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Senate

MEMORANDUM February 24, 1987

TO: Senator Jack Coghill, Chairman
Senate Resources Committee

FROM: Senator Arliss Sturgulewski
Senate District F 8
RE: SJR 14 "Relating to the documentation and crews of United States

documented fish processing vessels."”

SJR 14 "Relating to the documentation and crews of United States Documented
fish processing vessels,” is offered in response to a "loophole”™ in the
Magnuson Act that allows foreign built vessels to be "reflagged™ as U.S.
vessels and engage in fish processing activities detrimental to the U.S.
fishing industry.

The Magnuson Act has a three-tier process in determining the allocation of
fish within an established conservation quota.

Tier One:
Grants preferential allocation to the domestic Industry to
harvest and process fish to the maximum extent possible.

Tier Two:
Grants allocation to foreign processing vessels which receive
fish from U.S. harvesting vessels if there is a surplus.

Tier Three:
Grants allocation to foreign harvesting fleets if any surplus
from Tiers One and Two.

A vessel must be documented under U.S. laws to qualify under Tier One
allocations. "Reflagged" foreign vessels are considered to be U.S.
documented vessels and could benefit from this processor preference.
Widespread use of this "loophole” would put the U.S. and Alaska fishing
industry at a competitive disadvantage due to lower construction and labor
costs of foreign built vessels.

In addition, this resolution would require that fish processing laborers
and crew members on U.S. documented vessels be U.S. citizens.

It is extremely important that we show support for these changes to the
Magnuson Act for the benefit of the Alaska fishing industry. Passage of
this legislation will help to strengthen and enhance the growing domestic
industry now operating in the U.S. Exclusive Economic Zone.
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Senate Joint Resolution 14 requests Congress to prohibit the
use of reflagged foreign-built vessels for fish processing

until at least January 1, 1997, and to require that
as United

percent of the crew members of vessels documented
States processing vessels be U.S. citizens.

100

The fish industry has urged a solution to the problem of
the reflagging of foreign vessels as soon as possible.
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Sen. Ted introduces legislation to stop
reflagging of foreign fishing vessels

In response to growing concern in
the North Pacific fishing industry,
Alaska Sen. Ted Stevens Jan. 22
introduced legislation which would
eliminate the ability of re-fiagged
vessels to process fish.

The measure would correct an ap—
parent loophole in the vessel docu—
mentation laws which erode the do—

mestic processor preferenceembodied

in the Magnuson Fishery Conserva—

tion & Management Act (MFCMA),
Stevens said.

The loophole would allow foreign
fishing companies to document for-

eign-bui It fish processing vessels un —

der U.S. law. Such reflaqgging could

result in foreign vessels being consi—
dered as U.S. fish processors, allow—

ing them to be eligible for processor
preference intended in the MFCMA
only for the U.S. domestic fishing
industry, he explained.

“The foreign fishing companies,
using foreign-built vessels, might
thereby benefit from a preference
thatwas never intended tobe granted
to them, ?>Stevens said.

“The preference could also put the

U.S. fishing industry at a competi—
tive disadvantage, due to lower ves—

sel construction and labor costs," the
senator said. - "

“This so-called Pprocessor prefer—
ence "has come increasingly impor—

tant and valuable as our domestic
capacity to harvest and process fish
grows, ’Stevens said in a statement
on the Senate floor. "At the same
time the amount of Surplus ~fith

from our zone, available for foreign—

ers, declines.”
The legislation would apply to for
eign-built vessels documented after

Jan. 1,1987. "1 know ofno such ves—
sels documented after Jan. 1," Stev—

ens said, “and Ibelieve itis fair and
equitable to close the loophole as of
that date.””

“q9 want to put both foreign and
domestic companies on notice that a
race tore-flagvesselsduring the time
period of the Congressional review
process will not oe tolerated," he
said. "Any companies which re-flug
vessels after Jan. 1, in anticipation
of a different effective date, do so at
theirown peril.””

The loophole, which the proposed

legislation isdesigned toclose. hind—

ers any meaningful uttempt o i the
part of federal fishery managers to
developnmanagement regimewhich

would encourage thecontinued devel —

opment ofdomestic processing capa—

city, Stevens said.

“This bill isdesigned toestablish a
level playing field for all domestic
operators, without impeding the free
flow of investment capital necessary
fordevelopment of the fishing indus—
try,"” he said.

Sen. Frank Murkowski is a co—

sponsor of the legislation.



REFLAGGING
" THE t-M
FLEET

Freedom, or
foul play?

I w 1sthe U.S. bottomfish process-
| 1 Tinij inJuslry in danger of Civint!
L iJ away It* future? Or are a few
entrepreneurs just trying to hold onto
a solid investment oppoitunity?
These ind other questions have
been sparked by a controversial issue -
known as reflagging. The controversy “
centers around a law which allows
foreign-built processing vessels to be - >
given U.S. documentation anJ a U.S.
flag, and operate in U.S. waters enjoy*
*+Ing unrestricted priority access lo the
fisheries resource*. >
As explained by Sen. Frank Mur- *
kowskl (R-Alaska) in the Congres-
sional Record. "It Is possible for for-
eign companies to retain accessto U.S. «
fishing resources through a quirk in
our vessel documentation laws. Under
present law, a forcign-owned company
can simply re-llag its foreign-tuilt pro-
cessing vessel..-As long as such a ves-
sel only conducts processing activities,
it would be considered a domestic
operation and woulj thereby receive
priority access to U.S. fishery resour- e
ces. even though it may be wholly
forcign-owned."
The vostlblllly of reflagging has
enraged some members of the industry
and encouraged others. Some maintain
that the oppor*unity to invest in a |
foreign-bulit processor at a tower cost qj*
than a U.S.-built ship would encour- '7W
age domestic Investment in the Alas-
kan seafood Industry.
Others believe that foreign proces-
son. facing decreasing allocations, will ™
use the reflagging opportunity lo set
up_U.S.-based "front" companies to
atquite fully amortiied vessels, man
them with foreign crews, and operate *
at a distinct advantage over domestic- , r
owned processors, while control and
profits remain In Seoul or Tokyo. -
Arc there really sharks In our gc'*!
waters? Or Is the young domestic
Industry just teething on a new devel-
op, sent opportunity? The issue is at
dimples as it is controversial. Some
say that at long at a corporation is at
least 31% |’.S.-owned, it should he
allowed to invest its money wherever
its hoard ol directors may choose. Oth-
ers say lhat foreign ownership Is not
the problem—many shore-based pen-*.Y&.

CMiltwiMilM n. T*.
sAV' o —g*eme



lluw. loucr-eiid foreign processing

vessels rolled over under the U.S. fllj/tV-
Preventing ihls paper Americanisation® ?
n(our fisheries now will JO a long way.fcj

~luwarJ maintaining Ihc prrsenl post*

»

*4

lire inveslnunl climate which is foster*—

Ing true Amcricanisalion of our ti
fisheries..."

In an jtlachcd Idler lo (he Congres-
sional delegates. NPFMC chairman
Jim Campbell said that foreign-owned

U.S. flag processing ships will con- 1

Irihulc nothing lo Alaska's coastal

communities “because the processing *A

Jobs will he offshore and fhe foreign- ="
owned ships will nol purchase supplies
ashore.”

The idler continues: "U.S. compan-
ies with processing vessels huill or In
lhc planning stages may cilher see
Ihcir vessels devalued or their margins
drastically reduced > being forced lo
compete against forcign-hulll. lower-
cos! operations. U.S. shoresiJe plants
already processing or planning lo pro-
crss grounJfish may also face lhls
unfair competition from foreign.built, 1;
U.S flag fadoryships.” The Council
voted unanimously to support a reflag-
ging ban.

The Cily of Kodiak introduced a
resolution at the November Alaska
Municipal League conference urging
Congress lo ban reflagging because
"reflagging...would be txlrcmely det-
rimental lo American processors and
ttulr efforts lo piocec] toward our
national goal ol lull uliliration of |
groundlish resources."

In response lo slrong urging by
fishermen and processors this fall,
Murkowski introduced a hill amend-
ing Thc Magnuvon Ad lo clarify the .

definition of "vessels of Ihc U.S." as 'S .

A.l). Chandler, governmenl liaison
for NFI, said that at a time when Pres-
ident Reagan Is Irying to encourage
foreign Investment In U.S. Industries,
he will nol likely support a move to
reslrid U.S. investments. Chandler
said that Murkowski's hill “would res-
trict investments In fishing vessels lo
S1S U.S.-owned companies. Il would
eliminate foreign ownership even in
the parent corporation.” That's nol
ciadly vdo-proof legislation, he said.

Chandler said Ihal many believe
Japanese ownership of Ihc shorcside
InJustry helped keep Il alive. “ If Ihc
industry gets Its money for develop-
ment from Japan, or from National
flank of Alaska, what's Ihc difference?
These are the arguments we've been
hearing, and there's a lot of skepti-
cism." he Mid.

Make manning law* equitable
One argument maintains that no
matter who owns the majority shares
of the corporation, if all processing
vessels arc required lo abide by U.S.

vessels hull! In and documented In IThc,v*manning, tafely and tabor laws—that

U S. The law, If passed, would be *
effective October 1,1986. oV 'V

-&

I*, to hire primarily U.S. crews, pay
Kale wages, and uphold the health and

»lue v -

Il e Limel*) laili | IH, XHIved 1>

-Is Ihc answer (6 han reflagging alto;
gelher, and require U.S. vessels to be
U.S. built?

Juat a ahipbuildtr'a isaue?

Ralph Ansclmi ol Tampa Shipyards
testified before the NPFMC In Sep-
tember, urging the council toward ils
resolution lo han reflagging. Anscimi
said his company plans to invest more
than $35 million in the next few years
in a series of suriini trawlers geared for
operation in Alaskan walcrs. "1f
reflagging is nol banned, and il looks
like we will have toconpele wilh
(reflagged) vessels of this kind, Tampa
Ship probably will nol make Ihc
Investment in lhc industry,” Anselml
said. A council member asked him,
"Do you mean lo say lhal if reflagging
is not banned, your company will nol
gel Into the surlmi business al all?"
Ansclmi answered, “ No, we will nol
under lhosc circumstances.”

Snmc pul slock In Anscimi's words
because Tampa Shipyards plans lo be
one of Ihc biggest investors in the U.S.
seafood Industry lo date. Others say
Ansclmi's testimony is a lhinly-veiled
campaign for Tampa Ship, a subsi-
diary of American Shipbuilding Co.

llrad Oilman, fisheries aide for Sen.
Ted Stevens (R-Alaska), said Stevens
does not endorse U.S.-built require-
ments for U.S.-flagged vessels. "We're
nol concerned about whether they're
U.S.-huill or foreign-built." Oilman
Mid. "That's something (he shipyards
are concerned about. Bui our fisher-
men haven't asked us lo look al 1l from
that angle. We're looking at Ihls from
a processor's point of view, and from
the Alaskan perspective. We're not
here to work for fhe shipbuilding
Izg-wtry, or (or anyone in the Lower

yn.

Liiallv 1, tFLIULTT]*MUYU
..are really Jur: paper IranMcllons.”, f;
*j,, Baker uld Ihal reflagging has beenm <y
[legal fora long time/*If Il was that x jrinV -
.cost efficient, peoplt would have done B
-Tuim iftnhirtng-tmrBonm prnrrtrair
fishery. We lookc] al reflagging a for-
eign vessel when we were first gelling
started, and we found Il just wasn't
thal economical. We didn't wanl lo
have nightmares over downtime on
foreign equipment. | think if people
exploic il as an option, they'll find il
jusl isn't Ihal economical.”
However, a foreign processor hiring
foreign crew can Mve thousands of dol-
lars a year In wages alone. The Alaska
Fisherman’ Journal reports Ihal
yearly labor costs fora U.S. crewman
Jre $30,000/year; wages lor a Korean
crewman arc about S1,000 year.

lisue requires more input
There are, of course, many olhcr
viewpoints that have nol been repres-
ented here, and many queslions that
have yet to he askeJ. How can the
industry ensure lhal future reflagging

. efforts will bring Irue benefit lo Ihc

U.S.. as the reflagged German trawler,
The Coldcn Alaska, did?

How can anli-rcflagging legislation
he wrilten to allow domestic operalor-
slo expand Iheir business unob-
structed? Arc Ihc domestic processor*
who oppose rcllagging simply afraid of
competition? Does Ihc SeafooJ indus-
try wanl lo give lip ils only exemption
In the Jones Ad?

Three solutions seem lo came Into
focus: Ubanall reflagging, anJ require
all ships Ihal fly U.S. flags lo be huill
In Ihc U.S.; 2)allow reflagging nnly | y
corporations under majority control if
U.S. dlircns; or 3jalluw reflagging h, t
strengthen requirements on manning,
labor. and safely laws so everyone plays
by the same rules.
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REFLAGGING THE FLEET: continued -

cessing plants arc foreign-owned—but
that requiring all processors to pur-,
chase U.S.-built vessels would put >
them all. foreign and domestic alike,
on equal footing.

Widespread support for
total ban

The reflagging issue has attracted
attention in many arenas in Ihc past
seseral months, including the North
Pacific Fishery Management Council
(NPFMC). Ihc Alaska Municipal
League, Ihc Resource Development
Council, the National Fisheries Insti-
tute (NFI). a number of fishing and
processing organisations, and the
Alaskan congressional delegation.

The reflagging controversy appeared
publicly at the September NPFMC
meeting, where 14 representatives of
fishing and processing associations
released a letter urging Congress to
support legislation that would: 1(pro-
hibit any foreign-built vessel from
being documented as a vessel of the
U.S.; 2)rcquire that any U.S. docu-
mented fishing or processing vessel be
majority-owned and controlled by U.S.
cillrcns; and 3)esiablish September
21. 1986 as Ihc effective date for such
regulations.

The letter stales: "True Americani-
zation of our fishery resources will he
abruptly halted and our hard-earned
gains set hack severely If this activity
(reflagging) is not halted immediately.
The American fishing industry will
have great difficulty corriscting with
these lower-cost foreign processing
vessels rolled over under the U.S. flag.
Preventing this paper Americanization
of our fisheries now will go a long way
toward maintaining the present posl

live investment climate which Is foster-

ing true Americanization of our
fisheries..." ‘

Ja. so t M o< fnfu Im

Murkowski* bill came loo late in  r
Ih* session lo be acted upon; it will be
re-Introduccd In the 100Ili Congress,
according lo his fisheries aide, Doug
Humes.

Don't restrict U.S. investments

Hut will such legislation be per-
ceived by the Reagan administration as
protectionist, and therefore he subject
to veto? Docs a law requiring U.S.
processors to buy U.S.-built vessels
restrict more than encourage industry
development?

"1 want to be able to buy a piece of
equipment anywhere in lhc world just
like any other industry or any other
consumer,” said Thorne Tasker,
chairman of Alaskan Joint Venture
Fisheries, Inc. "If | want to buy a
Norwegian vessel, that's not necessar-
ily b< eficial lo the U.S. shipbuilding
industry, hut it is beneficial to the
U.S. seafood industry." Tasker, who
owns four joint venture fishing vessels,
said he also is afraid of the paper
transfer of control of the Industry, hut
he doesn't want such fears to shut Ihc
door on real devcloment opportunities
for the U.S. industry. He suggests a
partial solution Ihal would place res-
trictions on vessels actively involved in
processing, but would allow processors
to build boats In other countries, or
convert other vessels lo processing
ships. "1 have the same fears as eve-
ryunc has, hut I'd like for hulls to he
available for real U.S. Investment." he
said.

-US.
"Just & shipbuilder's Issue? 117+, slatted. and w1 Inund il [ust wasn't

safely standards required of U.S. v .

corporations—that equitable competi-I*"'-
lion weulel be guaranteed. IF the ships; . ..

are puilt to U.S. specifications, ar,,| IL ,

ed py U.S. crews, what s the n~

problem?

Paul Fuhs, mayor of Dutch Harbor
and president of the Southwest Alaska
Municipal Conference, believes con
linucd reflagging of foreign vessels
would give foreign companies the
chance to enter domestic fisheries with
such an advantage over domestic com-
panies that the foreigners soon would
conlrol the industry.

"A few foreign companies are mak-"-,
ingovcr $625 million in annual prof-
its from U.S. cod and pollock resour-
ces, and they spend very little in our
communities,” Fuhs said. "Right now
they're looking at decreased access to
our resources as domestic activity
Increases. Reflagging presents them
with a perfect opportunity In enter the
domestic idc of the industry with fully
amortized vessels, gain domestic prior-
ity allocations, and under current laws
they can man their vessels with 40T
foreign crew. This does nothing lo
help Alaska's coastal communities, to
employ its residents, or to accelerate
Americanization of the industry. It's ,
just another way the foreign interests -
can maintain conlrol of the U.S.
fishery industry, and | feel very
strongly that changing ownership
requirements or manning laws Isn‘t
going to solve the problem.”

If live controversy can’t be solved by
lighter manning requirements, or by
requiring a majority U.S. ownership In
corporations involved in the industry,

J> lhc answer lo ban reflagging alio-

gclher, and require U.S. vessels lo be .

-Ralph Ann-Iml of Tanvn.v *Ui ﬁvaﬁ1<‘<

- .;wouM hmt , hei

VN

wf rc looking at it from the
*vY j'n??, v, " ?7* Nlre*alts ’;°
rviasna. W near trom me oin
*mﬁiﬁmﬁa’f’%ﬁﬁﬁtrﬁ%‘mﬂa )
e said.

%{evens as snnnsnred an InvMtovi
evens has sponsored an ' invcsligatlr

of the Issue which will analyze Ihc
legal aspects of reflagging, manning,
and ownership of reflagged vessels. :
Oilman said the senator would not ‘=
take a stand on the Issue until the
analysis is complete and hearings wit
the industry have been held.

But some members of the industry
have indicated concern for U.S.-built
requirements. The Idler signed by 14
fishermen and processors at the
NI'FMC stipulated that no foreign-
built ship he documented asa U.S.
vessel. Legislation introduced hyboth
Murkowski and U.S. Rep. Don Yount
(R-Alaska) specifically calls for U.S.
vessels to be buill In the U.S.

Slop paper transactions
One surimi processing ship owner
said banning reflagging of foreign-
built ships would stem his fears of
unfair competition. “1'm not socon-
cerned about the present equipment
out there. What worries me is the lion,
of new boats being built in Korea,"
said Terry Baker, president of Arctic
; Alaska Seafoods. "No one argues that
il foreign companies are required In
' play by llvr samv rules we ate, It would
at least be fair competition. But |
think the real concern Is that some of
lhc deals that have been contemplated
are really just paper transactions."”
Baker said that reflagging has been
'.gal for along lime. "If it was that
cost efficient, people would have done
"Toute ol il during 1he boom of lhe erab
fishery. We looked at reflagging a for-
we were first getting ,



Dear Editor.

I am writing to clarify the position
of the Southwest Alaska Municipal
Conference on |he issue of reflagging
foreign processing vessels Into the Uni-
ted States fleet*

The Southwest Alaska Municipal
Conference Is a coalition of Ihe com-
munities in Kodiak. Bristol Bay. the
Alaska Peninsula, the Aleutian diain
and the Pribilnfs. Our main emphasis
is on fisheries development Issues. We
have been meeting with the Southeast
Alaska Conference...and with
(Anchorage) Mayor Knowles and hit.

m"'staff Fo explore areas of cooperation in
fisheries development.
|- With oil revenues declining drasti-
cally, Alaskan communities arc work-
' Ing lo put this state back together
*again and put Ihc "Bush vs. Anchor-
age" syndrome behind us. But we have
_to have something economically real 1o
"* work with. Potential for expansion of
the fisheries industry in Alaska is
‘great, especially with development
potential of fisheries in the 200 mile
limit.

This is why we arc so deeply con-
cerned over the reflagging of foreign
vessels into Ihc United Slates fleet.

T. These foreign vessels have operated
i' near our Southwest communities for
*e many years and contribute little or
~..nothing lo our economy. The only
lime we see them is when a crewman Is
hurt and they need our services such
;;'as ambulance, clinic, etc. They avoid
’\’purchasing anything In our communi-
® tics even when we are competitive in
*"price, because they want lo give the
tyjbusincss to another subsidiary of their
~ parent corporation.
.1*. To have this fleet reflagged into Ihc
fleet al a time when we are finally
~lifting some actual results of "Anieri-
V/canliation™ would Ire devastating.
*& "Once they arc reflagged, they could
also process salmon, crab, shrimp, or
o anything else any American corpora-
|.tlon is allowed lo process. This is a
* direct threat toall coastal Alaskan
communities that depend on shore-
\ based fish processing for our economic

yI..

base. There would also be no more
"fish and chips" negotiations, as these
reflagged vessels would have domestic
access priority lo the fish resource,
even over the joint venture operations.

It is no secret that our communities
prefer shore-based processing. We have
worked hard to provide incentives for

_ fish processors to locale on shore

~through lax policies, Infrastructure

development, lowering electric rates,
etc. Realistically, we know there will
still be some floating processing opera-

.tions. We arc prepared to do our best
and then let the chips (all where they
may.

At least with the U.S. bottoms we
are playing on the same ballflcld.
There is no way we could compete
with reflagged vessels—fully amor-
tized. cheaper construction costs,
cheaper capital costs, able to use 25S
foreign labor at as low as 45 cents an
hour.

Unfortunately, there arc those who
would pul their own short term greed
ahead of the future of our Alaskan
communities and Ihe Americanization
of fisheries within the 200 mile limit.
These people, who would be Ihc front
groups for the foreign owners of those
reflagged vessels, will try to complicate
this issue with “ ownership" schemes
which we know can be easily manipu-
lated: or they may argue that we just
need to "fix" U.S. labor laws: or they
say it is just a shipyard Issue.

All these arguments obscure the fact
that if we allow Ihc reflagging of the
foreign fleet under U.S. flags, we can
kiss away shore based processing in
Alaska, and with it ur loc.il
economies.

| cannot stress enough the impor-
tance we attach to Ihls issue. Our per-
ception is that when exposed to Ihe
full light of day. it will be clear who
stands for Alaska and who stands for
continued foreign domination of our
fisheries,

Paul Fuhs

President.

Southwest Alaska
Municipal Conference

standards In increase product reliabil- Th

ity, product identity, and buyer confi- agen.
dence. thereby assisting efforts to gain scab”
a greater share of Ihe world’s protein nali t
market? lions
Will the U.S. seafood industry pro- addri
vide adequate leadership and coopera- volun
tion to marshall industry resources I_ts_
and federal programs to compete agricl
effectively? applii
These and other questions were simil.
raised in a U.S. Ccncral Accounting funds
Office report to Sen. Ted Stevens IR -
AK) entitled, "Seafood Marketing:
Opportunities lo Improve lhe U.S. u relato
Position." Issued in October. er
The report targeted some problems, SI*v*
and here are a few: e ML~y
The U.S. seafood Industry generally - : . n, iV
Is more concerned about production 'y.c't N
than marketing, and is made up of -.ancei.
many independent firms with little r
industry integration or cooperation.
Some competitors—namely foreign
industries, and even domestic protein fund
Interests such as poultry—far surpass and r
the U.S. seafood industry in their use ! Anlh-
of marketing Icchniquesand their ;;Co-’ﬁ'i
ability to provide consistent, high- -
quality products. ' oflhi
The report suggests several ways the terms
federal government could help the annu.
industry better market ils products. It planc
examined the current roles of the funds
National Marine Fisheries Service . Re:
(NMFSI. U.S. and Foreign Commer- lishel
cial Service(USdiFCS).and the For- Th
eign Agricultural Service (FAS). %
These agencies complement each other
in covering most market development mark
areas, and because they are funded by and I)
user fees or import tariffs they minim- more
ize federal costs. effort
However. lhe current programs do gram-
not cover all Ihe arras that need atten- NMF
tion (e.g.. product quality), and they devel
are designed so that Ihe industry will In F\
assume most of the responsibility for 'V Co:
developing new markets. But the sea- © come
food industry itself suffers from little ‘535!0"
uite

cooperation or organization, and this

“Ifanalyzed closely, one can b
strategy: to link up with Americar
assuring penetration into the lucr

while also doing an end-run ar
Meanwhile, the economy back he
dollars. And the strategy takes st
anti Japan sentiment by creating

Americans.'

"Com
Prepared F
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S. lie*. >1 Rrioluilon to dlrvcl the firn#ie
Lepsi Counsel to represent the elilrf clerki
ol thr Commute* on Foreign Relstlons md
the Select committee on inuturence In th*
cue at I/ndfd £EUUI vMomlet, «t al; con*
ildcrrd wd agreed to.

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mk BINOAMAN (for him*
*«If, Mr. Bvkd. Mr. LrviK, Mr.
Roctcmxiis, Mr. chiles. Mr.
KsutT. Mr. Baccvs, Mr. Mat*
SNAQA, M. XjtOTrHicnc, Mr.
8a*»dl, Mr. Bomic x, And Mr.
Motnikan):

8. 374. A bill to promote economio
competltlvenres In the United SUter,
And for other purposes; to the Com-
mittee on OovemmenU| AffAir*,

(The remsrk* of Mr. Bihoaman And
th* text of the legislation AppeAr enxil*
er Intoday's Rtcoad.)

By Mr. EXON:

B. 375. A bl) to Amend tlUe 10.
United StAte* Code, to permit the
Praidont to order to Active duty unit*
And member* of the Army National
OuArd of the United 8t*tes and the
Air NAtlonAl Guard of the United
State* In €35¢* in which the Oovemor
Or a StAte or other appropriate au-
thority withhold* content; to the Com-
mittee on Armed Service*.

(The remark* of Mr. Exon and the
text of the legislation appear earlier in
today"™ Recced.)

By Mr. ROTH:

8. 370. A bill to amend the Tax
Reform Act of 10M to restore the full
deductibility of IRA contribution*; to
the Committee on Finance.

sngcm ajTTorm tOWBWWNMB
* Mr. ROTH. Mr, President, today I'
rUe to introduce leti*laUon amending
the Tax Reform Act of 19*9.

Thi* legislation 1* intended to cor-
rect a serious ahorlcoming In the tax
bill passed lest year. Despite the posl-
tlve steps taken In th* bill such a* re-
duction of marginal rates and Institu-
tion of a minimum tax for corpora-
tion*, the bill took a riant «tep back-
wards in encouraging people to save
money.

The restriction* placed on Individual
retirement Account* last year strike at
the heart of middle-lncome faallle*
who are trying to earn a deoent living,
educate their children and save for
their retirement yean. While Z am
pleased to have helped preserve IRA's
for a treat portion of taxpayers, | am
disappointed that million* of other*
h*ve been cut off. These are working
couple*, in many cases, whose com-
bined salaries push them over the
Income limit for fully deductible
IRA's. Or, they are young workers—
ethe young professionals In our socle-
ty—whose ambition keeps our country
moving forward In a fast chaiging
world.

Mr. President, In my Judgement,
there li no.lssus of more critical Im-
portance to the American peopl* and
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tills Nation than the Judo of sitvinpi,
We simply cannot meet the challenge
of becoming competitive in the emerg-
ing world economy without addressing
the need to Increase our national sav-
Ing* rate. That Is what we attempted
to do when. In 1081, Congress voted to
promote an Individual retirement pro-
gram for the American people. The
Idea was that each working Individual
could save up to |3,000 a year tax free,
and that money would help citizens
meet their need* for retirement.

There has been much debate on the
effectiveness of the program. In
years, 38 million famllj** mads a com-
mitment to create an IRA for their
future. Those Individual decision* re-
sulted In saving* of 3350 bUllon, In-
cluding a tremendous amount of new
Income for long-term capital invest-
ment.

Until this year, the IRA was the best
available eavings program for the
middle class, working Individuals of
thl* country. Roughly 80 percent of
those who have IRA's have Income* of
860,000 or less; 98 percent have in-
comes of 840,000 or lass. With aueh
statistics. It la difficult for me to un-
derstand how this saving* program
could ever be misapprehended as a
rich person's tax break.

Under the new law, an Individual
who ha* taming* of $35,000 or lees
continues to enjoy a tax deduction for
his IRA. A married person with up to
$40,000 of earned Income can have the
earns. But unfortunately, from that
point on the benefits are phased out.
It make* Uttle sense to provide a tax
deduction to encourage a young m**
or woman earning $25,000 or Jtea to
aare, and than to xmd them (ha.
that It la lee* important that they aave
when they start to earn a Uttle more.

The aame is true of two vageeamers
who make 140,000 or knore. As long as
a married couple 1* earning 840,000 or
lass they can deduct their IRA. But if
their Joint etmliIngi are In ixcm of
that, figure, the deduction U phased
out, and at-850,000 It la eliminated.
The current law penalises those who
are ambitious who are working hard,
and who are succeeding. It penalise*
those who are preparing for a secure
?FrgdA comfortable retirement with an

Under the new law, people who are
not covered by a pension plan where
they work can oontlnu* to deduct
their IRA. However, thl* Ignore* th*
fact that many workers see their IRA
not as a substitute for tbslr private
pension plan, but a* a reliable supple-
ment to that plan. With a deductible
ERA to fall back on workers would
have the peace of mind of knowing
their retirement security would not be
completel?/ dependent upon employer
pension plans which may later be oo»
porate takeovers or bankruptcy.

I cam teU you then many families In
my 8tat* of Delaware, with two wage
earners, who don't think there 1* any-
thing fair about what the tax bill did
to their ERA. Take a young autowork-
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er st a Chrysler plant In my Slate
earning 833,000 with overtime. TIx
spouse can be working, perhap* as a
schoolteacher. Before long they at*
over the 850,000 limit, and their ded-;
cutibia IRA Is eliminated. Making the
Inequity even more apparent is an-
other chilling aspect of the new law; If
one spouse is an active participant Ina
auallflad pension plan, no deduction
for an IRA is allowed.

In dosing Mr. President, | Introduce
this legislation today with a reminder
to my colleagues. Much will be aald In

B the upooming days of this session

about the need to preserve American
Jobs and expanding competitiveness of
American manufacturers abroad. To
that end we will try to determine how
to reduce the cost of capital In this
country relative to our trading part-
ners, One place to start la to expand
the tax incentivee for savings, rather
than reducing or eliminating them ai
was done by the Tax Reform Act of
1050.9

By Mr. STEVENS (for himself
. and Mr. Uuixowsx:):
1—8.377, A bill to Impose a moratorium
on the ability of foreign*built vessels
to Qualify for certain benefits under
th* Magnuson Fishery Conservation
and Management Act, and for other
purpose*: to the Committee on Com-
merce, Science, and Transportation.

KoasvoamtorUurerm roe roMwoaerox

Mr. STEVENS. Mr. President X
-Would like to bring to the attention of
the Senate an Immediate and poten-
tially devastating threat to the devel-
opment of the UJL fishing industry in
the North Padfin. The threat la being
caused by various Interpretations of
the vsawl documentation laws and
Magnuson Fishery Conservation and.
Management Afit CMFCMAJ which. If
carried to extremes, would permit for-
eign fish processing companies to re-
celve preferential treatment that Con-
trees Intended to reserve for the UA
fishing Industry.

Th* MFCMA has a three-tier pro©-
res used In determining allocations of
fish within an established rnneeni
tlon quota. Beotian 204 grant* the do-
meeUo industry the preferential right
to harvest andprocess fish to the max-
imum extent of its capacity.

The second tlar Involve* an alloca-
tion to foreign fish processing ve—ile
which receive fish at see from UA
harvesting vsescls. but this allocation
Is permitted only If there Is a surplus
of fish left after the capacity of the
domestic sector has been reached.

The third tier Is established tn eo©»
Uon SOI of the MFCMA. 11 is lowest la
Priority and provides foreign harvest-
ing Greta an allocation of any Oah re-
malning after the first two allocation*
have been made.

In order to benefit from the prefer-
enre reserved for the domestlo Indus-
t?/, a fish processing veaeel operatnig
offshore within our Exclusive Econom-
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SZone must be documented tinder the
laws of the United Slates so os to be a
United Slates fish processor under the
statute. Those processin| vessels not
so documented under the Isn of the
United 8tales are foreign fishing ves-
sels under the MFCMA and cannot
qualify for a processor preference.

This so-called processor preference
has become increasingly Important
and valuable as our domestic capacity
to harvest and proceu fish grows and
the amount of surplus fish from our
zone available for foreigners declines.
This Is precisely what the Conrrtw in-
tended—the domestic industry Is grow-
ing and the fishery resources of the
United Staler are becoming American-
bted.

The problem Is caused by an appar-
ent loophole In the law that could
allow foreign fishing companies to
document forelgn-buQt fish processing
vessels under the laws of the United
States. These re-flerred vuutls could
then be considered United States fish
processors and fall within the aoope of
theéaroocnor preference category out-
lined In section 204.

The foreign fishing companies, using
forelgn-bullt vessels, might thereby
benefit from a preference that was
never Intended to be granted them and
also put the UR- fishing Industry at a
competitive disadvantage due to lower
vessel construction and labor costs.

Title 49 of the United State* Code
governs the documentation of vessels.
Any voreel of ai least 5 net tone may
be documented il It Is owend by a UJB
ddien, partnership, association, or
corporation, 49 UJS.C. 12102.

It to possible for a corporation to be
fortfcn-evned and still operate a
veaeei eligible for UJB. documentation.
The lew require* that the corporation
must be established under UA law,
and that the president and chairman
of the board be U A rtthens.

In addition, th* law require* the
number of a corporation's board of di-
rectors who are aondttsen* be no
more than a minority of the number
of directors neceeaary to constitute a

uorum. There U no requirement that
the corporation be owned by UJ3. dtt-
seas Inwhole or in part.

TTtJe 49 prohibits the use of foreign-
boat, UA-fla* vowels as n*h harvest-
ing vessel, 49 UJB-C. 12108. There U no
prohibition oo the use of such vessels
as rUh processors.

The domestic processing Industry tn
Alaska has also raised concerns about
the ability to use foreign labor oa both
refltgted and domeatlo fish processing
vessels.

The taw currently require* 79 per-
cent of all teamen employed on a UA
vessel which departs from a UA port
lo be either* of the United 8taUs, 49
UAC. 9102(b). This applies to flah
processing workers as weQ as the crew.

Howevrr, the Coast Guard hag in-
formed me that this labor requirement
U not applicable If the vetael departs
from a foreign port.

cong
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Therefore, a foreign fish proceiiing
company Is legally capable of estab-
lishing a corporate subsidiary with
U.S. manftgement to document for-
elgn-bullt processing vessels under the
laws of the United States. By doing so.
these vessels could be entitled to thl
domestic processor preference em-
bodied In section 204 of the MFCMA.
In addition, both foreign and domestic
processing vessels may avoid the U.8.
labor requirement* If the vessels are
based in foreign ports.

These loopholes in the law hinder
any meaningful attempt on the part of
Federal fishery manager* to develop a
management rerime which enoouragea
the continued development of domes-
tic processing capacitY.

Widespread rtfUrring would Impose
a competitive disadvantage on legiti-
mate domestic operations which have
made substantial Investments In on-
shore processing equipment and UA -
built vessels. Unless something Is done,
foreign companies will hire the ability
to claim the domestic preference, and
compete with the domestic industry at
greatly reduced capital costs.

There U alto the potential for re-
flagging to create a competitive disad-
vantage within th* domestic sector.
The ability to reflag forelgn-bullt ves-
sels received little attention In the
North Pacific until recently.

Doi.eetie prooeeaors are now con-
earned that a decision to build uueli
bo UJB, shipyards In anticipation of the
domestic preference could be- turned
Into a ooetly mistake by the reflaggtag
loophole*

In response to the growing concern
o4 the North Pacific fishing Industry, I
am introducing legislation which will
eliminate the ability of reflagred vca-
ret* to process fish.

This hill Is designed to establish a
level playing field for all doroeerie op-
erator* without Impeding the free flow
of Investment capital necessary for th*
development of the fishing Industry.

Section i impose* a 10-year morato-
rium oo the ability of forelgn-buflt
vrereta to enga%e .In_liab procreate*
under the UA fla*. The moratorium
applies to forelgn-bullt vearels docu-
mented after January 1, m i. | know
of no such vtreels documented after
January 1, and believe It Is fair and eq-
uitable to dose the loophole u of that
date.

I want to put forth foreign and do-
mestic companies on notice that a race
to reflag vawals during the pendency
of the congrecalonsJ review process
wiH not be tolerated. Any companire
which reflag vowels after January 1 In
anticipation of a different effective
date do to at thrir perfL

Section 3 Impoare a permanent re-
quinamcnl that all acamen employed
on fish proceretnx vessels documented
under the laws of th* United States be
UA dtlwns. Irrespective of th* port
from which such vooeeb may depart.

Section 3 addresses an Issue which is
related to anotbtr aspeot of actfritle*
by foreign fish prooreaora. It has come

senate
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to my sttmtlon that the law permits
U.8. cargo vessels to deliver fish Into
U.S. ports from foreign fish proces-
sor*, even though direct delivery by
the foreign processor Itsslf Is prohibit-
ed.

The Fcderid Oovemment has very
Uttle information about the actual
extent of such transhipment of flih
products. This section grants the Sec-
retary of Commerce the authority to
Usue regulations requiring U A cargo
vessels engaged In transhipment to
provide Information on the extent to
which this activity Is taking place. It
also requires th* Secretary to submit a
report within 8 months on the poten-
tial impact of such transshipment on
the development of the U A fishing in-
dustry, and to provide recommenda-
tions on how to but regulate this
practice, If necessary.

Section 4 provides for the termina-
tion of the provision* of this set at the
end of a 10-year period. This sruruet
provision is necessary to ensure that
the pronrtrions of this legislation did tn
fact assist tn the continuing americani-
catlon of the U A fishing industry.

The fishermen and procurer* of
Alaska have convinced me of the ur-
gency of addressing thee* issue* re
that Investments in th* domestic fish-
ing industry can continue apace. 2
nrg* the Senate to review this issue as
quickly as possible.

Mr. President. | uk unanimous con-
sent that the bin be printed In the
Rsooaa.

Then being so objection, th* btU |
was ordered to be printed la the.
R soojub, as follows:

*3n

j« a nitM by toe svweie *xi Mem** */
RrprwareXatScue «/ the OWtled Jteiee a/.
Arturto* U COwerwu miewNerf. Thai, nan-
withstanding any other prorUioa of law, ft.
arxtl be unlawful for any forelgn-bullt
v Mi documented under the lawe of the
United BUUe after January L 1817, to'
eones to the prow— In* of flshfer eosuser.
eiai » e orean*mmuU«L

Baa. A fterticm tIOMS) of tttta 49, United
suiee Code. Isamended—

(U by Birthing "or yacht" and Inserting In
lieu thereof ", yacht, or fonlgn-buUt fUh
pIac—<I1JU ud

(S) by adding Immediately after the Xint
mentnxe the following: "All of the season
(motored oa a flah wiauaatug rteeii dooo-
aa*at*d ihm t the bwe of the United Butm
shall bo setters* of th* United Mstea.".

Baa A Section UUU) of the ftevtred
BCeniue of the United BteZes (M An*.
UA h UHen Uamended by adding at the

and. th* fnUotrUuc. 'The *ecwtaq at Oaa-
ourofl toAj Uf)« Aiiftfr ruuliUaa u o»4
Secretary oonddtn neocemorr to Obtain to-
forauUoa an the iranoparuttan of fwh
product* by v ale of th* UWted tool**
Crone foretgn flah prrw Anr w I* ke
point* tn the Catted toate*. The CecreOMy
toknll enoSmft mreport to the remte Ownmea-

Itan. aN* to th* House rppplito* oa Star*'
ehanl Mute* and ruherted—

(1) eetun* torth. within etx months of th*
dau of enaouscnt of this Ac*—

(A) la evaluation of the potential Impact
of me* transportation of Oah products m
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it.c development of the domestic I'ntud

Stm m fuhlntindustry; and

<Bi rcoonunendalioni, If any, for treble-
tlon cr other action to regulate eueh im u<
portation of fuUh producli In a manner moel
bvnrflelal to the future development of the
dom estic United Stale* fishing Industry; and

(S)alsuch other time* as the Secretary of

Commerce determine* that legislation li

needed to assure the full development of
the domestic United States flshins Industry.

See. | The provisions of this Actshall be
effective untilJune 1. 1987

Mr. MURKOWS5KI. Mr. President,
it is a pleasure to join my colleague,
Senator Sttvzks, In Introducing this
legislation of vital Importanc* to the
development of a strong U.8. fish
processing Industry.

This legislation would remove a
loophole caused by various Interpreta-
tions of the vessel documentation laws
and the Magnuson Fisheries and Con-
servation Management Act. It would
Impose a 10-year prohibition on the
use of reflagged foreign vessels for tho
purposes of fish processing.

Documentation does not require
that a vessel be built In the United
Butes or thst corporations seckinr to
document a vessel have UA share-
holders. The law does restrict the use
of reflagged vessels tn the coastwise
trade and as fish harvesting vessels.
However, there Is no restriction on tho
use of reflagged vessels as fish process-
ing vessels.

Thi* loophole, If not dosed, could
result in a situation In which a foreign
processing company can. by merely es-
tablishing a UJB. subsidiary and em-
ploying minimal UA management,
document a foreign vessel as a "vessel
of the United States™ and thereby re-
ceive access to prime fishing areas re-
served for the domestic Industry. The
fUh processed on such a vessel could
then be directly delivered to markets
In the United Btatoa.

In order to encourage the develop-
ment of a strong domestic flah process-
ing industry, the MFCMA grants the
authority to reserve aoceaa to prime
U.S. flshlns resources for the domestlo
fishing industry. Under UA law. A
vessel U considered ''a vessel of the
United 8tat*e™ if It is documented
under U A law.

Because UA law doe* not require
"vessels of the United States™ which
embark from foreign ports to employ
UA labor other than the master and
chief of this snip, vessels could enjoy
this access while employing predomi-
nantly foreign seamen.

The law Il currently stands has put
UA built and manned offshore proc-
essors and onshore processors at a
competitive disadvantage in relation to
rtflasred processor*. While the bill
would grandfather In the rights of ex-
isting reflagied processing vessels, s
100 percent UA citizenship require-
ment would be imposed for ercwe
working on these vessels. This require-
ment, and the 10-year prohibition on
the use of rvnagred vessels for fish
processing would serve to level the
playing field for all fish processors.
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Finally, let me note the Importance

.of additional provisions of this legisla-

tion requiring th* Secretary of Com-
merce to Investigate the extent to
which transshipment, the practice by
which foreign processors transfer
processed fish to U.S. cargo vessels for
delivery to the UA market, may
Impair tho continuing effort to fully
develop the U A fishing industry.

In the closing days of the 88th Con-
gress. | Introduced similar legislation
to call to my ooUeague*' attention the
need to address this serious problem. 1
am pleased to join my colleague, the
senior Senator from Alaska In once
again addressing this issue and | urge
my colleagues to Join us In supposing
this legislation.

By Mr. THURMOND:

8. 378. A bill to amend the Tariff

Schedules of the United States to con-
tinue the suspension of duty on n-en-
thol feedstocks; to the Committee on
Finance.
SOSruuoXx orsvrr o* taorraotrrwioau
¢« Mr. THURMOND. Mr. President,
today | am Introducing a bill that was
introduced by me In the 88th Congress
which would further extend the tem-
porary suspension of the duty on oer-
tain menthol feedstocks. These feed-
stocks are utilized by domestic manu-
facturers to produce synthetic men-
thol. A duty Is Imposed on thss*
chemicals when they are imported
into the United States from West Oer-
many, since there are no domestic in-
dustries that produoe thee* particular
feedstocks, this duty affords no pro-
tection to any chemical manufacturer
In ths United State*. To th* contrary,
It Impose* an unneoeasary financial
burden on the U A menthol Industry
by Increasing production costs.

To relieve this unnee**e*ry burden, X
Introduced a Mil In 1863 to temporari-
ly suspend the duty on menthol feed-
stocks. That legislation was ultimately
incorporated Into the Miscellaneous
Tariff Act of IBM which b*cmm* law
In October 1884. It provided for th*
suspension of this duty untfl Dootm-
ber 31, 1867.

Unfortunately, the situation facing
our domestic menthol Industry has
worsened since 1864. There are run no
American producers of menthol feed-
alocks. The American menthol Indus-
try must Import the** vital feedstock*
to produce menthol product*. The
American menthol Industry la then
forced to oompet* against foreign,
cheaply produced menthol products In
domestlo and International markat*.
In 1884. the market prtc* for the fin-
ished menthol product was 110.70 per
pound, since that time, ths marfcst
price has steadily declined. The dw-
ell*.In market prioe* U due to foreign
countries which subsidise and protect
their menthol producers. This decline
In price* has had a revere impact on
our domeaUe Industry. The United
States hu only one domestic manufao-
turn of menthol Thl* producer has
suffered a 40-p*roent drop in operat-
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ing profits from 1965-1866. Despite
eroding profit*, this company has
mansged to maintain Its market share
over ths put few yetrs. However, If
ths suspension of this duly Is not ex-
tended, the future of domestic men-
thol production looks bleak.

This bill would simply extend the
suspension of the duty on menthol
feedstock* for 6 mors years, ur.lll De-
cember 31, 1883. It would permit the
continued receipt of the particular
feedstocks necessary to produce men-
thol without paying a duty.

Mr. President, | realize thl* bill will
not solv* all ths numerous trade diffi-
culties fared by our domestlo menthol
Industry. However, it would assist one
domestic business In it* competition
agsinst foreign manufacturers. It will
help preserve the American menthol
Industry and many American Jobs. For
these reason*, | urge the prompt psa-
ute of this Important legislation.*

By Mr. THURMOND;

S 378. A bill to amend the Tariff
Schedules of the United 8t*tes with
respect to extracorporeal shock wave
llthotriptere; to the Committee on Fi-
nance. '
ornucoarouu.saore-wavtL raaim u
* Mr. THURMOND. Mr. President,
today | am Introducing 1*Relation
which Is designed to remedy an exist-
ing inequity In the Tariff Schedule* of
ths United State* concerning th* clas-
sification of extracorporeal shock,
wave lithotripUrs. .

The extracorporeal ahock wav* 11th-
otripter is a n*w Invention which gen-
erate* a shock wav*, to disintegrate
kidney stone* without Invaalv* sure
gery. At present, th* only lithotrlpter
manufacturer which ha* reoaived Food
and Drug Administration approval for
u>« in the United State* 1* Domier
Medical System*, which 1* baaed In
West Oermany. Then are no domestic
manufacturers presently producing a
lithotripter approved by our Oov*ra-
menu

The lithotripter enable* patient* to
avoid gingery. It reduce* pain, and suf-
fering. Inpallant hospitaltution. and
the cost of Kidney stone treatment. In
fact, many lithotripter procedure* can
b« performed on an outpatient basis.

Under the prcsmt tariff sch*<luls.
llthotriptere fail under the
"'glectromedical anparatus' category.
Within this category there are two dlIf.
ferent duty schedule*. A duty of tJ
percent U Imposed on an "ftlaaL.rocurgl-
cad apparatus." All other Item* la this
csUiory carry a 4.4-pcroant duty.
W hither th* procedure U surgical or
nonsurgtcaJ U apparently a d*i**aln-
lag factor In regards to the amount of
the duty. The duty on a surgical appa-
ratus over twin* th* duty oa any
Other eleciromedkml apparatus; and
represents a great deal of money on
cretly iUms like lilhotriptara. fipedfl-
colly, the difference In duties who Ap-
plied to the present price of tho -tho-
tripttr U approximately 1100,G0v.
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