
'zrc^rz  i

SL firs -• VVLas . f l  9fr9 L
i o ^ :  i c a u l  .t  n a T T T T . T m n  r T v r n T w n - c i e a T  V A T Q W T W



Senator M. E. D a n k w o r t h M a r c h  11, 1982
Page 8

I h a v e  a t t a c h e d  a d r a f t  C o m m i t t e e  S u b s t i t u t e  fo r  the 
b i l l  w h i c h  i n c o r p o r a t e s  the c h a n g e s  s u g g e s t e d  in th is  letter.

I h o p e  th i s a n s w e r s  y o u r  q u e s t i o n s  a b o u t  the 
D e p a r t m e n t ' s  F Y  83 f u n d i n g  n e e d s  for  o i l  a n d  ga s l i t i g a t i o n .
If y o u  h a v e  a n y  f u r t h e r  q u e s t i o n s  or i n f o r m a t i o n  n e ed , p l e a s e  
f e e l  f r e e  to c a l l  c. ' " a t  a n y  time.

V e r y  t r u l y  y o u r s ,

W i l s o n  L. C o n d o n  
A t t o r n e y  G e n e r a l
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N  T H E  S E N A T E  BY T H E  J U D I C I A R Y  C O M M I T T E E

H O U S E  C S  F O R  S E N A T E  B I L L  NO. 765 ( J u d i c i a r y )

I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A BILL

o r  an  Act e n t i t l e d :  "A n Ac t e x e m p t i n g  the i m p o r t a t i o n  of s a c r a m e n t a l  w i n e

for r e l i g i o u s  p u r p o s e s  f r o m  a p r o h i b i t i o n  o n  t h e  

p o r t a t i o n  of a l c o h o l i c  b e v e r a g e s  i n t o  m u n i c i p a l i t i e s  o r  ! 

v i l l a g e s ."

I T  E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF AL AS KA :

* S e c t i o n  1. AS  0 4 . 1 1 . 4 9 6 ( b )  is a m e n d e d  to read:

(b) If a m a j o r i t y  of the v ot e r s  v o t e  " y e s "  o n  th e  q u e s t i o n  s e t  ou t 

in (a) of t h i s  s e c t i o n ,  a person, b e g i n n i n g  o n  th e f i r s t  d a y  o f  t h e  

m o n t h  f o l l o w i n g  c e r t i f i c a t i o n  of the r e s u l t s  of th e e l e c t i o n ,  m a y  n o t  

k n o w i n g l y  send, t r a n s p o r t ,  or b r in g an_ a l c o h o l i c  b e v e r a g e  [ B E V E R A G E S ]  

i n t o  the m u n i c i p a l i t y  or e s t a b l i s h e d  v i l l a g e , u n l e s s  the a l c o h o l i c  

b e v e r a g e  is s a c r a m e n t a l  w i n e  to be u s e d  for bona  f i d e  r e l i g i o u s  p u r p o s e s  

b a s e d  on  te n e t s  o r t e a c h i n g s  of a c h u r c h  or r e l i g i o u s  b o d y ,  is l i m i t e d

I wet'- * L
in  q u a n t i t y  to the  a mo u n t  n e c e s s a r y  for r e l i g i o u s  p u r p o s e s ,  a n d  i s j ois-r 

p e n s e d  f o r r e l i g i o u s  p u r p o s e s  b y  a p e r s o n  a u t h o r i z e d  b y  th e  c h u r c h  o r

r e l i g i o u s  b od y  to d i s p e n s e  the s a c r a m e n t a l  w i n e . T h e b o a r d  s h a l l  be 

n o t i f i e d  i m m e d i a t e l y  a f t e r  c e r t i f i c a t i o n  of the r e s u l t s  of t h e  e l e c t i o n  

a n d  t h e r e a f t e r  m a y  n o t  issue, r e n e w ,  o r t r a n s f e r  b e t w e e n  h o l d e r s  o r 

l o c a t i o n s  a l i c e n s e  for l i c e n s e d  p r e m i s e s  l o c a t e d  w i t h i n  t h e  b o u n d a r i e s  

of the m u n i c i p a l i t y  a n d  w i t h i n  u n i n c o r p o r a t e d  a r e a s  w i t h i n  f i v e  m i l e s  of 

t h e  be ..ndaries of th e  m u n i c i p a l i t y  or  w i t h i n  the  p e r i m e t e r  o f  t h e  

e s t a b l i s h e d  v ill ag e. L i c e n s e s  that [WHICH] m a y  n o t  be r e n e w e d  b e c a u s e  

of a local o p t i o n  e l e c t i o n  h e l d  u n d e r  this s e c t i o n  a r e  v o i d  9 0  d a y s  

a f t e r  the r e s u l t s  of the  e l e c t i o n  a r e  c e r t i f i e d .  A l i c e n s e  t h a t  [ W H I C H ]  

L A - L  2 0 A  -1- H C S S B  7 6 5 ( J u d )
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ALASKA LEGAL SERVICES CORPORATION
6 IS ' V  STREET.  SUITE i OO 

A N C H O R A G E .  A L A S K A  3 9 5 C I  

Tc lCPm on c 1907) 2 7 2 -5 *3 1

F e b r u a r y  8, 1 98 2

H A N D - D E L I V E R E D

T h e  H o n o r a b l e  B i l l  Ra y  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  (US 3100)
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  Ra y:

A s  d i s c u s s e d  in o u r  c o n v e r s a t i o n  of F e b r u a r y  5, 1 9 8 2 ,  t h e  a b i l i r y  
l e g a l l y  to o b t a i n  s a c r a m e n t a l  w i n e  is a m a t t e r  o f  s e r i o u s  c o n c e r n  
in c o m m u n i t i e s  w h i c h  h a v e  h e l d  or  a r e  c o n s i d e r i n g  h o l d i n g  s t a t e  
T i t l e  4 a l c o h o l  l o c a l  o p t i o n  e l e c t i o n s  to p r o h i b i t  t h e  s a l e  a n d  
i m p o r t a t i o n  o f  a l c o h o l i c  b e v e r a g e s .  As  A. S . u 4 . 1 1 . 4 9 6  is c u r r e n t l y  
w r i t t e n ,  the  s t a t u t e  s e t s  o u t  no  e x c e p t i o n  to p r o v i d e  f o r  t h e  
c o n t i n g e n c y  o f  s a c r a m e n t a l  w i n e  to b e  u s e d  f o r  r e l i g i o u s  s e r v i c e s  
o n c e  a m u n i c i p a l i t y  o r e s t a b l i s h e d  v i l l a g e  h a s  h e l d  a v a l i d  
e l e c t i o n  to p r o h i b i t  t h e  sa le  a n d  i m p o r t a t i o n  o f  a l c o h o l i c  b e v e r a g e s .  
T h i s  p u t s  c h u r c h  o f f i c i a l s  in t he  p e c u l i a r  p o s i t i o n  o f  h a v i n g  to  
v i o l a t e  the l a w  to b r i n g  w i n e  f or  r e l i g i o u s  s e r v i c e s  i n t o  v i l l a g e s  
w h i c h  h a v e  h e l d  e l e c t i o n s .

In a g r e a t  m a n y  o f  the s i x t y  o r  so v i l l a g e s  to w h i c h  t h e  A L S C  
A l c o h o l  P r o j e c t  s t a f f  a n d  I, u p o n  v i l l a g e  - e a u e s t ,  h a v e  t r a v e l l e d ,
th ' i s s u e  has b e e n  r a i s e d  by n u m e r o u s  v i l l a ,  e r e s i d e n t s  a s  w e l l
as R o m a n  C a t h o l i c  an d R u s s i a n  O r t h o d o x  p r i e s t * .  I n  p a r t i c u l a r ,  
th e  p r o b l e m  w a s  r e c e n t l y  c a l l e d  to o u r  a t t e n t i o n  b y  B r o w n  J u g  w h e n  
the  c h u r c h  in St. M a r y ' s  p l a c e d  a n o r d e r  w i t h  t h e m .  B r o w n  J u g  
w a s  u n d e r s t a n d a b l y  l o a t h  to r i s k  t h e  l o c a l  o p t i o n  l a w  p e n a l t i e s .
W e  h a v e  c h e c k e d  t he  s t a t u t e s  o f  o t h e r  s t a t e s  w h i c h  h a v e  a l c o h o l
l o c a l  o p t i o n  l a w s  s i m i l a r  to A l a s k a .  E a c h  s t a t e  s t a t u t e  r e s e a r c h e d  
h a s  a n  e x p r e s s  e x c e p t i o n  for s a c r a m e n t a l  w i n e  a s  p a r t  o f  t h e  
s t a t u t o r y  s c h e m e .

In t h e s e  s t a t u t e s  (w hi ch  I w i l l  b e d e l i g h t e d  t o  p r o v i d e  if y o u  
a r e  i n t e r e s t e d ) , t h e  s a c r a m e n t a l  w i n e  e x c e p t i o n s  t o  p r o h i b i t i o n  
l i m i t  a c q u i s i t i o n  of s a c r a m e n t a l  w i n e  to o f f i c i a l s  o r  a u t h o r i z e d  
r e p r e s e n t a t i v e s  o f  c h u r c h e s  or  b o n a  f i d e  r e l i g i o u s  o r g a n i z a t i o n s  
fo r u s e  a n d  d i s p e n s a t i o n  in b o n a  f i d e  r e l i g i o u s  c e r e m o n i e s  a n d  
r i t u a l s .  T h e  s a c r a m e n t a l  w i n e  e x c e p t i o n  h as  b e e n ,  in o t h e r  s t a t e s ,  
s i m p l y  w r i t t e n  o r  c a n  i n v o l v e  c o m p l i c a t e d  p r o c e d u r e s  i n v o l v i n g  
a f f i d a v i t s  a n d  p a c k a g e  l a b e l l i n g .



H o n o r a b l e  3 1 1 1  H a y  
P a g e  T w o
F e b r u a r y  8, 1982

In d r a f t i n g  th e  e n c l o s e d  s a c r a m e n t a l  w i n e  e x c e p t i o n ,  w e  h a v e  
o p t e d  f o r  a s i m p l y  w r i t t e n  e x c e p t i o n  a d d i n g  a n e w  s u b s e c t i o n  (d) 
to  A . S .  0 4 . 1 1 . 4 9 6 .

A s  i n d i c a t e d  in our c o n v e r s a t i o n  of F e b r u a r y  5, 1 9 8 2 ,  y o u  w i l l  b e  
h e a r i n g  f r o m  s o m e  of  the p e o p l e  an d  g r o u p s  w h o  b r o u g h t  t h i s  
p r o b l e m  to o u r  a t t e n t i o n .

T h a n k  y o u  f o r  a g r e e i n g  to i n t r o d u c e  t h i s  p i e c e  o f  l e g i s l a t i o n .

P l e a s e  c a l l  m e  if y o u  h a v e  a n y  q u e s t i o n s  o r  I c a n  o t h e r w i s e  b e  
of  a s s i s t a n c e .

S i n c e r e l y ,

A L A S K A  L E G A L  S E R V I C E S  C O R P O R A T I O N

C a r o l e  A. B a e k e y
S t a t e w i d e  A l c o h o l  C o o r d i n a t o r

C A B / j s

E n c l o s u r e



P R O P O S E D  A M E N D M E N T  T O  A.S . 0 4 . 1 1 . 4 9 6

( S a c r a m e n t a l  W i n e  E x c e p t i o n )

A. S . 0 4 . 1 1 . 4 9 6  is a m e n d e d  b y  a d d i n g  a  s u b s e c t i o n  (d) 
w h i c h  r e a d s  a s  f o l l o w s :
N O T H I N  , I N T H I S  S E C T I O N  S H A L L  P R E V E N T  T H E  I M P O R T A T I O N r 
P O S S E S S I O N ,  A N D  D I S P E N S A T I O N  O F  W I N E  F O R  S A C R A M E N T A L  
P U R P O S E S  O N L Y  B Y  A N  A U T H O R I Z E D  R E P R E S E N T A T I V E  O F  A N Y  
C H U R C H  O R  B O N A  F I D E  R E L I G I O U S  O R G A N I Z A T I O N .  S U C H  
I M P O R T A T I O N  S H A L L  BE  L I M I T E D  T O  Q U A N T I T I E S  N E C E S S A R Y  
F O R  U S E  I N  B O N A  F I D E  R E L I G I O U S  C E R E M O N I E S  O R  R I T U A L S .



St, Matthew’s Episcopal Church
1030 Second Avenue Fairbanks, Alaska 99701

0

February 3j 1922 The Kcv. D onald P. Hart. I t .  c o r

Senator Bill Ray 
Fouch V (M53100) 
Juneau, Alaska 99811

Dear Senator Hay:

My attention has been directed to a problem in villages which have 
passed ordinances prohibiting the importation or use of alcohol.
The problem has to do with the use of sacramental '.vine in services, 
of the church.

As I am sure you know,several churches, the Episcopal, Roman Catholic, 
and Orthodox Churches, as well as others perhaps, use wine as a part of 
their primary worship. This is based on Biblical roots, ancient rites, 
and historic useage. In some cases where priests must come from other 
locations they are probably bringing a sufficient supply of wire for 
the service with them. In most normal cases the consumption of wine 
amounts to a single sip from the chalice for each communicant per 
service.

While this situation could be overlooked and the law simply not 
enforced in regard to priests, this would put them in a very peculiar 
position outside the law. I think this is not what priests want. An 
amendment to the law, allowing an exception, for sacramental use, would 
be much more preferred.

Bishop Harris is out of the State at this time. As president of the 
Diocesan Standing Committee I write to you on behalf of this Diocese.
My thanks for your attention to this matter.

Sincerely

Donald P. Hart

President of the Standing Committee

cc. The Rt. Rev. George C„ Harris



HOLY CROSS MISSION
H O L Y  C R O S S .  A L A S K A  

S 9 6 0 2

F e b r u a r y  8 ,  1 9 6 2

S e n a t o r  B i l l  R a y  
A l a s k a  S u a t e  L e g i s l a t u r e  
r o u c h  7  (MS  3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 3 1 1

D e a r  S e n a t o r  R a y :

I h a v e  h i g h  p r a i s e  f o r  t h e  w o r k  t h a t  C a r o l  B a e k e y  h a s  d o n e  r e g a r d i n g  
t h e  A l c o h o l  L o c a l  O p t i o n  L a w .  H o w e v e r ,  a s  I h a v e  m e n t i o n e d  t o  h e r ,
I  f i n d  i t s  p r e s e n t ' w o r d i n g  u n s a t i s f a c t o r y ,  a n d  p o s s i b l y  e v e n  u n c o n ­
s t i t u t i o n a l .  W h a t  a m I r e f e r r i n g  t o ?

T a k e n  in  i t s  l i t e r a l  m e a n i n g ,  I f i n d  t h a t  I w o u l d  b e  i n  v i o l a t i o n  of  
s a i d  l a w  w h e n ,  as  a  C a t h o l i c  p r i e s t ,  I t r a n s p o r t  s a c r a m e n t a l  w i n e  
i n t o  a n y  v i l l a g e  w h i c h  p r o h i b i t s  t h e  i m p o r t a t i o n  o f  a l c o h o l .  C e r t a i n ­
ly, t h e  u s e  o f  s a c r a m e n t a l  w i n e  i n  o u r  l i t u r g i c a l  s e r v i c e  d o e s  n o t  
v i o l a t e  t h e  i n t e n t  o f  t h e  law,  b u t  I f e e l  t h i s  s h o u l d  b e  c l e a r l y  
s t a t e d  i n  b l a c k  a n d  w h i t e .

L e t  m e  s t a t e  a p r a c t i c a l  c a s e  f o r  y o u .  I o r d e r  m y  s a c r a m e n t a l  w i n e  
e v e r y  t w o  y e a r s ,  f o u r  c a s e s  of  f o u r  r a l l o n s  e a c h .  I t h e n  d i v i d e  t h i s  
a m o u n t  u n  b a t w e e n  t h e  t h r e e  m a i n  v i l l a g e s  I s e r v e .  H e n c e ,  I a m  i m­
p o r t i n g  w i n e  i n t o  t h r e e  v i l l a g e s .  A b o v e  a n d  b e y o n d  t h a t ,  I g e n e r a l l y

c a r r y  a s m a l l  b o t t l e  of s a c r a m e n t a l  w i n e  i n m y  M a s s  k i t  w h i c h  i s  t r a n s­
p o r t e d  i n  m y  a i r c r a f t  t o  t h e  f o u r  o r  f i v e  o t h e r  v i l l a g e s  I  f r e q u e n t  
o n  o c c a s i o n .  A n d  t o  e x t e n d  t h a t  e v e n  f u r t h e r ,  I  n e v e r  k n o w  w h e n  I 
w i l l  b e  c a l l e d  u p o n  to f l y  to  o t h e r  v i l l a g e s  s u c h  a s  S t .  M a r y ' s ,  
M a r s h a l l ,  E m m o n a k ,  A l a k a n u k ,  C h e v a k ,  Etc.. o n C h u r c h  b u s i n e s s .  G e n e r a l ­
ly, m y  M a s s  k i t  w i l l  b e i n  t h e  a i r c r a f t  a n d  i n  i t ,  a  s m a l l  a m o u n t  o f  
s a c r a m e n t a l  w i n e .  U n d e r  t h e  p r e s e n t  la w , i f I w e r e  t o  r e m o v e  m y  M a s s  
k i t  i n a n y  v i l l a g e  p r o h i b i t i n g  t h e  i m p o r t a t i o n  o f  a l c o h o l ,  I a m  s u b­
j e c t  to a f i n e  a n d  c o n f i s c a t i o n  o f  a n  a i r c r a f t .

W h a t  I am s a y i n g  is  t h a t  t h e  p r e s e n t  l a w  i n v o l v e s  a  v i o l a t i o n  o f  m y
r i g h t  to  r e l i g i o u s  f r e e d o m ,  a n d  h e n c e ,  is u n c o n s t i t u t i o n a l  t a k e n  i n  
t h e  s t r i c t e s t  s e n s e .  I r e a l i z e  t h a t  th e  i n t e n t  o f  t h e  l o c a l  o p t i o n  
l a w  is n o t  to r e s t r i c t  s a c r a m e n t a l  w i n e  a n d  t h e  p r o p e r  u s e  t h e r e o f .  
H o w e v e r ,  t h i s  s h o u l d  be  c l e a r l y  s t a t e d .

W h a t  is a p r a c t i c a l  s o l u t i o n ?  I d o n ' t  t h i n k  y o u  c a n  r e s t r i c t  t h e  
a m o u n t ,  f o r  a p r i e s t  s e r v i n g  t h r e e  villages, w i l l  o b v i o u s l y  h a v e  t o  
i m p o r t  m o r e  t h a n  a  p r i e s t  s e r v i n g  o n e  v i l l a g e ,  a n d  e v e n  o n  a o n e  to,, 
o n e  b a s i s ,  t h e  a m o u n t  w i l l  v a r y .  W h y ?  O b v i o u s l y ,  t h e  s i z e  o f  t h e  
v i l l a g e  h a s  s o m e t h i n g  t o  d o  w i t h  t h e  amount' o f  s a c r a m e n t a l  w i n e  u s e d  
a  y e a r ,  e s p e c i a l l y  i f  c o m m u n i o n  is  g i v e n  u n d e r  b o t h  s p e c i e s .

H e n c e ,  I t h i n k  t h a t  s a c r a m e n t a l  w i n e  ( t h e  i m p o r t a t i o n  a n d  u s e  t h e r e o f )  

s h o u l d  b e  r e s t r i c t e d  t o  a u t h o r i z e d  p e r s o n s ,  i . e . ,  p e r s o n s  d e s i g n a t e d  
b y  t h e  B i s h o p .  N o t i c e  t h a t  I d o  n o t  r e s t r i c t  t h e  i m p o r t a t i o n  t o  
p r i e s t s ,  t h e  r e a s o n  b e i n g  t h a t  in m a n y  v i l l a g e s  w h e r e  a  p r i e s t  i s  
n o t  in  r e s i d e n c e ,  a l a y m a n  w i l l  p i c k  u p  t h e  m a i l ,  f r e i g h t ,  e t c . ,  a n d  

t e n d  th e C h u r c h  i n  t h e’, p r i e s t 's a b s e n c e .  T h e  w i n e  i s  g e n e r a l l y  k e p t
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HOLY CROSS MISSION
H O L Y  C R O S S .  A L A S K A

2
2 o s u c h  a p e r s o n ' s  h o m e .

T h e s e  a r e  j u s t  a c o u p l e  e x a m p l e s  zo s h o w  y o u  t h e r e  I s  n o  s i m p !  
s o l u t i o n .  H o w e v e r ,  1 d o  f e e l  t h a t  t h e r e  d e f i n i t e l y  m u s t  b e  s o  
c l a u s e  o r  p r o v i s i o n  f o r  t h e  i m p o r t a t i o n  a n d  u s e  of  s a c r a m e n t a l  
w i n e  i n  v i l l a g e s  w h i c h  new h a v e  t h e  r i g h t  t o  p r o h i b i t  t h e  i m o o r n a -  
t i o n  o f  a l c o h o l .

T h a n k  y o u  f o r  y o u r  t i m e  a n d  i n t e r e s t  in  t h i s  n a t t e r .

S i n c e r e l y  y o u r s

M i c n a e l  J. K a n i e c k i ,  S . J

cc: C a r o l  B a e k e y
B i s h o p  W h e l a n

a> 
n



Firs'f “Presbyterian Church
CUSHMAN AT SEVENTH TEL. 4 5 2 - 2 4 0 6  FAIRBANKS. A L A S K A  9 9 7 0 1
M a i l i n g  A d d r e s s :  547 S e v e n t h  A v e „

F e b r u a r y  10 , 1982

S e n a t o r  B i l l  R ay 
P o u c h  V
J u n e a u ,  AK 998 1 1 

D e a r S e n a t o r  R ay :

I  d o  b e l i e v e  t h a t  b a r r i n g  w in e  f r o m  c omm un io n  s e r v i c e s  i n  d r y  c o m m u n i t i e s  
w o u l d  be a b i t  o f  " o v e r k i l l . "  T h u s I  e n c o u r a g e  y o u  t o  amend t h e  b i l l  f o r  
t h i s  t e c h n i c a l i t y .

G ra c e  a n d  p e a c e ,

FAMILY ALTAR:
Weekdays at 5:45 and 7:40 a.m. on KFAR

SAVAKTA ATANIGMUN 
Saturday at 9:05 p.m. ' KJNP



St
P.O. Box 163 

ST. MARY'S, ALASKA 99658

F e b r u a r y  8, 1982

Senate'- B i l l  R a y  

P o u c h  !
J u n e a u ,  Ak. 9 9 8 1 1  

D e a r  S e n a t o r  Ray:

I a m  e n c l o s i n g  for y o u r  r e f e r e n c e  a r e s o l u t i o n  r e c e n t l y  
p a s s e d  b y  the C i t y  C o u n c i l  o f St. M a r y ’s r e g a r d i n g  t h e  i m p o r t a t i o n  
o f  a l c o h o l  i n t o  c o m m u n i t i e s  for r e l i g i o u s  s e r v i c e s .  S t .  M a r y ' s  
v o t e d  t o  p r o h i b i t  the i m p o r t a t i o n  a n d  s a l e  o f a l c o h o l  u n d e r  t h e  l o c a l  
o p t i o n  p r o v i s i o n s  of T i t l e  4. St. M a r y ' s ,  as y o u  c a n  p r o b a b l y  j u d g e  
f r o m  th e  n a m e ,  is p r i m a r i l y  a C a t h o l i c  c o m m u n i t y .  R e c e n t l y  t h e  c h u r c h  
h a d  s o m e  d i f f i c u l t y  b r i n g i n g  a l c o h o l  i n t o  t h e  c o m m u n i t y  b e c a u s e  o f  t h e  
law. T h i s  is a t e c h n i c a l  o v e r s i g h t  in the  p r e s e n t  l a w  a n d  I w o u l d  
e n c o u r a g e  y o u  t o s u p p o r t  an a m e n d m e n t  to  c o r r e c t  t h e  s i t u a t i o n .

I p a r t i c u l a r l y  w a n t  to t h a n k  y o u  fo r  y o u r  s u p p o r t  o f  t h e s e  
l o c a l  o p t i o n s  in T i t l e  4. T h e  o p t i o n s  h a v e  g i v e n  r u r a l  c o m m u n i t i e s  
li k e St. M a r y ' s  a n  o p p o r t u n i t y  to d e a l  w i t h  a l c o h o l  i n  t h e  m a n n e r  t h a t  
is most- l o c a l l y  a p p r o p r i a t e .

S i n c e r e l y ,

C I T Y  O F  ST. M A R Y ’S

T i m o t h y  E\ T r o l l  
C i t y  M a n a g e r

r.c. J o h n  S a c k e t t  
V e r n  H u r l b e r t



‘may • bol\ja&wrted. into communities that, have opted .under'
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rtESDLuTl :>*i ~2-‘3 
OF THE CITY COUNCIL FOR 

ST. MARY’S, A L A S M

WHEREAS: The City of St. Mary's in Emergency Ordinance 81-2 prohibiting: fchg.
importation of alcoholic beverage 
exception for alcoholic beverages

WHEREAS: The local option provisions of Alaska Statutes, T i tle:A p r o h i b i t ^ ^ ^ ^ ; ; ^
. importation, do: not provide exception for ~1— w_'t J-  w~   avmsi

,'; :r religious* servipes; aid

WHEREAS: Alcoholic beverages used in church services-.do not. aj^pii’bute "fib?' 
; probl^otS'caused; :h y  alcohol In village Alaska;:!.' ." . V • t lV.t1'
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F ISCA L NOTE

THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

REQUEST 
B i l l / R e s o l u t i o n  N o . SB 765am
T i t l e  Exempting importation of alcoheTTc~beveraqes for religious purposes
R e q u e s t e d  by House Judiciary ComrnTttee_______________ D a te  7/25/32lary

I I .  F ISCA L DETA IL
A g e n c y  A f f e c t e d __________ Revenue _____ _________

P r o g r a m  C a t e g o r y  A f f e c t e d  Consumber Protection____

BRU, P r o g r a m , O r S ubp ro g ram( s) A f f e c t e d _  ABC Board
(No te : I f  m o re  t h a n  one b u d g e t  c o m p o n e n t i s  a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

am o u n t s  a n d  f u n d i n g  f o r  e a c h  c o m p o n e n t i n  t h e  a n a l y s i s  s e c t i o n . )

EXPENDITURES (Thou sa n d s o f  D o l l a r s )

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLA IMS ,ETC .

FUNDING ( Thou sa n d s o f  D o l l a r s )

GENERAL FUND
FEDERAL FUNDS
OTHER ( S p e c i f y  S o u rc e)

"  -u- -U- -0- - -rr- -u- -o-
POS IT IONS

FULL T IME 
PART T IME 
TEMPORARY

I I I .  ANALYS IS (See F i s c a l  N o te  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  I I I )

There will not be any fiscal impact on this BRU if this legislation is 

passed.

I V .  DATE 3/3/82 PREPARED BY 
AGENCY 
PHONEO r i g i n a l :  L e g i s l a t i v e  F i n a n c e  

c c :  B u d g e t a n d  M anagem en t
P r im e  S p o n s o r  ( F i r s t  L e g i s l a t o r  Mamed) 

33-001 (Rev. 12/81)

Patrick L. Sharrock, Director 

Alcoholic "Beverage Control Board 

277-863B ___





A N N O T A T I O N S  TO  P O L I C Y  L O A N  I N T E R E S T  K A T E  B I L L

A. G e n e r a l  D i s c u s s i o n

T h e  a n n o t a t i o n s  e l a b o r a t e  on  v a r i o u s  a s p e c t s  of t h e  

p r o p o s e d  l a n g u a g e  of the  Bill.

T h e  i m p o r t a n c e  of  s u b s t a n t i a l  u n i f o r m i t y  i n 

e n a c t i n g  the B i l l  b e a r s  s p e c i a l  e m p h a s i s .  It c a n n o t  be  t o o  

s t r o n g l y  u r g e d  t h a t  a ny  m a t e r i a l  v a r i a t i o n  f r o m  t h e  l a n g u a g e  

of t h e  B ill , p a r t i c u l a r l y  w i t h  r e s p e c t  to  the i n d e x  c h o s e n ,  

be c a r e f u l l y  c o n s i d e r e d  as to its i m p a c t  on i n s u r e r s  i s s u i n g  

p o l i c i e s  in m o r e  t h a n  o n e  j u r i s d i c t i o n .

Th e  B i l l  is i n t e n d e d  to be an al l i n c l u s i v e  l a w  as 

to p o l i c y  l o a n  i n t e r e s t  r a t e s  in o r d e r  t o a c h i e v e  u n i f o r m i t y  

a m o n g  the s t a t e s .  W h i l e  s o m e  s t a t e s  h a v e  s t a t u t o r y  s p e c i­

fi e d  m a x i m u m  r a t e s ,  o t h e r  s t a t e s  ar e s i l e n t  as t o  the m a x i ­

m u m  rate but m a y  h a v e  u s u r y  la ws  a p p l i c a b l e  to p o l i c y  l o a n s .  

It is a n t i c i p a t e d  th at  the e n t i r e  Bi l l wi ll  be  e n a c t e d  in 

e a c h  s t a t e  a nd  w i l l  r e p l a c e  a n y  s t a t u t o r y  l a n g u a g e  t h a t  

c u r r e n t l y  a p p l i e s  to i n t e r e s t  r a t e s  on p o l i c y  l o a n s .

B. S p e c i f i c  D i s c u s s i o n

T h e  f o l l o w i n g  s e c t i o n s  k e y  to th e n u m b e r s  se t  f o r t h  

in t h e  c o p y  of t h e  Bi ll  p r e c e d i n g  t h e s e  a n n o t a t i o n s :

1. Thv Bill a p p l i e s  o n l y  to n ew  p o l i c i e s  i s s u e d  

a f t e r  it is e n a c t e d .  Th us , it w i l l  be  so me  ti m e b e f o r e  

p o l i c i e s  w i t h  i n d e x e d  m a x i m u m  i n t e r e s t  r a t e s  on p o l i c y  l o a n s  

w i i l  be a s u b s t a n t i a l  p o r t i o n  of a n y  c o m p a n y ' s  b u s i n e s s  a n d



h a v e  i m p a c t  on  t h e  c a s h  f l o w  p r o b l e m s  e x p e r i e n c e d  

p e r i o d i c a l l y  by  r e a s o n  o f u n u s u a l  p o l i c y  l o a n  a c t i v i t y .  

S e c t i o n  ( b) (l l)  of AS  2 1 . 4 5 . 0 8 0 ,  h o w e v e r ,  w i l l  p e r m i t  t h e  

i n s u r e r  a n d  a h o l d e r  o f  an o u t s t a n d i n g  . p o l i c y  to  a g r e e  in 

w r i t i n g  t o  a m e n d  the p o l i c y  so as to p e r m i t  t h e  a p p l i c a t i o n  

o f  p r o v i s i o n s  in a c c o r d a n c e  w.Lth the  Bill .

2. A n  i n s u r e r  w o u l d  be r e q u i r e d  to i n c l u d e  in a 

p o l i c y  e i t h e r  an 8% m a x i m u m  rat e p r o v i s i o n  or a n  a d j u s t a b l e  

r a t e  p r o v i s i o n  w i t h  a m a x i m u m  b a s e d  on an  in dex. H o w e v e r ,  

n o t h i n g  i n t h i s  B i l l  is i n t e n d e d  to p r e v e n t  an i n s u r e r  f r o m  

i s s u i n g  a l l  p o l i c i e s  w i t h  an 8% r a x i m u m  r a t e  p r o v i s i o n ,  al l  

p o l i c i e s  w i t h  an i n d e x e d  m a x i m u m  rate p r e v i s i o n  or s o m e

p o l i c i e s  w i t h  one and s o m e  p o l i c i e s  with t h e  o t h e r .

3. A t w o - m o n t h  p e r i o d  h a s  bee n e s t a b l i s h e d  b e t w e e n  

th e t i m e  th a t is u s e d  as th e m o n t h l y  b a s e  for e s t a b l i s h i n g  

t h e  i n d e x e d  r a t e  a n d  the  t i m e  the a d j u s t a b l e  i n d e x e d  r a t e  is 

d e t e r m i n e d  and b e c o m e s  e f f e c t i v e .  Th is  t w o - m o n t h  p e r i o d  is 

i n t e n d e d  to g i v e  the i n s u r e r  the n e c e s s a r y  t i m e  in w h i c h  to  

d' t e r m i n e  the a c t u a l  r a t e  to be c h a r g e d  at or b e l o w  t h e

m a x i m u m  i n d e x e d  ra te  as w e l l  as the  ti m e tc n o t i f y  p o l i c y­

h o l d e r s  w i t h  e x i s t i n g  l o a n s  of a n y  c h a n g e  in t h e  r a t e  r e a­

s o n a b l y  in a d v a n c e  as r e q u i r e d  by s u b s e c t i o n  (c). T h u s ,  for 

e x a m p l e ,  the m o n t h l y  a v e r a g e  for O c t o b e r  is p u b l i s h e d  b y  

M o o d y ' s  d u r i n g  the e a r l y  p a r t  of N o v e m b e r .  A n  i n s u r e r

d u r i n g  t h e  r e m a i n d e r  of N o v e m b e r  c o u l d  d e t e r m i n e  t h e  r a t e
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t h a t  w i l l  be c h a r g e d  as of J a n u a r y  1 an d  take t h e a d m i n i s­

t r a t i v e  s t e p s  n e c e s s a r y  to n o t i f y  p o l i c y h o l d e r s  o f  a n y  

i n c r e a s e  in  the rate. N o t i c e s  c o u l d  be m a i l e d  on  D e c e m b e r  1 

a l o n g  w i t h  the p r e m i u m  n o t i c e  or the p o l i c y  l o a n  or d i v i d e n d  

s t a t e m e n t .  Th e  r a t e  w o u l d  t h e n  b e c o m e  e f f e c t i v e  o n  J a n u a r y  

1 as to a l l  o u t s t a n d i n g  and n e w  l o a n s  on or a f t e r  t h a t  d a t e .

4. T hi s s u b s e c t i o n  p r o v i d e s  for a f l o o r  u n d e r  t h e  

i n d e x e d  m a x i m u m  r a t e  a p p r o a c h ,  t h a t  is, a m i n i m u m  o n  t h e  

m a x i m u m  rate. T h u s ,  w h e n e v e r  the i n d e x  f ^ l l s  b e l o w  t h e  

s p e c i f i e d  rate, t he  f lo or w o u l d  ap ply . A  m i n i m u m  w a s  c o n s i­

d e r e d  n e c e s s a r y  to e n s u r e  t h a t  t h e m a x i m u m  p o l i c y  l o a n  

i n t e r e s t  r a t e  w o u l d  n e v e r  be l ow er  t h a n  the i n t e r e s t  r a t e  

us e d to c o m p u t e  th e p o l i c y ' s  n o n f o r f e i t u r e  v a l u e s .  In 

e f f e c t ,  t h e  life i n s u r e r  s h o u l d ,  as a m i n i m u m ,  be a u e  to  

c h a r g e  an i n t e r e s t  rate th a t is e q u i v a l e n t  to the  r a t e  of 

i n t e r e s t  e a r n e d  b y  the p o l i c y h o l d e r  on his p o l i c y ' s  c a s h  

s u r r e n d e r  va l ues . T h i s  p r o t e c t s  the i n s u r e r ' s  s o l v e n c y .  A n  

a d d i t i o n a l  1% has b e e n  a d d e d  to  the r a t e  use d to c o m p u t e  t h e  

n o n f o r f e i t u r e  v a l u e  in o r d e r  to c o v e r  a d m i n i s t r a t i v e  

e x p e n s e s .

5. A p o l i c y  i s s u e d  w i t h  th e i n d e x e d  m a x i m u m  r a t e  

p r o v i s i o n  m u s t  s t a t e  h o w  o f t e n  the i n t e r e s t  r a t e  on p o l i c y  

l o a n s  m a y  be c h a n g e d  by the c o m p a n y .  T h a t  is, it m u s t  s t a t e  

w h e t h e r  t h e  rate is to be d e t e r m i n e d  q u a r t e r l y ,  s e m i a n n u a l l y  

or a n n u a l l y .
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6. T h e  r a t e  of i n t e r e s t  on p o l i c y  l o a n s  u n d e r  t h e  

i n d e x e d  m a x i m u m  r a t e  p r o v i s i o n  m a y  be d e t e r m i n e d  a s  o f t e n  a s  

a v e r y  t h r e e  m o n t h s  b u t  m u s t  be d e t e r m i n e d  by  t h e  i n s u r e r  a t  

l e a s t  o n c e  a y ea r.  T h i s  p e r m i t s  f l e x i b i l i t y  s o  t h a t  e a c h  

l i f e  i n s u r e r  m a y  c h o o s e  a f r e q u e n c y  o f  c h a n g e  c o m p a t i b l e  

w i t h  tne c o m p a n y ' s  m a n n e r  of d o i n g  b u s i n e s s .  T h e  f r e q u e n c y  

w i t h  w h i c h  a c o m p a n y  i n t e n d s  to d e t e r m i n e  the i n t e r e s t  r a t e  

is r e q u i r e d  to be i n c l u d e d  in the p o l i c y .

F o r  e x a m p l e ,  if a c o m p a n y  c h o s e  t o  d e t e r m i n e  

i n t e r e s t  r a t e s  o n c e  a y ear , it c o u l d  d o  so b y  c a l e n d a r  or  

f i s c a l  y e a r s  or by p o l i c y  a n n i v e r s a r y  d at e s .  If a c o m p a n y  

c h o s e  to d e t e r m i n e  i n t e r e s t  r a t e s  on  a c a l e n d a r  y e a r  b a s i s ,  

the  n e w  rate, b a s e d  on the a v e r a g e  for O c t o b e r ,  w o u l d  a p p l y  

to l o a n s  o u t s t a n d i n g  or t a k e n  our o n or a f t e r  J a n u a r y  1 a n d  

w o u l d  be in e f f e c t  for the e n t i r e  ye ar. If p o l i c y  a n n i v e r­

sa r y  d a t e s  w e r e  c h o s e n ,  the c o m p a n y  c o u l d  e s t a b l i s h  a n e w  

ra t e  e v e r y  m o n t h  for p o l i c i e s  w i t h  a n n i v e r s a r i e s  in t h a t  

m o n t h  and the n e w  rate  w o u l d  c o n t i n u e  for s u c h  p o l i c i e s  

u n ti l the ne x t a n n i v e r s a r y  da te.  T h u s ,  for s u c h  a c o m p a n y  

h r e r e  c o u l d  be t w e l v e  d i f f e r e n t  r a t e s  set b y  r e f e r e n c e  t o  

the i n d e x e d  m a x i m u m  bu t o n l y  one ra t e w o u l d  a p p l y  to a 

p a r t i c u l a r  p o l i c y  f r o m  o n e  a n n i v e r s a r y  t o  t h e  n e x t  

a n n i v e r s a r y .

If a c o m p a n y  c h o s e  to d e t e r m i n e  i n t e r e s t  r a t e s  

q u a r t e r l y ,  it c o u l d  do so on a c a l e n d a r  b a s i s  or by p o l i c y
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a n n i v e r s a r y  d at e s .  T h u s ,  fcr e x a m p l e ,  a c o m p a n y  c o u l d

i n c r e a s e  or d e c r e a s e  the  i n t e r e s t  r a t e  as of J a n u a r y  1, 

A p r i l  1, J u l y  1, and O c t o b e r  1 or at t h r e e  m o n t h  i n t e r v a l s  

d u r i n g  a p o l i c y  year. T h e  i n c r e a s e  or d e c r e a s e  w o u l d  be 

b a s e d  on the  i n d e x  for- th e m o n t h  e n d i n g  tw o  m o n t h s  w o u l d  be 

O c t o b e r ,  J a n u a r y ,  A p r i l ,  and  J ul y,  r e s p e c t i v e l y .  R a t e  

c h a n g e s  w o u l d  a p p l y  to all o u t s t a n d i n g  l o a n s  an d  n e w  l o a n s  

m a d e  a f te r the e f f e c t i v e  d a t e  of the c h a n g e  bu t p r i o r  to t h e  

e f f e c t i v e  d a t e  of the n e x t  ch an ge.

7. C o m p a n i e s  m a y  i n c r e a s e  t he ir  i n t e r e s t  rate if 

t h e  M o o d y ' s  i n d e x  is 1/2 of 1% or m o r e  a b o v e  th e r a t e

a c t u a l l y  b ei ng  c h a r g e d .  Of c o u r s e ,  a c o m p a n y  is n o t

r e q u i r e d  to  i n c r e a s e  the r a t e  and m a y  d e c i d e  to k e e p  t h e

r a t e  b e i n g  c h a r g e d  we ll  b e l o w  the m a x i m u m  p e r m i s s i b l e  r a t e .  

T h i s  p r o v i s i o n  w i l l  p r e v e n t  c o m p a n i e s  f r o m  c h a n g i n g  t h e  

i n t e r e s t  x a t e  for i n s i g n i f i c a n t  a m o u n t s .

8. C o m p a n i e s  a r e  r e q u i r e d  to d e c r e a s e  t h e  i n t e r e s t

r a t e  at th e same  f r e q u e n c y  i n t e r v a l  as th ey  can  i n c r e a s e  t h e

r a t e  u n d e r  the p r o v i s i o n s  of the p o l i c y  w h e n e v e r  t h e  i n d e x e d  

m a x i m u m  r a t e  is 1/2 of 1% or m o r e  b e l o w  the r a t e  a c t u a l l y

b e i n g  c h a r g e d  at tha t time. Thus, t h i s  s u b s e c t i o n  r e q u i r e s

t i m e l y  d e c r e a s e s  in the  r a t e  as the  i n de x d r o p s  but is

t e m p e r e d  by  the 1/2 of 1% fa c to r in o r d e r  to a v o i d  r e d u c i n g  

th e  rate  for an i n s i g n i f i c a n t  amount.



9. P r o v i s i o n s  for n o t i c e  h a v e  b e e n  e s t a b l i s h e d  in 

o r d e r  to p r o t e c t  th e p o l i c y h o l d e r .  N o t i c e  of t h e  c u r r e n t l y  

e f f e c t i v e  i n t e r e s t  ra te,  w h e t h e r  t h e  8% m a x i m u m  o r i n d e x e d  

m a x i m u m  is u se d, m u s t  be g i v e n  a t t h e  t i m e  a c a s h  l o a n  is 

m a d e .  A d v a n c e  n o t i c e  of a n y  i n c r e a s e  in the p o l i c y  l o a n  

i n t e r e s t  r a t e  m u s t  a l s o  be g i v e n  t o  p o l i c y h o l d e r s  w i t h  

o u t s t a n d i n g  l o a n s  a f f e c t e d  b y  t h e  i n c r e a s e .  N o  a d v a n c e  

n o t i c e  is r e q u i r e d  of a d e c r e a s e  in the rate. S i n c e  it is 

not p o s s i b l e  to p r o v i d e  a d v a n c e  n o t i c e  w i t h  r e s p e c t  to 

a u t o m a t i c  p r e m i u m  lo an s,  r o t i c e  s h o u l d  be g i v e n  as s o o n  as  

is r e a s o n a b l y  p r a c t i c a l  a f t e r  t h e  r a t e  is i n c r e a s e d .  

F i n a l l y ,  all n o t i c e s  s e n t  to p o l i c y h o l d e r s  m u s t  s t a t e  t h e 

t y p e  of ra te  b e i n g  u se d,  t h a t  is, a m a x i m u m  of 8% or the  

i n d e x e d  m a x i m u m ,  and  th e f r e q u e n c y  w i t h  w h i c h  the  c o m p a r y  

m a y  c h a n g e  the v a r i a b l e  rate.

10. S i n c e ,  in m a n y  i n s t a n c e s ,  it is i m p o s s i b l e  to 

te l l in a d v a n c e  the a m o u n t  of i n t e r e s t  to be p a i d  o n  a l o a n  

b e c a u s e  of the f l e x i b l e  n a t u r e  of the i n t e r e s t  r ate , t h e r e  

is the p o s s i b i l i t y ,  in s i t u a t i o n s  w h e r e  a m a x i m u m  l o a n  is 

taken, t h a t  a p o l i c y  m i g h t  l a p s e  b e c a u s e  of an i n c r e a s e  in 

the i n t e r e s t  ra tes . In o r d e r  to a v o i d  t h i s  p o s s i b i l i t y ,  th e  

s e c t i o n  n o w  p r o v i d e s  that  a p o l i c y  w i l l  not  l a p s e  d u r i n g  the 

p o l i c y  y e a r  s o l e l y  as a r e s u l t  of an i n c r e a s e  in the i n­

te r e s t  r a t e  d u r i n g  t h a t  p o l i c y  ye ar. The  i n s u r e r  m u s t  

m a i n t a i n  c o v e r a g e  d u r i n g  th at  p o l i c y  y e a r  un ti l the  ti m e  t h e
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c o v e r a g e  w o u l d  h a v e  t e r m i n a t e d  h a d  t h e  i n t e r e s t  r a t e  n o t  

b e e n  i n c r e a s e d  d u r i n g  t h a t  p o l i c y  y e a r .  In o t h e r  w o r d s ,  

u n d e r  t h e s e  c i r c u m s t a n c e s ,  t h e  i n s u r e r  m u s t  m a i n t a i n  c o v e­

r a g e  u n t i l  the e a r l i e r  of (1) the en d  of t h e  p o l i c y  y e a r  or 

[2) the t i m e  c o v e r a g e  w o u l d  h a v e  t e r m i n a t e d  h a d  t h e  i n t e r e s t  

rc»te n o t  b e e n  i n c r e a s e d  d u r i n g  the p o l i c y  y e a r .  T h i s  p r o ­

v i s i o n  a l o n g  w i t h  t h e  a d v a n c e  n o t i c e  r e q u i r e m e n t  g i v e s  th e 

p o l i c y h o l d e r  time to m a k e  s u f f i c i e n t  p a y m e n t s  to p r e v e n t  

t e r m i n a t i o n  of c o v e r a g e .

11. The i n t e r e s t  r a t e  p e r m i t t e d  o n  the r e i n s t a t e­

m e n t  of p o l i c y  l o a n s  for t h e  p e r i o d  d u r i n g  an d a f t e r  the  

l a p s e  o f  t h e  p o l i c y  s h a l l  be t h e  s a m e  i n t e r e s t  r a t e  

a p p l i c a b l e  to p o l i c y  lo an s.  This a v o i d s  t h e  a d m i n i s t r a t i v e  

c o m p l i c a t i o n s  t h a t  w o u l d  e n s u e  if a d i f f e r e n t  r a t e  w e r e  

a p p l i c a b l e  to r e i n s t a t e m e n t s  of p o l i c y  l o a n s .  H o w e v e r ,  

i n t e r e s t  on pa s t d u e  p r e m i u m s  w o u l d  n o t  be a f f e c t e d .

12. S i n c e  the B i l l  is i n t e n d e d  as a n  all i n c l u s i v e  

la w as to p o l i c y  l o a n  i n t e r e s t  ra t es , its p r o v i s i o n s  w o u l u  

be a p p l i c a b l e  to c e r t i f i c a t e s  i s s u e d  by f r a t e r n a l  b e n e f i t  

s o c i e t i e s .  In a l m o s t  all st a t e s  t h e y  a r e  g o v e r n e d  by a 

s e p a r a t e  code. T h e  c o m m e r c i a l  i n s u r a n c e  l a w s  d o  n o t  a p p l y  

u n l e s s  f r a t e r n a l  b e n e f i t  s o c i e t i e s  a r e  s p e c i f i c a l l y  m e n ­

tio ned . T h e  p r o v i s i o n s  of the Bi ll  a r e  a l s o  a p p l i c a b l e  to 

a n n u i t y  c o n t r a c t s  w h e n  l o a n s  are p r o v i d e d  f o r  by s u c h  c o n­

tra cts .

-7-



13. A u t o m a t i c  p r e m i u m  l o a n s  are  t o  be t r e a t e d  in

the s a m e  m a n n e r  as c a s h  l o a n s  o n  a p o l i c y  a n d  w o u l d  be

s u b j e c t  to the s a m e  i n t e r e s t  ra te.

14. T h e  M o o d y ' s  C o r p o r a t e  B o n d  Y i e l d  A v e r a g e  - 

M o n t h l y  a v e r a g e  C o r p o r a t e s  w a s  c h o s e n  as t h e  i n d e x  b e c a u s e  

it g e n e r a l l y  c o r r e s p o n d s  to t h e  r a t e s  a v a i l a b l e  to  i n s u r e r s  

on n e w  l o n g - t e r m  i n v e s t m e n t s  an d c o n s e q u e n t l y ,  its u s e  

p r o m o t e s  e q u i t y  b e t w e e n  p o l i c y h o l d e r s  w h o  do b o r r o w  a n d

t h o s e  w h o  do not. It is g e n e r a l l y  a s m o o t h  a n d  s t a b l e  

l o n g - t e r m  ra t e n o t  s u b j e c t  to the v o l a t i l e  h i g h s  an d  l o w s  

fr o m m o n t h  to m o n t h  of th e v a r i o u s  s h o r t - t e r m  r a t e s .  N e v e r ­

t h e l e s s ,  it is r e s p o n s i v e  to t h e  c h a n g i n g  i n t e r e s t  r a t e s  in 

the e c o n o m y .  A n o t h e r  f a c t o r  in c h o o s i n g  this  p a r t i c u l a r

i n d e x  is t h a t  it is t h e i n d e x  a d o p t e d  by th e N A I C  for it s

M o d e l  S t a n d a r d  V a l u a t i o n  and N o n f o r f e i t u r e  laws. M o r e o v e r ,

it is w i d e l y  r e c o g n i z e d  and r e a d i l y  a v a i l a b l e .  T h e  m o n t h l y  

a v e r a g e  is p u b l i s h e d  by M o o d y ' s  I n v e s t o r s  S e r v i c e ,  Inc . 

w i t h i n  a few  d a y s  of the c l o s e  of the c a l e n d a r  m o n t h .  T h u s ,  

a p o l i c y h o l d e r  or r e g u l a t o r  c o u l d  r e a d i l y  d e t e r m i n e  t h e  

m a x i m u m  p o l i c y  l o a n  i n t e r e s t  r a t e s  at an y g i v e n  m o m e n t .

15. A l t h o u g h  M o o d y ' s  I n v e s t o r s  S e r v i c e ,  Inc. h a s

p u b l i s h e d  the C o r p o r a t e  Bo nd  Y i e l d  A v e r a g e  - M o n t h l y  A v e r a g e  

C o r p o r a t e s  for m a n y  y e a r s ,  t h i s  p r o v i s i o n  p e r m i t s  a s i m i l a r  

i n d e x  to be s u b s t i t u t e d  in t h e  e v e n t  th at  M o o d y ' s  or a n y

s u c c e s s o r  t h e r e t o  no l o n g e r  p u b l i s h e s  this p a r t i c u l a r  ind ex .



A s u b s t i t u t e  m u s t  be p r o m u l g a t e d  b y  the D i r e c t o r  of  I n s u r­

a n c e  in a r e g u l a t i o n  w h i c h  w o u l d  p r o m o t e  g r e a t e r  u n i f o r m i t y  

t h a n  a s t a t e  b y  s t a t e  d e t e r m i n a t i o n  an d w o u l d  al so  h a v e  a 

m o r e  p e r m a n e n t  eff ect .

16. T h i s  s e c t i o n  m a k e s  it c l e a r  t h a t  p o l i c i e s  in 

e x i s t e n c e  p r i o r  to t he  e f f e c t i v e  d a t e  of the B i l l  c o u l d  be 

a m e n d e d ,  w i t h  the w r i t t e n  a g r e e m e n t  of t h e  p o l i c y h o l d e r ,  to 

i n c l u d e  th e p r o v i s i o n  of the Bill.

17. The  o n l y  c h a n g e  m a d e  in this s e c t i o n  is a 

r e f e r e n c e  to t h e  p r o v i s i o n s  of the lo a n i n t e r e s t  p r o v i s i o n s  

for c o m p u t a t i o n  of the a m o u n t  to be p a i d  on r e i n s t a t e m e n t .
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T h e  H o n o r a b l e  R a m o n a  B a r n e s  
C h a i r p e r s o n
H o u s e  J u d i c i a r y  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V

I a m  w r i t i n g  t o  s u g g e s t  th a t to th e  e x t e n t  t i m e  p e r m i t s  in 
y o u r  c o m m i t t e e ' s  w o r k  o n  C S S B  535 c o n s i d e r a t i o n  b e  g i v e n  to 
the  .elusion of p r o v i s i o n s  d e a l i n g  w i t h  th e s u b j e c t  o f  
w i t n e s s  i m m u n i t y  in c r i m i n a l  p r o s e c u t i o n s .  A s  y o u  m a y  
r e c a l l ,  I h a v e  s u b m i t t e d  l e g i s l a t i o n  in t h e  p a s t  o n  t h i s  
s u b j e c t .  Jt w a s  f a v o r a b l y  a c t e d  u p o n  in t h e  H o u s e  b u t  
s u b s e q u e n t l y  d e f e a t e d  in the S en a t e .

M o r e  r e c e n t l y  d u r i n g  the c o u r s e  o f  a c o m p l e x  g r a n d  j u r y  
i n v e s t i g a t i o n ,  the s t a t e  o b t a i n e d  a r u l i n g  f r o m  t h e  A l a s k a  
S u p r e m e  C o u r t  t h a t  e v e n  in the a b s e n c e  of  l e g i s l a t i o n  th e  
s t a t e  c o u l d  c o m p e l  a w i t n e s s  to t e s t i f y  w h o  a s s e r t e d  t he  
p r i v i l e g e  a g a i n s t  s e l f - i n c r i m i n a t i o n  t h r o u g h  a c o n f e r r a l  of  
i m m u n i t y .  T h e  S u p r e m e  Co u rt ,  h o w e v e r ,  s u b s e q u e n t l y  r u l e d  
th a t t h e  f o r m  of i m m u n i t y  w h i c h  m u s t  be g r a n t e d  m u s t  b e  
" t r a n s a c t i o n a l . "  T h i s  m e a n s  th a t in o r d e r  to o b t a i n  
n e c e s s a r y  t e s t i m o n y  an i n d i v i d u a l  m u s t  b e g i v e n  a f u l l  g r a n t  
o f  i m m u n i t y  f r o m  p r o s e c u t i o n  for the  s u b j e c t  m a t t e r  o f  hi s 
t e s t i m o n y .  T h e  c o u r t  i m p o s e d  this r e q u i r e m e n t  as a " r u l e  o f  
p r a c t i c e "  r a t h e r  than as a c o n s t i t u t i o n a l  r e q u i r e m e n t .  T h e  
s t a t e  h a d  c o n t e n d e d  th a t a l e s s e r  f o r m  of i m m u n i t y ,  r e f e r r e d  
o as "u s e i m m u n i t y " ,  w a s  all th a t is c o n s t i t u t i o n a l l y  

r e q u i r e d  to s u b s t i t u t e  for the p r i v i l e g e  a g a i n s t  s e l f -
i i . c r i m i n a t i o n . T h e  court, ho w e ’er, d i d  n o t  d e c i d e  t h e  
c o n s t i t u t i o n a l  q u e s t i o n  and  the f o r m  of i m m u n i t y  w h i c h  m u s t  
b e  c o n f e r r e d  in o r d e r  to o b t a i n  t e s t i m o n y  is t h e r e f o r e  s t i l l  
a p r o p e r  s u b j e c t  for l e g i s l a t i v e  r e s o l u t i o n .

U p o n  m a k i n g  i n q u i r y ,  S t a t e  T r o o p e r s  in A n c h o r a g e  r e c e n t l y  
a d v i s e d  me  t h a t  t h e y  b e l i e v e d  the p r o b l e m s  w h i c h  w e r e  
e n c o u n t e r e d  in the r e c e n t  p r o s e c u t i o n s  in A n c h o r a g e  in the 
W a l k e r  a n d  H o p k i n s  c a s e s  d e m o n s t r a t e d  the n e e d  f o r  i m m u n i t y  
l e g i s l a t i o n .  A f t e r  s u b s e q u e n t  d i s c u s s i o n s  w i t h  the 
D e p a r t m e n t  of L a w  I f u l l y  s h a r e  that  b e l i e f .  I a l s o  b e l i e v e  
that t h e s e  c a s e s  d e m o n s t r a t e  w h y "use i m m u n i t y "  is
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p r e f e r a b l e  to 11 t r a n s a c t i o n a l "  as a m a t t e r  o f  p u b l i c  p o l i c y .  
A t  p r e s e n t ,  A l a s k a  is o n e  of the v e r y  f e w  j u r i s d i c t i o n s  
w h i c h  d o e s  n o t  h a v e  a s t a t u t o r y  f r a m e w o r k  f o r  o b t a i n i n g  
n e c e s s a r y  t e s t i m o n y  in c r i m i n a l  c a s e s  b y  p r o v i d i n g  i m m u n i t y  
to w i t n e s s e s .  T h e  N a t i o n a l  A d v i s o r y  C o m m i t t e e  o n C r i m i n a l  
J u s t i c e  S t a n d a r d s  a n d  G o a l s  r e c o m m e n d e d  in i t s  R e p o r t  of  t h e  
T a s k  F o r c e  o n  O r g a n i z e d  C r i m e , r e l e a s e d  in  D e c e m b e r  o f  1 9 76 , 
t h a t

S t a t e s  s h o u l d  e n a c t  or r e v i s e  l e g i s l a t i o n  t o  
p r o v i d e  f o r i m m u n i t y  f r o m  t h e  u s e  o f  c o m p e l l e d  
t e s t i m o n y  by  w i t n e s s e s  b e f o r e  a g r a n d  j u r y ,  i n v e s­
t i g a t i n g  c o m m i s s i o n ,  o r S t a t e  c o u r t  h a v i n g  f e l o n y  
j u r i s d i c t i o n .  T h e s e  w i t n e s s e s  s h o u l d  r e c e i v e  o n l y  
"use" i m m u n i t y  —  i.e., t h e y  s h o u l d  b e  i m m u n i z e d  
o n l y  f r o m  the use o f  e v i d e n c e  d e r i v e d  d i r e c t l y  o r  
i n d i r e c t l y  f r o m  the c o m p e l l e d  t e s t i m o n y .

P a r t i c u l a r l y  w i t h  o f f e n s e s  t h a t  a r e c o n s p i r a t o r i a l  i n  n a t u r e  
and  c o m m i t t e d  u n d e r  a h i g h  d e g r e e  o f  s e c r e c y  b y  
s o p h i s t i c a t e d  o r p r o f e s s i o n a l  c r i m i n a l s ,  t he  k e y  t o o l  
a v a i l a b l e  in s u c c e s s f u l l y  s o l v i n g  a n d  p r o s e c u t i n g  t h e  c r i m e  
is A' a a b i l i t y  to c o m p e l  t e s t i m o n y  f r o m  a l e s s  c u l p a b l e  
p a r t i c i p a n t  or  an u n c o o p e r a t i v e  w i t n e s s .

Tn e  t e c h n i c a l  d i s t i n c t i o n s  b e t w e e n  the two  t y p e s  o f  i m m u n i t y  
ar e u s u a l l y  u n d e r s t o o d  o n l y  b y  p e r s o n s  t r a i n e d  in l a w .  
H o w e v e r ,  as a r e s u l t  of the p u b l i c i t y  g e n e r a t e d  b y  t w o  
r e c e n t  t r i a l s  in J u n e a u ,  it is f a i r  to s a y  t h a t  A l a s k a  
c i t i z e n s  k n o w  far m o r e  a b o u t  w i t n e s s  i m m u n i t y  t h a n  m o s t  
p e o p l e .  In t a l k i n g  w i t h  m e m b e r s  o f  th e p u b l i c  it i s c l e a r  
that  m o s t  c i t i z e n ' s  n o t i o n s  o f  c o m m o n  s e n s e  a r e  o f f e n d e d  b y  
the id ea  th a t u n d e r  a " t r a n s a c t i o n a l "  i m m u n i t y  s t a n d a r d ,  a 
c o n v i c t e d  p e r j u r o r ,  for e x a mp le , car. b e  s e t  c o m p l e t e l y  fr e e 
s i m p l y  b e c a u s e  h i s  t e s t i m o n y  is u s e d  to c o n v i c t  a c o ­
d e f e n d a n t  in a l a t e r  trial. T h a t  r e s u l t  w o u l d  n o t  h a v e  
o c c u r r e d  if the r e q u i r e d  i m m u n i t y  w a s  " u s e  a n d  d e r i v a t i v e  
u s e . "

I h a v e  e n c l o s e d  a d r a f t  of s u g g e s t e d  a m e n d m e n t s  to  C S S B  5 35 
that  w o u l d ,  if a d o p t e d ,  e n a c t  a 'use .immunity" s t a t u t e  in 
A l a s k a .  T h e s e  p r o v i s i o n s  are p a t t e r n e d  a f t e r  c u r r e n t  
f e d e r a l  la w e n a c t e d  in the O r g a n i z e d  C r i m e  C o n t r o l  A c t  o f  
1970. T h e  c o n s t i t u t i o n a l i t y  of th i s s t a t u t e  ha s  b e e n  
s p e c i f i c a l l y  u p h e l d  by the U n i t e d  S t a t e s  S u p r e m e  C o u r t .
W h i l e  the A l a s k a  S u p r e m e  C o u r t  ha s to d a t e  d e c l i n e d  to  
d e c i d e  the q u e s t i o n ,  I a m  a d v i s e d  that t h e r e  is g o o d  r e a s o n  
to c o n c l u d e  t h a t  s u c h  a s t a t u t e  w o u l d  be  u p h e l d  u n d e r  the  
A l a s k a  C o n s t i t u t i o n .  T h e  e n c l o s e d  d r a f t  h a s  b e e n  p r e p a r e d  
at my r e q u e s t  b y  the C h i e f  P r o s e c u t o r  w h o  w i l l  b e a v a i l a b l e  
to w o r k  w i t h  y o u  a n d  y o u r  c o m m i t t e e  on  t h i s  s u b j e c t  if  y o u  
wi sh . W h i l e  I k n o w  the ho u r is e x c e e d i n g l y  late, b e c a u s e  of 
y o u r  d e m o n s t r a t e d  d i l i g e n c e  and  c o n c e r n  fo r m a t t e r s  o f  t h i s  
n a t u r e  p l u s  th e c r e s c e n d o  of c u r r e n t  p u b l i c  i n t e r e s t ,  I a m  
h o p e f u l  t h a t  in the time  r e m a i n i n g  in the c u r r e n t  s e s s i o n
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o u r  c o m m i t t e e  w i l l  oe a b l e  to a d d r e s s  th is  i m p o r t a n t  
d d i t i o n  to C S S B  535 a l o n g  w i t h  the a m e n d m e n t s  t o  t h e  
n s a n i t y  d e f e n s e  on  w h i c h  I k n o w  y o u r  c o m m i t t e e  h a s  a l r e a d y  

e x p e n d e d  c o n s i d e r a b l e  e ff o rt .
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L E G I S L A T I V E  P O S I T I O N  PAPEP.
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M a r c h  15, 1982

The  D e p a r t m e n t  o f  C o m m e r c e  an d  E c o n o m i c  D e v e l o p m e n t  f av o r s  
SB 841 i f a m e n d e d  a n d  r e c o m m e n d s  its  p a s s a g e .

The proposed legislation is based on a model law of the 
National Association of Insurance Commissioners. It would allow 
the use of either a fixed rate of interest on life insurance 
policy loans not to exceed 8% or the use of a flexible rate of 
interest which would be adjusted at least once a year based cn 
an external index.

The current approach is to use a fixed rate of interest capped 
at 8%. This rate is generally lower than the cost of such loans 
and results in an impact on policyholders dividends since those 
funds in life insurance policy loans are not available for 
investment in more lucrative markets thus reducing income 
available for distribution as dividends. This impacts the 
ultimate net cost of life insurance. It also creates a subsidy 
of policyholders using the policy loan feature of the policy by 
those policyholders who do not use the policy loan feature.

The current cap has an impact on insurer liquidity thus impact­
ing the flexibility they have in their investment portfolio. 
Income cannot be maximized which would accrue to the advantage 
of policyholders if it could be maximized.

Attached to this paper is a list of proposed amendments. Also 
attached is a section by section analysis and in some cases, a 
line by line analysis of the bill. The effect of proposed amend 
ments is also explained in those comments.

c ' f e J .  3 / t s / e z .
Edward W. Eboch 

Deputy Commissioner
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A M E N D M E N T S  P R O P O S E D

On  p a g e  2, l i n e  11
c h a n g e  "June 30" to read "J uly  1". ,

On p a g e  2, lin e 13

f o l l o w i n g  t h e  w o r d  "i ss u e d "  i n s e r t  the w o r d s  "on or", 
c h a n g e  "J une 30" t o r e a d  "J uly  1".

On p a g e  2, line 14

r e m o v e  the w o r d s  " p e r m i t t i n g  a m a x i m u m "  an d i n s e r t  " s p e c i f y i n g  an", 
r e m o v e  the w o r d  "of" an^ i n s e r t  " n o t  to  e x c e e d " .

On  p a g e  2, line  21
f o l l o w i n g  t h e  w o r d  "poi nt " i n s e r t  "a yea r" .

On p a g e  3, line 12

re m o v e  the w o r d  " b e c a u s e "  and i n s e r t  "as th e  s o l e  r e s u l t  o f  the 
ch a ng e in"
r e m o v e  the w o r d s  "has c ha ng ed ".

On p a g e  3, line 13

f o l l o w i n g  th e w o r d  "year" i ns e r t  "; the i n s u r e r  s h a l l  m a i n t a i n  
c o v e r a g e  d u r i n g  t h a t  p o l i c y  y e a r  u n t i l  the t i m e  at w h i c h  the 
p o l i c y  w o u l d  h a v e  t e r m i n a t e d  if t h e r e  h a d  b e e n  n o  ch a ng e d u r i n g  
tha t p o l i c y  ye ar" .

On p a g e  4, line 2
f o l l o w i n g  th e  w o r d  "made" i n s e r t  "on or".
C h a n g e  June 30" t o  r e a d  "July 1"

On p a g e  4, line 18
f o l l o w i n g  the w o r d  "AS 2 1 . 4 5 . 0 8 0 "  i n s e r t  "(c)".



In t ro d u c e d :  3/8 /82
R e fe r red :  Labor & Cocsrerce anc

J u d i c ia r y

'  BY THE LAliJR AND
IN THE SENATE COMMERCE COMMITTEE

SENATE BILL NO. 841 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE -  SECOND SESSION 

A BILL

For in  Act e n t i t l e d :  "An Act r e l a t i n g  to  I n s u r e r . e  p o l i c y  p r o v i s io n s  on

p o l i c y  loans  and r e in s t a t e m e n t  of  p o l l c l e s i  and p ro v id ­

in g  f o r  an e f f e c t i v e  d a l e . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t io n  1. AS 2 1 .4 3 .0 8 0 (a )  l a  amended to  r e a d :

( a )  There s h a l l  be a p r o v i s io n  t h a t  a f t e r  t h r e e  f u l l  y e n r s '  

premiums have been p a id  and a f t e r  th e  p o l i c y  has a cash  s u r r e n d e r  value 

and while  no premium la  In  d e f a u l t  beyond the  g race p e r io d  f o r  payment, 

th e  Ins • w i l l  advance ,  on p ro p e r  assignm ent pledge of the p o l ic y  

and on tnc s o le  s e c u r i t y  ol the p o l i c y ,  a t  a s p e c i f i e d  r a t e  o f  I n t e r e s t  

n o t  exceed ing  e ig h t  p e r c e n t  a y i ' i r ,  an amount equal  to  o r ,  a t  the  o p t io n  

o f  the p a r ty  e n t i t l e d  to  I t ,  l e s s  than  the  loan vn lus  of  th e  p o l i c y .

The d i r e c t o r  nuy a u th o r i z e  ra te d  o '  I n t e r e s t  In cxcesa  of  s i x  percen t  

on ly  on a f i n d in g  t h a t  the h o ld e r s  of p o l i c i e s  w i l l  b e n e f i t  from the 

I n c re a se d  ea rn in g s  o f  the  i n s u r e r  r e s u l t i n g  from th e  M a h e r  . 'n tc s ,  

th rough  the use of h ig h e r  d iv idends  or  lower premiums, or b o th .  T e  

loan  value of  the p o l i c y  s h a l l  be a t  l e a s t  equal  to  the  cash su r re n d e r  

va lue  a t  the  end of  ilia then  c u r re n t  p o l i c y  y e a r ,  cxcup t  tlwit thu In su re r  

may d e d u c t ,  e i t h e r  from tin: loan value or frnm the proceeds of the loan ,  

an e x i s t i n g  Indeb tedness  not  a l r e a d y  deducted  1:1 de te rm in in g  the  Cush 

s u r r e n d e r  v a lue  I n c lu d in g  I n t e r e s t  then  acc rued  ou t  no t  duo, the  unpaid 

balance  of  the  premium fo r  the c u r r e n t  p o l i c y  ye a r ,  and I n t e r e s t  on t..a

loan  to  the end of  th e  c u r r e n t  p o l ic y  yea r .  The p o l i c y  may a l s o  provide

t h a t  I f  I n t e r e s t  on an Indehtednuns la  not pa id  when due I t  s h a l l  than

• 1_ SB 841
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be added to  the e x i s t i n g  In d e b te d n e ss  and s h a l l  bear  I n t e r e s t  a t  the 

same r a t e ,  and th a t  I f  and when the t o t a l  I n d e b te d n e ss  on th e  p o l i c y ,  

In c lu d in g  I n t e r e s t  due o r  a c c ru e d ,  e q u a ls  o r  exceeds th e  amount of  the 

loan  value of the p o l i c y ,  the  p o l ic y  s h a l l  t e rm in a te  and becoms v o id .  

The p o l i c y  s h a l l  r e s e r v e  to  th e  I n s u r e r  the r i g h t  to  d e f e r  th e  g r a n t in g  

of  a loan ,  o th e r  than  f o r  t h e  payment o f  a premium t o  the  I n s u r e r ,  fo r  

s i x  months a f t e r  chc d a t e  o f  the loan  a p p l i c a t i o n .  The p o l i c y ,  a t  the 

I n s u r e r ' s  o p t io n ,  may p ro v id e  f o r  au to m a t ic  premium lo a n ,  s u b je c t  to  an 

e l e c t i o n  of  the p a r ty  e n t i t l e d  to  e l e c t .  Except as  p ro v id ed  in  (e)  of  

t h i s  s e c t i o n ,  the r e q u i r e d  I n t e r e s t  r a t e s  on p o l i c y  loans n e t  out In 

t h i s  s e c t io n  a pply on ly  to  p o l i c i e s  I ssued  b e fo re  June 30. 1982.

* Sec.  2, AS 21.45.080 I s  emendnJ by sddlng new s u b s e c t io n s  to  r c s d i

(c)  A po l icy  I s su e d  a f t e r  June 30, 1982 s h a l l  have a p r o v i s io n  

p e r m i t t i n g  s maximum l n t e r u o t  r a to  on s p o l i c y  lusn of  s i g h t  purcunt a 

y e a r ,

C O M M E N T S

On  lin e 11, c h a n g e  "June 30" to r e a d  
" J ul y 1". S i n c e  the p r o p o s e d  e f f e c t i v e  da te  
of this p r o p o s a l  is July 1, 19 82 , w e  feel 
t h a t  the use o f  J u l y  1, in t he  l a n g u a g e  
w o u l d  be m o r e  co nsi st en t.

O n  line 13, f o l l o w i n g  the w o r d  " i s s u e d " ,  
i n s e r t  the w o r d s  "on or" an d c h a n g e  " J u n e  30 
to r e a d  " J u l y  1".

O n  lino  14, r em o v e  the w o r d s  " p e r m i t t i n g  a 
m a x i m u m "  and i n s e r t  " s p e c i f y i n g  an", also 
d e l e t e  the w o r d  "of" and i n s e r t  "n o t to 
e x c e e d " .

This  l a n g u a g e  c h a n g e  allows a p o l i c y  loan 
i n t e r e s t  rate up to 8?. r a t h e r  than r e q u i r i n g  
e x a c t l y  8% w i t h  n o t h i n g  loss p e r m i t t e d .  Th is  
c o m p o r t s  w i t h  the w a y  it is d o n e  n o w  and lias 
b e e n  done  in the past. It r e t a i n s  the 
" tradi.tional"method of c o m p u t i n g  p o l i c y  
loa n int er e st .



or  a p r o v i s io n  p e rm i t t in g  in  a d j u s t a b l e  maximum I n t e r e s t  r a t e  

e a t a b l l s l i e d  under t h i s  aubBectlon.

, An a d j u s t a b l e  maximum race  o f  I n t e r ­

e s t  on a p o l ic y  loan  determined u nde r  t h i s  s u b s e c t io n  nay not  exceed  the 

h ig h e r  of  the pu b l ish ed  monthly ave rage  f o r  the  c a le n d a r  month end ing  

two e o n 'h s  b e fo re  the d a te  on which the r a t e  i s  de te rm ined ,

COMMENTS

The p r i n c i p a l  c o m p o n e n t  of  this p i j o s a l  is 
that i t  a l l o w s  a l i f e  i n s u r a n c e  c o m p a n y  to 
use a p o l i c y  loan  i n t e r e s t  rate tha t is 
a d j u s t a b l e  s u b j e c t  to c o n d i t i o n s  se t  o u t  in 
the p r o p o s a l .  Th e I n s u r e r  w o u l d  h a v e  the 
o p t i o n  of o f f e r i n g  a f i x e d  rate  of i n t e r e s t  
not to e x c e e d  8% o r  o:.: o f f e r i n g  the 
a d j u s t a b l e  r a t e  of i n t e r e s t  o r  both. The 
a d j u s t a b l e  rate is b a s e d  on an e x t e r n a l  
i n d e x  d e s c r i b e d  in this s e c t i o n  o f  the bill. 
The o p t i o n  s e l e c t e d  m u s t  be d e s c r i b e d  in the 
p o l i c y  itself.

A  two m o n t h  p e r i o d  has  b e e n  e s t a b l i s h e d  
b e t w e e n  the time  t h a t  is u s e d  as the m o n t h l y  
base for  e s t a b l i s h i n g  the i n d e x e d  r a t e  an d the 
time the a d j u s t a b l e  i n d e x e d  rate is d e t e r m i n e d  
and b e c o m e s  e f f e c t i v e .  Th i s two m o n t h  p e r i o d  
is i n t e n d e d  to give  the i n s u r e r  the n e c e s s a r y  
time in w h i c h  to d e t e r m i n e  the ac tua l rate as 
wel l as the time to n o t i f y  p o l i c y h o l d e r s  w i t h  
e x i s t i n g  lo ans of  any c h a n g e  in the r a t e  
r e a s o n a b l y  in a d v a n c e  as r e q u i r e d  on p a g e  3, 
lines 2 - 6 .  Thus, for e x a m p l e ,  the m o n t h l y  
a v e r a g e  for O c t o b e r  is p u b l i s h e d  by M o o d y ' s  
d u r i n g  the e a r l y  p a r t  o f  N o v e m b e r A n  i n s u r e r  
c.iring the r e m a i n d e r  of N o v e m b e r  c o u l d  
d e t e r m i n e  the rate that  w i l l  be c h a r g e d  as of 
J a n u a r y  1 and take the a d m i n i s t r a t i v e  s t e p s  
n e c e s s a r y  to n o t i f y  p o l i c y h o l d e r s  of an y 
i n c r e a s e  in the rate. N o t i c e s  co uld b e  m a i l e d  
on D e c e m b e r  1 a l o n g  witli the p r e m i u m  n o t i c e  
or the p o l i c y  loan o r  d i v i d e n d  s t a t e m e n t .  The 
rate w o u l d  then b e c o m e  e f f e c t i v e  on J a n u a r y  1 
as to all o u t s t a n d i n g  an d n e w  loans t h e r e a f t e r .



o r  th e  r a t e

used  to  coopute cash  s u r r e n d e r  va lues  under th e  pol '.cy  d u r in g  the  a p p l i ­

c a b le  p r lo d  p lu s  one p e r c e n ta g e  p o i n t .

I f  nn a d j u s t a b l e  maximum r a t e  

of  I n t e r e s t  I s  used  In a p o l i c y  under t h i s  s u b s e c t io n  th e  p o l i c y  u tia l l  

c o n ta in  s p r o v i s io n  t h a t  s t a t e s  l imes fo r  the adjuscm snt of  the I n t e r e s t  

r a tu  f o r  Chut p o l i c y

Adjustment o h s l t  occur  a t  l e a s t  once e v e ry  12 

months, but not  isoro o f t e n  thou once every th r e e  months.

COMMENTS

On line 21, f o l l o w i n g  the w o r d  "point" 
i n s e r t  the w o r d s  "a ye ar ".

This clarification is needed since the period 
dealt with this provision could be as small 
as three months and as much as one year.

This provision provides for a floor under the 
indexed maximum rate approach, that is, a 
minimum on the maximum rate. Whenever the 
index falls below the specified rate, the 
floor would apply. A minimum is considered 
necessary to ensure that the maximum policy 
loan interest rate would never be lower than 
the interest rate used to compute the policy's 
nonforfeiture values. In effect, the life 
insurer should, as a minimum, be able to 
charge an interest rate that is equivalent to 
the rate of interest earned by the policy­
holder on his policy's cash surrender values. 
This protects the insurer's solvency. An 
additional 1% has been added to the rate 
used to compute the nonforfeiture value in 
order to cover administrative expenses.

A policy issued with the indexed jmaximuin rate 
provision must state how often the interest 
rate on policy loans may be changed by the 
company. That is, it must state whether the 
rate is to be determined quarterly, semi­
annually or annually.

The rate of interest on policy loans under 
the indexed maximum rate provision may be



M M

COMMENTS

d e t e r m i n e d  as o ft en  as e v e r y  t h re e m o n t h s  b u t  
m u s t  be d e t e r m i n e d  by  the i n s u r e r  at least 
o n c e  a ye ar . T h i s  p e r m i t s  f l e x i b i l i t y  s o  t h a t  
e a c h  life i n s u r e r  m a y  c h o o s e  a f r e q u e n c y  o f  
c h a n g e  c o m p a t i b l e  w i t h  the c o m p a n y ' s  m a n n e r  
of d o i n g  b u s i n e s s .  T h e f r e q u e n c y  w i t h  w h i c h  
the c o m p a n y  i n t e n d s  to d e t e r m i n e  the i n t e r e s t  
r a t e  is r e q u i r e d  to be i n c l u d e d  in the policy..

F o r  e x a m p l e ,  if a c o m p a n y  c h o s e  t> d e t e r m i n e  
i n t e r e s t  r a t e s  once  a y e a r ,  it c o u l d  do  so 
b y  c a l e n d a r  o r  f i s c a l y e a r s  or b y  p o l i c y  
a n n i v e r s a r y  dates. I f a c o m p a n y  c h o s e  to 
d e t e r m i n e  i n t e r e s t  r a t es  on a c a l e n d a r  y e a r  
b a s i s ,  the n e w  ra te, b a s e d  on the a v e r a g e  for 
O c t o b e r ,  w o u l d  a p p l y  to l oa ns  o u t s t a n d i n g  or 
t ake n o u t  on or  a f t e r  J a n u a r y  1 a n d  w o u l d  be  
in e f f e c t  for  the e n t i r e  ye ar. If p o l i c y  
a n n i v e r s a r y  d a t e s  w e r e  c h o s e n ,  the c o m p a n y  
c o u l d  e s t a b l i s h  a n e w  ra te  e v e r y  m o n t h  for 
p o l i c i e s  w i t h  a n n i v e r s a r i e s  in t h a t  m o n t h  an d  
the n e w  r a te  w o u l d  c o n t i n u e  f->r s u c h  p o l i c i e s  
u n t i l  the n e x t  a n n i v e r s a r y  data. T h u s , for 
s u c h  a c om pa n y ,  there c o u l d  be t we l v e  d i f f­
e r e n t  r at es  set by r e f e r e n c e  t o the i n d e x e d  
m a x i m u m  b u t  on ly  one rate w o u l d  a p p l y  to a 
p a r t i c u l a r  p o l i c y  f r o m  one a n n i v e r s a r y  to 
the n e x t  a n n i v e r s a r y .

If a ;ompany c hos e to  d e t e r m i n e  i n t e r e s t  
r a tes  q u a r t e r l y ,  it c o u l d  do so on a c a l­
e n d a r  b a s i s  or  by  p o l i c y  a n n i v e r s a r y  dates.
T h u s  for e x a m p l e ,  a c o m p a n y  c o u l d  i n c r e a s e  
or d e c r e a s e  the i n t e r e s t  rate as of  J a n u a r y  1, 
A p r i l  1, J u l y  1 and  O c t o b e r  1 or at three 
m o n t h  i n t e r v a l s  d u r i n g  a p o l i c y  year. The 
i n c r e a s e  o r  d e c r e a s e  w o u l d  be b a s e d  on the



The I n t e r e s t

r a c e  being  charged may bo in c r e a s e d  I f  the  p u b l i sh ed  monthly average 

i n c r e a s e s  by o n e - h a l f  p e r c e n t  o r  raore

and the  i n t e r e s t  r a t e  being 

charged must be reduced i f  the  pu b l ish ed  monthly average  J e c r c a s e s  by 

o n c - h u l f  p e r c e n t  o r  more,

- 2 -  SB 841

A l i f e  I n s u re r  s h a l l  (1) u o t l f y  the p o l i c y ­
h o ld e r  o f  thu l n l t l u l  r a t e  of I n t e r e s t  on the lo a ’. a t  tho time a cash

loon to oiadoi (2) n o t i f y  a p o l lc y h o ld o r  who o b ta in s  a premium loan of  

tho t n l r ‘ «l r a t e  of  t n t e r c a t  on the loan as ooon ea I t  Is  rea so n a b ly  

-.osBlble to  <*.. so a f t e r  making an I n i t i a l  premium lo am  excep t  us 

prov ided  In (3) ol t h i s  n u b su c t lo u ,  n o t i c e  does not  have to  bo g iven  to  

the p o l i c y h o ld e r  when a second o r  subsequent premium loan la  added) (3) 

send reasona b le  advance n o t i c e  of any I n c re a se  In the  r a t e  to  a p o l i c y ­

h o ld e r  who has a p o l i c y  loam  and
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i n d e x  f o r  th e m o n t h  e n d i n g  t w o  m o n t h s  p r i o r  to 
the ch an ge.  F o r  the c a l e n d a r  q u a r t e r  e x a m p l e ,  
the b a s e  m o n t h s  w o u l d  be O c t o b e r ,  J a n u a r y ,  
A p r i l ,  an d J u l y  r e s p e c t i v e l y .  Ra te  c h a n g e s  
w o u l d  a p p l y  to all  o u t s t a n d i n g  loans a n d  n e w  
lo an s m a d e  a f t e r  the e f f e c t i v e  d a t e  o f  c h a n g e  
b u t  p r i o r  to  the e f f e c t i v e  d a t e  o f  the  n e x t  
c h a n g e .

C o m p a n i e s  m a y  i n c r e a s e  t h e i r  i n t e r e s t  ra t e if 
the M o o d y ' s  i n d e x  is 1/2 of 1% or m o r e  a b o ve  t 
the r a t e  a c t u a l l y  b e i n g  c h a r g e d .  O f  c o u r s e ,  a 
c o m p a n y  is n o t  r e q u i r e d  tc i n c r e a s e  the rate 
and m a y  d e c i d e  to k e e p  the  rate b e i n g  c h a r g e d  
w e l l  b e l o w  the p e r m i s s i b l e  rate. T h i s  p r o­
vi s i o n  w i l l  p r e v e n t  c o m p a n i e s  fr om  c h a n g i n g  
the i n t e r e s t  rate for  i n s i g n i f i c a n t  am ou n t s .

C o m p a n i e s  are r e q u i r e d  to d e c r e a s e  t h e  i n t e r e s t  
rate at the same f r e q u e n c y  i n t e r v a l  as they  
can i n c r e a s e  the rate u n d e r  the p r o v i s i o n s  of 
the p o l i c y  w h e n e v e r  the i n d e x e d  m a x i m u m  rate 
is 1/2 of 1% o r m o r e  b e l o w  the r a t e  a c t u a l l y  
b e i n g  c h a r g e d  a t  t h a t  time. Thus, this p r o­
vi s i o n  r e q u i r e s  t i m e l y  d e c r e a s e s  in the rate  
as the i n d e x  d r op s b u t  is t e m p e r e d  by  the 1/2 
o f  1% f a c t o r  in o r d e r  to a v o i d  r e d u c i n g  the 
rat e for an i n s i g n i f i c a n t  amount.



(4) in c lu d e  ocher  r e l e v a n t  in fo rm a ­

t i o n  on a d ju o to e n t  of  i n t e r e s t  r a t e a  i n  a n o t i c e  r e q u i re d  under t h i s  

s u b s e c t io n .

Tho loan vnluu o f  tho poll* :/  s h a l l  he dotormlned In a c c o r ­

dance w ith  (a)  o f  t h i s  s e c t i o n .

A p o l i c y  may not be te rm in a te d  In a 

p o l i c y  y ea r  bccmine tho l n t c r o . t  r a t e  hua changed dur ing  t h a t  p o l i c y  

y e a r .

C O M M E N T S

P r o v i s i o n s  for n o t i c e  h a v e  b e e n  e s t a b l i s h e d  
in o r d e r  to p r o t e c t  the p o l i c y h o l d e r .  N o t i c e  
o f  the c u r r e n t l y  e f f e c t i v e  i n t e r e s t  rate, 
w h e t h e r  the 8% f ix ed  m a x i m u m  o r  i n d e x e d  
m a x i m u m  is used, m u s t  be g iv en  at the time 
a cash loan is made. A d v a n c e  n o t i c e  o f  any 
i n c r e a s e  in the p o l i c y  lo an  i n t e r e s t  ra te  m u s t  
a l s o  be  g i v e n  to p o l i c y h o l d e r s  w i t h  o u t s t a n d­
ing  loans a f f e c t e d  by th e i nc re as e.  N o  a d v a n c e  
n o t i c e  is r e q u i r e d  o f  a d e c r e a s e  in the rate. 
S i n c e  it is n o t  p o s s i b l e  to p r o v i d e  a d v a n c e  
n o t i c e  w i t h  r e s p e c t  to a u t o m a t i c  p r e m i u m  lo an s,  
n o t i c e  s h o u l d  be  g i v en  as so o n as is r e a s o n­
ably p r a c t i c a l  a f t e r  the rate is i n c r e a s e d .  
F i n a l l y ,  all n o t i c e s  s e n t  to p o l i c y h o l d e r s  
m u s t  s t a t e  the type o f  r a t e  b e i n g  used, t h a t  
is, a m a x i m u m  of Q% o r  the i n d e x e d  m a x i m u m ,  
an d  the f r e q u e n c y  w i t h  w h i c h  the c o m p a n y  may  
c h a n g e  the v a r i a b l e  rate.

Th i s p r o p o s a l  do es  n o t  ac t  as a r e p e a l e r  of 
the c u r r e n t  s t a t u t o r y  p r o v i s i o n s  r e l a t i n g  to 
the loan v a l u e  o f  the p o l i c y  w h i c h  is f ou nd 
in AS 21 .4 5. 0 8 0 ( a )  on p a g e  1 an d 2 of this 
p r o p o s a l .

N

On line 12 d e l e t e  the w o r d  " b e c a u s e "  and  i n s e r t  
the w o r d s  "as the so l e r e s u l t  of the c h a n g e  in" 
a l s o  r e m o v e  the w o r d s  "has c h a n ge d"

O n line 13, f o l l o w i n g  the w o r d  "year" re m o v e  
the p e r i o d  and ad d "; the i n s u r e r  s h a l l  m a i n­
tain c o v e r a g e  d u r i n g  th at  p o l i c y  y e a r  u n t il  
the time at w h i c h  the p o l i c y  w o u l d  na ve  t e r m­
in a t e d  if th ere h a d  be e n n o  c h a n g e  d u r i n g  t h a t



(d) I n  (c)  o l  t h i s  i c c c lo n

(1) " I n t e r e s t  r a t e "  I n c lu d e s  a r a t e  of  I n t e r e s t  charged fo r  

r e i n s t a t e m e n t  o f  p o l i c y  loans f o r  the p e r io d  du r in g  and a f t e r  the lapse  

of a p o l l c y i

(2) " p o l i c y "  In c lu d e s  c e r t i f i c a t e s  I ssued  by a f r a t e r n a l  

b e n e f i t  s o c i e t y  and a n n u i ty  c o n t r a c t s  t h a t  prov ide  fo r  p o l i c y  loanai

(3)  " p o l i c y  loan"  In c lu d es  a premium loan mode under a p o l i c y  

to  pay a premium t h a t  was no t  pa id  to  tho l i f e  I n s u re r  no I t  bccansi iluu i

(4)  " p o l i c y h o ld e r "  Inc ludes  an owner of  a p o l i c y  o r  a person 

d e s ig n a t e d  to  pay p o l i c y  premiums acco rd ing  to  the  r eco rd s  of tho l i f e  

l n s u r e r i

(5)  " p u b l i s h e d  n u n th ly  average"  means the monthly average  of  

c o r p o ra te  b ind  y i e ld s  in  pu b l ish ed  by Moody's I n v e s to r s  S e r v i c e ,  I n c . ,  

o r  I t s  s u c c e s s o r ,  o r  I f  Moody's c o rp o ra te  bond y i e ld  average-m onth ly  

average  c o r p o ra te s  la  not  p u b l ish e d ,  a a u b a ' a u t l a 1ly s im i la r  av e rag e ,  

e s t a b l i s h e d  by r e g u l a t i o n  adopted by tho d i r e c t o r .

C O M M E N T S

p o l i c y  y e a r " .

T h i s  p r o v i s i o n  lost  s o m e t h i n g  in the d r a f t i n g  
w h i c h  h o p e f u l l y  this  c o r r e c t i o n  w i l l  res ol ve .  
S i n c e ,  in m a n y  i n s t a n c e s ,  it is i m p o s s i b l e  to 
tell in a d v a n c e  the a m o u n t  of .interest to be 
p a i d  on a l o a n  b e c a u s e  of the f l e x i b l e  n a t u r e  
o f  the i n t e r e s t  rate, t h er e is the p o s s i b i l i t y ,  
in s i t u a t i o n s  w h e r e  a m a x i m u m  loan is t a k e n , 
t h a t  a p o l i c y  m i g h t  lapse b e c a u s e  of an i n­
cre a s e  in the i n t e r e s t  rates. In o r d e r  to 
a v o i d  this p o s s i b i l i t y ,  this  p r o v i s i o n  p r e v e n t s  
a p o l i c y  f r o m  l a p s i n g  d u r i n g  the p o l i c y  y e a r  
s o l e l y  as a r e s u l t  of an i n c r e a s e  in the 
i n t e r e s t  rate  d u r i n g  t h a t  p o l i c y  y e ar . The 
i n s u r e r  m u s t ' m a i n  tain co v er ag e d u r i n g  t h a t  
p o l i c y  y e a r  u n t i l  the time the c o v e r a g e  w o u l d  
h a v e  t e r m i n a t e d  h a d  the i n t e r e s t  ra t e n o t  b e e n  
i n c r e a s e d  d u r i n g  that p o l i c y  year.

Se e c o m m e n t s  on Sec. 3 o f  the bill.

A u t o m a t i c  p r e m i u m  lo ans are t o  be t r e a t e d  in 
the sa m e m a n n e r  as cash lo ans on a p o l : c y  and 
w o u l d  be s u b j e c t  to the sa me  i n t e r e s t  rate.

s

M o o d y ' s  I n v e s t o r s  S e r v i c e ,  Inc. ha s p u b l i s h e d  
the C o r p o r a t e  B o n d  Y i e l d  A v e r a g e  - M o n t h l y  
A v e r a g e  C o r p o r a t e s  for ma n y years. It w a s 
c h o s e n  as the i n d e x  b e c a u s e  it g e n e r a l l y  
c o r r e s p o n d s  to the rate a v a i l a b l e  to i n s u r e r s



(e) Tho y o v l a l a n a  of (c)  of Chla auc t ion on I n t e r e s t  r a t e s  apply 
to d l l  po l icy  loans t. iue a f t e r  j .mu 30, 1082 except  t h a t  I f  a pol icy 
holder  green In wr i t in g to the a p p l i c a b i l i t y  of (c) o f  t h l a  s e c t i o n  to 
a po l i cy  loaued before J u l y  1, 1981, t h a t  aubaect lon app l i e s  to tho 
po l i cy .
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on n e w  l o n g  t e r m  i n v e s t m e n t s  an d  c o n s e q u e n t l y ,  
its us e p r o m o t e s  e q u i t y  b e t w e e n  p o l i c y h o l d e r s  
w h o  b o r r o w  a g a i n s t  t h e i r  p o l i c y  a nd  p o l i c y­
h o l d e r s  w h o  do n o t  b or r o w .  I t  is g e n e r a l l y  a 
s m o o t h  an d  s t a b l e  l o n g - t e r m  rate  n o t  s u b j e c t  
t o  the v o l a t i l e  h i g h s  an d  lows f r o m  m o n t h  to 
m o n t h  of the v a r i o u s  s h o r t - t e r m  rates. N e v e r­
th e l e s s  , it is r e s p o n s i v e  to the c h a n g i n g  
i n t e r e s t  ra tes  in the e c o n o m y .  A n o t h e r  f a c t o r  
in c h o o s i n g  this p a r t i c u l a r  i n d e x  is t h a t  it 
is th e i n d e x  a d o p t e d  by  the N a t i o n a l  A s s o c i a­
tio n  o f  I n s u r a n c e  C o m m i s s i o n e r s  for  its M o d e l  
S t a n d a r d  V a l u a t i o n  and N o n f o r f e i t u r e  Laws. 
M o r e o v e r ,  it is w i d e l y  r e c o g n i z e d  a n d  r e a d i l y  
a v a i l a d l e .  Th e  m o n t h l y  a v e r a g e  is p u b l i s h e d  
w i t h i n  a few day s of the c l os e  o f  the  c a l e n­
da r  mo nth . T hu s,  a p o l i c y h o l d e r  o r  r e g u l a t o r  
c o u l d  r e a d i l y  d e t e r m i n e  the  m a x i m u m  p o l i c y  
loa n i n t e r e s t  rates at any g i v e n  m o me nt .

The p r o v i s i o n  p e r m i t s  a s i m i l a r  i n d e x  t o  be 
s u b s t i t u t e d  in the e v e n t  that  M o o d y ' s  o r  any 
s u c c e s s o r  t h e r e t o  n o  l o n g e r  p u b l i s h e s  this  
p a r t i c u l a r  index.

On line 2, f o l l o w i n g  the w o r d  "maf3e" i n s e r t  
"on or". A l s o  c h a n g e " J u n e  30" to r e a d  " a ul y 1".

T hi s s e c t i o n  m a k e s  it c l e a r  th a t p o l i c i e s  in 
e x i s t e n c e  p r i o r  to the e f f e c t i v e  da t e o f  this  
p r o p o s a l  c o u l d  be a m e n d e d ,  w i t h  the w r i t t e n  
a g r e e m e n t  of  the p o l i c y h o l d e r ,  to  i n c l u d e  
the p r o v i s i o n s  of this p r o p o s a l .



S ec .  3 .  AS 2 1 .AS.110 I s  r e p e a le d  end re e n a c te d  to  r e a d i

Sec .  2 1 .AS.110. REINSTATEMENT. Except a s  p ro v id e d  I n  AS 21 .A S .-  

230, t h e r e  s h a l l  he a p r o v i s i o n  t h a t  u n l e s s  (1) th e  p o l i c y  has been 

su r r e n d e re d  f o r  i t s  cash su r r e n d e r  v a lu e ,  (2) i t s  cash  s u r r e n d e r  v a lu e  

has been e x h a u s te d ,  o r  (3) th e  pa id -u p  term I n s u r a n c e ,  i f  any ,  has 

e x p i r e d ,  the p o l i c y  w i l l  be r e i n s t a t e d  a t  any time v i t h l n  t h r e e  y ea r s  

( o r  two years  i n  th e  case  o f  i n d u s t r i a l  l i f e  in su ra n c e  p o l i c i e s )  from 

the d a te  of  premium d e f a u l t  upon w r i t t e n  a p p l i c a t i o n ,  th e  p r o d u c t io n  of  

ev id en ce  o f  i n s u r a b i l i t y  s a t i s f a c t o r y  to  the  I n s u r e r ,  th e  payment o f  a l l  

premiums i n  a r r e a r s  w ith  I n t e r e s t  a t  a r a t e  no t  exceed ing  c l x  p e r c e n t  a 

yea r  compounded a n n u a l ly ,  and th e  payment o r  r e in s t a t e m e n t  o f  I n t e r e s t  

due t o  the  i n s u r e r  on a loan  on the  p o l i c y  t r l th  i n t e r e s t  a s  p rov ided  in  

AS 21 .AS.080.

S ec .  A. This Act t a k e s  e f f e c t  J u l y  1, 1982.

-A- SD 8A1

C O M M E N T S

On line 18, f o l l o w i n g  "AS 2 1 . 4 5 . 0 8 0 "  a d d  "(c)"

T h e i n t e r e s t  rat e p e r m i t t e d  on the  r e i n s t a t e­
m e n t  o f  p o l i c y  loans fo r the p e r i o d  d u r i n g  
and a f t e r  the la pse of  th e p o l i c y  s h a l l  be  
the s a m e  i n t e r e s t  rate a p p l i c a b l e  to  p o l i c y  
loans. T h i s  a v o i d s  th e a d m i n i s t r a t i v e  c o m p l i­
ca t i o n s  t h a t  w o u l d  e n s u e  if a d i f f e r e n t  rate 
w e r e  a p p l i c a b l e  to r e i n s t a t e m e n t s  of  p o l i c y  
loans. H o w e v e r ,  i n t e r e s t  on p a s t  due p r e m i u m s  
w o u l d  n o t  oe  af fe ct e d.



P O L I C Y  L O A N  B I L L  E N A C T M E N T S  

(As of 5/ 21/ 82 )

A l a b a m a N o r t h  C a r o l i n a

A r i z o n a N o r t h  D a k o t a

A r k a n s a s O h i o

C a l i f o r n i a O k l a h o m a

C o l o r a d o O r e g o n

C o n n e c t i c u t P e n n s y l v a n i a

F l o r i d a R h o d e  I s l a n d

I d a h o S o u t h  D a k o t a

I l l i n o i s T e n n e s s e e

I n d i a n a T e x a s

K a n s a s U t a h

M a i n e V e r m o n t

M a s s a c h u s e t t s V i r g  i.nj.a

N e b r a s k a W a s h i n g t o n

N e v a d a W i s c o n s i n

A) c "T/ 0 \>
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Re: SB  841

De a r R e p r e s e n t a t i v e  Barn es:

A l l  of us have  b e e n  a w a r e  that in the last tw o or t h r e e  
y e a r s  i n t e r e s t  r a t e s  have f l u c t u a t e d  g r e a t l y ,  but m o s t l y  
u p w a r d s .  T h i s  is n o t  an i s o l a t e d  o c c u r r e n c e ,  as t h e r e  h a v e  
b e e n  s u r g e s  of i n t e r e s t  ra tes on at l e a s t  four o c c a s i o n s  in 
the p a s t  20 yea rs.  It has, h o w e v e r ,  b e e n  an u n u s u a l l y  
p e r s i s t e n t  a n d  e x t r e m e  u p w a r d  sur ge , and  it ha s  c a u s e d  a 
n u m b e r  of d i s t o r t i o n s  and p r o b l e m s  t h r o u g h o u t  the A l a s k a n  
an d A m e r i c a n  e c o n o m i e s .  T h e  L e g i s l a t u r e  h a s  c o n s t a n t l y  
r e v i e w e d  the n e e d s  of the p e o p l e  of the S t a t e  w i t h  r e g a r d  to 
i n t e r e s t  ra t es , and h a s b e g u n  to set m a x i m u m  r a t e s  o n  a 
b a s i s  w h i c h  a d j u s t s  a u t o m a t i c a l l y  to k n o w n  i n d e x e s .

On e  p l a c e  w h e r e  high  i n t e r e s t  r a t e s  h a v e  c a u s e d  v e r y  
s u b s t a n t i a l  p r o b l e m s  is in the li fe  i n s u r a n c e  i n d u s t r y .  In 
the p a s t  s e v e r a l  y e a r s ,  b o r r o w i n g s  a g a i n s t  c o m p a n y  f u n d s  by 
a m i n o r i t y  of p o l i c y  h o l d e r s ,  at r a t e s  w h i c h  h a v e  be en  h e l d  
a r t i f i c i a l l y  v e r y  low  by s t a t u t e ,  h a v e  c a u s e d  d i s t o r t i o n s  
that are bad for the e c o n o m y ,  c o u l d  be d a n g e r o u s  to s o m e  
c o m p a n i e s ,  a n d  are u n f a i r  to the m a j o r i t y  p o l i c y  h o l d e r s .  

T h i s  let ter  is i n t e n d e d  to i n t r o d u c e  you to the p r o b l e m  and  
s i s t e r  s ta tes .

N A T U R E  O F  T H E  P R O B L EM

A s u r v e y  of 15 r e p r e s e n t a t i v e  l a r g e  l i f e  i n s u r a n c e  
c o m p a n i e s  was  c o n d u c t e d  as of S e p t e m b e r ,  1981. T h a t  s u r v e y  
s h o w e d  that l o a n s  to p o l i c y  h o l d e r s  at r a t e s  of  5%, 6%, a n d  
8% in the m o n t h  of S e p t e m b e r  a l o n e  a g g r e g a t e d  ove r $ 7 5 0  
M i l l i o n  for the 15 c o m p a n i e s .  T h i s  w a s 91 m o r e  th an  w a s  
lent  the m o n t h  b e f o r e ,  and 82% m o r e  than  was l e n t  by the
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s a m e  c o m p a n i e s  in S e p t e m b e r  of 1980. In 1 9 8 0 ,  n e t  l e n d i n g s  
to p o l i c y  h o l d e r s  by the  s a m e  15 c o m p a n i e s  t o t a l e d  n e a r l y  $4 
B i l l i o n .  T h a t  was  a b e n e f i t  to the b o r r o w e r s ,  o f  c o u r s e ,  
b u t  e v e r y o n e  u l s e  lost.

Th e d i v e r s i o n  of c o m p a n y  f u n d s  to v e r y  l o w  i n t e r e s t  
l o a n s  to so m e p o l i c y  h o l d e r s  is d r a m a t i c a l l y  u n f a i r  to t h o s e  
w h o  do n o t  b or row . As one m i g h t  e x p e c t ,  th e  h e a v y  b o r r o w i n g  
is for the m o s t  p a r t  d o n e  b y t ho se  p o l i c y  h o l d e r s  w h o  h a v e  
v e r y  l a r g e  p o l i c i e s  and so m e d e g r e e  of f i n a n c i a l  s o p h i s t i c a­
tion. A m a j o r i t y  of p o l i c y  h o l d e r s  do n o t  b o r r o w  a g a i n s t  
t h e i r  p o l i c i e s ,  but r e t a i n  their v a l u e s  f o r  th e  p u r p o s e s  
o r g i n a l l y  i nt en d e d ,  the s e c u r i t y  of  d e p e n d e n t s  in the  c a s e  
of the d e a t h  of the i n s u re d.  B e c a u s e  the d i v e r s i o n  of t h e s e  

f u n d s  for p o ) i c y  l o a n s  m e a n s  a s u b s t a n t i a l  d e c r e a s e  in  
e a r n i n g s  as well  as l i q u i d i t y ,  the c o m p a n i e s  are u n a b l e  to 
l o w e r  t h ei r p r e m i u m s  or p a y  h i g h e r  d i v i d e n d s ,  and t h a t  is a n  
i m p a c t  th at  r e a c h e s  t h o s e  w h o  do n ot  b o r r o w  j u s t  as m u c h  as  
it r e a c h e s  those w h o  do.

Th e s u r ge  of p o l i c y  l o a n s  has  also  r e s t r i c t e d  i n v e s t­
m e n t  c a p i t a l ,  at a tim e w h e n  the  c o u n t r y  is s h o r t  o f  
c a p i t a l .  To the e x t e n t  that c o m p a n i e s '  f u n d s  w e r e  tied u p  
in l o w - r a t e  loans, the y h a v e  been u n a b l e  to m a k e  t h e  kind  o f  
c a p i t a l  i n v e s t m e n t s  that th e y a r e  n o r m a l l y  i n v o l v e d  in. 
T h i s ,  in itself, is a s u b s t a n t i a l  d i s t o r t i o n  of th e  e c o n o m y ,  
s i n c e  m a n y  c o m p a n i e s  p l a n n i n g  pl a n t s ,  o f f i c e  b u i l d i n g s ,  real 
e s t a t e  d e v e l o p m e n t s ,  and o t h e r  i n v e s t m e n t s  h a v e  n o t  b e e n  
a b l e  to find a l t e r n a t i v e  s o u r c e s  of funding.

S o m e  c o m p a n i e s ,  f a c e d  w i t h  an e x t r a o r d i n a r y  a n d  
u n p r e c e d e n t e d  d e m a n d  for p o l i c y  l o a n  f u n d s ,  h a v e  had to 
r a i s e  f u n d s  by s a l e s  of s e c u r i t i e s ,  o f t e n  at s u b s t a n t i a l  
l o s s e s .  Some c o m p a n i e s  h a v e  not been  a b l e  to l i q u i d a t e  
e n o u g h  s e c u r i t i e s ,  and h a v e  had to b o r r o w  at r a t e s  u p  to 20 % 
in o r d e r  to loan at 5% to 8?. T h i s  s o r t  of s h o r t  t e r n  
b o r r o w i n g  by life i n s u r a n c e  c o m p a n i e s  is r e l a t i v e l y  u n u s u a l ,  
and o b v i o u s l y  c a n n o t  be u n d e r t a k e n  as a l o n g  term p r a c t i c e .  
D e p e n d i n g  up on  s u c h  f a c t o r s  as long term i n t e r e s t  t r e n d s  a n d  
the a b i l i t y  of c o m p a n i e s  to e x t r i c a t e  t h e m s e l v e s  f r o m  l o n g  
t e r m  i n v e s t m e n t s  in o r d e r  to m a i n t a i n  l i q u i d i t y ,  t h i s  p r o ­
b l e m  c o u l d  t h r e a t e i  the s o l v e n c y  of some c o m p a n i e s .

N A T U R E  OF  THE S O L U T I O N

T h e  bill b e f o r e  you, SB 841, ties i n t e r e s t  r ate s on  
p o l i c y  l o an s to a c o n s e r v a t i v e ,  st a b l e  i nde x w h i c h  is 
r e s p o n s i v e  to long te rm  c h a n g e s  in i n t e r e s t  ra t es . T h a t  
i n d e x  is M o o d y ' s  C o r p o r a t e  Bon d A v e r a g e  Y i e l d  In dex . T h i s  
i n d e x  w o u l d  be a p p l i c a b l e  on ly  to loans a g a i n s t  p o l i c i e s
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w h i c h  a r e  is sue d a ft er  the e f f e c t i v e  d a t e  o f  the ac t , u n l e s s  
a p o l i c y  h o l d e r  s p e c i f i c a l l y  a g r e e s  in w r i t i n g  t h a t  t h e  
f l e x i b l e  rate w i l l  a p pl y to h i s  e a r l i e r  i s s u e d  p o l i c y .  
O t he r p r o v i s i o n s  p r o t e c t  th e  p o l i c y  h o l d e r  b y r e q u i r i n g  
s p e c i f i c  n o t i c e s  of rate c h a n g e s  at a p p r o p r i a t e  t i m e s ,  and  
p r o h i b i t i n g  u n i n t e n d e d  l a p s e s  of p o l i c y  c o v e r a g e  b e c a u s e  o f  
i n t e r e s t  rate c h a n g e s .

T h e  g e n e r a l  a p p r o a c h  u s e d  in t h i s  b i l l  ha s b e e n  use d 
s u c c e s s f u l l y  in C a n a d a  for over 10 ye a r s .  B i l l s  s u b s t a n­
ti a l l y  i d e n t i c a l  to the on e p r o p o s e d  w e r e  e n a c t e d  in 1 9 8 1  in 
19 s t a t e s .

In 1980, the L e g i s l a t u r e  i n s e r t e d  a r e q u i r e m e n t  in the 
p o l i c y  l o a n  s e c t i o n  that r e q u i r e d  th e D i r e c t o r  of I n s u r a n c e  
to m a k e  a f i n d i n g  that a p r o p o s e d  p o l i c y  l o a n  r a t e  w o u l d  
r e s u l t  in a b e n e f i t  to the p o l i c y  h o l d e r  o f  d e c r e a s e d  p r e­
miu m  or i n c r e a s e d  d i v i d e n d  b e f o r e  a rate  o v e r  6% c o u l d  be 

a u t h o r i z e d .  T h a t  p r o t e c t i o n  will s t i l l  be in the s t a t u t e ,  
and the c o m p a n i e s  ha v e no d o u b t  at all that the b e n e f i t  will 
be th er e.

T h e  bill is s u p p o r t e d  by l i f e  i n s u r a n c e  c o m p a n i e s  of 
all k i n d s  and sizes, by the A m e r i c a n  c o u n c i l  of  L if e 
I n s u r a n c e ,  by the  N a t i o n a l  A s s o c i a t i o n  of L i f e  U n d e r w r i t e r s ,  
and by the  A l a s k a  S t a t e  A s s o c i a t i o n  of L i f e  U n d e r w r i t e r s .  
This l a s t  s u p p o r t  is n o t e w o r t h y ,  s i n c e  m a n y  j.ife u n d e r­
w r i t e r s  ha ve  b e e n  d u b i o u s  a b o u t  a n y  p r o p o s a l  t h a t  c o u l d  
i n c r e a s e  p o l i c y  loan  i n t e r e s t  rates.

A c c o m p a n y i n g  t h i s  l e t t e r  a r e  a s h o r t  m e m o r a n d u m  
e x p l a i n i n g  the bill, and a c o p y  of the bill w i t h  a n n o t a t i o n s  
e x p l a i n i n g  p a r t i c u l a r  p r o v i s i o n s  in the c o n t e x t  of  the 
o v e r a l l  p r o p o s a l .  A s u b s t a n t i a l  am >unt of a d d i t i o n a l  i n f o r­
m a t i o n  c o n c e r n i n g  the i m p a c t s  of the  r e c e n t  b o r r o w i n g  t r e n d s  
on the i n d u s t r y ,  and s t u d i e s  done  in p a r t i c u l a r  s t a t e s  a b o u t  
the i m p a c t s  on c o m p a n i e s  in t h o se  s t a t e s  is a v a i l a b l e ,  and I 
w ou ld be h ap py  to a t t e m p t  to o b t a i n  an y  f u r t h e r  i n f o r m a t i o n  
that y o u  m i g h t  fin d he lpf ul .

I a p p r e c i a t e  that you have m a n y  p r o b l e m s  b e f o r e  you 
that s e e m  tc y o u  m o r e  i m m e d i a t e  an d  p r e s s i n g .  I w o u l d  not 
push t h i s  bill in this p a r t i c u l a r  y e a r  if w e  w e r e  n o t  c o n­
vi n c e d  o f its n e c e s s i t y  and f a i r n e s s .  T h a n k  you  for your 
c o n s i d e r a t i o n  a n d  support.

For    _..surance

B R ADL E Y

M T T / k m p

E n c l o s u r e



M E M O R A N D U M  IN S U P P O R T  O F  S B 841

T o  e x p a n d  t h e  l o a n  i n t e r e s t  r a t e  p r o v i s i o n  in l i f e  
i n s u r a n c e  p o l i c i e s ,  a n n u i t y  c o n t r a c t s  a n d  f r a t e r n a l  b e n e f i t  
s o c i e t y  c e r t i f i c a t e s  i s s u e d  on and a f t e r  the e f f e c t i v e  d a t e  of  
t h e  b i l l  to p e r m i t  t h e  o f f e r i n g  of p o l i c i e s  c o n t a i n i n g  a n  a d j u s t­
a b l e  m a x i m u m  i n t e r e s t  r a t e  on p o l i c y  lo an s.

S U M M A R Y  OF T H E  P R O V I S I O N S  OF  T H E  B I L L :

AS  2 1 . 4 5 . 0 8 0  w o u l d  be a m e n d e d  to a u t h o r i z e  t h e  i s s u a n c e  
of p o l i c i e s  w i t h  a d j u s t a b l e  as w e l l  as f i x e d  p o l i c y  l o a n  i n t e r e s t  
r a t e s  and a c o n f o r m i n g  a m e n d m e n t  w o u l d  be m a d e  to A S  2 1 . 4 5 . 1 1 0 .

T h e  a d j u s t a b l e  p r o v i s i o n  w o u l d  s e t  the m a x i m u m  rate o n  
p o l i c y  l o a n s  by r e f e r e n c e  to the M o n t h l y  A v e r a g e  C o r p o r a t e s  y i e l d  
s h o w n  in t h e  M o o d y ' s  C o r p o r a t e  B o n d  Y i e l d  A v e r a g e s .  T h e  

f r e q u e n c y  w i t h  w h i c h  the r a t e s  c o u l d  be d e t e r m i n e d  a n d  a d j u s t e d  
w o u l d  be l i m i t e d .  P r o v i s i o n  w o u l d  be m a d e  for  i n c r e a s e s  a n d  
d e c r e a s e s  in the m a x i m u m  ra t e as c o n d i t i o n s  c h a n g e .  A  r e d u c t i o n  
of th e r a t e  w o u l d  be  r e q u i r e d  w h e n  the i n d e x  d e c l i n e d  b y  1/ 2%. 
A p p r o p r i a t e  n o t i c e s  to p o l i c y h o l d e r s  of i n t e r e s t  r a t e  c h a n g e s  a n d  
p r o t e c t i o n  a g a i n s t  t h e  t e r m i n a t i o n  o f  p o l i c i e s  b e c a u s e  o f  

i n c r e a s e s  in the a d j u s t a b l e  r a t e  w ou ld  be p r o v i d e d .  E x i s t i n g  
p o l i c y h o l d e r s  w o u l d  be p e r m i t t e d  to a m e n d  t h e i r  p o l i c i e s  t o  
p r o v i d e  for the a d j u s t a b l e  rate.

A n y  c h a n g e  in i n t e r e s t  .ate is s u b j e c t  t o  t h e  r e q u i r e­
m e n t  p l a c e d  in the s t a t u t e  in 1 9 8 0  that t h e  D i r e c t o r  of I n s u r a n c e  
f i n d  that  p o l i c y h o l d e r s  w i l l  b e n e f i t  f r o m  h i g h e r  d i v i d e n d s  or 
l o w e r  p r e m i u m s .

P U R P O S E  OF T H E  B I L L :



F O W  T H E  B I L L  W O R K S :

C o m p a n i e s  f o r  c o m p e t i t i v e  a n d  o t h e r  r e a s o n s  m a y  c o n t i n u e  
to i s s u e  p o l i c i e s  w i t h  a f i x e d  i n t e r e s t  r a t e ,  no m o r e  t h a n  8%. 
T h e  b i l l  w i l l  a l s o  p e r m i t  p o l i c i e s  to be i s s u e d  w i t h  a f u l l y  
a d j u s t a b l e  p o l i c y  l o a n  i n t e r e s t  r a t e  w i t h  t h e  m a x i m u m  to b e  s e t  
b y  r e f e r e n c e  to an e x t e r n a l  in de x.  T h i s  w i l l  p e r m i t  i n s u r e r s  to 
a t t e m p t  to e q u a l i z e  y i e l d s  on p o l i c y  l o a n s  w i t h  o t h e r  i n v e s t­
m e n t s .  . W h i l e  the b i l l  p e r m i t s  f l e x i b l e  r a t e s  t o m e e t  c h a n g i n g  
c o n d i t i o n s ,  it  c o n t a i n s  s t r i c t  c o n t r o l s .  It w i l l  a l l o w  c o m p a n i e s  
t o r e d u c e  p r e m i u m s  a n d  i n c r e a s e  d i v i d e n d s  o n  f u t u r e  i s s u e s  of 
p o l i c i e s  w h i c h  c o n t a i n  an a d j u s t a b l e  p r o v i s i o n .  T h e  b i l l  w o u l d  
b e  a p p l i c a b l e  o n l y  t o  p o l i c i e s  i s s u e d  a f t e r  its e f f e c t i v e  d a t e  
b u t  e x i s t i n g  p o l i c y h o l d e r s  w o u l d  be a b l e  to  r e q u e s t  t h a t  t h e i r  
p o l i c i e s  be a m e n d e d  t o  p r o v i d e  for  the a d j u s t a b l e  r a t e .

A n u m b e r  of e x t e r n a l  i n d i c e s ,  b a s e d  on b o t h  s h o r t - t e r m  
a n d  l o n g - t e r m  i n v e s t m e n t  y i e l d s ,  w e r e  c a r e f u l l y  e x a m i n e d  f o r  u s e  
in s e t t i n g  t h e  m a x i m u m  i n t e r e s t  r a t e  th a t c o u l d  b e  c h a r g e d  on 
l o a n s  a g a i n s t  a p o l i c y .  It  w as  c o n c l u d e d  t h a t  t h e  m o s t  a p p r o ­
p r i a t e  w o u l d  be the M o n t h l y  A v e r a g e  C o r p o r a t e s  y i e l d  s h o w n  in 
M o o d y ' s  C o r p o r a t e  B o n d  Y i e l d  A v e r a g e s  p u b l i s h e d  b y  M o o d y ' s  
I n v e s t o r s  S e r v i c e s ,  Inc. T h i s  i n d e x  is b a s e d  on a b r o a d  v o l u m e  

of  s e a s o n e d  l o n g  t e r m  c o r p o r a t e  b o n d s  t r a d e d  in t h e  m a r k e t  p l a c e .  
W h i l e  it is r e s p o n s i v e  to c h a n g e s  in th e i n v e s t m e n t  m a r k e t ,  it is 
r e l a t i v e l y  s t a b l e  a n d  d o e s  not s w i n g  w i d e l y  f r o m  m o n t h  to m o n t h  
a s  d o s o m e  of  the s h o r t - t e r m  r a t e s .  T h e  M o o d y ' s  s e r i e s  is w i d e l y  
r e c o g n i z e d  a n d  r e s p e c t e d .  It h a s  b e e n  a d o p t e d  as t h e  b a s i s  for  
v a l u a t i o n  o f  l i f e  i n s u r a n c e  p o l i c i e s  a n d  a n n u i t i e s  b y  t h e  
N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s .  A l s o ,  it is 
r e a d i l y  a v a i l a b l e  to c o m p a n i e s ,  r e g u l a t o r s  a n d  i n d i v i d u a l s  s i n c e  
th e m o n t h l y  a v e r a g e  r a t e s  are p u b l i s h e d  by M o o d y ' s  I n v e s t o r s  
S e r v i c e ,  Inc. in its Bo n d S u r v e y  s h o r t l y  a f t e r  the c l o s e  o f  e a c h  
m o n t h .  F i n a l l y ,  a n d  m „ s t  i m p o r t a n t l y ,  t h i s  i n d e x  c o r r e s p o n d s  
q u i t e  c l o s e l y  to the y i e l d s  a v a i l a b l e  to l i f e  i n s u r a n c e  c o m p a n i e s  
o n  n e w  l o n g - t e r m  i n v e s t m e n t s .

T h e  bill c o n t a i n s  p r o v i s i o n s  i n t e n d e d  to p r o t e c t  the 
p o l i c y h o l d e r  by m e a n s  of n o t i c e  r e q u i r e m e n t s  a n d  p r o t e c t i o n  
a g a i n s t  an u n i n t e n d e d  l a p s e  in c o v e r a g e  d u e  to t h e  c h a n g i n g  
n a t u r e  of t h e  i n t e r e s t  r a te . F u r t h e r ,  w h e r e  an a d j u s t a b l e  r a t e  

is u s e d  the m a x i m u m  m u s t  g o  d o w n  as well as b e i n g  p e r m i t t e d  to 
i n c r e a s e  w h e n  the i n d e x  c h a n g e s .

T h e  bill r e p r e s e n t s  a r e s p o n s i b l e  s o l u t i o n  t o  the p o l i c y  
l o a n  p r o b l e m  and w i l l  be a m a j o r  s t e p  t o w a r d  p r e v e n t i n g  a s e r i o u s  
r e c u r r e n c e  of the p r o b l e m s  w h i c h  h a v e  b e e n  c r e a t e d  b y  t h e  
e x i s t i n g  f i x e d  rate l e g i s l a t i o n .  It r e f l e c t s  a c a r e f u l  b a l a n c e  
b e t w e e n  p r o v i d i n g  i n s u r e r s  w i t h  as m u c h  f l e x i b i l i t y  as p o s s i b l e  
to it. ->t t h e i r  own  p o l i c y  l o a n  i n t e r e s t  r a t e  p r o b l e m s  in f u t u r e  
i s s u e s  of p o l i c i e s  w h i l e  r e c o g n i z i n g  th at  c e r t a i n  s a f e g u a r d s  m u s t  
be i n c l u d e d  in o rd er  to p r o t e c t  p o l i c y h o l d e r s  of t h o s e  p o l i c i e s .



J U S T I F I C A T I O N  F O R  T H E  B I LL :

G e n e r a l .

L i f e  i n s u r a n c e  p o l i c y  l o a n s  are t h e  o n l y  f o r m  o f
b o r r o w i n g  f r o m  f i n a n c i a l  i n s t i t u t i o n s  l i m i t e d  b y A l a s k a  l a w
to an i n t e r e s t  r a t e  of 8%. T h e  d i f f e r e n c e  b e t w e e n  t h e  
p r e s e n t  r a t e s  a l l o w e d  on  p o l i c i e s  a n d  th e  h i g h e s t  r a t e s  o f  
i n t e r e s t  w h i c h  b a n k s  an d o t h e r  l e n d e r s  h a v e  b e e n  a l l o w e d  to 
c h a r g e  in r e c e n t  y e a r s  h a s  o f t e n  b e e n  s u b s t a n t i a l .  T h i s  h a s  
c a u s e d  s e r i o u s  p r o b l e m s  for i n s u r e r s  a n d  t h e i r  p o l i c y ­
h o l d e r s ,  as w e l l  as r e s u l t i n g  in a s h o r t a g e  of a v a i l a b i l i t y  
of n e e d e d  c a p i t a l .

T i g h t  c r e d i t  m a r k e t s  and h i g h  i n t e r e s t  r a t e s  h a v e  
c a u s e d  a s e r i o u s  p o l i c y  l o a n  d r a i n  on l i f e  i n s u r e r s ,  n o w
m o r e  t h a n  $45 b i l l i o n ,  r e q u i r i n g  c o m p a n i e s  to b o r r o w  a n d  
r a i s e  f u n d s  b y  s e l l i n g  s e c u r i t i e s  in d e p r e s s e d  m a r k e t s  t o  
fund t he  a b n o r m a l  p o l i c y  l o a n  d e m a n d .  F u r t h e r ,  s i n c e  n o r m a l  

i n v e s t m e n t  f u n d s  h a v e  b e e n  d i v e r t e d  to p o l i c y  l o a n s ,  c o m ­
p a n i e s  h a v e  b e e n  m a d e  u n a b l e  to take a d v a n t a g e  of h i g h e r  
y i e l d s  of  10%, 12% and  15%. C o n s e q u e n t l y , l e s s  i n v e s t m e n t
i n c o m e  h a s  b e c o m e  a v a i l a b l e  to b e n e f i t  a l l  p o l i c y h o l d e r s  
t h r o u g h  e i t h e r  h i g h e r  d i v i d e n d s  or  l owe r p r e m i u m s  or b o t h .  
C o m p a n y  s t u d i e s  h a v e  s h o w n  that t h e  l a r g e s t  p o l i c y  h o l d e r s  
are far  m o r e  l i k e l y  to b o r r o w  o n  their p o l i c i e s  to t a k e  
a d v a n t a g e  of t h e  f a v o r a b l e  i n t e r e s t  r a t e  d i f f e r e n t i a l .  
Th us, t h e  n o n - b o r r o w i n g  p o l i c y h o l d e r  h a s  be en  f o r c e d  t o  
s u b s i d i z e  the m o r e  s o p h i s t i c a t e d  p o l i c y h o l d e r  w h o  b o r r o w s  o n  
h i s  p o l i c y .  T h i s  f o r c e d  s u b s i d i z a t i o n  is u n d e s i r a b l e  a n d  
s h o u l d  n o t  be p e r m i t t e d  to c o n t i n u e  in f u t u r e  i s s u e s  of  
p o l i c i e s .

N e w  l e g i s l a t i o n  is r e q u i r e d  to p e r m i t  c o m p a n i e s  in 
f u t u r e  i s s u e s  o f  p o l i c i e s  to a t t e m p t  to p r e v e n t  t h i s  s e r i o u s  
and p e r i o o i c  d r a i n  on c a s h  f l o w  a n d  p a r t i c u l a r l y  to b a l a n c e  
e q u i t i e s  b e t w e e n  p o l i c y h o l d e r s  w h o  b o r r o w  an d t h o s e  w h o  d o  
n o t .

T h i s  bill is i n t e n d e d  to be an all i n c l u s i v e  law. It 
w o u l d  a p p l y  to a n y  f o r m  of  p o l i c y  c o n t a i n i n g  a lo a n p r o ­
v i s i o n  s u c h  as c e r t i f i c a t e s  i s s u e d  by f r a t e r n a l  b e n e f i t  
s o c i e t i e s  an d c e r t a i n  a n n u i t y  c o n t r a c t s .  It has b e e n  
a p p r o v e d  by  t h e  N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e  
C o m m i s s i o n e r s  a n d  19 s t a t e s  e n a c t e d  it in 1981. 1/ In 1 9 8 2  
as of t w o  w e e k s  a g o  at l e a s t  7 m o r e  s t a t e s  e n a c t e d  it.

T h e  bi ll  is a l s o  s u p p o r t e d  b y  the N a t i o n a l  A s s o c i a t i o n  
of L i f e  U n d e r w r i t e r s  ( a g e n t s  and b r o k e r s  of life i n s u r a n c e ) ,  
the A l a s k a  S t a t e  A s s o c i a t i o n  of  Life U n d e r w r i t e r s ,  th e  
A m e r i c a n  C o u n c i l  of L i f e  I n s u r a n c e ,  and the D i r e c t o r  of 
I n s u r a n c e .

T y  A 1 a b a m a , A r k a n s a s , C a l i f o r n i a ,  C o n n e c t i c u t ,  F l o r i d a ,  

I l l i n o i s ,  I n d i a n a ,  M a i n e ,  M a s s a c h u s e t t s ,  N e b r a s k a ,  N e v a d a ,  

N o r t h  C a r o l i n a ,  O h i o ,  O r e g o n ,  T e x a s ,  U t a h ,  V i r g i n i a ,  
W a s h i n g t o n  and W i s c o n s i n .
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v THE A L A S K A  COUNCIL ON SC IEN C E AND TECH N O LO G Y

M a rc h  3 , 1982

S e n a t o r  C h a r l e s  H. P a r r  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  998 11 

D e a r S e n a t o r  P a r r :

I n  k e e p i n g  w i t h  t h e  A l a s k a  C o u n c i l  o n  S c ie n c e  and T e c h n o l o g y ' s  
p o l i c y  t o  i n f o r m  t h e  l e g i s l a t u r e  a n d g o v e r n o r  on r e s e a r c h  n e e d s  a n d  
p r i o r i t i e s ,  e n c l o s e d  i s  t h e  n i n t h  i n  a s e r i e s  o f  t w e l v e  r e s e a r c h  
n e e d s r e p o r t s  f o r  u s e  b y  d e c i s i o n - m a k e r s  i n  A l a s k a :  " A l a s k a n  Commu­
n i c a t i o n s  and I n f o r m a t i o n  T r a n s f e r "  - ( r e v i s e d  J a n u a r y  1982) .

R e c om m e n d a t io n s  f o r  r e s e a r c h  need*3 : k L t i e s  i n  t h i n  p a r t i c u l a r  
r e p o r t  i n c l u d e :

1) R e s e a r c h  on d e v e lo p m e n t o f  a s t a t e w i d e  t e l e c o m m u n i c a t i o n s  
n e tw o r k ;

2) R e s e a r c h  t o  e n h a n c e  t h e  d e v e lo p m e n t o f  t e l e c o m m u n i c a t i o n s  
t e c h n o l o g y  s u i t a b l e  t o  a r c t i c  c o n d i t i o n s ;

3) C o n c u r r e n t  w i t h  //2 a b o v e ,  t h e  need t o  i n i t i a t e  s t u d i e s  t o  
m o n i t o r  an d e v a l u a t e  t h e  t e c h n o l o g i e s  a v a i l a b l e  t o d a y  w h i c h  
w o u ld  b e s t  m e e t t h e  n e e d s  o f  c i t i z e n s  w i t h  r e g a r d  t o  t e l e ­
c o m m u n i c a t i o n s  and i n f o r m a t i o n  t r a n s f e r ;

A) R e s e a r c h  t o  d e t e r m i n e  t h e  b e s t  means t o  b u i l d ,  m a i n t a i n  a n d  
a c c e s s  d a t a  b a n k s ;  an d

5) P l a n n i n g  and r e s e a r c h  i n t o  t h e  b e s t  m e th o d s  t o  u s e  a v a i l a b l e  
t e l e c o m m u n i c a t i o n s  n e t w o r k s  f o r  e d u c a t i o n a l  a p p l i c a t i o n s .

The C o u n c i l  and I  ho p e t h i s  r e p o r t ,  a s  w e l l  as t h e  o t h e r s  i s s u e d  i n  
t h e  p a s t ,  w i l l  s e r v e  a s a u s e f u l  a i d  i n  m a k in g  d e c i s i o n s  c o n c e r n i n g  
r e s e a r c h  r e l e v a n t  t o  t h e  s t a t e .  I f  y o u o r  y o u r  s t a f f  n e e d  e x t r a  
c o p i e s ,  p L e a s e  g i v e  me a c a l l  a t  A65-3510 .

e r e l y ,

,IL

h r i s t o p h e r  Noah 
E x e c u t i v e  D i r e c t o r

E n c l o s u r e  
CN: cp
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' EXECUTIVE SUMMARY

Alaska has the need and the opportunity to develop a statewide t ;it. communication 

network serving both rural and urban areas of the state, one that ca.' evolve as 

technology and demand change. Such a network interfaced with data processing 

systems, informational storage systems and instructional capabilities located 

around the state ran create for Alaska vastly improved services that are more 

cost-effective than those in use today.

BACKGROUND AND STATUS OF RESEARCH

The Alaska-Siberia Telegraph project, and by virtue of it, Alaska's early role 

in international communications was terminated in 1866 by successful completion 

of the Atlantic telegraph cable. Not until Alaska's emergence as a strategic 

military location duringWorld War II did communication; again become a major 

issue in this region. Then recognition came of the special complications 

auroras and related geomagnetic disturbance phenomena presented for arctic and 

sub-arct1c communications.

In response, Congress passed a bill in 1946 to establish the Geophysical 

Institute at the University of Alaska to research communications and'related 

problems. Since then, steady progress has been made tcward solving the technical 

problems of long-distance communication in Alaska, although the use of new 

radio frequencies and new space-age techniques have recuired ongoing fundamental 

research in the propagation of electromagnetic waves ard in transmission 

technology. Much of current research involves the effect of the variable 

geophysical environment upon the ability of radio signcls at different fre­

quencies to carry Information over satellite-ground stction links.



Alaska's high-1 atftude location has made it impossible to use the ionospheric 

reflection of high-frequency radio waves for reliable long-distance communica­

tions, as was common at lower latitudes' prior to the satellite era. Partly 

for that reason, and partly because Alaska's great geographic extent created 

special demands on communication capabilities, Alaska was quick to move into 

the application of satellite technology to the state's needs. In fact, the 

state has taken a leadership role, both politically and technically, in the 

innovative application of new technology to thê  ,,eeds of Alaskans throughout 

the state. Probably more so than in any other state., Alaska's elected offi­

cials and others in government have maintained awareness of and appreciation 

for the benefits of modern communications technology.

Compared to that of research and development in the technologic areas, the 

status in the non-technologic areas is far from satisfactory. In such areas, 

the definition of what the problems are can be as difficult as finding the best 

solutions. Research in these areas often must deal with combinations of eco­

nomic, social, legal and psychological questions in situations where the 

technological and social climates are changing rapidly.

MAJOR ISSUES IN COMMUNICATION AND INFORMATION TRANSFER RESEARCH

0 A leading issue in Alaska is how best to provide for the orderly develop­

ment of the state's telecommunications network. It is certain that the 

demand for telecommunications capability will continue to grow. The 

desires for two-way voice and one- or two-way video communication capa­

bilities are strong, and there is increasing demand for transnnc<n'on of 

data, fueled in part by the wide assortment of telecommunication., nd 

data-processing devices available on the market.

0 An important issue affecting all aspects of Alaskan communications and in­

formation transfer involves the unique physical and social environment 

surrounding all activities in this general field. Alaska is unique 

among the states in its combination of great size, its location in the 

disturbance-prone auroral region, its low population density, its cul­

tural and social diversity, its current economic wealth, and its strate­

gic economic and military location on the North Pacific Rim. At issue

is the appropriate degree of federal responsibility for a-riving at

solutions to the Alaskan communications problems and the extent to which 

federal regulations should flex or otherwise accommodate solutions appro­

priate only for Alaska.

0 A large proportion of Alaskan scientists, technologists and governmental

decision-makers, regardless of their individual fields of speciality., 

recognize the need for more effective technology and information transfer 

as a major issue deserving greater attention. The problem is perceived 

as having many facets ranging from strictly technological aspects to how 

to better provide information to those who need it for making informed 

decisions.
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A never-ending but important issue is how to build and manage Alaskan da­

ta bases in a cost-effective manner that yet 'provides for useful integra­

tions of data sets, eliminated duplication c.effort, and allows easy 

access to users, * '"*/

As the Alaskan telecommunications capability rises, we become more able 

to utilize it for teleconferencing and instructional purposes. An issue 

of importance is how to fester through research and development the most 

effective ways to use this capability. At issue also is the psychological 

and social impact of increased telecommuncatior: use, especially on rural 

peoples.

ANALYSIS AND DISCUSSION

The issue of how Alaska can best develop its telecomnuncations network is 

complicated by national developments over which Alaska has little or no control. 

Telecommuncatlons economics is a particularly troublesome area. Economic 

problems have manifested themselves most visibly in increased intrastate tele­

phone rates that already are limiting Innovative uses of telecommuncations in 

Alaska. Some change in the economic structure of telecommunications is inevi­

table, and it is clear that new arrangements will be needed to assure the 

economic viability of Alaskan telephone service. In particular, we need to 

examine economic problems peculiar to village teleconnunications.

Telecommunciations technology has undergone great advances during the past 

decade. Many of the new developments are applicable nearly everywhere over the 

globe and, therefore, usable in Alaska, yet there remain some specifically 

Alaskan needs. These needs largely center around dealing with environmental 

cpncraints created by Alaska's far-north location and provision of low-cost 

technology for village use. Research and development to meet these needs likely 

w* 11 require funding from state sources.

The problem of identifying and setting priorities ori research needs in the area 

of technology and information transfer is particularly thorny because of tl.e 

diversity 1n the user audience. Technologies and informational products suited 

to technical workers may be unsatisfactory for non-technical persons. A further 

complication in the assessment of the utility, feasibility, and consequences of 

adopting a particular technology of informational procedure often must involve 

many considerations. These can Include user availaolity, user needs, user 

perceptions, identification and definition of the technology, delivery and 

maintenance support for the technology, cost-effectiveness, and analysis of 

the economic, social and environmental impacts.



Since Alaska is the subject of much research, **■ -re is considerable information 

available about a variety of topics. However, much of this information is 

available only to the individual or agency collecting the data and making the 

analysis. Printed materials produced by state agencies are required by statute 

to be deposited in the State Library, but even there large gaps exist, especially 

in consultant studies and surveys. Some information collection and dissemina­

tion is presently accomplished through such activities as the Current Research 

Profile for Alaska, an annual listing issued by the Arctic Environmental Infor- 

mation and Data Center; participation in the Washington Library Network compu­

ter bibliographic center by several major Alaskan libraries; and data management 

activities by various agencies such as the Alaska Department of Natural Resources 

and the U. S. Bureau of Land Management.

Historically, the initial step in solving information problems has been to 

collect data on a piecemeal basis without thought to multiple uses, external 

access, or delivery to others in forms or formats different from those used by 

the collecting agency. As an information need occurs in a specific area, a 

system is established to handle it but with little regard for other applications 

of the same data. This results in desparate and virtually unlinked sets of 

information resources that are underutilized for decision-making and planning 

purposes. Steps that can be taken to improve the situation include:

Development and use of compatible formats for data prior to integration;

Development and use of machine-readable presentations;

Use of accessing terms (e.g., those used in the Washington Library 

Network authority files) that foster logical growth and multidisci- 

plinary use; and

Adoption of geographical location entries with sufficient accuracy to 

computer draw maps of many different scales.

During the 197D's the hopes of Alaska's educators for instructional telecommuni­

cations capability were raised exponentially by a series of experiments that 

showed conclusively that technology was no longer a barrier to the delivery of 

a wide range of educational services. The time lias come when these hopes must 

be realized by operational systems whicn are an integral component of the 

educational delivery system and not an exotic add-on. In effect, we must now 

bring into one network at the local, state, national and Internationa! levels the 

whole range of audio/visual materials that are in common use in the classroom. 

Through such networks the abilities of each individual teacher or student 

working independently can be expanded to whatever level is necessary to achieve 

the desired education goal.



1. Research on Development of a Statewide Tel ecommuni cat ions Network: Alaska 

should give top priority to researach oriented toward the orderlydevelop­

ment of a statewide telecommuncations network. Research and assessment 

efforts needed to permit this development include:

Formulation of a full range of technological and organizational options 

for the network;

Estimation of economic benefit associated with various telecomunlcations 

capabilities; and

Evaluation of the probable effects of regulation, competition and 

subsidy upon the development and economic viability of a statewide 

network.

2. Telecommunications Technology: Specific research and development needs in

Alaskan telecommunications technology are:

Development of satellite technology that employs high effective radiated 

power and, therefore, requires only small, low-cost ground facilities;

Development of low-cost, application oriented ground equipment for use 

be telecommuncations consumers;

Development of a small, low-cost telephone office suitoble for use in 

a village, or development of an alternative co a central o f h c e  for 

providing service to a number of telephones in a village;

Research to determine the best way to bury telpr.hone cable 1n permafrost 

locations;

Research to determine the effect of rain attenuation on satellite 

earth stations operating in Alaska that use the 14/12 and 30/20 GHz 

up/down links;

Investigation and demonstration of packet broadcasting in Alaska;

Demonstration and evaluation of reliability and economic feasibility 

of meteor burst communications;

Development of a "source book" for Alaska telecommuncations; and

Development of design handbook for television earth stations that only 

receive.

3. Information and 'lechnology Transfer: There needs to be a reasonable on- 

going level of research directed toward monitoring and evaluation of 

available technologies and of the informational and technological needs 

and desires of Alaskans, botn rural and urban.

PRIORITIES AND RECOMMENDATIONS
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One aim is to provide insight into the educational, social and cultural 

impacts of the growing availablity of new technologies and informational 

services, the help guide decisions on future developments.

I
4. Data Management: Rapidly improving computer 'and related technologies are 

permitting the accumulation of large amounts jf data on Alaska —  especially 

on its natural and human resources. Ongoif*/ research is needed on the

best means to build, maintain and access data banks. First priority should 

go to an evaluation of existing data collections, the evaluation to include 

user identification and need, physical location and format of data, 

accessing and processing methods, and attendant costs. •

5. Educational Applications of Telecommunications and Computers: In Alaska, 

v/e now have networks for instructional video, computer-assisted instruc­

tion, and teleconferencing. Plans are under way for the expansion of 

those networks to a statewide capability in which each educational admin­

istrative unit in the state will be able to take part and in which each 

unit will have systems that are integral to its own local needs. To 

proceed beyond the present level of planning, research is needed into

the best ways to use the available networks in such areas as cross- 

cultural education and Arctic and Alaska-related science disciplines.

Second in priority is research into how best to inccrporate into Alaskan 

use the wide body of general instructional material available to others 

elsewhere.

- 6 -



MONEY
T h e  News o f  Business

"CHARGE!"
T h e purchase patterns o f cred it card 

owners have been researched by Joseph 
W. Powell, director o f market research at 
M asterCard In ternational. D uring the 
study. 1.100 M asterCard and Visa card ­
holders reported all their purchases over 
$ 1 0  for a tw o-m onth  perio d  an d  the 
means of paym ent they used each time. 
The findings arc interesting.

Payment by credit cards accounted for 
nearly twice as many transactions (forty- 
four percent) as e ither cash (twenty-six 
percent) or personal checks (twenty-five 
percent).

Forty-seven  p e rc e n t o f  b ank  card  
holder owners used the revolving credit 
(extended monthly payments) feature of 
their credit cards, although the cardhold­

ers who pay back the entire am ounts due 
immediately are  generally higher spend­
ers with their credit cards. Inform ation: 
Alex McCallum, 212-974-5762: o r Fritz 
Lyon. 212-980-9120.

SHIPPING
A Korean shipping firm will help m oder­
nize and operate a grain elevator at the 
Port o f  Astoria, W ashington. A fifteen- 
year leasing agreem ent has been signed 
and work was begun in January . T h e  
com pany plans to spend S40 million to 
renovate the long-idle elevator and bring 
it into compliance with federal and state 
safety standards.

Sea-l.and plans to increase its weekly 
cargo-carrying capacity between Seattle

a n d  Alaska by fifty p e rc e n t by A pril. 
“To m eet the increased needs o f  both the 
Alaska business com m unity and  residents 
who depend  largely on  the ocean carrier 
to tran sp o rt everyday necessities as well as 
construction  r'a te ria ls , we are  dedicating 
an  a d d i t i ' nal 3 6 6 -co n ta in e r-cap ac ity  
vessel to .-Alaska tra d e s ,"  said Sea-Land 
S erv ice , Inc. E xecu tive  Vice P resid en t 
Jack  Baker.

THE ENERGY BUSINESS
Two h u n d re d  m illion acres o f  o ffsh o re  
tracts will be offered  fo r  oil and gas lease 
sales in 1982, accord ing  to In te rio r  Sec­
re ta ry  Jam es W ait. T h is  is five tim es the 
am o u n t offered  in the  past th irty  years. 
“W hen you restrict the supply to ...sm a ll  
am ounts, you force the prices up an d  only

C om m unica tions in th e  Eighties

1 9 8 0 B 1 9  9 0

Broadcast ing Revenues
(Networks and Stations)

Home Video Equipment/Revenues
(Includes TV sets, video-disk, and cassette 
hardware.)

C able R evenues from  A d vertis in g

t'av Television Revenues
(Ini ludes cable, MDS. andS TV.)

DBS Revenues

Sutel l l le Serv ices
I Includes transmission and hardware 
revenues.)

Teleconferencing Revenues

S 10.3 
b i l l i o n ‘M;

55.1
b i l l i o n m m a u t a m a m z z s z m

Cable Televis ion Revenues
I Includes installation, subscription, and tier 
services; docs not include advertising.)

Personal Compute r Revenues

Home In formation Services 
(Videotex and teletext; subscription and 
advertising revenues.)

E l d r o n l c  Mall

SI2.7
b i l l i o n

$205
m i l l i o n

$550
m i l l i o n

$750
m i l l i o n

$5
b i l l i o n

$10
billion

$23
billion

$16.4
.billion

$21.5
billion

Neu) technology will maltc communications the most explosive business fro n tier  of tlu  eighties. J u s t  how big these 
new industries will be depends on so many variables that predictions are risky. But on the strength  o f  projections 
like these, corporations are taking the plunge. These projections were prepared with the help o f  Tony H offm an  
o f A.G. Becker, the Wall Street investment firm . Reprinted with permission fro m  Channels  m agazine. Copyright 
1981 M edia Commentary Council, Inc.
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February urged the industry to sort out the fares muddle 
and to gel rid of the directional differences. This is what 
I ATA is attempting to do by researching the possibility of 
implementing the Special Drawing Right as the basic tool 
for tariff calculations in place of the US dollar and the 
pound sterling. We arc giving priority to this and arc 
gratified for the governmental support and understanding 
we have in this effort.

The fuel price rise trigger mechanism and the SDR con­
cept are only two examples oT the way in which the airlines 
arc tackling current real-life problems through IATA.

1 would not like to leave you the impression that I’m only 
critical and negative. Let me conclude by stating what 1 am 
for. And what I think can be achieved even in the difficult 
climate up ahead.

J firmly believe that a gradual liberalization in the 
regulatory environment — ana’ a reasonable measure of 
competition — are beneficial to consumers and airlines 
alike. 1 believe, however, that policies of instant inter­
national deregulation and unbridled international competi­
tion can only result in cut-ihroat pricing and duplication of 
services with adverse impacts on airline profitability and 
fuel utilization. I am concerned that with escalating 
operating costs r.rri a worsening general economic environ­
ment, the scope for liberalization and low fares today is 
more limited than might have been thought three years ago 
when the CAB embarked on the domestic experiment. In 
f a d , I believe i!:e results o f  that experiment and its effect 
should be - losely monitored to ensure that only the sound 
aspects o f  deregulation are exported on to international 
routes and then only at a pace which the economic con­
ditions in those markets can absorb.

My message today is — for heaven’s sake let’s take tilings 
a step at a time, particularly in today’s economic climate 
and adapt the evolution of this international industry in­
telligently to the cyclical movements of our environment. To 
force aviation against the economic stream is deliberately 
conjuring holocaust. We have a climate in which bankrupt

policies can quickly lead to bankrupt airlines. Perhaps the 
current sombre scenario will prompt in the eighties a re- 
evaluation of international policies without losing sight of 
the objective oT any efficient airlines oTserving the public as 
adequately and cheaply as the financial environment, 
largely created by governments, will permit. Perhaps we 
shall see an appreciation o f  the merits o f  a measure of 
cooperation and coordination both between governments 
and operators. 1 sincerely hope so.

The ICAO assembly this year in September is the next 
opportunity for aviation nations collectively to demonstrate 
unity of purpose and policy and implement common-scnsc. 
Secretary of Transport Neil Goldschmidt’s recent statement 
recommending the use of “ discussion and negotiation to 
steer a common course that will benefit the industry, the 
traveller, the nations of the world'1 was a welcome word by a 
statesman at the right moment of time. I also entirely agree 
with him that “ only by working together”  —  and I would 
add the corollary avoiding unilateral action by any govern­
ment or agency — "can wc realize the promise of the future 
of air transportation."

In the past the scheduled airlines and IATA have been ac­
cused of rigidity and conservatism. I'Ve have marie notable 
changes in our traditional approaches and philosophies. Wc 
have clearly demonstrated our  ability to adapt. Is it not 
ironic that those who fervently preach innovation arc now 
the real stick-in-the-muds — mired in a morass of dogmatic 
and simplistic theory without much relation to the realities 
of life. Surely now is the time for them to show some flex­
ibility and realism in the face of hard economic facts. An 
open mind and flexibility in action arc what we need to sur­
vive in the 80s. Putting it a different way: today more than 
ever it must be clear to any thinking and responsible in­
dividual that the problems o f  the SO; require diplomatic 
solutions between mature partners r.nd friends, not im­
positions by "independent" agencic. As Fred Kahn once 
said "Try it. You’ ll like it."

Thank you.

The Mew Economic and Political 
Order of the 1980’s

RESTRUCTURING OUR SOCIETY

By JOHN N A IS B ITT, Senior Vice President, Yankclovich, Shelly a n d  White

Delivered to the Foresight Group, Stockholm, Sweden, April 17. J9S0

r T “ 'O  he back in Sweden is always special for me, 2. There is more decentralization than centralization tak- 
r. and I am pleased to be with such a broad rcpre- ing place in America — for the first time in the nation’s 

sentation of Swedish businesses. This morning I will history; the power is shifting not only from the President to 
be talking with you about five powerful trends that are the Congress, but — less noticed — from the Congress to 
restructuring the United States, and to varying degrees, the states and localities
Sweden and the other developed countries of the world. Let 3. Wc are now a truly global economy because o f  
me list them first, and then return to each of them for a instantaneously-shared information, and the world is deeply 
more detailed discussion. in the process of a redistribution or labor and production.

II. The United States is rapidly shifting from a massjn- As part of this process all of the developed countries arc de- 
dulitrial society.tcTanJnfprrnation society, and the linal im- industrializing,
pai:t will be morejrpfound than the 19th Century shift from _ 4. The American society is moving in dual directions of
aTTaiTncultural to an industrial society. high tech/high touch. The introduction o f  every new



technology is accompanied by a compensatory human 
response — or the new technology is rejected.

5. There arc the beginnings oT a job revolution in 
America, a basic restructuring of the work environment 
from top-down to boltom-up.

Before dealing with each of these structural changes, 1 
will briefly outline our methodology. In developing the 
Trend Report for our clients we rely almost exclusively on a 
system of monitoring local events and behavior. We arc 
overwhelmingly irr pressed with the extent to which America 
is a bottom-up society, and so we monitor what’s going on 
locally rathe: than what's going on in Washington, or in 
New York. Things stan. in Los Angeles, in.Tampa, in Hart­
ford, in Wichita, t ortiand, San Diego, and Denver. It's very 
much a from-the-bottom-up society.

The tracking concept employed in determining these 
trends has its roots in World War II. During the war, in­
telligence experts sought to find a method for obtaining the 
kinds of information on enemy nations that public opinion 
polls would have normally provided. Under the leadership 
of Paul Lazersfeld and Harold Lasswell, a method was 
developed for monitoring wLat was going on in these 
. ocicties that involved doing a content analysis of their daily 
newspapers.

Although this method of monitoring public thinking con­
tinues to be the choice ot the intelligence community — the 
United States annually spends millions of dollars doing 
newspaper content analysis in various parts of the world — 
it has rarely been applied commercially. In fact, wc arc the 
first, and presently the only group, to utilize this concept for 
analyzing our society. Wc have been doir,, content studies 
every day since 1970 of the 150 major newspapers in the 
United States.

T'nc reason this system of monitoring the changes in 
society works so well is that the "news hole’ ’ in a newspaper 
is a closed system. For economic reasons, the amount of 
space devoted to news in a newspaper does not change over 
time. So, when something new is introduced into that news 
hole, as it is called, something or a combination of things 
has to go out or be omitted. The principle involved here can 
be classified as forced choice within a closed system.

In this forced choice situation societies add new preoc­
cupations and forget old ones. Wc keep track or the ones 
that arc added and the ones that arc given up. Evidently, 
societies arc like human beings: I do not know what the 
number is, but a person can only keep so many problems 
and concerns in his or her head at :my one time. If new 
problems or concerns are introduced, si me existing ones 
must be given up. Wc keep track of wha. preoccupations 
Americans have given up and have taken uj . Wc arc keep­
ing track of the changing "share of the man el" that com­
peting societal concerns command.

The information collected on various issue: or topics is 
not extrapolated, but is used to look for patterns. For exam­
ple, there are five states in the United Slates where most 
social invention occurs. The other *15 states arc, in general, 
followers. California is the key indicator stale; Florida is sec­
ond, although not loo far behind; with the other three trend 
setter states being Washington, Colorado and Connecticut.

An example of this phenomenon is provided by a look at 
who t’ *, governors arc in these five states. Connecticut and 
Washington are the only two stales where women have been 
elected governor in their own right. The other stales have

elected the “ new" politician: Graham, Lamm and Brown. 
The new politics has little to do with the old liberal- 
conservative dichotomies. Rather, it has to do with ap­
propriate scale, decentralization, fiscal conservatism, and a 
lot of experimentation.

Now let’s look at the five trends.
I. The United S to les  is rapidly shifting fro m  a mass in­

dustrial society to an information society, and the fina l im ­
pact will be more pro found than the 19 th Century shift fro m  
an agricultural to an industrial society.

In 1950 — I want to talk about the percentage oT the 
labor force in the various sectors —  in 1950, 65 percent of 
people working in this country were in the industrial sector, 
That figure today is around 30 percent, lllias gone Irom 05 
to 30 percent since 1950. That is a dramatic change. (In 
1900, at the turn of the century, it stood at 35 percent.) In 
1950, the number o f  people in the information sector of the 
society — information occupations — was 17 nercenl — 
arTd now exceeds’ 55 percent, lnformnlinn nrnipnlimi arc 
those involved in the creating,.processing, and riistributio11 
b n hformation, including banks, stock markets, insurance 
companies, educationjtnd government.. •

For years we have been hcarihg that we arc moving into a 
service society. Yet the service sector (absent information 
occupations) has remained relatively flat — about 11 or 1 2  
percent for decades. (The character of these service sector 
jobs has changed — wc have few domestics today and a lot 
of people in fast food jobs — but their ratio to the work 
force has remained fairly constant.)

It is clear that the post-industrial society is an informa­
tion society.

One of the important things to notice about this shift is 
that the strategic resource n the industrial society was 
capital; the strategic rcsourcr in the post-industrial informa­
tion society is knowledge md data (and that’s not only 
renewable; it’s self generating). That explains the explosion 
of entrepreneurial activity in the U.S. Because the strategic 
resource is now what is in our heads, access to the system is 
much easier. Not only will wc see an impressive increase in 
the creation of new small firms, but if large institutions arc 
to S J r ,:v-., they will restructure to encourage en­
trepreneurial activity within their institutions.

Now, the mass instrumentalities that were created, that 
were consonant with the industrial society, are now out of 
tune with the times. Just as in 1800 the fact that 90 percent 
of us in the labor force were farmers dictated the societal 
arrangements of the day, the fact that most of us were in in­
dustrial occupations until recently dictated the 
arrangements of a mass industrial society — which are now 
out of tunc with the new information society. Let me give 
you three examples. Labor unions. In 1950, with 65 percent 
of the work force in this country in the industrial sector, 
more than 30 percent of the workers in the country were 
members of unions. That’s now 19 percent. There’s no way 
that’s going to do anything but continue to go down, as wc 
move more and more into the information society. A late 
entry in mass industrial society, network television. 
Network — notice 1’ in saying network, not television — 
network television started down last year, and it is on a long, 
slow, irreversible slide downward. I’ll talk more about that 
later. National political parties, which had their heyday in 
the industrial society, exist today in theory only. Tilings like 
department stores and national chain stores which are in



tunc with the mass, industrial society have been yielding 
over the last decade and a half to things like boutiques. This 
phenomenon, the breaking up of mass instrumentalities, 
you’ll see everywhere.

Starting a year ago, the number one occupation in the 
United States became a clerk, replacing the laborer, and the 
farmer before that. Farmer, laborer, clerk: a brief history of 
the United Slates. (What comes after clerk? 1 can’t decide 
whether it is soldier or poet.)

In connection with this shift to an information society it is 
important to notice a powerful anomoly developing: as we 
move into a more and more literacy-intensive society, our 
schools are giving us an increasingly inferior product: this is 
a powerful mismatch. SAT scores (the tests to qualify for 
college) have been going down each year for more than a 
decade. Wc all experience that our young people are not 
outstanding when it comes to writing and arithmetic. Con­
sider this: for the first time in the history of the United 
States, the generation that is graduating from high school 
today is less skilled than its parents. Lastly, with the basic 
restructuring of the society from an industrial to an infor­
mation . ociety, the traditional groupings of goods and ser­
vices won’t work any more. That is why the economists are 
almost always wrong. And they will continue to be as long 
as they rely on the old indices. Wc need new concepts and 
new data if wc arc to understand where we are and where wc 
arc going.

2. There is more decentralisation than centralisation tak­
ing place in America — fo r  the first time in the nation's 
history: the power is shifting not only from  the President to 
the Congress, but — less noticed — f rom the Congress to 
the states and localities.

Trends move in different directions, at different speeds. 
They have different weights. They have different life cycles. 
About three or four years ago, the heft and feel oT the move­
ment toward decentralization became greater than the heft 
and feel of those forces toward continued centralization.

The two great centralizing events in America’s history 
were the Great Depression and World War II, plus the cen­
tralizing impact of industrialization. We aie now receding 
from these centralizing influences.

You remember, in the ‘50s and into the '60s (and beyond) 
wc began to celebrate individual diversity more than we had 
celebrated it before. In the '60s, we started to celebrate 
ethnic diversity. Polish is beautiful, as well as black is 
beautiful. We started to celebrate our ethnic restaurants, 
which of course had been there all the lime. An extraor­
dinary thing happened, by the way, in the late ’60s, Wcgave 
up the myth of the melting pot. For years we had taught our 
children in fourth grade civics (or thereabouts) that America 
was a great melting pot, as if we were all put in a giant 
blender and homogenized imo Americans. Now wc have 
given up that myth and recognize that it is our ethnic diver­
sity tl at has made us such a vital, creative country. Then a 
phenomenon of the '70s was jurisdictional diversity, 
geographical diversity. Wc have no national urban policy 
today because a (top-down, master plan) national urban 
policy is out of tunc with the times, The only national urban 
policy that would be in tune with the times is the national ur­
ban policy that would respond to local initiatives. It is an in­
appropriate question to ask, “ Are wc going to save our 
cities?’ ’ That’s an cithcr/or formulation. It doesn't work in 
the new multiple option society. The point is, we'll save

some of our cities; we will not save others. We’ ll save some 
of our cities a little bit; we’ll save others a great deal. And it 
will all turn — again — on local initiative. That's also why 
we're not getting a national health policy', because you can’t 
do a top-down monolithic kind of policy anymore because 
of the growing diversity in the United States.

Now, where wc feel centralization continuing most pain­
fully is in government regulations, as w'e well know. And 
that's changing. Thai's really bending back. It was a 
Republican, Nixon, who opened China. A Democrat never 
could have done that. And I think just so, the Democrats arc 
the only ones who’rc going to be able to at least get the 
deregulation started, because Republicans would come un­
der too much pressure. You know about the airlines, and 
you know about the trucking industry, which I thought 
would be the last to go, the railroads, radio. The watershed 
in this, T think, was in February of 1978, when the U.S. 
House of Representatives voted against a consumer protec­
tion agency. Wlial was not, I think, sufficiently underlined 
at that lime was that the first and second term Democrats 
voted 43 to 37 against establishing that agency. More and 
more, we arc going to see the political left and right meeting 
on this issue of being against big government and against 
government regulations. And that's part o f  a larger power 
shift, too, that’s going from the President to the Congress — 
and from the Congress to the states, which means more 
state regulations. •

Proposition 13, 1 think, has to be understood as having a 
lot more to do with the initiative trend, or the referendum 
trend, than it has to do with taxes. Wc arc submitting to the 
political process questions wc never submitted to the 
political process before. The watershed on that was Proposi­
tion 15 in California three years ago, when the citizens in 
California voted on whether or not to build a plant (a 
nuclear plant, but nevertheless, a plant). Wc have never sub­
mitted that kind of question to the political process before. 
Business got very involved in that because they had so much 
at stake. And in the process they helped to legitimatize this 
notion of submitting this kind of question to the political 
process. There is no end to it. Last November, more than 
400 questions were voted on around the country. There have 
been many votes on where we can and cannot smoke. Five 
jurisdictions last year voted on using or not using public 
funds Tor abortion. Two cities • <ucd on South Africa. Long 
Beach, California, voted on whether or not to have an oil 
tanker terminal, and, Into on the color o f  street lights. We 
never voted on ihc . kinds o f  things before, but wc’rc going, 
to sec more and more of this. It’s a pari of this larger, 
“ direct democracy.’ ’ We’ll be voting on a great range of new 
things, at times “ leapfrogging" the traditional political 
process.

In America, the large, general purnosc instrumentalities 
arc folding everywhere. An early sign and instructive 
analogue of this was the demise of Life, Look  and Post, the 
huge circulation, general purpose magazines nine years ago. 
That same year, 300 special purpose magazines were 
created, most of which are still being published. Four hun­
dred or so were added the following year, and so on. There 
arc now more than 4,000 special interest magazines being 
published in tiic United States, and no general purpose 
magazines. This phenomenon is an analogue Tor what is go­
ing on in the U.S. Two years ago the National Association 
of Manufacturers and the United States Chamber of



C om m erce  announced  they were going to merge for all 
kinds of wonderful reasons, none of which was true. They 
were going to merge in order to survive. About a year ago 
they announced that they couldn’t negotiate the merger, so 
now, presumably, they’ re going to die separately (except 
that the Chamber has lately become much more responsive 
to the grass roots, and that may save it). The American 
Medical Association, another umbrella organization, is gel­
ling weaker as the groups within it — the pediatricians, sur­
geons, etc., and the county and local medical groups are get­
ting stronger.

A year ago two big labor unions, tht meal cutlers and the 
retail clerks, merge-i to form a huge union — for survival. 
That’s the dinost t  effect: they get larger just before they go 
under. (We haven't noticed it, but there have been 50 
mergers of labor unions in the last eight years.)

These kinds of umbrella organizations arc out of tune 
with the times, just as network television now is becoming. 
ABC. CBS, and NBC will be the Life, Look, and Post of the 
’80s and ’90s. Back to the magazine analogue, network 
television will lose ground to new options: the incredible 
array of cable, video disks, and new spccial-intercst 
networks — a Spanish language network, the all-sports 
network, the ail-news network, the BBC in America 
network, etc. My guess is that by the end oT the ’80s, the 
three big networks may have fewer than half the viewers 
they have today.

The cross-over in politics came in 1976 — a Presidential 
year — when the number of people contributing to special 
interest groups, like “ Save the Dolphins" exceeded the 
number of people who contributed to the umbrella 
Democratic and Republican parties combined. That trend is 
continuing. The two great American political parties now 
exist in name only. We have a Congress filled with in­
dependents. Wc may pet some new political parlies, hut in 
tune with the decentralization of the country, they will he 
local, new political parties, not national. We alieady have 
the Right-to-Life party on the ballot in New York State. I 
am aware of your environment party and your health food 
party here in Sv :dcn. We will have local spccial-intercst 
parties developing in the U.S.

The magazine analogue is also instructive in connection 
wi'.li leadership. In the United States, wc have all noticed a 
dearth of leadership. We have no great captains of industry 
any more, no great university presidents, no great leaders in 
the arts, or in civil rights, or in labor, or in politics. It is not 
because there is any absence of ambition or talent on the 
part of those who would be leaders. We don’t have any great 
leaders any more because wc followers are not creating 
them. Followers create leaders — not the reverse — and wc 
followers arc not conferring leadership as we did in the past. 
We are now creating leaders with much more limited man­
dates: closer to us and on much narrower hands. In me old 
Taoist model of leadership, “ find a parade and get in front 
of" it," c who would he leaders in America arc finding 
much smaller parades — and many more of them.

3. We ere now a truly global economy because o f  
instantaneously-shared information, and the world is deeply 
in the process o f  a redistribution o f  lnl>or and production. 
A s part o f  this process all o f  the dev loped countries are de­
industrializing.

The other side of relying on less centralized political 
authority is the growing world economic interdependency.

Sir Arthur Clarke said that the two inventions that ac­
counted for America’s swift economic growth were the 
telegraph (later the telephone) and the railroads. Similarly, 
the two great inventions that arc making us a global village 
arc the jet airplane and communication satellite. In another 
way Marshall McLuhan captured the sense o f  in­
terdependence when he recently said, “ there arc no 
passengers on spaceship earth. We are all crew."

We arc now a truly world economy because of instan­
taneously shared information. Wc have wiped out the "in­
formation float.’ ’ And we arc now deeply in a process o f  re­
sorting out who is going to make what in this world. As part 
of this process all of the non-communist, developed coun­
tries arc de-industrializing. Even Japan (the most flexible 
country ir ;'nc world) is getting out of the steel business and 
the shipbuilding business. She knows that in these markets 
(which are at -.aturalion worldwide). South Korea will outdo 
her in st',d and ships will be more economically built by the 
new s lipbuildcrs: Brazil, Poland and Spain.

Th< U.S. and the rest o f  the developed countries arc on 
the wj v to losing the following industries: steel, automobile, 
railroad equipment, machinery, apparel, shoe, textile, and 
appliance. By the end of the century, the Third World will 
make 25 percent of the world’s manufactured goods. The 
end of the century is only 19 years away. Remember when 
President Kennedy was inaugurated? That is how far il is to 
the year 2 0 0 0 .

Wc developed nations are probably going to kill ourselves 
competing over steel and cars, when we should be moving in 
other new areas as the Third World takes over the old tasks. 
That is why the Chrysler bailout was so important. That 
bailout is a big s'ep down; the path of turning the U.S. 
automobile industry into an em ploym ent program, just as 
Britain turned its automobile (and steel) manufacturing into 
an employment program. We have to see Chrysler, and the 
other automobile companies in a world context. Consider: 
In the world automobile market wc arc reaching saturation; 
it will soon be a replacement market. There arc now 8 6  
countries that have automobile assembly plants. Japan 
’akcs 13 man-hours to build a car; the U.S. takes 30 
manhotirs. Imports passed Ford and became number two to 
General Motors in 1979 with 20 percent of car sales in the 
I),S. But in the bellwether state of California imports were 
50 percent of car sales last 3 car. It has been part of the con­
ceit of the U.S. automobile companies that they never diver­
sified. They thought they would go on forever. Now even 
Henry Fold is getting out while the getting’s good.

Yesterday is over. Wc have to look to (he new 
technological adventures: electronics, bio-industry, alter­
native sources of energy, mining the scabcds. We have to 
work out policies (or at least let the market place do it) to 
make the transition from the old to the new. By the way, 
how reliable is the Dow-Joncs as n barometer to the 
economic health of the society or stock market with all 
those* companies from the dying industries on its list? Like 
the economists, they need a new index.

4. The. American society is moving in dual directions o f  
high lech/high touch. The introduction o f  every new  
technology is accompanied b y  a compensatory human 
response — or the new technology is rejected.

With the introduction of television, for example, came the 
group therapy movement, which, in turn, has led to the per­
sonal growth movement and the human potential move­



ment. (Watching TV in bed with someone is, of course, very 
high icch/high touch.)

Similarly, the high technology of the medical field (brain 
scanners and heart transplants) has led to a new interest in 
the family doctor and neighborhood clinics. A novel high 
tech/high touch example is citizen band (CB) radio: people 
using this technology to get in touch with another human be­
ing — anybody! And. moving closer to our offices, the high 
technology oT word processing has initiated a revival of 
handwritten notes and letters. The high technology of 
chemistry and pharmacology produced the pill which led to 
a revolution in life styles (away from either/or to multiple- 
option). Jet airplaines have led only to more meetings. A 
poignant example of high touch/high tech is how the high 
technology of life-sustaining equipment in hospitals led to ? 
new concern for the quality of death (and to the hospice 
movement).

Whenever' institutions introduce new technology to 
customers or employees, they should build in a high touch 
component; if they don’t, people will try to create their own 
or reject the new technology. That many account, for ex? ti- 
plc, for the public’s resistance to automation and electronic 
accounting. Electronic Funds Transfer (EFT) is failing 
everywhere.

The high technology of the computer has been somewhat 
intimidating to many of us, but now I see its high-touch 
potential as "computer as liberator." Let me explain. A 
company with 40,000 employees lias always treated those 
40,000 the same; it had to because that was the only way it 
cjuld keep track of them. And that has been unfair, because 
people are different. Now with the computer to keep (rack, 
that company can have a different arrangement with each of 
its employees as to relation of salary to retirement benefits, 
work hours, job objective and so fortii. And that is the trend: 
each of us having an individually-tailored contract with our 
employer. Also, the computer will outmode the hierarchical 
system of organi; ution (and that is liberating!). Wc had to 
have a hierarchy in order to keep track of everybody and 
what they were up to. Now with the computer to keep track 
we can restructure to horizontal organization of many small 
entrepreneurial groups. The pyramid has been outdated by 
the new tccl nology.

5. There arc the beginnings o f  a job  evolution in 
America, a basic restructuring o f  the work environment 
front top-down to bottorn-up.

Whenever pressing economic trends converge with chang­
ing personal values, you get change in a society. 1 hat’s why 
we can start to look for some revolutionary changes in the 
workplace. A whole new attitude toward American workers 
is on the way, And i'. could result in a revitalization of the 
spirit of work and America’s sagging productivity.

Here’s the situation The productivity grow;|i rate is on a 
dismal downswing. Last year was the worst fcr productivity 
improvement in the nation’s history.

At the same time, ovei the last two decades, personal 
values have been changing radically; there’s a growing de­
mand for more satisfaction from life. Workers feel it, too. 
Their psychic pain is reflected in their low productivity. 
They arc sick of being treated like machines in the service of 
increased productivity. Workers refuse to produce and even 
deliberately sabotage the products they work.

They are no longer content with the traditional remedies 
offered up by labor unions, such us more pay, four-day

weeks, better health benefits. What they really want, like 
everybody else, is deep human satisfaction from their work.

But industry had no compelling need to give it to them — 
until now. These dropping productivity figures will finally 
force industry, in economic desperation, to give more than 
token attention (o the mental health o f  workers. The 
workplace is in for a good shaking up. And the American 
worker is about to be saved by one of the most unlikely 
forces in society — call it humanization, personal growth, 
“ the human potential movement,”  participatory manage­
ment, the values of the sixties. Call it whatever, it is about to 
converge with the economic necessity of the seventies and 
eighties to rescue the American worker front a deadened ex­
istence. For one thing, American industry is beginning to 
eye the way Japanese companies arc run. Japan’s* produc­
tivity runs circles around ours. As I mentioned earlier, it 
takes Japanese workers 13 manhours to build a car, com­
pared with 30 manhours for American workers.

It’s often mistakenly thought that Japanese workers arc 
so productive because they perform like robots, ever subser­
vient to authority. The opposite is true. Unlike American 
workers, the Japanese are given enormous freedom to both 
plan and execute their work and solve problems alone 
without the help or interference of managers. The plants arc 
run not from the "lop down" like ours where managers 
deliver orders, but from the “ bottom up" where workers 
make many crucial decisions. Fully 90 percent of Japan’s in­
dustrial work force is organized in work groups of 8 to 11 
people, The whole theory is: the workers know their job 
belter than anyone else, and given a chance, workers will be 
creative and self-motivated. Interestingly, the. Japanese 
developed some of their management techniques from the 
theories of our own humanistic psychologists, such as the 
late Abraham Maslow.

When the Japanese use their techniques on American 
workers, the changes are astounding. The Japanese Mat­
sushita Company several years ago took over a Motorola 
plant near Chicago and began to produce Quasar TV sets. 
I lie company retained 1000 on-line workers but dismissed 
half of the 600 supervisors and managers. Within two years, 
production doubled and the reject rate of sets dropped from 
60 percent to 4 percent. Moreover, through good quality 
control, the company rcckincil its lual warranty costs 
from 514 million to S2 milEion. Just think, too, of the 
countless consumers who were spared the frayed nerves of 
dealing with defective produeJs. Thai 'done is an important 
contribution to the nation’s sanity.

Our workers tire not stupid or lazy. T i- r . y ,  like everybody 
else, want a chance for more personal satisfaction. And they 
are about to get it — even if  the trigger is such an eye- 
glazing event as lower productivity figures. U.S. industry 
lenders may not understand such a trend as changing per­
sonal values, but they do understand dropping productivity.

Because of how economically interlaced the U.S. is with 
the rest ol the world, the only weapon it has against inflation 
that is in its full control is productivity improvement. As 
Peter Drucker says in his new book, "Managing in Tur­
bulent Times," productivity improvement will be 
management’s most important task for the ’80s. And in this 
regard, for (lie ’80s, creative management will be more im­
portant than creative technology.

In closing, I want to say that I think the decade of the ’80s
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will be very exciting and uncertain. Wc must make uncer­
tainty our friend. It is, among other things, the only certain­
ty we have. In the decade of the '80s, we will be restruc­
turing our society from an industrial to an information 
society; wc are decentralizing at home while at the same 
lime we move into a truly world economy where the 
redistribution of production spells opportunity for all of us; 
wc arc becoming an increasingly high touch world as we

continue to push high tech; wc arc becoming a mulliplc- 
option, highly mnrkct-scgmcntcd society; and we will be a 
more participatory society with greater opportunities for 
each of us to realize our potential.

In short, we will be a much more complicated society, and 
the period of working through the structural changes will be 
painful, but we will be a more interesting, creative,'and 
nourishing society.

Mo Arts, M© Letters —  M© Society
M E N T A L  B A N K R U P T C Y

By HARVEY C. JACOBS, Editor, The Indianapolis News 

Delivered at Indiana-Purdue University, Indianapolis. Indiana. A pril 17. I9S0

IT is flattering to me, a newspaper man, to he 
invited to talk about the arts and letters, and 
especially under the sponsorship of a group dedicated to 

excellence. Newspapers are not generally held in high es­
teem today. Norman Mailer wrote some lime ago that half 
the stories in the newspaper are 50 percent incorrect. The 
rest are 75 percent incorrect. “ If a person is not talented 
enough to be a novelist," he said, “ not smart enough to be a 
lawyer and his hands are too shaky in perform operations, 
he becoires a journalist."

Therefore, 1 am honored to be asked to share some 
thoughts about a few problems journalists have in common 
with the academic community. Our respective futures de­
pend upon sizable number of Americans being able to com­
municate — to be able to read and write and, above all, to 
think and form conclusions based upon reason and 
knowledge. I feel sure you share my pessimism — that all is 
riot well in this process of gathering Tacts and drawing 
logical conclusions. Many oT you may be victims of such 
failures. Others are engaged in rectifying these failures, but 
all of us are in the boat together — sinking into the sloppy 
swamps of neglect and carelessness in language and com­
munication.

1 war. invited, 1 understand, partly because of something I 
wrote in The News about the lost art of letter-writing. From 
time to time I view with alarm the till toward poor 
scholarship, fuzzy language and tongue-tied students, 1 
happen to he a letter writer; I like to receive good letters, 
and 1 also know how out of step I am: hardly anyone writes 
letters any more. Why write, eve my own children tay, 
when it’s so easy to make telephone call?

Writing letters, we arc tr Id by the anti-letter crowd, is a 
bother and also costs loo much money. In some offices 
letters may cost tip to S'2 to 515 each — dictation, 
transcribing, typing, mailirg. But the real reason more 
letters aren’t written is that most Americans do not know 
how to write a letter. Since I have been editor oT The A V u 'S I 

have learned the most effective way to deal with irate 
callers. After the caller has spewed invective for a minute or 
tsvo I say: "That’s well said. Now put those thoughts in a 
letter and we’ll be glad to publish it."

The silence is deafening. “ Put it in a letter? Oh, no, I 
couldn’t do that. I don’t write very well. When I sit down to 
write, my brain goes into cerebral arrest" — or words to 
that effect.

In the letter-less society of the future how shall wc acquire 
insights into our heroes? The hands of all biographers would 
be tied without letters. The ucst in literature, the best in 
biography, the best in creative and candid comments have 
been preserved in letters. Imagine, for example, the void left 
if a letterless society had existed in Bible times. Paul said in 
his letter to the Galatians: “ Yc see how large a letter I have 
written unto yon with mine own hand." No ghost writers, nc 
telegrams, no telephone calls, no keying into a computerized 
data bank — just a plain letter in which a man’s heart is laid 
bare.

Mostly because Americans cannot express their noblest 
and tcndcrest thoughts in a letter, a gigantic greeting card 
industry has come to dominate the most intimate channels 
of communication. This industry thrives on a laziness that 
would have shattered our forefathers. The attitude toward 
the art of letter writing is well summarized by one card 
which, on the cover, says: "I should write," and inside it ex­
claims: "But you’d probably write back!”  Such a com­
munication puts an end to all exchange of opinions and sen­
timent and reduces what could be a pleasurable experience 
to a salable absurdity.

Why is the letter such a neglected form of com­
munication? English classes once elevated the letter to dis­
tinctive forms and required students to compose all of them. 
Perhaps a few teachers still do, but student*-, report that not 
many dwell long on the letter. Perhaps they don’t because o f  
their own ineptitude.

1 received a lengthy letter from a veteran Indianapolis 
high school leafier with 13 misspelled words in it. Bear with 
me while I run a few of them by: VIGEROUS, YOUND. 
FRAM, IRRATATINC, IMPLACATIONS, CARE- 
FULL, SENCE, CAUG11ING, BREATH (E), AUDI- 
ANCE and D1SP1TE. A letter from another teacher 
began: "1 was shigrinned to learn . . . ”  and so on for a page 
or two.

It’s fashionable to blame Johnny because he can’t read or 
write, but I suspect he does about as well as his father or 
mother — or perhaps even as well as his teachers. Trying to 
place the blame for our communications problems brings 
back a linle rhyming explanation:

The college professor says:
Such rawness in a pupil is a shame;
High school preparation is to blame.
The high school teacher says:





1

2

3

4

5

6
7

8

g

10
11

12

13

14

15

16

17

18

19

20
21

22

23

24

25

26

27

28

29

I n t r o d u c e d :  2/16/82
R e f e r r e d :  S t a t e  A f f a i r s  an d

J u d i c i a r y

THE SENATE BY STIMSON

SENATE JO IN T RESOLUTION NO. 75

IN  THE LEG ISLATURE OF THE STATE OF ALASKA

TWELFTH LEG ISLATURE - SECOND SESSION

R e l a t i n g  t o  m a r t i a l  la w  i n  P o la n d .

BE I T  RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS t h e  p e o p l e  o f  P o la n d  a r e  c u r r e n t l y  l i v i n g  u n d e r  m a r t i a l  la w  

im p o s e d  on th em  b y t h e i r  g o v e r n m e n t ;  an d

WHEREAS m a r t i a l  l a w  b y  i t s  n a t u r e  r e p r e s s e s  t h e  a b i l i t y  o f  t h e  p e o p l e  o f

P o la n d  t o  d e t e r m i n e  t h e i r  d e s t i n y ;  an d

WHEREAS a l l  o f  t h e  p e o p l e  o f  t h e  w o r l d  who a r e  f r e e  o r  who y e a r n  t o  bn

f r e e  f e e l  t h e  p e o p l e  o f  P o la n d  who a r e  b e i n g  r e p r e s s e d  b y

BF I T  RESOLVED b y t h e  A l a s k a  S t a t e  L e g i s l a t u r e  t h a t  che l e g i s l a t u r e  

s u p p o r t s  t h e  p e o p le  o f  P o la n d  i n  t h e i r  e f f o r t s  t o w a r d  s e l f - d e t e r m i n a t i o n ;  and 

be i t

FURTHER RESOLVED t h a t  t h e  A l a s k a  S t a t e  L e g i s l a t u r e  condem ns t h e  a c t i o n s  

o f  t h e  P o l i s h  G o v e rnm e n t i n  r e p r e s s i n g  t h e  p e o p l e  o f  P o la n d  t h r o u g h  t h e  

e s t a b l i s h m e n t  o f  m a r t i a l  la w ; and be i t

FURTHER RESOLVED t h a t  t h e  A l a s k a  S t a t e  L e g i s l a t u r e  s u p p o r t s  t h e  U n i t e d  

S t a t e s  G o v e rnm e n t i n  I t s  e f f o r t s  t o  a s s i s t  t h e  p e o p le  o f  P o la n d  i n  t h e i r  

q u e s t  f o r  f r e e d o m .

COPIES o f  t h i s  r e s o l u t i o n  s h a l l  be s e n t  t o  t h e  H o n o r a b l e  R o n a ld  R. 

R eagan , P r e s i d e n t  o f  u  i. U n i t e d  S t a t e c s  t h e  H o n o r a b l e  G e o rg e  Bush , V ic e -  

P r e s i d e n t  o f  t h e  U n i t e d  S t a t e s  and P r e s i d e n t  o f  t h e  U .S . S e n a te ;  t h e  H o n o r a l l e  

Thomas P. O ' N e i l l ,  J r . ,  S p e a k e r o f  t h e  U .S . H ouse o f  R e p r e s e n t a t i v e s ;  t h e  

H o n o r a b l e  A l e x a n d e r  H a ig ,  U .S . S e c r e t a r y  o f  S t a t e ;  and t o  t h e  H o n o r a b l e  Ted 

S t e v e n s  and t h e  H o n o r a b l e  F r a n k  M u r k o w s k i ,  U .S . S e n a t o r s ,  and t h e  H o n o r a b l e  

Don Y oung , U.S. R e p r e s e n t a t i v e ,  m embe rs o f  t h e  A l a s k a  d e l e g a t i o n  i n  C ong- e ss .

r c e ;
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SJR 75 

(^SENATE JOINT RESOLUTION NO

SENATE JOURNAL - PAGE 309- 2 

T t s V ix Senator- Stimson,

Relating to martial law in Poland,

was read the first time and referred to the State Affairs 
Committee and the Judiciary Committee.

SJR 75

2/16/82

SENATE JOURNAL - ^'AGE 373- 3 2/24/82

The State Affairs Committee considered SENATE JOINT RESOLU­
TION NO. 75 (martial law in Poland) and a majority of the 
committee recommends it do pass. The report was signed by 
Senator Fischer, Chairman and concurred in by Senators 
Stimsori, Collett a and Eliason.

SENATE JOINT RESOLUTION NO. 75 was referred to the Judiciary 
Comm i t tee.

SJR 75 SENATE JOURNAL - PAGE 395- 2 2/25/82

Senator Rodey, Chairman of the Judiciary Committee, moved 
and asked unanimous consent that the Judiciary Dommittee re­
ferral on SENATE JOINT RESOLUTION NO. 75 (relating to martial 
law in Poland) be waived. Without objection, it was so 
ordered.

•

SENATE JOINT RESOLUTION NO. 75 was referred to the Rules Com­
mittee.
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RESOLUT I ON  SJR-75 I S  JUST ANOTHER SYMBOLISM OF THE AMRRI CAN 

T R A D I T I O N  FOR THE HANDLING OF FREEDOM AND DEMOCRACY i S T H E  

WORLD OVER THE PAST 200 YEARS ,  I SUPPORT T H I S  RESOLUT I ON  AND 

GOD BLESS  YOU MR.  ST IMSON  FOR INTRODUC ING  T H I S  R ESOLUT I ON  

SHOWING YOIJR S O L I D A R I T Y  >' ITH THE POL I SH  PEOPLE .  MY THANKS TO 

THE E N T I R E  SENATE FOR T H E I R  SUPPORT IN  THE PASSAGE OF T H I S  

L E G I S L A T I O N .

STAN DORUCK I  OF ANCHORAGE
\

7550 OLD SEWARD H i d  I AY 1

ANCHORAGE ALASKA 9 502
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Human rights issues 
call for U.S. response
At the same lime the Reagan administration is condemn­

ing martial law in Poland, it is stepping up relations with a 
growing list of countries whose peoples suffer similar 
repressive rule. Its argument for this course —  that the 
Soviet Union as instigator of communism is the world’s 
paramount danger —  would be less cynical if it were not 
for the fact that regimes in places like .Argentina, Chile, 
Turkey, Guatemala and the Philippines long have been 
more repressive than the Polish military rulers. •"
In the crazy-quilt of international relations it’s not 

always possible to limit relations to the simon pure in the 
field of human rights. National interest may require doing 
business with governments whose authoritarian systems 
are repressive by Western standards, as in the case of 
China or Egypt. In such case;, however, relations are 
dictated more by consideration of enormous international 
consequence than by a fastidious view of human rights.'
But what can be said of a policy that blinks at human 

rights violations in places where strategic concerns are 
• comparatively minor and where, in the longer run, 
American interests may depend far(more on the support of 
independent peoples who may be freed some day from 
repressivejmle? •' . )
There’s lamentable inconsistency in an administration, 

worldview that; tacitly accepts what the generals have done 
in Argentina, where thousands of people have been 
kidnapped, ur.told numbers tortured and murdered, and 
thousands of others who “disappeared” are still unaccount­
ed for; that warms up to the junta that rules Guatemala by- 
terror and refuses even to moderate those tactics: that 
normalizes relations with a Chilean military government
that n o r r i c d  if'Q rv d iH r» a1  m u r r i o r  i n  W o c h in c r tn n  c f r a o t o  o n r i
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always passible to limit relations to the simon pure in the

• field of human rights. National interest may require doing 
- business vrith governments whose authoritarian systems 
; are repressive by Western standards, as in the case of 
: China or Egypt In such cases, however, relations are
* dictated more by consideration of enormous international 
I consequence than by a fastidious view of human rights. •

But what can be said of a policy that blinks at human 
rights violations in places where strategic concerns are 

“ comparatively ; minor and where, in the longer run, 
American interests may depend far, more on the support of 
independent jaeoples who may be freed some day from 
repressivexule? ; 5. ;-- . .. r <  
There’s lamentable inconsistency in an administration, 

worldview that tacitly accepts what the generals, have done 
in Argentina, where thousands of people have been 

. kidnapped, untold numbers tortured and murdered, and 
thousands of others who “disappeared” are still unaccount­
ed for; that warms up to the junta that rules Guatemala by- 
terror and refuses even to moderate those tactics; that 
normalizes relations with a Chilean military government 
that carried its political murder to Washington streets and 
still stifles civil liberties; that hails Ferdinand Marcos of 
the Philippines as a great democrat despite his dictatorial 
rule; that does' business with a ‘Turkish military govern­
ment which holds far more political prisoners than are held 
in Poland. If expressions of outrage about Polish human 
rights violations are appropriate, why aren’t they appropri­
ate elsewhere?
The administration is entirely right in condemning 

what's happening in Poland and in focusing world attention 
on the Soviet; Union’s role. Yet, since any such effort relies, 
finally, as much on moral stature and credibility as on 
political and economic measures, to the extent that 
American concern for human rights is seen to be cynically 
selective, the administration undermines its own case.. 
Among other things, the Pol'sh crisis should demonstrate 1 
the value in foreign policy of a clear and consistent - 
championship of fundamental freedoms everywhere. The' 
Reagan administration’s discriminatory view of right-wing 
repression can only dissipate that strength.

Child abuse legislation
State Sen. Charlie Parr gained unani 

approval Iasi; week of legislation he intgj 
protections for children who are vid£g^ 
exploitation. Among other things 
for state authorities to taĵ  
children, and exp and/ 
report cases of 
ties. This legisl 
inflicted ur 
incidencPj 
forwaritf&i&lS 
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proclaimedI martial law /F o r their. w i l l in g n ^ ^ e v e n ^ ^ ^  But rhe evidence does not support his claim  of * 
now, to keep on helping Poland, West Germany a n d ^  c rfcsr  I t is  true that in about half of Poland’s prov-~. 
the United States might obtain humane treatment f o r i n c e s .  union leaders were maneuvering to eject Com-' , 
the fallen Solidarity leaders/ There should.be no'^':;mur.Jst~offtdals irora factory leadership .positions.
doubt, however, that the Pohsh Government is now .i.v0TRis...wmter*s~HiaJTiumic~ChaOsrhcrwever< is m ore ' 
determined to decapitate the-union opposition," tct'.'iclearly 'attributable to shortages and inefficiencies 
move a gainst strikers wiin rorce and to summon tEe w th an jo  s trikesJIj.r-v^g'-Vtr.^r k-?*r—?  ■ ••
Polish army and, if it fails them, the Soviet army It is-also true'’thatiaday  of national protest bad*'
put down insurrection. v:S: called fornext Thursday. But that w as mainly a

The American, leaders who found some itritiaL;/response to th.e Government’s provocative threat to 
comfort yesterday in the inactivity of Soviet tanks y. revoke the right to strike—the principal reform won 
draw a pitiful distinction. This is no “ Polish”,solu- r.,f by Solidarity a t the start ofits remarkable challenge \  
tion. For months, the Soviet. Union has demanded a ; ■ 16 months ago. •• :£*C>’: ;■ <.y..
crackdown, made to Took exclusively Polish. But it V:V'-Vr'The pretexts have an obvious propaganda value '. 
could occur only with Soviet help..It requires the ^'j.to'tlie.Gm/emment. Its'actions, however,' suggest 
threat of Soviet intervention if Polish soldiers side ,1,weeks of careful planning. Nothing less could ac- ■ 
with Solidarity. .Qnlv~the tuG.Uty of resisting Soviet”/c o u r t  for such details as military dress for television'
.-----------------------  1------------- ’ " *•’ /announcers, new censorship routines a t  the post of-;

t , the closing of gas stations and the proclamation 
: cores of regulations..;-;'.'! “V /v / ' ':

“ To the Editor: T/ '“ *• 
Please sp a re r ' - 

simplistic *‘Ja : an 
.their application to the 

r - .  The Dec. 3 letter 
■C Tech Needs a Comm 
. ,  waves again • th e . . 

Japan 's competitive ch; 
■’tify g rea te r U.S. Govern 

?7* ment in the managemen 
j, t e c h n o l o g y ^ - '

. Those who lack publii 
j r  sector, experience .in t  

policy process in Tokyo 
iir ton generally- faiL to- un 
•;f-criticalflaws In'the.“Ja 
f /  tionale for.U^l.Gpvenm 

' tion in American industri 
F irst, th e  Japanese.G 

not the prim ary force.in 
•Timexcial! a n d ' tecKnolcg: 
•\' However comforting this 
■/'for American manage; 

H i  competed unsuccessful! 
5-. Japan. i t  is simply not c 
. over, it is  extrem ely danj. 

“ U.S. to underestimate th 
■ y . of Japan’s  industrial str 
•V. Japanese private sector. 
: j ; ; Second, given the enorx 
■! ties faced by American 
*. managing technological 
.- absurd to suggest that 
• process could be better 

/--Washington. Even more 
; "  the suggestion that this m

•The Case of

. ■ Nothing about New-York’s  Madisqh.Square G ar^^ tracks and ..o‘her'O.T.B.5 outlets/ arid leave” th e m / 
ien, with its slick;.-tacky■■>jsheen,‘;iBu^estS'.^rinaV,'i ',damoring'for'i. rescue. Boxing,' with its small p la y -/ 
ence — but no o re  thought its owners w o u l d ' c l o s e s u r f a c e ,  is a television natural and its  promoters '• 
ne place after a mere 13 years. That’s what theGulf ./V.po longer need to pay high Garden rentals.; -v ■' u. 
nd Westerxi Coi^r!atibn.’row direatensxbecause,q_f^'^j^C.^-Wjthoul other reliable.sources of revenue,' the £  
iounting and slate could not tum'a losing private business^
/i-If the'Gardeh closes; New. YorkCitywiU have no t^ in toan  affoi-dabie gbvemment enterprise. New Y ork/ 
rena forhoci:ey or basketball,:or the circus and thevr; borrowed funds to keep two baseball and two football: 
o  show. City Hall would like tq ^ v e ' these symbols//’ teams,,at.Yankee and Shea Stadiums. One football-* 
f urbamty;buttheMayor.and his Corporation Couh*tv~^fearn.nonetheless- moved aw ayand the returns now ..;
t Atjpn crSwnrit-r - nr*. rioVifMn   cover the debt service. The symbolic im-v

k'esping New York a two-team baseball- • 
;tify a  deal already triade.’Hie G arden's^' 

C ?^ ^ :/% sjT n b o lic  importance is much smaller.
—  -'reflect, economlc/tldes•-not', e a s ily /

 ̂ -.* i^6^»vvw uw ^uy-uiefyarQen^g.;Nassaa.Coliseum reflect a  nation;
Lmolate spending;^generate saies taxes and'enter~w/expensive downtown location is noresldfcnts,.;fm d^visitors-'-alikp..'.»Tv.Ti«~i  ̂tAri

To the Editor r ;; i-V 
Tom- Wicker’s two-ps 

/  “Threatened Harvest” .[I 
27] makes a compelling c 
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' '  W ith Poland sea led  o ff, cme <ian on ly  Im agine the /./n o w  to  bid the people to work, to accept authority and
 v i .  ---» ------------- ’’ ’ —  1------------’------ ■*------ -— j  —* conditions

fo r  h o th e a d s ;
“£-.-v J : i  plead with you to pleadwitfrthe people to go' VTt is  too  e a s y  to  b la m e  ex trem ists , on  e i th e r  s id e . T h e

‘jto spare;
•“y/hole agaiitl ĵ,
V  ,/' -W: I  cannot, j

w hom  I a m  not allow ed to -c o m m u n ic a te .'1 .You cannot-.'i.^ni. J ::The measures I have taken may appear ex-.
‘. in v o k e  au tho rity  over w o rk e rs  w ith  w hom  you refuse  •/£ tre m e , but ;>ou must know that they are designed to 
ijio nego tia te .' You can  s ile n c e  th e  p eo p le  and a r re s t ;  - head off worse: Solidarity is suspended, but not out- - 
-‘t h e i r  leaders.' You c a n 'fo rce  th e m , on  p a in  cl h u n g er,: low ed. Its leaders are detained,-not arrested. The 
r o r  d e a th .'to  move th e ir  sh o v e ls  a n t n h m  the~ma^ 4. emergency can be temporary if patriots will pull to- 
'Ttfrinp-s-Biii- ih a i w qn’t l i f t  th e ir  s p lri is a m T m a k e . gether. Poland's destiny is Socialist and Soviet. But 
./jh p m  pradnrtivn .1 . _. Ai^.r^wir. .> /* ;; there is still time to avoid open conflict and foreign-
I..- J :  We hav e  exhausted  w h a t y o u  call negotiation..,.-lintervt- tion. Go to work and, with your blessing, the i 
:N o  d a y  has been free of strikes-and new  dem ands. ’ W est u  H sustain us through the winter and let us 
.-You were not content to correct mistakes or improve demonstrate that we car pay our way and build a 
‘■the methods of petition. Election reforms were not ; new order— together.
'-goodenough. Your hotheads demand political power,’ /...- W : W h a te v e r  I could say  in th e se  c ir c u m s ta n c e s  
* ev e n  supremacy over the Party. That is impossible. ■: ■ w ill a p p e a r  to  b e  a  b e tra y a l to sav e  m y  sk in . Y o u  a sk  
,Poland is.bankrupt. No reforms w ill have meaning ■ f o r  m y  t r u s t ,  b u t you do no t tru s t  m e  a n d  S o l id a r i ty . '
t until the people produce enough to sustain them-\ O urs is  n o t a  m ovem en t of a g ita to rs  w h o se  re m o v a l  
j selves. i w ill c le a r  th e  a i r .  I t  Is th e  w ork ing  p e o p le  w h o  re -
y  -• W: N ot Poland bu t th e  syste rri is -h e jrikrupt. How -h e l led  a n d  reco g n ized  the ir pow er to  in f lu e n c e  th e lF  
- t a n  people produce w hen i t  y le ld s lh e m  iioTittie1? How - d e s tin y . D o n o t m isjudge  th e ir  m ood b y  th e ir  co n fu -
/■can the  m ajo rity  w ork  w e il w h en  th e  Jru lts go to a  _,^/sionof one  d a y , o r  w e e k . . ̂  ••
* m in o rity  living In bourgeois e le g a n c e ?  - •*r • j - . n i / / J :  I understand their. frustration and their

J :  f t  is too late to debate the causes of this crisis'/ /  ;  anger. That is ythy I beg you to s;?eak out for order, 
.■Xblame.both the chicken and the egg. I have detained.'.; before blood Is spilled. Have you not heard the Pope’s

rjjimp rroerre
L. Thein&Reagan Admirilstratioh 
credit foriwinning House passage of a ' 511.5 billion S5 b illion  to  56 b illion  the W orld B a n k  se e k s  to  o ffse t.'

a ro im d  the  w orld.
" A t le a s t the A d m in is tra tio n ;h k s  re v e rse d  it s .o w n ^ U .S ...g iv e s  .to  th e  I.D^ t  ____

fro m .
initial ^ ^ ^ ‘S ^ ^ o n o m ^ d . s t i m u ^ ^ ; w o r l d  e c o n o ^  fax.

House, against Republican opposition, Rniis'l3th a io t ig  b i" ;

tinuing resolutions" that limited aid spending to assistance. As a, j ^ rce n ta p ^ f  g ^  nanonal p .
about die 1979 levels! despite inflation. • ' r » c t . A m e r i ^ a I d t e d e ^

And the  5725 m iilion  fo r  th e  In te rn a tio n a l D evel--;,-cen t —  h a lf  a s  m u c h  a s  w as 
o p m en t A ssodation  Is c ru c ia l  to  stimulating_5_12 b ll- ri-.; h o w e r ;M d J C e m e ^ Y Â ^ dc ^ ^

o f  Aitnt-rin. F in la n d , S w itz e r la n d

To the'Edttor: r ' ‘‘
■ W hylstheFarellgnServl 

• about the appolntiient of F  
aide Max F rledendorf a s  t 
eral In Bermuda (new story 

"  is not a  demanding post am 
no harm there- H is-staff • 

■ w ort, and he  cam enterta 
politidans taking a  vreU-de 

^  from the rigors of i s itting .t 
m eats, sdxxil lunc ses and t 

•f .. M r.F riedersdo rfisno tb  
-apoUtlcal “ listeniagV post 
Iw ar, a  financial, reportin. 
••• Zurich or a  commercial pc 

terdam. A comfortable co 
fine way fo r unwaated sen 
to start a."new  caree r."  Z 

,^m aa for Florence, and Rit 
.ffarBardeauxl'*. .
> cThe career -Foreign S a  

;  portant, among other thb 
vide continuity and coher 

- eignpolicy, to avoid drarnr 
Tences between cne Adi 

/a n d  the next. Comerrativ 
,’bave forced the P iesidm t 
. this concept .(about 40 
:’hl5 ambassadorial appoint 
been from outside the cart 
but he has moved adroitly.

... An heir to the Johnson’s ’ 
a t the Court of S t.Jam e: 
magnate in Belgium o r a 
actor In Mexico are hard]; 
appointments and will no 
alter the course of Unites

-<r^ . *• - - i .  r  >\

Let Long Islanc 
Run Theii1 Rail]
TotheEditor: - *

Your Dec. 5 editorial “  
F air Deeds on Transit’’ ur 
illustrates what i3 w ra  

: Metropolitan Transportat 
. and Its attitude toward thi 

Rail Road. .
• ■ You talk about Mayor K 
oo-agaln effort to take ov 
day operations of the Trai 
end criddze elected otfic 

; ing credit for good.ser 
blame for poor service.; 
tvro State Assembly spon> 
tion to. split the L.I.R. 

v M.TA.;- ysxirllgnoring -t 
/Long Island legislators;:! 
•/state, mirrors the M.TA. 
/.w ard its poor stepchild,- tl 
.i/.O ther newspapers dh  

numerous times that maj 
v d a ls  and candidates for.; 
"as well as commuter gro 
: sau-Suffolk to .rrn  the'.I 

•'•'.from the M.TJC,' which 
/terested  In N e w Y o rta r  k.biacslTbc&eetlartt have 

-eairentloQ trocn the M.ISA
k‘YorlciaoCU<T.Cr?.<.'2> ^

.- We i r e  roost cxaoctrao 
.'pototmcfii of an ocnbodsr 
•"Koch to m ccltcr the M.T| 
-ance vrill mean Increase)
‘ fee Transit Authority .and 
for the railroad.' “V'//..1 1 

Recently, we held a pu 
the subject, at'w hich <

*- mony was presented abc:
: neglect of Its commut 

Long Island.vMa'/or,K 
-New York Clty-offlda'



I FOREIGN AFFAIRS G cneraftiruxelski is unlikely to do as 
welL One Is time: on additional quar­
te r  century of Polish experience has 
killed Illusions about the system’s  ca­
pacity farref arm. .* ■.> ■i

The other is alienation of Intel!ectu- ' 
T-r als. M r. leader’s turning point cam e -̂ -'vrixa be reversed the old Stalinist 

‘“-'slogan of "H e who Is not with us Is f  .. against mi”  to an acceptance of all who 
: . did ne t BCthrely resist. Gradually, 

T •• competer.t people agreed to seek 1m-
*■ -“ y  -P lO ra  1-CW13 - v ~  -2a . proveroents within the limits imposed,

■ — ! T    r r — r:---- — . and indulgence of their efforts per-
: PARIS, Dec. 'Thetrickle of infor-- w aded  others to participate, - s.
mxtion bum  militarized Poland has ' G eneral Jannelsk l and his jun ta  
been enough to m ala  two things d e a r. - J * m a y  enforce a  dead "order,”  but there 

F irst, the coup was w dl prepared, •' Is no question of law. They cannot re -  
e ren  to timing. Reports from  Gdansk, v ire  •. Poland's productive- capacity 
show it began before Solidarity voted Its  ̂̂ w ithout help from such people. Almost 
last resolutions. Seme people named by v all have been swept into prison. How­

ev e r a rden t his patriotism, the ra ilk  
ta ry  ru l tr  has turned against the well* 
sprinesci! tbe nation's v ita lity .. 

JV b a t.l? th* Wr<t tr> (V>? I would

tb e  T/answ  radio as arrested are ac to - ' 
ally  in the US.; the list was an oM one.
Soviet “noo-interference” is a myth..'
G tj .  Wojdech Ja rrcd s ti himself said 
be was acting to protect  Polish sorer-"
cignty, a  barely veiled edmisden of a  ,    U H H H
Sovietultimatum. —• '--Poles laivniilways-hrtd tn djstiDjftSsg
- Second, the- military-dictatorship's 

pnxaise of return to "renewal” of Pol­
ish society is empty. Of course the coun­
try  cannot go beck to pre-lSSO,

-m ake a  dluhv-tHm .h rtw w i Gtnfern- 
roent a id  public reftctfow 0 5

,. between  "reaaoos of sta te" andTcep-
dam i

m oreprotests tbe better.-. _.
Woe 10 us nil if fatigue and distrac­

tion a n ; allowed to erode our batinc- 
tive revulsion. It Is especially the duty
of American end European ual-cns to 
•SiStain sensitive attention to~Uie Pol-

I t col-
lapaed under. 35 years of misrules Tbe 

' I. regim e’s  unwillingness and inability to 
deal with Its people without force-hcs 
been proved. Solidarity's early ' do- 
mands were modest, escalating when
rulers showed they would respond to -"H rw orE Ss’ call for““3olidarl).y-vdtiv 
nothing bat tbe most Insistent p ressu re.. 3 3 3 5 ] jg^nT K eT ST ofisao  It -ras un- 

Bui neither - have tbe  generals, -, w iaeftif American labor, though vrell- 
rnostly Soviet-trained,'brought room Intend ooed, to speak more loudly than 
for • reccodliatioa. Massive a rrests , > the Poles. Today Poles are muczlcd. It 
the hom ing  o< organizations that had fatinx:tosS5uE^~ : . . ;  •• •
Dothing to do with tbe uakxv such as' ~  W atEfn governments, and private

t ;,
'i;»
c

Catholic groaps and the association of 
university rectors, reree l a  will to de­
stroy ail popular representatl an.
. When arid If tbe m ilitary 1‘term l- 

nates”  Its rule as pledged, to whom 
will it  hand power? Tbe fact tha t or­
gans of repression remained fully in 
place, . untouched by Solidarity's • 
achievements, Is now starkly .high-..'

bankers, should Immediately suspend 
credits and aid to Poland, except for 
w hativer foodstuffs and medicine can 
be distributed directly, not through the 
regim e. The word Is suspend, not can­
cel, f x  there Is leverage only as long 
as a  chance for easement exists. ; V j  
, 'T b :  proper condition for restoring a 
flow o f : funds is cold self-interest;

lighted. The union and its supporters therefore In do vray Interference. The 
built a  parallel structure that was daz- :. West, cannot pour money Into Poland 
zllny and aroused profound echoes until Its lea tiers-create conditions for 
among tbe people, but the oppressive its people to work productively— Im- 
yower was never dism an tl cd.-.; r.-T?7'-'! possible with guns and bulging Jails.

I Tbere remains the C o m m u iis t.P a rty ^  " - A'.i for.relations with tbe Russians,' 
•—deeplyshaken,) If-purgedbydefec--^. the fiction of Moscow's non-lnterfer- 
‘.tlon of tbe relativei. moderate fraction/oVenc.*.deserves a  hard squint. Tbere 
'purged of a  few discarded and fUscred-^ * canoot be business and courtesies as 
; ited incompetents-. Never before bos a - - u s u a l ,  but again leverage Should be
• ruling- Communist ;t apparatus '  beea7 j£"prc?erved by judicious though Initially 
'taken over by Its uniformed com rad».’.* f  limited m easures.■,*,■>.>•'■«• -
Ihn where cm  that lesd?.i.i:;:T^-i.-j4  ji:^:^Ct-,W hatever happens, though, tbe nas- 

I t  appears that General JaruzclsW s cei it arm s reductioa talks with Mos- 
Jdea of "renew al”.b  sim ply renewal ot.jS'-ccrr must be preserved. Reducing the

• the apparatus, replacement of ooe n o - ^  danger of nuclear w ar, especially In 
'  mcnklatura (the secret list.of peoplev,v tir^e crisis, b  in everybody's Inter- 
. eligible for responsible Jobs) by an-.;'lfesti Excessive reliance cn tbe nuclear
other m ore vigorous but with the sam e deterrent Ls a m ajor reason for West-

• goal of monopoly power. ern  Impotence now. To extend It risks 
‘ Janos K adar did m anage a fairly e f - s l a t t e r i n g  the Western all Lance. Po- 
, fective- renewal of his Communist - lend should spur Loth Western Europe

P an y  a fte r Hungary's 1356 revolution-"’-' a-sd the U.S. to concentrate more on 
But there a rc  two key reasons why - cxrventlonaldefense. • r ‘

In jriftrtiu ww —— w . 
mooarchs, tbe energy of Intelligent’ 
ministers, the goodwill of tbe dtixenry, 
tbe homage to mankind’s  lofty Ideas, In 
Poland all these positive, exemplary, 
copybook values were, quite unexpect­
edly,' devalued. Out of tbe blue, they 
were prostituted aod dragged tbe vener­
able corpse of tbe republic straight to the 
bottom likea millstone, 
j,We’re  well aware of what happened 
red why. -Our historiographers bare , 
taken precise soundings of the vertebral 

'column of Polish history.. They have 
brought to light all manner of defects, 
faults, and degeneration. We know that 

' our “golden freedom" was our undoing. 
That fierce, mad adbereare to tbe free­
doms of the Individual dtixen,.the au­
tonomy and independence of the person. 
All our troubles stem from that unbri­
dled freedom. .'.I; ' • •* •*

Like a  bad pupil, like a  dunce In tbe 
corner, like street hooligans, we are  
used as an example by the wise and 
bearded historiographers of our exem­
plary neighbors, who, instead of sub­
merging tbemsehres in freedom, mak­
ing a  god and a  religion of it, build 
strong, despotic states baaed.on tyr­
anny, tbe. staunch superiority of tbe 
state over tbe ccnfcsed Individual, a cult 
of crushing lndMduals ln tbe name of 
tbe genoddal goals of mighty Molochs. 
Our history envies our beheaded neigh­
bors with their lawless states, the ulti­
mate captivity of the thinking beings 
called by biologists, our fellow histo­
rians, Homo sapiens. • "  . •’ • .

But to hell with tha t unfulfilled career 
of despots nnd tyrant*. To bell with that 
unrealized role of the  gtndarm e In Eu­
rope. To bell with that abortive sum­
moning of defenseless todlrkluaJls and 
entire helpless nations to the hangm an..

What Is It that vre should be ashamed 
of? A fondness for freedom? Even 
though it was a foolish, mad, total, anar­
chistic, provincial freedom, tbe freedom 
which leads to ruin. -v
j - 1  know, I know. I know full well those 
ominous examples of our golden free­
dom whJcb gave rise to our nation’s en­
tire chain of misfortunes and tragedies, 
I see the Immensity of the evil Iwra out 
of old-time, Saxmatian, noble, selfish, 
nihilistic, unthinking, lono-wolf, egotis­
tical Polish freedom. But bad we been a 
disciplined, ordered; antilke society of 

. tbe Anglo-Saxon variety, would we hare 
been spared by acquisitive despots, 
would - our aggressive, • totalitarian 
neighbors Dot have quartered .‘.our 
-corpse? For .'wbllity will always suc­
cumb to villainy, virtue fall a t the feet of 

• crime, freedom perish a t the hands of 
the untrue. Though one may equally say 
that righteousness will conque r sin, good 
be victorious over evil, freedom triumph 
over slavery. But let us remember that 
the good ls free like a cloud In the sky 

•and that evil Is swift ns lightning. 7.'
Ti fc oUtloq ce(7tVZ< O lsai fmu. Stnua. Ciroct lac.

Tadcusz Konwickl, a novelist, lives In Poland. These a re  excerpts from the forthcoming novel "The Polish Com­plex, “translated by Richard Lourit.
•• • * 7^  ;•••••.



- rThe Cry From Poland
The unofficial news now trickling out of Poland 

speaks ■volumes. The Catholic bishops describe an 
^entire nation, terrorized bv military force.”  The . 
Times’s John Dam ton writes of a  social order shat­
tered by palpable fear. The Polish people are suffer- 

• ing a new. kind of “atomic" attack— the isolation of 
every individual from every other .so that in lonely 
d esperation, millions mightyield up the liberties won 
only over decades. • •- •; ■

The nevrs not heard from Poland is equally re­
vealing. Three o r four days of parading his power 
was all that General Jarmelsld should have needed , 
to prove himself Polish first and Communist second 
— to show the will and freedom to persuade moderate : 
church and union leaders to help him restore a  pro-' 
ductive order. Lech Walesa and Archbishop Glemp 
would then have appeared a t his side to counsel disci­
pline and nonviolence. The roads of Poland would - 
h a w  been thrown open so that all could observe 
the regime's control,..or a t least the people's ' 
acquies<^nce.-'• *;• • .p- * •

•• Instead, the ominous blackout continues. Even 
In arrest and isolation, not a  single leader of Soli­
darity has been given terms or hope enough to be en- • 
trusted with a  microphone, or even’telephone. Their 
silence is an unmistakable cry to resist, a t least in 
spirit and conscience. So is the church's remarkable 
manifesto calling the freedom of Mr. Walesa and 
other , union leaders an .“ indispensable”  condition 
of peace.- • "• c.

General Jaruzelsld has lost the gamble that 
“ Polish hands will not spill Polish blood.” To de-^ 
moralize his people further, he is reduced to boasting

A Haitian Freeze
i , ••

A. Christmas plum to Attorney General William 
French Smith. His Justice Department has not aban-

about the loyalty of the security forces that finally 
opened fire. But for that, he must also advertise the 

. fact cf resistance. Now the contest is for the con- 
. science of the soldiers. Yet even if they pass his test, 
what can the general expect of the workers when

• they sullenly carry their wrenches back to work? 
And if they do not sabotage his machines, how well 
can they perform under such duress? -:v; . .j,’,

X- ' ‘ - • : *:- i •  '*

President. Reagan has eloquently expressed 
,  America's revulsion a t these events. He is righ t to 

blame the Soviet Union first of all and to eliminate 
the distinction that his spokesmen had been making 
between Warsaw's massive repression and Mos- 

« cow’s direct intervention........
The President was also right to declare a  moni- 

•' torium on economic aid to Poland until civil and •• 
union rights are restored. The Warsaw radio had 
begun to crow about the applause of Western bank- - 

- ers, whose only concern this week seemed to be the. 
$30 billion that Poland owes.; - ••-v.t.v .

The Polish economy Is shattered and so ls the* 
pretense that new loans and rolling over old ones can 
prevent default. Aid to Roland from now on will be 
what it always should have been: a  political instru­
ment by which to keep encouraging evolutionary

* change in the Communist system. •
The catastrophic failures - of that system 

-threaten noTDj’Jy the weil-beTng of the Polish peopIeT"

- **6 « a c UiUUI

They Inspire brutalities that Jeopardize Poland's; 
reFM?offirwitiraircMlized peoples and, inevitably' 
the peace of Europe. . i*. »' i r• » • * t.% i* ^

• j* J
. ;■ % > • i‘

.*.., .• - » ■-*- v *

• - .• : i (j,!.'’’-*,!?
. . . f. J «*•*-

allowed to stay, even work, pending a'hpjr ing on *, 
whether they were legitimately entitled'to refugee

To hold poor, desperate people from the tropics , There is another set of relevant new.numbers,.; 
in a  camp near the Canadian border, where the tern- /They show that in fiscal 1931503 Haitians' applied for ** 
perature yesterday morning was L2 degrees, would 'asylum, as refugees. Compare that- with. 36,29(5' 
be callous. “Siberia,” some people say. So we’re all i Qibans, 7,138 Iranians, 4,111 Nicaraguans, 1,670". 
for Mr. Smith's conclusion, even though we don't ex- .*.•Poles, 992 Ethiopians/All told, 63,202 foreigners 
actly follow his logic. :Y.Av T rV-/''.vr.*-.; » Y a s k e d  for asylum.-. •/■C.T"

The Attorney General observes that i ,021 illegal I; Why make such a fuss over only a few hundred
Haitian migrants were caught entering the country black Haitians, especially when doing so_is sure to 
inNovember 1330, while in November of this year thep^ engender accusations of racism? -r t̂
number was only 47. That, he says, shows that the’: ~ There are two answers. One is technical: most of 
Administration's policy of intercepting and detain-" - the Haitians got here illegally and, when'caught, a r c ­
ing Haitians is “working remarkably well.” And It detained for fear of encouraging more illegals. Most 
means existing detention camps in Florida and else- - of the asylum applicants from other countries cam e 
where can handle ali the Haitian illegals; the Fort ! , in legally, as students or visitors, but overstayed." 
Drum plan can be d e f e r r e d . : r " • • - . -V--- iKv'That is a lesser transgression than sneaking in; they 

But the numbers can also be read anotherway— -;.need not be detained/, ■’ r* . "
not as a  sign that the fear of freezing deters mlgra- T-Vi-"’ Pending remedial action by Congress, there is 
tion but that illegal Haitian entrants are struggling . ‘another, less technical answer: make less of a  fuss 
much harder to avoid capture. If they were caught in over the H aitians,. The interim decision on Fort 
November 19S0, nothing awful happened. They were < j Drum ls a welcome step In that direction. .. .. r

Melt the Garbage M pur^nsJT

b e r  who are not frot 
Sahara-a t all but fro 
s ta tes , such as Mali. 
L ibya .:-* " . . J ;

In any event, King E  
did not drive hundreds 
Saharans from their yi 
in the. initial stages o 
(J975-76), Moroccan tr  
patched to the countrys 
and return to their he 
who had fled from the w

If the Moroccan a r  
fronted only by Polisa: 
the Western Sahara wo 
died into insignificance

W hat Byrne I  
To South Jers
To the Editor:'

As you correctly state 
Byrne’s Record" (editor

- popularity ls a t  rock fc 
been-a .long time sine 
hlghe- in South Jersey 
Florl «defeat has bee: 
part to his failure to put 
between himself and By 
fore failed to get the gn

_ SouthJerscyvotesheex] 
However, If, as you sa 

tax has stabilized prop 
must have done so in pla< 
our town. In 1976, our tax 
$1,250; they are now $1,90 
you call stabilization? W< 
the same bouse all along, 
try to keep it maintained 
ability to do so has not b. 
Mr. Byrne’s accomplishm 
'.- Yes, he took over the bu 
cust $42 million rather tha 
lion we were told It wot 

Is tnents to service in South
- from very little to none at 
pay a higher fare now. 
Philadelphia Is $2. Two ye; 
$1.35, and Transport of 
then ownid by Public Ser St Gas, paid taxes on Its fat

; , \ \ l f  Mr.-Bymc brought si 
and Integrity to Trenton, 
many. If not most of us, w. 
Trenton that. he was s  

■ 'using those noble auribi ' the benefit of North Jers 
f.certainly kept most, if 1* 

’/benefits" of his regime u 
’ "dudlng Brc.'dan Byrne Ai 

JOHN I
- f/nWilllngboro, N.J.

' Va-T,V?1 '.if

x. H onored  b y  M<

v To the E d lto r t ; . . ;^ :^ ; .  
".■• A Dec. 9 editorial Topi : John Reed is thc oaly’Ami 

in the Kremlin wall. This 1 
least, two other Amenear 
there: .Charles E .'R uth 
died in Chicago in 1927, ar 
Haywood, who died In Mos 

; Ruthenbergwasa fdund 
Communist Party., Big I  

; v ^ a f a m d e r o f  die Indus 
" of the World (I.W.W.). Ii 
;. Haywood, half his ashes i 

in Waldheim cemetery, Cc 
- ' ARTHU
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iA* ■‘■:vrk brown 
relaxed 

nferenco 
orcd per* 
ntetlmes'
OV ft 
.rfor.ex-;

■OgTOSr
n position taken by the Cardinal,* who 
wrolo Lho letter In h lscapaclty  as mili­
tary  vicar.:Tho controycrsy also exem ­
plifies th'q .deepening’concern over tho 
arm s buildup by Pope John Paul II',and 
other prom inent.C atholicsIn , Europe 
'and the fJnltc^
X Among the supporters of the protest is 
tho Intercommunity Center, for Jusllco 
and Peace; a'coqUUon.bf.tiic 33;m'aJor. 
? / * ' . ? :.v.! Sir 

Continued on Pago P5, Column
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t Illegal 
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»as;not*

•! Syria," 
Middle 
cmn Is.-( 
T dlplo-

I* ■ -«, y>’i,
declare 
ull 'and 
I' .legal 
ritei ret

ng was 
in s  the In '.tho
mt 'the

adopted after 'J,i 1973 Middle E ast W ar/ 
Resolutlop 33 J r.ferrpd (.9 an cnrlleijone,'' 
Resolution 242,'which called for Israe l's  
wlthdrawa.’ from territories occuplcd’ln 
tlio 1907 whr,*|r)d supported th o ,h g h |;6 ji 
"every statp',' |ri thb Mltldlp E ast to Hvo' 
/yvltliln secure boundaries.' 
tjrSyrla objected to this Implicit re^o'enU 
'tion pf liracj's fight to exist.' But|cngcr 
'to gain (\mcrlcan supportr.Uie Syrjan 
delegation canio up with iiicoktnt’croro- 
posnl that referred Instead to.jjpclcvant 
',Seouri\y Council resolutions.^.Aftcr'^i 
flurry of phone calls to, Washington'and 

' Damascus,.tho proposal'whs.ricccpted 
by tho Unltetl Statcsillli'i^ .'^ 'riJv j, jw,S 

“Dio ’resolution nlsoj'/calieil, for', tljo 
.Council to meet again po Inter than Jan. 
5 to consider.Vupproprlato moasurcs", If 
Israel failed to comply.*1 Council mem- 
bcrs'sald these could Include a cutoff Ip 
trade.' But diplomats hero do not bellbvo 
■ > . ; , v i V ' l i " <sj' i'.\I';1 • -J,■
"I'i/*** «V • ! * * > ' ! ;\v,ipjM 
V,;|(* j ■ Contlnupdon Pn go A3,1 Column

r mrnmrmifi 
Juredwhenti 
atralora.

. .. . Tanks

7 '..[jV’qf.m nrtlnl law cannot bo determined with all com-.1!'! 
s,; A',|’miinlcntlons down nil over tho country. But In ureas''*a'

 _____  , )d.'(f,'|vhero.’arolBnJourr.al|stalijvv0 bcen f;b le to fench ,fac i,i!''.
'F.^lowly through tho city at rush hour. Thousands of bn-!ji I ’torles In t)ie Warsaw region, what broko thahackbonq * .I

-■ • Kjell E ./Stokkeland,’ 
electronic specialist who 
Lenin • shipyard. In Gdar 
when he loft the city th is : 
30 tanks w ere 'assem ble 
refinery ,where workers s

‘v.H? and a Greek technic 
lng In the Shipyard said str 
who had gathered In Iron 
installation were driven t  
gas ^W ednesday. "H elk 
dropping it, and police or 
gas masks were throwing 
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wouJd ̂nt"'
^ge<l t2x*r resistance was DOl
lively contaiarfj*<:- •••»>!“»'/i 
tunicy lor high-level discus-

______  the SoYiet-bloc leaden  will
come over the next two days, when they 
gather here for the 75th birthday of Leo­
nid L Brezhnev on Saturday. Three of 
the guests — Gustav Husak of Czecho­
slovakia, Janos K adar of Hungary and 
Yumrhagjln Tsedenbal o f  Mongolia — 
arrived today. . 1  - .  .

The degree of Soviet concern not to be

hand. A Tass commentary earlier ia 
week rejected any ••different Interpret*-' 
tion" than one that saw the Polish ac­
tions as a  Polish in itiatives. V. - V-. ;

KnIIkov’s  Visit to Warsaw Recalled : 
The Soviet press agency has also 

avoided commenting on reports out of 
Warsaw tha t Marshal Viktor G. Kulikov 
of the Soviet Union, who is the com­
m ander In chief of Warsaw Pact forces, 
was in the Polish capital last Friday. .

--
shooting- it th ro u g h 'g u n ii^ t2 e 
said. ^  w -.  ,

The two witnesses sa id  that the troops
and riot r " ' . -*n had  net used other 
force a{ « . .  ,.„ .<ers and th a t tho
workers fled after the te a r  gas barrage. 
This morning, Mr. Stokkeland said, the 
shipyard seemed em pty of workers, the

' a r a a t T r r  • -  .•v

IsolaUd, with no idea of what was going.on In other -‘/'one even threw a  snowbalL Minutes afterw ard, a  -- 
parts of the country. They were worn down, sometimes \i truckload of soldiers goes post and, surprisingly, some 

tv hungry,, and began thinking of their children. Women of them waved to tbe crowd, for all the world like liber- V . 
.- 'among them  began weeping. When the troops and po- gating soldiers, cot agents of repression. .. -'i V ‘.

' '-licem en burst in, they were offered a  chance to leave, The m ilitary  decree that was promulgated . t he - ; .  
’’ . V unharm ed/lf they-would separate themselves from' ('m orn ing  after the arm y moved In was Draconian, and 

the ir l e a d e r s - V - i i ^ was prominently displayed on posters and the tw o -... 
:^ W e  really had no other choice,", said one w o rk era t newspapers allowed to publish. Penalties range from ",;, 
"*: the Huta Warszawa steel mill. "They had live ammu- '/ .tw o  years to death, for seemingly minor Infractions.- I t  c- 

’ n ltion 'and their guns-were rslsed/.Tbey seemed as simply overwhelmed people.
" scared as we were.?.? --** •V"T Soldiers posted at Intersections throughout the dtyr.,.*

In.fother .regions, resistance Is still going on a n d '1;turned cars aivny and let others through, rerouting 
some workers are apparently determined to repel an traffic without any logical rhyme or reason. It was ef- T-, 
arm ed attack. But w hat the outcome will be cannot ■ - fcctive psychological harassment. _  „ .
even be guessed. i r *- • *v‘ -A■n

‘WU1 Have to £at Their Words' . " V - .
V— V    - ■ A  I .  i  .- J ,

“ Poles always called the Czechs cowards for not re^ 
? ’ slstlng In ’68,"' said one'lorcign visitor here who 

travels frequently throughout Eastern Europe. "Now 
they will have to e a t their words. The Czechs were In­
vaded by five armies, the Poles did It all by them­
selves." . • • /  • : '

A m ajor factor in the case with which m ilitary rulo 
has been established so far Is the Polish love and rts  

, spect for the army. The army, like the flag and church, 
; . is a cvmbol of nationalism. r'',';V.: • . ’
'•‘S. "Ail this time we were nil looking at the a rm y and 

saying that because It Is mostly made up of conscripts 
•‘.'it might not be loyal to the government," said one 
.'European diplomat. "Whnt we didn’t see was the other 
side of the coin. Dccause the arm y contains so many 
.gons and brothers,..people were reluctant to move

f n h eT lm e  for True Courage*
One Polish Journalist, sitting at a cafe and talking toTr.l 

a  foreign co llogue with a nervous glance over his 
shoulder from time to time, displayed the demorallza- 
tion and depression that most Poles seem to be feeling. • 
It was, he said, the Intellectuals'who would feel the -. 
backlash. All Ills Journalist friends, he said , were now • 
out of work. One by one, he predicted, new newspapers • 
would open up and ooe by one his friends would be ofi-. -  
fcrcd Jobs, If they were Judged reliable. "Now comes - 
the time for true courage," he said, " I  worxhr how 
many will measure up. It's  either that o r  going to the '; 

.w ork cen tc rfo ra jo b asastree tc lean er."  ,
"We are back to 1951 and *52," he continued, refer­

ring to the Stalinist years. " I t  would tnf.c us 20 years to  
rcbuildw hatw ehadhere." — *!".uv'

Solidarity, he suggested, has talked a-:?reat line, but v »
- ’ at no time over the po3 t 1(5 months did the unlor. really  -y

   __ TvV'prepare a plan to counter a massive display of force. I t 1 '
The.m ost telling scene In the capital over the past .-‘.was not envisaged that things could tu rn  around so

th ree jdays, perhaps, occurred yeste rday . morning - — *------■-* *’------------------------ -•* '■• *u~» '
wncn busloads of soldiers moved Into the Polish Acad­
emy of Sciences to break up a strike by some 
countryV m ost eminent thinkers. The crowd 

. tv,;. •■.''.'•/.-j

ajuios

Describing the
mine near Katowice, tS 'vSv 
said “ a  group of irresponsit 
some of whom are  not empl< 
mine, organized a  strike”  ar 
despite warnings from the P 
and from Government proaei 
. Security forces sen t to the 
attacked w ith s to o e v  cro 
axes, according to  the Poli 
m ent broadcast. Tbe rad io : 
were employed" by troops, 
no details.-“ Seven, people ’ 
and 39 civilians vrere injure* 
attacked the representative 
who were peforming tbelr 
said: r f ^ c g a f -
. .  (  ’ Warnings of Swift Punls 
-v O ther • radio broadcasts | 
today indicated th a t the nut! 
broken up strikes ht a  hosier1 
Lodz, in central Poland; a t «

! steel plant a t  Cracow, in w| 
j land, and a t  a coal mine ir 
i easrern Poland, near the Sov 
'- T h e  .Polish ' authorities 

• s tem  warnings of swift pin 
! anyone who par,icipatcd in 
j tions commemorating tiw 1 

sary of riots in Gdansk and 
Those dots led to the downf; 
slaw Gomu'ka as the Polish 
P arty  leader In 1970. - 

The Rom^n .Catholic Chi 
ued speaking out strongly to 
sltion - to the - curtailment 
rights under martial law .' 
rndio said Polish bishops h; 
the rcleose of Lecli Walesa, 
the Solidarity union, who hs 
been held in isolation a t a 
guesthouse on the southern 
Warsaw. The bishops wer 
having said Mr. Walesa wa.‘ 
indispensable;.-for natiui, 
r i u m .! ! ; ' '^ : ^ '  ~~''
-. In o'  statem ent Issued 
Archbishop Jozef Glemp, v 
m ate  of) Poland, and o< 
called for . ‘.‘the freeing 
held by the Government.

Radio broadcasts from t 
Lidicated a  suspensico of 
d a l  procedures, a  severe c 
civil rights/new , restricti 
“and the rationing of electri 
and other fuel/ ya/ - - >• •
V * A television broadcast d

,J Sf»ciUlo7b*f<r»VodcTtoeJ.^ru,; ;̂..jij _ . _

WASHtNCimv JV r JV ^ E n 'i/o v ^  "for the h ig h a t  se. ■ A responsibility."irmartial law was pioclalm ed for tbe
\T T > e re q i i& n ie o ts u f iB a r tK Wi-tiM ^.ve ty  purpose of.avoiding c o n f r e n t a - - r  CP.M.Thurx

V _ j - -  j  tfiiUfi ini hrmri-nttc o rd e rtla td e riv es  from It, slsxdd" Hoc. Even when m em bersof the forces y : ‘ ■ (NoonThunday,broadcasts ^ ^  name of caJm ond\ )le ^ v ot  1JIXVer began to  fall with serious -A  - J ;  .
S k  i  ^  translated jrorn jhe*.- ° ( th e  state and citizens, strictly ; wounds under the  blows of chains,• >Polish by the Foreign Broadcast Infor̂  .0)}serYli(} violation of th b  order leads ! • kicks and stones, attem pts w ere still '
maffon Service, a United stales Gov*. - tn r-^ h ts  whlrhnrr*trndrtnt>y-!rr»rv.o'*'mntle to Hooeal to  reason. It was no’’* |UK-t;jy a a apuQj

m anagem ent system tc
of m aruol law. It confti
will to carry out a  prof

) threaten i 
s Irresponsible i

10! unrest a n a s eU -d e fa u e .>? - q  T - y  v ^ ^ lTef,!CttlMi i c:. 
i It through ac- .Tl'ie authorities will not retrcat since rtioordance'wilb direcOot

  islble and oxha'- the re b  nowhere to retreat. ;V-. .̂̂ •'p'. xhcS E _JJd .of the Poli
CNoonTiuraday. E.S.T.i - V tra iy  to m artia l law/An investigation t’ • Provocation has no future in P o lap< L ^pubU c..It s tttsscs 'th a t

/ / . r o » .--..'^ .^^v frv -re .v 'itito tb eseaffa lrilsb e ln g cco d u cted b y  ^-Sotdollsm will not be overthrovm butVX.- Cura there t
„       « 4- fn tv i.recener-y ----- -- .  .~-i. tn^rrm li

r l  '................................................................
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