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1,000,000 acres, all high priority ref'-g= lands; and

WHEREAS the 1indigenous people of A"aska, through their corporate rep—
resentatives, have recognized the potential of the coastal plain of the
Arctic National Wildlife Refuge to provide for the well-being of future

generations of their people consistent with the Alaska Native Claims Set—

tlement Act; and
WHEREAS, while sec. 7(i) cf the Alaska Native Claims Settlement Act

applies to transactions that 1involve revenue from subsurface ar.” timber
resources on Native corporation land, 1t does not apply to revenue generat—
ed from acquired subsurface resources 1f only the surface estate 1is traded
for the subsurface estate and

WHEREAS, since only the value of the surface estate 1is being exchanged
by the Native corporations, the provisions of sec. 7(1) cf the Alaska
Native Claims Settlement Act do not apply; and

WHEREAS oil and gas activities conducted in the coastal plain of the
Arctic National Wildlife Refuge on land for which the subsurface potential
has been exchanged for surface values 1in other refuges have the following
potentially beneficial effects;

(@) exploration would he conducted on a Jlimited and cioselv
coordinated basis, thereby minimizing adverse environmental effects;

(2) experience and data gained through early exploration would
allow for a better designed lease sale, resulting in the generation of
higher revenue, while further minimizing, adverse environmental effects; and

WHEREAS the concurrent exchange concept 1is therefore most responsive
to the needs of those wishing to relinquish their high priority refuge
inholdings, as well as that of the federal government 1in 1its wish to ac—
quire the inholdings in the public interest; and

WHEREAS, while the participation of Native corporations 1In these

valu."-for-value exchange discussions has vraised the question of the

4-
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protection of traditional 1interests and the 1intent of the Alaska Native
Claims Cettlement Act, the Native corporations feel that their sharehold—
ers® traditional use of the land is protected under the subsistence clauses
of the Alaska national |Interest Land Conservation Act and that federal
mrefuge management and stewardship more than adequately protects their
interests and lifestyle; and

WHEREAS there are 430 federal wildlife refuges comprising approximate—
ly 90,000,000 acres; and

WHEREAS 16 of those refuges, comprising 77,000,00= acres, are in
Alaska, with the result that 77,000,000 of the 90,000,000 acres are 1iIn
Alaska ; and

WHEREAS there 1s an opportunity for the United States Department of
the Interior to eliminate or acquire the 13,000,000 to 15,000,000 acres of
inholdings 1iIn the federal wildlife refuges 1in Alaska and this acreage
approximates the total of the federal wildlife refuges 1iIn the contiguous
United States; and

WHEREAS the Alaska State Legislature belir/es that this is the largest
and most significant “and transaction ever undertaken on behalf of the
national ref Zce system; and

WHEREAS after all the oil and gas in Alaska have nee", explored, devel—
oped. and consumed, the exchange effort could stand as a lasting testimony
to our c"Inmi t%ent, wisdom, and foresight for future generations: and

WHEREAS administrative actions taken by the Secretary of the Interior
with regard to refuges and mineral leasing on refuge land do not in anv wa/
minimize the fact rhat it is the Congress tha sets the policy nrovided in
the Mineral Leasing Act of 1920; and

WHEREAS the Mineral Leasing Act provides that each state receives QO
percent of the revenue share, either directlv or through the Reclamation

Fund, and 10 percent goes to the federal government; and
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WHEREAS, while the Secretary of the Interior may remove anarea from
leasing under the Mineral Leasing Act, it does not follow that if theland
is ultimatelyleased, the Mineral Leasing Act does not apply; and

WHEREAS Congress applied the Mineral Leasing Actof ™20 toAlaska in
secs. 6(h; and 28 of the Alaska Statehood Act, and as si chbecame an inte—
gral part of the compact between the United States and the Stare of Alaska
unde: see. 4 of the Statehood Act; and

WHEREAS the Alaska State Legislature and the Covemor of the State of
Alaska firmly believe that the 90/10 revenue snare of royalties from the
production of subsurface resources within national wildlife refuges within
Alaska may not be changed without the consent of the ppjpleof the State of
Alaska; and

WHEREAS Congressional action on the Arctic National Wildlife Refuge
should not include restrictions on the Alaska Jlabor force as union or
nonunion because that decision is best addressed by 1individual private
sector employers through the collective bargaining process; and

WHEREAS the national trend toward decreasing dependence on foreign oil
sources 1is reversing and net United States oil imports during the first 10
months of 1986 were 29 percent above the comparable period for 1985 and the
United States 1.s moving on”e again toward dependency on foreign source., of
ol 1; and

WHERFAS expansion of domestic oil production has several advantages
relating to the nation ™ economic and military security, and the expansion
of other oomestic energy supplies or energy conservation, to the extent
that 1t can substitute for imported oil, would have similar advantages; and

WHEREAS a higher United States oil production will e ert downward

pressure on the world price of oil; and

WHEREAS increased domestic oil production reduces the <chances of a

supply disruption that would have a sharp 1impact on the world oil price,
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because less United States demand for oil imports will cause slack in world
oil markets; and

WHEREAS if there 1is a disruption of the oil supply, the costs to the
United States economy will be reduced i1f United States oil import demand 1is
less relative to its total oil supply; and

WHEREAS decreased United States dependence on foreign oil allows
Uni ~ed States foreign policy *0o be more flexible and strengthens relation—
ships with oil-importing allies; and

WHEREAS the agencies within the United States Department of the Inte—
rior and the State of Alaska, including t e Governor of Alaska, have en—
dorsed the exploration, development, and production of hydrocarbon reserves
that mav be present in the coastal plain of the Arctic National Wildlife
Refuge; and

WHEREAS the Alaska State Legislature believes the single most 1mpor—
tant decision the Congress will make 1iIn the areas of domestic production
and national energy security in the next 18 months 1is the opening of the
coastal plain of the Arctic National Wildlife Refuge to energy exploration
and production;

BE IT RESOLVED that the Alaska State Legislature stronglv urges that

(1) the Congress open the Arctic National Wildlire Refuge undei
the Mineral Leasing Act of 1920 in the public 1interest, aid encourage an
expeditious but prudent exploration, development, and production of hydro—
carbon resources in the coastal plain of the Arctic National Wildlife
Refuge;
(2) cil and gas exploration, development, or production of tie

Arctic National Wildlife Refuge not 1involve the federal or state govert =
ments iIn anv capacity other than as lessor of subsurface rights and as
regulator of private sector activities;

(3) the entire coastal plain of the Arctic National Wildlife
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lRefuge be opened to oil and gas activities with proper consideration being
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given to purposes of a wildlife refuge;

@ each paii_y proceed with value-for-value exchange negotia—
tions, having consideration for the heritage of the Native community 1in
Alaska protected bv the Alaska Native Claims Settlement Act and the Alaska
National Interest Lands Conservation Act and with an equitable adjudication
of the applications for the subsurface tracts in the coastal plain of the
Arctic National Wildlife Refuge that are selected simultaneously bv the
Native corporations and the State of Alaska;

(5) Congressional action not 1include restrictions on the union
or nonunion character of the Alaska labor force in development activities
that may take place in the Arctic National Wildlife Refuge- and

@) the United States government reach agreement with the gov—
ernment of Canada to ensure protection and maintenance under sustained-

yield principles of the porcupine caribou herd without the enactment of a

1 treaty, agreement, compact, oif provision between the government of Canada

and the United States that would negate or reduce the right and responsi-
bilitv of the State of Alaska or the United States Fish and Wildlife Ser—
vice to manage ”“he porcupine caribou herd resource or a portion of 1its
habitat within Alaska; and be it
FURTHER RESOLVED that

(1) given the nature and complexity of the 1issues relating to
the Arctic National Wildlife Refuge and given the long-termeffects that
any action taken bv the Congresswill have on the state"s and the nation®s
domestic and international affairs and economies, the State of Alaska
Arctic National Wildlife Refuge Policy Committee 1is established; the mem—
bers or this committee shall be t> Governor of Alaska, the commissioner of
natural resources, an officer of the executive branch to be appointed by
the Governor; the President of the Senate, the chairman of the Senate

-8-
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Resources Committee, one Senate member appointed by the Senate President;
the Speaker of the House of Representatives, the Chairman of the House
Resources Committee, and one House member appointed by the Speaker of the
House; the vresponsibility of the committee 1is to galvanize an Alaska
consensus on the issues relating to the Arctic National Wildlife Refuge and

advocate these positions before the Congress; and

2 considering that i1t 1is in the national interest
inholdi s from federal conservation units and that the surface management
of these inholdings by the federal government severely restricts or prohib—
its development of the surface of this land, the State of Alaska should
divest 1itself of 1its interests in the surface estate of inholdings within
federal refuges and national parks and trade these interests for subsurface
interests in the coastal plain of the Arctic National Wildlife Refuge; and
oe it

FURTHER RESOLVED that the Legislature

(1) supports and urges maximum participation and job opportunity
for Alaska residents 1in all phases of energy development that might occur
in the Arctic National Wildlife Refuge coastal plain areas;

2 supports the exchair ge of interests, 1involving land within
the Arctic National Wildlife Refuge coastal plain under the provisions of
the “_laska National Interest Land Conservation Act and state statutes where
applicable, between the United States government and the State of ATaska
and oetween the United States golemment and Alaska Native corporations;

€)) opposes the establishment of additional, or the enlargement
of existing, National Parks, Preserves, or Monuments, National Wildlife
Refuges, National Conservation or National Recreation Areas, National Wild
and Scenic Rivets, Areas of Critical Environmental Concern, National Wil—

derness Preservation areas, or other conservation system units on federal

land within Alaska;
-0-
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A op) oses adding to  the « :"->sting. or creating new,
conservation svstei units iIn exchange for an affirmative decision by the
Congress to open the Arctic National Wildlife Refuge coastal plain area to
oil and gas exploration ind development, and believes that decisions
affecting public land and resources should be made on the basis of sound
scientific 1information and the public interest lather than political ex—
pediency.

COPIES of this vresolution shall be sent to the Honorable Ronald
Reagan, President of the United States; the Honorable Geort< Bush, Vice-
President of the United States and President of the U.S. Senate; the Honor—
able Jim Wright, Shaker of theU.S. House of Representatives; the Honor—
able George P. Shultz, Secretary of State; the Honorable Donald P. Hodel,
Secretary of the Interior; the Honorable J. Bennett Johnston, Chairman of
the Senate Committee on Fnergv and Natural Resources; the Honorable Morris
K. Udall, Chairman of the House Committee on Interior and Insular Affairs;
and to the Honorable Ted Stevens and the Honorable Frank Murkowski, U.S.
Senators, and the Honorable Don Young, U.S. Representative, members of the

Alaska delegation in Congress
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TO: SENATE RESOURCES COMMITTEE
FROM: COMMITTEE STAFF
RE: SJR 8 "Relating to a federal tax on imported oil"

DATE: APRIL 1, 1987

SJR 8 urges the U.S. Congress to impose a federal tax on
imported oil. There are at present at least two oil import
fee proposals before the U.S. Congress, S 302 and S 460.

Proponents of such an import fee believe that the tariff
would reduce the national deficit, protect our national
security and maintain the viability of our domestic oil
industry.

Economists from the Division of 0Oil and Gas predict that an
import tariff would greatly increase state revenues. For
example, a $10 per barrel fee would 1increase state revenues
by as much as $1.5 billion a year.

Such a fee would also greatly increase the cost of oil
products to consumers as well, and is therefore opposed by

representatives from the major oil consuming states.

SJR 8 does not recommend the amount that such a tax should
be.
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2. FISCAL NOTE

3. BACKGROUND MATERIAL
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It 1s not anticipated that a federal import tax on imported oil
would generate increased expenditures from either the operating or
capital budgets. The tax would 1increase 1income to the state
treasury by increasing the wellhead price of Alaska oil. Actual
monetary benefits will depend upon the actual amount of the
proposed tariff and the projected wellhead price. At this time
it 1s not known 1if the wellhead price of Alaskan crude could
adjust to match the tariff increase. Thus, all that can be said
is that for every one dollar increase in wellhead price, b jtween
$135 million and $150 million would annually accrue to the state
treasury as a rejult of increased royalties and severance taxes.
Assuming a ten .ollar per barrel tariff and a full corresponding
adjustment to “ellhead prices, at current production levels, the
state would receive about $1.35 to $1.50 billion dollars
annually.

By raising the wellhead price of domestic oil, and 1in effect,
crating a floor price for domestic oil, the federal tariff would
also encourage (1) more intensive drilling and production 1in
existing reservoirs; (2) development of marginal Tfields near
Prudhoe Bay( such as offshore Lisburne, Pt. Thompson, and Gwyder
Bay; and (3) exploration in more remote, wildcat areas.

Page 2 of 2
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Oil import

- 3/4/87

fee gains

state leaders’ support

By CHUCK KLEESCHULTE
THEJUNEAU EMPIRE

The nation"s ail industry seems 1o
be preaching to choir urging
Alaska to support an effort to get
Congress to impose an oil import fee
fiat would raise prices for crude ail
- including Alaska 3 share for its
North Slope royalty ail.

Members of the Senate Special
Committee on Oil and Gas last week
received uniform encouragement to
pass a resolution asking Congress to
pass a variable tariff m foreign oil
imports. The import fee would raise
consumer costs for gasoline and pe—
troleum products, but would hike
state revenues i.utn itsaoil and likely
encourage additional recovery from
existing oil Helds.

Experts also testified that an im—
port fee at a high enough level likely
would encourage new exploration in
Alaska - some speakers noting that
for the Arctic National Wildlife Ref—
uge to be produced, ifopened to ail
exploration and production, oail
prices will have to rise above current
world prices of $16 to $18 a barrel.
Prices for Alaska oil traditionally
are several dollars a barrel below
that of the world price.

Sen. Joe Josephson. D-Anchorage.
appeared t express the Senate's
likely support foran import fee.

“1n 14 years in this legislature 1
have never supported a proposal,
and I have never voted for a propos—

beyond the short term we have 1
have an import fee. Without that our
energy independence is questionable
and our security in jeopardy, " said
Sen. David Boren, R-Okla., in a
statement read by an aide.

Boren and Tim Dowd, chairman
ot fie Interstate Oil Compact Com —
mittee testifying from Oklahoma, ar—
gued that without an import fee
America3 reliance on foreign im—
ported oil will continue to grow. Cur—
rently about 40 percent of the na—
tion"s daily consumption comes from
exports, up from 24 percent in July
1985 - \merican production falling
by 700.000 barrels a day over the past
year, while exports from Saudi Ara—
bia have risen by 685.000 barrels.

Experts predicted that by 1990
America, iforices remain at around
$18 a barrel, will likely be importing
more than 50 percent of its oil with
the industry being severely hurt as
far as being able to ever replace lost
domestic production. America cur—
rently produces about 8.3 million
barrels a day.

Bob Anderson, Alaska district
manager for Union Oil of Califomia,
said ideally an import fee would be
placed so that oil would cost $24 to
$25 a barrel - the minimum needed
toencourage new exploration in fron—
tier areas like Alaska.

While it appeared highly likely
that lawmakers will vote for the res—
olution. pushed by Alaska Sen. Frank

Murkowski. Borden®s aide said ap—
proval in Congress is unlikely bar—
ring anoi.ier major dip in oil prices
since the Reagan administration con—
tinues to oppose any change in a
"free-market”pricing structure.

al, whose benefits to Alaska we e
more clearly self-evident than the
benefits contemplated by this resolu—
tion.” he said.

"For the nation to continue to
have an energy producing industry



Federal study Indicates energy crisis likely

By LEE A. DANIELS
TWINFYY VOUKTIMI’

NEW YORK - Declining domestic-
crude oil production and the growing
dependence of the United States on
petroleum imports could lead to an
energy crisis in the 1990s far worse
than those expt ienced in the 1970s,
according to the draft report of a fed-
eral advisory committee.

4 The study, conducted by the Na-
tional Petroleum Council at the re-
quest of Energy Secretary John S.
Herrington, wtrns that current con-
ditions pose a serious threat to the
viability of the American oil and gas
industry - and to national security
and economic stability.

The council, made up of experts
from outside the government, is an
official advisory body to the energy
secretary. The draft report reaches
conclusions similar to those of sever-
al other recent studies that warn that
a severe oil shock could be just a few
years away.

The final version of the council re-
port is to be delivered to Herrington
on Tuesday after a meeting of the
council in Washington. A copy of the
draft report was obtained by The

New.York Times. .Several members..
jipf thp colincl! said thatJhc.flnal”b

port was not likely to substantially
differ from the draft report.

The council study, begun last
spring when crude oil prices had
plummeted $19 in six months and
were still falling, found that by 1995
as much as 60 percent of the nation’s
oil needs would have to be supplied
from foreign sources, up from 27 per-
cent in 1985.

The study states that even under
a "best case” outlook, the level of
imports was likely to reach 48 per-
cent by 1995 about 10 percentage
points higher than during the 19/9 oil
shock. Using the "best case" scenar-
io, the import level in 1990 was pre-
dicted to be the same as it was just
before the 1979 oil shortage.

The study contends that by the
early 1990s the members of the Or-
ganization of Petroleum Exporting
Countries, particularly those in the
Persian Gulf, will probably be exert-
ing greater control over the world oil
market than they did in the 1970s.

"It makes it very clear that we’ve
entered into that cycle that led to the
oil shocks of 1973 and 1979, said
George P. Mitchell, a member of the
committee that prepared the report.

"The country could have very se-
rious problems within a short period
of time," said Mitchell, who is chair-
man, chief executive and president
of the Mitchell Energy and Develop-
ment Corporation of Houston.

John H. Llchtblau, president of
the Petroleum Industry Research
Foundation and a member of the
committee, said that the report's
message is that "the pcriod of declin-
big oil prices and declining U.S. de-
pendence On foreign oil has come to
anend."

He continued: "We are going to
be much more dependent on foreign
oil, and our national energy policy
has to take that into account."

The study found that each of the
1970s oil shocks pushed 'he economy
into a recession, causing the value of
goods and services produced to fall

as much as 3.5 percent, unemploy-
ment to rise by up to 2 percentage
points and inflation to rise by 3 per-
centage points. It said that the poten-
tial of an equal or greater impact in-
creases in tandem with the country's
dependence on imports.

Committee members said the
study is the most comprehensive to
date on the domestic ramifications of
the crash in world crude oil prices
that began in November 1985. At that
time, West Texas Intermediate, the
major American crude oil, was
priced near $32 a barrel. In late sum-
mer of 1906, the price bottomed out
at $9.75 and has since risen to around
$17 or $18.

The council’s report lists 13 gener-
al options that-it says-thc-govem-

mcnt and (fie publie-should consider”.

The/tfptionS include opening more
federal lands to exploration for oil
ind natural gas; revising tax poli-
tics to encourage exploration and
production; imposing a tarifT on im-
ported oil; de-controlling natural gas
prices, and adding crude oil to the

nation's strategic petroleum to
serves as a supply buffer.

The report also lists methods of
cncou; aging energy conservation, in
eluding increased taxes on fuels, par
Ocularly gasoline and heating oil.
and greater use of alternative fuels

"The Congress, the administra-
tion, and the public must realize
something has to be done." said Mi-
chel T. Halbouty, another committee
member, and the chairman and chief
executive of the Michel T Il.olimuly
Energy Co.

"Sure, some of these options an
controversial,” Halbouty said.

The draft report was called disap

pointing by one outside expert, flu is-
topher Flavin, senior researcher of
Worldwatch Institute, an environ
.mental research organization
\N A ftcr the report's list of options
was .read to him. Flavin said "It
soilnas like a fairly tired old laundry
list abf options. Among all those
things, i don't see a single one that
strikes me as being new and tnnnv i
live "

/rtfo/LTTaE'iFf
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The case for a tax on imported oll

WASHINGTON - A new fed-
eral tax on all imported crude oil
and petroleum products—a con-
cept often debated but never
adopted by Congress in recent
years — may be an idea whose
time has come.

Within the petroleum indus-
try, support for an import tax
generally has been limited to in-
dependent producers in the
Southwest. They would reap a fi-
nancial bonanza from such a levy
because they could increase the
price of their domestic oil to
match the post-tax price of im-
ports.

When the American Petro-
leum Institute recently held its
annual meeting in Houston, how-
ever, APl Chairman George M.
Keller called for an oil import fee
or a similar mechanism to estab-
lish a "minimum floor price"
that would provide "disaster in-
surance."

In addition to heading the in-
dustry's main trade association,
Keller is chairman of Chevron,
the nation's third largest oil com-
pany.

Like other integrated, multi-

i national firms with domestic and
« offshore crude oil reserves,
. Chevron long has adamantly op-
| posed any government interven-
| tion in petroleum pricing.

Keller, speaking for his com-
pany but not API, suggested that
an oil import tax of S2 to $4 per
barrel could revive the finan-

I cially devastated domestic oil in-
m dustry.

InV\éeh
"

el

Sen. Gary Hart, D-Colo., has
proposed an import tax of S10 per
barrel. He would also provide re-
bates to the low-income ¢ nsum-
ers who would be most adversely
affected by price increases.

(Each Sl increase in the price
of a 42-gallon barrel of crude oil
is equivalent to 2.3 cents in the
cost of a gallon of gasoline.)

After global oil prices col-
lapsed late last year, a barrel of
crude oil plunged from S32to less
than SIO before recovering to the
current price of about S15.

That has led to what George
P. Mitchell, one of the country’s
leading independent producers,
has described as "a severely re-
duced U.S. production capacity
and greater dependence upon
foreign producers."

Indeed, petroleum imports
during the first nine months of
this year averaged 5.9» million
barrels per day compared with
4.S5 million barrels daily during

the same period last year — arv<*

increase of 22.5 percent.

Hart is among those who
argue convincingly that the
higher post-tax price would en-
courage conservation. Mitchell,
head of the Mitchell Energy &
Development Corp., notes that
the proposed levy would provide
a needed stimulant to "our coun-
try's faltering energy productiv-
ity."

President Reagan is firmly
opposed to the tax because of his
antipathy to both increased taxes
and government intervention in
the free market.

But when the Senate convenes
next year under Democratic
leadership, two key committees
wil be chaired by legislators
from leading oil-producing states
who enthusiastically support an
oil import tax.

Sen. Lloyd Bentsen of Texas
will head the Finance Com-
mittee, while Sen. J. Bennett
Johnston Jr. of Louisiana will
lead the Energy and Natural Re-
sources Committee.

Thus, industry’ and political
pressure could surmount White
House opposition to an idea that
is eminently sensible, especially
if domestic producers are willing
to make a sacrifice in return for
the financial windfall they will
receive.

Specifically, they should relin-
quish unjustified tax benefits
from accelerated depreciation
allowances and immediate write-
offs of intangible drilling costs.



Economists See Faults in Oil Import Fee

Hy Julm M IWrry and Anna Swardson

«imi

Imiositiun ol an oil import lee—wtuch is
a. lively under consideration by some Rea-
(an administration olficuU and members of
the Senate Finance Committee—would re-
setae some or all of the economic growth
and l.wcr mn.iion and interest rates gen-
.etaied by the cuircnt decline in oil piices,
many economists say.

These economists, who range (torn con-
seivalivc lo literal, question whether it
would be woith paying that price to boost
federal icvenuc—particulaily if (lie pur-
pose of the fee is to replace the revenue lost
horn lowering personal income tax rates by
a greater amount and increasing corporate
(aies by a smaller amount than proposed in
ire lloue passed ta> revision bill pending
tel.ie the committee

Mmcover, smh a fee docs not seem to be

the first choice of many economists because
it would raise business costs and make
American products less competitive on
world maikets.

Many economists also see falling oil
piices as a special bom this year when Die
inflationary impact of the declining value of
the U.S. dollar on foreign exchange markets
is expected to be fell. Some analysts fear
that the Federal Reserve Hoard could de-
cide lo tighten credit conditions and slow
economic growth if inflation begins lo ac-
celerate. The Oil piice decline is seen as
reducing that possibility.

Pcrhai* surprisingly, mod segments ol
the od industry oppose such a fee. Not only
ate major companies such as Exxon Corp.,
Mobil Coip. and Chevron Corp. against it,
but so is the Independent Petroleum Asso-
ciation of America, whose members arc
small drilling and producing roinpanies.
* . . Taxes, taiilfs, fees or quotas on im-

ported crude oil or petroleum products
would be counterproductive lo (he national
interest at this time*a recent IPAA policy
statement said.

A $5-a-barrcl fee, llie most commonly
mentioned figure, would be equal lo about
12 cents a gallon and raise about $8 billion a
year if imports ol crude oil and refined prod-
ucts remained at last year's levels.

Imports account for less than 30 percent
of U.S. petroleum use. If their cost were
raised by a fee, the price ol domestically pro-
duced crude oil and natural gas liquids also
would go up. and the U.S. ml industry's rev-
enue would increase by alqut $20 billion.

A portion ol (hat inciease woulJ be taxed
away through the (ederal etude oil windfall
prufils lax ai (he price of oil rose, and
lhrough the corporate and personal income
(axes as well. How much additional tcderal
revenue those taxes might yield would de-
pend on a number ol things, including how

higher oil piices affected the overall econ-
omy, economists say.

There also could be some increase in nat-
ural gas snd coal prices—or si least less ol
adecline llun otherwise would occur—if oil
prices are propped up by an import fee

Altogether, the direct increase in Hu
cost of petroleum products, i. passed
lhrough entirely to users, woutj approach
$30 billion and be equal to about 0.7 per-
cent of this year's gross national product,
which is eipccted tube about $4 2 trillion.

It probably would Lake about two years
for the higher prices to work their way
thtough the economy, accoiding tu econ-
omists who have studied the situation.

At the moment, oil prices are falling
while the import fee is still only a proposal,
albeit apparently a serious possibility, ac-
cording lo Senate Finance Committee
Chairman Hob I'ackwuod (R Ore.). That
timing difference led economist Alan

Greenspan of Townsend-Grcecnspan &a<
to caulk n the committee last week. "Thri
is somehow an assumption n is pobticali
easy* to impose a fee, Greenspan saw
"There is almost never a way to time »ui h
tax so that prices don't fall and then na
ag'.in when it is put on *

Greenspan’s point was Hut whatever u
straining influence falling oil prices ma
have on various price i tdexes will have <
curred already by the lime an impoit fr
conld be imposed. Then, when Hie higher u
prices begin lo show up in (he indexes, (h
additional inflation will be highly risible, h
predicted.

The Finance Committee is considcrm
the fee for several reasons, including pn
vidmg some price support for the saggu.
domestic oil industry and for bankers wi
have risky loans to it. But Hie principal cm
cern is to find added revenue to olivet utlu

Set OIL TAX, W, Col |



Oil Import Fee Questioned

OIL TAX. From FI

tau cuts that President Reagan and members of the
committee want to make as part of the massive tax re-
vision bill passed late last year by the House of Repre-
sentatives.

Several committee members are backing legislation
to enact a fee. Sen. Malcolm Wallop (R-Wyo.) wants a
sliding fee to capture any decline in crude prices below
S22 a barrel. Sen. David L Boren (D-Okla.) is pushing a
S5-a-barrel fee that would begin to phase out if the
price rose atove $25 a barrel and would disappear after
the price reached S30 a barrel.

Beth proposals include a higher fee on imported re-
fined products to provide additional protection for U.S.
refiners. Wallop would add $3 a barrel; Boren, $10 a
barrel. Sen. Lloyd Bentsen (D-Tex.) is a cosponsor of
both bills. Senate Majority Leader Robert J. Dole (R-
Kan.) also favors an import fee, as does ranking com-
mittee Democrat Russell B. Long (D-La.).

All the sponsors are from oil-producing states. Com-
mittee members from other parts of the country gen-
erally oppose the idea. For example. Sen. George
,V;tchell (D-Maine) said, “It’s an incredible windfall for
the domestic oil producers. | don't see what benefit
there is to the nation in that. And it would be extremely
inflationary.*

This split mirrors the different economic impact a fee
would have in various regions. Areas such as New Eng-
land that are heavy users of oil products would pay
higher prices but get little of the benefits flowing to the
domestic oil industry. Oil-producing areas in the South-
west also are heavy oil consumers, but they would
share in the gains of (he domestic producers.

Greenspan, a former chairman of the Council of Eco-
nomic Advisers, noted that a fee on oil imports would
raise the cost of chemical products made from oil, of
which the United States is a substantial exporter. High-
er oil prices could have a significant impact on many
lower-cost products, he said.

Nevertheless. Greenspan believes that the fee ought
to be looked at as a possible revenue source. ‘It is the
least worst of the available political decisions,* he de-
clared. ‘Whether it’s desirable is another question.’

Another former CEA chairman, Murray L Weiden-
baum of Washington University, who also testified be-
fore the Finance Committee last week, said he would
not impose an oil import fee because it would worsen
the U.S. competitive position.

John Makin, a tax economist at the American Enter-
prise Institute, opposes the proposal. *1 really think the
energy tax is just a habit of thought* he said. There
was a lot of talk about it in the late 1970s. People have
reports and slHies, and they dust them off. | don't
think that's a good way to go.*

Charles L. Schultze of the Brookings Institution,
Weidenbajm s predecessor at the CEA, flatly opposes
an oil import fee. Falling oil prices “will take some or all
of the sting out of the falling dollar,* he said. Putting on
a fee ‘would undo some of the good things* that lower
prices will produce.

A $S-a-barrel fee would generate about $10 billion in
idditional revenue. Schultze estimated. ‘If that was the
last $10 billion needed for a decent budget package (to
reduce the deficit|, 1‘d hold my nose and buy i* but i
would not advocate it,* he said.

However, the Senate Finance Committee is looking
it a lee primarily as a way of maxing Reagan-backed
cnanges such as reducing the top personal income tax
rate irom a proposed 3d percent to 35 percent—it is
now 50 percent—and increasing th' current $1,080
personal exemption to $2,000 for all but the highest-in-
tome taxpayers.

Other ctungea Reagan is seeking tndude a corporate
income Ui nte

members also want to reduce depreciation allowances
on business investments in new plants and equipment
significantly less than did the House.

Harvard University economist Martin Feldstem. an-
other former CEA chairman, strongly advocates reduc-
ing investment incentives by less than what the House
has proposed. In order to do that, while stdl keeping the
tax revision measure from generally neither raising
more or less revenue than current law, Feldstein would
use the fee. “It's a good tradeoff," he said, adding. "It
would be better s'lll to have a combination of an oil im-
port fee and a gasoline tax. with heavier weight on the

gasoline tax.' Feldstein is much less enthusiastic about !

using part of the revenue from an import fee to oifset
revenue lost by reducing the top marginal rate for indi-
viduals from 38 percent to 35 percent.

Most of the discussion in recent months about an oil
import fee has been in the context of raising revenue to
reduce the large continuing federal budget deficits. It
was in that vein that President Reagan included a $5-a-
barrel fee on both imported and domestic oil in a contin-
gency tax package he proposed in early 1983. That pack-
age—which he later let be known he did not want to
have passed—would have gone into effect only if several
conditions were met, including prior enactment of major
spending cuts.

Recent public statements by some of the major oil
companies, including a Mobil Corp. advertisement in to-
day’s Washington Post, generally oppose the tee as a
way of cutting deficits. Mobil call: the fee ‘a dud* be-
cause of its inflationary and competitive consequences
for the American economy.

An Exxon Corp. statement declares. These additional i
fees, which are in effect taxes, would increase consumer i

prices, increase inflation and reduce real gross national
product. In addition, they would distort competition
among fuels, place energy-intensive U.S. m.nuiacturing
industries at a competitive disadvantage against foreign
competition and fall inequitably on different regions ol
the country ...

‘If it is determined that tax increases are necessary, i

however, they should be as broad-based as possible.*
Former Treasury lax economist Harvey Galper has
been invited by the Finance Committee to testify this
week on the impact of taxes on international competition
and capital formation. Galper said he plans to tell the
committee that the most solid wav to improve America s

competitive position and to increase capital formation is i

not by providing larger investment incentives tnrougn
the tax code—especially if the pnee is imposition ot an
oil import fee—but rimer to increase national saving.

And he said that the best way to increase the amount of
la* . [e<*on«l

—_——

—
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New York Times

Tax Oilto.Save Qll

As surely as rising oil prices taught Americans
to conserve energy, lower prices will lead them to.
forget. That would be a national tragedy, and a fool-
ish security risk. Prices are falling because we con-.
served. Now that the price is not incentive enough to
save, add a tax.

No new oil price shock is in sight. But the

<world’ affordable supplies are.still being depleted,
and the risk of upheaval in the Middle East is ever
present. As long as they last, lower prices mean
greater consumption the world over. _

Homeowners won’t tear out insulation bought
when heating costs soared; new .energy-efficient
buildings won’t be razed. But the pressure to spend
money for more conservation is being lost.

Just think about automobiles, which bum more
than half the oil we consume. At less than Sl a gal-
lon, drivers lose their incentive to slow down and
tune up, and they stop caring about mileage ratings
onnew cars. They driftback into larger models, and
Government can’t resist .relaxing the regulations
that made the biggest 'S6 cars more efficient than
the smallestin 1973.

America consumed 17.5 million barrels of oil a
day in 1973. Today, in an economy one-third larger,
consumption has fallen below 16 million. Depend-
ence on foreign oil has also declined, from 36 per-
cent of consumption in 1973 to 30 percent, and, sig-
nificantly, the decline is much sharper for Persian
Gulfoil. |

The Reagan Administration wants only to reap
the disinflation benefits. It favors more off-shore do-
mestic drilling and, rightly, more deregulation of .
natural gas. But it is blindly rushing past this
chance to build up the Strategic Petroleum Reserve
at bargain prices. For transient budget benefit, it
would even sell off three naval reserve fields. And it
has unwisely relaxed the pressure on Detroit’s car
designers.

Federal fuel standards.and other regulation
would be less necessary if we turned to a tax to en-
courage more consen ation. With prices falling, we

- 2/23/86

could conserve by paying ourselves instead of Mid-
dle East potentates.

W hat’s the best form of tax? On alternate days.
President Reagan offers to consider a tax on oil im -
ports—provided it’s called a "fee" and is used to fi-
nance tax-law revisions.. Congress, t00o. seems to
prefer an import fee to a tax on gasoline or all ener-
gy. An all-energy tax, in any case, would have no
special impact on oil consumption, ‘he choice
comes down to taxing imported oil and rt ned prod-
ucts or taxing gasoline at the pump.

An import fee would reduce dependence on for-
eign sources and encourage domestic production.
The oil patch likes the ideabecause raising the price
of foreign oil-would let American producers charge
more for domestic oil. The consuming states of the
Northeast and West Coast and Florida balk at the
idea and would, at the least, insist on taxing away
the domestic producers’windfall. So taxing imports
would lead to taxing all oil.

That would raise the cost of living, retard
growth and damage friendly suppliers, like Mt o
apd Canada, which-might need exemptions. The
petrochemical industry, too, would want exemp-
tion, and who knows who else. The administrative
complexity is offset by the political attraction: the
public wouldn’t much notice an import fee.

7 ' A gasoline tax would be nighly visible even if it
only held prices at prior levels. But it would be sim -
ple to administer atop the existing Federal tax of
9 cents a gallon. And it would not discriminate
againstany region.

Either tax could be shaped to yield as much as
$100 billion over five years — $3a barrel on imports
combined with a 50 percent eewindfall” profits tax.
or 20 to 25 cents a gallon on gasoline. The revenue
could help balance the Federal budget and thus im -
prove the economy.

The main and lasting benefit of either tax would
be in conservation and national security. An oil con-
servation tax is good policy any time. It is more
easily achieved now that prices are down.



HARVARD STUDY URGES
OIL IMPORT FEE

v A IfrimtA:Lw-Harvar(r Univ. ccono-
inittt Harry Broadman and William
Ilogan, both with ihc Energy arid En-
vironnienl.il Policy Center, calls lor
lli** immediate imposition of a $10-
$11/bbi fee on imports of crude oil
and products in order to bait the na-
tion's rising dependence on imports.
They argue that such a tariff could
reduce U.S. import levels to the point
where the costs to society of import-
ing jn incremental barrel ol oil just
balance the benefits.

lhe market price paid (or imported

oil does not relied itstrue cost, which
irulodes whai the economists call an
“economic component” and a "secu-
rity component." The greater the vol-
ume ot oil imported into the U.S., the
higher the price, which means that, as
demand rises. jHimporters must pay
a higher price. Rising oil prices also
base an adverse effect on the U.S.
economy and the trade balance.

As for the security component, the
U S. is *till 'Table in the event of a
price run-up to an increased transfer
of wealth abroad with all the atten-
dant inils, and this vulnerability is a
lired film lion ol the volume of im-
ports Aku. ilIM* laiger the value share
if oil in rlit* «w«nrinmy at the time of a
irsruptioii. die greater the macroecu-
iniiin »uni>lititit die pm e shot k.

In tr.lei lo tubulate the optimal

eloped a model (ILIt in. elii/es the

v te®
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expected net social benefits of oil im -
ports for normal and disrupted peri-
ods and allows for the simultaneous
estimation of the premium's individ-
ual components. The table shows their
estimates of (lie optimal tariff and (be
costs of continuing a free-market
policy.

The authors consider 3 optional
forms of tariff: a simple fixed fee, a
variable fee, and a fee defined inpro-
portion to the price of oil. They prefer
the first on the grounds that it pro-
vides approximately the right incen-
tives at the margin and the closest
approximation to the optimal tariff
call illations revealed fry their analyses,
and avoids the difficulties of manag-
ing the macroeconomic costs during
an interruption.

lhe authors note that while the re-
distribution of resources throughout

tlie economy will have both "winners”

and "losers,” the winners' gains are
likely to be larger than the losers’
costs.

Copies of the study arc available
from Nancy Kingston, Energy and En-

viiiiiivierital Polity Center, Harvard

1Jiiiv , 79 lolui f. Kennedy St., Cam?*
I i

December 1,1986

OPTIMAL TARIFF AND CO3T OF
FREE MARKET POLICY PROBABILITY DISTRIBUTIONS

High p’imcase (&7)

Lower

25%
Economic Tariff $ 1.95
Security Tariff 3.63
Combined Tariff
(S per barrel) 7.00
Cost ol Free Market Policy
(Shillion/year) 4.64
low price case (>15)

lower

25%
Economic f.niff $ 4.03
Security Tariff 2.80
Combined Tariff
($ per barrel) 871
Cost ol Free Market Policy

11.72

($hillinn/yc.ii)

$/bbl

Upper
Median 25%

$ 2.85 $ 3.90
5.64 8.52

8.96 11.26

8.24 13.18

$/bbl

Upper
Median 25%.

$ 5.68 $ 6.87
4.20 6.65

0.01 1.89

790 27.93

Expected

Value

$ 3.14
6.44

10.60

Expected

Value

S 5.86
5.23

11.09

22.44
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SENATOR 2957 SHELDON JACKSON STREET
ARLISS STUPGULEWSK1 ANCHORAGE. ALASKA 995HS

Chairman, Sciuic Community and Regional Affair* Commmct
Vice-Chairman, Senate judiciary Committee While in Juneau
Member, Senate Resource* Committee P.0.BOX V
JUNEAU. ALASKA 99811
1907)465-3818

Senate

MEMORANDUM February 24, 1987

TO: Senator Jack Coghill, Chairman
Senate Resources Committee

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

documented fish processing vessels."”

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

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

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

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

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

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

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

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

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

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

100

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

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

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

mestic processor preferenceembodied

in the Magnuson Fishery Conserva—

tion & Management Act (MFCMA),
Stevens said.

The loophole would allow foreign
fishing companies to document for-

eign-bui It fish processing vessels un —

der U.S. law. Such reflaqgging could

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

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

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

“The preference could also put the

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

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

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

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

from our zone, available for foreign—

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

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

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

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

The loophole, which the proposed

legislation isdesigned toclose. hind—

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

would encourage thecontinued devel —

opment ofdomestic processing capa—

city, Stevens said.

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

Sen. Frank Murkowski is a co—

sponsor of the legislation.



REFLAGGING
" THE t-M
FLEET

Freedom, or
foul play?

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

CMiltwiMilM n. T*.
sAV' o —g*eme



lluw. loucr-eiid foreign processing

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

~luwarJ maintaining Ihc prrsenl post*

»

*4

lire inveslnunl climate which is foster*—

Ing true Amcricanisalion of our ti
fisheries..."

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

U.S. flag processing ships will con- 1

Irihulc nothing lo Alaska's coastal

communities “because the processing *A

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

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

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

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

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

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

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

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

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

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

-&

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

»lue v -

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

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

Juat a ahipbuildtr'a isaue?

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

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

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

yn.

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

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

. efforts will bring Irue benefit lo Ihc

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

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

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

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

Widespread support for
total ban

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

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

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

live investment climate which Is foster-

ing true Americanization of our
fisheries..." ‘

Ja. so t M o< fnfu Im

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

Don't restrict U.S. investments

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

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

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

safely standards required of U.S. v .

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

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

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

problem?

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

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

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

J> lhc answer lo ban reflagging alio-

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

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

- .;wouM hmt , hei

VN

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

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

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

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

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



Dear Editor.

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

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

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

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

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

yI..

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

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

_ fish processors to locale on shore

~through lax policies, Infrastructure

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

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

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

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

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

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

Paul Fuhs

President.

Southwest Alaska
Municipal Conference

standards In increase product reliabil- Th

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

cooperation or organization, and this

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

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

Americans.'

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

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

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

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

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

By Mr. EXON:

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

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

By Mr. ROTH:

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

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

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

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

Mr. President, In my Judgement,
there li no.lssus of more critical Im-
portance to the American peopl* and

CONGRESSIONAL KECOIU) - SENATE

tills Nation than the Judo of sitvinpi,
We simply cannot meet the challenge
of becoming competitive in the emerg-
ing world economy without addressing
the need to Increase our national sav-
Ing* rate. That Is what we attempted
to do when. In 1081, Congress voted to
promote an Individual retirement pro-
gram for the American people. The
Idea was that each working Individual
could save up to |3,000 a year tax free,
and that money would help citizens
meet their need* for retirement.

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

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

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

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

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

I cam teU you then many families In
my 8tat* of Delaware, with two wage
earners, who don't think there 1* any-
thing fair about what the tax bill did
to their ERA. Take a young autowork-

S111S

er st a Chrysler plant In my Slate
earning 833,000 with overtime. TIx
spouse can be working, perhap* as a
schoolteacher. Before long they at*
over the 850,000 limit, and their ded-;
cutibia IRA Is eliminated. Making the
Inequity even more apparent is an-
other chilling aspect of the new law; If
one spouse is an active participant Ina
auallflad pension plan, no deduction
for an IRA is allowed.

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

B the upooming days of this session

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

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

KoasvoamtorUurerm roe roMwoaerox

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

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

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

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

In order to benefit from the prefer-
enre reserved for the domestlo Indus-
t?/, a fish processing veaeel operatnig
offshore within our Exclusive Econom-



o
SZone must be documented tinder the
laws of the United Slates so os to be a
United Slates fish processor under the
statute. Those processin| vessels not
so documented under the Isn of the
United 8tales are foreign fishing ves-
sels under the MFCMA and cannot
qualify for a processor preference.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

*3n

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

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

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

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

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

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

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

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

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

Stm m fuhlntindustry; and

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

(S)alsuch other time* as the Secretary of

Commerce determine* that legislation li

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

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

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

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

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

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

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

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

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

CONGRESSIONAL RECORD —SENATE

Finally, let me note the Importance

.of additional provisions of this legisla-

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

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

By Mr. THURMOND:

8. 378. A bill to amend the Tariff

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

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

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

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

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

By Mr. THURMOND;

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

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

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

Under the prcsmt tariff sch*<luls.
llthotriptere fail under the
"'glectromedical anparatus' category.
Within this category there are two dlIf.
ferent duty schedule*. A duty of tJ
percent U Imposed on an "ftlaaL.rocurgl-
cad apparatus." All other Item* la this
csUiory carry a 4.4-pcroant duty.
W hither th* procedure U surgical or
nonsurgtcaJ U apparently a d*i**aln-
lag factor In regards to the amount of
the duty. The duty on a surgical appa-
ratus over twin* th* duty oa any
Other eleciromedkml apparatus; and
represents a great deal of money on
cretly iUms like lilhotriptara. fipedfl-
colly, the difference In duties who Ap-
plied to the present price of tho -tho-
tripttr U approximately 1100,G0v.
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100th congress

Ist Session .

To improve efforts .0 monitor, assess, and reduce the adverse impacts of driftnets.

IN THE SENATE OF THE UNITED STATES

January 6, 1987

Mr. Stevens (for himself, Mr. Mubkowski, and Mr. D anforth) introduced the
following bill; which was read twice and referred to the Committee on Com-
merce. Science, and Transportation

A BILL

To improve efforts to monitor, assess, and reduce the adverse

impacts of driftnets.

1 Be it enacted by the Senate and House of Representa-
2 lives of the United States of America in Congress assembled,
3 That this Act may be cited as the “Driftnet Impact Monitor-

4 ing, Assessment, and Control Act of 1987”.
5 . FINDINGS

sec. 2. The Congress finds that—

(o)

(D the use of long, plastic driftnets is a wasteful,

indiscriminate, and destructive fishing technique that

© o0

results in the entanglement and death of enormous

10 numbers of target and nontarget fish, marine mammals.



1 (B) species of marine mammals, seabirds, and

2 marine turtles which breed within, or are other-
3 wise dependent upon, areas subject to the jurisdic-
4 tion of the United States, including its territorial
5 waters and its exclusive economic zone; and

6 (@ “Secretary" means the Secretary of Com-
1 merce, or the Secretary’s designee.

8 MONITORING

9 Sec. 4. (@ Section 201(i) of the Magnuson Fishery

10 Conservation and Management Act (16 U.S.C. 182I()) is
11 amended—

12 (D in paragraph (1)(A), by striking “(2)* and
13 inserting in lieu thereof “(2) and (3),";

14 (@ in paragraph (2)(A), by inserting immediately
15 after “vessels" the following: “, other than wvessels
16 harvesting anadromous species under the International
17 Convention for the High Seas Fisheries of the North
18 Pacific Ocean, and the North Pacific Fisheries Act of
19 1954 (16 U.S.C. 1021 et seq.),";

20 (3@ by inserting immediately after paragraph (2
21 the following:

00 “@ The requirement in paragraph (1) that a United

23 States observer be placed aboard each foreign fishing vessel
24 may be waived by the Secretary with respect to foreign fish-
25 ing vessels harvesting anadromous species under the Interna-

26 tional Convention for the High Seas Fisheries of the North
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100th congress

I s #Session .

To improve efforts to monitor, assess, and reduce the adverse impacts of driftnets.

IN THE SENATE OF THE UNITED STATES

January 6, 1987

Mr. Stevens (for himself, Mr. Mubkowski, and Mr. Danforth) introduced the
following bill; which was read twice and referred to the Committee on Com-
merce, Science, and Transportation

A BILL

To improve efforts to monitor, assess, and reduce the adverse
impacts of driftnets.

1 Be it enacted by the Senate and House of Representa-
2 lives of the United States of America in Congress assembled,
3 That this Act may be cited as the “Driftnet Impact Monitor-
4 ing, Assessment, and Control Act of 1987”.

5 . FINDINGS

6 Sec. 2. The Congress finds that—

7 (1) the use of long, plastic driftnets is a wasteful,
8 indiscriminate, and destructive fishing technique that
9 results in the entanglement and death of enormous

10 numbers of target and nontarget fish, marine mammals,



seabirds, and other living marine resources in the
Pacific Ocean (including the Bering Sea) off the coasts
of the United States;

(2) there is a pressing need for detailed and reli-
able information on the number of fish, marine mam-
mals, seabirds, and other living marine creatures that
become entangled and die in actively fished driftnets
and in netting that is lost, abandoned, or discarded;
and

(3) increased efforts are necessary to monitor,

assess, and reduce the adverse impacts of driftnets.

DEFINITIONS
Sec. 3. As used in this Act, unless the context other-
requires, the term—

(1) “driftnet” or “drift gillnet” means a gillnet
composed of a panel of plastic webbing one and one-
half miles or more in length that is placed in the water
and allowed to drift with winds and currents for the
purpose of entangling fish in the webbing in the course
of commercial fishing operations;

(2) “living marine resources of the United States”
includes—

(A) anadromous species, as defined in section

3(1) of the Magnuson Fishery Conservation and

Management xYct (1G U.S.C. 1802(1)); and
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(B) species of marine mammals, seabirds, and
marine turtles which breed within, or are other-
wise dependent upon, areas subject to the jurisdic-
tion of the United States, including its territorial
waters and its exclusive economic zone; and
(3 “Secretary” means the Secretary of Com-

merce, or the Secretary’s designee.

MONTTORING

Sec. 4. (a) Section 201(i) of the Magnuson Fishery

Conservation and Management Act (16 U.S.C. 182I(i)) is

amended—

(1) in paragraph (1)(A), by striking “(2),” and
inserting in lieu thereof “(2) and (3),”;

(2) in paragraph (2)(A), by inserting immediately
after “vessels” the following: “, other than vessels
harvesting anadromous species under the International
Convention for the High Seas Fisheries of the North
Pacific Ocean, and the North Pacific Fisheries Act of
1954 (16 U.S.C. 1021 et seq.),”;

(3 by inserting immediately after paragraph (2)
the following:

“(3) The requirement in paragraph (1) that a United

23 States observer be placed aboard each foreign fishing vessel

24 may be waived by the Secretary with respect to foreign fish-

25

ing vessels harvesting anadromous species under the Interna-

S62 1S
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1. Pacific Ocean, and the North Pacific Fisheries Actof 1954

2(16 U.S.C. 1021 et seq.) if the Secretary stations—

3 “(A) at least two research observers aboard each
4 fish processing vessel serving such harvesting vessels;
5 and

6 “(B) a sufficient number of research observers
7 aboard such harvesting vessels to ensure that an ade-
8 guate sample is obtained to estimate, with 95 percent
9 confidence, the number of fish, marine mammals, sea-
10 birds and other living marine resources harvested or
11 killed and discarded or lost by such vessels.

12 The costs of providing such research observers shall be

13 included in the surcharge imposed under section 201(i)(4).M

14 and

15 (4) by redesignating paragraphs (3) through (6) as
16 paragraphs (4) through (7), respectively.

17 (b) Section 204(b)(6) of the Magnuson Fishery Conser-

18 vation and Management Act (16 U.S.C. 1824(b)(6)) K@

19amended by adding at the end thereof the following:

20
21
22
23
24

S62 IS

“(C) The Secretary shall not approve any
permit for a vessel aboard which the facilities for
quartering of any United States observer required
by section 201(i) or for carrying out the functions

of such observer are determined by the Secretary
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to be so inadequate that the health, safety, or

welfare of such observer cannot be assured.”.
(© The Secretary shall—

(D immediately initiate, through the Secretary of
State, negotiations with each foreign government that
conducts, or authorizes its nationals to conduct, driftnet
fisheries that result in the taking of living marine
resources of the United States in waters off the coasts
of the United States, for the purpose ol arranging tor
reliable cooperative monitoring and assessment, with
95 percent confidence, of the numbers of dsn, marine
mammals, seabirds, and other living marine creatures
killed and retrieved, discarded, or lost by the govern-
ment's driftnet fishing vessels in waters beyond the
jurisdiction of the United States,

(@ not issue any permit under section 204(b) of
the Magnuson Fishery Conservation and Management
Act (16 U.S.C. 1824(b)) for fishing, other than to re-
ceive at sea or transport United States harvested tish
from vessels of the United States, to any vessel of any
foreign government that fails, within one year after the
date of enactment of this Act. to enter into an arrange-
ment under paragraph (I) that is determined to be ade-
guote by the Secretary after consultation with the Sec-
retarv of State, except that the Secretary may deny

ioB
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* any such permit to receive at sea or transport United
States harvested fish for any vessel of any foreign gov-
ernment that fails, within two vears after the date of
enact? »ent of this Act, to enter into such an anange-
ment; and

(3) provide to the Congress by not later than one
vear after the date of enactment of this Act a full
report on the results of the Secretary’s efforts under

this section.

IMPACT REPORT

sec. 5. The Secretary shall provide to the Congress.
within one year after the date of enactment of this Act, and
every twelve months thereafter, a report identifying the
nature, extent, and impact upon living marine resources of all
driftnet fisheries in waters off the coasts of the United States.
both within and beyond the exclusive economic zone of the
United States (as defined in section 3(6) of the Magnuson
Fishery Conservation and Management Act (16 U.S.C.
1802(6)). The report shall include the best available informa-
tion on the number and Hag state of vessels involved, the
areas fished, the length, width, and mesh size of driftnets
used, the target species, and the number of fish, marine mam-
mals, seabirds, and other living marine creatures killed by
such fishery, as well as any other information the Secretary
considers appropriate. The Secretary, through the Secretary

of State, shall request such information for inclusion in such

s« B
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report from the relevant foreign governments and shall in-
elude in such report an evaluation of the adequacy and reli-
ability of the data and estimates received from such govern-

ments or other sources.

ENFORCEMENT AND FOREIGN FISHING PERMIT FEES
Sec. 6. Section 204(b)(10) of the Magnuson Fishery
Conservation and Management Act (16 U.S.C. 1824(b)(10))
is amended by adding at the end thereof the following:

“(G) The Secretary shall include in the de-
termination of the total costs of carrying out the
provisions of this Act the costs of an effective en-
forcement program for the exercise of exclusive
management authority and. in particular, to
ensure the conservation and management of ail
anadromous species throughout their migratory
range, consistent with section 101 of this Act.
The Secretary shall consult at least annually with
the Secretary of the department in which the
Coast Guard is operating to determine the costs
of an optimally effective enforcement program <o
that it can he reflected in and fully recovered
through the schedule of fees established pursuant
to subparagraph (A).”.

NET BOUNTY SYSTEM
Sec. 7. The Seen tarv shall promulgate regulations to
implement a net bounty system to pay persons who retrieve

$«B
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from the marine waters of the United States and deposit with
the Secretary, or the Secretary’s designee, lost, abandoned,
or discarded driftnet or other plastic fishing net material. The
Secretary shall make such payments for this purpose as the
Secretary determines to be appropriate from the Fishintr
Vessel and Gear Damage Compensation Fund established
under section 10 of the Fishermen’s Protective Act of 1967
(22 U.S.C. 1980) to the extent and in such amounts as are

provided in advance in appropriation Acts.

NET MARKING, REGISTRY, AND IDENTIFICATION SYSTEM

sec. 8. (@) The Secretary shall, in consultation with
officials of other Federal agencies and such other persons as
may be appropriate, evaluate the feasibility of and develop
recommendations for: (1) the establishment of a driftnet
marking, registry, and identification system to provide a reli-
able mechanism for the determination of the origin by vessel.
if possible, of lost, discarded, or abandoned driftnets and frag-
ments of driftnets; (2) the establishment of a cooperative
driftnet fishing vessel tracking system making use of tran-
sponders aboard such vessels and satellites or other equip-
ment and techniques to facilitiate cooperative efforts to moni-
tor the location of driftnet fishing vessels; and (3) the use of
biodegradable or other materials in a portion or all of the
driftnet that would accelerate the decomposition of driftnets
left to float at sea and therebv reduce the hazards such drift-

nets pose to living marine resources.
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(b) The Secretary shall provide to the Congress, not
later than six months after the date of enactment of this Act,
a report setting forth—

(1) the evaluations and recommendations devel-
oped under subsection (a) of this section:

(2 the most effective and appropriate means of
implementing such recommendations:

(3) the need, if any, for further research and de-
velopment efforts and the estimated cost and time re-
quired for completion of such efforts; and

(4) the need, if any, for legislation to provide au-

thority to carry out such recommendations.

SEABIRD PROTECTION ZONE

Sec. 9. (@) There is established a seabird protection
zone surrounding the Aleutian Islands off Alaska within
which no driftnet fishing is permitted. The inner boundary of
the zone is a line coterminous with the low water line on the
shore of each of the Aleutian Islands and the outer boundary
of the zone is a line drawn in such a manner that each point
on the line is no less than sixty miles from the inner boundary
line, except to the ext mt that such outer boundary would
extend beyond waters or territory subject to the jurisdiction
of the United States.

Ib) The Secretary, in cooperation with the Secretary of
the department in which the Coast Guard is operating, shall

enforce the prohibition against driftnet fishing in the seabird

s<N
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1W protection zone established under subsection (a) of this sec-

tion. Any such driftnet fishing within the zone shall consti-
tute, be treated as, and be deemed to be a prohibited act
under section 307 (16 U.S.C. 1357) and subject to sections
307 through 311 of the Magnuson Fishery conservation and
Management Act (16 U.S.C. 1857-1861) relating to enforce-
ment and penalties for such prohibited acts.

(c) The Secretary, after consultation with the Secretar-
les of State and the Interior, may modify by regulation the
inner and outer boundaries of the seabird protection zone es-
tablished under subsection (a) of this section if the Secretary
determines, after notice and an opportunity for comment, that
such modification will provide an equal or greater degree of
protection for seabirds. The Secretary shall not modify the
outer boundary of the seabird protection zone to extend
beyond waters or territories subject to the jurisdiction of the

United States.

CONSTRUCTION WITH OTHER LAWS
Sec. 10. Nothing in this Act shall serve be construed
to expand or diminish the sovereign rights of the United
States, as stated by Proclamation Numbered 5030, dated
March 10, 1983, and reflected in existing law on the date of

enactment of this Act.

5U 1S
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ommeak  SUBJECT:  Hearings in Washington D.C. pertaining to Senator
TOKSOOKBAY Stevens® Senate Bill 62

TU.VTUTUAK
TVNUNAK

Senator Jack Coghill

I recently learned from Senator Steven®s Office in Washington,
that on April 30, there are to be hearings on S.62 which was
introduced by Senator Stevens. | contacted you about this
legislation earlier, and would be glad to provide you with any
back-up i1nformation.

My reason for contacting you again is to request that you
schedule HJR 15 in Senate Resources as soon as possible. HJR
15 1s a resolution supporting the passage of Stevens®™ Bill S.
62. The Resolution was cosponsored by nine representatives
from both the majority and minority, was passed by a unanimous
vote of the House, and received three "do pass™ 1in Senate
Labor and Commerce. 1 don"t expect that you will see any
opposition to the resolution.

It would be very helpful if HIJR 15 could be passed in the
State Senate in time for the hearings in D.C. I feel that it
would be a meaningful show of support and "vote of confidence"
for Senator Stevens.

Please contact me if you wish to discuss this at all, thank
you.

P.O, Box 763 Bethel, Alaska 99559  (907) 543-3543
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Alaska State Legislature ..

Juneau, Alas.

House of Representatives

Official Business

Special Committee on Fisheries

February 11, 1987
TO: Representative Hofffman
FROM: Lee Goodman

SUBJECT: Update on the Japanese Drift-net situation.

A lot has happened since the INPFC agreement last April. While that
agreement was much less than the Alaskan interests had hoped, it has had
several positive effects. Among these, while the treaty only moved the line
of the land-based fleet one degree west, it did result in Coast Guard
patrolling of that line. Consequently the opportunity fcr foreign vessels
fishing well east of the agreed upon line is less. There are also improved
attempts to provide more comprehensive observer coverage of the mother ship
fishery. As you know, there is now only observer coverage on vessels that
fish within our EEZ. Even with this minimal coverage, the U.S. suspects that
with one observer and two delivery stations per boat, various methods are
used for misrepresenting the catch. NMFS suspects that there was cheating
on the sockeye catch.

The most promising and exciting activity has been in Congress. Senator
Stevens filed a bill last year that would have imposed strict observer
requirements on high seas driftnet vessels in waters outside the EEZ
(Attached is a short article 1 wrote on this bill). The bill also provides
a sea-bird protection zone around the Aleutian Islands, and a reward
(bounty) to be paid for the retrieval of lost nets. The bill did not pass
last session in Congress, but it has been reintroduced by Stevens and Young,
and we are optimistic about its chances for passing.

Another opportunity for curtailing the driftnet catch lies with an
administrative law judge in Seattle. In catching salmon within our waters,
the Japanese necessarily take an incidental harvest of marine mammals. NOAA
has to give a permit for this harvest of marine mammals. If it can be shown
that the mammals harvested in the driftnets are not at their optimum
population, che Judge may recommend that the NOAA administrator refuse to
award the permit. The marine mammal species in question here are the fur
seal, the sealion, and the dahls porpoise.

After the Judge"s decision, there will follow a period during which the
public may either refute or support his recommendation. It is unclear if the
Administrator can give a permit for one or two of the marine mammal species



if it can bo shown that one of the species is below optimum population.
Apparently we may expect a decision from the judge sometime in early March.

It should be remembered that this permit only applies to fishing within the
EEZ. The Japanese are already committed to a three year phase out of
fishing in the doughnut (international waters) of the Bering Sea. Apparently
the Japanese have threatened to reverse this phase out if they do not get
the permit to fish in domestic waters, but this threat does not seem very

solid.



Alaska State Legislature ...

Juneau, Alaska 99811

House of Representatives Phone:

(907) 465-4924

Official Business

Special Committee on Fisheries

FOREIGN SQUID AND BILL-FISH DRIFTNET FISHERIES

The impact of Japanese drift nets in the directed salmon
fishery has been brought to the attention of legislators and
the general public. The potential impact of high seas
driftnets that ostensibly target on other fisheries has
received less attention, but is of equal or potentially
greater detriment.

In addition to the directed salmon fishery, Japan has a 600
vessel fleet that targets on bill-fish such as marlin and
swordfish. Japan, Taiwan and Korea all conduct driftnet
fisheries for squid. According to a report by Robert Eisnebud
of the U.S. Senate Committee on Commerce, Science and
Transportation, "There are approximately 1,693 pelagic
driftnet vessels fishing in he North Pacific setting at least
20,503 miles of net each day during the fishing seasons for a
total of at least 1,065,510 miles each year.”™ The mesh size
for these squid nets (about 3.7 inches) 1s exactly the size
that would be used for targeting the immature salmon of the
high seas.

This summer the National Marine Fisheries Service impounded
230 tons of juvenile salmon in a Tacoma warehouse. At first
it seemed that this Taiwanese salmon had stopped in the U.S
just for "laundering,"” so i1t could be transported to Japan in
violation of Japanese restrictions. A closer investigation
however indicates that the salmon may have been caught in U.S.
fishing areas by Taiwanese vessels. First, the Taiwanese
don"t have a salmon fleet, also the Taiwanese squid fleet was
not observed fishing in their usual area this summer, and
finally scale analysis seems to indicate that the salmon come
from waters of the North Pacific near North America.

In addition to the damage to our fisheries resources, these
nets are extremely destructive to marine mammals and sea bird
populations.

It 1s increasingly apparent that we need some way to police
the foreign fisheries that have the potential of impacting our
domestic fisheries. The State Department should have taken
responsibility for resolving this problem, but has failed to
do so. The driftnet bill sponsored by Senator Stevens 1is a
Congressional means of mandating the adequate monitoring of
these fisheries.



A bill introduced in the U.S.
Senate by Ttcl Stevens would
make it possible to assess the
damage done toour fisheries and
other marine resources by
foreign high seas driftnet vessels;
In introducing Senate bill 2611,
Stevens called these foreign drift-
nets, "A devasting curtain ~of
death for all living marine
resources.”’

Demming Cowles, lobbyist for
United Fishermen ofAlaska said
of Stevens* Bill, "It is the first
positive step taken in Congress
since the debacle of (.he [INPFC]
agreement with the Japanese. It
is the first effort to rectifywhat
[the U.S. State Department] was
unwilling to do.™~

The foreign driftnet fisheries
have recently attracted attention
for the number of sea birds,
marine mammals and fon-
target* fish they entrap. In addi—
tion, “The Japanese mothership
and land based salmon fleets also
harvest 8 million salmon of
North American origin each
year””’Stevens said.

About 640 miles of these
gillnets are lost each year, and
left to drift around the ocean in—
discriminately catching fish,
birds and marine mammals. A
report by Robert Eisenbud
(Counsel for Oceans Policy to the
Committee on Commerce,
Science and Technology) states
that “6ver 50.000 northern fur
seals also become entangled and
die each year in lost and discard—
ed nets and debris." and that this
mortality “Suspected as the chief
cause of the continuing decline
of the fur seal population.”

Senate Bill 2611 would require
that U.S. observers be on all
foreign fishing vessels in U.S.
waters, and on Japanese salmon
vessels fishing 1in accordance
with the INPFC agreement.
Foreign vessels which are con—
sidered unsafe for carrying an
observer would be denied fishing
permits. Observers would docu—
ment the number of mammals,
birds, and nontarget species
taken by the driftnets.

For vessels fishing outside U.S.
jurisdiction, the bill includes a
provision to encourage coopera—
tion with the observer program.
"The bill states that no permits
to fishwithin U.S. waters will be
given to a vessel of any govern—
ment that has not entered into
such an agreement," says Mary

Munson of the Committee on
Commerce,Science and
Technology. "It forces them to

come up with monitoring even
though they are outside 200
miles** Munson said, "If they
won Tcooperate in international

waters, they can T fish in our
waters."

The Bill also requires the
Department of Commerce to

report on the impact of the high
seas driftnet fisheries, and to
supply the Congress with recom—
mendations for solutions. The
bill includes a provision that a
study will be made into the prac—
ticality of making biodegradable
gillnets. If the nets were
biodegradable, once lost they
would eventually break apart.
Lost nets, refercd to as "ghost
nets® continue to fish effectively
and are considered to be an un—

controlled and severe hazard to
marine mammals, fish and sea

birds. "Examination of one such

abandoned salmon driftnet

revealed ninc ¥ nine dead

seabirds and mo - than 200

salmon entangled L lust a por—
tion of the net" according to
Eisenbud 3 report. Stevens 7Bill

requires that a bounty system be

established to pay vessel

operators who retrieve these

ghost nets.

TO reduce the tremendous
number of seabirds that are
caught by high seas driftnets, the
Bill establishes a "Seabird Pro—

the Aleutian Islands from the
shore out to a distance of sixty
miles.

Fishermen®"s groups and en—
vironmental groups are praising
Senate Bill 2611 as a major step
towards assessing and reducing
the damage caused by high seas
driftnets. "The net bounty
system and the sea bird protec—
tion zone will immediately reduce
much of the damage these nets
are doing. The observer program
will provide the information to
prove what horrible damage the
nets are capable of. Stevens is to
be congratulated heartily"”

tection Zone." High seas drift— Cowles said.

nets, will be prohibited around
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Senator Jofin ‘B Qfach) Cogfi'U

aiflgkn S»tate Icgtelaturt

Box V
Juneau. Alaska 09ft 11
(007) 465-1-707
box 55026
North Pole. Alaska 09/05
(Q07) 466-0662
MEMORANDUM
TO: Senate Resource C
FROM: Senator Coghi
[7
RE: SJR Relat managed conservation units in
the state
DATE: May 4, 1987
This resolution has been heard as part of the ANWR hearings.
I have three amendments 1 would like to add to this resolution.
1. Change of title to: Relating to federal conservation system units
in Alaska.
2. Add atline27 after the semicolon ™"and"
3. Add atline 28: WHEREAS the Congress of the United States
recognized 1in section 101(d) of the Alaska
National |Interest Lands Conservation Act that the
need for future legislation designating new
conservatlon system_unltsX_new_natTonat
conservation units, or new national recreation
areas Has Eeen oEviated Ey passage o0? tKe Alaska
National Interest Lands Conservation Act;
The first amendment clarifies the title.
The second 1is a technical word addition.
The third amendment 1is substantive and the underlined portion is word
for word from sec.101(d) of ANILCA.
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BE IT RESOLVED by the Alaska State Legislature that the
Congress and the President mot designate further acreage in
the State of Alaska with wilderness status and not add
further acreage to federal conservation system units,
EXCLUDING ADDITIONS RESULTING FROM LAND EXCHANGES AUTHORIZED
UNDER SECTION 1302 oF THE ALASKA NATIONAL [INTEREST LANDS
Conservation Act, in the State of Alaska until extensive
MINERAL, FOREST, AND WILDLIFE RESOURCE ASSESSMENTS HAVE BEEN
CONDUCTED WITH FULL PUBLIC PARTICIPATION FOR THE GOOD OF THE

NATION AND THE PEOPLE OF ALASKA FOR GENERATIONS TO COME.



SENATE AMENDMENT

Moy . Resources Comnittee

TO: SENATE BILL NO.

TO: HOUSE BILL N O .

ADD to line 6, page 1, before "units"™ : system

ADD beginning at the end of line 27, page 1: ; and

SJR 17

WHEREAS the Congress of the Uhited States recognized
in section 101(d) of the Alaska National Interest Lands Conservation

Act that the need for future legislation designating new conservation

system units, new national conservation units, or new national

recreation areas has been obviated by passage of the Alaska National

Interest Lands Conservation Act;

DELETE in line 1, page 2, "the conservation system™ INSERT: federal conservation

system units, excluding additions resulting from land exchanges

authorized under section 1302 of the Alaska National

Conservation Act,

Interest Lands

(TURN IN ORIGINAL AMENDMENT TO SENATE SECRETARY®"S OFFICE.
THE AMENDMENT WILL BE NUMBERED, COPIED AND DISTRIBUTED.)
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STEVE COWPER, GOVERNOR

DEPARTMENT OF FISH AND GAME P.0. BOX 3-2000

JUNEAQ.ALASKA 99802-2000
OFFICE OF THE COMMISSIONER PHONE: (307) 465-4100

March 20, 1987

The Honorable John D. Negroponte

Assistant Secretary

Oceans and International Environmental
and Scientific Affairs

Department of State

Washington, DC 20520

Dear Ambassador Negroponte:

Harold Sparck has indicated that he had a chance to discuss
the Japanese high seas salmon fishery and your forthcoming
trip to Japan. Harold requested that I follow up with you
regarding the status of Western Alaska chinook stocks and
the economic and biological implications of high seas
interceptions of these fish.

Enclosed is a department paper outlining western Alaska
chinook stock status. I apologize for its length, but it 1is
mostly for background to use as you see fTit. I will summa-—
rize the findings and their implications for the 1987
season.

Conservation problems exists for two of the major stock

components in this area- the Yukon and Kuskokwim. These are
not short-term problems, as escapements 1in both rivers have
been depressed for four or Tfive years. In the case of the
Kuskokwim, this problem is so severe that it will preclude a
directed commercial fishery and may require some
restrictions in the subsistence fishery. Protection of

chinook will also probably mean a reduction in the number of
chums and reds which can be taken commercially as well,
since the timing of these stocks overlap. Total 1losses to
the Kuskokwim Tfishery from these restrictions may be as much
as $1 million 1in a fishery that only averages about $3
million ex-vessel value per year.

The Yukon and Kuskokwim region 1is one of the most economi—
cally depressed 1in the United States. Fisheries are the
single most important source of cash 1income 1in this area as
well as an important food source to the subsistence economy
of most villages. Despite 1its importance to the area, the
average commercial fisherman makes less than $7,000.00 per



The Honorable John D. -2 March 20, 1987
Negroponte

year Tor his efforts. Obviously, 1interception of salmon on
the high seas has a very significant economic impact to the
Indian and Eskimo residents of this region.

Estimates of interception of western Alaska chinook salmon
average about 100,000 Ffish per year for recent years prior
to the latest INPFC renegotiations. An additional loss is
incurred by fish which drop out of the nets uncounted which
is only partially offset by the fact that some of these fish
would have died from natural mortality before returning
inshore. The net result was probably an average loss of
160,000 western Alaska chinook salmon per year. The
renegotiation will result 1iIn a zero interception 1in the
Central Bering Sea, but it takes eight years to totally
close this area. It does not substantially reduce
interceptions 1in our EEZ, but hopefully the U.S.S.R. quota
of 50,000 chinook salmon will be more closely adhered to
since their catches are being better monitored by our
negotiated increase in observer —coverage. Overall, the
renegotiation should reduce known interceptions by about
one-half over tinme.

To make a long story short, it would be desirable from a
conservation and economic standpoint to reduce their inter—
ceptions of western Alaska chinook as far as possible as

soon as possible. Adherence to the U.S.S.R. quota level 1in
our zone will help, but we would also like to ensure that we
get more help, faster in the central Being Sea (donut) area
than currently envisioned under the treaty eight year phase

out. The Soviets also have a 20,000 fish chinook quota 1in
the donut area. We would like to have a better feeling for
how tightly the Soviets will try to make the Japanese adhere
to this figure, but beyond that we would like some
assurances the actual catch 1is monitored. The Soviets do
have observers on Japanese motherships in this area but not
on catcher boats. There 1is no way to determine if catcher

boat operators are discarding chinook to avoid the ceiling
without this coverage.

For the last several years, the U.S. has had an industry

agreement with Japan that allowed us to leave our catcher-

boat observers onboard when their boats went to the donut

from our zone. Japan has now indicated that this agreement

ended with the 1986 season and they refuse to renew it.

This 1is unacceptable to us since it will leave us with no

ability to monitor catch levels 1in the donut area. We may

have large increases in retained or non-retained catch

during this period of phaseout with a very negativeimpact
on our ability to rebuild these stocks.

Even with better catch monitoring and assuming the Soviets
force Japan®s compliance with their quotas, the net 1impact
of Japanese interceptions (known catch and dropout) could
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total 80,000 western Alaska chinook in 1987. The alter—
native of an wunmonitored <central Bering Sea fishery 1is
potentially much worse. We have no way to apportion these

catches by river system, but the Yukon and Kuskokwim account
for the majority of the western Alaska runs, so we would
assume a substantial portion of these fish would be bound
for these rivers.

In summary, our conservation problems on Kuskokwim and Upper
Yukon <chinook stocks are worse than was known during the
recent negotiations. We believe this warrants additional
action on the part of the Japanese. The actions which we
think need to be taken are:

1. Maintenance of prior levels of U.S. catcherboat
observer coverage 1in the central Bering Sea (donut)
area

2. Assurance by Japan that their mothership fishery
catches of chinook salmon in the centeral Bering Sea
and our EEZ during the period of phaseout under the
current agreement will not exceed those of recent years
which have generally been 1less than the Soviet quotas
f >r these areas.

3. Reduction 1in these catch levels in at least the short
term in each area to take 1into account the severity of
the current conservation problem.

Thank you for your assistance. Please feel free to contact
me TFfor any further 1information you may need. We would be
pleased to meet with you and Japanese government or industry
representatives to explain these issues if required.

Sincerely,

Sceven rennoyer
Deputy Commissioner

Enclosure

cc: Senator Johne Binkley
John Katz
Rod Swope
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Senator Johne Binkley

Alaska State Senate
P.O. Box V '+ Juneau, Alaska 99811 <« (907) 465-4985

Finance Committee
Co-Chairman

M EMORANDUWM April 7
0
TO: SENATOR JACK COGHILL, CHAIRMAN
Senate Resources Committee
FROM: SENATOR JOHNE BINKLEY
SUBJ: SJR34, relating to the high seas interception of

Alaska salmon

I am extremely concerned over recent developments
regarding the status of certain western and interior Alaska
salmon stocks and actions taken by the Japanese with respect to
onboard observers on their high seas salmon fleets. The
recently negotiated U.S./Japan high seas salmon agreements are
completely unsatisfactory in providing adequate protection for
certain severely depleted western and interior Alaska salmon
stocks. Furthermore, | believe that the recent position taken
by the Japanese by refusing to allow United States observers on
Japanese catcher vessels operating in international waters off
the coast of Alaska makes folly of the recent salmon
renegotiations between our two countries.

For the past several years, United States observers
have been allowed on Japanese catcher vessels operating 1in
international waters off the coast of Alaska to monitor
compliance with international salmon harvest agreements.
Without independent onboard observers there is little incentive
for the Japanese high seas fleets to respect the negotiated
chinook salmon quotas.

Some western and interior Alaska salmon stocks are
so severely depressed that extraordinary conservation measures
are required again this year. The proposed restrictions
include the reduction and elimination of certain directed
salmon fisheries, as well as additional subsistence
restrictions. Conservation problems for the Kuskokwim and
upper Yukon chinook stocks appear to be long-term, as
escapements in these river systems have been far below Alaska
Department of Fish and Game (ADF&G) objectives for the past
four to five years.
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The Yukon and Kuskokwim region in western Alaska is
one of the most economically disadvantaged in the United
States. Commercial fisheries represent the single most
important source of cash income, yet produce an average of
less than $7,000 per fisherman per year. The ADF&G estimates
that total losses from the proposed conservation restrictions
on the Kuskokwim fishery may total $1 million this year from a
fishery in which the total amount paid to the fishermen
averages $3 million per year.

In a March 20, 1987 letter to Ambassador Negroponte,
the ADF&G states that conservation problems for Kuskokwim and
upper Yukon chinook stocks are worse than were known during
the recent renegotiations. The ADF&G believes this warrants
additional action on the part of the Japanese.

One mechanism to generate leverage for Japanese
concessions on the interception problem is through the
issuance of the marine mammal permit. I recommend that we
appeal to National Oceanic and Atmospheric Administration
Administrator Calio through Senate Joint Resolution 34 to not
issue the permit until the Japanese have agreed to allow United
States observers on their vessels in international waters.
Moreover, | further recommend that we request Administrator
Calio impose, at a minimum, the restrictions recommended by
Administrative Law Judge Dolan on the number of certain marine
mammals that can be taken by the Japanese fleets incidental to
their salmon harvest.

I am optimistic that a reduction in the marine mammal
take by the Japanese high seas salmon fleets will result in a
reduced harvest of Alaska salmon.

We are experiencing a conservation crisis with

respect to this important American resource. Our local
fishermen are being shut down so that the Japanese can catch
our salmon in our waters. This situation is unacceptable to

me and to the thousands of western Alaskan fishermen who depend
on salmon for income and food.

Thank you for your consideration and support of this
most important resolution.
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March 14, 1986

The Honorable George P. Shultz
Secretary of State

U.S. Department of State
Washington, DC 20520

Dear Mr. Secretary:

The recently concluded agreement between negotiators regarding
U.S./Japan high seas salmon relationships falls far short of
our ultimate goal of eliminatina significant interceptions of
North American salmon and steelhead by the high seas fleets of
Japan. By our calculation, the agreement in its present form
will provide no more than a 20 to 30 percent reduction in the
interceptions currently being made by these fleets over an
eight year period.

The agreement does not reduce interceptions in the U.S. Exclu—
sive Economic Zone. It does not move the land-based fishery
ten degrees farther west as required to eliminate significant
interceptions, nor does it remove the Japanese from the central
Eering Sea as quickly as we desired.

I am extremely disappointed that you were unable to achieve
greater reductions in Japan®s time and area of fishing, partic—

ularly in the land-based fishery. Although an improvement over
the current situation, the agreement is not an acceptable end
to the interception problem. We must continue to seek further

movement 1in reducing interceptions.

While the phase-out of Japanese fishing in the central Bering
Sea has 1long been an objective of ours, | believe that the
primary value of this agreement is the improved enforcement,
resear h, and catch monitoring programs jointly agreed to by
the two countries. These aspects of the agreement serve as the
basis for future evaluation of what further measures will be
required to eliminate significant interceptions.

The agreement contains the appropriate language regarding
research and monitoring, but the governments of both countries
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must commit resources to ensure that this program goes forward.
Since the U.S. State Department has committed to this process
in lieu of immediate regulatory relief from interception, 1
believe that it is the obligation of the State Department to
help secure the Tfunding to support this agreement.

The National Marine Fisheries Service, Fisheries Research
Institute at the University of Washington, and the Alaska
Department of Fish and Game are cooperating in drafting pro—
posals for research and monitoring, 1including the presence of
U.S. observers on Japanese research and enforcement vessels.
These proposals will be provided to Ambassador Ed Wolfe for his
information.

I respectfully request that you strongly support Administration
funding of these proposals. I also request that you support
funding of the presence of a U.S. Coast Guard cutter in the
eastern part of the land-based fishery during the entire season
that this fishery 1is open. I believe only by this type of
cooperative research, monitoring, and enforcement presence can
we ensure that the Government of Japan will reciprocate and
that any long-range benefits of this agreement can be realized.

Thank you for your consideration of my views.

Sincerely

Bill Sheffield
Governor
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MEMORANDUM

BOX V
Juneau. Alaska 00ft | !

(007) 465-4007

TO: Senate Resource Committee Members

FROM: Senate Resource Committee Staffi,, 0 f

RE: SJR 44; Relating to water quality standards of the State of Alaska
under the Clean Water Act.

DATE: May 7, 1987

The whereas clauses of this resolution are 1identical to SCR 29. The

resolve however directs our congressional delegation in Congress to

seek general actions that would assist the state in solving the

current water quality standard dilemma.

State believes this resolution is consistent with the Governors

directive to his <commissioners regarding placer mining and with SCR

29.

This resolution has no fiscal 1impact.






