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LAST YEAF, T TRAVELED ALL OVER ALASKA -- FRCM DUTCH
HAREOR TO TOK, FROM KOTZEBUE AND BARRCW AND WESTERN ALASKA
TU KLTCHIKAN, THROUGH SOUTHEASTERN, SCUTHCENTRAL, THE
INTERICK, AND THE ARCTIC. MANY OF YOU WERE MAKING SIMILAR
TRIPS IN YOUR ELECTION DISTRICTS. AS A RESULT OF THOSE
TRAVELS, WE AGAIN HAVE THE PRIVILEGE AND RESPONSIBILITY OF
REPRESENTING OUR GREAT STATE.

IN HIS STATE OF THE UNION ADDRESS TC CONGRESS EARLIER
TH1S MOKTI, THE PRESIDENT NOTED THAT THE FRCGRESS OUR
CCUNTRY HAS MADE OVER THE PAST FOUR YEARS ""BEGAN NOT IN
WASHINGTON, D.C., BUT IN THE HEARTS CF COUK FAMILIES,
CCMMUNITIES, WORKPLACES, ALD VOLUNTAKY GROUPS WHICH,
TOGETHER, AKE UNLEASIIING THE INVINCIBLE SPIRIT OF ONE GREAT
NATION UNDER GOD."

IN MY BCCK, THIS NEW AMERICAN SPIRIT -- THE KENEWED
FAITH IN OUR FUTURE AND OUR ARILITY TC ACCOMPLISH GREAT
THLLIGS -- SOUNDS A LOT LIKE OUR OWN ALASKA SPIRIT. THAT
SPIKIT -- WHICH I SAW IN ACTICN AGAIRK ARD AGAIN DURING MY
TRAVELS -- GUIDED US THROUGH THE FIRST GUAKTEKR CERTURY OF
STATEHOOD, AND -- GOD WILLING -- IT WILL EHABLE UGS TO
ACCOMPLISH EVEN MORE IN THE NEXT Z5 YLARS.

OUR ABILITY 10 KELP? THE ALASKA SPIRIT ALIVE AND
CONTINUE OUR STATE'S SOCIAL AND ECONOMIC DEVEILOPMENT DEPENDS
IN LARGE PART ON THE RESULTS OF THL DEBATES TAKING PLACE
HERE ALD Il WASEINGICMN. I WANT TO SHARE WITHE YCU MY
THOUGHTS ON THE FEDEKRAL BUDGET PROCESS AND ITS SIGNIFICANCE
FOR YOUE. DEITBERATIONS IN JUNEAU.

PRESILFNT EEACAL'S BUDGET PROPOSAL FCR F1SCAL YEAR 1986
RECOMMENDS A LONC LIGT CF BUDGET FREEZES AND CUTS. IF
APPROVED BY CONGRESE, THESE REDUCTIONS COULD AFFECT FEARLY
EVERY ALASKAN. NOT ALL OF THESE WILL BE APPROVED -- ALD I
DO NOT SUPPORT MAIY COF THEM. LET ME DESCRIBE SCME:

o CAP THE MEDICAIDL PRCGEAM AT $22.5 BILLIOH. RESTRUCTURE
MEDICAID TO GIVE STATES ADDITIONAL AUTHORITY TO CONTRCL
COSTS.

o RESTRICT ELIGIBILITY FOR NON-SERVICE COKNECTED HEALTH
CARE. DISABLED, LOW-INCOME, AND SPECIAL GRCUP VETERANS
WOULL NCT BE AFFECTED. VETERALS WCULD PAY FOR NON-SERVICE
CONNECTED MEDICAL CARE CCSTS.

o PHASE QUT RCA DIRECT LOANS AND LOAN GUARAKRTEES TO ELECTKIC
AID TELEPHONE COOPERATIVES BY 1990. RAISE INTEREST RATES
FROM THE CURRENT 5 PERCENT LEVEL TO 1 AND 1/8 PERCENTAGE
POINTS ABOVL THE FEDERAL GOVERNMEN1'S ECRROWING COSTS.

o TERMINATE THE ECONOMIC DEVELOPMENT ALMINISTRATION (EDA)
AND ITS LCAN PKCGhLaliE AND ELIMINATE THE COMMUNITY SERVICES
BLOCK GRANT PROGELAL.

c IMFCSE A TWO-YEAR MORATORIUM ON LEWw ASSISTEL-HOUSING
CONSTRUCTION COMMITMENTS AND A ONE-YEAER MCRATORIUM ON
PUBLIC HOUSING MODERNIZATICN.

o PHASE OUT THE ENVIRCAMEKTAL PROTECTION AGENCY'S SEWAGE
TREATMNENT CPRANTS BY 1990.

o ABCLISH THE ESSENTIAL AIR SEKVICE SUBSIDY PROGRAM.
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SUSIN RN OVER.
o TERMINATE THE SMALL BUSINESS ADMINISTRATION AND TURK OV
ITS LOAM PORTFOLIC TC THE TREASURY FOR LIQUIDATION CVER A

WHOLE NATION.

I 19%&, ThE FEDERAL GO
ALL NEW SAWINGS IN THIS NAT1
BORRCWING WILL BE DEDICATED

VERNMENT WILL BCRROW A THIRD OF
Ok. MOST OF THIS DEFICIT
TO PAYING THE 1NTEREST CN THE
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NATICLAL DEBT, WHICH WILL TOTAL $170 BILLICN -- THE SECOND
LARGEST ITEM IN THE FEDERAL BUDCET. BY 1990, THE INTEREST
ON THE DEBT WILL PROBABLY BE CLOSE TO $300 BILLICH AND MAY
BE THE LARGEST ITEM Iil THE FEDERAL EUDGET. THE COMPOUNDING
OF THE INTEKEST O THE NATIONAL DEBT IS ABSORBING THE
CAPITAL WE NEED FCR PRIVATE SECTCR INVESTMENT, AND PAYMENTS
TO FOREIGN LENDERS ARE EXACERDATING CUR BALANCE-OF-PAYMENTS
PRCELEM. THIS SITUATICN IS INTOLERABLE. WE ARE HEADING FOR
A NATIONAL BANKRUPTCY IF WE LG NOT ACT TC REDUCE THESE
DEFICITS NOW. AFTER WE HAVE BALALCED THE BULDGET, WE MUST
THEN ASSURE THAT THE FEDERAL DERT ITSELF IS REDUCED.

EVLRYCNE SHOULD UNDERSTAND THE URGENCY CF THE
SITUATION. THE PRESIDENT'S BUDGET PRCPCSALS HAVE BEEN
GRLETED wITH LESS THAN UNIVERSAL ACCLAMATION, BUT CCNGRESS
MUST ARD WILL ACT -- FIRST TO ELIMINATE TEFE TEFICIT AND THEN
16 REDUCE THE NATIONAL DEBT TO MANACFABLE LEVELS. QUICK-FIX
PROPOSALS FOR ACRCES-TIE-BUARD BUDGET FREEZES HAVE FAILED.
NOW CCNGRESS' LEGISLATIVE COMMITTEES WILL ANIALYZE, IN-DEPTH,
TRE FULDLNG LEVELS Of EACH PROGRAM WITHIN THEIR RESPECTIVE
JURISDICTIONS. I HAVE BEGUIl TG DO JUST THAT IN THE
SUBCOMMITTEES THAT I CHAIR, PARTICULAKLY DEFENSE
APTROFKRIATIONS.

THE PROCESS IS5 GCING TC BE LONG AND PAINFUL -- NOT EVEN
THE MOST OPTIMISTIC MEMBERS OF CONGRESS ARE PREDICTING A
BALANCED 3UDGET BLEFCKRE 199C ARND SUBSTANTIAL REDUCTICNS CF
THE HNATIONAL DEBT WILL TAKE EVEN LONGER. BUDGET CUTBACKS
THAT ARE REJECTED NCW WILL BE PROPOSED AGAIN, ALONG WITH
OTLERS, DOWN THE ROAD. MANY INFLUENTIAL MNEMBERS OF CONGRESS
-- CN BOTh SIDES OF THE AISLE -- ARE ALEEADY CALLING FOR
CUTS THAT GO BEYOND ThE PRESIDEZNT'S PROPOSALS.

THLSLE FEDERAL DEFICIT PROBLEMS CCNPLICATE WHAT I KNOW
IS ALREADY A DIFFICULT STATE BUDGET PROCESS. BUT, KEEP
THESE ITEMS IN MIND AS YOU WORK ON GOUR BUDGET FCR THE STATE
OF ALASKA.

WHEL I VISITEL UMALAKLEET LAST FALL, THE FIRST CUESTICN
I EEARD WAS: "WHAT ARE YOU GCING 10 DO TC REDUCE THE FEDERAL
DEFICIT, WHICH 1S KEEPING INTEREST FATES UF, DRIVING UP THE
EXCHAMGE VALUE CF THE DOLLAR, AND HURTING CUPR ABILITY TO
SELL OUR PRODUCTS ABROAD?" PFICH FEDERAL DEFICITS 1IAVE
ALREADY HURT ALZSKALS JUST AS MUCH AS THE RESIDENTS OF EVERY
CTHER STATE.

ALASKA HaS NCT EEEN SPECIALLY TARGETED FCE CUTS IN THE
FISCAL YEAR 1986 BUDGET PROCESS.

WE FACE PAINFUL POTLKTIAL CUTS TN ESSENTIAL PROGRAMS,
BUT EVERY STATE FACES THE SAME CHALLEMGES. EASTERN STATES
ARE DEEPLY COLCURMILT A:CUT PRCPCSALS TO TERMINATE AMTPAK
SUBSIDIES AND REDUCEL UREAI MASS TRANSIT ASSISTANCE.
MIDWESTERN STATES AEE CPPCSED TO PROPOSED CUTS IN Fakb
SUPPORTS AND RELATED SUBSILDIES. ALASKA IS NOT BEING SINGLEL
OUT FCR PUNIShMENT.

SOME STATE LLGTISLATCOES HAVE EXPRESSED THE FEAR THAT IN
REDUCING THE DEFICIT, TEE I'EDEFAL GOVERNMENT WILL TURN MAJOR
RESPORSIBIFITIES OVER TO THE STATES WITEOUT PROVIDING THE
STATES THE RESOURCES NEZEDED TC HAKDLE THCIR NEW DUTIES.
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I PELTEVE -- AS DO MANY OTHER MEMRLIR3 OF CONGRESS --
TheT TUL DATTLE TO REDUCE THE FEDERAL DEFICIT WILL INCLUDE A
RE-EXAMNINATION OF THE FEDERAL-STATE RELATIONSHIP. A GOOD
ARGUMNLKT CAIN BE NADE THAT THE TRANSFER OF FEDERAL
RESPONSIBILITIES TO THE STATES SHOULD BE ACCONFANIED BY A
RELAXATIOL OF I'EDERAL LAWS THAT FORCE STATES TC INCUR
UNNECESSARY COSTS.

LACE POCLITTCAL PARTY HAS CONTRIBUTED TC THE CURRENT
DEFICIT. A BIPARTISAN EFFORT WILL LBE NEEDED 10O REDUCE IT IN
A FAiK AND RCUITABLE MANNER. SUCH A BIPARTISAN EFFORT MUST
INCLUCL YOU HERE IN JUNEAU. THE NEED 10 KELUCL THE DEFICIT
WILL NOT DETER THE ALASKa CONCKESSIONAL DELEGATION FROM
DEFENDING ALASKA'S VITAL INTERESTS. 1IN ORDER TC CO TEIS AlD
PARTICIPATE FULLY Tl TEE BRUDGET PROCESS, HOWEVER, VE ILLD 10U
WORK WITH YOU TO IDENTIFY PRIORITILS FOR ALASKA. WE FACE
PROPOSALS LGT CNLY TO CUT PROGRAMS BUT ALSC TC LRAISE
REVENUES BY RESTKUCIURII'G THE ONSHORE MINERAL REVENUE
SHARIKG OR LIMITING SEVERANCE TAXES. I NELED LCT TELL YQU
WHAT THOSE PRCPGSALS WOULD DO TO ALASKA.

WE MUST COORDINATE CUK EFFORTS ON THESE ISSUES. AND
NOT ALL Cr TEE CHALLERGES WE FACE ARE BUDGETARY. GTEEES
INCLUDE THE REVISIOMN OF TEE ALASKA NATIVE CLAIMS SETTLEMELT
ACT, OCS REVENUE SHARINC, REAUTHCRIZATION OF THE MAGNUSOM
FISHERY CONSERVATICN AND MANAGEMENT ACT, CIL EXPCRTS,
CGFENING OF THE ARCTIC NATICNAL WILDLIFE REFUGE TO OIL AND
GAS EXPI.ORATION, TAX SIMPLIFICATION, AND FCSSIBLE CHANGES 1IN
THE ALASKA LANDS ACT.

IF ALASKANS WANT BALAKCED ECOMNCMIC CEVELCPMENT, WE HAVE
10 SPEAK WI1TE CKE VCICL IN SUPPORT OF THE TOTAL FCCKROLY GF
ALASKA. ALASKA FACES MAMNY CHALLENGES AND SOME IMPCRTANT
CPPCETUNITIES DURING THE COMING YEAKS.



