RN
A N
L DAL T
(IR

Stenographic Transcript of
HEARINGS

- Before _the

COMMITTEE ON FINANCE

UNITED STATES SENATE

EXECUTIVE SESSION

Washington, D.C.
i2, 1983

-0

il 2
W
i

m\lllulmmm.,"

AIDERSCON REPORTING

(202) 628-9300
440 FIRST STREET, N.W.
WASHINGTCN. D.C. 2C00t



14}
]
59}
0
3
=
-y
ny
n
m
[%]
9]
)
(@

Thursdéeay, May 12, 1983

n

United States Senate
Committee on Finance
Washington, D.C.
The ccmmittes met, pursuant to notice, at 10:05 2.m. in
room SD-215, Dirksen Building, Hor. Habert J. Dola oresidirng.
Present:s ZSenators Dole (chairman of the ccmmittee),
Packwood, Carforth, Chafee, H2inz, Wallop, Durenberger,
Symms, CGressley, Long, Rentsen, Matsunzga, ¥oynihan, Baucus,
Boren, Braileyv, %itchell, and Prycr.

Staff present: Ted Kassinger, International Trade
Counsel; Roderickx DeArment, Deruty Chief Counsel; Michael
Starn, M¥inocricty Staff Director; Jeffrev Lang, Minority Trade

t£f, Joint Committee on

1)

Counsel; David =rcckway, Chief of St

Also precsent: Ambassadcr William 3rock; John Chapoton,

Assistznt Secrezary of Tax Policy, Depar+tment of Treasury;
Alan Graznwsil, Intarnitional Tax Couns=1, Départment of
Treesury; 2ill ¥cXee, Treasury Departzsnt; Claud CGingrich,
Generz1 Councesl, J.%. Spacial Trade Ta2cr2santative; Seralid
Rosen, Separimen= o7F Ttata.
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Chairman Solsa: Let us see. Ace 4e going to star:t on

authorization or ZRTI? dhat dco we have, the USTE

¥r. DeArment: We have three authorizations, ¥r.
Chairman, JUSTR, the International Trade Commission =znd the
Customs Service.

Chairman Dol2: On the USTR are there any areas that --
are we aware of any members who have the amendments *o the
USTR other than Sonatosr Danforth?

¥r. DedArment: Senator Long may have some amendments, ¥r.

Chairman.
Chairman Dole: Cn USTR?
¥r. D22ramsnt: Yes, sir.
Chairman Doles Yhat about the ITC?
Yr. D2Arment: I know of no amendments in that area.
Chairman Dole:; I think Senator Danforth has an amendment
to the JST2. “hy don't we move to the USTR? We are Wwaiting

for a few aembers to come bhefore we get into the Caritbean

3|

Basin. I Xnow there are some amendments on the Custonms.
Senator Danforth: ¥r. Chairman, with respect tc *he

USTER T think there are a couple of points to make. I would

tr, L T

like "r. Xassingsr to elzborate on them, but it has been
thought for soms time +hat +tha USTR iz a clace really for

prcfessicnal negotiators. That is a skill which is

=

=
13
-
-
e

acsuirsd. It is learned, t is pessible to train reor

QJ

~LCZRASON REPORTING COMPANY, INC.
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that there should s a3 more comprehensive and ccnsistent Jjob

of training reople in that office as negotiatcrs znd as trade
personnz=l.

So the thought was to provide some funds for training.
Also, it is my understanding that the state of the word
rrocessing equipment at USTR is far behind what it is in
other departments of government.

The first guestion I woull raise with respesct to USTR is

th

whether or not we could provide additional funds for, first

3

of all, training and second, word processing equipment. Ted,
you micht like to embellish +that.

¥r. Kassinger: Mr. Chairman, as Senator Danforth rointed

2]

out on the trazining money, basically follows up on a study
that he and Senator Long and other members of the Committee
asked for two years agc ani USTR reportsd last year about a
number cf steps that might be taken to improve the in-hcuse
training programs of thz O0ffice of the Trade Representative.
Chairman Dcls: What are you tezlking about? §340,G00°?
Yr. Kassingar: For both training and word prccessing. I

micht point out thzt the reciprocity bill is cecing to

zirman Dcle: Is there any objection to the azmendment?
IZ not, the zmendasznt will re agreei to.
Senator Eeinz: Yay I =z2sk a questicn as clarification?

11 this =21sc zssist USTR in negotiating with the Treasury

ALCERSON REPORATING COMPANY, INC.
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ble disk alternative?

m

Derartment on 2 GATT
Chairman Dols: I think it is dirsc+ly tied to that.
Senator Zanforth: ¥r. Chzirman, one other pcint in

connection with the USTRE. As you know, there are several

G a new Department cf Trade. There are

3
by

(]}
)
ot

proposals for cr

-

hearings going on, as a matter of fact this morning, in the

Governmental Affzirs Ccmmittee on the creation of a

Department of
The President has suppocrted the concept. Secretary

Baldridge is strongoly supporting it. I have attempted to

\

St 2 reasonably neutrzl posture mvself on it.

m

maintain 2t 1=

It is becoming increasingly difficult for me tc do se, but it
Seems to Mme that the issu=z of whethar we have a Department of
Trade is not simply a question of organization, tut it does
have a question 2f trade pclicy, where *rade pclicy is nmade,
whether or not trade pclicy should be “rom the White HFouse or
should be =ntrustad t2 a separate department.

Thers 1res n2ce2ssarily, as far as the Senate is concerned,
subsidisry issues such as who confirms the Secretary and so
forth and, thsrzfore, it scems to me that the Finance

Committee shouldi at least taks a look 2t the whole gquestion

of whether cr not there is a Department of Trade and raise

the is=sue. I think right now most of the ta21k about it is in
the Congress.
The S2n3ztz a2t leacst has Jjust said, well, that seems like

ALCERSON REPORTING COMPANY, INC.
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a good idea, without rezlly thinking *he matter out. I think
if there is any committee that has the concern and the
knowledge 2bout the issue to think ths matter out, it is the
Finapce Committee. So I simply raise the guestion as to
whether or anot vou ani Senator Long could seck referral of S.
121, which is the Derartment of Trade bill.

Chairman Dole: Let me say we discussed this yesterday,
and I think it is probably a good idea. I will discuss it
with Senator long.

Obviously we have a direct interest in nct only trade
legislation hut what might hacpen to some agency we have
juriscdic+tion over in the new trade recrganization procran. I
would think that Senatcr Roth would bpe very willing to have
us tak2 2 lock at his idea.

Senator Feinzs: Mr., Chairman, T would like to strongly
sugport that notizn. When we craf+tsd the 1979 Trade
Agreements Act we stecifically made sonme very considered
judgments about what authorities should adninister various
portions 2f +the trade lavw.

2s the Chairman and Senator long will recall, many
members of this Committas felt very stroncly about the
ment of that decisicn-making azuthority, and I would

lign

e

1))

think this Zommit*tece chould he very deeply involvedé in any

zztion ot the trade functicns which strikes at where

ALDERSON REPCRTING COMPANY. INC.
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ndeed, it is almost imrossible to conceive of the notion
0f trade reorganization which would not changs the locus in
which decisicns are made. So I strongly agree with Senator
Danforth.

Chairman Dole:s I would just say I visited with Senator
Long briefly about it. I think perhaps if Senator Long is
willing we could prepare a joint letter and ask for referral
to this committee., Senatcr Raucus.

Senator Baucus: I was just goinc to second the
recommendation of the Sanator from Missouri. T think it is
critical that we have ZSurisdiction.

Chairmzn Dole: Ckay. I think there is general feeling
then that we go ahead and take a look at it, and I appreciate
Senator Danforth raising that aquestion.

Are there any other amendments? We want to move to the
Caribtean Basin because Amdassador Brock is here. I thought

guorom, ars there any amendments

m

while we were wai*ing for
tc the USTR authorization?

Senztor Lonz: Y¥r. Chzirman, I want to make one
suggestion. That 1s, based on what I have been able o
observe, the reprasentation allcwance to the USTR is not
adecuate. It should he increased. It might not sound like a
biz thing, but whan thcse ceozle from other countries in

rositions to tzke somekody out, take them to dinner and pick

[
o}
ct
Y
M
ct
i)
g
-
’..l
ot
=]
[9]]
=
m
n

them Zcok 2 lot more significant than

ALZERSON REPORTING COMPANY. INC.
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our poor souls whs have not ¢dot two nicksls +- rub togethar.
It does nct project the right kind of imace feor the
grz2atest cZountty on =2a2rth. They have got %0 be as tight as

and cannot afiord even as much as a dutch

(o

Dick®s hatban
treat.

(Laughter]

Serator Long: So that should be increased. T would
strongly urge that we take a look at it an< s2e what wouli be
a4 more appropriate figure.

Chairman Dol=: I think that is grobably a agood
suggestion. Do you have an amendment in mind?

Senater Long: Let me ask Mr. Brock if he could give us
some thought about the matter. What is it now, ¥r. Brock?

dhat i1s th2 repra2sentatiosn allowancsz in that area?

[{Y
ko)

Ambassador 2rock: I do not have it in front of me, but I
think it has been zbout 350,000 for several years now in a

row. We have be=n trying very hard to iive with the
centraints all of us in government have tz live with SO we
have not asked for zn increase.

¥r. Lang: Thz2 ceiling in the fis-2a1 vaar 1983

authorizztion was $65,000, but since then USTR has added =

decuty trade regrssentative, a third deruty that they did not

Senztsr Long: Yight I suggest $75,0CC. That is such a

small zmsunt vou cznnot find it in *he ~udget, but it does

ALDERSON REPORTING CCMPANY. INC.
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help th2 pa2rsonnal that Wwould be affectad.
Senator Chafee: ir. Chairman, I support that. I do nct
think we want ceople having *o go around and cadge lunches.

As the Senator from Llouisiana said, it is hard for them to
even participate in a dutch treat. Thay have to bring along
thair own brown bac.

[Laughter]

Senator Chafe2: I do not think that is guite the set up
we want from this country. No one will ever accuse
Ambassador Brcocck »f being & spendthrift. I have participated
in lunches with him.

htar]

{Lau

(9]

Senator Chafe=: If there is a slcwer man on the draw in
reaching f£or =2 cha2ck, I hzve not met him yet.

[Laughter]

Senator Chafee: I heartily endorse --

s

H
2
L)

Senator Long:s I would to suggest that it bhe z hund

4ell, T am generous.

n
]
o}
i
o+
Q
]
A
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)
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n
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Senator Chafes: I think we oucht to let them proceed in
a satisfactory way. I 4o not <now what a satisfactory figure
is. Is there zny way of getting some recommendation rather
than reaching in the air?

S not 2xXc=ssive, John,

[N

o0d: 9Dn2 hunired

il
8]
o~
x5
(9]

ALCERSON REPORTING COMPANY, INC.
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reaching in the air considering where they are

nNowe. T think Russell's suggestion of 100 is a minimum, but

accept it.

-4

Senator Chafes=s: That will buy four breakfasts in Geneva.

Laughter]

Chairman Dcle:s I Xnow of no objection

Without orjection, the amendment is agreed

Are there other amendments to the USTR authorization? 1If

not, then perhaps we could aprcrove that authorization.

Could T just ask one cfher thing? As I

understand it, 4id Senater Danforth bring up this matter

about trying to s=2e that our people have better training,
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trying to

Senator

1f£f=2ct bet

Panforths

Yes.

- ; 0
\_hatl .:o

Chairman.

2r training for our people?

Senator Long: Dii they agsree to that?

Senator Danforth: VYes.

Senator LBn;: Gr2at. I 2m pleas2d to hear that. That

gocd.

Chzirman Dol=: T und=rst2nd in the ITC authorization,
Wwasn't there to be at least soma expression by this Committee
With r=ferznce to their working guartars?

Jere you coing to rut in some sense of

the

ccmnent concerninc the working guarters of

ALDERSCN REPORTING COMPANY, INC.

-0 FiRST 7. ML.W. WASHINGTCN. G.C. 22001 /202) £28-9300




10

11

12

13

14

18

16

17

18

19

20

21

22

23

24

25

10

International Trade Commission?

Senator Danforth: Yes, on the International Trade
Commission, ¥r. Chairman, it was my idea that yocu be
authoriz=d to writs the Chairman of the Environment and
Public Werks Committee with respect to the conditions of the
building that the ITC is inhabiting ‘and that you request
adequate authorization for GSA to do whatever repair work is
necessary on the ITC building to renovate the building.

Chairman Dole: We visited thers. Tt is certainly in
need of scmething.

Senator Danforth: Thare is a guestion if they ares to
stay in that building, and if they going to be removed for
renovation, as to what happens in the intarim? Obviously
there has to be some way of accomodating them in that interim
period of tims, 2f allowinzy theam to go out 3nd rent space oOr
however they handle that.

The suggestiocn would be that vou might write the Chairman
of the Enviroament and Puhliz Works Committse and request
specifically that that building be renovated for them and

ns b= provid2d in the interinm.

(a2
fon o
"
(-',
")
o8
{1}
IQ
(o]
W
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(4]
m
(8]
(@]
Q
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(0]
£
M
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’_l
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certainly have not discussed this with

(]

Chairman Dole:
Senatcr Long, but serhaps, if ther= is no lisagreement, we

could send a joint letter *o0 the Chairman and ranking member

ALDERSON REPORTING COMPANY, INC.
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Dole: R

approving the

douse for

Ambassidor

Is there

Senator

A
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ar as I know thers is no objection tc

n
i

iT7C suthorization and the USTR asuthorization

with the amendments. Since, Bill, you have to be at the

meeting, mavyle we ought to set aside the

Customs authorizaticn and move to the Caribbean EBasin so that
can be with us as long as hz can.
any obtjection to that?

Raygcus: I was looking forward to the Custons

authorizaticn at this point. How long is i* going to take?
Can we handle that gquickly?

Chairman Dole:s How much time do yocu have, Bill? Maybe

Erocks I can stay until 11:00.

just takz2 31 minute on the

it will nct take that lecng.

Bantsz=n: I am going to have an amendment, a

in that regard. I am not sure how long it

2 That is on funding?

Bentsan: Tese.
kwood: Does it relate to personnel ceilings?
sntsen: Yes, it does.

rackwood: #y hunch is I will be with yvou.

: “e have lteen tryinc to figure out some

i0 nct cee a2ny big difference cn it. Are

ALDERSON REPORTING CCMPANY, INC.

20 FiRST ST.. N.W.. WASHINGTON. 0.C. 20001 (202) £28-9300
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1 there other amendments on the Customs?
2 Mr. D= Arment: Senator Heinz may have an amendment.
3 Serator Heinzs Yes, ¥r. Chairmane. I have one amendment

4 on Customs for more import information. I think it is

5 availeable to the staff,

6 Basically what it would do is it would make public the

7 name of the shipper. That dces not necessitate any change in
8 practice sinc2 th2 nanes is alrszdv on the manifest, but what

9 haprens today is it simply is not made public.

10 ¥r. Chairmen, excuse me. You Just wanted to know Wwhether
11 we have amo2ndments now or should we offer them now?

12 Chairman Dole: No, I think if you have one, let us take
13 it up.

14 Sentor Heinz: All right. This would also provide that

expire, instead of never, every

t

15 the confidantiality reques
16 two vears and wculd have tc te renewed. “e have scme

3l ests that wars made 350 years ago that thea

ot

Y 2

[0
e}
[}

’.-l.

17 confident
18 Customs Derartment automatically hcnors.

19 When these reguests are mzde, it wculd be our intenticn
20 that we follow current grac+ice, that is, they be

21 automaticzily honored or thev would have to rerequest it

22 2V2TY tW0O v23ars. You may want to know what the purpose of

23 the amendment is.

24 It is to promote mora rublic disclosure so that there can

25 be mere competition., It is a crec-compe+titive amendment.

ALCERSCON REZCATING COMPANY, INC.
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Rigcht now peorle simply do not Xnow where 3oods are enterincg
th2 countrcyv.

There are ceople who would like toc compete for the
opportunity to have them enter at other ports. This will bhe
very helpful in that regard. I know 5f no oprcsition to the
amendment. I understand the administration does nct oppose
it.

Senator Erzadley: Mr. Chairman, I think this is an

important amendment. It does give more information to more

=~

potential competitors, and I think that is only pcsitive.
surport it strongly.

Senatcr HBeinz: I thank the Senator froa New Jersay.

there any objection :to the amendment?

If theare 1 > obtjectiocn to the amendmen*t it is agreed

3]
n
o

2r amendnents?

ot o

Ara th tr

[tV

re

Q

¥“r. Xassinaer: Serator Paucus and Senator Rentszen, I
believe, have zm=animants.

enator Heinz: ir. Chairman, let me also 2dd I dec have

(]

ct

one mnore amenimen to the Customs authorization bdut I will

Hh

certainly defer.

Chairman Dols=: #aybe we Can move guickliy here. Is it a

ancancentrover al zmeniment?

W

7]
(=]

4

il
0
0
%

T doubt it, but it is 3 vervy

n
o
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1
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0
n
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{Laughter]

Senator Heinz: Hhy

if they have one.

don't we give someone else

Chairman Dole: Lloyd.

G}

Senator BRBent

0of is going along with most cf

recommend2i in terms of the increased Customs service but

s2ns Fins. Mr, Chairman, what

chance,

sreaking

the things the President has

rejecting entirely his program for cutting out 2,000 people

in Custonms. I do not think it is realistic, and

think it has Peen well thought through.

Senator Danforth and

Services askinz for a let

'8}

be applied. I do not think the answer has tkeen satisfactory.

3iled breakdown as to how

I have both addressed letters to the

should

I have 3 situiation where I am talking atout 353 million

increase over fiscal vear 1GE83's approrriated level.

precent of thzt w@ould bhe
About four percent would
cut by the Precsident.

We have a =ituaticn
Laredo, Texas where you

than you 1o at Xanar

»”

)

you talk about cutting back the amount of personnel to

dzgree. T 40 not really

baan expr=ss=3 by a1 number cof Senators on both sides.

<0 FIEST IT. MWL WASHINGTON. D.C. 20001 (202) 628-8300

Three

an incrceasz2 in enforcement efforts.

be just restoring Customs activities

and I will give you an example.

have more reople clearing Customs

think it is realistic, ®r. Chairman.

ALEEZRSON REPORTING COMPANY, INC.

In

24y Airport. Long, long lines and then

that

ools=g; de have had the same ccncerns that have

I have
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had the s*tz2ff try to werk with that. It is my understanding
that we could probably accomplish that for about $28
million. There is not that much difference.

I xnow thzt 3iministration only soucht an increase of
$7.4 miliion and probakly feels we do not need any a3dditional
funds. So I 4o not think there is any objection %o whether
it will »be 33 or 28.

Senator 3entsen: I am not going to quibble with vcu cver
that, ¥r. Chairman.

Senator Heinz: Mr. Chairman, I want to support Senator

Bentsen's amendment, but I want -- I would like to X%Xnow

S 28 or 33 beczuses I have an amendment tc his

}=-

whether it
amendment whizh I would like to offer.

Chairman Dclie: daybe, Ted, if you could dc it rather
quickly, Just sugzest how vou can accomplish wha+ Senator
Bentsen would 1likes to do, along with Senator ¥atsunaga and
Senatcr Long.

dr. ¥assinger: I think the only difference would be
perhaps 1=ss mon2y in the new programs that ware rroposed for
Customs 2ni figuring in if there was verhars, for example, a
personneli ireeze, vou might szve aktout §3 million a VEe&r

simply thoough ncrmal attriticn of about 250 DETrSONS. That

h

was basiciily the onliy iifferznce. No specific rrogranm

F

Chzircnzn Tceles In other words the only reduction would

ALDERSON REPORTING COMPANY, INC.
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is that it?

the beginning, a number =z

16

It is not Jjust that. They have a

< new programs

that they built into this that are really cretty scft on

their numbers.

Mr. Kassinger: That is richt. The number
with wvas just thinking those might be a little

Chairman Dole: I think we ought to accec+
amendment.

Senater EHe2inz: Mr. Chairman.

On that, the idea, Llcyd, as I understand

to 2ive the Custo

'—l
)]
=]

Is that essentizlly the intent of i%?

Senator 3=ntsa2n: In offeczt.

Senator Heinz; ¥r. Chairman, as I say, I
but I also seek to add $§2 million in addition

services for csteel =snforcement. The situation

H
o
o

[eN

come up
bit softer.

the Fentsen

ycur amendment,

s Department a current services budget.

suprort that

*0 current

is that the

Customs Cepartment has found an enormocus amount of fraud

partly becaus=z th2 dccumentaticn that is available to them

due to the *rig

o]
D
"

people that previously +they have not been able

pricing mechanism =21lows them to catch

to catch.

Having czught trading companies, many of =*hem Asian

trading ccmpenies from Jaran and Xorea, doing

illegal things

in stee2l, they have found they are doing illez2z1 things with

respect tc other commoiities and rroductes.

ALCERSON REPORTING COMPANY, iINC.
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Seconily, with respect to the ra2cent Furcnean ET steel
agreement which the administration entered into, they have
recently found 2 large number c¢f phony country of origin
cases. Indeed, I nave here a list of the cases now pending
or recently undervay Jjust in the steel area. As you can see
it is a rather lengthy document with wany, many entries on it
It seems to me that there is more to this than just

cracking down on steel illegalities. I think this tends to

make our Custcns people more able to go after other real

problems here. I would hore the Committee would agree to

Chairman DPcle: I wonder if we might be able to
accomodatsz that rzguest within the $32 million.

Senator Heinz: As long as it is specifically made clear,
¥r. Chairman, that there does need to be an additional
$2 million fcr stzel enforcement. It is vital that we
earmark it beczuse there are so many other competing
pricrities.

Chairman Dola: I am sure the 3administration mich%t want

to be heard, but I think we are going %+o have to move tc the

Senator Heinz' an2ndment, I have resceived a great deal of
complaints Zrca textilas and perfume from a variety of other

ilot of
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1 counterfeiting going on. You need mcre agents to try to
2 counter that.

3 I think steel is certainly an important industry, but I

4 think the others are equally important. I do not Xnow how ve
5 Want to earmark one 3and not earmark another.

8 Senator Heinz: I want to make clear this is not so much
7 ths agsnts on the dock. This is actual enforcement. This is
8 prosecuting the cases. The list I have shown vou zre the

8 Cases tha2t are being investigated. These are paper trails.
10 Probaﬁly tne most famous of these cases is the Mitsui case

11 which was open two and half Ye2rs agoe.

12 The ¥itsui case continually spawns addi*ional casesgs and

13 the investigatory weork, the foilcowing out the parer trail --
14 Ch2irazn Dole: Why 40 we not set aside the Cus+onms

15 authorizatica? I am going to lcse the Amtassador in about

16 thirty ainutes.

17 Senator UYeinz: As lcng as I 2o not lose the amendment,

3

rman. This 1is in 2ddition to ths Fa2ntsen amendment.

B

18 Mr. Cha

Mr. Chairman, my amendment ccmplements

19 Senztor SBaucus

20 the amzsndanznt of the Senator from Texac.

21 Senatcr FHeinz: dr. Crairman, I gather we passed hoth the
22 Bentsen arn? the ZY2inz amendmen<ts, is that correc+?
23 Chzirmzn Dole: %e are working on the Heinz, maybe we can

24 Work in =z faucus =2mendment hera.

25 Senztcr Zaucus: #re. Chairmar, basically we 311 know the

[}
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problems we have had with reorganization of the

Service. I have 3 letter dated Just a day or two ago.

Customs

19

The

Appropriations Subcommittee has helid hearings on all »of this
and Customs is not going tc reorganize any further in fiscal
1983,

Yy amendment would simply provide that in fiscal 1984,
With any reorganization plans for Customs, first te given to
this committes 90 4ays notice. I am not stoprping zany
reorganization but let us at least have 90 days nctice.

Chairman Dcle: Is there any objection to that freom
Customs?

¥o cbjecticn. The amendment is agreed to.

New 40 we agre2e to foli the Hainz imendment ints the
Bentsen amendment?

Are there anvy cbjections?

Senator Heinzs It sounds good to me, ¥Yr. Chairman.

Chairman Dole: No obiection. A1l right.

Senator Heinz;
{Laught=r]

Senator Heinz:

I w@wender what we meant by that.

We will

I think it is perfect.

-0 FISST ST.. M.W., WASHINGTCN, D.C. 23001 (202 828-63C0 B

ry

dved that authorization,

t0o have

ALDERSON REPORTING COMPANY., INC.

work that out at staf?f

you

we Wi

il

level.

1

with us.




10
11

12
13
14
15
16
17
18
19
20
21
22
28
24

25

knecw

ther

[{)]

ars

amendmesnt that wa

20

amencdmentse. I know Senator Zerntsen has an

will take up first.

Do you wish to make any statement before we croceed?

Ambassador Zro

ck e I think it would expedite matters, ¥r.

-

Chairman, if we could Jjust go to any amendments or questicens

you micht have.

ani

You know how urgent we fe2l this bill is,

I am grateful for your willingness to zall the mMarkupe

Ahatever suppcert we can give vou I would be delighted to do.

Chairman Tole:

I will ficst call on Sesnator Rentsen. I

know he has an amendment there is no objection to.

Senator Bantsan: ¥r. Chairman, I have an amendment.

Frankly, I 4o not Xnow of any objection to it. Tt is one

asking for drug enforcemen+ ccoperzation in the CET. This is

not

other natisns in

anything

I

think it is one we should receive from the

at all.

agreed

goocd

NNewe.

I will ka2

Chairman Dcle:

This

to.

This is something that we have asked of

s

thess types of agreements.

(@]
[55]
[an]
Hh
(¢]
]

tis has been *ouched on hefore.

ck I personally have nc problem with that

delighted to see that.

Without objection, the amendment is

iiscissed at the hesarings, ani I +<hink it was a

by Senator Zentsen.

Mr. Chairmzn, I want to make = suggestion.

ALDERSON REPORTING COMPANY, INC.
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Senator Iong: I would 1like to suggest an amendment which

additional flexibility in negotiating

Q
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“ith counctzies in ths Caribbean. The 2mendment would permit
the President to waive some or all of the infermation
exchange provisions if he deems it tc be in the pational
interest.

There could bs circumstances where the exchange of
information might plaze an uniue »urden on the Caribbean
countries. In lizht of benefits fo be derived from this
bill, I think it would be approrriate that the President
vould have thes authority to waive it if haz deems it in the
nzational interest,

Is that

’l
o]
[
O

cordance with your thoughts, ¥Mr. Rrock?
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Ambassader Brock: I do not believe there is arvy dproblenm

with that, Senatosr. From my point of view, it simply
increases the Fresident's authority. I do not believe that
would be anything difficult for us.

Chairman Dole: You aight want to waive it for civil, but
not criminzl.

Ambassador Brocks: HWith r2gard to country.

Senator Long: We are talking about the information
exchange. The kind of situation you are going to have with
regard to some countries would be, Bermuda is one example, it
mizht be the case with Parama. It might be the case with tha
Bahamas where they might say that is going to give us so many
problems osut her2 that, if we are going to do0 all that, we
just cannot(participate in the Caribbean Basin Initiative.

What I am suggesting is that the President or someone
acting on his behz21f, whcever has the responsibility to say
if you will give us the information in this regard and that
regard, we will w3ive it in other respscts. I am informed

that some of the countries are not likely to particircate

3

inyway becausz of th=z information requirement.

an

0

I am 3ust saying *that to the extent that they

cooperate, I think theyv wan:t te, but if it is so rurdensome
that they 4o aot think they cin comply with it, if i+t means

they cannot rarticirate, I think the 2resident cucht tc have

hp
tae

"2

SLCERSON REPORTING COMPANY, INC.
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1 Ambassacdcr Brock: Perscnally, it dces nct cause any
2 problem for us in the CBI context. I think Treasury woulid

3 express some ccncsrn.

T wonder if we might hear fronm ¥r.

4 Chairman PDole

\
|
| 5 Granwell on this issue. I think what we are concerned abcut
8 ars tax hzvens z:nd trying to get information.

7 ¥r. Granwell, do ycu want to be heard on that?
8 ¥r. Granwells Yes, sir. We had explored the possibility
} 9 of having some presidential discretion in the national
10 security interest for various of these jurisdictions and, in
11 consulting with the Sacretary, he just would not ke able to
12 support that. OCr, in other words, he would continue to
13 support th= breoail 2xchang2 of information invoiving civil ansg
14 criminal information.
15 Senator Lengs Are you just ur hers saying that if we ru+
16 the same authority with you, that would be just great, but
17 you ars not willing for your boss +o have that autheority?
18 That does not makz 2 lot of sense to me. It seenms in the
19 last z2nalysis when you get down tc tha point where you have
20 various departments ~-- *he Stata Department trying to do

21 business with ceopie, Treasury trying tec get tax information,

22 somebeody 21se wanting certain other informaticn -- and the

23 pecrle look at zll this and thev Say well, if we have got to
24 40 all thzt, then Zust cocunt us ou=<.

28 Ncw vou ct=eopls just want to, if vee dc not want to waive,

ALDERSON REPORTING COMPANY, INC.
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1 if that wer2 vcu, you would not waive. 2ut you wculd not

2 trust vour boss to have the same zuthsrity that vou would be
3 willing to exercise yourseif. I just do not think it makes

4 that much sencse.

5 I think you ought to lcok at what the objsctive is that

8 you are see=king to achieve, whether the objective actually

7 justifies saying w#ell, y=s, when you look at the other guy's
8 side of the argument, his problem, whether the objective

9 Justifies, in this nation's interest, insisfing on a

10 hijebound situzticn or whether it justifies a waiver, I

1 think it would be 211 right if you ars going to trust me with
12 that authority, bat not if yvou arz 3oing to =an+trust my boss
13 with it. The boss is the guy that people elected to office.
14 You ar= not.

15 ¥r. Granwell: I understand, Senaztsr. Under the »ill, as
16 you are awire, thzre is no discretiosn. The exchange is

17 mandated by the statute.

18 Senator Lcng: Well, ycu georle come ur here and you,

19 speaking for the President, want to tie your bosé's hands. I
20 im not sur=2 h= is even aware of that.

21 Chairman Dole=: Sznator Long, why cculdn't we limit the
22 waiver to zivil informaticn, civil-tyce information that

23 would exclude crinrinal? That is an zrea of concarn, a lot of

ficking, of Senator Thiles, Senator

’.J
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2ntsen a2nd cthers. 20 you have anv Zeeling
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25 Hawkins,
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about that?

Senator Long: It will be all right with me to say that

the President does not have the authority to waive with
regard to drug traffic, but that he has the right <o waive

That would be all right. I

or
.

crmation.

tHh

in

~<
’-J

with regari to ta

¢

would be willing to ccmpromise on that basis.

¥r. Chapoton: Senator, I apologizs for being late.

The suggestion was made that we consider giving
presidential authority on national security grounds to accerpt
not piercing bank secrecy and bear shares in civil tax

matters, which would leave ths presesnt exchanage of

information racuirements fully in effect with resrect to drug

matters and c¢riminal tax matters.
W2 considersi that possibility. He have discussed it.

Bur we decided the exchange of information is a very

important fezturs Therzfcre, we decided that we would

orrose any reduction o2f the exchange of information.

Senator Long:s Well, you want that for Treasurv. I am

your bocss understood what this thing is all about

I am not talking about the Secretary of

Treasury, I am talkinc about the President, the President
would 1ike to hzvse his hands tied in that respect. It seenms
to me that th=2 Pr2sidant might Just need pecple to say well,

Yz. Fresident, I =0 socrry, sut if we have to do all that, we
Just c3:nnot partizcipatas in tha CBT. There is not +*hat much

ALCERSON REPORTING CCOMPANY, INC.
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in it for us to justify doinc that.

Then, chances are, without the ?President discussing it
vith them, he would say t=211 us how far can vou gc? How much
information can you grovide us if we are going tc let vou
have the concassions in this CBI arrangement. And they say
well, we can 20 this and we can do that, but we cannot do
beyond that point. That is about as far as we can go with
you, ¥r. President. He might be satisfied with thate.

¥y thought is yocu tend to get somebody cver there in one
of vour shops over there in Treasury who will say c¢h hell,

no, we do not want the President to be able to waive it. if

they hz2d their way, they would not let the Secretary of
Treasury hims21lf waive it. I think if they find it in the

national interest. The question is, are these pecple going
to participat=2 in it at 211? Do you want to fix it, no, they

am told some are not goinag to
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Chairman Dole: Could T Jjust ask, what will they lose?

¥r. Chapotqn: They lose convention tr=zatment. That is
the only thing +hey lose. That can alﬁays be necotiated in a
separate tax treatv. Zut 3s 31 part of the CBI legislation

under the present oroszl, they would lose convention, North

s
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n tresatment for conventions if they did nct agree to
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Senator long, we 31id zo thrcugh the very pecint vcu ars
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making. Ther= zre a lot 5f consiiarations there. 3ut we
decided that the information, we felt, was very, very
significant, that 2 significant benefit is being given here
and the tax informztion is very significant to us.

Senator Long: I will not insist on it, then. I will
Just let it d4rcp, see what happens.

Chairman Ccle: Senator Chafee.

Senator Chafee: Thank you, Mr. Chairman. W¥hen the
Secretary of Stats appear=sd before us on this matter, the
Questior of a waiver as regards the copyright material,
namely the television matsrial that was being taXen from the
satellites, wzs discussed. The Szcretary of State surpportad
a waiver £for that. Therefore, I move that the waiver
brovisicn be included in Section 102(®)(5) of this
legislaticen.

s I understand it --

cls

o

Chairaan
Senator Chafeo: I have a letter here, ¥r. Chairman, fronm

L

¥r. Enders succorting, reiterating the position of the

Chairman DMol=: Az I understan? it there is competing

interest involved hers. ¥y staff has had an oppertunity, as

dr. Chafe2 has, o discuss this with 2li the carties involved
and I beliszve ther2 has been some agresment that we wcould
inzlude thz wziver znd what e2lse would ke included, Ted,
excuse ©e, in ths I=ttar?

ALDERSON REPORTING CCMPANY, INC.
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Mr. Kassinger; We alsc have the letter from the State
Department and ws will include strong Committes report

languace reiterating the Commi*tee‘'s position about

Chzirnm

w

n Dole: dr. Anbassador, is that satisfactory with

§

|
|
|
|
|
|
\
|
|
copyrizhts, protection of the copyrights.
|
the adainistration?

Amtassador Brock: Yes.

Senator Danforth: May I ask, this has been a very
controversial meatter.

Chairman Dols: It has be=n resolved.

Senztor Danforths:s It has it been resolved? To
everybody's satisfaction?

¥r. Xassinger: That is correct, Senator Danforth. All

parties are aqgre

D

able to this.

Senator S

3

mm Iz its your anticipaticn, then, that

]
L

g

maybe what is now hacppening with respect to these properties

that ars

r
w
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Q
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ct

paid for, that they will be

terminated at 2 c=2rtain tiame if the President has 2 waiver.

o
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Is th

he2 1idea, that it -e negotiated? |

Amh
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1

ssidor Brock: We havs a waiver in the bill, Senator,

b

-

-

t ition, we have submitted a letter from the State
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ca issistzant Secretary which states, in
effect, we would insist thzt the interest of 2merican

copyrizht own=rs will ke grotacted in regard to both

]

ccaventionzl scops of zcguisitions and comrensaticn. In
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other words, it commits us to hold firm on the negotiating
position so that we do deal with th2 problaem.

Senator Symms: Eut you woulé have flexikility, in other
words?

Ambassador Zrock: That is richt. It gives us a little
more flexibility and perhaps a bit of time to work out the
details of the arrangement. But as far acs I know, this is
acceptabls to both partiss in the zomp=ting argument.

*Senator Symms: Good. I hope we can work it ocut soon,
¥r. Chairman, b=2causz2 I hate to have us have one of our
neighboring ccuntries allowing people to do something in

th2ir country that we do not a2llow pecple to 20 here. I

Q
Ré)

guess that ic really what is happening.
Ambassador Brock: ¥e agree with that.

Chairna voles I think we have reached scme resolu*ion

oo

not want to jet involved in somebody's damage

Q
th
’_1-
ot
L
-
b
0]

action here, but I believe we have resolved it. o, if there

a

is not objection, then, that waiver amendment would b)e
acceptsd z2long with the rasport lancguace, which I assume will
be shown to Se2nztors on both sides who have a srecific

interest, and hava it approved by them.
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Vcw, I have 2n zmends
enumnerates the countries potentially eligible for benefits
an? Cuba is incluisd in this 1list, although the

administrzticn insists it will receive no henefits because of

ALDERSON REPORTING CCMPANY, INC.
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1 another provision whizh bars Communist countries from

2 eligibility. I would 3just like, if there is neo objection, tc
3 strike out Cutz. Then we do not have to wWOrry about anybody
4 who might indiczate that they were going tc renefit.

S Is there zny objection?

6 Senator Pryor: No. I notice also on the possible list

7 of recipient ccuntries would be Nicaragua. I wender if your
8 amandment dces not cover Nicaragua if, at least by some

9 language, you might address that in the Committee report?

10 Senator Heinz: What is the amendment, ¥r. Chairman?

11 Chairman Dole: The amendment is to delete Cuba fron

12 eligible countries in CBI. Senator Prvor has indicated

13 perhaps it should e extended to include Nicaragua. Perhaps
14 #e could hear fcon Ambassador Rrozk?

15 Ambassador 3rock: We have considered very carefully the
18 language >f *th2 gropos=3 bill. It was my feeling and I think
17 the President’'s feeling that there should be no specifi

18 reference to the zxclusion of an individual ccuntry sinply

19 because we wanted to leave out the prosgect at some point for
20 the pecple of that country *o be restored to freedon and have
21 a cholice of their cwn government, whizh would allow +them to
22 particigate.

23 But th=re is zeneric language in the bill'that clearly

24 and sveficazlly exczludes a2 Ccmmunist country. Cuba clearly

25 fits within th=zt zztsgory. In all candor, it would be a2lmost

ALDERSON REPORTING COMPANY, INC.
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1 impossibles for Nicaragua to qualify under the extant languacge
2 of the bill as it is presently submitted to ycu. Yy own hore
3 would ke that we wJouli not change the language of the bill.

4 Iz Cuba has to be, is considered so -- if the judgment is

S no prospect that Cuba cculd have  az free

(=]

5 made that there
6 country in the next 12 years, then obviously it doces nct make
7 any difference to specifically exclude them from the bill. I
8 maintain some rzsiiual hore that-maybe th2 Cuban people will
9 require their freedom again. I would hate for the bill +o

10 pracluiz us from taking care of that if, in fact, that

11 occurced.

12 Chairman Dcle: We could always put them back in. We are
13 her=s most of the time.

15 Arbasszador 3rock: Senator, if you wanted to approach it

in

14 {Laughter]
|

16 that way, obvicusly we would live with it. I hope we can

17 limit it to Cub2 o>nly, though.

(@]

hafee: ¥r. Chairman, I would 3just likxe to sav

th

18 Senzter

ome reluctance in proposals that are heing made

4]

3

19 that I have
20 here. I think that, let us start with the eaciest one,

21 Nicarzaaua. ¥ho Xnows, Nicarazua night have a change z2nd then
22 would Ze 2b0le to zualify under this and I think to

23 scecificzlly eliminate countries by name ruts us in a

24 difficult cosition ané we go throuah -- I think the
25 legisiztion as originally rcresented makes a gocod deal of
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sense, becausz2 I think that those countriecs *hat are clearly

Communist zannot gualify. But to name them by nane, it seems

to me, mitigates 3gainst extending +this to th

a change zome about.

Y]

country should

Maybe the Chairman's thought was that micht handicap the

passage of the l=23islation, raising a red fla

s, if I might,

with Cuba in ther=. But I would hope we did not have to do

that, just spezking 2s one member.

Chairman Dole: We are informeé if we doc not do it in the

n the Senate floc

o]

Commitize, it will be 1ione

te floor.

v

(V2]

as scoon avoid it on the Sen
There may be some hope for Nicaragua. T
about that. We hava all been around long eno

see much immediate hore for Cuba and we nmeet

r.

I would Jjust

an not certain

uche.

I 40 not

2very year. It

would be 2 rather tachical am2ndnmsnt. It is snly four
letters.

{Lauchter]

Chairman Tole: W2 could probably hanile t?at hers in a
courle of days.

Senator Durenberger: Well, Nicaragua is much harder to

Nicaragua, but if therz ic no strong objectic

administrztion we would like to delete Cuba,

n hy

recause I

the

-+
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certain we ares going tc face it later if we get tc the floor
with this »ill.

Does anybofy want a roll call on that?

Senator Symas: Yc. Chairman, if I could just make an

inguiry and ask the Chair 2z cuestion. I had come here this

bill that

ct
=i o
(]

morning intending to ocffer a resolution to

would say that tha Committee resolves that the United States

shotld not buy sugar from any Communist country in the

Caribbean Easin or Central America.’ The definition of

Communist country Would be the same as in the legislaticen.

we cculd delete Cubz and then put that resolution

in the ?2ill and expand it to 21l henefits from this bill,

[}

ind not name N¥icarazua. But that would

[a]

not,

[11]

buying suzar o

it. If they are successful and get the

take care of

government overthrswn and wWe jet a more favorable situation
down there, thsn they would be eligible again.
Chairmzn Dole: Could we act on ths Cuba amendment? Then

maybe we can move the resolution later.

Is there a2nv objection to deleting Cuba? W%Without

obiection.

Senator Symms, 4o you have a ship zmendment?

Senatosr Symas: Y25, I have a chic amendmant, ¥r.
Chairman.

Chairaan Qol=: Float it out here and let us see it.

[Lzughter]
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—0 FIRST 5T.. N.W.. WASHINGTON. £.C. 20001 (202) 628-9300




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

34

Senator Synms: The amendnent is that tax deductions for
conventions are permitted for those conventions held within
the North Bmarizan ar=a ani when held on passanger vessels,

the deduction is further limited and is available only for

n

those heli on U.S. flag vassels calling at U.S. corts. There

are only five J.S. flag vessel cruise ships and two 0of then
Operate out of Hawaii.

T think we osujht to zlarify this. This was chang=24 in
1978 with the intention, T think, that maybe it would help
stimulats 3 U.S, flag vessel -ruise ship industry, but it has
not. Thers have not been anv new cruise ships zvzilatle. So
Treasury's oprosition to this has heen that they cannot
clarify wh=thsr the business convention is for pleasure or
for businecss.

I; othar words, you would aprrove a conventicsn in Jdamaica
ani say it is for business, but you would not agpprove a

conventicn on a cruise shi that maybe called on several of

‘0

these ports. It seems 2 me we ought to oput this law back
the way it wvas prior to 1978 and just allow tusiness
deductions for zonventions that are on foreign flag cruise

vessels.

izlrman, I agree with Senator

7

kwood: ¥r. C

Senator ©

1
0

convention on a cruise ship is a

-+
=2
T
-t
v

umert

o

Symms. This

14
]
«Q

convention a2t the homestead is all businress I find

(&9
v
a

lark zn

s
fu

. dichotomy. that =nvtody Wwho has been to

[0

an unust

r
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cenventions anyplace know they are part work znd
part plsasure. I 40 not think therz is any great
between where they are held, so I would suppor+
of the Senztor from Idaho.

Senator Long: Yr. Chairman.

Senator Symmse I am just talking about forei
cruise ships in the Caribbean RBasin that would be

this legislation.

35

they are

difference

the amendment

gnh flag

affected by

Senator Long: ¥Yr. Chairman, I have a la2ttsr hers fronm

Frank Croscak, Przsident of the Mari+time Trade Department of

=

the American Faderation of Labor. He says that the Maritime

H
¢t

Trade Depa
amendment and would appreciate vour assistancs in
it is not adogted. He is talxing about applying

foreign flag pass:snger ships.

t
b

Ye says 1lzs

)

taent 52f the AFL-CIC strongly opposes this

seeing that

this to the

ar Congress recognized the importance of

develcring 2 U.S. flag passenger fleet and specifically

(a4

limited the deductihility of business expenses to

the U.S.

flzg rassenger vessels caliing on U.S. ports. This change in

on domestic

UeoZ. tax law 2llowing a izduction for conventions
Cruise ships was narrowly drawn to help that fledgling
industry, while at *he same tine croviding Jjots for

tax-paving J.3. cZitizens on »oard thoss shicgs.

Maritime

erovision to forzign flaz vassels wouli be a severe blow to
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the expansion of the U.S. flag industry, while benefiting
non-tax paying fcreign flagship operators emploving foreign
workers. Host of ‘hem are not even citizens of the Caribbean
Basin countries; Acain, we strongly urge you to repeal this
amandment.

Senator Dole has read *this. I had not read it. This is
from the Transportation Institute. It is a much troader
organizatiosn. Thesy are opposed to it, also.

Senator Durenberger: H¥r. Chairman.

Chairman Dcla: I have agreed to yielé to Senator
Matsunaga, next, Senator.

Senator Matsunaga: Thank vou, Mr. Chairman.

Let us not Jdecide here on faulty informaticn. The
amendment says thare has teen no increase in fmerican
shipping because 2f --

Senator Symms: Thera are still five vessals. There are
five of then.

Senztor Matsunaga: But w2 hava hai vessels put into
Operation beczuse of the amendment which would give them tax
credit or tax d=2ductions for conventiosns held on bocard

has done some good, so let us not

ot

American £flag¢ shirs. T
destroy what has ione soms good.

ent to say 2merican

3

tor will chang=2 his amend

[#2]

Tf th2 CSen

)

ct

flag ship, hat would lessen it somewhat, the chijecticns.

sht ncow, as the law reads tha i2ductions are

.;
-~

[}

But still,
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limited to American flag ships plying from American port to
Rmerican port. That is a3 very narrow provision in the tax
law and rrior toc that, they had no credit whatsoever, not on
ships.

I think this imendment would really discourage the
development of American shipping and I would strongly urge my
colleagues to daf=2at this amendment.

e just instituted that amendment and it tcck me five
Yyears to gst that bill passed, that.amendment rassed. And
here we ar=s giving to foreign-ownes vessels the sanme credit
as American-owned vessels and we are going *o rass it in five
minutes? L2t us think it over for five Years instead of five
minutes.

[Lauchter]

Senator Danforth: It seems *to me that the whole point of
the Caribbean Fasin Tnitiative is %o increase economic

S2asin and that it is

D
M
nl
Ia]
',A.
og
v
®
w
o]

opportunities €or th
irrelevant how reople spend their time, either on boats or on
the beaches of Jamaica, or wharever they are joing.

I do think that there is a difference in jobs created in

ths tarjet=3 countries between conventions that are held on

€W

eandé conventions that are passinag through, not

ot
o g
i
’4
1
n
oo
[e]
rt
o
n

conventions

8]

that there are not some jcb orpor<unities fo

hroucghe. But I thin< that there is mnuch

+
j
Y]
ot
Y]
a}
[{Y
0
)
Ul
73]
'.J
)
[¢]
cr
o }
Q

ion for precviding the deducticn for those tha

(W}
(91
in
ot
[WE
th
}oe
0O
m
ot
f=

nM0ore
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ars held on shore.

h is the difference in employmant figures for a

m
ot

0

country Letween a convention that is held within the cocuntry
as opposed to & convention that is held on ship?

Mr. Xassinger: I do not have any figures, Senator.

Senator Panforth: I think it is something like 40
percent differencsz or 60 percent difference.

Chairman Dole: Do you have anything on that, RBuck?

Mr. Chapotons No, Senator. We are opposed to the
amendment. I do not have those figuras.

Sernator Danforths But clearly there is a vast
difference, is there not?

Mr. Chapoton: Clearly there is a difference, because
part of the capital --

Senator Danforth: The roint of the Caribbean RBasin
Initiative is not just to allow conventions willy-nilly
anyvhere in the world or on the seas, but is to provide
specific econcomic opportunity to those countries that are
targeted.

¥r. Chaipcton: 2nd allow them to ievelop their own
convention facilities and their own hotel facilities.

Senator Danforth: Construction ooportunities within the
countries and sc forth.

: That is correct, which wculd not exist if

=

¥Yr. Chapotso

the convention is helsi on a2 vassel ang just sails through.
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I wouli also aention, I think w2 1o havae to be careful.
Any of these convertion provisions, as Senator Long
mentionei, havs ta2 tandancy to export jobs, hecause we
assume the convénticn is going to be held one place. If it
is going to be held there or on a vessel, it is not going to
be held in the U.3.

We do not have a revenue impact or any significant

revenus impact, but we should not allcw this transfer of jobs

and benefits to come about unless there is a significant

benefit to the U.5. also, which is 2one reasosn the exchange of

information, we f2el, is impecrtant. He ought.to try to
target the benefit as much as possibls, that is, in the
countries themselves.

Senator Syvmms: ¥r. Chairman.

Ch2irman Dol Senator Durenberg=zr, then Senator Symms,

(V]
1)

£hen we will dispose of the amendment. We will act on it.
Senatoc Dursnbdbarzzr: ¥r. Chairman, I have been on one of
these cruise ship conferences in my life. It was the
National Governors' Conference back in 1967-68. I enjoyed it
a great deal. We learned a lot. We got a2 lot done, a2s much
as you can 3jet Ion2 in 3 hotel. €So I have no specifiz ax to
grind one way or zncther where conferences take rlace and

what the doliar value is.

T just think this is zn issue o tax policy. It is not
an 1ssue prorerly zut in the context that we are tryinag to

ALDERSON REPORTING COMPANY., INC.
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save lives and turn around an economy and everything 21ses in
the Caribbean. I think we lock awful foolish when we are
cuttings nutrition projrams ani foci stamr programs and heal+h
programs for thé children of this country and we are rassing
out tax benefits for rich lawyers to float around the
Caribbean, which is not my view, but it is a concept --

{Laughter]

Chairman Dole; Do'not forget the bankers, too.

[Laughter

Senatcr Symmss: ¥r. Chairman, if I could just make a
couple of points here before we do vote on this. It is nv
unierstanding that the purpose of this legislation is to try
to create more economic activity in the Caribbean Basin. Tt
is also my understanding that the average port of call person
that goces ashors spenis from 3§55 to §70 apiec= 2t each port
that they visi* in taxi fares, tours, meals, teverages and so
forth. Tt will be beneficial to the area if we allow this
and encourzge it.

In 1983 thev say therzs ares 71 cruise vasssels which will
have over 3 million passenaers and generate over $750 million
at these ports. And 2lso, of every dollar that is srant in
these ports, whether it is a U.S. cort or a foreian port, if
it is 31 for=ign oort, 757 toc 807 of e3=h dollar stent ends ur
coming back t2> ths United States because they zurchase their

food, clothing 2nZ so forth, zguipment and technclogy fron

ALDERSON REPORTING COMPANY, INC.
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1 the United States. So, I think it is approrriate that it bPe
2 in this bill and T think it would maks the bill stzonger in

3 terms of economic activity in the Caribbean Pacin.

4 So I do nct offer this for some reason -- the argument

5 the Treasury opposss is as far as tax relicy. T think it is
8 an inccnsistent thing.

7 Senator Packwood spokz to that issue. It is djust

8 inconsistent to say that a convention in a hctel can be all

9 business 3nd o2n=2 5n 3 ship is not; There is just no

10 consistent fact to that.

11 The Four Sezsons restaurant here in Washingtcn, D.C. is
12 owned -y som2 Can:dians. VYet we have conventions there every
13 day of the week. People are going in there and making tax

14 deductions and you never hear anything abcut that and it is a

15 Canadian-owned company. I do not think it is a consistent

16 argument. It Just seems to me like this is an aprropriate
17 place to offer the amendmant.
18 Senator Lcng:s Yr. Chairman, if I just might zsk Senators

19 to recall, those who were arounrd at the time, what a farce
20 this thing of holding conventions on these cruise ships had

actad to> close up on that loophole. I

1]

21 become at the tima w

4

22 would just as the Treasury to go back znd review some of the

{

23 foolishness that was involved ip 311 that.

4

24 t was a Jjoke. - You could becore a conventionaire just at

25 the =zcment. You 3id not even need *c know the crowd. Just
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sign up for the conventiosn when you g2 aboar?.

very lax rule.

I hava no obj2ction when you arz using that to have an
American manned'ship which, incidentally, is available in
times of n2tional emergency as a troop ship of the United
States rezdy to go on short notice in good operating
condiﬁion with ERmerican crews to man it.

It is a differesnt matter for them to have that tyce of
deduction there than to say that just anybody can do it.
Now, I once took a trip to Hawaii on the Llauralee back -- is
it still opsrating?

Senator HMatsunaga: ko.

Senator Long: Well, back when the 0l1d lLauralee was

operating and I enjoyed it, but it was very expensive. If

2 p=opl=s compet2, the American

(4]

you are going to make the
reople undar the Jones Act compete with folks who are getting
their cruise out of Hcocng Kong, I doubt th=2y ars gcing to be
able to compete. TII scmebody wants to take a trip, he will
not use the REmerizan shirp. He will go use a ship where they
have got their craw from Singzpore or Hong Xong or goodness

Xnows whero. It Wwill cost us jobs for the United States. I+

just does not support our intarasts.
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Senator Matsunaga: If the Senator will yield, when my

|
|
|
|
|
|
amendment wWwas passed it was called by the press as the Love
Boat amenimen+.
[Laughter]
|
\

Senator Xatsunacas: If the Americans want to make love,
let them make love on American boats.

{Laughter]

Senator Syms: [Waved a white flag]

[Lzughter])

Senator ¥atsunaga: Mr. Chairman, let m2 finish.

(Laughter)

Senator Matsunaga: If they want to make love on foreign
vessels, let them pay taxes.

[Laughter]

Senator Heinz: Mr. Chairman, this has been a victory for
the Love RBcat.

Chairman Dole: dould you like a2 roll call, Senator Symms?

Senator Symmss No. I will withdraw the amendment.

(Laughter]

Senator Symms: I think the amendment has merit.

Chairman Dole You have some difficulty there.

{Lzushter]
Chzirman Dole: I agreed tc call on Senator Bradley next.
Senator Pradiav: ¥r. Chairman, T will be pleased to

vield to Senator Heinz. I have severzl.
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Chairman Dole: Do w2 havs guastions? Bill?

Ambassador Brocks ¥r. Chairman, I really have to go. I
vonder if I could just conclude with a very brief comment. |

We can comment from our staff on several amendments, but
I wanted t5 make one last statement of the administration's
view of this bill and the importance we attach to it.

We put an 2normous amsunt of effort into this process,
you and we collectively. WYe have made a number of
compromisas. A number of sections 5f the bill have been
modified to make more difficult, if not eliminate, some of
the benefits tc be derived from this process.

I would urce that further weakening amendments not be
adorted. If we are going to do something for these islands
and countries in Tentral America, it has to ba something more
than rhetoric.

I think pesrhaps my concern is, very simply stated, to
pass a CBI bill that offers a lot in rhetoric hut nothing in
substance might be worse than almost anything else we can do
becausz once 13g3in we would raise hopes and then dash them.
I simply waﬂted to conclude my own presence here by
eXxpressiny my very, very strong conviction of the impeortance
of this legislation to this country's vital interest.

it is not =z foreign aid bill. There is not =2 dollar €or

foreign =2ii in this =ntira2 process. Tt is an economic bill

ot

in which we benefit and osur security is enhanced.
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I very much appreciate the effort and the at*ention of
this Committee to the subject.

Chairman Dole: I want to ask one brief guestion. I am
not trying to pfejudice Senator Bradley's amendment, but he
is going to offer toc increase the percentage on origins maybe
up to 60 percent.

As I understand, you would coppose that effort. I do not
want to get into the amsniment.

Ambassador Brock: I have talked to the Sernator from New
Jersey about osur zonca2rn, and I do not know what amendments
he may or may not offer or others may or may not cffer, but
on the guestion of th= percentage of content involved in the
CBI we originally off=red a 20 percent content proposal.:

We have already compromised up tc 35. Now, remember when
we are talxing 35, that only includes the iir=ct cost of
production. It does not include indirect costs of
production. It does not include profits. Tt does not
include advertising, things of that sort.

So if you go above 35, you may eliminate +he possibility
for any of these countries to participate effectively in the
program. I weculd reczll for you that the Congress itself
recocnized this in 1979 in ths Trads 3ct.

de had a 50 percent content rule at that time, and it did
not work. So we movei from 50 back to 35 in order to make

the GSF crogram work and that is precisely why we have ended

L¢]
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up with the same number here. We have had eight vears of
experience on ths 35 percent rule. It does generate a2 net
economic benefit and it is something that we know hcw to
anforcs.

We know how the rules work. So I would hope that we can
maintain that percentage because I do think that will
substantially improve the employment prospects and the growvth
prospects of these countries that we are trying to be helpful
to.

Chairman Dole: Thanks very much, Ambassador Brock. We
Will try to> complate the narkup today. It may be necessary
if we get into some critical area to ask yoau to come back.,
There will be som=2body here from your staff. Is that right?

Ambassador Brock: Yes.

Senator Grassleys:s M¥r. Chairman, I came in late. T just
vant to know if I have got an amendment on the agenda so that
I can briny it up when it is in turn. If it is not, I would
like to inform you that I have an amendment I want to bring
up on this bill.

Chairman Doles All right. Senator Bradley.

Senator Pradley:s Mr. Chairman, I think that most members
of the committee share with Ambassadcr Brock the hope that
the ecocnomies of Central America and the Caribbean will be
able to not only recover from the slump that they have been

in as the world has been in over the last four years, but
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1 rTeturn to the rather robust growth path that thev had in the %

2 1970s.
3 Those =2conomizs in the 1970s were growing at five +o

. 4 seven percent until the recession hit in 1979, and we still
5 find ourselves in that recession. So I think that what I
6 will be proposing are a series of amendments that I think
7 will improve the prospects for economic growth in the region
8 and for Jjobs and for 3 mors stable political sanvironment,
) The first amendment that I wouli suggest to the Committee
10 goes to what I think is the heart of the problem and that is
11 we want th2 countries of Central America *o produce goods
12 that we will be able to buy in this country, that they will
13 be abls to sell and thereby increase their own economic

14 well-heinqg.

J

t

15 As it 1s now, we are in a competitive world economy angd
16 scme of the countries in Central America would bPe competing
17 in their efforts to sell to the United States with some

18 countriss that have actuzlly moved ahsad rather raridly in

19 the last decade, the so-called newly industrializinag

20 countriess,
21 Therefore, I think one of the things we might consider to

22 tfy tc incresse the rossibilty +that they could get a tig

'3

23 market in the Unitedi Ttatess would ha to bump off of the GSP
24 list those ccuntries that hava been doing verv well and do

wd

ential trsatment zny more.

l')
a}
m
(B 1)
V]
[}

25 not nesdé¢ that

ALDERSON REPORTING COMPANY, INC.

<D FIRST 37.. MW, WWASHINGTON, D.C. 20001 {202) €28-9300




10

11

12

13

14

15

16

17

18

19

20

21

24

25

ag

Now, that was my original intent. However, I recognize
that if you ¢gc on a country-by-country hasis it is
sometimes -- it is like using a sledig= hammar instead of a
scapel. So whzt I would prorose tc de is *hat we would take
the same zeasure as exists now in GSP which is the
Competitive needs basis on a product line graduation so that
if a country exports a particular line of products to the
United States undar present law and g=ts abovs 13 certain

level of import, they automatically are assessed a duty.

fu
Pt

I£f cur go

fe]

and reduce the possibility that they would have unfair

competition frcm, say, Xorea or Heng ¥ong or socme cof the

other newly industrializino countries, then what I think we
should do is toc drop the level that is in the GSP now for a

cis.

m
12
U
1Y

competitiva n=

I woul? suggest the lower we dror that the more those who

n

would compete with Central American countries would be 1less
able to compete b=acause they wouli not hava ths helpful duty
treztment whils the Central American countries would have

and, thasrzfors, an ooan fi2ld to send those goods which I am

nvisions, they will be able to produce and

17}
=
a]
1
o+
o
o
%)
’.‘
l._b
[
D

So th2t would te mvy first suggestion. I am told thzt %*he
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leye I would prorose to lower that to about

n
m
5 |
m
ct
O
1
to
al
o
£

Fud million.
¥r. Lang: In other words, there would be a §u0 aillion

competitive need limitatiocn on CBI beneficiary ccuntries?

Senator 3rzdlave Ne, no, on any 3S¥ beneficiaries.
Mr. Lang: T see. I see.

Senator Bradlz2y: So, for example, this bill envisions --
I am somewhat dubicus btecause I do think that mcst of the

testh hav

14

|
|
\
been tiken out of this »ill, but it envisions a }
\
|

nev incdustry sepringing up in E1 Salvador or in Guatemala and

would be competing in their export of that device to the
United Stztes with Hong ¥ong »r Taiwan.

dhat I am suggesting is that Hong Kong an? Taiwan maybe

should not have the same advantage as theose countries that

18 this b»ill intends to help. Therefore, I would hope that if

’._l

17 we were able tc bump them 2£ff of the special treatment under

they aizht bes proiucing 2 smz2ll elsztronic device. They
|
|
|
|

|
{ 18 GSP that it might lzave 3 more open field for the countries

18 of Centrzl Americs.

20 Senator Heinz: Mr. Chzirman.
21 Senator Packwood: (Fresiding) Johne.
22 Senator Heinz: #3 I understand what Senator Sradley has

23 prepcsed, it 1s scmething that I am very much in synmpathy
24 W#ith. What h= is r=zally rrorcosing within the ccntext of the

25 C3I is the graduaticn as I understand i+t of the so-called
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newly incdustrizlized countries.

As the Chair Xnows and as Senator Bradlavy knows, this is
the subject of legislation that a number of us, I nmyself,
have introiuc=2d 332 othsrs havs sponsosred or cosgonsored. I
am in symrpathy with the notion, but I would like *o ask the
USTR what their views on doing this at this time is. It
sounds to me like a meritoriocus notion, but I would like to
have the administration comment on this.

Mr. Gingrizhs Mr. Chairman, Obviously changes in the
generalized system of preference program and proposed changes
have been rroceeding within the administration on an entirely
serarate track from the CBI legislation. 4HYe would very
iefinitely pra2fer, strongly prefer, +hat they he kept
entirely separate.

We are, in the administration, working on 2 propcsed CEI,
@xZuse me, GSP revision bill. The orecgram dces expire in
January of 1¢8%3, That bill will be forwarded to the Congress
in the n2ar futurs, and w2 would hope that we cculd take up

these kinds of questions in that context and not confuse the

Senator Chafe=; ¥Yr. Zhairman.

Senator Packwooi: John.

Senator Chafez: I would like to say I anm sympathetic to
the pcints thzt Zznator Bradlevy has made. T am interested in
the GST ani think it needs scme radiczal revicsions.

ALDERSON REPORTING COMPANY. INC.
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I Wouli think that those, as has besen suggested by USTR,
that those ars a very complicated area that should be the
subject of serarate h2arings and legislation. I think if we

© this »ill, we would be doing something

ot

get it mixed up in
piscemeal that would be very, very complicated.

I just do not thirk it is the procer sphers to bring it
up in, althougch I am sympathetic to the points that Senator
Bradley is making.

Senator Danforths: Mr., Chairman, given the fact that the
GSP expirss in January of 1985 plus it is reauthorized andg
that there is z considerable debate going on 2s to what the
GSP is going to look like, if there is such a thing after
that time, it would seem to me that the countries that have
been looking toward the Caribbean Rasin Initiative would feel
thay have -om2 up 2mptyhanded if this amendimant is adopted.

Senator Eradley: I am sorry. I was talXing tc the
Chairman. I 4id nct hear what Senator Danforth said.

Senator Danferth: I think if we adopted this amendment,
given the fzct thit the GSP expires in 1985 ané that its
future is very much in doubt, that the countries have been
looking to the C2I to ben=2fit them would f=221 *hat they had
ccme up emrty hznded 1f this amendment is adorted.

Chairman Dels: Do you want a vote on that amendment?

Yes, HUr. Chairman. Let ne say that I

w0
()
oo
fw
ct
O
8]
(48]
ri
o
(@]
[
()]
[
oo
r<

personally hore that the ZSD will not expire in 1985 and notz
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I think it is verv important to world trade and

2conomic 3Jrowth and this ameniment is offered with thea

expectation that it will be renewed and that, when it is

renewed, that we do not want to have -- if the military

situaticn in Central America stabilizes, we do not want to

have Hong Xong and

Salvador that is j

Taiwan in direct competition with an E1

ust getting its fa2et back on the ground and

it is in stable economic position.

T wculld hcrpe t

suggest thz:t we ca
Senator Moynih

amendment againe.
Senatcr lcng:

amendment? Does h

*r., Lang: Yes, <ir. GS

duty benefits to p
products that get
2ither 2f two crit

First, if they
the United Siz<as

upward anauzlly by

hat we could adopt this amendment and would

n —--—

an: If vou could explain the safety

Can I ask “r. Lang to exrlain that

e understani it?

nJ

is a program that provides zero
oof countriss all over the world. The

the benefit are discualified if they meet
2ria.

it a dollzar ceiling of total imporsts to

[$H]

from one country. That celling is adjusted
a2 formula that is set in the law. It
miliion. It is now at about 52 million.

2 Zountry can lose the benefit is that it

jev
ct
O
H,
<
L]

L)
-
=]
3
(o]
]
t
0n
)
I+
cr
o
f
ot

50 percen

9it =ither ceiling then that oroduct “rom
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2nd of thz2 vaar

the future.

that 1s raviews?l
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for the next vear. At the

and it gec=2s on like that in

My understanding of Senator Bradley's arendment is that

he would adjust downward the first

figure, usinc the curcent

at 40 million and that he would

adjust the rercentacge ceiling downward from S0 percent to 45

percent. In other words, countries and products would hit
the ceilings a little sooner than they do undsr current law
and would disgualify faster.

Chairmzn Dol=: Are there any other ~-- dcoes anvone else
want to be heard cn that amendment?

As T understand, the acdministration opposes the
ama2ndm=2nt. Also, we 2re jetting into some hearings later on

[7p]

this year on Sp. T

is I came in. It

unsymepathetic. I do

hope that we might wszis

have not had anvy.

Senator Heinz:
)
feel that we
would

this time. I

think

may hava a jJreat

¥r.
S amendment as,
would
urje
there is

think Senator Chafee was making a point

ie3l of merit. T am not

a1ct xncw enough about it, but I would

until we have had some2 hearings. He

Chairman, I expressed sympathy for

indeed, I think we all have,

be i1ll-advissd to ovrecceed with it at

hinm to withdraw the z2rendment

sympathy for the approach.

t would not be an accurate measure of

ALDERSON REPORTING COMPANY, INC.
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how the members of the Committee really feel about the
general directicn.

Senator Brzdlsy: Yr. Chairman, I feel that if we are
re2lly serious 3about =2conomic development in Central
American, then I think that we have to consider the potential
competitors of the Central American econcmies and decide that

we 4o not want to give them special creference when they 30

10

11
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not need it.

This happ=zns to b2 the intent of the amendment,

and while

I recognize that GSP will come up for discussion sometime

later this year and that it expires on January 1,

1685, I

think that this is a very impcrtant signal tc send to those

countries, that when we are addressing an issue that clearly

affects tha2ir =zonomiz2s, we are thinking of all the possible

ascects that could affect their econoay.
Chairman Dclie: Do you waant a2 roll call?
Senator Z2rzdlevs Yes, I wculd.
Chairman Tole: The clerk will zall the rocll.
The Clerk: Mr. Packwood?
Senator Zackwood: No.

The Clerk: ¥r. Roth?

]

Senator 22:th: V¥No.

The Clzrk: ¥r. Danforth?
Senator Zanferth: VYoe
The Clzrkx: Yr. Chafee?
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Senator Chafa:

The Cl=ark: ¥r. Eeinz?

The Clerk: ¥r. Wallop?

Serrator Walloo Nce.

The Clerk: ¥r. Curenterger?
Senator Durenberger: No.
The Clerk: ¥r. Armstrong?
{No response]

The Cl2rk: ¥r. Symms?

Senator Symmss Noe.

The Clerk: Ar. ¥atsutnaga?

Ave.

Serator ¥atsunagza
The Clesrke ¥r. MYoyniharn?
Senator ¥zynihan: No.

. . i
The Clerk: r. EBaucus?

(¥5c ra2stonse]
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The Clerk: ¥r. Bradlev?

Senator Brzdlay: Ave.

The Clerk: ¥Yr. Mitchell?

Senator Mitchz=1l: Aye.

The Clerk:. ¥r. Tryor?

Senatoar Pryor? Aye.

The Clerks Mr. Chairman?

Chairman Dol=a: No.

Chairman Dole: On this vote th2 nayes ars 11, ths ayves
are five.

The amsndment is not agre=d to ani the 2bs2ntees may
record their votes.

Senator Heinzs ¥r. Chairman, do you have anytody else +to
offer an amendment?

Senator Bradliev: I would re pleased to vield. I have 13

few mcre.

sonewhat

fu

Senator Heinz: Mr. Chzirman, this is

technical amendrent. It is to clarify that the bill reguires

3 waivable denial of btenficiary status to countries that

n

recudizte or nullify J.3. patant or trademark rights »r other
intellectual prcpertyv.

de 2m2nd cthe H3ill to in effect inssrt those words in the
acrcrorriate places. The reasons for this stems out of a
Tzcent 2ction by the congress and president of Costa Rica in

13w to5 z2pnul 2 patant held under Costa 2ican law

ALDERSON REPORTING CCMPANY, INC.
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by a wholly owned subsidiary o2f a U.S. ccmpany. The State
Department has tried to take this to +he very highest levels
in Cecsta Rica. They havé been unsuccesful in resolving it.

We wer= a2ivizad that they belisve that this is a clear
violation of the 2Buenas Rires.Patent Conventicn of 1910. By
making this denizl of beneficiary status wvaivable, we give
our negotiators more streng+th, but we also provide the
flexibility the 2dministraticn wants.

I 45 not b2lizvas tha2 administration opposss this.

Indeed, they might even support it.

11

12

13

14

15

16
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Mr. CGringrich:
no problem with the

Chairman Pole:

¥r. Gringrich

Chairman Declo>

administration cothe
¥r. Rosen: LE
amendment.

Senator Llong:

1
®
._A.
jor ]
]
.

Senator

Senator Loncs

]

enator Ha2inz:
Chairman ITole:
received, Senator

Senztor 3radley

That is correct, ¥r. Chszirran. He have
amendment,

You support the amendment?

<
[t

s, sir.

Is anvybody else involved in the

1]

r than USTR?

have no groblem at Stats with *he

As T understani it, this is discretionary?

That is correct.

It is not mandatorv.

“ithout objection, the amendmsnt is

2 Yz, ¥r. Chazirmane.
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Again, I think this goes to the juestion of whethar +he
economies, whether this bill will really help the eccncmies

rica. This goes to the question that

e
-
[tv]
]

of Central

k rais=sd and ysu had the discussion, that is,

L)
O
O

Ambassador B
how much good that gualifies for special treatment under CRI
should be produced in the country. from which it jis exgorted.

The 5ill as it is now drafted says 35 percent has to come
from a ccuntry eligible unier CEI and that 15 percent can
come, and figured into the 35, can come from the United
States. What T would propose to do is to raise that figure
from 3% to S50 percant.

I would argue that this is consistent with the 197S Act.

I <now th2t Ambassador 3rock said that the earlier Act had 50

(¢

(o

percent and ian 19879 it it back tc 35 percent, which

roppe
is correct. PBut that 35 would not count the rortion that
came frem the Unitzd States so that if we are really talking
about what rercent shculd come frcm a CRI country under the
35

1678 ic+, it i ercant.

n

'Q

Under my ameniment it would -e 35 rercent if the ccuntry

had 15 percent coming from *hs Unita2d States so that it would
parallel the 197¢ 2ct and not change it. So I would raise
the local prcduc+ion component <-cam 23S rercent to 50 rercent
and kesp the credit for 15 percent of American production.

Chazirmzn Tole: Who wants to address that for a few
ainut=s3?

ALDERSON REPORTING COMPANY, INC.
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Senator Heinz: ¥ay I ask Senator Pradley a cuestion
akout his amendmant?

Eill, does that mean that you would do away with 25
percent entirsly for local value added if there wero no U.S.
value added of 15 percent or more? Does that mean any
countrcy would have to have, t5 obtain the favorakle treatment
anticipatei here, S50 percent U.S.A. or not or you would
retain the 35S percent?

Senator Bradlay: No. If they d4id not have any U.S.
value zdded, it would have to be 50 percent.

Senztor Heinz: It would have to be 50 percent.

Senator Bradley: If they had U.S. value added it could
be as low as 35 percent.

Senator Heinz; Ané ycou were talking -- this arpplies on a

S opposed to an individual country.

cis

regional b

Y
o)

(e}

Senator Bradley That is correct. It aprlies on a

W
[}

regioral basis. I zam somewhat dubious that we will actually
be abla to tabulates what psercant comes from each one of the
countries, and I considered doing it on a country-by-country
basis. 2ut the bill has regiosn and s> I thought I would be
consistent with th2 structure of the bill and keep it
recional.

Sernator KEeinz: Thank you.

Chairman Dole: Clzude, are You going to speek to this?

Mr. CGingrich: 7es. The administration would oppose the

ALDERSON REPORTING COMPANY, INC. |
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amendment. As I understand it, the 50 percent rule would

apply if vou h=? 2ny U.S. content?

-

Senator Bradlzy: If vou had 10 percent U.S. content, ycu

would only have tc have 40 percent from thes country under the

CRBI.

Mr. Gingricn: Th2 fact of that is to make the progran
less attractive.

Senatof Br2dl2y: I am told that this is 5AT consistent.

Mr. Gingrich:e I was not addressing the GAT ccnsistency
argument. dhat we do not want to do is create a rrogram that
has less benefit Zor the Zaribbean countries than the
generalized system cf preferences procram 42o0es Now.

The effect of ycur program now would Le to make the CRI

program less attractive than the GSP proarim because it would
raise the loczl ccntent requirement.
Senator Prailey: But this is consistent with GSP,

right? VUnder GST we have to have 35 rercent.

Mr. Gingrich¢ That is correct, but under your amendment
if you had, szv, 10 rercent American content vou would have
to hava 40 perc=nt content in the Caribbean. Many cf these
countries simply cannot m2et that in many of the products so
tha result is thzt it is a reverse preference.

The C31 prosczm is less desirable than the GSP DrOQgram.

-
-

r DRr 3
T -

Ckzy. The point is that GSP is country

W
8
e

1

o
joo
)
¢t
(]

1]
1)

A

by country znd :t=is is regional.

}4-
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I think what we have tc do is zsk the cuestion whether we
want to en:ouga;e the maximum amount of loz-al production or
whether we want these countries to simply be funnels for
other countries.

T would argue that this is consistesnt both with the
longer term growth prosrects for the region, employment in
the region, and that it is not signifizantly -- while it is,
I admit, somewhat different than tha *79 it could have the
same effect if there was 15 percent value added from the
United States, because in the '79 Act, there was no credic
for U.S. value added. It is 35 percent. Is that correct?

Mr. Gingrich: That is correct. Right at the 15 precs=nt

o]
€2

level you zre correct, but any place in between then it
becomes a less attractive proaram and penalizzss one for being
a CBI country.

Senator Long: Couli T ask tha+ we be provide? with a
couple cf prime, 2 couple of significant examples of what is
involved hare?

¥hat are scme 0of the things they are sending in whereby
Just having 20 percent value that it would help them? I
would just like to know what sre sonme of thassa things where
they have most of their content frca some other country not
in the Caribb2zn ar=aa.

11 what scme of the items are? T would like

Q
o
o+
D
j—d
n

Can vy

to Xknew whzi we =2re talking about.
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Mr. Gringrich: I would assume that it would be sort of

like light manufacturing industries, electronic articles,

toys, that scrt of thing where the preocducts, the parts 2f the

prcducts are sent in tc the Caribbean countries and then
assemblasd ther= and resexported to the Unitsd States.
Senator Danforth: M¥r. Chairman, an example woulé be the
world car, would it not, the so-called world car? That is,
where you have various components coming from various other

countriss and thes assembly being ione in one country. That

is the kindi of thing that the administration has in mind that

they want tc attrazct into the targeted countries, the CRBI

ccuntries, something other than just indig=snous manufacturinge.

They want to encourage other countries tc invest in the
Caribbean countrizs by participating in the mznufacture of
products, components >f which coms2 from the investor
country. Is that a fa2ir statement?

Mre. Gingrick: Yes, sir. That 1is correct.

Mr. Roson: Mavy T say, on hrehalf of the State Department,

our own independent analysis strongly suprcorts that of USTR.
We feel a2 changs o5f this naturs would reamove a very
significant portion of the benefit of this bill.

2k it is important to remember these are very tiny

=

t

2

._4.

(L

s and ry raising the reguirement to as much as 50

’.‘.

countr
tercent, ve mavy bes rea2llv condemning them to cnly shipping

this legislation 2ani not develop the

n
[t
e
£3
W
[}

basic commoditisa
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kind of indegendence which we hore they will in econonmic

F o

development, Sc vwe strongly support the position of USTR and
we would very much prefer not to see this amendment in the
rules of origin;

Senator Chafz22: M“r. Chairman, what Senator Bradley is
proposing is a higher standard on the countries than
presently 2xists. It does nct seem to me this is the route
we want to follows when the objective of the legislation is
to help thzse countries,

Chairman Dole: John, I assume if you are opposed to the

bill, this wouli be an amendment to vote for.
Senatzor Rradlay: ¥r. Chairman, if T could, cculd the

State Departmant shars with us in spe-ific how a gradual move
from 35 to 50, the amendment as I rroposed was 80, but let’'s
Say we want these countries to mcve into a takeoff phzse and,
indeed, we want them to grow. Could you be srecific as to

movs Ifzom 35 to S0 would place the regicn at a

’—J

why 2 gJgrzdua

)

great disadvantazys ani which sectors, which products --

Hr. KRosen: ¥r. Chairman, thé crogran is of 12 year
duratiosn. Given the time it takes to make investment
decisions, get investments in place, I think if you have a
nove up proja2c-t21 in the rules of crizin, in the content,
that you really would inhibit a lot of major investments in

.

the Carib

)
D
W
o]
[ ]

Senztor EBrzdlzv: 2ut cculd Wwe have specific examples? I
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know that is the contention, but what is

under the G

ELDCK spock=2 o

o)
O
u
L
=4
L 1]
X
E]
o g
w
n
n
W
fde
(@)
~
[43)

Mr.

n
)

experiences is even more relevant in mu-h

the

was

Caribbsan,.
What experience?

The experience that a S0

64

the evidence of +hat

£ our experience

and under other arrangezents. I think that

smaller countries in

rercent requirement

excessive znd 4id not lead to the %inds of impacts on

investment a2nd trzcde which we hoped they

Chairazin Dolo:
Sernator Bradley: Yes.
Chairman Dole: The clerk will czll
The Clarks Mr. Packwood?

Senator Packwocds:s No.

The Clarkxs: Mr. Roth?

Senator Ecth: XNo.

The Cla2rks ¥r. Danforth?

Senator Pznforth: VYNo.

Tha Clarks Mr, Chafa2?

Do you want a roll call?

wvoulild.

the roll.

The (Cl=rik: Hr. %Wallop?
Senatcr Wallops BC .
Tha Cl=rk: Y. Durenbergar?
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Senator Durenberger: YNo.
The Clarks Mr. Armstrong?
(Y0 response]

The Clerk: Mr. Symms?

(o r=zsvonsel

The Clerks Mr. Grassley?
Sernator Grassleyv: No.

The Cl=rk: ¥r. Long?
Senator Long: Ave.

Th2 Clarks Mr. B2ntsan?
[(No response]

The Clerk: dr. Matsunaga?
Senator Hatsunaga: XNc.
The Cl2rk: Mr. Moynihan?
Senator Moynihan: VYo.

The Cl=rk: Mcr. Rauzus?

[Yo resgponse]
The Clark: Mr. Boren?

(o responsel

The Clerk: Yr. Brzdlev?
Senator PBrazdlav: iye.
“itcha211i?

m r 1
he Cl=2rk

PEPRE HE

1)
s
-
L ]

1<

Senator fMitchell: Ave.

3
o
1]
@]
H
(V]
I
-~
€
L]
"
]
(¢}
]
>
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Th2 Cla2rk: ¥r. Cha2irman?

Chzairman Dole: Ko.

Senator Bentsan: I vote no, ¥r. Chairman.

Chairman Dole: ¥r, Symms?

Senator Svmms: No.

Chairman Dole: On this vote the nayss ars 13, the ayes
three.

Ths am=ndment is not agresd to.

Senater Bradley: ¥r. Chairman, I anm having such success
with these amenim2nts that I had two or three more but I do
not think I will offer them at this tinme.

Chairman Dol=g All right. I think we may -- I would say
in fairness to the Senator from New Jersey I would be happy
to take 3 closer look at the one we just addressed and see if
there is some arez between now and the *ime we make it --

Senator B2radlasv: I would argue, zand T know that +he
State Derartment a2nd USTR did not have a chance to focus on
it until today and we did not have a chancz %o focus on the
markup until yestercday, but the pecint is that I do think
there is 2 ratisnale for graduvally increasing the local
production level, 2and I Xncw that the Chairman will be

it.

Yy
[
O
(0]
o~
[41]
(aa

willing to take

]

thank you vsry nmuch.

-~

Ch2irman Dole: T think we made it clear earljier that we

m

r2portingy out the authorization bill.

.J
o
W
$2
(B}
[{¥]
1]
i
()]
[}
ot
[0}
o
L@
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Is there anytody who objects to reporting out USTR, ITC and
Y

the Customs
I think w=z 3ii that,
¥r. DeArrment:
ordered reportai.
Senator Grassley:
ani I woull like to vo*e
Chairman Dole:
amendment to the CZBI?
Senator Grassley:

Senatsr Mcoynihan:

Q

with the amendments?

1idn't we?

Yes on all of thosee.

Senator Grassley, do vou have an

Are you prerarsd?

Ycu say there has tz2=2n no roll

That is my understanding, that they

call?

Chairmzn Dole: No roll call on the authorization.

Senator Grassleyes I

Let me ask if the staff has passed my ameniment out.

did not, I would like to
it coulil b2 piss=i out.
Chairman Dcle: Ckay.

axplain i1t while they are

Senator Grassley: ¥y

axprorriztion part 2% the

subsection (L)

to any action within

e}

paragraph 2(2), 2t the bo

taken by azy ccuntry prior tc January 1,

&S a benefiziary =zountry

aragr

nave an arendment, ¥r. Chairman.

If they

Jere

If you had a2 roll call, I was absent,

have -- we have made ccpies sc that

Why do you not go a2head and

Jetting the cocpies?

amendment deals with the

bill, an? T wouli aid at thz endi of

m

mayv e mads under this Act

ALDERSON REPORTING COMPANY, INC.
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such country has made adecguates and effective conpensation to

such citizan, corpocation, partnership or association.

¥y motive in 4ninc this is to wire the slate clean, that
hencefcrth we are not going to tolerate ignoring obligations
to U.S. citizens fcr seized croperty. I have four points I
want to makxe to the Committee and the administration and then
I have on= point that I wan*t to make just to the
administration in recard to the philosophical approach that I
have to this amendment, but there is also a practical aspect
to it.

‘That is simply that there are claims uncaid. There are a

Cogress on two

Q

few outstandiing disputes btut the lack of
settlements in Panama.led the administratisn last year to
state that Panamz would probably not te eligible. The
disputes still continue.

While I do not dispute the sincerity of the

n not 3llowiny ben=sfiziary status <o

[

administration
countries that £fall into that category, thers is a 12-year
program ani 2 waiver provisicn would allcw future
administrations not t2 azbide bty these current feelings.

As a practical matter we could, in good faith, receive
the testimony cof ths adiministration that thev are workinag on

this rroblem and they are going to do csomething about it and

they zre going to be very *oush.
fut 2s a cpractical matter, thev can only speak for the

ALCERSON REPORTING COMPANY., INC.

440 FIRST ST.. M.W.. WASHINGTON, D.C. 20001 (202) £28-9200
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next twWwo years or after the next election, at the most until
1988, so T would like to have more Certainty that we are
going follow the rule of law in regard to clains.

Chairman Doie; I wonder if we might ask <the
administration --

Senator Grassley: Could I finish my program here?

Chairman Dole: Gh, sure. I just wanted to see if they
had any obisction to the amerimant.

Senator Grassleys I think they probably do. That is why
I think it wouli b2 important for you to hear my roint of
view first.

Under the bill *he Congress retains sonme control over the

<

desicnations recause 2 Nas to be a3 rerpert by the

t
o o
1]
o]

President to the Cong fowever, the bill provides no

t
)]
n
n
*

9]
"

authority €or conjzressionai overridas any of these

determinations even though under this bill we are repcrted to

ot

his fact that certain compliance has net been made.

There is nothing rezlly we can do about it excert Xnow
about it in direct rerort. While it could be argued that the
national 2conomic and securi*y interest is a standard
formulation in other trade laws and aid laws and should ke
included in this hill as well based on historic precedent, we
should not allow *this 3ill to work to the detrimen+t of our
domestic industriss in which we currently have documentation

2f injurye.

ALCERSON REPORTING COMPANY. INC.
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Panama is cne example on expropriated property, and
Jamaica is an =2xanple on the pirating of copyrichted movies.

I ¥now that this point has been discussed previously, befcre
I came here, by Senator Chafee. I would like to cite 102(b)
mandatory criteria, that the President may waive the first
three of the five criteria for national, econonmic Or security
reasons.

This leaves the door open in two instances, so I would |
like to rrovide a third instance. The time has come to take
into account that our domestic wellbeing has as much to do
with the economic and security interests as it does with our
concern 2bout th2 s2curity of our Caribbean neighborse.

That is the immediate purpose of ny amendment because
there has act re=2n enough dons 2ven though the administration
is tryincg to help, but to the administratisn I would like to
make the point that I think the President is, rightfully so,
tryino to show some moral leadership with c2gard to what is
happening in Centrzl America, in addition to trying to help
tham with thzir mitarial and 2cononmic g30als and enhancing
their material and economic position.

We are trving to demonstrate in Central America, I

l=arly presented, it

%]
a

believe, even though it may not Se 2

aspects to our zcals there. If vyou will

]
v
[

odught to, scme 1o

ent's spszech to the Congress last week

, d
ty
8]
Q
]
ot
-
D
v
[a}
1)}
U}
’—l
beds

abpout self~determinaticn.

jo
m
-+
%}
=
(4]
(@]
It
9]
ri
h
D
d
[§]
1]
n
(28]
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He was spezking in terms of peclitical
self-determination. Fe was indirectly making a moral
arcument that we ought to zring abcut political change
throuch evolutibna:y 25 Jppos=d to revolutionary change, that
we oucht to encourage the use of the ballot as cprosed to the
use of tha2 bullat to accomplish our goals there.

He evern went so far in the political end to Sreak to
ancouraging amnesty for the political revolutionaries so that
they could participatz in the political process, and in fact

that has teen accomplished by the government in E1 Salvador

I~

guess I would extend th=2 same principle

93]

Just last wesk. o)
tc the economic aspects of our goals in Centrz1l America and
encourage adherence to law, encourage adherence ts the rule
of law, in regard to meeting the obligations that have been
forced urcn these countries or agreed to by these countries
thit have not been net vet.

I wouli want to extend the same princicle of moral

D

leacdership that our President is making in Central America to

D
n

these pcints, and T would like to have it don=2 in a strong
enough fashion, =2s my amendment imrplies, so that there is no
ioubt that w= zarz not going t> tolerats such actions in the

future.

=

cuess I am saying to tha administration, in regard to
the example they zare setting in political leadership, that we

would extend our mcral princicles not only to the political

"3

ALCERSON REPORTING COMPANY, INC.
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makeup of the country and the political government of the

country, but to the economic evolution of the country and not

just try to 24ddress the material and aconomic needs of the

naticn but also try to aidress the humanistic needs. It

seems to me like one of the humanitarian aspects of America's

leadership ought to be the promotion of the rule of law and
to this extent, you know, that has not bheen any more than
Just racognized by this administration.

It has not been carried out to the nth degree. I think
that fulfillment >f our goals in Central Americz indicates
that we ought to 3o beyonéd, in our moral leadership, beycnd
Just political considerations.

Chairmzn Dole: L2t me first, bafors T hear fronm the
adninistration, as I understand Senator Yatsunaga has an
amendment, Senator Chafee has an ameniment. We have the
Grzssley amendment pendina. I know of no other amendments.

We ara advisei that at 12:15 p.n. there will he a caucus
of Democratic members and I assume maybe it is too late for
us to caucus. AnYwiy, we will be floating around there
sSCmewhere.

{Laughter]

Chzirman Dole:s Sc if we can address the Grassley
amandrmant, has this amendiment been discussad with Senator

ssl2y and the State Department? Has anvbo2y seen the

-
L

1

amendment?

ALDERSON REPORTING COMPANY, INC.
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¥Yr. Rosen: I 45 not beliavs <o, sir.
Chazirman Zcles Is there any way ycu can address the
concerns expressed by Senator Grassley?

Mr. Rosen: Y sir.

o
1]
~

de certainly agree with Senator Grassley that we should
take a3 very strong stand where there are expropriation cases
and press with ths implementation of our views on the
international law involved.

We think the bill as it now starnds does strengthen the
hand of the Fresident and the State Department along with
similar provisions in other lecislatiosn in pursuing these
issues, but we would not favor tying the hands cf the
President in an arcez where our interests are really enormous
and very vari=Z? and our naticnal security is very intimatoly
tied to that arez, so that we think with the »ill as it
Stands, it is a vilusble addition tc the leverage we have in
getting a good resoclution of these issuec.

But we wculd iefinitely nct like to see our hands tied
completely by m=2king this nonwzivable. S5 we would opposea

the amendment.

=~

Chairman Dolsz: unia2rstini vou oppose the amendment,
but since you hzi nct seen it until a ‘ew moments ago, I

wonder if th=ra2 might b2 some wav to compromise the concern

'..l

that is expresses by Senator Grass ey and I think others on

)

the committee, “ven though this may not be the arecropriate

ALDERSON REFPCRTING COMPANY, INC.
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language, I did not see it myself. But we car either --

Senator Grassley, do you have any suggestions?

Mr. XKazsincer: dr. Chairman, I think Senator Grzassley
pointed out this issue was also discussed last Decenter. At
that time we received a lstter for thes recori fronm the State
Departnent.

In fact, Secrtatary Enders, as I r2call, and Ambassador
Brock, both, at the markup, stated that Panama in sarticular,
which is what this amendment deals with, two outstanding
cases, woculd not be made eligible until there was sonme

resolution of these two outstanding excropriation cases. He

Can certainly do that again and also have Committee report

language t> that eoffect.

This is very similar, of course, to what we have done

with the Jamaican issue.

Chairman [ole: Does that go far enough fcr the Senator
from Iowa?

Senatcr Grassley: You really are not suggesting you are
willing to chang=2 the ®ill in any wav, are you, in whzt you

just szid?

¥r. Xassingsr: I just wantad to point out what the
Committee -~

Chzirmzn Dole: I do not want to change the bill. I am
Just trving to cet some consensus.

Sernztor Zrassley: I have no rride of authorshipy in the

ALDERSON REPORTING COMPANY, INC.

+40 FiRST ST.. N.W.. WASHINGTON. D.C. 20001 (202) 628-3300
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sense that it has got to be exactly this, but I +hink T do

ne2d, would 3ask the committee to address the rcint that when

you still have claims that are 13 years old and we zre going

into a whole new program and carticularly since we do aot

know what the futur=s holis for other idministrations and how

they might look at this, hcw do we know that it is not going

to be business as usual, carticulary beyond this

administration? Even within this administration, cases still

13 vears 214 are unsettled.

I think we cucht to bhe addressing that. It dces not have

to be necessarily language cf my bill, but I would like to

make sure it is going to be aiiress=24. I think we ne=2d to

have something more firm in the legislation than what is

presently there.

T would be willing to work with people, particularly if

the Chairman says he is willing to work sonething 2cut. T

would be 3lad t5 1o that. Llet me also apologize because I

did, even though I got here late, have my staff have copies

+
|
i

so thzre was no effor

O
ot

a

[{})

that couldi have bz2en passz3

just wondered if

-

Chairman Doclse: That is no problem. I

tha Senator might be willing to lat us get together with

respresentatives of USTR and State Department and make

certain we can try to accomplish these objectives.

Senator Grassley: Okay. %ith the Chairmzn's assurance

and his good faith effort +5 werk somsthing ocut which has

ALCERSCN REPORTING COMPANY, INC.
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already been inficzted to me, I weculd withdraw my amendment

and then z2ssume that we would have some sort of amendment
ready'fcr the f£floor. Is that righ+?

Chairman Cole: Righte.

Senator Grassley: All right. Thank vou. I will
withdraw the z2xzendment.

Chairman Dol2: Sznator Matsunaga.

Senator Matsunaga: ¥r. Chairman, under the bill as I
understand it, thz bill esxcludes from duty-free eligibility
import sensitive products such as 1, foctware, handbags,
3loves and other leather apparel; 2, canned tuna; and 3,
petroleum and c=2troleum products.

The Pr=silent, upen the racommendation of the Secretary
of Agriculture, nzy withdraw duty-free treatment for
cerishable conmmoiities in emergency situations, as I
understand. Now, we have a situation in Hawaii and I think

Florida as well +here the cut flowar busin2ss is having a

terrikie time beczuse of the increasing imports from foreign

countries, particularly from this zrea.

Even with the duty, the present duty, American florists

are having real problems in competing. Now, if we eliminate

the duty, this a2ans that the American cut flower industry
Will certainiy coc under, and there needs to be nc

jeterminaticen wad:z by the ITC, will go under,

ry
&)

Up to aow thz ST2, the Spacial T

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON. D.C. 20001 (202) 828-8300
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has been very helgful in this. They have helrped us to

the Presidsnt,

n

maintain the duty on cut flowers. Inasmuch a
upon the racommeniation of the Secretary of Agriculturs, may
vithdraw duty-fr=2 treatment for perishablz commoditi=s in
emergency situations, I think in order to avoifd being dubbed
Irdian-givers that we give them something and take it right
back because certainly the Secretary of Agriculture is going
to see that, in the case of cut flowers in the domestic

niustry, we ares 3joing to be in real trouble if we eliminate

}

dutye.

So, ¥r. Chairman, my amendment would be o 3just include
that one small itsm along with footwezr, handbags, ani just
cut flowvers.

Chairaan Dol=2: Coull we near frem the administration on
this?

¥r. Giagrichs ¥r. Chairman, we would orpose the
amendment. First cut flowers are specifically included in
the list of perishable commcdities that are eligizle fer the
amergency =2scace -lause proceiure.

In other words, if ther2 is a threat from import, within
14 days, the S2zratary of 2griculture zan makes a

determination and within seven days thereafter the President

ct

d that most

it

can reimpose the Juties. Additicnz1lly, I am %o

of the flowers prazcsently enter the United States duty free

anyway undar the generzlized svsitem of preferances =nd that

ALDERSON REPORTING COMPANY, INC.
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the adiitional b=n=2fit 3iven under-tha CBI progras is really
very small.

So we feel we have taken care of the threat through the
emergency rrcocvisions and that whatever threat exists just is
not very big. £So we would oppose the amendment.

Senator Matsunaga: I believe the r=ason given in
oppositicn to my amendment is +he very reason why we should
elnminats or accept the amendment rathazr. Are we coing to say
okay, we let 211 your flowers come in duty free, and then we
make a finiingy ani the Secretary of Agriculture Says ves
there is an ‘emergancy and then we say sorry, we &are going to
impose the duty back on again.

It is to 2 very small portiocn, as vou have saidi, so I
would think that this, policy-wise, would be the sensikble
thing to 3i-. -It iffects just 2 small portion of it. They
are not asking for it. I do not think they would be zffected
at all beciuse th2y are going to continue to ship their

lovwers in and have a competitive advantage here =2ven with

th
(6]

t
o
()]

present lawv.

Senztor Lony: What is thz2 duty on ffesh cut flowers?

Mr. Gingrich: From most of the Caribbean countries, they
enter duty free now under the GSP procram, but there is a
Zight percent cn roses.

rea NRow aside from

Ih

frzsh cut flowers “rom the Carib>hean

ALDERSON REPORTING COMPANY, INC.
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¥r. Gingrich: That is correct. Feczause of GSD, They
ire eligible for 3SP benefits so from the Caribbean they conme

roses?
|
|
in duty free. |

Chairman Doles ¥r. Lang.

¥r. Lang: %¥hat I was going to say is I think there might
be a misunjerstaniing. All cut flowers from the Caribbean,
the administrzation is saying, come in duty free because of
ths gen=srilizzd system of prefarences and, therefore, CRI
does not extend an additional benefit.

But cut flecwers from countries that do not gualify for
the generaliz=4 system of preferencss ars subject to 2 duty.

The duty on rcses is eight percent. I think the duty on

t is all =2ight p2r-a2nt now so i€ the flowers

[

cirnations -~
came from Holland or a ccuntry that cannot get GSP, the level
0f duty wvwould he 3 --

Chairman Dcle: So what has Senator %atéunaga proposed to
do that wculd czuse a problem?

Mr. Lang: #h2t Senator Matsunaga proposes to do is to

th

exclude cut flowers from the GSP benefit. Under the
administration's %ill thev would 32+ the benefit. However,
there would bte zn erercancy provision for denving them the

threat to the U.S. industry.

1

benefit if thsy wara
Chairman Dcle: Docesn't that take care of it?

Mr. Gingrich: No. Bs I understood ths amendment it was

ALDERSON REPORTING COMPANY, INC.
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to include on z list of import sensitive commodities fresh

cut flowers and not exclude it from GSP benefits.

+

Mr. Lang: YNot excluded from GSP, from CBI, I am SOCTY.

Chairman Dolea:s Is this a matter >f gr=at moment?
{Laughter]

Mr. RBos2n ¥c. Chairman, I d2 not know if it is 3 great

moment, but it is of :onsiderabie imrortance to, for example,
Jamaica which I know abcut whars thev io -- part of the prime
minister's program for improving foreign exchange earnings is
to 4o mors in the field of horticultur=z, and I think it will
be in many varieties of flowers which =zrs not directly
competitive with Hawaiian varieties.

Chairman Dole: The administration feels strongly about
it?

Mr. Gingrich: Mr. Chairman, if I could just add, it does
have also the significance in that we have already excluded 2
number of products and we wvould hate to get into a situation
of continuing %5 add to that list. The benefits of the

program ar= smzll enouch now.

-

Senator MYatsun=agag: ¥r. Chairman, I will withdraw the

>

amendment reservingc the right to offer it on the floor after
I get my facts a little --

Chairman Dol=s: Rs I undecstand it, th2 only other
amendment We have is from Senztor Chafee that we approved

, 25 I r=zall. Is that zorr=act?

ALDERSCN REPORTING COMPANY, INC.
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Senator Matsunagas I have one other.
Senator Bradlay: I have one other amendment, too.
Senator Chafee: Yes, %r. Chairman. Do vycu want to do it

If everybody will please turn to page 10 of the spread

sheets. This is a3 very odd crovision that is included in the

CBI that exempts from nontoxic room stillage discharg=s.
This has nothing to do with trade, ncthing to do with
improving the Caribbean nations' export potential to the

U.S., but instead says that if the Virgin Islands wishes to

discharge ints the ocean, that is rerfectly all right as long

as the gcverncr says so.
Now, Mr. Chairman, this is clearly getting intc an area

that is th2 province of the FEnvironment ani Public Works

Committee. It is a measure that the EPA has had under study.

“e have dealt with the Virgin Islands government and the

ct

1]

n

Virgin Islands rum industry on this matter. I+ aff
Puertc KRico where the Zacardi Company has invested a lot of
mcneyvy in orda2r to comply with the EPA standarise. T believe
it is an inappropriate prcvision to have under this
legislation, 2nd I would move to strike it, ¥r. Chairman.

Senator Bradloay: ¥r. Chairman.

15}

Chaizman Dcle: ¥r. 2radlev.

Senateor Eradley: Let me just add one other fact here and

lic spects of C2I, th= Energy

“r
(o]
8
(3

§1

th2t is on this tarri

-
)

n

é

P.

}

u

L
ry

Committee 2l1s0 hacs
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on June 7, so I think that you hav= on this issve 2 lot of
different committee interests. I am wondering whether it is
best to proce=2d now with this or do it at a later time after
all the committees cf jurisdicticn have had a chance to weigh
in.

Senator ¥oynihans ¥Yr. Chairman, I wculd hope that we
would not do this. There are -- we are undertaking a large
enterpriss here for some 26-0d4d island republics and nine-odd
peninsula reputlics. There are two grcups of American
citizens who ars iirectly involved. They live in St. Thomas,

n Puerto Rico, and they are far from being

..4.

St. Croix =2nd
alarmed and resistznt to this meacsure.

They havg s3ij it is 2 good thing tco 40 and you ocught to
do it and we ares behind yocur doing it, and the governor of
Puerto Rizo has bessn up here saying +that anid +ha jcvernor of
the Virgin Islands has been up here saying that and they have
maede very few reguests, very few, indeed.

One of them involves this particular distillery on Ste.
Croix where they make rum, ané it is a fact -- I do not want
to go beyond wny Xnowlzdges on theses matters, bhut one of the
reasons the Carizbean 1s so blue is that there is very little
nutrient in it ani it reflects the sun and the gray seas of

Alaska arz that wiy because they are full cf fcod and full of

The discharszz Z-om this ra2finary is sinply molasses

ALDERSON REPORTING COMPANY, INC.
140 FIRST ST., N.W.. WASHINGTCN. D.C. 20001 {202) 628-8300



10

11

12

13

14

15

16

17

18

19

20

21

22

28

24

25

g3

waste. It originally was dried up and bhundled and shipped to
Louisiana to re f=d tc cows, but then the economics of doing
that disapceared and it is now being fed to fishes. Tt is
not doing any harm to anvbody.

It shows as a piume cut into the Caribbean. You can see
it. It disappears gquickly. It is just sugar and cellulose.
It is not toxic.

The Virgin Islands has asked, can we keep that refinery
going because otherwise it closes down and moves three
islands away to a place whera they 1o not havs anv
restrictions.

Senztor Symms: Would the Senator vield?

Senator ¥oynihans: I wculd be happy to yield.

Senator Symms: I thank the Senatosr for vielding. I
would say I totally agree with what Senatcr Moynihan is
saying. #2 did hive =2xtensive testimony on this on the
Public Works Cocmmittee, and I canme away with the conclusion
thzt if w2 try t5> for=ze them tc sut 3 cleanup operatiosn there
that you are going to -- it would do nothing to enhance water
quality in the Carcibbean, and i+ will possibly even create

some xind of ar 21ir guality problem then Oor a solid waste

disposal croblenm.

(]

It Jjust s2ems to ae, I would hoce we would not chznge +h
bill the way it now is and that Wwe Wwould allow this nperation

to continue.

ALDERSON REPORTING COMPANY, INC.
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Senator Yoynihan: I thank the Senator from Idaho.

Senator Symmss What he savs is absolutely correct about
the fish food.

Senator Moynihanse It probably would not create any of
the proklems you have described because it would simply ciose
lown the refinery. The British Islands are a mile and a half
away, the B8ritish Virgins.

Senator Long: Mr. Chairman, scme years ago I spent about
a week on St. Croix on a vacaticn. I did not notice any
pollution in the Wwater there. I went swimming.

[Lzughtar]

Senator Long: Hay I say that I have been in polluted
water.

{Laughter]

Senator Longs In fact, I would hate +to tell you how
polluted some of that water was that we swam in in some oOf
those harbors, but this stuff as I undierstand it dces not
kill the fish, does not harm the fish. It might even serve
as a nutrisnt to them.

I am to213 that if these psople here on thié island which
is after all one of ours, you kXnow, if these people here have
to clezn up thos waste rather than discharge, it 2ll it does
is cclsr th= wWatsr at som2 point, which I never discovered
when I Wwas cver there, and it will ccst them sbout fu

+

icn, which thev say is mcre than it cost to build the

(28]
}-2

mi
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plant to bsgin with that makes the runm.

It might'be 3 death sentence to them and it does not do
any harm. It is not doing any harm, sc I Just think that it
would really sServa no purpose.

Now, if at some future point somebody goes down there and
can find wher= this poliution is occurring, it is not really
pcllution. As you say, you could drink the fool stuff if you
could standi salt water otherwise.

{Laughter]

ALDERSON REPORTING COMPANY, INC.
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It is not doing any harm. It would cost these people a
lot of mon=2y and as the Senatcr said, =211 it would do is jus:*
push the mill over to the 3British Virgin Islands where they
would not have to contend with this. It would cost us some
Jjobs and Wwouli provids tham somewhere else.

Chairman Dcle: Poes the administration have a position
on this? Maybe we can disposz of ite.

Mr. Gringrich: It is my understanding that the
administration stands by the provision as it is d4rafted.

Chairman Dcle: Is that your understanding or is that a
fact?

[Laughter]

Mr. Gingrich We stand by the provision.

Senator Chafee: ¥r. Chairman, it seems to me what we are
doinc here, first of all, we are taking up something that has
nothing tc do with trade. It has to do with whether we want
to del=2g3at2 to this Committee determining whether the
discharges from a distillery such as this are good or bad. I
recognize the expertise around the table here on these
matters.

{Laughter]

Senator Chaf=s2: I do not think this is the croper forum
to test it. A study was made, pursuant to a request from
Congress, aptly z3llei tha Rum Stuiy, to istermine about the

polluticn contrcl oroblems and that did not come out

ALDERSON REPORTING COMPANY, INC.
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favorably to the Virgin Islands runm industry. €So what we are
saying her= is thit, based on some testimony here, th2t this
is perfectly all right. Well, if it perfectly all right,
than 12t it continue.

3ut if we are going to have pollution control facilities
and requirements, not only on the U.S. but on those
possessions of ours, then I think we ought to have them and I
do not think the Finance Conmmittee is the proper djurisdiction

to decide whethesr or not it is apopropriate route *o follow.
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The argument that it might close or it might not close is

an argument that has bez2n usel against every attempt to

install pollution requirements on any industry in the United

States., That is the common r=b

(#1

and it micht rut it out of business.

But we are trying, throcugh laws pzssed by this Congress,

to control ocean iischarges or 3iischary2s into the ocean or

lakes and streams, wherever it might be. And because we

to make an exception, I surppose we could Keer going tec all

kinds sf exceptions, but I do not think this is the forum to

test 1it.
Senztor Symmss 4111 my colleague yield?

Senator Chafe=: Sure.

Senator Symms: I mizht make 2 suggestion, ¥r. Chairman,

to our ccllesaju2 who wants to addrsss this. Why don't w

suggest, wav don't we leave it in +he bill anéd then the

ALDERSON REPORTING COMPANY, INC.
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Chairman could appcint *+his Senator and any others that were
interested to go icwn and cersonally 1sok at that Situation.

{iaughtet]

Senator Symms: I will comne back and report tc the
committee.

[Laughter]

Senator Chafes: Why don‘'t you take a cruise ship down
there?

{Laughter]}

Chairman Dole: Maybe we could take Chafee, Hatfield,
Mathias.

(Laughterl]

Chairmzn Dole: Maybe we can leave about 12:30.

{Laughter]

Chairman Cole: Let us dispose of this. Let us vote on
the amendm=2nt.

Senator ¥cynihan: ¥r. Chairman, if I =an say, why is
this in this measure? The subject has been uncer
consideration f5r five year. It is the one measure that the
Virgin Islands has asked, could Yyou resolve this for us in
the context of CEI. They have asked nothing else. They have
Come up h2re to say thay are for the Caribbean BFasin
Initiative, bu*t T think everybody here comes from a state

that has somsthiniy -harasteristic 2nouch about it that it

th

vould not natter i they =ver stooped making rum in the

ALDERSON REPORTING COMPANY. INC,
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Virgin Islands. They would lose so much. That is where it
cones fronme.

Senator Chafee: Mr. Chairman, with this coinc on, why do
not we just have a show of hands here and see how it comes
out? I am not going to ask for a roll call vote. I see how
the plume is flowing here.

[Laughter]

Chairman Dole: 2ll orpcsad to the a2mendment, raise their
hand.

[A show of hands]

w

Chairman Dole: The show 2f hands is n cative.
Senator Symms: I am undecided.

[Laughter]

i

Chairman Dole: I do not Xnow how my proxies would vote
on this.

Senator Matsunaga: ¥r. Chairman, I have an amendment.
This is an amendmesnt which would not only help the Caribbean
stites, but also the Virgin Islands and Puerto Rico. 2As T
unierstani it, th=2 Virgin Islands and the Puerto 2icans have
provided an alternative tc the administration's CBI bill with
respect to runm.

UnZer their proposal, the tariff would he eliminated on
all rottled rum but would be retained on bulk rum. I think-
it is 3 most s=nsible bill becauss, or procesal rather, what

we are trying tc do is to try %0 create more jobs in *he

ALDERSON REFORTING COMPANY, INC.

440 FIRST ST.. N.W.. WASHINGTCN. 0.C. 20001 (202) 828-8300

I S



10
11
12
13
14
16
16
| 17
i ,
20

21

24

25

S0

Caribbean states. In order to be duty free, if we require
that they be bcttled, look at the jobs whi-h we will Create.
Right now they are just sending bulk rum in and they would
continue t> dio that if it is duty fres in bulk form.

As I understand it right now, over the past year, foreign
Caribbe=an rum proiucers have built up a stockpile of three
million gallons of rum in warehouses in the United States and
that is an amount exceeding the total annual rum shipments to
the United States from the Virgin Islands. So, with this
kind of stockpiling and coming in dutvy free and, as I
unijerstand it, 2 substantial part of this is being done by
foreign non-Caribbean companies operating in the Caribbean.

So that if we require -- if we favor the bottled rum,
then we are going to create a lot of jots there. I am sure
the Caribbeans would welcome it and we would te protecting
Puerto Rics and the Virgin Islands.

¥r. Gingrich: Senator Yatsunaca, the adminstration
opposes the prorosal as T understand it, it is the Puerto
Rican rreposal, as do the member countries of the Caribbean
region.

Senator Matsunaga: #hy? Do you opproses it because you
oppose? I cannot undarstand the r=asonings behind it.

¥r. Gingrich: 2ehind the administration's oprosition?

Senator Matsunaga: Yes.

¥r. Tingrichs: The administration, I believe, feels that

ALDERSON REPORTING COMPANY, INC.
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the prorosals that have been amade Wwith respect to aiding

Puerto Pico and
benefits to the
are in the bill

Rizan propossal.

the Virgin Islands and the distritution of

other countrias from the rum rrovisions that

already are more eguitable than

the Puerto

I believe the Caribbean countries, we have a

telex frcem them, from the Caracom Rum and Spirits Committee

indicating their opposition to the proposal, too. Obviously

they feel it woulil not b2 to thair ben=fit.

Senator Matsunaga:

They will all -- they will still be

able to send rum 3iuty free as long as it is bottled and that

will create jots.

Chairman Dolz: I would like to finish this.

I cannot understand the reasoning.

. There are

only two other amendments plus this one. I know the

Democrats have a1 meeting at 12:15. T would rath

back this afternoon. Could we look at that, Spa

now and the time?

er not come

rky, between

Senator Xatsunaga: Okay. e will examine it.

Chairman Dole: Senztor Symms has cne and T

-~

there is any problem with it. At lz2ast there sh

Senator Symms: ¥r. Chairman, my amendment i

sinple. S=2nator Long has 3grzei to cosponsor it

That is that the committee just puts language in

th

f

t says that ths United States should not buy

buy any sugar from any Communist country in the

Basin or Centrzl

America, period.

ALDERSON REPORTING COMPANY, INC.
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Senator Braijlsvy: Isn‘t that already covered by no
Communist country can have benefits?

¥r. Gingrich: This is an absclute orohibition.

Chairman Dole: It is a sense of the Committee.

Mr. Gingrich: 1Is it a sense of the Committee? We do not
have a prcblem with that.

Chairman Doles Without obiection, i+ will be agreed to.
Senator 3=ntsen?

Senator Bentsen: Mr. Chairman, mine is one that has been
brsuaht to my attzntion by Senator Chiles. We are talking
about citrus concentrate. At the present time we have very
little citrus coming through the CRI, about $37,000 worth of
concentrate, whereas we have about $§6¢ million overall. The
duty is about 51 percsant.

The concern is if you start bringing it and doing some
processing through *ths CBI, that you can have a very
substartial impact on the fresh fruit market for citrus
concentrate. The request is that, on citrus concentrate,
that it also be put on ths fast track, insofar as having the
Secretary of Agriculture being able to call on the President
for relief in the event such iamage is occurring, but that is
at the President's option.

Zingrich: 4e do nct have any oroblem with that.
Chairman Dcle: Without otjection, the amendment is

agjreed to.

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST.. N.W., WASHINGTON. D.C. 20001 (202) 628-9300




10
11
12
13
14
15.
16
17
18
19
20
21
22
23
24

25

get

If there are no further amendments,

a role cegll on the bill itself.

The Clerk: VHMre.
Chairman Doles
The Clerk: HNr.
Chairman Doless

The Clerk: Mr.

Packwocd.

Aye by proxy.
Roth.

Aye by proxy.

Danforth.

Senatosr Danforths By=.

The Clerk:s Yr.
Senatcr Chafs=z:
The Clarzk: . ¥Mr.
Chairman Dole:

The Clerke Nr.
Senator Wallop:
The Clerk: ¥Mr.

{¥o responcel

Chafee.

Rye.

Heinz.

Aye by proxvy.
Wallop.

AYe.

Durentergere.

Armstrong.

Symms.

Grasslevy.

Senatcr Lcno: hRvye.

BRentsen.

ALDERSON REPORTING COMPANY, INC.
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Senator Ba2ntsa2n: RAy=.

The Clerk: ¥r. Matsunaga.

Senator Yatsunaga: Avee.

The Clerks: Mr. Moynihan.

Senator Moynihans: Aye.

Th= Cl2rk: Mr. Baucus.

{No response]

The Clerks Mr. Boren.

Senator Boren: Nay.

The Clarks Mr. Rradlasy.

Senator Bradleyv: Nay.

The Cl=rks Mr. Mitchall.

Senator Long: Aye, by rroxy.

The Clerk: ¥r. Prycr.

Senator Pryor: LRAye.

The Clarks: ¥r. Chairmane.

Chairman Dole: Senator Symms.

Senator Symms: Aye.

Chairman Dole: I think Senator Durenberger is aye and I
vote aye.

On this vote, of course, #e cannot repsrt this out. We
do not have a revenue -ill, but we may find one <oon.. On
this vote, the ayes are 14, one presen+, two in the necative,
and the absentees may record their veotes. I will announce

that we will take ur the enterrrise zone legislation next
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Tuesday. I do not think anyb>dy wants to com= back this
afternoon.

Senator ¥oynihan: Arz we going to vote this bill out?

Chzirman Dole: We cannot. Senator Danforth wants to
clarify something on the authorization.

Senator Moynihan: May we have order, ¥r. Chairman?

Senatsr Danforth: Mr. Chairman, earlier this morning,
the Committee authorizad you and Senator Long %o write the
Chairman of the Environment and Public Works :ommiftee
relating to the ITC building and the renovation of that
building. It seems clear to me that the only reason the
Finance Ccmmittee is interested in the ITC building is if the
ITC would 2nd up inhabiting the buildiny. Put it was called
to my attention that that might not have been clear in the
earlier colloquy 2nd therefores I simply make that clear at
this point.

Senator ¥oynihan: ¥r. Chairman, I wonder if I could
speak to that point. I am sorry, we are not talking about
money, So ycu can all leave. |

(Laughtar]

Senator Moynihan: The ITC building is, of course, one of
th2 ollast of th2 gjovernmzrnt Suildings in Washington. It was
built by ¥ills, who was an architectural draftsman for
L'Enfant 2nd it is very much a part of the Pennsylvania

Avenue complex. It is a very fine *uilding and it is right
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there on 8th Street, which is a traznsverse moving down fronm
the Patent Office that L'Enfant plann2d to make the National
Cathedral. You need a place to bury Admirals and things like
thatf Instead, it became a Patent Office and that which is
now part of the Smithscnian as the Museum 5f Rmerican Histery.

It is truly a place -- there may be a higher use for this
in the Smithsonian complex.

In any event, it needs very much to be fixed up. I am on
ths subcommitts2 that haniles buildings on Environment and
Public @orks. I wonder if Senator Danrforth would agree that
it ought to be restored to first-rate condition as was the
Patent Office without presuming its ultimate use.

Senator Danforth: I do not think we could presume
anything, but T 2> think that the Finance Committee is
interested in it solely as the home of the ITC. I think that
is the position of most msmbers of th2 Finance Committee who
have been over there and looked at it. Our assumption would
be, and our urging, as far as the latter of the Chairman
would be, that the ITC would be allowed to continue to
inhabit it.

I know that the Smithsonian has dssignes on it, but it
Seems to me that the very fact that this has been in dispute
for about 2 d2c3d2 now has been the very reason for the
hiatus ia the restoration. So our view would be that the

letter should ¢o out and that they should be urged to
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refurbish it, but also that the Finanze Committee should
veigh in in favor of allowing the ITC to continue to inhabit
it.

Senator Moynihan: I would say to my friend *+hat 21 years
ago I kept it from being torn down.

Chairman Dole: Xnowing that disposition will be made by
your committee, I guess, the Public Works Management -- in
any event, we can do that and the record has been clarified.
We cannot report the bill out, but it may be offered as an
amendment. We do not have anything to resport it out on, but
we have approved the Caribbean Basin by a vote of: what, 14
to two, to ons, I guess. ‘

Mr. Lang, do you have anything? Anybody else?

I thank membters of the administration and members of the
Committee for doiang this.

(Wherupon, at 12:23 p.m., the committee adourned.)
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