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June 3, 1991

alicked Into manufacturing, they
would be much more likely to buy ex-
isting manufacturing operations than
to start new ones. This is particularly
true for switch manufacturing, which
is very capital {ntensive. If the Bell
companles refuse to supply software to
independents, they can prevent the in-
dependents from providing new serv-
ices. Then the Bell companies could
market such services to the small com-
pany’'s large customers, emphasizing
that the small company was unable to
offer the service. .

The concern we have is that the Bell
companies could divert the traffic of
selected large customers to their own
facilities. This would leave behind
costs that remaining residential cus-
tomers would have to absorb through
higher rates. A Bell company also
could use this leverage If it wanted to
acquire a nefghboring small independ-
ent In a growing area. It could further

its acquisition objective by depriving .

the target company of tcchnology,
thus stimulating consumer complaints
to regulators.

Small and rural companies are also
worried that a Bell company could ac-
quire an existing manufacturer,
change the product line to meet Bell
plans and needs, and cease to support
equipment and software Installed by
small companies. If new software Is
not made avallable, a rural company
might have to choose between install-
ing a new switch or depriving Its sub-
scribers of new services.

Third, our amendment would re-
quire the Bell companies to engage in
Joint network planning, design and op-
erations.

S. 173 undercuts joint planning and
widespread infrastructure availability
because it only requires the Bell com-
panles to: Pirst, Inform other local
telephone companies about their de-
ployment of equipment; and second,
report changes to protocols and re-
quirements. The bill's requirements
are too little too late. They will not
lead to a natfonwide, information-rich
telecommunications infrastructure.

Small companies need a voice In the
process to assure that the network is
designed, implemented and operated
jointly by all.

Small companlies need a voice in the
process to assure that the network is
designed, implemented and operated
Jointly by all Jocal telephone compa-
nies to meet the goal of nationwide
access to information age resources.

Finally, our amendment calls for
strong district court enforcement pro-
cedures, Including damages. S. 173 pro-
vides only for FCC common carrier au-
thority, which proved inadequate to
remedy past refusals to provide equip-
ment to small local telephone compa-
nles. If independents do not have the
ability to go to district court with
their complaints, they cannot reason-
ably have any confidence that the es-
sential safeguards will be effective.

We are currently discussing this
amendment with the authors of the
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blill and we hope we can include this as
part of the package we bring to the
floor. 1 urge my colleagues to rt
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ducted only through an affiliate (hereafter
in this section referred to as s ‘manufactur-
lng utllhl.e') that is separate from any Bell

this amendment to ensure that rural
companies have reasonable, enforcea-
ble and continuing access to the equip-
ment and joint network planning they
need 50 that all Americans, urban and
rural alike, can share {n a nationwide,
informatlon-rich telecommunications
network.

TELECOMMUNICATIONS EQUIP-
MENT RESEARCH AND MANU-
FACTURING COMPETITION

CT

The PRESIDING OFFICER (Mr.
Remn). Under a previous order, the
hour of 3 p.m. having arrived, the
Senate will now proceed to the consid-
eration of S. 173, which the clerk will
now report.

The legislative clerk read as follows:

A blil (S. 173) to permit the Bell Tele-
phone Companies to conduct research on,
design, and manufacture telecommunica-
tions equipment, and for ‘other purposes.

The Senate proceeded to consider
the bill which had been reported from
the Committee on Commerce, Sclence,
and Transportation, with amend.
ments; as follows: .

(The parts of the bill intended to be
stricken are shown in boldface brack-
ets and the parts of the bill intended
to be inserted are shown In ftalics.)

8. 173

Be it cnacted by the Senate and House of
Representatives of the Uniled States of
America in Congress assembled,

SECTION 1. SHORT TITLE.

* This Act may be cited as the “Telecom-
munications Equipment Research and Man-
ufacturing Competlition Act of 19981".

SEC. 2. FINDINGS.

"(c) The Commlsslon shall prucrlbe regu-
lations to ensure that—
“(1) such manufacturing affiliate sha.u
books,

ds, and
rate from Its affiliated Bell Telephone Com~
pany which identify all transactions be-
tween the manufacturing affiliate and its
affiliated Bell Telephone Company and,
even 1f such manufacturing -mnau ianot I .
held cor

statements which are in eomnumee wlth
Pederal financial reporting requirements for
publicly held corporations, file such state-
ments with the Commission, and make auch
stat 1t for public &

*(2) consistent with the provisions of this
section, neither a Bell Telephone Company
ner any of its nonmanufacturing affiliates
shall perform sales, advertising, installatfon,

fon, or fora
manufacturing affiliate; except that institu-
tional advertising, of a type not related to
specific car-
ried out by the Bell Telephone Company or
its affiliates shall be permitted if each party
pays {ts pro rata share;

“(3XA) such manufacturing affiliate shall
conduct all of its manufacturing within the

- United States and, except as otherwise pro-

vided In this pmnph. all  component parts
of ‘mises

tured by such aﬂuht.e and all component
parts of
manufactured by such affillate, shall have
been mmututured within the United
States,

“(B) such affiliate may use component
parts manufactured outside the United
States if—

(1) such affiliate first makes & good faith
effort to obtaln equivalent component parts
manufactured within the United States at
reasonable prices, terms, and conditfons;
!.nd

“(if) for the of
tions equipment and customer premises
ed and sold in the

The Congress finds that the
economic growth and the international com-
petitiveness of American industry would be
assisted by permitting the Bell Telephone
Companies, through thelr a.(ﬂllntu. to man-
ufacture (includi des! d
and fabrication) telecommunications equip-
ment and customer premises equlpment..
and to engage in research with
such equipment.

United States by such -.mlme in any calen-
dar year, the cost of the components manu-
factured outside the United States con-
tained in the equipment does not exceed 40
percent of the zales revenue derived from
such equipment;

*“(C) any such affillate that uses compo-
nent parts manufactured outside the United
States in the ure of tel

BEC. 3. AMENDMENTS TO THE ¢
ACT OF 1934.

Title II of the Communications Act of
1934 (47 U.S.C. 201 et seq.) is amended by
nddlng at the end the following new section:

“"REGULATION OF MANUFACTURING BY BELL
TELEPRONE COMPANILS

ATIONS

and remises

equipment within the United St.awa shall—
*“(1) certify to the Commission that a good
faith effort was made to obtain equivalent
parts manufactured within the United
States at reasonable prices, terms, and con-
ditions, which certification shall be filed on

“Skc. 227. (a) Subject to the requir t
of this section and the regulations pre-
scribed thereunder, a Bell Telephone Com-
pany, through an affiliate of that Company,
notwithstanding any restriction or obliga-
tion Imposed before the date of enactment
of this section pursuant to the Modification
of Final Judgment on the uncs of busl

8 quarterly basis with the Commission and
lst parts, by type, manufactured
outside the United States; and
‘() certify to the Commission on an
annual basis that for the aggregate of tele-
an

d
premises equipment manufactured and sold
in the Unlt.ed States by such affiliate in the

in which a Bell Tel

year, the cost of the com-

may
engage, may manufacture and provide tele-
and

ions
ture emises except
that neither s Bell Telephone Company nor
any of its afflllates may engage in such
manufacturing in conjunction with s Bell
Telephone Company not o affiliated or any
of its affiliates.

“(b) Any manufacturing or provision au-
thorized under subsection (a) shall be con-

side the United
States d in mch i did not
exceed the ed in

graph (B)ID) or adjusted in accordance with
gubparagraph (G);

“(DX{) {f the Commission determines,
afterr ng the cert ired in
mbpmmh (CK1), that luch affiliate
failed to make the good faith effort re-
quired in subparagreph (B){) or, after re.
viewing. the certification required in sub-
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tectmical requirements for connection with

“UER) the C ion with
® Beeretoary of shall, on an
annusl basls, determine the cost af compo-
neal parts

changes.

“(2) A Beti Telephone Company shall not
disciose to any of its affilistes any informa-
tion required to be filed under paragraph
(1) unless that information is immediately
80 filed.

*[3) When two or more carriers are pro-

service
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owns or controls. is owned or controlied by,
or is under common ownership with a Bell
Telephone Campany. Such term includes
any arganization or entity (A) In which a
Bell Telephone Company and any of its af-
filiates have an equity interest of greater
than 10 percent, or & management Interest
of greater than 10 percent, or {B) tn whicha
Bell Telephone Company and any of its af-
filiates have any other significant financial
interest.

*X2) The term Beu Telephone Cumnmy
means those listed in dix A
of the Modification of Final Judgment, and
Includes any successor or assign of any such

viding

in the same area of interest, esch such carri-
er shall provide to other such carriers
timely lon on v.he of

“(4) The Commizsion may nmcrlbe such
edditional 1 under this

but does not include any affiliate
of any such company.

“(3) The term ‘customer premises equip-
ment’ means equipment employed on the
premises of & person (other than s carrier)
to originete, route, or terminate telecom-

as may be necessary to ensure that manu-
facturers in competitlon with a Bell Tele-
phone Company’s manufacturing affiliate
have ready and equal access to the informa-
tion required for such ocompetition that

amch
aftiliate.

to its

unlcations and
premises equipment in the United States;
the Cammission may not waive or

“Ae) The Corumission shall prescribe regu-
lations
C which has an afffilate

that
¢ages in any manufacturing authorized by
subsection (a) shall—

‘44) The term ‘manufacturing’ has the
same meaning as such term has in the Modi-
fication of Final Judgment as interpreted in
United States v. Western Electric, Civil
Action No. B2-0192 (United States District
Court, District of Columbla) (filed Decem-
ber 3, 1987T).

*(5) The term ‘Modification of Final Judg-
ment’ means the decree entered August 24,
1982, In United States v. Western Electric,
Civil Action No. 82-0182 (United States Dis-
trict Court, District of Columbia).

{8} The term ‘telecommunications’ means
the transmission, between or among poinis
specified by the user, of information of the

oh o “13-pr e, to other manufacturers of
and

ton with the Becretary of Commerce, as &i- er p i to sell
in subparagraph (E); such equipwent to such Bell T

“(!)mmmm’o[percem:mn]w- Company which are comparabie ¢o the op-

cent of the equity of such whieh such Qompany provides

manufacturing
filiste shall be owned by Its affilisted Bel

Telephone Company and any affiHates of
that Bell Telephone
“(8) any debt incurred by fa

to its affiliates;

*(2) not subsidize its umnu!ncturlng affill-
ate with revenues from its regulated tele-
services; and

marmer that on de-
fault, to have reeo\usetot.he lmtao! its af.
fiitated Bell

hu.ﬁness.
“N6Ysuch mamriacturing affiiiate shall not
bemuhdumtemmmymm
- other aEiutes of #ts affiiinted Befl Tele-

-Fone Company;
~(F) ¥ .n mue of a Bell Tetephone
becomes sffiliated with a manu-
facturing entity, such affitiste shall be
m-.mmu! .mmeorum
Company within the
mummwswemym
the roguirements of this section; and
- g affillate shall
diserimination

make . or
self-preference «3 to price,

“(3) only purchase equipment from its
mnnulscturlnc affilinte at the open market

‘u:ABeH‘lblwhsm canunynndu:a!
{iliates may ion
with nny ol
ises

prem-
tons

during t.he design and develop-

thereaf
“(g) The Commisslon may prescribe such
additional rules and reguiations as the Com-
miszlon determines necessary $o carry out
nrovlnlom ©of this section.

rescri .
&hall have the same au-
thority, power, and functions with respect
to any Bed Telephone Company as the

Y, terrem,
or ocomdittems, to all ocal telephone ex-

cirange carriers, for use with the public tele-
any

eations egquipment menufactured by such

affiiiste wo tong w3 each such purchasing

C in and en-
forcing the provisions of this title with re-
spect to any common carrier subject to this

Act.
(1) The authority of the Commission to
tions to carry out this sec-
tion Isel‘teeuve on the date of enactment of

eotton. The C

carrier—

“(A)docs uot elther e
mrunicetions or haves
tming effSiste shich gmnufsctures tete-

or
“{B) agroes to meke svailable, to the Bell
Company affillated with such
manufacturing affifiate or any of the ottver
affillates of such Toonpany.) Oumm

By such carrier or by
any entity or organization with which sach
- carrier

fun
formstion with respect to the protocols and

turing in subeection (a) shall not
uke effect until regulations prescribed by
tiye Commission wnder subsections (¢), (d).

- and (¢) wre in effect.

{1} Wothing in this section shall prohibit
any Bell Tetephone Company {rom engag-
ing, divectiy or through any affiliate, in any
manufecturing activity in which any Com-
pany or affilinte was authorized to engage
on the date of enactment of this section.

(k) As used in this section:

(1) The term “affiliste’ means any organi-
zation or entity that, directly or indirectly.

user's ch without change In the form
or content of the information as sent and
recelved by mesans of an electromagnetic
tr 1 all Instru-
mentalities, facilities, apparatus, and sery-
ices (Including the collection, storage, for-
warding, switching, and delivery of such in-
formation) essential to such transmission.

“(¢1) The term ‘telscommunications equip-
ment’ means equipment, other than custom-
er premises equipment, used by s carrier to
provide telecommunieations services.

*(8) The term ‘telecommuniestions serv-
fce’ means the offering (or hire of teiecom-
munications fucilitieg, or
tions by means of such Ilcllms .

The PRESIDING OFFICER. Does
the Senator from South Dakota seek
recognition?

Mr. PRESSLER. Mr, President,
would like to speak briefly on this bill,
if 1 could?

The PRESIDING OFPICER. The
manager of the bill,

Mr. FORD. Mr. President, 1 do not
mind. It is a little bit out of otder to
speak on an amendment before the
bill has even been brought up, but 1
will be glad to yield to the Senator
from South Dakota, if he wishes to
proceed.

The PRESIDING OFFICER. The
Senator from Bouth Dakota is recog-
nized.

Mr. PRESSLER. Mr. President, as 1
mentioned esrlier, 1 am certainly not
going out of order in a way. Since the
Chamber is empty, I thought I might
use this opportunity to further speak
on the amendment 1 shall be offering.
which is of great importance to small.
independent telephone companies and
to rural cooperative companies.

A number of these small and rura!
telephone companies have contacted
me to express their concerns about
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-
being shut out of the process. The pur-
pose of the amendment to be offered
by myself and other Senators is to do
three things, which we feel would help
to correct this problem.

Our goal {s universal service, and
without universal servcie as a funda-
mental premise of our national tele-
communications policy, we In rural
and small city parts of the country
feel we may be left behind in the ad-
vancing tnformation age.

It has occurred to me that both our
inner cities and our sinall citles have
something in common. They are fre-
quently left out of the telecommunica-
tions advances. For example, only re-
cently was Washington, DC, wired for
cable TV, The same problem has been
true of rural areas and small cities and
towns,

The companfes that provide these
services want to provide them the very
affluent suburbs, the heavily populat-
ed suburbs, and everybody forgets
about the more difficult to serve areas.
In 1934 we d the C 1ication

CONGRESSIONAL RECORD — SENATE

ment to continue making telecom-
munications equipment avallable, in-
cluding software, to other local tele-
phone companies s0 long as reasonable
demand for it exists. I emphasige this
{s a reasonable demand. 8. 173 con-
tains no requirement to maintain
availability to satisfy the reasonable
continuing demand of other local tele-
phone companies.

Small and rural companies are eon
cerned that if the Bell

86913

which 1 hope my colleagues will join
me in supporting. This bill removes
the manufacturing restriction on the
regional Bell operating compantes im-
posed by the modification of final
judgment. Let me note at the onset
that this bill does not address the
other restrictions impoeed on the Bell
companies regarding information serv-
fces or long distance services.

Senator Hoirmes, chalrman of the

allowed into manufacturing, they
would be more likely to buy existing
manufscturing operations than start
new ones. This Is particularly true for
switch manufacturing.

The third area, and perhaps the
most important one, deals with joint
network planning, design, and oper-
ations, I might say, before going into
that, that the small and rural compa-
nies are also worried that a Bell com-
pany could acquire an existing manu.
facturer to change its product line to
meet Bell plans and needs and cease to

Act which established the concept of
universal service. To be consistent
with this concept, companies would
take some very rich routes, but they
would also take some very poor routes.
That I8 how we buliit our national com-
munications system.

S0 universal telephone servioe is
something that we are very, very con-
cerned about. This includes not only
telephone service but also service that
fiber optic cable will bring in the
future; also service to small-town hos-
pitals, to small-town libraries, to farms
and ranches so that they can partici-
pate In the information.

The manufacturing restriction relax-
ation envisaged in 8. 173 should be ac-
companied by some very clear lan-
guage protecting these smaller cities
and rural telephone providers.

As 1 have gald, our amendment
would require the Bell Company to
make software and telecommunications
equipment available to other local ex-
change carriers without discrimination
or self-preference. For example, a
small, independent company or a rural
telephone co-op might be sold a swm:h
or some other piece of tel

rt equipment and software in-
stalled by small companies. If that
software is not made available, a rural
company might have to choose be-
tween installing a costly new switch or
depriving its subscribers of new serv-
ices.

Fourth, our amendment would re-
quire the Bell companies, to engage, as
1 mentioned, in joint network planning
and design. This may be controversial
to some, but the small, independent
telephone companies and the tele-
phone cooperatives should be a part of
the planning process.

Some might ask, Why do we need
this provision? So that we do not have
the regional telephone companies just
dictating policy. 1 think our small com-
panies and co-ops, however, should be
at the table. Their voices need to be
heard. Otherwise, they will be forced
to do exactly what they are told, and
that is not in the public interest.

Small companies need a voice in the
process to -assure that the network is
designed, implemented, and operated
jointly by all. I have emphasized this
before. We have been in consultation
with many of the smaller telephone

tions equipment but then not be able
to buy the software necessary to up-
grade that equipment. They would be
at the complete mercy of the regional
Bell operating companies. That should
not be the case.

The bill, S. 173, requires Bell compa-
ny alfillates to make equipment avail-
able only to other local telephone
companies and only for use with the
public telecommunications network.
Other local telephone companies must
make Hlable any tel

and co-ops in preparing
these amendments.

So at the appropriate time I shall
offer these amendments, and I look
forward very much to the debate on
this bill.

Mr. President, I suggest the absence
of a8 quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. FORD. Mr, President, 1 ask

tions equipment they or any of Lhelr
affillates manufacture, to any Bell
company that sells them equipment
and to any of their affillates for any
use.

Second, our amendment, as 1 have
mentioned, would require the Bell
companies that manufacture equip-

that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. FORD. Mr. President, today the
Senate is considering S. 173, the Tele-
communications Equipment Research
and Manufacturing Competition Act
of 1891. This is an important bilt

Cc ce Committee Introduced 8.
173 on January 14, 1991, and it now
has 25 cosponsors. A hearing was held
on the bill on February 28 of this year.
8. 173 was approved overwhelmingly
by the Commerce Committee on
March 19, 1991, by a vote of 18 to 1.
During last Congress, a stmilar version
of this bill, 8. 1981, was also intro-
duced in May 1990 by Senator How-
ungs and two hearings were held on
the bill by the Commerce Committee.
8. 1981 was approved by the Com-
merce Committee on a voice vote.
Before I.describe this legislation in
more detail, I want to thank Senator
Howrings for this important legisla-
tion. The Senator from South Caroll-
na has worked very hard on this legis-
lation over the last 2 years. It is only
through his Initiative and leadership
that the dill has reached the floor of
the Benate. Ths work also has resulted
in the Inclusion of language to address
the concerns of this country’s commu-
nications workers—to promote the
manufacturing or telecommunications
equipment in the United States. I be-
lieve that this bill will be good for the
U.8. workers while at the same time
enhancing this country's international
competitive standing in the communi-

cations equipment market.
8. l'lapermlt.sthereelona.lnellop-
erating cture and

provide eommun!cadom equipment.
At the same time, 8. 173 recognizes
that the Bell companies continue to
occupy & dominant position in the
local telephone service. The bill thus
includes a variety of strong safeguards
to protect against cross-subsidization
and self-dealing. In conducting their
manufacturing activities the Bell com-
panies must comply with several safe-
guards, including the following:
RO JOINT MANUPACTURING

To prevent coliusion, the Bell com-
panies cannot manufacture in con-
junction with one another. The bill re-
quires that the Bell companies create
seven independent manufacturing en-
titles that will compete with each
other as well as with existing manu-
facturers.

SEPARATE AFFILIATRS )

The Bell fes must duct all
their manufacturing activities from
separate affiliates. The affiliate must
keep books of account for its manufac-
turing activities separate from the
telephone company and must file this
information publicly.
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WO SELP-DEALING .

mm the Bell company may not. per-
form sales, advertising, tion,"
production; or maintenance operations.

-for- its ‘affiliate; second, the Bell com-
pany -must provide other manufactur-
ers.an -opportunity to'sell to the tele-
phone -company .comparable to' that
which it provides to its own affiliate;
-third, a Bell company- may only
purchase equipment from its amnate
at. the open market price.
""", HO CROSS-SUBSIDIZATION

CONGRF.SSKONAL RECORD — SENATE

{ts lead as & manufacturer of advanced
telecommunications equipment. I urge
all of my collea.gues to support this
-legislation.

Mr. Pruident. 1 suggest the absence
of a quorum.

- The PRESIDING OFFICER. The’

clerk will call the roll,
- The legislative clerk proceeded to
call the roll.

Mr. METZENBAUM. Mr. President,
I ask’ unanimous consent that the
order for the quorum call be rescind-

- The Bell company is prohibited-from. ed.

Bubaldlz[nz its manufacturing oper-’
ations with revenues "from’ m u:le-
phone services.
s Dumﬁuovuﬂwonxmmmn oo

 The Bell company must file with the’
Federal Communications ' Commission
CPCC) full and complete information:
‘ concerning the telephone network: fm:-
- mediatély upon revealing any such in-
tot:matIon to lts ma.nutacturing affilf:’
a

-In-addition, Mr President, 8. 173 In-
cludes ‘4 compromise agreement - be-
tween the Bell companies and. the
Commurnications Workers of America
[CWAQ) regarding the d st

-The PRESIDING OFFICER (Mr.
Ross). Without objection, it is or-
dered.

Mr. METZENBAUM. Mr. mident
1 Hse .In open opposition to 8. 173. I

be making an extension statement
on this bill tomorrow, but today I
want to very briefly outline my posi-
‘tion on the bill.

8. 173 eliminates the manufacturing
restriction contained in the AT&T
consent decree. In itself, that is an ex-
traordinary step. The Congressional
Research Service has indicated that
the Senate has rarely, 1f ever, plece of

gislatlon that overrides an ongoing

manu-.
facturing provision. This compromise .
provision requires: First, that the Bell .
companies conduct all their manufac--
,turlng. ‘in the United States; and
" second, ‘that a ‘certain percentage. of -
the components they use be manufac-
tured in the United States. Both the
‘Bell companies and CWA support this
provlslon a.nd suppon 8.173.
leg!xlatlon i3 ¢titical
for & number of reasons: One of the
most important 18 international com-
petitiveness. The U.S. position in high-
technology industries is in decline on a
number.of fronts. U.8. research and
development expenditures as a per-
centage of GNP lag behind Japan and
West-Getmany, for instance. The Bell
' ool e3 spend far less of their reve-
.Ajnuaszqn_‘m than the average high -
“teshnology firm. .

:‘Theqreglonal Bell operating compa-
nles'p;vo tremendous assets and expe-
‘rlence that could benefit the U.8.
internitional competitive position sig-
- nigl , if they are allowed to man-
7 \ifature, - The- Bell earn

judicial consent decree.

The purpose of this legislation Is to
allow the Baby Bells to manufacture
the switches and transmission equip-
ment which are the backbone of their
local telephone monopolies. In my
view; the effect of this bill will be to

hurt consumers and reduce competi-
tion. -

-“Many people think this bill is just a
battle between AT&T and the Baby
Bells over market share in the equip-
ment market. If that were the case, I
would not be standing here on the
floor and I would not be standing on
the floor tomorrow. AT&T and the
Baby Bells are all big companies. They
can take care of themselves. But the
fact is that this issue is of critical im-
portance to anyone who pays-a tele-
phone bill every month.

Make no bones about it, this is & con-
sumer issue, History has demonstrated
that consumers get hurt whenever the
local phone monopolies can make.the
equipment which is used in their tele-

over $80 billlon ih annual revenues,
control over one-half the Natlon's’
‘entire-commurications assets; and pro-
;vide 80" percerit- of the Nation’s local -
ulephone service. ‘Lifting- the yhanu-
facturing restrictions. would-give the"
Bell 'amptnlu increased incentive
conduct ‘research and deveiobmt.. e
- their- researchers develop ' new: or:
cheaper product, they can profit from"
that research by bﬂnglng it to market.<
“The Bell companies also are likely to
- provide seed money to many small en-
trepreneurs who otherwise would seek
capital from foreign sources. -
. :In closing;, Mr. President, I' acaln
thank 8enator HowLings and ali of the:
bers af the C mmittee.
" for' thelr work on this *legislation.-
Today we- have before us legislation
that will help the United States regain

hone' networks. That is why AT&T
was broken up in the first place. The
Bell operating companies simply
bousht.“ equipment from their manu-

acturing affillates,- pald inflated

*prlws and- shifted excess costs on to

consumers, ‘and thie regulators were

go: powerless ‘to prevent such abuses. If

We pass this bill we will be inviting his-
-tory to repeat itself.- -
‘The .Bell's in¢entive and ablllty to
usé monoploy power in an anticon-
and antl itive manner
has not changed and the regulators’
ability to prevent such abuses has not
improved. That is why the antitrust
courts have continued to uphold the
manufacturing restriction, even as
they have loosened other parts of the
consent degree.
Bo this bill is all risk for consumers
and no benefit. The Bell monopolies

" the
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are the only partles that are sure to
benefit from this bill. There is nothing
In S. 173 for the consumers. That is
why every major consumer group in
the country, all the State utility con-
sumer advocates, and the AARP
oppose this legislation.

The reason our Halls around here
have been filled with Baby Bell lobby-
ists is they know they can make more
money if they can go into this related
activity of manufacturing, Today
there is a restriction. When and if this

. legislation becomes law, there will be

no such restriction. There will be some
limitations but they will not be suffi-

. clent to protect the consumer. And the

Baby Bells will again be In the posl-
tion that AT&T was In some years ago
before the matter was in the courts.

There are claimed safeguards in 8.
173 which the proponents claim will
prevent anticonsumer and anticom-
petitive abuses. I say to my colleagues
in the Senate, they simply will not be
effective. Have no question about it,
the suggested protections that are in
the bill will not protect the consumers
and will not keep the Baby Bells from
being able to go forward and manufac-
ture and pass on those costs to the
consumers.

I am frank to say 1 have drafted a
number of ainendments designed to
reduce the harm that would be caused
by this legislation. If those amend-
ments are not adopted, or to least a
substantial portton of them, then this
Senate will have passed a plece of leg-
islation that I belleve would be very
anticonsumer; that would cause tele-
phone rates to Increase in the years
ahead of us.

I hope when those amendments
come before the Senate the managers
of the bill will look at them, see
whether they are falr, see whether
there is equity, see whether it is just;
accept some of those amendments. I
do not think we can make a bad bill
into a good bill, but we certainly can
make this bill into a much better bill
than it is by aeceptlng some or all of
the d ts I will be p!

My colleagues should judze this bill
according to a simple standard. Based
upon our understanding of history,
monopoly behavior, and the effective-
ness of regulatory oversight in the
telephone industry, will this bill be of
benefit to both consumers and compe-
tition? I belleve the answer to that
question is no. And I urge my col-
leagues to opposelt:l:l bill and support

prandy

1 believe otherwise the American
consumer will once again bear the
burden, and the Bell operating compa-
nies will find themselves in the posi-
tion that AT&T was formerly in, and
they will adble to raise prices to the
American congumer. &co-
nomic times at present are not such
that that Is warranted.

1 yleld the floor.

e IDING OFFICER. Who
seeksy recognition?
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-

Mr. FORD. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. FORD. Mr. President, I ask
unanimous consent that the order for

CONGRESSIONAL RECORD — SENATE

cal development, sharpen the U.8.
competitive edge, incrense the liquidi-
ty of financial resources for use by
small communications manufacturers,
and enhance efficiency. 5. 173 accom-
plishes these feats without FPederal
funding, but rather by utilizing a tool
which is at the heart of the American

the quorum call be resci
The PRESIDING OF'FICER. With-
out objection, it is so ordered.
Mr. DOMINICL. Mr. President, the

d acy, the market gystem.
Mr. HATCH. Mr. President, 1 sup-
port enactment of 8. 173, the Telecom-
ications Equipment Research and

United States {8 witnessing the begin-
ning of & new era in telecommunica-
tions. Innovative technologies are
breaking into the market in & wide
range of areas from fiber optics to con-
sumer products. Yet, while the US.
communications industry is spending
more on research and development
than ever before, we lag behind other
leading nations In percentage terms.
Large European and Japanese firms
increased their research and develop-
ment spending by 25 percent last year,
while the United States’ leading com-
munications manufacturer has in-
creased Its spending by less than 6 per-
cent,

For the long-term best interest of
this Nation, it is critical that we loosen
the chains that currently bind region-
al Bell operating companies [RBOC's)
from investing in research and devel-
opment. Currently there {s little
market {ncentive for RBOC's to com-
pete In the research and design of new
telecommunications technologles al-
though they control more than half of
the industry resources. S. 173 is a sig-
nificant vehicle for directing valuable
telecommunications resources {nto
promoting U.S. competitiveness and

rade.

I would be remiss, however, if I
falled to comment on my opposition to
8 particular provision of S. 173 that I
believe is inconsistent with the intent
of the legislation as a whole. The do-
mestic manufacturing and content
grovislon. while admirable {n concept,

anticompetitive in practice. As the
consent decree that restricts the
RBOC’s from manufacturing commu-
nications equipment {llustrates, often
times, unnecessary protections become
{nefficient barriers.

By requiring the RBOC's to manu-
facture only in the United States, and
to use only component parts manufac-
tured here—subject to certain limited
exceptions—this provision of 8. 173 ge-
riously undermines our Natlon's fun-
damental goal of achleving free and
open trade iIn telecommunications
equipment markets both here and
abroad.

Additionally, enactment of the do-
mestic content requirements gives our
foreign trading partners a handy
excuse for closing the door on U.S.
manufactured goods, just when it has
{finally been opened. These provisions
will set a poor precedent for other na-
tions that look to the United States
for guidance on trade pollcy matters.

8. 173 offers a unigue opportunity to
create new jobs, stimulate technologi-

Manufacturing Competition Act of
1991.

I believe it iIs time for Congress to
assert its role in setting telecommuni-
cations policy for this nation. In doing
so, Congress should acknowledge the
impressive advances of the telecom-
munications industry in the last 10
years and assure that such technologi-
cal advances continue. The best way I
know how to achieve this goal fis
through competition.

The benefits of the AT&T divesti-
ture have Included, for example, the
ability of consumers to choose from
among several providers of long dis-
tance service. The divestiture has,
however, resulted in some problems.
One of these problems is that a signifi-
cant portion of the American telecom-
munications Industry is effectively
banned from contributing to the ad-
vance of technology. This ban is inhib-
iting the development of new services
by telephone compantes.

Mr. President, to an important
extent, the seven regional Bell operat-
ing companies have been forbidden
from competing in a number of mar-
kets. Whatever case may have existed
10 years ago for these lines of business
restrictions, it seems to me the com-
petitive nature of the industry today
has convincingly undermined the case
for some, if not all, of the restrictions.
8til], the restrictions remain. In this, I
share the frustration of the Bush ad-
ministration, which also supports re-
moval of the ban on the regional Bell
companies’ ability to engage in manu-
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ed in 1974. The Department of Justice
obtained provisions in the consent
decree banning the divested regional
Bell companies from manufacturing or
providing telecommunications equip-
ment and from manufacturing custom-
er premises equipment. The Justice
Department apparently feared that if
the regional Bell companies were al-
lowed to enter the manufacturing
fleld, they would discriminate against
other equipment manufacturers by
providing them poorer access to thelr
network and denying them informa-
tion about network changes. More-
over, there was concern that the re-
gional Bell companies would under-
price their manufacturer competitors
by overcharging ratepayers buying
local telephone services from their
regulated monopolies, and by using
that revenue to cross subsidize their
manufacturing activities.

Whatever the merits of this barrier
to market entry may have been in
1982—and the merits were doubiful
even then—changed circumstances
clearly call for-its removal today.

MARKETPLACE CHANGES

In 1982, one company made the vast
bulk of decisfons on purchasing tele-
communications equipment. Now,
seven regional Bell companies and pri-
vate buyers and carriers not delivering
local exchange service also buy large
amounts of telecommunications equip-
ment.

Moreover, there are many other sup-
pliers of telecommunications equip-
ment to these regional Bell companies
and the other buyers of such equip-
ment. No one regional Bell company's
purchases are likely to be anticompet!-
tive. We-have vigorous competition {n
equipment markets, including large
companies that have the advantage of
economies of scale and scope. Why
keep these seven regional Bell compa-
nles out of the market?

As Assistant Attorney General for
Antitrust, James Rill mld in a May 31,

facturing. 1981, written sta to the 8
As a result of this ban: .Judiclary Committee:
American tel tcations R 1 of the facturing restriction

search and development has been
slowed;

Innovation has been retarded, and
American businesses Interested in
working with the regional Bell compa-
nies—businesses now able to work with
and receive funding from foreign com-
panies—are geverely hamstrung In
their ability to do so.

in all probablity will have significant pro-
competitive benefits. It ts critical that the

rapid technological changes that affect this
industry. It laweurecombed that the {re- .
glonal Bell ) would be .
competitors in the telecommunications
equipment market, and they would be ex-

" pected to spply their considerable expertise

and ef! of n

8. 173 will inject more {tion

tive

into the marketplace by per

the regional Bell companies to enter
the manufacturing field. This . b
cleared the Commerce Committee
with overwhelming bipartisan support,
18 to 1. I commend Senators HoLLInGs
and DANFORTH, chairman and ranking
Republican, for their leadership in
this matter.

in the
(othabmeﬂtolmneﬂun
] ‘of the

restriction wou)d permit the {regional Bdl
companies) to design or work more closely
with 1 1 to design
equipment to best meet thelr own needs and
those of other carriers and customers. This
fn tum would facilitate the efficient devel.
Dew Berv-
lcu—apeclan.v exchange services Lo support
the information service markets.

THE NEXD FOR 8. 113—CHANGED

AT&T was broken up by the 1982
consent decree entered in the Depart-
ment of Justice's antitrust case initiat-

R ] of the ing restriction
also would permit elimination of the current
walver process under the AT&T decree for
such activitles. That process currently
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qq;w;. deters or frustrates outright the pro-
new §

dens on Lhe lndun.ry the Department, the

courts and the American public.
In light of -the. potential for significant

the (recionu Bell eomp;nlest}’ of .
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. forts, & problem other American entre-

preneurs also face. Adtran’s 50 prod-

‘uct design engineers are not able to

communicate freely with the regional
Bell companies in order to design
t to meet thelr needs. Yet,

competitive benefits If the (. Bell
companies] are pennlttcd w enter telecom-
munications prem-

Adtrnn is able to work with its other

ises ‘equipment markets n.nd the a.bscnce of
. ficant risk of anticompetitive abuses,
the administration belleves that the manu-
¢ restrictions should be eliminated
uiqon as possible,

U+ CURRRNT BAN'S ADVERSE IMPACT ON R&D;

AMERICAN COMPANIES -

© M., President this bill has been de~

.scrlbed by some opponents ag nntl-

ding foreign custom-
ers, and. recelve research and develop-
ment funds from them, in order to
meet ' their equipment needs. Mr.
Smith noted that the regional Bell
companies, his biggest group of cus-
tomers, “are having difficulty in en-
suring the timely introduction of new
technology ln dlgit.al services for busi-
ness - '

oonsumer. -1 bell more
in 'the s 1

. l:urlnc !leld Is proeons&mer I draw my
: th

. of “the Depan.mem of - Commerce
. befere -the. Commerce Committee in
. support of the removal of the manu-

asturing restrictions. There, the De-

: panmem of Commerce stated:

Elimf of the ¢ ri

restric-

: t.lon will- help promote increased ‘telecom-
‘- munications R&!

D in this country, and it
should also have an impact on related infra-

. structure development. A 1989 National

.Telegommunications and Information Ad-
AAAAA study ' found this restriction
haippers R&D, not only for the Bell compa-

. nles themselves, but also-for other entities

desiring to work with the Bell companies to

manufacture telecommunications -equip-

ment. The restriction has impaired both the

. zce at which innovations are being brought

the market and the overall cost of that

_ Mr. President, this impairment of re-
see.rch and development activity hurts

- onsumers by slowing down Innovation

increasing the cost of new prod-
ticta and services when they are devel-

' oped. It ‘also harms America's global

-"source of *
. mnulmurlnx companies, and also to em.er

-dlsital doop transmission - equlpmenp

it As the

ce De-

_partment testified:

L UB. could be d by

& 179 WILL rosm INNOVATION POR PERSONS
WITH DISABILITIES

- In addition, Mr. President, with re-

spect to fostering innovation, let me

note that the Americans With Disabil-

:ities Act is a broad mandate for access

for persons with disabilities. In the
telephone context, however, it only
does 50 in a minimum way. ADA man-
dates the use of intrastate and inter-
state dual-party relay systems utilizing
operators to translate text from tele-
communication devices for the deaf,
TDD'’s, to voice and vice versa to allow
a TDD user to converse with a user of

a standard telephone. Unleashing the ~

regional Bells would spur innovation
generally, including the design and de-
velopment of services for persons with

disabilities. What form might these in. -

novations take? The best way to find
out is by letting the regional Bell com-
panies into the manufacturing market.
Let me cite, however, the May 21,
1991, statement- of Deborah Kaplan,
director of the Technology Policy Di-

- vislon of the World Institute on Dis-

ability:
‘There 13 no technical reason that the net-

worku of the future cannot be designed with.

the Bell to serve a3 @

" capital for smaller U.S.

Joint fs
In some cases, entrepreneurial U.8. compa-
nles hnemdwmmw(orelm ﬂrmaun

: source of funding or expertise.

- The testimony of Mark C. Smlth

. presldent and CEO-of Adtran, Inc
before the Senate Judiclary C

e curb cuts,” features that permit
use by everyone including persons with dis-
abilities. These design features would allow
voice output or voice synthesis for people
who cannot read enlargeable text, both
visual and - auditory prompts. multiple
modes of input to accommodate people with
limited or no dexterity, variable speed com-
mand and control systems, and variable
sound output to accommodate people with
hearing tmpairments.

tee, is Instructive in this regard and

* gives life to the poinits made by the ad-
ministration. - Mr. -

- 8mith's - company

’ hu over-200 employees in Huntsville,
AL -Adtran

desighs and manufactures

: for telephone companies. -

.t;:tuurl.nahanlmposedon the regional-

th’ testified that the manu-
companies, “as currently inter-

" preted, - weakens ‘both my (reglonal

company] customer base as well

fon of these features as
standard user optlons will mult in many

and | for the
public at large, just as with the original
{sidewalk] curb cuta. Just as curb cuts made
life easier for far moye than the wheelchalr
riders who pressed for them, this kind of
network flexibility will produce all kinds of

- beneflts for the publlc at large.

It {5 no surprise that Ms. Kaplan en-
dorsed 8. 173 beécause increasing com-
petition will foster innovation and fur-
ther the interests of the large market

Béll

as their ability to their
needs. The ban reduces competition by
removing the normal free flow of in-
formation between the sémall entrepre-
neur looking for the unfulfilled needs
of -his 8.” The regional Bell
companieés really cannot contribute to
Adtran's research and development ef-

.ties.

isting of Americans with disabil-

PEAR OF CROSS-8UBSIDIZATION AND
DISCRIMINATION MISPLACED

- Finally, Mr. President, I belleve the

fears that the regional Bell companles
will abuse thelr entry into the manu-
facturing field are milsplaced. I have
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already mentioned the competitive
nature of that market.
Let me also note that the antitrust

-laws will still apply to the regional

Bells in their manufacturing capac-
ities—with both private scrutiny by
competitors and Government scrutiny
as well.

Let me respond to the concern that
the regional Bell companfes will use
rates pald by users of their local tele-
phone monopolies in their manufac-
turing activities. While Federal and
State oversight is never 100 percent
perfect, 1 respectfully submit that
such concern Is much overstated. It is
the mission of regulatory sgencies to
keep telephone rates low. They closely
scrutinize rate increase requests and
efforts to attribute costs from unregu-
lated activities to the rates pald by
local lelephone users. Moreover. as
Federal Ci ions C
Chalrman Alfred Sikes and Asslstant
Attorney General Rill have testified,
the FCC has improved rules pertain-
ing to cost accounting and allocation
that should check the regional Bell
companies if they seek to undertake
anticompetitive cross subsidies of thelr
unregulated manufacturing activitles
with local telephone ratepayer fees.

Similarly, I respectfully submit that
the concern that a regional Bell com-
pany may buy inferior equipment or
pay inflated costs to {ts manufacturing
affiliates is unlikely to be -realized.
Current FCC regulations, for example,
govern such affiliate transactions.
Federal and State regulators can deny
excessive equipment costs. -

‘The concern that a regional Bell
company might impede competition by
keeping information about local net-

- work exchanges from competitor man-

ufacturers is met by FCC rules requir-
ing timely disclosure of network
design information. Further, current
manufacturers of telecommunications
equipment are already key actors in
the deslgn of regional Bell networks.
They will likely be aware of planned
changes in any event. Of course, & re-
glonal Bell company is likely to pur-
chase at least some of its own manu-
facturing products. Such partial verti-
cal integration occurs in many Indus-
tries and generally fosters competi-
tion.

The bill contalns even more safe-
guards. For example, the bill precludes
one regional Bell company from en-
gaging in manufacturing with another
regional Bell company. Further, a re-
gional Bell company must perform

- any manufacturing through a separate

affiliate and may not engage in any
sales, specific advertising, installation.
and similar functions for the manufac-
turing affiiiate. Indeed, the Bush ad-
ministration feels the bill's safeguards
go too far.
CONCLUSION

1 urge my colleagues to open the
door to further competition by sup-
fonlns 8. 173 and removing the manu-

acturing ban imposed on the seven re-
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gional™ Bell companies. Let's help
American companies {nnovate and
compete in world markets.

MORNING BUSINESS
Mr. FORD. Mr. President, 1 ask
_unanimous consent that there be a
period for morning business, with Sen-
ators permitted to speak therein.
The PRESIDING OFFICER. With-
out objectfon, it is so ordered.

MESSAGES FROM THE
PRESIDENT
Messages from the President of the
United States were communicated to
the Senate by Mr. McCathran. one of
his secretaries.

EXECUTIVE MESSAGES
REFERRED

As in executlve session the Presiding
Officer laid before the Senate mes-
sages from the President of the United
States submitting sundry nominations
which were referred to the approprl-
ate committees.

(The nominations received today are
printed at the end of the Senate pro-
ceedings.)

WAiVER OF CERTAIN SECTIONS
OF THE TRADE ACT—-MESSAGE
FROM THE PRESIDENT—PM 53

The PRESIDING OFFICER laid
before the Senate the following mes-
sage from: the President of the United
States, together with accompanying
papers; which was referred to Lhe
Committee on Finance:

To the Congress of the United States:

1 hereby transmit the documents re-
ferred to in subsection 402(dX1) of the
Trade Act of 1974, as amended (19
U.8.C. 2432(8)1)) (“the Act™), with re-
spect to a further extension of the au-.
thority to walve subsections (a) and
(b) of section 402 of the Act. These
documents continue in effect this
walver authority for a further 12.
month period.

I include as part of these documents
my determination that further exten.
slon of the waiver authority will sub-
stantially promote the objectives of
section 402. I also include my determi-
nation that continuation of the waiv-
ers applicable to the Republic of Bul-
garla, the Czech and Slovak PFederal
Republic, the Soviet Union, and the
Mongolian People’s Republic will sub-
stantially promote the objectives of
section 402. The attached documents
also iInclude my reasons for recom.
mending the extension of the walver
authority, and for my determination
that continuation of the walvers cur-
rently in effect for the Republic of
Bulgaria, the Czech and Slovak Feder-
al Republic, the Soviet Unlon, and the
Mongolian People’s Republic will sub-
stantially promote the objectives of
section 402. My determination with re-
spect to the walver applicable to the
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People’s Republic of China and the
reasons therefor is transmitted sepa-
rately. -

I note that the extension of the
walver applicable to the Soviet Union
will apply to Estonia, Latvia, and Lith-
uania. This In no way affects the long-
standing U.S. policy of not recugnizing
the forcible incorporation of Estonia,
Latvia, and Lithuania i{nto the Soviet
Unlon or our support for the right of
the Baltic States to reclaim thelr inde-
pendence.

i GEORGE BUSH.
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MESSAGES FROM THE HOUSE
RECEIVED DURING ADJOURN-
MENT

ENROLLED BILL SIGNED

Under the authority of the order of
the Senate of January 3, 1991, the Sec-
retary of the Senate, on May 24, 1991,
during the adjournment of the Senate,
received a message from the House of
Representatives announcing that the
Speaker has signed the following en-
rolled bill:

H.R. 2127. An act to amend the Rehabill-
tatlon Act of 1975 to extend the programs
of such act, and for other purposes.

Under the authority of the order of
the Senate of January 3, 1991, the bill
was signed on May 24, 1991, during the
adjournment of the Senate, by the
President pro tempore (Mr. Byrp).

ENROLLED BILLS SIGNED

Under the authority of the order of
the Senate of January 3, 1991, the Sec-
retary of the Senate, on May 30, 1881,

during the adjournment of the Senate,.

received a message from the House of

Representatives announcing that the -

Speaker has signed the following en-
rolled bills:

H.R. 232. An act to amend title 38, United
States Code, with respect. to veterans pro-
grams for housing and memorial affairs,
and for other purposes;

H.R. 831. An act to designate the Qwens
Finance Station of the United States Postal
Service in Cleveland, Ohlo, as the “Jesse
Owens Building of the United States Postal
Service”; and

H.R. 2251. An act making dire emergency
supplemental appropriations from contribu-
tlons of forelgn government and/or interest
for humanitarian assistance to refugees and
displaced persons in and around lraq as &
result of the recent invasion of Kuwait and
for peacekeeping activitles, and for other
urgent needs for the fiscal year ending Sep-
tember 30, 1991, and for other purposes.

The enrolled bills were subsequently
signed on today, June 3, 1991, by the
Acting President pro tempore [Mr.
Forpl.

MEASURES PLACED ON THE
CALENDAR

The following bills were read the
second time, and placed on the calen-
dar:

H.R. 7. An act to amend title 18, Unlzed
States Code, to require a waiting period
before the purchase of a handgun; and

8. 1151. A bill to restore an enforceable
Federal death penalty, to curb the abuse of

S6917

habeas corpus, to reform the exclusionary
rule, to
firearms, to protect witnesses and other pu
ticipants In the criminal justice system from.
violence and intimidation, to address the
problem of gangs and serious juvenile of-
fenders, to combat terrorism, to combat
sexual violence and child abuse, to provide
for drug testing of offenders in the criminal
Justice process, to secure the right of victims
nnd defendents to equal justice without

to race or color, to enhance the
r(ghts of crime victims, and for other pur-
poses.

CUTIVE AND OTHER
COMMUNICATIONS

The following communications were
laid before the Senate, together with
accompanying papers, reports, and
documents, which were referred as in-
dicated:

EC-1277 A communication from the Ad-
ministrator of the Environmental Protec-
tion Agency, transmitting a draft of pro-
posed legislation to amend and extend the
Pederal Insecticide, Fungicide, and Rodent!-
cide Act, as amended, for two years; to the
Committee on Agriculture, Nutrition, and
Forestry

EC-1278. A communication from the Ad
ministrator of the Environmental Protec-
tion Agency, transmitting s draft of pro-
posed leﬁlslauon ‘to amend the Federal In-

P and R Act to
provide for the collection of certain fees by
the U.S. Environmental Protection Agency'
to the Committee on Agriculture, Nutrition,
and Forestry.

EC-1279. A communication from the As-
sistant | Secretary of Ameuh.ure (Sclenz

and ), tr
law, the 1989 annual repon on the Food and
Agricultural Sciences; to the Committee on
Agriculture, Nutrition, and Forestry.

EC-1280. A communication from the
Comptroller General of the United States,
transmitting, pursuant to law, a report on
the President's third special impoundment
message for fiscal year 1991; pursuant to the
order of January 30, 1975, as modified on
April 11, 1986, referred jointly to the Com-
mittee on Appropriations, the Committee
on the Budget, the Committee on Armed
Services, and the Committee on Foreign Re-
lations.

EC-1281. A communication from the As-
gistant Secretary of the Army (Manpower
and Reserve Affairs), transmitting a draft of
proposed legislation to amend titles 10, 14,
and 37. United States Code, relating to the
promotion, separation, and mandatory re-
tirement of warrant officers of the armed
forces, to establish the grade chief warrant
officer, W-8, and for other purposes; to the
Committee on Armed Services,

EC-1282. A communication from the First
Vice President and Vice Chairman of the
Export-Import Bank of the United States,
transmitting, pursuant to law, a report with
respect to s transaction involving United
States exports to the Republic of Indonesia;
to the Committee on Banking, Housing. and
Urban Affairs.

EC-1283. A communication from the Sec-
retary of Housing and Urban Development,
trangmitting, pursuant to law, the annual
report on the Congregate Housing Services
Program for calendar year 1989; to the
Committee on Banking, Housing, and Urban
Affairs,

EC-XzM A communluﬂon from the

of. the Com-
to law, cer-
d by the

tain legislative pr 1s
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To be spoken—
Thst this nation uader God
8hall have a new birth of freedom
And that govenment, of the people
By the people, and for the people
8hall not perish from the earth
We just want to say thank you
For we can hold our heads up high
Yes you have brought us all together
Under one big sky

‘We thank you Norm and Colin
You showed our nations pride
That we will nu remember, untfl the day we

SOIetnnx. . . God Bless America

A COMMUNICATION TO THE

PREBIDENT OF NICARAGUA
Mr. McCAIN. Mr. President, today
Senators Dore, Kasten, MACK, CRAIG,
DvureNBERGER, SMITH, SYMMS, HATCH,
and I sent a letter to the President of
Nicaragua, Dona Violeta Barrios de
Chamorro. We wrote to inform Presi-

dent Chamorro of our concern over
her government's recently concluded
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ment's Image with members of the United
States

8incerely,

John Robert Kasten, Larry
Cralg. Roben Smith, Orrin Hatch,
Roben Dale, Connie Mack, David
ur Steven

CONCLUSION OF MORNING
BUSINESS :

The PRESIDING OFFICER (Mr.
LIEBERMAN). Under the previous order,
the hour of 11 am. having arrived,
morning business is now closed.

TELECOMMUNICATIONS EQUIP-
RESEARCH

MENT AND MANU-
EgI'URINO COMPETITION

The PRESIDING OFFICER. The
clerk will report the pending business.
The legislative clerk read as follows:
A bfil (S, 173) to permit the Bell Tele-
mne Co. to oonduct research on, design,

ure t

contractual arrangement
Reichler and Soble, attorneys at law.

I ask unanimous consent that the
letter be made a part of the RECORD
following the conclusion of my re-
marks. .

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

U.8. 8zmare,
Washington, DC, May 24, 1981.
Her Excellency Doxa VioLETA BaRrios nx
Cnam

GRRO,
Pruiden!. Republic of Nicaragua.
Presipner: We have recent-
ly been (nformed that the Nicaraguan Min-
istry for the Presidency has concluded a
with Reichler and Soble, At!
at Law for the expressed purpose of repre-
senting Nicaragua’s position on the civil war
In El Salvador to members of the United
States Congress. As members of Congress,
we wish to make clear how disturbed we are
that the freely elected government of Nica-
ragua would seek the services of Mr. Paul
Reichler, principal partoer of Relehler and
Soble, and formerly the de facto spokezman
of the Sandinista National Liberation Pront.

We are among the most faithful support-
ers of NI democracy. For many
years. In a variety of public fora, our sup-
port of Nicaraguan as well as our
personal support for you, required us to
endure Mr. Relchler's unswerving defense of
the Sandinistas’ brutal repression of the
cause for which you have dedicated your
life. We are gravely disappointed that your
government would now engage Mr. Reichler
to represent to us your position on the ques-
tion of E] Salvador.,

Of all the issues of mutun.l interest to the
United States. and N we cannot
think of one where Mr. Reschle.r would be o
less credible
that Mr. Reichler has the rlght to represent
your government, and that your govern-
ment bes the right to employ Mr. Relchler.
We do not wish to interfere In the sovereign
affalrs of your country.

However, as your supporters, we feel
obliged to advise you that, at a time when
you are seeking additional economic assist-
ance from the United States, Mr. Reichler’s
representation of your government wil)
harm rather than enhance your govern-

with -

tions and for other purposes.

The Senate resumed consideration
of the bill.

Mr. HOLLINGS. Mr. Presgident, let
me first thank my distinguished col-
league, the senfor Scnator from Ken-
tucky, Senator Forp, & very able
member of our committee who took
the floor in presenting this measure
on yesterday. We appreciate his strong
statement and understanding of the
{ssue at hand and his tremendous help
on yesterday in presenting it to the
Senate.

I rise today to speak in favor of 8.
173, the Telecommunications Equip-
ment Research and Manufacturing
Competition Act. This legislation i3 es-
sential to the future competitiveness
and economic security of the United
States.

Mr. President, that is not a light
statement. We have tried this ap-
proach of restrictions and often it is
that we in the U.8. Congress think
that when we get the domestic crowd
controlled and restricted that we have
control. We are not in control at all.
And it becomes more and more dra-
matically demonstrated each day that
passes.

-1 want to emphasize this to bring

into focus the particular issue at hand
because we are not running pell mell
for a monopoly. In essence, we are
going to be really struggling with the
varfous amendments of a monopoly;
namely, AT&T, which has been the
principal opponent. They have a good
deal going. They have long distance,
almost exclusively.

What they do is, they manufacture
and they deal with themselves, and all
these amendments about seif-dealing,
all these amendments about content
and varfous other things do not apply
to them at all. And all the concerns of
my consumer friends about the ad-
verse effect if this bill passes on con-
sumers has not occurred, of course,
with AT&T and long distance rates
which are regulated both at the Feder-
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al and State level, obviously regulated
at the State level in the main and at
the Federal level for the regional Bell
operating companies.

But more than that, there. is a tre.

ition, if you
watch these Bell Cos. compete against
each other. If I could, I would have
changed the name of the Bell Cos.’ to
the Different Other Cos.’ Let one be
Bell and another one be Horn, and
every instrument in the band, and call
one the Drum Co. and one the Saxo-
phone Co., to get the mentality of the
U8, Congress changed to the particu-
lar issue at hand.

We have tr d compe
going on. 8o much so, that with all $80
billion in the revenues of the seven op-
erating companies, they go pell mell
overseas, investing like gang busters,
buying up New Zealand, buylng up
Mexico, buying up Argentina. They
are putting in optic fiber from Moscow
to Tokyo, and cellular phones in down-
town Hungary.

And we are sitting back here in the
U.8. Benate, saying, We are in charge,
we know what we are dolng and we
have control .of the market. No,

_market forces operate.

I had that debate here only Iast
week with respect to fast track. And 1t
was very difficult to get that fdea
throygh everybody’s mind. As long as
they understand that the Government
1s the most important element in that
market force in international compett-
tion. Damestic content, for example.
There will be many, many amend-
ments made about domestio content.
And we are forced, under the circum-
stances, on the one hand to meet that
kind of competition.

They have domestic content in the
home countries of all these foreign en-
tities dolng business in the United
States. They have the domestic con-
tent provisions there. On fast track
most people, as 8 result of the diligent
work by the White House over a 7- to
8-month period, came with mind sets
to this floor and they did not under-
stand that what we had, in essence,
was not a debate about free trade but
fee trade. The fees are being pald as I
am talking about free Mexico. And the
foreign entities are moving in and
paytng'.hefee&nhanaweptedpro-

Wehnvea: 1gn Corrupt Pract!
Act. But that {5 the rule of the game.
If you are & member of the Diet, you
not only get your stipend, you have
three or four companies that pay you
on the side. That {3 not a Congress.
Americans think everybody s Just like
us. You have to pay the mordida, in
downtown Mexico now. And they are
all doing it and they gre all locating
there. We are not losing jobs, we are
losing entire industries. It was not free
trade, {t was fee trade. And all the re-
ports said the little SBouth Carolina
Senator was worried about his textiles.

That worry s practically gone. We
have passed the textile bill four br five

HeinOnline -- 6 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of

1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act S6959 1997



S 6960

times and it has been vetoed each
time. And we still strugsgle along.
Learning from that experience, 1
think it i8 very important, in this par-
ticular measure, to bring right into
shairp focus what the situation is. The
situation s, due to a consent decree
back in 1984, the divestiture of Ameri-
can Telephone & Telegraph, we had
elght companies, seven Bells and
AT&T, and all were separated out
%d:r a modified final judgment, the

It is very Interesting to note, that
AT&T at that particular time sald
they did not want to have any restric-
tions on any of the companies. I quote
the AT&T general counsel. I also have
& statement of Charlie Brown, the
chalrmn.n of AT&T at the time:

am against restrictions. I will be happy if
nobody is restricted on anything. After this
divestiture occurs, let the regional Bell Op-
erating Cos. do what they want.

Well, the Justice Department did
not agree with that. They had misgiv-

" ings on antitrust, and they forbade the
seven operating companies to get into
rmation services, into long dis-
- tanpe, and into manufacturing. This
«ill, 8. 173, has no concern with infor-
mation services and long distance.
-Long distance is out there and being
operated and there is no petition or
desire to get into that. Information
services would be too complex and I do
not think we would advance very far
in all reality. But in manufacture, this
. Senator, and many of our other col-
leagues in the body, are very much
concerned about the ineffectiveness, in
fact, the reverse effect of this legisla-
tion on our economy, our investment,
olr- research, our development—our
remaining on the cutting edge of com-
munications technology.

If you cannot make money out of it,

. then why invest in it and why not go
to New Zealand, and go down to Ar-
gentina, and go down to Mexico, and
‘g0 anywhere else? After all, you have

stockholders and they are looking for .

returns, You want to be a forward-
looking .executive, a corporate head,
and you want to make sure you get the
best returns. And it is mandatory you
do 80 in order to keep your rates down.
80 that is what we are doing.

* Here is an entity; namely the U.B.
Senate, with a Budget Committee and
PFinance Committee doing this, while

the competition down in Mexico on fee

trade already, investing $1 billlon,

Nissan announced; $1.5 billlon for

Volkswagen, $400 milljon from Hyun-

dal—you can go right on down the list.

Corporate America is on its financial
heels. They are not investing. They

are overextended at this particular

moment,:

Here we have some of the strongest

- corporate entities, finanectally strong,
with- money' to invest, that are being

forbidden to do so0 by a rather fanciful

restriction that has not proved out. It

‘cannot. be restricted because others
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are coming in here and taking over the
market, buying up the companies, ad-
vancing in the technology because
they can do the research—we cannot
do the research and development—and
literally taking the remaining thing we
have left with respect to our technolo-

BY.

At least the Senators can concen-
trate on one. They cannot seem to get
the broad picture of international
trade. Let us hope they can get at

~least a picture with respect to commu-

nications technology. communications
trade, communications manufacture,
research and development, and keep-
ing America strong; and, yes, keeping
the consumers properly serviced with
the advanced technology.

This bill 1s not against the consum-
ers, a8 they are going to try to charge
in some of these amendments. This is
a proconsumer bill i{f there ever was
one, if we want to really satisfy the
consumers as they watch these other
developments in France and every-
where else tie these things in and
wonder why.

It i3 like our late friend, Senator
Robert Kennedy sald, “Some men see
things as they are and wonder why, I
see things that never were, and ask
why not.”

Here we are going out of business be-
cause of this restriction enforced by
the Justice Depdrtment, in the origi-
nal instance now, has gone by the
board. The foreign entities have gone
around the end. And it is not a small
advance. I want the colleagues to un-
derstand. Here are the companies with
home markets which have domestic
glolx.xtent provisions, with financing and

We know the cartel provisions in
Japan and the government-supports in
all these other countries. They do not
have a Glass-Steagall Act In Germany.
The bank can be part of the business.
The business i3 part of the bank. And
we are losing construction contracts
the world around.

Similarly, the alrcraft industry Is
learning what France and the rest of
them do over there, and the Europe-

ans. EEC 1992, Incidentally, is not or-.

chestrating and organizing for free
trade, they are organizing for the
trade battle. As we are sitting back
here, fat and happy, and dumb to
boot, here is exactly what is going on.

I will take a little time of the Senate
because this i{s the alarm that sounded
to me when 1 realized how pervasive
the invasion and takeover of our com-
munications industry Iin America is,
almost llke fleas on a dog: Hitachi,
Japan, manufacturing computers and

ications t in nu-
merous facilities around the country.
In April 1990, Hitachl announced their
intention to acquire the U.S. computer
peripheral maker, data products, for
$160 million.

Matsushita operates eight plants in
the United States. It expects to add
.more. It opened a seventh research
laboratory in September of 1980 to de-
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velop alrline passenger information
and communications equipment. The
ruling of Judge Greene, who has been
administering this modified final judg-
ment, has been interpreted on numer-
ous petitions that we have made
before the judge, to forbid, in reality,
any research work.

Because if you do it. you can com-
bine with some entity outside, but
then you cannot test it, and whoever Is
doing the research wark you cannot
tell them why it did not test good, It
was faulty, and they have to guess
again and come back again. Of course,
industry and business are too dynamic
to put up with that nonsense, and
they just do not have research.

So the research moneys are coming
right In here from the foreign entitles
who are taking over. Fufitsu has a
commitment and they capture a share
of the U.S. digital central office switch
terminal equipment market. They
have developed a switch and advanced
broad band capablilities. They want a
10-year, $17 million contract with the
Telecommunications System of Cali-
fornia, in Fresno. They have six re-
search and development centers as
well as manufacturing facilities in the
United States. They have an $80 mil-
lion telecommunications plant in Rich-
ardson, TX. Fujitsu North American
Communications Manufacturing Oper-
ations will employ up to 4,500 by the
year 2000, and they want to increase
the product demand in the United
States from 20 percent to §0 percent.

1 ask unanimous consent, Mr. Presi-
dent, to print this summary of forelgn
investment and control in the REcorp.

There being no objection, the mate-
rial was ordered to be printed in the
Rrconp, as follows:

FOREICN COMPANIES ARE DOTNG WHAT
AMERICAN COMPANIES CANNOT

Examples of forelgn actlvity in U.S. mar-
kets closed to the Bell Holding Companies
by the MFJ restrictions:

i (Japan), is ting strategy
designed to significantly increase Its infor-
mation systems manufacturing base in the
US. Is mmnﬂcturlnx computers and tele-
t in several facili-
ties arcund the country, and has plans to
begin extensive research and development
activity by 1990s. In April 1990, announced
intention to acquire U.S. computer periph-
enl maker Dataproducts for $160 milllon.

(Japan), eight planta
ln the U.8. and expects to add more. Since
1983, has developed/lcqulreg U.B. {acilities
o ‘mobile teleph

pagers, and
Opened seventh U.8. research laboratory in
Beptember 1090 to develop airline passenger
information and communications equip-
ment. Other facilities are conducting re-
search in areas such as speech recognition
and synthesis, digital image processing and
high density data recording, communica-
tions and high
definition television.

Fujitsu (Japan), has recently made com-
mitment to capture share of U.S, digital
central office switch and ISDN te
equipment market. Has been Us.
trials on terminal equittuent since 1988 and
purchased U.S. computer peripheral maker
Intelligent Storage in 1988. A Fujitsu digital

-
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switching system is currently undergoing
beta testing for U.S. market compallbﬂlly
Aiming for Bell operating
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ber 1990, d plans to double

science, areas that are the foundat!

of ad-
vanced Facill-

in the ISDN and post-ISDN marketplace,
Fujltsu has developed switch with advanced
broadband capabilities. Fujitsu recently won
8 10-year, $17 million contract to build inte-
grated telecommunication system for Call-
fornia State University at Fresno.

Fujitsu has six research and development
centers as well as communications equip-
ment menufacturing facllities In the U.S.
Began construction in Fall 1989 of $80 mil-
lon telecommunications plant tn Richard-
son, Texas scheduled for completion in
1992. New plant will be base for all Fujitsu
North America’s cominunications eqQuip-
ment manufecturing operations: will employ
up to 4.500 by year 2000. Fujitsu wants to
Increase Its product demand in U.8. from 20
percent to 80 percent by 1092. Company Is
also considering entering U.S. market for
UNIX-based software applications: tenta-
tvely plans to open soltware development
center In U.8. by mid-1991. Fujitsu Is report-
edly among several companies negotlating
with AT&T to acquire minority stake in
Cnix Systems Laborrtories, AT&T subsidi-
ary that develops Unix computer operating
Systems and software.

Nippon Trelegraph & Telephone (Japan),
Japan's domestic lelephone company, &an-
nuounced itk entrance into rapidly growing
$40 billlon U.8. data communications serv.
iérs market in February 1990. Subsidiary,
NTT Data Comununications Systems Corpo-
ration. has opened offices in Jersey City,
NJ initial target will be Japanese compa-
nics doing business in U.S.; future targets
are likely to be U.S. companies. NTT Data
will data tr {acilitles,
office phone systeria, and deveiop priube
data network software for

ty ts d to employ nbout. 100 persons,
about half ol whom will be researchers; sev-
eral scientists already hired were previously
with AT&T's Bell Laba.

Kokusai Denshin Denwa (Japan), estab-
lished first U.8. subsidiary to market tele-
communications products and services to
Anerican {irms in Fall 1989. In addit!

annual output at its Georgia plant to 40,000
mobile phones by March 1992

Stemens AQ (W. Germany), has launched
concerted effort to Increase {ts presence in
U.8. by acquiring over 30 U.8. companies. Is
conceritrating on five high-growth areas:
factory office !.ele-

medical

seeking new business, KDD America will co-

and di L e Major

ordinate operations of Telch Interna-
tional, New York-based firm of which KDD
is 1argest shareholder with 23 percent. Tele-

deals: P
Interest in GTE's Communication Systems’
Transmisgion Product Division (1986); ac-.
qutred. for $165 million, full control of Tel

house is leading provider of super re,
-proof

the largest U.8. inde-

and data processing centers to the financial
industry. It recently opened second facility,
s 335 milllon center on Btaten Island.
(Except for 12 percent interest purchased
by AT&T tn May 1989 the rest of Teleh

<1987); pald
almost $1 billion for ROLM, IBM's tele-
phone equipment manufacturing arm
(1988). Purchase of ROLM increased Ste-
mens’ share of North American office-tele-

I8 held by other Japanese firms.) KDD is
also part owner of Infonet, California-based
packet switch network company that pro-
vides value-added network products and
services to global date communications
market.

Nintendo (Japsn), is developing Interac-
tive videogame and information service net-
work: for Introduction into U.8. market by

phone market from about 4 per-
cent to over 20 percent; almost doubled its
share of world market. Efforts to increase
share of U.S. digital central office switch
market are backed by 5oo-englneer research
factlity to sp e de-
velopment.

In November 1990, Slemens and UK.'s
GPT Ltd. announced intention to merge the
two public tel

1891. Network would link already
Nintendo Entertsinment System (NES) vi-
deogames for long distance gume playing
and sccess to other information services,
Users would access main computer and soft-
ware from anywhere {n U.8. AT&T i5 ex-
pected to be partner in venture.

Ricoh (Japan), has aggressive plans (o
expand its U.8S. business to point where 25
parcent of its revenues are from this coun-
try. Company, which makes copiers, facsimi-

Project Is NTT's largest investment in U. s

will Initlally be about $100 million, N’l'r
Data empiloys 1.000 worldwide and had 19889
reventues of $2.7 billlon. NTT also owns over
50 perrent of NTT Intermational which es-
tablished Dynamic Loop Corporation in
Delaware to Invest [n communications
projects in U.8.

NTT I5 also the major investor in Alcoa
Fujlkura, a Spartanburg, SC Jjoint venture
that produces fiber-optic hardware for as-
sembling communications networks,

REC (Japan), has about 8 percent of
North American office telephone switch/
equipment market. It Is dedicated to world-
wide development of products and services
that integrate er and
tions technologies. Operates four manufac-
turtng plants In U.S. and in 1888 Increased
the capability of its specialized semiconduc-
tor design centers and added new facilities
for developt tions sy
software and home Information systems
technolagy. Opened new research facility in
Irving, Texas in November 1989, the Ad-
vanced Switching Laboratory, that will de-
velop broadband hardware and software for
contral office and customer premises equip-
ment. ASL cmployed sbout 50 doctorate
level engineers by mid-1990 and plan is to
double that number. Lab {s intended to
become key source of software that drives
NEC's advanced communications equip-
ment; was based in U.S. because NEC be-
lieves U.B. still hes superior software tech-
nolcgy and wants to take advantage of it.
NEC is reportedly among several companies
negotiating with AT&T to acquire minority
stake in Unix Systems Laboratories, AT&T
subsidiary that deveiops Unix computer sys-
tems and software.

In May 1890. NEC opened a $25 miilion re-
search facility in Princeton, NJ, where
mostly American scientists wil} concentrate
on basic research in physies snd computer

le hil and other office and
fcations t. now does 156
perecent of Its business In U.8. Ricoh 4

operations in the U.S. Joint venture be-
tween Siemens Communications Systems,
Ine. of Boca Raton, FL, and Stromberg-Carl-
son Corp, of Lake Mary, FL, will be known
as Siemens Stromberg-Carlson and will be
North America’s third largest pubdlic net-
work supplier. Venture, which will have
sbout 4,000 employees based largely In Flor-
jda, will dcsltn. dcvelop. produce md
market rized  public

switches, packet switching and tranamission
:}'sum

Bundespost Telek

$2.5 milllon plant outside Atlanta, GA in
October 1990 and plans to increase its man-
ufacturing presence in U.S. over next few
years.
Hecruit C
mation
tivns services in New York City area
through subsidiary Recruit USA. Operates
super-secure, disaster-proof data service cen-
ters tn Newport, NJ and Staten Island serv-
ing customers primarily in the financial and
benking industries. Dedicated ﬂber-opUc
network links centers to Manhattan.
Toshiba (Japan), benn manufacturing
ions for U8
market in Irvine, CA (n October 1989. Deci-
sion to move manufacturing from Japan is
largely effort to avold imposition of tmport
duties if company is named in anti-dumping
suit. Toshiba added 103,000 square leet to
{ts plant in'Irvine, CA to

y ¢Japan), pi infor-
d tel

(Germa-
ny) will open U.S. office to spearhead effort
to ts already ul German vi-
deotext u\d value sdded network services to
U.8. market. Is part owner of Infonet, Call-
fornia packet switch network company that
provides value-added network products and
services to global data communications
market.
France Telecom (France), provides long
data through Min-
ite) Services Company (MSC is joint venture
between Minitel USA and Infonet); MSC's
“videotext network” is slated to eventuaily
serve 1530 cities in US. and
Through U.S. subsidiary Miniteinet, France
Telecom is offering over 10,000 videotext in-
formation services to US. including elec-

to develop and market intelligent netwox;:

ufacture of PBXs and key systems. I.rvtne.

plant is also Toshiba's major U.S. personal
computer assembly facility. In October 1950
Toshiba gonl all
computers it sells in U.8. I.n Irvine by 1993
and to increase local content from 25 per-
cent to 40 percent. In effort to strengthen
software development, particularly for its
lap-top computers, Toshiba also plans to
more than deuble number of software tech-
niclans {n Irvine to 160 by 1993. Toshiba is
reportedly arnong severa) companies negoti-
ating with AT&T to acquire minority stake
in Unix Systems Laboratories, AT&T sub-
sidiary that develops Unix computer operat-
ing systems and software.

In April 1990, Toshiba America C

ts worldwide. Galning. ground
Ameﬂca.n market {s Alcatel's top priority:
plans to reenter Us. public switching
market with br d ISDN
mid-1990s. Recent acquisition of U.8, fiber
and cable business makes Alcate] third larg-
est gupplier in U.S. In 1687, Alcatel NV
began manufacturing key systems and
PBXs in Corinth, MS.

Groupe Bull (France), agreed to purchase
Zenith Data Byst.ema for up to $635 million.
Zenith El
unit, Zenith Data By:temn had 1988 sales of
$1.4 billion; ia largest seller of battery oper-
ated laptop in U8 A
will make Bull largest European computer
eompany‘ nwﬂlnlnmartetnhmtnﬂ.&
and By and be posit! on

Products Inc, announced plans to open re-
search center in New Jersey to develop
high-definition television

global seale.
Brmsh Telecom (U.K.), wants to becoine

Mitsubisht (Japan), mn.nuln.cturn mobile
telephones tn U.8. through its subsidiary
Mitsubishi Consumer Electronics, Inc. In

i informsation services company in
u.s. by providing videotext and other infor-
mation services through BT-Tymnet, com-
pany formed by consolidation of BT's Dial-
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com unit and recently purchased Tymnet,
Dialoom, Rockville, MD-based

CONGRESSIONAL RECORD — SENATE

closer to con.l of offering end-to-end en-

ﬁmmuwunmmu&meonunm-

services in U8. and
mual!

stley {G.K.), paid $715 miilion for
American District Telegraph (ADT), leader
in T.8. security products and services .(in-

which
brovides electronic mail service to the Hill,
In July 1889, BT reached agreement with

Tymnet,
lhouonndhrmns.pmviduo!vum
added petwork services with annual reve-

price

remote electronic security informa-
tion services).

L. M. Ericsson (Sweden), has assets in U.S.
of only about $320 million but has about §
percent of U.8. PBX equipment and multi-
plexer market and is aiming for 10 percent.
Ericsson fs becoming player in integrated

fcations In Spring
19089 was awarded $3 million contract to In-
stall integrated voice and data transport
network for State University of New York
health center; other installed systems in-
clude California 8tate University and Uni-

June 4, 1991

International Thomson Organization Ltd
({Canada), established presence in U.S busi-
ness information services market through
scquisition of U.S. service and software
firms. In 1986, acquirpd Business Research
Corp. developer of IvestText and First Calt
(leadi on-line fi ial database and
equity research network) and Technicat
Data Corp., publisher of financial informa-
tion end developer of software lor institu-
tiona! investment community. Companies
are grouped with other holdings under
“International Financial Networks Group™
known as “Infinet.”

Exasrirs or Forticw COMPANY ACTIVITY IN
U.8. Masrxrrs CLoszp 10 THE Brii Houp-
150G COMPANIES

versity of Mnmchuse| Company, country, U.S. business activitics
p Is very active of U.S. market for o ) Japan, manufacturing computers
cllular system and ions

‘In 1989. !ormed joint
venture with GE to

mobile radio products and Mobitex mobile
‘data systems. Venture;

M. Japan, {!
tronic and
search and

uring elec-
re-
of &

known as Ericsson GE Mobtile C
tions, Inc., Is 60 percent owned by Ericsson.

40 by GE. In late 1989, Ericsson es-
tablished new company, Ericsson Mobile
Dsata, Paramus, NJ, to supply. install and
maintain Mobitex system. Ericsson is part-
ner in American Mobile Data Communica-
tions venture to build and operate first na-
tionwide 2-way ail-digital Mobitex mobile
radlo network, linking top 50 U.8. special-
ized mobile radio systems.

October 1980 announcement of major
order recelved from McCaw Cellular and Lin
Broadcasting made Ericsaon leading uuppu-
er of cell in U8, sur

research and development

BTS purchase of 23 percent stake in
Cellular Communications Inc. gave
ltme-hwmntolvs.mbueeom

and AT&T. With new order, to re-

) place Motorola equipment in New York-New

Pujitsu, Japan, research and development
of digital central office switch technolog:
manufacturing
software developmment,

NTT, Japan. data communications gerv-
fces; liber optic hardware.

NEC, Jspan, manufacturing computers,

teations  equip-
menl.. and Inturlted systems; research and
software and home information sy:tems
technology

KDD, Japan, telecommunications prod-
ucts and services. secure computer, commu-
nications, dats centers: packet switch net-
work, value-added network services.

Japan, 1 tive Information

Jersey area, Ericsson will have sys-

tems {n nine of America’s 13 largest cellular

markets; approximately 2.3 million U.S. cel-

lular subsacribers will be served by Ericsson

equipment.

Eriesson GE Moblle Communications
and d

radio, paging and digital
cations, Through this venture BT can offer

services, a
- lce Bell company cellular operations cannot

disad-
Vlnhn. due to IIP'J lnterLATA restric-
Vions. BT also d 80 of Me-

center in
Research Triangle Park, NC in late 1990

service network.

Recruit, Japan, information management
and telecornmunications services.

Toshibe, Japan, manufacturing telecom-
munjcations equipment sofware develop-

ment.
Rlcoh Jwan manu!sclurlnz office &

R&D center will p and

digital cellular telephones and base stations
for the North American market. Initially
employing about 50 American and Swedish

paging from Metromedia Telecom-
'”‘mhﬂ':ﬂ and plans to spend over $31
million in system expansion, operations and
marketing pians.
(hbh&me-(vx.). provides long dis-
tance t by service 3,

y)
through owned and leased facilities. By

over

over 630 miilion minutes. In December 1989,
Caw benn 100 percent digital end-to-end
private line servios (n California for in-state
data Company has beeq tar-
servioes to st
ers, it plans to begin marketing more ag-

ely o
mwxm cwxeawmm-

center s d to grow over
next several years.
Elsevier (Netheriands), owns seversl tradi-

tloml and elect.ronlc publhheu in US.
1 Information
Servloe. which u'pecla.um tn U.S. govern-
and congressional Information publi-

uuuns and databases, and real estate data
companies Real Exstate Data and Damar.
Omwtt:no( 0.8 operations (an percent in-
be-

tween 1987 and 1838) pmmpued formation
of two new business groups: Euevkr Infor-
mation Bynteml Elsevier Press.

l!nsublshl me. manufacturing tele-

Slemens AQG, Germany, mnuhctu-ixu of
wide range of
tion
and development.

Deutsche Bundespost, Germany, market.
ing videotext packet switch network, vatue-
added services.

France Telecom, Prance, long distance
data communications; videotext informatlon
and directory services: packet switch net-
work, value-added network services.

Groupe Bull, France. manufacturing com-
puter equipment.

Alcatel NV, France, manuflacturing tele-

lons ruen.rch

VNU BV owns Dt
%n; gl_‘ hrcm and most wldely n\xume

N.V. Philips (Netheriands), generates 20
to 30 pervent of total revenues through U.S.
nlau. mostly of consumer electronics. Plans

to aggressively Increase {t5 stake in U.S. to
about N: percent byheoncentntlm on lm

mwmmmm also’

ogles ts;
cant U8, ¢
Philips is largest o!

already sl‘n“l-
base

British Telecom. U.K. electronic dats.
base/information services; nationwide value-
added network: computer/communications
systems integration and equipment manu-
facturing: in'erLATA automatic cellular
services.

Cable & Wiretess, UK., long distance tele-
phone service throughout U.S. enhanced
data network services.

Hawley Group, U.K., remote electronic se-
curity services.

LM FEricsson, Sweden. manufacturing of

| integral

semiconductors and has healthy stance in
US. market via acquisition of Signetics,
), owns

offer such as mail and
data C&W also pur- Thy Ine. €
ehmdhumw&hno!ﬂ'm’l‘eb Predlustmolmmmdmosteompre
volce in Jan- i) B. d def

uary 1991, Together, acquisition move CAW

an informs-
tion database publishers.

com-
munications network systems; digital pudlic
mobile dats network: digital cellutar re-
search and deve!orruem

Elsevier, Netherlands, electronic and tra-
dcuomx publlshlnr 08 government/con-
gressional informatton online databases.
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VNU BV, Netherlands, electronic and tra-
ditional publishing: U.S. business and; {inan-
clal databases.

N.V. Philips, Netherlands, manufacturing

of electronic/microelectronic
and componenta.

Thyssen-Bornemisza, Monaco, electronic
publishing/information services; U.S. busl-
ness and tnfor ton

Int) Thomson Org.. Canada, electronic
and traditional publishing: on-llne financial
database and equity research network; soft-
ware development for institutional invest-
ment community.

Mr. HOLLINOS I thank the distin-
guished Chair, and I will continue to
highlight.

Fufitsu I8 among several companies
negotiating with AT&T to acquire mi-
nority stake In Unix Systems Labora-
tory, an AT&T subsidiary. I emphasize
that because AT&T Is wheeling and
dealing free as the evening breeze with
market forces. They are the ones
coming in and saying, oh, boy, you
have to watch those Bell Cos. They
are the ones who testified, do not con-
trol them, let the market forces oper-
ate.
Now they have a so-called monopoly.
In essence, because of their very size,
financial worth, they want to continue
it and deal with themselves. Whereby,
this particular bill has provisions
agalnst self-dealing, auditing, and ev-
erything else of that kind. But they do
not want that for themselves. They
just want that for the Bell Operating
Cos.

NT&T, that {8 Nippon Telephone &
Telegraph, employ 17,000 worldwide.
They had $2.7 billion In revenues in
1989, They own 50 percent of NT&T
International which established the
Dynamic Loop Corp. In Delaware. We
have to search these things out and
find out where they have their com-
munications projects. But they are
heavy in here. They are a major inves-
tor with Alcoa Fujikura, In my back-
yard, Spartanburg, making fiber optic

equipment

hardware for assembling communieca-

tions network.

NEC Japan has 8 percent already of
‘the Nortii American office telephone
switch equipment market. NEC oper-
ates four manufacturing plants in the
United States. Not long ago, they in-
creased their capability of specialized
semiconductor design centers. They
opened up a research facility in Irving,
TX. In November 1989, the Advanced
Switch Laboratory developed broad
band hardware and software for the
central office and customer premises
equipment. Of course, they also are

working with AT&T for a stake in the’

Unix Systems Laboratory.

In May 1990, they opened 8 $25 mil-
tion research facility in Princeton, NJ,
and they have already employed 100
persons there. Half will be researchers,
several sclentists already hired from
AT&T's Bell Labs. You will hear Sena-
tors from time to time say we still
have Bell Labs. It is being denuded; it
is being taken away: it s being hi-
Jacked by the foreign investors coming
inte this country and NEC is one of
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them. They are starting it right next
door and giving the scientists better
conditions, I take it, better pay, what
have you. They will be running it right
here under our noses. But we are in
charge; we have antitrust provisions;
we do not want any predatory prac-
tices, and we do not want any price
fixing. The dummy Congress is sitting
around losing the industrial backbone
of the United States of America while
we think we are in charge, and we are
not.

Kokusai Denshin Denwa f{rom
Japan, has 25 percent of the New
York-based firm of Telehouse Interna-
tional. Telehouse is the leading provid-
er of super secure disaster-proof com-
puter, communications, and data proc-
essing centers for the financial indus-
try. They have a $35 million center on
Staten Island. I will leave the rest of
the summary.

Ricoh, of course, from Japan, has
opened a $28.8 million plant outside of
Atlanta, GA last fall, and they plan to
increase their manufacturing pres-
ence.

The Recruit Co. are also in New
York City. Toshiba of Japan began
manufacturing telephone and telecom-
munications equipment for the United
States market in Irvine, CA: They just
moved their manufacturing from
Japan in an effort to avoid tmposition
of the import duties and the anti.
dumping suit that had been brought.
They added 103,000 square feet to
their plant in Irvine to accommodate
the manufacture of PBX’s and they
are the major U.S. personal computer
assembly facility. So they are working
with AT&T on the UNIX Systems
Laboratories. They are also into high
definition television, as we all know,
and this arrangement was made in
April 1990 under the name of Toshiba
American Consumer Products, Inc.

Mitsubishi Japan, a subsidiary of
Mitsubishi Consumer Electronics, that
particular subsidiary manufactures

mobile telephones. They have a plant

in Georgia and the output is expected
to be around 40,000 mobile telephones
by March 1892,

Stemens Germany has launched a
concerted -effort to Increase its pres-

ence in the United States by acquiring -

over 30 United States companies. They
took over 80-percent Interest in GTE's
Communications Systems Transmis-
sion Product Division. They acquired
for $165 million full control of TelPlus
Communications, the largest U.8. in-
dependent interconnect company back
in 1987. Then they paid $1 billion for
ROLM, IBM's telephone equipment
manufacturing arm fn 1988. Siemens
Communications, Inc., of Boca Raton
got into & joint venture with Strom-
berg-Carison, that has gone British,
and they will have 4,000 employees
down there. They will develop,
produce, and market computerized
public telephone switches, packet
switching, and transmission systems.
Mind you me, Mr. President, none of
this separate subsidiary, none of this
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provision of you have to have domestic
content manufactured all here unless
you can prove it is unavailable, noth.
ing like that. They can do as they will,
finance as they will, buy from each
other as they will. We have a highly
restrictive measure in 8. 173 on seven
very, very competitive entities. -

These that I list have none of that.
They are into the open market and
have taken us over and are sending us
to the cleaners. Deutsche Bundespost
Telekom In Germany. France Tele-
com. They provide long distance data
communications, Minitel Services i a
joint venture with Minitel MSC and
Infonet.

Alcatel of France—their recent ac-
quisition of the United States fiber
and cable business. It makes Alcatel of
Prance the third largest supplier in
the United States, It began manufac.
turing key systems in PBX in Missis-
sippi and 8 memo here outunes its par-
ticular endeavor.

Groupe Bull of France—they pur-
chased Zenith Data Systems for 635
million bucks.

You can go down and see how they
are gaining U.S. market share.

British Telecom—Dialcom of Rock-
ville, MD, providing even services to
the United States congressional corre-
spondence system, is into the market
correspondence.

British Tel hed agr |
with McDonnell Douzlas to purchase
Tymnet, the second largest provider of
value-added network services with rev-
enues of $250 million. They say they
purchased it for $355 million. They
have plans to develop and market and
manufacture a broad rs.nge of data

ications i

BT is backing its entry lnto the U.8.
data communications market with also
a $20 million research and develop-
ment effort.

1 keep mentioning research and de-
velopment. You will find in my formal
statement that the average investment
in R&D is somewhere -around -8 or 9
percent., And the Bell Cos., since it
does not pay 1.3 percent, our competi-
tion is doing it because they can profit
by it. They can explore, they can get
those particular advanced services.
They can serve themselves with it and
everything else.

-But we are stultifying, putting a wet
blanket, if you please, on research in
America with this continued practice
of the modified final judgment of for-
bidding manufacture. It is as simple as’
that. That 18 why all these large enti-
ties that are coming in are also setting

‘up their research factlities to get into

that particular market and be down.
field of the competitive curve so they
can maintain in that market.

Of course, BT purchased 8 22-per-
cent stake In McCaw Cellular Commu-
nications and they have 30 percent of-
the U.S.
market including cellular radio,
paging, and digital cordless communi-
cations.
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We have L.M. Ericsson from Sweden.
They have assets in the United States
of about $320 million, and have about
8 percent of the U.8. PBX equipment
market, and are alming at 10 percent.
'I‘hey l:m beoomlns & major player

CONGRESSIONAL RECORD — SENATE

that we are the ones denying the con-
sumers the advanced technology be-
cause we are denying the American en-
tities a chance to do research, develop,
and manufacture. They are the ones
t.hat have been bullt up by the Ameri-
ers, by the American tax-

systema business. ln the spring of 1939
-they were awarded a $3 million con-
tract to install integrated voice and
data network with the State Universi-
ty of New York, California State, and
University of Massachusetts. The ven-
ture known as Ericsson GE Moblle
Communications, Inc., is owned 40 per-
ocent by GE, 60 percent by Ericsson.
And they are buddy enough, trying to
replace Motorola.

I can tell you here and now, as long
as we can continue it, we ought to call
the modified final judgment, a forelgn
takeover entity act, to put the United
States out of business,

It is not complicated at all, but the
colleagues have not noticed this. We
are letting it pass by, all in the name
of not having any antitrust practices
or self-dealing or predatory prices.

The FCC now does have computers.
They have a system that the tele-
phone companies have to comply with.
They can easily, with their computers
and their new systems now for audit-
ing—which we could not get hereto-
fore before the 1980’s—because I
worked in this fleld for the 1ast 24 now
going on 25 years as & member of the
Communications BSubcommittee . of
Commerce—we could not get anything
out of AT&T. Now we have the rules,
the systems, the regulations, the com-
puters, They can have the audits.
They are audited. The States can
audit and should audit, and everything
should be aboveboard and could be
seen and observed, audited and com-
plied with.

But while we have all of that going
on, trying to get our own companies {n
the manufacture under those particu-
lar restrictions, very severe restric-
tlons, foreign entities continue on like
gangbusters.

They u.lso. Erlesson GE, opened a re-
t center in the

research tﬂmgle in North Caroling:

last year. They will develop and com-
mercialize digital cellular telephone
base stations in the North American
market. They employed initially about
50 American and Swedish engineers
and, of course, it will go and grow as
yOu can see.

S0, Mr. President, you have Hitacht
in manufacture, Matsushita, Fujitsu,
NTT, NEC, KDD, Toshiba, Ricoh, Mit-
subishi, Bilmens, Groupe Pull, Alcatel,
Cable & Wireless, L.M. Ericsson, M.V,
Philips from the Netherlands manu-
facturing electronic and microelec-
tronic equipment. The list is replete.

When we understand this, Mr. Presi-
dent, we begin then to take the cloud
from our eyes and the bit from our
teeth, bent going down the road to
antitrust, antitrust, antitrust, like we
are regulating business for consumers,
and begin to sober up and understand

psyers and otherwise and by this
blinded policy, forced to go overseas
and develop Hungary and Moscow and
New Zealand and Argentina, and all
the other countries. ’

Yes, we had a good debate last week,
and we are going to continue with that
debate because we do not have a trade
policy in the United States. More than
that, we do not have a research and
development policy in the United
States because there {8 a mindset over
the administration about industrial

. poliey.

When I come here a.nd the President

sgigns & minimum wage bill, he no
longer i3 pure. He went along with in-
dustrial policy. What he said was, I do
not care what your capability, capacity
or talent is; in America you are worth
80 much per hour. We invaded the
market with our tax provisions. We In-
vaded the free market with the
Export-Import Bank and so forth that
we set up. We invaded in various other
WaYys.
. 80 we are not invading the market.
What we are trying to do is meet
market forces and let us unleash thelr
dynamic capability both financially
and talent-wise to manufacture.

AT&T our opposition—we might as
well identify it in the first instance,
because we can tell it. You see this bill
was reported out last year, again this
year by our committee, after all the
hearings, on a vote of 18 to 1.

My understanding in coming to the
floor now is that perhaps Members
would have a stretch-out kind of
policy of amendment after amend-
ment after amendment to try to bog it
down 80 nobody would be for the bill
with all kind of nit-picking things like
looking for rural amendments. Every-
body wants to do something for rural
areas. We have looked out for the
rural telephone operatives In this
country. This particular Senator has.
‘You want to look out for the matter of
audits. Let the States audit.

1f ' we want to go further about the
cross-subsidization, let us look at it
and see that it is iron clad.

No one else is forbidden from buying
for themselves. We put restrictions in
here that you should have it open and
aboveboard, offer in any purchase you
make, all other manufacturers to come
in, and buy and sell on the same basis
that you sell to any other competitor
and so forth. .

8o all of those have been worked out
in the committee, but they will try to
revisit them like they have thought of
a new {dea. Their new idea is to kill
the bill. We know that. We understand
it. We will be as tactful as we can and
as deliberate as we can. But I do not
think we ought to be taking up the
time of the Senate revisting time and
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time again a measure we have worked
on now for many years and reported
out not only last year but again this
year.

1 would like to emphasize at this
particular point, Mr. President, the
various restrictions we have here on
safeguards in S. 173. My colleagues’
will not think we have a bill and we
are going to ram the bill through, and
we are not looking out for consumers
and the rates might go up, and all of
those particular arguments be made.

We have in here “no Joint manufac-
turing.” In other words, RBOC's
cannot manufacture in conjunction
with one another. All of these entities
I have listed can and do and continue
to do so. I have listed those coming in
with AT&T, who is opposing this bill.
They are coming in time and again,
wheeling and dealing, buying out each
other, and everything else like that.

We say that these Bell Operating
Companies cannot manufacture in
conjunction with one another. They
must create seven independent manu-
facturing entities and compete with
each other, as they are doing right
now In world market business the
world around.

They must have separate affiliates.
The Bell Operating Cos. must conduct
all of their manufacturing activities
from separate aff{liates. The affiliates
must keep books of account for its
manufacturing activities separate
from the telephone company, and
must file this information publicly.
How are you going to beat that?

We debated that out in the commit.
tee. We wante to make sure they were
not going to play games and cut cor-
ners. Nippon Electric financed, subsi-
dized, and protected. Try to get In over
there and compete with any of these
entities. They are competing.

No, this is not going to really fore-
stall entirely forelgn investment In the
United States of America. They will
still come, because they will still have
many advantages; because we wil
have these kinds of safeguards. I
would like to clean them all out and
let it ali go.

Yes, we do have common carrier re-
quirements of these Bell Operating
Cos. Each Senator—and this Senator—
wants to make certaln that we are not
paying the bill for manufacture, ven-
ture, and subsidizing particular enti-
ties through Increased telephone
rates.

We have another provision in here
against self-dealing. No self-dealing.
Bell Operating Cos. may not perform
sales advertising, installation, produc-
tion, or maintenance operations for its
affillate. They cannot advertise, they
cannot install, they cannot produce or
maintain for its affiliate.

They must provide opportunities to
other manufacturers to sell to that
telephone company that are compara-
ble to the opportunities that it pro-
vides to its affiliates. RBOC may
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openly purchase equipment from its
affiliate at the open market price.

And we have one thing in here and,
of course, under the law, on a private
cause of action, it ought to be men.
tioned at this point that all of our laws
say g0 to the particular administrative
body. You go and apply, if there is a
violation, and exhsaust your adminis-
trative procedure at the Federal Com-
munications Commission, in this par-
ticular discipline, to make certain that
we do not turn the courts into an ad-
ministrative body. That would apply,
ordinarily, to all of these.

We went one step further with the
manufacturer, if they thought they
were being discrimlnated agalnst and
not belng applied to. the manufactur-
er—not an Individual fellow who is

mead with his telephone rates, because.

we would clutter up the courts and get
nothing done—can proceed uuh a pri-
vate cause of action.

That was the one exception we
made. We are not making the excep-
tion, of course, for the Individual pri-
vate right of action,

It sounds pretty, but if )ou think on
it, after a while, you will understand
that the orderly procedure Is to make
your complaint, and the FCC follows
it up, and you have the expertise paid
for by the taxpayers, and the Investi-
gation and the proceeding itself faken
care of by the public. You do not say: 1
am a little individual citlzen and do
not have money enough for a lawyer.
The procedure is there In every In-
stance. R

We have even gone further here
with respect to manufacturers. No
cross-subsidization. Bell Operating Co.
are prohibited from subsidizing its
manufacturing operations with reve-
nues from its telephone service. Those
records are kept, and they are public
and subject to audit.

Domestic manufacturing require-
ment. The Bell Operating Cos. must
do all of this manufacturing within
the United States.

Remember the thrust: remnmber the
intent of this particular measure: To
come home to America, We are now

. opening up the market and giving you
a level playing field as best we can. We
still have it somewhat tilted in favor
of the consumers and in favor of anti-
trust concerns, and those things. We
do not totally level it.

But they must do all of their manu-
facturing here, because we are trying
to create that manufacturing capabil.
ity in the United States. There is no
question about that. That is the way it

is.

As old Walter says: The world
around, everybody else is doing it. Ev-
erybody else Is taking these national
entities, from Slemen's. from Ericsson,
and all of these other particular com-
panies who are all taken care of by
their country, and say at least we want
to get the manufacturing done here in
the United States. We do not want to
take all of this and let them setup over
in Singapore.
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This Senator is particularly sensi-
tive. I competed, as Governor, on
Western Electric, in making the tele-
phones, with my distinguished former
colleague, Gov. Luther Hodges of
North Carolina. We competed on two
of them: Western Electric and East-
man Kodak. I won out on Eastman
Kodak and got it {n South Carolina,
and he won out on Western Electric.

I am the ultimate winner, because I
saw Western Electric in downtown
Singapore when 1 visited over there.
That is where they are making all of
this hand telephone equipment. So
the idea here is not to further subsi-
dize manufacture out of the United
States, but rather to reverse that par
ticular trend.

Limitation on equity ownership. The
Bell Operating Co. fought like a tiger,

‘and 1 guess they might still fight.

They would like to own all of the com-
pany, and they do not like to have
anybody have outside Investors, or
anything else of that kind. But we say
that they may own only 80 percent of
the equity of its affiliate. That is, 10
percent must be made available to out-
side investors.

Of course, I cannot do that, as a
member of the Commerce and Com-
munications Subcommittee. 1 would
like to have part of that 10 percent. I
know how these people operate. They
are the best of corporate citizens. I
know my opposition here will start to
point to a couple of Infringements

that came out in the news in the last 2 -

years. All America, when they get
competitive. get competitive. That s,
all we politiclans singsong. They over-
step, from time to time, the bounds.
But there is ne duestion that these
seven companies are about the seven
finest operating companies you are
going to find in all of the United
States. If you get them setting up a
separate subsidiary, they know that
they can move forward In the develop-
ment of the technology and in the ad-
vancing of those particular services
through technology to the consumers.

We have to complete the loop and
change the mentality of the senatorial
mind here that this is something
against consumers; this is for consum-
ers. We are lagging behind in many
services in this country of ours, be-
cause {t does not pay to get into them.
That is all it is.

Even though you have common car-
riers, the common carrier requirement
does not say, now you put in advance-
ments, and so forth. You can sit there
and get your rate and continue to sit
there and get your rate, and nobody
else s going tocome In because it does
not pay for them to come In.

Limitation on debt. The affiliate
only may secure debt from the finan-
cial markets separate from the Bell
Operating Co. No creditor shall have
recourse to the assets of the telephone
company.

We consider the telephone company
as common carriers and books and fi-
naneial worth and everything else sep-

- other
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arate from that affillate and its manu-
facturer. 1f it goes broke and every-
thing else, it does not refltect on my
telephone rates and my tetephone
company.

Protections for the small telephone
companies. The Bell Operating Cos.’
manufacturing affiliate must make its
equipment available to other tele-
phone companies without discrimina-
tion or self-preference as to price, de-
livery, terms, or conditions.

And then, disclosure of network 1n-
formation. The Bell Operating Cos.
must file publicly all.technical infor-
mation concerning that telephone net-
work.

You cannot get any more open than
that. Someone may want to come and
8ay you couild not buy at all from an
affillate. 1 hope it is not the AT&T
crowd coming around here that buys
from itself regularly. The majority of
its equipment Is bought from itself,
and it has not affected the long dis-
tance rales, and so forth. S0 we can
watch those; they are set.

But what we require here is, as
stated, that the Bell Operating Coa
must file publicly all the technical in-
formation concerning their telephone
network. And those are the particular
safeguards that we have included in
there.

Mr. President, I see a distl
eonmue perhaps want to take the

iehed

Mr GRASSLEY. No.

Mr. HOLLINGS. Mr. President, I do
not want to start a quorum call. There
are 8 lot of other things we can ex-
plain. Let us see, Mr. President, wmle
we are putti our 1%
notice. Let me discuss pru:bleen ln

ries; the f its of

other countries. Under & new EC direc-

tive, the European Community origin

preference excludes bids with less

than §0-percent European Commumty
in telecc

These are the foreign (.nde tmrrlers.
This is your competition. Do not come
around here acting like you are run-
ning the little U.S. market and it s all
Insulated and you have control. The
forelgners have control, I tell you that
right now. They have their own FCC
they call MITI and all those other en-
tities that you will find in Europe, and
now we will call it the EC. The Euro-
pean Community talks about free
trade with Europe. Try to get in over
there. They have 50-percent European
Community content in telecommuni-
cations. We would not dare counte-
nance that kind of thing for ali of our
telecom market, but that is what they
have and that is our competition.

‘The Canada procurement policy, Is
the preferred supplier reiationship be-
tween Bell Canada and Northern
Telcom. We have Northem Telcom. It
has plants here. On the increased
export market, the diminution in the
balance of trade that ts down to a $700
million deficit in the balance of com-
munication trade. We should hail it.
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,-We. should understand it. And the

-.reason: we hail it is because we do not
.understand. it. If we understand it,
that {s. what happened with all these
foreign entities coming In.

For agenciles not covered by the free-
. trade agreement, Canada maintains a
10-percent price preference for Cana-
dian content in telecommunications.
Members ought to understand that.
This {8 a very dynamic, very competi-
tive, very subsidized, very controlled
international market with the Govern-
ment on the side. of the communica-
tions lndust.ry in that country. We
have a very controlled communica-
tions market In the United States of
America with the Government agalnst
the telecommunications companies in
this country.

We are trying our best to get the
Government on the side of manufac-
ture, on the side of industry, yes, on
the side of jobs, yes, on the &ide of eco-
nomic security, and prevailing in the
economic war, We have gone, with the
1all the year before Jast of the Wall in
Europe, from the cold war to the eco-

nomic war, the trade war, the industry-

war, ‘the production war, not just a
little .bit here jobs, a little bit there
jobs; they are basic industries. Let me
start with textiles.

1 started with this in the fiftles
when 10 percent of the clothing in this
Chamber would have been represented
by imports. Now more than 60 percent
-1s represented by imports. It gets to
the point where it does not pay to
invest and be competitive. You know,
we -gmart politiclans running around
beating on peoples’ heads, got.to be
competitive and more productive, we
continue {0 -appoint 10 more commijt-
tees; we are about the most unproduc-
tive, uncompetitive entity you are
going to find, falling over each other
around here. Eighty-two percent of
tge shoes on the floor here are import-
ed. .
We are going out of business also in
communications, and I am trying to
stop It. I am trying to get us competi-
tive here, and I am looking at my com-
petition. The provincial quasi-govern-
ment corporations follow a “buy
Canada” policy. Unfortunatley we do,
too. We have & “buy Canada” policy
with Northern Telcom, & very fine
company, very fine executives, very
friendly people. I would be friendly
people if I was making out like Gang-
busters like they are, I tell you that
right now. They do not have anything
to gripe about. .

But with a measure of this kind and
the sobering up of Government in
‘Washington, DC—what is not produc-
ing and not competing is not the hin-
terland. I can give you example after
.example of the highest technology; I
know it, I see it, I have been visiting
with it, and yet we still continue to go
out of business on account of us right
here in Washington. I visited week
before last T.M. Brass in magnetic res-
onance in my own backyard. They
export 50 percent of what they make.
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I can go right on down the list. They
talk about how the Japanese work
harder, they have a work ethic. You
cannot beat the American production
worker; I do not care what they say. [
have watched them; I have seen them.
I have seen the Japanese come, Japa-
nese and West Germans, for automo-
tive electronic engineering, study 22
countries, and, bam, come to South
Carolina, not to Japan, not to Germa-
ny, because of the productlvity and
the skills we have in my own backyard.
And in this past year now-we have
taken over from Toshiba the magnetic
resonance indicators, the MRI, the
health equipment, where we have now
a GE plant in Florence, SC, and we
export over 50 percent of it. We are
going to take over the Japanese
market—until they get into the health
market like they are getting into the
communications market. Where the
Government has not gotten into it yet,
we are still surviving and beating
them. But bit by bit, step by step.
takeover by takeover, they are moving
very quietly, very effectively into my
backyard, into your backyard, and we
are inviting them in. Any Governor of
any State in America worth his salt
has an office in downtown Tokyo. It is
delightful to visit, on the one hand,
you are out there trying to get the in-
vestments. We have many fine Japa-
nese industries, and I emphasize we
are not bashing Japan or Germany or
the Swedes. We are not bashing any-
body foreign; we are bashing Washing-
ton, DC, trying to wake them up, give
them a wake-up call.

The United States Is under siege by
a host of Japanese, European, and
other multinational firms who are ex-
ploiting the openness of the United

.States market to our great disadvan-

tage. These foreign companies recog-
nized some time ago what the United
States has not—the market for com-
munications equipment is now a global
one, and we are not in it. In this high-
stakes battle over world market share,
the United States has only one major
participant—AT&T.

At the same time, the United States
bars seven of {ts largest and most pro-
ductive companies from designing, de-
veloping, or manufacturing any form
of communications equipment. These
companies have tremendous assets, ex-
perlence, and expertise that could
bring enormous benefits to U.S. work-
ers and consumers if they were al-
lowed to manufacture. To continue
this restriction is simply contrary to
America’s best interests. It is time for
the U.S. Congress to take control of
our economic destiny and lift the man-
ufacturing restriction on the Bell Op-
erating Cos.

This legislation has tremendous bi-
partisan support. S. 173 now has 25 co-
sponsors, including Members from
both sides of the aisle. The Commerce
Committee reported this bill to the
full Senate by a vote of 18 to 1. Last
year, the committee also voted a simi-
lar bill to the Senate by voice vote. It
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is clear that an overwhelming majority
of the Senate is prepared to take up
and pass this legislation.

Further, almost every sector of the
American public believes this restric-
tion should be lifted. The Communica-
tions Workers of America support the
bill and believe that this legislation
will provide thousands of jobs for
Americans. Organizations representing
the deaf community, the disabled com-
munity, and older Americans support
the bill because 1t will lead to greater
innovation and better products to suit
their communications needs. Over 40
small manufacturers believe that al-
lowing the Bell Cos. to provide fund-
ing to start up manufacturing compa-
nies will promote economic develop-
ment and small business opportunities.
A number of policymakers and schol-
ars support lifting this restriction, in-
cluding Henry Geller, the former Gen-
eral Counsel of the FCC, and Alfred
Kahn. The consumers who have writ-
ten to my office in support of this bill
outnumber those who oppose it by 10
to 1. Clearly, the public is demanding
that Congress lift this restriction.

Mr, President, the current manufac-
turing restriction on the Bell Cos. is
an old-fashlioned policy that has out-
lived its usefulness. The manufactur-
ing restriction originates from an anti-
trust case that was filed against AT&T
17 years ago. In that case, the Depart-
ment of Justice alleged that AT&T
had used its monopoly over telephone
service to discriminate against compet-
ing equipment manufacturers. While
the case was being tried, the Depart-
ment of Justice and AT&T reached an
out-of-court settlement under which
AT&T agreed to relinquish control
over the 22 Bell Operating Cos. This
settlement agreement, which became
known as the Modificatlon of Final
Judgment, or MFJ, also banned the 22
Bell Cos. from manufacturing commu-
nications eguipment. The district
court accepted the agreement and has
continued to enforce it.

THE MANUPACTURING RESTRICTION IS UNFAIR

There are several problems with con-
tinuing this manufacturing restriction
in place, but one of the most obvious is
its unfalrness. Indeed, one must ques-
tion why the manufacturing restric-
tlon was allowed to stand in the first
place. The Bell Cos. were barred from
manufacturing even though the dis-
trict court never ruled that AT&T
had. in fact, committed any violation
of the antitrust laws. Further, the Bell
Cos., which had not yet been created,
had no opportunity to comment on
the proposal to ban them from manu-
facturing before the agreement
became effective. AT&T, & major man-
ufacturer and one of the two partfes
responsible for imposing the restric-
tion, had a clear self-Interest in keep-
ing the Bell Cos. from competing with
it In the manufacturing market. Mean-
while, the Department of Justice has
changed its position and now supports
lifting the restriction.
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Furthermore, no other telephone
service provider in the world is simllar.
ly barred from manufacturing. AT&T,
the dominant provider of long distance
service in the United States, is one of
the largest manufacturers in the world
and buys almost all its own equipment
from itself. There are 1,400 other tele-
phone companies in the United States:
not one of them {s barred from manu-
facturing. In fact, no other country
bars its local telephone companies
from manufacturing communications
cquipment.

THE COUPTS, NOT THE CONGFISS, ARL IN
CONTROL
The enforcement of this manufac-
© ruring ban is inconsistent with the tra-
ditions of American Government. Be-
cause of the peculiar history of the
NMFJ. a single Féderal court judge Is
now responsible for setting U.S. com-
rmunications poliey. Congress is not In
control, and neither is the President.
A single Federal court judge, with a
few law clerks and a large case load,
dicates the use made of over one-half
of the communications assets ln this
country. At the same time, foreign
companies, backed by their govern-
ments, are buying American compa-
nies and taking an f{ncreasing percent-
ege of our market share.
THE MANUFPACTURING RESTRICTION IS
UNREASONARLE AND ARBITEARY

Furthermore, the manufacturing re-
striction {mposes unreasonable and ar-
bitrary limits on the Bell Cos’ ability
to manutacture. These restrictions
prevent the Bell Cos. from taking ad-
vantage of the efficiencies between
providing telephone service and manu-
facturing telephone equipment. As a
result, the Bell Cos. cannot bring new
and better products to the market
that will benefit all Americans.

The practical effects of the manu.
tacturing restrictions are almost ludi-
crous. For example:

First, under cuwrrent law, the Bell
Cos. can manufacture telephone
equipment ln foreign countries for sale
overscas. But the law bars them from
performing any manufacturing in the
United States for domestic customers.
This forces the Bell Cos. to invest
their capital overseas, as they have
done in Europe, Mexico, New Zealand,
and elsewhere.

Second, current policy n.llovts these
companles to engage in the design and
development of the telephone net-
work, yet they cannot design and de-
velop equipment to be used in that
network. This removes any passible ef-
ficiencies or operating in these two
markets,

Third, the success of most high-tech-
nology Industries is founded on strong
research and development activities
that usually comprise between 8 and
10 percent of revenues. Under current
law, the Bell Cos. can perform re-
search but they cannot engage in de-
velopment. The uncertainty of the line
between research and development
and the fear of sanctions discourages
the Bell Cos. from performing any re-
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search at all. As a result, the Bell Cos.
spend only about 1.3 percent of their
revenues on research.

If there was any justification for
banning the Bell Cos. from {ac-
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help to reverse this decline. The Bell
Cos. are among- the top 50 corpora-
tions in America. Together, they earn
about $80 billion in annual revenues,

turing 10 years ago, they have long
since disappeared. The manufacturing
restriction makes absolutely no sense
in today's world. Let me outline briefly
some of the benefits of allowing the
Bell Cos. Into manufacturing:
- 1. AMERICAN COMPETITIVENESS

The U.S. competitive position in
high-technology markets is severely at
risk. This decline is apparent in almost
every sphere of the market. In re-
search and development, patents,
trade, and world market shares, Japa-
nese, W‘est German. and other toretsn

United Sta.tes ln .the lmema&wna.l
market. The Unlted States faces a
challenge to its world leadership posi-
tion as never before.

. Some basic facts bear out this point.
Seven years ago. there were 15 major
switch manufacturers in the world
market, 3 of them American. Today
there are only eight—three from
Japan, three from Europe. one {rom
Canada. and only one from the United
States, AT&T. From a $1 billion sur-
plus in 1981, the U.S. trade balance in
communications equipment has now
dropped to a $700 million defleit.

Total U.S. spending on research and
development lags far behind other de-

veloped nations. According to the Na--

tional Science Foundation, the United
States spent 1.8 percent of its GNP on
nondefense R&D last year. while West
Germany spent 2.6 percent and Japan
spend 2.8 percent. In o ications,

t2 t of the Ameri-
can work force, provide telephone
service to 80 percent of the Nation's
population, and control over one-half
of the United States telecommuaica-
tions assets. They have the knowiedge,
the resources, the experience, and,
perhaps most important. the desire, to
be strong players in the world manu-
facturing market. How could the
United States allow its world leader-
ship in high technologies to run
while 7 of its iargest and most
companies are kept out of the
gaure?
2. 3033

Since the divestiture, AT&T has
closed down or reduced its work force
at 33 manufacturing piants, resulting
in a 1oss of 60,000 manulacturing-relat-
ed jobs. At the same time, AT&T has
signed 1B Joint venture agreements
with forelgn manufacturers and has
apened 7 new manufacturing. facilities
overseas. This drain of American jobs
not only harms the American worker,
it also harms our industrial competl-
tiveness. Trained and skilled workers
are essential if the Unitad States is to
continue its role as the world's techno-

logical leader.

The Communlmuons Workers of -

America firmly believes that Hfting
manufacturing restriction on the
Bell Cos. will promote thousands of
pportunities in the United

States. The domestic manufacturing

the largest European and Japanese
firms have {ncreased their research
and develecpment spending by 18-20
percent per year. AT&T has increased
its spending by about 6 percent per
year.

While the U.S. standing has de-
clined, our foreign rivals have pros-
pered. Annual forelgn investment in
U.8, high-technology industries has in-
creased from $214 million in 1985 to
$3.3 billion in 1988. In the 6 years
since the divestiture of AT&T, 66 dif-
ferent U.B.-based computer and tele-

corumunications equipment companles

have been bought by or -have merged
with foreign firms.

This decline In the U.S. leadership
position has tremendous consequences
for all Americans. The erosion of criti-
cal U.8. industries means fewer jobs
for American workers. Increasing in-
vestment in the United States by for-
eign companies means that profits
from American sactivities flow over-

high-technology base within the
United States threatens our military
capabilities and our national defense.
The economic, social, and political
ramifications of the continued deterio-
ration of U.S. strength in these crucial
industries could be devastating.

Lifting the manufacturing restric-
tion on the Rell Operating Cos. will

ision requires the Bell Cos. to con-
duct ail their manufacturing here in
the United States. Whether the Bell
Cos. begin to manufacture on their
own. whether they provide seed cap-
ital to small entrepreneurial business.
es, or whether thelr manufacturing ac-
tivities increase the demand for do-
mestically msde components, lifting

‘the manufacturing restriction is cer-

tain to result in significant numbers of
new jobs.
3. RESEARCH AND DEVELOPMENT

The manufacturing restriction
places a significant constralnt on the
Bell Cos,” willingness and ability to
engage in research and development.
As interpreted by the courts, the man-
ufacturing restriction sllows the Bell
Cos. o engage In research but not

.design or development. The lipe be-

tween r h and deved t is so
arbitrary and unclear that the Bell
Cos. are afrald to engage In any re-
search at all for fear of crossing that

‘seas. The lack of an industrial and. live.

-Further, because the Bell. Cos
cannot turn the fruits of their re-
search into a marketable product, they
cannot earn a profit from thot re:
seamh.'rhua theBeucuhmuwe

rch at
ll As & resuu the Bell Cos. spend
only 1.3 percent of their revenues on
research, while most foreign manufac-

HeinOnline -- 6 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of

1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act S6967 1997



86968

{-turers spend between 6 and 20 percent
‘of thelr revenues on research.

the manufacturing restric-

-+ ~Lifting
“tion will give the Bell Cos. tncentives
-to eonduct research, since they will be
-able to turn that research into profita-
‘ble products. Lifting the restriction
will also eliminate the arbitrary, un-
cléar, and unnecessary boundaries be-
_tween research and design and devel-
opment.
4 mclmn INVESTMENT IN THE UNITED
. STATES

l-"orelzn firms have dramatically in-
-creased their purchase of U.8. high-
technology firms. Since the divesti-
ture, foreign firms have purchased or
‘merged with 66 different high-technol-
0gy U.8. firms. In just the last 2 years,
the percentage of U.S. manufacturing
employees working in foreign-owned
companies grew from 8 percent of the
U.8. population to 11 percent.

Mazany.of these companies could have
been purchased by the Bell Cos. {f not
for the manufacturing restriction. The
manufacturing restriction bars the
Bell Cos. from owning any equity in-
terest in & manufacturing concern,
Further, it is unclear whether a Bell
-Co, can loan capital or have any finan-
‘cial relationship with a manufacturer.
‘A8 one manufacturer testified at the
hearing before the Commerce Com-
mitiée, the manufacturing restriction
lmnllcmy restricts the business activi-
ties of every telecommunications man-
ufacturer in- America.

- -As 8 result of the manufacturing
limitations, small, entrepreneurial
.companies must often turn to foreign-
‘based :companies for necessary capital.
Most of these small manufacturers
would rather work together with
"American-based Bell Cos. it they were
allowed to do so. For this reason, over
40 amall manufacturers of communica-
‘tlons equipment have expressed sup-
-port for this legislation. Lifting the
manuf ng restrictions would tree
up the Bell ‘Cos.” capital sources and
encourage greater U.8. investment by
U.8, companies.

8. INCREASED SHARE OF THE INTERNATIONAL
EQUIPMENT MARKET

The U.B share of the international
equipment market is in severe decline.
Even the opponents of this legislation
acknowledge that the U.8., market
share has declined In almost every
‘sphere of communications equipment.
The U.S. manufactures no fax ma-
chines and controls less than 20 per-
cent of the world market for central
office switches, and these figures in-
‘clude -equipment manufactured in the
U‘mtcd States by foreign-based compa-
nies.

The Bell Cos.’ entry into manufac-
turing should have a positive impact
on the total market share controlled
by US. firms. The BOC's have an inti-
mate knowledxe of the U8, market,

ds, and bus{ eco-
nomics. Further, there are substantial
efficlencies between the. operation of
the.telephone network and the design
of equipment to be used In that net-
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work. Such efficiencies include the
sharing of joint costs, the knowledge
of the networks and the needs of cus-
tomers. The entry of the Bell Cos. will
undoubtedly stimulate greater innova-
tion and customer demand for commu-
nications products in a way that will
advantage all equipment manufactur-
ers.

THE DOMESTIC MANUPACTURING PROVISION

Some may ask how we can be suré
that this bill will benefit the United
States? How do we know that the Bell
Cos. will not go overseas to conduct
their manufacturing? The answer Is
that this bill includes a strict domestic
manufacturing provision. If they man-
ufacture, the Bell Cos. must conduct
all their manufacturing activities
within the United States. Further, the
Bell Cos. cannot use more than a cer-
taln percentage of forelgn-manufac-
tured components in the products
they manufacture. This provision was
negotiated by the Bell Cos. and the
Communications Workers of America
and has the complete support of both
groups. 1 believe that a domestic con-
tent provision such as this is essential
to ensuring that the Bell Cos.' poten-
tial manufacturing activitles benefit
the U.S. worker and economy. 1 ap-
plaud the representatives of both or-
ganizations for reaching this agree-
ment and have ipcluded their agree-
ment {n this bill.

INCREASED SAFEGUARDS HAVE REDUCED TIHE

THREAT OF ABUSX

Let there be no mistake, however,
about the premise on which this bill is
based. I fully understand that these
Bell Cos. continue to exercise a sub-
stantial degree of market power over
local telephone services. Many persons
are concernd that the Bell Cos.” domi-

nance of these marxets could give.

them incentives to engage in unlawful
cross-subsidization and self-dealing.

For these reasons, I have included in
my bill a host of safeguards designed
to prevent any kind of unlawful and
anticompetitive activity. In conducting
their manufacturing activities, the
BOC's must comply with the following
safeguards:

NO JOINT MANUPACTURING

‘To prevent collusion, the BOC's
cannot manufacture in conjunction
with one another. The bill requires
that, if the RBOC's decide to manu-
facture, they will create at least seven
independent manufacturing entities
that will compete with each other as
well as with existing manufacturers.

BEPARATE AFFPILIATES

The BOC’'s must conduct all their
manufacturing activities from sepa-
rate affiliates. The affiliate must keep
books of account for its manufacturing
activities separate from the telephone
company and must file this informa.
tion publicly.

NO SELP-DEALING

First, the BOC may not perform
sales advertising, installation, produc-
tion, or maintenance operations for its

affiliate; second, the BOC must pro-
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vide opportunities to other manufac-
turers to sell to the telephone compa-
ny that are comparable to the oppor-
tunitles it provides to its affiliate; and
third, a BOC may only purchase
equipment from its affiliate at the
open market price.

MO CROSS-SUBSIDIZATION

The BOC is prohibited from subsi-
dizing Its manufacturing operations
with revenues from its telephone serv-
fces.

LIMITATION ON EQUITY OWNERSHIP

A BOC may own no more than 90
percent of the equity of its affiliate.
The remalning 10 percent must be
made available to outside investors.

LIMITATION ON DEBT

The affiliate only may secure debt
from the financial markets separate
from the BOC. No creditor shall have
recourse to the assets of the telcphone
company,

DISCLOSURE OF NETWORK INFORNATION

The BOC must file with the FCC
full and complete information con-
cerning the telephone network imme-
diately upon revealing any such infor-
mation to its manufacturing affiliate.

I believe these safeguards are impor-
tant and necessary, and I fully infend
to oversee the FCC's efforts to enforve
these safeguards fully.

THE DEPARTMENT OF JUSTICE. THE FCC, AND THE
STATES CAN PROTECT AGAINST ARUSE

The combined resources of the De-
partment of Justice, the FCC, and the
state regulatory agencies are certain
to prevent cross-subsidization. The
Chief of the Antitrust Division, for in-
stance, testified before the Communi-
cations Subcommittee that antitrust
abuse was unlikely to occur if the
manufacturing restriction were lifted.

Some persons assert that the BOC's
will subsidize their manufacturing op-
erations by recovering their manufac-
turing costs through higher telephone
rates. These people ignore the testimo-
ny of the Chalrman of the PCC, Al
Sikes, who testiffed that *‘claims that
the FCC's safeguards are ineffective
are badly outdated.” He also stated
that “I believe the {Communications)
Subcommittee can be confident that
any risks assoclated with Bell Co. man-
ufacturing are both manageable and
small.” The FCC is the expert agency
handling communications matters and
{s most directly responsible for pro-
tecting the publlc Interest. If the
Cheirman of the FCC Is convinced
that this legislation will promote the
public interest, the Congress can be
confident that this legislation is wise.

The FCC Chairman can make this
claim because of the enormous im-
provements that have occurred in reg-
ulation. For tnstance, the FCC, for the
first time ever, has implemented a de-
talled cost-accounting system that
bars the Bell Cos. from engaging in
cross-subsidization. These part X ac-
counting rules require the Bell Cos. to
file with the FCC detailed cost alloca-
tion manuals, along with certification

-
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from an outside auditor that the infor-
mation in the manuals is accurate.
These manuals break down costs be-
tween regulated and unregulated ac-
tivities. The Bell Cos. have filed these
manuals for the past 3 years. This his-
tory gives the FCC and the auditors a
history with which to compare future
cost allocations to ensure that costs
are allocated properly between regu-
lated telephone service and unregulat-
ed activities.

Further, these cost data are now
submitted in computer format that
gives the FCC greater ability to monl:
tor and evaluate changes. The Auto-
mated Reporting and Management In-
formation System (ARMIS] computer
system Installed by the FCC a few
years ago significantly increases the
FCC's ability to oversee the telephone
companies’ activities.

Moreover, the FCC has expanded its
own auditing capabilitics. The Com-
mission conducted 21 full-scale audits
over the past year, double the number
conducted in 1987. This does not in-
clude an additional 12 attestation
audits of Bell Co. cost allocation
manuals. In addition, the FCC has
nearly tripled its budget for conduct-
ing field audits since 1987, increasing
its travel budget from $35,000 to
$105.000 in 1991.

In eaddition to these regulatory
changes made by the FCC are the sub-
stantlal changes made by the States.
The FCC has worked hard to develop
strong relationships with the .State
regulatory commissions that have
oversight authority over the Bell Cos.’
intrastate activities. Further, the Com-
munications Subcommittee of the Na.
tional Association of Regulatory Utili-
ty Commissloners supports lifting the
manufacturing restriction by a vote of
13-5. These Commissioners are the
State officials most directly responsi-
ble for the welfare of the telephone
consumer.

CONCLUSION

In my view, lifting this manufactur-
ing restriction is vitally important.
This blill Is eritical to the future of the
Nation's telecommunication industry
and this Nation’s economic future. 1
urge my colleagues to support this
measure.

So there you are. We have the vari-
ous issues covered. We will be glad to
entertaln the amendments as they
come to the floor, and perhaps, Mr.
President. {f I hush a moment, we will
attract some folks. I suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

']I;he bill clerk proceeded to call the
roll.

Mr. DANFORTH. Mr. President, 1
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
KerrY). Without objection. it is so or-
dered.

Mr. DANFORTH. Mr. President, 1
want to compliment my chairman,
Senator HowLines. for doing what has
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been a long time coming and that is
bringing to the floor of the Senate a
bill to at least partially lift the court
order with respect to the telephone
companles.

Many people have commented for
quite a period of time that the i{dea of
a Federal judge operating a maljor
sector of our economy from his court-
room is crazy and that we should do
something about it. And yet, because
of the size of the Interests involved
and the importance of the issue, it has
become very, very difficult to legislate.

Senator HoLLINGS has done the
seemingly undoable {n bringing this
legislation to the floor, and I want to
compliment him for his contribution.

National communications policy
should not be set by one Federal
judge. The judiclal process involves
delay and- leaves uncertainty in the
communications industry. Detailed
regulation of this industry should be
the responsibility of the FCC, not a
court construing an antitrust decree.

The time is right to lift the manu-

facturing restriction imposed on the
Bell Operating Cos.

Lifting the manufacturing restric-

tion will improve the abllity of the
United States to compete internation-
ally in the telecommunications equip-
ment market. The seven Bell Cos. rep-
resent one-half of the U.S. telecom-
munications industry’s human and fi-
nancial resources. The Bell Operating
Cos. employ between 1 and 2 percent
of the entire U.8. work force. They av-
erage $11 billion each in annual reve-
nues. 8. 173 will allow the Bell Operat-
ing Cos. to use their vast resources to
enter into equipment manufacturing. I
share the view ol the Department of
Commerce that the Bell Operating
Cos. “can make a difference, and they
ought to be offered the freedom to do
50."”

Moreover, the need for the manufac-
turing restriction no longer exists. The
restriction was intended to address
three specific forms of anticompetitive
behavlor associated with the Bell Sys-
tem’s predivestiture manufacturing
practices. S. 173 Incorporates safe-
guards to protect againt each of these
three potential abuses.

The first is the alleged effort to
impede competition by gilving the
manufacturing subsidiary an advan-
tage through privileged access to the
technical specifications of the Bell
network. S, 173 prevents this activity
by requiring each Bell Operating Co.
to file such technical information with
the FCC anytime such informatlon is
given to its manufacturing affiliate.

The second problem is the possibili-
ty of cross-subsidizing manufacturing
efforts with funds derived from the
local telephone monopoly. Such cross-
subsidies could create an unfair price
advantage while passing on losses to
the Bell Co. local customers. S. 173 re-
quires the Federal Communications
Commission (FCC} to promulgate reg-
ulations to prohibit cross-subsidies.
The FPCC has already implemented

S 6969

_new accounting and affillate transac-

tion rules which eliminate or signifi-
cantly reduce the likelihood of cross-
subsidization. 8. 173 requires the man-
ufacturing sffiliate to secure debt
from financial markets separate from
the Bell Operating Co. and prohibits
any creditor of the manufacturing af-
fillate from having recourse, upon de-
fault, to the assets of the Bell Operat-
ing Cos. telephone company.

The third potentlal abuse is the pos-
sibility that a Bell Operating Co.
would buy ita affillate’s products in-
stead of cheaper, better products man-
ufactured by its competitors. 8. 173 re-
quires each Bell Operating Co. with a
manufacturing affillate to provide
sales opportunities to manufacturing
competitors comparable to those af-
forded to the affiliate. When a Bell
Operating Co. purchases equipment
from its affillate, it must pay the open
market price.

8. 173 does not stop here. The bill
provides additional protection for
manufacturers, for small telephone
companies, and for ratepayers. The
Bell Operating Cos. cannot manufac-
ture in conjunction with one another
and must conduct all thelr manufac-
turing from separate affillates with
separate books of account. The Bell
Operating Co. may not perform sales,
advertising, Installation, production or
malntenance for its affiliate. At least
10 percent of the equity ownership of
the affiliate must be made avalilable to
outside investors. The Bell Operating
Co. manufacturing affiliate must make
its equipment available to other tele-
phone companies without discrimina-
tion or self-preference as to price, de-
lvery, terms, or conditions.

The telecommunications industry,
both {n the United States and world-
wide, has undergone tremendous

_growth since the divestiture. 8. 173

will allow seven of our greatest compa-
nies to use their vast resources to com-
pete, while ensuring that no harm is
done to competitors or to consumers. 1
support 8. 173 and urge my colleagues
to vote for this important legislation.

Mr. HOLLINGS. Mr. President, let
me thank my distinguished colleague
from Missourl, Senator DANYORTH. He
has been a leader in telecommunica-
tions, both as a ranking member on
our Commerce Committee and par-
ticularly as a senlor member of our Fi-
nance Commlittee. It was because of
his concern about this advanced tech-
nology and losing our leadership posi-
tion in this regard that he took over
and was the leader in our institution
on Sematech, which was a move, as a
stopgap, to try to maintain this tech-
nology. We particularly appreciated
his leadership on this measure.

Once again, we emphasize this bill's
balanced nature. Looking it over and
studying it, 1 guess, yes, there has
been a difference between the col-
league from Missouri and this particu-
lar Senator from South Carolina,
whereby ‘I have not been enthused
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about what they call free trade,

my colleague from Missouri

has been a leader for free trade, Yet

we both studied this bill from every
Insle made sure it had balance.

Yes, we open up the role of manu-

thu- to the several Bell Operating

on of

Incd denuuyln 1984. the Justice De-
t advocated the Impositis
-this restriction mhihmu manufac-

turing by the Bell Operating Cos.~
‘now the Justice Department supports
by the Bell Cos. In tact
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spend up to 12 percent. As I pointed
out earlier, and 1 emphasize again, our
Bell Operating Cos. are only spending
1.3 percent of their revenues on R&D
because if they did get into research
they could not profit from it. They
cannot sell their results to anyone.
They cannot manufacture, They
cannot profit from it, so why go down
that particular road, even though you
are in that particular discipline?

You would like to always do a better
Job but as a result of this particular
national policy we guarantee that our
telephone companies, as we know
them, are not going to do a better job.
‘There i3 no financial attractionto doa

better job.
‘The modified final 1t pre-

1ud
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constantly repeating that, yes, we do
well, we win the Nobel prizes; but they
win the profits. Supercomputers and
the other things, superconductors
down In Texas and the other examples
that we can point out—the fact of the
matter Is the Nobel prize we might win
here in 1990 or 1991 was for research
work done back in 1978-80, 10 years
ago. You are going to find by the end
of the century we are not winning any
Nobel prizes, they are all going to be
won by our foreign competition.

Robert Reich sald:

This quiet path back to competitiveness
depends less on ambitous QGovernment
R&D projects than on improving the proc-
ess by which technological insights are
d into high quality products.

vents the Bell companles from having
any incentive to engage In research
and development. Under the MFJ, as
they call it, the term “manufacturing”
includes design and development.
Thus, the Bell Cos. may currently
engage in research but as a practical

beet up and update the Antitrust Divi-
sion over at the Justice Department.

1 am dismayed that there are cases

.that eit in the Antitrust Division for
13, 14, 15 years expending huge
amounts of money, and still not reach
8 oonclusion. We have tried to be more
effective and more responsive to the
concerns about antitrust tssues, 8o I
do not yleld to other colleagues on
antitrust concerns. 1 too, have not
only that concern, I have that respon-
“Becaise we

use we are approaching the
hour when both sides of the aisle will
recess for their caucus’. I want to take
time to address my trade ooncerns.
The U.8. spending on research and de-
velopment is actually in decline.

The United States spends only 1.8
percent of its GNP on nondefense
R&D, and Japan and Germany spend
between 2.8 and 2.8 percent in commu.
nications. The budgets for research of
the Bell Operating Cos. and AT&T
combined grow at a rate of 9 percent
but thelr competition in Europe is
growing at 19 percent, and Japan's
R&D budget s growing at 28 percent
over the same period. We just com-
bined the research budgets of AT&T
and the Bell Cos. 80 the opponents
would not say, oh, no, you have looked
at the Bell Cos. but you have forgot-
ten AT&T. We take them both togeth-
er and you can see the trend concern-
ing actual 1 an

compared to our !on:ign eompemors

and how we Iag behin

Most celeeommm\!catlons firms
spend between 6 and 10 percent of
their revenues on R&D, and some

t ca.nn?t engage in design or de-

1 t o 1

This line creates a number of prob-
lems. We have the problem of uncer-
tainty. The line between research
which is permitted and development
which is prohibited is an unclear line.

They fear sanctions, Researchers are
afrald to get anywhere close to the
line. They do not want to get into that
research and find out something they
worked on for a year or two or more is,
all of a sudden, legally forbldden.

There {3 a matter of inefficiency.
The Bell Co. researchers must stop
their work whenever they get close to
a design stage because they must turn
over their work to an unaffillated
entity. This creates tremendous ineffi-
ciencles and new researchers will not
have the experlence and know-how on
the research that has already been
done.

Arbitrariness is really a concern.
‘The MFJ permits the Bell Cos. to de-
velop generic product standards but
bars them from developing products to
meet those standards. They design the
company telephone network but they
cannot design or develop the equip-
ment to be used in the network.

‘The fear of sanctions is strong. The
line between research and develop-
ment s 50 unclear, inefficient, and ar-
bitrary, that the Bell Cos. are afraid to
do any research at all and as a practi-
cal matter, cut back and do not engage
in it. The penalty for violating it can
be very, very severe.

Of course, research is unprofitable.
If the Bell Cos. researchers come up
with & new idea, as I stated, they
cannot produce a product for sale to
the public. There is little potential, in
other words, to recover your costs of
doing research.

Industry experts believe that the
path to competitiveness is toward a dy-
namic production mode that involves
increased sharing of knowledge be-
tween researchers, manufacturers, and
marketers. We in the Congress are

U.S. companies must link their own R&D
efforts more closely to commercial produc-
tion. Compared with Japanese firms, most
American firms draw a sharper distinction
between research and development on the
one side and production and marketing on
the other. This division prolongs product

times, marketing op-
portunities to be losl.

Again, In Business Week, and |
quote:

A decade ago J
thetr U.S. rivals by spewing out products of
ever higher quality at ever lower and lower
prices. This stemmed largely from the fact
Japanese, emulating the way American com-
panies operated prior to World War 11, don't
have separate deslgn and manufacturing
functions. Their product engineers are
equally adept to both. Using concurrent en-
gineering to harness the Ingenuity of Ameri-
ca’s small manufacturers could spark an in-
dustrial

That is the a.mcle tn Business Week
entitled, “A Smarter Way To Manu-
facture,” {n April 30 of last year. at
pages 110 to 117.

Mr. Prestdent, I referred earlier to
the testimony of Antitrust Division
Chief James Rill. He said In his testi-
mony:

We are concerned that statutory provi-
sions mandating structura) separation and

requiring comparable opportunities in the
Beu operating purchasing decisions may not

be necessary to achieve this objective and
could foreclose many of the pro-competitive
benefits the bill seeks to provide.

He is right. That could occur. That
bothered this particular Senator. But
this bill was not arbitrarily drawn.
This bill was drawn with balance in
mind, to allow the best of the best to
come Into research, the best of the
best to come into development, the
best of the best to come into manufac-
ture and commercialize and thereby
bring the best of technology and the
best of technologicelly advanced serv-
ices to the consumer. Yet, we put in
some of these statutory provisions to
make sure that we would not be
charged with a disregard for antitrust.

Chairman Sikes, the Chairman of
the Federal Communications Commis-
slon, stated:

Adding new statutory requirements could
frustrate the basic goal of this bill, which is
more US. manufacturing. We would wel-
come the chance, Mr. Chalnman, to work
with the subcommittee and Its staff to

~
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ensure that legislative rules and our rules
are In harmony and that we do not uninten-
tionally create a regulatory morass.

We have It. It has not been easy.
Justice and the FCC now go along,
saying this is a good bill, excepting of
course the administration. And that
should be pointed out. The adminis-
tration deoes not go along with the do-
mestic content provision. But that s
the responsibility of Carla Hills. We
dealt with her all last week.

We really have the tall wagging the
dog around here. The Europeans all
sit there in the EEC—and I pointed it
out—and emphasize just exactly what
the content provisions are for all of
the European Economic Community.
And then the administration comes up

. and says, look, we better not put In a
domestic content provision. That will
ruin one of our arguments in our trade
negotiations.

1t should not be an argument. The
best way to remove a barrier i3 to ralse
a barrler and  remove them both.
Market forces, that 1 believe in;
market forces operate. Unless and
until you can bow and scrape to the
Japanese with all of this special rela-
tionshlp nonsense you are not going to
get anywhere. But unless and until
you can make it in the economic Inter-
est of the Japanese, they are not going
to deal, and I would not if I were
them.

Business is business. As a result, we
have to meet this particular competi-
tion to try to level out the fleld and it
there comes a time then in negotiating
where both sides can remove, let us
say, the agricultural benefits, have
them In both sides, not just remove
them for the one. Similarly, if both
sides can remove them with respect to
telecommunications and domestic con-
tent, we can do so.

Let me read what Henry Geller
stated on this,

It ts simply wrong to suppress the compe-
titlon of over one-half of the United States
telecommunications industry in this impor-
tant sector. Purther, without mnnuracturlnz
facilities, the d
cannot reasonably be expec'ed to engage
fully and effectively in the R&D that is
vital to this dynamic area. There is simply
no need to protect AT&T and the foreign
manufacturers from the competition of the
Regional Bell Operating Cos.

That is really what you have. He is a
former general counsel of our Federal
Commission and head of NTIA, and
Geller knows this fleld better than
any, in my opinion. What the oppo-
nents of this bill are really insisting on
with amendments that will be present-
ed here Is let us protect NTT and the
forelgn manufacturers, all under the
auspices of looking out for the con-
sumers and for antitrust law. All of a
sudden we have all become Justice De-
partment lawyers.

The Justice Department endorses
this bill with that regard, not with re-
spect to domestic content. The admin-
istration opposes it. But otherwise
they are the ones that said, look, we
required the manufacturing restriction
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7 years ago, and now we know definite-
ly it has not worked. It {s a bad provi-
slon, and we support {ts removal.

Janice Obuchowski, Administrator
of the National Telecommunications
Information Administration on behalf
of the administration stated this:

In continuing to bar the Bell Cos. from
manufacturing, we are, in effect, handicap-
ping the ability of the United States to meet
nggressively the competitive challenge pre-
sented by forelgn commercial interests. The
administration believes that lifting the man-
ufacturing restrictions will have a signifi-
cant positive impact on the operation of the
U.8. telecommunications industry. This {m-
portant growth industry will beiter be poai-
tioned to thrive and to serve the American
public as the United States strives to main-
tain {ts competitive edge globally.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to csll the
roll.

Mr. HOLLINGS. Mr. President, I ask
unanimous consent that the order for
the quorum calt be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

RECESS

The PRESIDING OFFICER. Under
the previous order, the Senate will
stand in recess until the hour of 2:16

p.m.

Thereupon, the Senate, at 12:30
p.m., recessed until 2:15 p.m.; where-
upon, the Senate reassembled when
called to order by the Presiding Offi-
cer {Mr. Apams]. .

Mr. BAUCUS. Mr. President, I ask
unanimous consent that I be allowed
to speak as In morning business.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

EXTENSION OF FAST TRACK
NEGOTIATING AUTHORITY

Mr. BAUCUS. Mr. President, just
before the Memorial Day recess, this
body cast one of the most important
votes of the year.

The Senate voted 59 to 38 to extend
fast track negotiating authority for 2
more years.

Coupled with a similar House vote,
this vote will allow the administration
to conclude two critical international
trade negotlations: the Uruguay round
of GATT negotiations and the free-
trade negotiations with Mexico and
Canada.

1 have spoken at length on the bene-
fits of both of these negotiations, but I
will briefly recap.

The Uruguay round alone has the
potentlal to create more sustalned eco-
nomic growth than any proposal that
will come before the Congress in the
foreseeable future. The North Ameri-
can Free-Trade Agreement could
create a secure market for U.8. busi-
ness of 360 million consumers—the
largest in the world.
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These are the kinds of opportunities
that the United States must grasp if
we are to remaln an economic super-
power and a great Nation.

THE RIZOLE REIOLUTION

Unfortunately, despite an over-
whelming vote for the fast track, some
wish to once again bring this issue
before the Senate.

Apparently, opponents of the fast
track have decided that if they cannot
kill the fast track outright, perhaps
they can cripple it with a flank attack.

The most recent proposal would
undo the fast track for the North
American Free-Trade Agreement by
allowing amendments relating tc
Mexico and requiring another exten-
sion vote next year.

1 strongly oppose this effort. After
months of debate, the Senate has
spoken on the fast track—and spoken

* strongly.

1 gee no reason for more of the Sen-
ate's valuable time to be spent consid:
ering the fast track. ¥

let us stop debating procedural
issues and allow our negotiators to gel
down to business.

THE ADMINISTRATION'S BURDEN

That sald, I must confess to some se
rious doubts about the outcome of
both the Uruguay round and the
NAFTA talks.

‘The negotiations will be tough.

The United States must set high
goals in the talks; U.8. economic secu-
rity is at stake. .

In the Uruguay round, our negotia-
tors must negotiate pragmatically.

Our major objectives—liberalizing
agricultural and services trade and
protecting Intellectual property—are
sound; indeed, they are imperative.

But the U.S. negotlators also mus!
work for progress in other areas. For
example, they mist work harder tc
eliminate or lower tariffs in sectors
where the United States has expor!
opportunities.

In the agriculture sector, U.S. inter-
ests would be best served by focusing
on the biggest problem-—export subsi-
dies—rather than promoting the ab-
stract principle of free trade.

If it is to win congressional approval.
the Uruguay round must include pro-
visions, like these, that are of concrete
benefit to United States exporters.

The sadministration has an even
more difficult job in the NAFTA nego-
t.latlons. Negouatlng a free-trade

t with a ) Ty.
llke Mexico, 15 an extraordinarily com-
plex task.

Numerous economic studies confirm
that a free-trade agreement between
the United States and Mexico could be
a boon to the United States economy.
But If the agreement iz negotiated
poorly or ignores critical issues, it
could cause severe dislocations in our
economy. :

Unfortunately, 1 still fear that some
in the administration are inclined te
negotiate an sagreement that is dis-
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to eradlcate any vestige of Tibetan cul-

ture.

Our Amhassador to China, James
Lilley, recently acknowledged that
“Tibet is under occupation by China.”
This charge egainst China {5 being
newly recognized again as & crime not
Just agalnst the Tibetans but sgainst
humanity.

Taere needs to be a moral consisten-
¢y In American forelgn policy which is
now apparently lacking in regard to
China.

1 could accept the President’s objec-
tive if I thought our policy was funda-
mentally consistant. But why then do
we insist on isolating Vietnam and
Cambodia whose people hunger too
for political and economlc change?
Why not Uft our trade and ald embar-
80 on those countries?

Why then do we not press China to
end (ts lllegnl occupation of Tibet?

Qur President, I am certain, has hls
reasons. We shall have ours when we
vote whether ar not to grant China a
special status not granted to all na.
tions.

TELECOMMUNICATIONS EQUIP-
CH AND MANU.

MENT
FACTURING
ACT

The Benate continued with the con.
sideration of the bill.

The PRESIDING OFFICER. The
Senator from Miasies)

Mr. LOTT. Mr. President, I joln my
colleagues who have spoken in support
of S. 113, the Telecommunications
Equipment Research and Manulactur-
ing Competition Act of 1991,

I have been a long-time supporter of
{reeing the Bell Cos. from the manu-
facturing restriction dating back to my
tenure of service tn the House of Rep-
resentatives. In both the 99th and
100th Congresses my fellow coll

COMPETITION
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costs—any company that would at-
tempt to ecross subsidire or inflate its
cost structure would be bent on self-
destruction.

The most duplicitous argument by
the opponents of 8. 173 is the allega-
tion of Bell Co. self-dealing, a practice
of buying oaly from its manufacturing
affillates. The Bell Cos, have estab-
lished suppllercontract relationships
nn.h. and pun:hnse billions of dollars

i annually,
Irom hundreds ol dlﬂerent. manufac-
turers.

The Bell Cos. also multisource each
of their separate product lines—as &
competitive procurement practice—to
avoid dependency and ensure alterna-
tive sources of supply.

The telecommunications equipment

market today is extremely diverse and
characterized by niche suppliers, each
of whom fills 8 particular need. Rapid-
1y changing techmology has created
numercus supplier opportunities that
were nonexistent in the predivestiture
environment,
It is unsound, in my view, to think
that the Bell Cos. would attempt to
replicate what {s now suppllied to them
by hundreds of different manufactur-
ers with unique talents and proven ex-
pertise.

it is far more rational to view the
Bell Cos. as having & strong business
interest in seeing the U.S. equipment
market remain competitive, and tnno-
ratlve—and therefore, capable of
meeting the changing, increasingly so-
phisticated needs of their customers.

Some have suggested placing a re-
striction on Beil Co. manufacturing
which would prevent the Bell Cos.
from self-dealing. The problem with
this approach, in addition to the un-
fairness of applying such a restriction
to just these seven companies, is that
it wouid deprive many . of the Bell Co.

In the Republican leadership and 1 in-
troduced trade and competitiveness
legislation which included provisions
to enable the Bell Cos. to manufacture
telecommunications equipment ln the
United States.

Briefly, I would like to take this op-
portunity to -outline several of the
points that have been made by oppo-
nents of 8. 173, with which I disagree.

First of all, opponents say over and
orer again that their concerns about
the Bell Coa’ manufacturing “just
can't be regulated.” This, despite the
fact that the Bell Cos. are sorce of the
most heavily regulated companies tn
America. There are extensive State
and Federal rules to prevent abuses—it

is important to point this out, because:

it has been lost in the comments of
the oppoaenta.

Opponents also say the Bell Cos. wil}
cross subsidize their manufacturing
operations by shifting those costs to
the backs of ratepayers. Any Senator
who takes time to look at this will un-
derstand that in the current price cap
regulatory eavironment where the in-
centive Is to reduce, not increase,

A and resi-
dential cor {from the benefl
of Bell Co. manufacturing efforts.

Lf the Bell Cos. can produce some-
thing of value why should they not be
allowed to sell it to their own custom-
ers and why should their customers
not be allowed to buy it?

The administration is eoneemed
that the domestic c
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fuli complement of players to compete
on equal Serms and conxiltions.

The existing policy inciudes: one get
of rales for the Bell Cos. and a differ-
ent set of rules for the rest of the in-
dustry. 8. 178 would make everyone
play by the same sget of rules, and’
would also tend to ensure that new
jobs created will be created tn the
United States, not overseas.

“The current ban on manufacturing
n the d of the U8,
tefecommuumications network. 1 feel
very strongty zhat. oonﬂnued develop-
ment 8
ic growth and Intermuona.l competi-
tiveness.

Entry by the Bell Cos. will glive tele-
communications equipment manufac-
turing in the United Btates a shot in
the .arm, and help to enable our do-
mestic industry to remain healthy and
vibrant.

‘This legisiation {s a jobs bill, domes-
tically, It is a bill that is long overdue.
The Commerce Committee has consid-
ered this legislation very carefully
over the past, at least 4 years, We have
worked on it. We have reported this
legisiation out, and I think it s very
well crafted.

I hope my colleagues will not try to
pick it apart piece by plece. We still
have to go through the Semate,

the House, and go into con-
ference. There may be some problems
that can be wurked out in the confer-
ence. To have 1t delayed by an Inordi-
nete number. of amendments or
stopped in the Senate by killer amend-
ments 1 think would be a big mistake.

1 say to my colleagues in the Sensate,
for too long the telecommunications
systems In America have been run by
the courts, specifically by one Judge. It
is time we begin to reverse that, Why
in the world would we prohibit Ameri-

kets? We do not allow the baby Bells
to get in there and produce good gual-
ity equipment.

Iam eanvlnced Amerlm companies
could better t at &
better price.

Thh bill is long overdue from the

pr

is
contradictory to our established trade
policy as expressed in our GATT talks
and other trade negotiations.

I think it is important to realize that
S. 173 in its cuarent form improves our
trade negotlating position because it
brings more leverage to the table. En-
actment of 8. 173 will enable the Bell
Cos. to enter trade markets and devel-
op an export capabllity for the first
time.

The Bell Cos. will then be in a
stronger position to aslst Us. dlurlx
and obtain rect to

of letting the courts run

you can go to the FCCandluveeven
that wat

1 oppor
trade and invest overseas through pri-
vate negotlations and contract agree-
roents. Also, 8. 173 sends the right
signal to our trading partners that the
United Siates walks tike it talks in
opening up our market and enabling a

What do we want to do,
gmmemmkeqnimeuthm

be a killer amendment and if we knock
that minimal domestic conteat tan-
guage out. of this bill, it is going to
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substantially reduce the lkellhood
that we would get a bill at all.

8o I urge my colleagues to support
this legislation. It is time we have a
little more “made in America” in our
telephone equipment. It is also time
that we take this whole issue back
away from the courts.

- This {8 & classic case of where the
system was not broke, and we fixed it
anyway. It is about time we tried to
level out the playing field and allow
everybody to have a chance to com-
pete in this very important area.

I'want. to commend the chalrman of -

(4, 1ot

the distd gn_
ator from South Carolina, and our
ranking member, the Senator from,
Missouri, for crafting this legislation
.and bringing it to the floor of the
Senate. They have done a good job.
"Let us go ahead and have the votes we
have to, and then let us report out fa-
vorably this very important legisia-
tion. I yleld the floor.

Mr. HOLLINGS. Mr. President, let
me thank the distinguished Senator
from Mississipp! and a fellow commit-
tee member who has worked hard on
this particular measure, He really fo-
cused on the point. This bill is intend-
ed to change the full employment for
foreign manufacturers policy. .

At the present time, there. s no
question about where RBOC’s are in-
vesting their resources. Every one of
these so-called very financially strong
‘RBOCs [Regional Bell Operating

Cos.), are investing overseas. We are
loslnc it all. That is why we put the

tic content ¢ in to bring

back jobs, bring back the industry, and

bring back technology to the United

Statu. u we can get them into the re-

and dev then we can

start developing the tech ¥y, bulld

up our technological strength In

America, which has always been our
advantage

Our gtandard of living s too high to
compete with Singapore and other
places of that kind. Knowing that, we
have to have the advanced technology
which Singapore does not have. If we
are going to do that, we have to
change this foreign-employment and
full-employment policy for foreigners
policy at the present time. That is ex-
actly what we have with this bar on
the RBOC's ability to facture.
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companies have a veto over any plans
of the RBOC they disagree with.

That is not required in business or
Industry anywhere. It is not required
now. It would not be required of
Northern Telecom, Fujitsu, Nippon
Electric Cos., Siemens—just go down

the list of all of these foreigners. We.

are not requiring it now. We are not
requiring it of the ‘1,400 telephone
companies. All of a sudden they want
to come in and say if and when you
get that independent, wholly owned
subsidlary, we want another restric-
tion that you shall operate with us,

‘namely, glving us a veto, and that you

shall dellver on demand the equip-
ment. If you have software or hard-
ware that separate subsidiary pro-
duces, if the software or hardware be-
comes archalie, extinct, inefficient, you
have to still produce it.

For the Congress of the United
States to pass a law that says a compa-
ny has to produce and continue to
manufacture archaic equipment and
sell it at a loss—this crowd has gone
loco .long enough on a lot of policies,
but heavens above, that does not make
sense. Yes, one provision of the
amendment would require RBOC’'s to
manufacture and sell equipment, as
long - as small telephone -companies

- want it, even if lt means selling it at a

loss.

I want my colleagues to read this
amendment. I am going to try to look
at it and be s reasonable as possible.
But, we are not going to pass a provi-
slon that has the National Govern-
ment telling a company to sell at a
loss. The whole Idea 18 to advance
technology, not to establish one par-
ticular technology as of 199t and con-
unuetoseunsolonguanRE:\or
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are just emulating our competition. ]
yield the floor.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DANFORTH. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(The remarks of Mr. DANFORTH per-
taining to the introduction of 8. 1207,
8. 1208, and S. 1209 are located In
today's REcORp under “Statements on
Introduced Bills and Joint Resolu-
tions."”)

Mr. BOLLINGS. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legtsative clerk proceeded to call
the roll.

Mr. GRAHAM. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it 13 so ordered.

The Senator from Florida is recog-
nized.

Mr, GRAHAM. Mr. President, 1 ask
unanimous consent to proceed as in
morning business.

The PRESIDING OFFICER. (Mr.
KEerney). Without objection, it is so or-
dered.

The Serator from Florida is recog-
nized.

Mr. GRAHAM. I thank the Chair.

(The remarks of Mr. GRAHAM per-
taining to the introduction of 8. 1211,
8. 1212, and 8. 1213 are located in
today's Recorp under “Statements on
Introduced Bills and Joint Resolu-

ny

The South Carolina rural telephone
people would be the first to sort of
smile and laugh at me as I talk be-
cause they know I am their best
friend. I have supported all their
measures, but we cannot support this
amendment in its current form. It goes
against the grain of common sense and
business practices. The rural tele-
phone co-ops, they have remained
competitive. That is why they exist
today. They are economicslly strong. I
Just have come from meeting with one
ny and heard their financial

I might say, while we are trying to
work “out the so-called rural amend-
ment - by our colleague from South
Dakota, no one has been more con-
cerned about rural America thar this
particular Senator, We are more rural
than metropolitan or urban from
whence 1 come. This bill does not dis-
criminate agailnst rule telephone com-
panies at all.

What they really, in essence, have
asked for is that the RBOC's and the
small telephone companies shall joint-
ly operate. When you say shall jointly
operate your separate wholly owned
subsidiary with the rural telephone
companies, then the rural telephone

report. It is wonderful to hear through
the ears of a U.S. Senator that some-
thing is in the black; that they are op-
erating within budget. I have not
heard that since 1968 or 1869 up here.
I commend them. I sppport the rural
telephone co-ops. -

1 see others want to speak. [ hope we
can move along and get a compromise
amendment addressing the rural tele-
phone companies concerns.

1 do not want any misunderstanding
about the domestic content which the
SBenator from Mississippl has empha-
sized on the one hand. It {s an excel-
lent provision. If we were going to join
EEC '92, we would have to do it. We

tions.”")

Mr. HATFIELD. Mr. President, I ask
unanimous consent that I may pro-
ceed, with the permission of the man-
ager of the bill, for 10 minutes.

The PRESIDING OFFICER. With-
out objection, it is s0 ordered.

The Senator from Oregon ls recog-
nized,

CIVIL RIOHTS LEGISLATION

Mr. BATFIELD. Mr, President, this
morning I was privileged to join with
eight of my colleagues on this side of
the aisle in introducing & comprehen-
sive civil rights bill.

Mr. President, we have chosen to put
this bill into three parts as has been
described by our colleague from Mis-
souri, Senator DaxroRtH. I shall not at
this moment attempt to go into the
detail of each of these three parts.

In effect, what we are ttying to do is
introduce {n parts what were the fun-
damental components of last year's
civil rights bill with modifications. 1
say with modifications on the basts
thdt we are looking at the possibility
of building on last year's experience.
As you know, Mr. President, 1, along

HeinOnline -- 6 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of

1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act S6976 1997



Juned, 1991

with others, were original cosponsors
of last year'’s clvil rights bill and I
voted to override the President's veto,
the President of my party, or as a
fellow Republican.

There were some 11th hour attempts
to put together a compromise. The
President of the United States called
two or three Senators into the White
House a number of times to try to
help work out those hangups, those
difficulties, that proved to be impossi-
ble at the last moment. But the good
faith and the good effort of President
Bush, I think is very evident.

Those of us who have known Presi-
dent Bush for many years—and I
count it a privilege to be one of his
classmates in the 80th Congress when
he came to the House from a district
of Texas and I came to the Senate
from Oregon—know that he has had a
long commitment in the fleld of. civil
rights. And there is no exception to
that long record of commitment and
actlon in this particular day.

Mr. President, those who have raised
great concerns and fears, as if this
were. a crowbar approach, ought to go
back to the fact that in the States of
‘the Union we have proven the case. A
moment ago, when Senator GRaHAM of
Florida was here on the floor, it was
very interesting to note that all the
Members of the floor, including the
Chalr, were former Governors. The
Chalr, as Governor of Nebraska: Sena-
tor CHAFEE was here from Rhode
Island; Senator HoiLINGs, of course,
the senlor member of the Governors
here at that moment, from South
Carolina; and myself from the State of
Oregon.

Mr. President, over 30 years ago, the
two ploneer States that put together
comprehensive legislation dealing with
civil rights In the workplace was the
-State of New York and the State of
Oregon. When you go back to that
record, it 13 not something that is in-
novative in the sense of a brand new
idea that s coming upon us that some-
how is threatening the tradition or the
establishment of whatever it may be,
be it on the side of business or unions
or whatever it may be. This i a proven
concept that has been tested in the
workplace in a number of States lead-
ing up to the first Civil Rights Act of
1964.

Now since 1964, like other compre-
hensive legislation of a pioneering
character, there has to be fine tuning
over a period of time of use. The court,
in five cases, to many of us has not
carried out—and no disparagement on
the court—has not carried out what
could be called legisiative intent. And
therefore the subsequent legislation
that occurred since the act of 1964 we
feel will be more in tune with the
original Intent of abolishing discrimj-
Lm;.lon In the workplace by the 1991

ill.

You know, Mr. President, civil rights
legislation has been a long time before
1964, but never could be enacted. We
do not have to go back and recite the
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history. We know the history of why it
failed. But the day came when the ma-
jority leader was joined by the minori-
ty leader. Senator Johnson from
Texas finally achieved the kind of leg-
islation that Senator Dirksen of Tlli-
nois, the minority leader, could sup-
port. And together they worked out
the civil rights bill of 1964.

I do not believe the situation is that
much different today in the sense that
we have to have a bipartisan bill that
will ultimately find support at the
White House. That is the simple
reason why we have come forth as
what may be categorized as moderate
Republicans or radical Republicans or
leper Republicans or whatever you
want to give us as a title or label to try
to start this kind of bipartisan process
as against a situation that is happen-
ing in the House legitimately.

And I am not being critical at all of
what Is called the Democratic bill of
the House that will be coming over
here. We jolned the Democrats last
year in making that effort of biparti-
sanship. And so we are trying to find a
bill that will pass and be signed into
law.

It may not please all of the people
on either side but, nevertheless, let us
take actlon where we can find the abil-
ity to take action and the agreements
necessary to get a further step toward
the elimination of discrimination in
the marketplace.

I think, also, we have to understand
that some of these things are very
hard to define, whether in legal terms
or other terms. One commentator said:
Discrimination 18 like a hair across
your face. You gannot see it. You
cannot find it with your fingers. But
your keep brushing at it because the
feel of it is irritating.

We are in this status as far as dis-
crimination. We hope to include
women and minorities as well as the
traditional focus on the blacks in our
society.

So, Mr. President, as I may, I am de-
lighted to be a part of this effort. We
are very open to working with our col-
leagues on the Democratic side. We
recognize we seven or nine Republi-
cans, or however many will end up
supporting and cosponsoring our bill,
are only a fraction of what we have to
have to pass a civil rights bill. But we
also realize that rhetoric has reached
8 level where with serious negotiations
and le who are ftted to the
proposition, let us pass a bill, the best
we can. get, the strongest we can get,
the most effective one we can get,
rather than standing back and saying,
well, we can put it to a vote and divide

the sheep from the goats and see how -

it will play out In the 1892 elections.
That is not helping the people we are
trying to help. Nor is it righting the
1lls of our soclety.

1 want to speak, again, to the fact
that this is a tried and tested program,

both in our Federal legislation and the

State legislation that preceded it for
many years. I am proud my State has
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been in the forefront of civil rights
legislation. I consider it one of the
great battles of my political career
which I hope will be a legacy to the
people of my State. We ploneered in
migrant worker legislation, when
people said it woula wreck the agricul-
tural community in my State, that the
economy would be devastated. We
passed it, and it did not wreck the agri-
cultural economy in my State. And we
are far from the goals, where we
:lhould be, in migrant worker legisla-
on.

‘We have passed the point where civil
rights should be a buzzword but let us
look at human beings who are dis-
crimihated against, some by design,
others unintentionally, and let us
eliminate all discrimination in our so-
clety. This Is part of the long-term
effort, and I am proud to be part of it.
1 thank the Senator from South Caro-
lina for ylelding.

TELECOMMUNICATIONS EQUIP-
MENT RESEARCH AND MANU-
FACTURING COMPETITON ACT

The Senate continued with the con-
sideration of the bill.

The PRESIDING OFFICER.. The
Senator from Louisiana is recognized.

Mr. BREAUX, Mr. President, I rise
in support of the bill pending before
the Senate, and will make a few com-
ments if those are in order.

I start by commending the chairman
of our full S8enate Commerce Commit-
tee for the effort he is making to put
the Congress back in the position of
making telecommunications policy in
this country. Some would agree that
that is almost a novel idea, in light of
how communications policy in this
country has been made, at least since
1984. It has been made, not by the
House of Representatives, not by the
Senate, nor by the administration.

Communications policy in this coun-
try, since the breakup and divestiture
of the AT&T company, has essentially
been made by one judge sitting in one
court here {n the District of Columbia.

"1 refer to Judge Greene, who, because

of a stituation regarding the legal
suits that were filed, is in charge of
following that decision and ensuring
that the 1884 decision is continually
being followed.

The result of all that, to anyone who
is listening, i3 that the policy deter-
mining the future of telecommunica-
tiona development in this country is
not -being made in open debate. It is
not being made by a duly elected rep-
resentative of the people of this coun-
try. But the policy is essentlally being
made by one judge sitting in one court,
who just happens to be the person
who is in charge of carrying out the
dictates of a-lawsuit, a decision which
.was rendered back in 1984. .

It is clear, and I think everyone here
will agree, Congress should make the
policy: the courts should interpret
that policy and should render deci-
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sions based on the policy set by the
‘Congress. This legislation for the first
time, really, since 1984, puts the Con-
gress. back into the decision on how
- our policy is to be made regarding an
industry very important to the United
Bt.lta of Americn. the telecommunica-
ons {ndustry.

. Thh legislation essentially allows
the Bell Opersting Co. located
. throughout the United States for the
first time since that decision was ren-
dered to become fnvoived {n the manu-
facturing and the research and devel-
opment of communications equipment
in this country.
This {3 & tremendous industry for
the United States of America. But we
.are loaing it. We are losing it to for-
elgn countries. We are selling them
our tachnology and they, in turn, are
selling it back to us in little boxes that
they ghip back to the United States of
America. If we allow this to continue
unchecked, this great, thriving indus-

try that is now still an American in-’

dustry will be an American industry
no longer,

Some of the companies, AT&T in
_particular, say we oppose any changes;
‘we do not want to muake any changes
in the current situtation.

T guess not, because they control it
completely. But I suggest to them
when they say if we pass this bill it
will cost American jobs, that that loss
pales in comparison to the Amertcan
jobs that they are now exporting to
countries all over the world.

Since the divestiture of AT&T, we
have seen the elimination of over
60,000 ¢ ing jobs nati
the startup of 106 major joint Iorelzn
production ventures, and the institu-
tion of four wholly d offshore
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one single judge, to allow these new
companies to engage {n manufacturing
which must be done in the United
States, using component parts made in
the United States, if such are avail-
able, is a move in the right direction to
unchain these artificial shackles that
are binding America’s leaders of tech-
nology from doing what they can do
best. It is high time that the Congress
relleve them of those burdens and
allow them to perform in a way that
we think they will be able to perform,
and in America, not in Singapore, not
in Thalland, not in China, but {n this
country producing products for this
market.

Some will say it is unfair to let these
companies, which are monopolies,
engage in manufacturing because they
will Just sell it to themselves and allow
no one else to sell it to them. Or they
will use thelr revenues from their tele-
phone service to subsidize the manu-
facturing so that people who use the
telephone will somehow be paying for
the costs of manufacturing this equip-
ment.

I congratulate our committee, and
congratulate our chairman in particu-
lar, and others who support this legis-
lation because of the buflt-in safe-
guards that this bill has which pre-
vents that frem happening, such as

-the requirement that the Bell Operat-

ing Cos., one, must conduct all of their
manufacturing out of a separate affili-
ate; a totally separately instituted af-
filiate which cannot be run or operat-
ed or controlled by the Bell Co. In ad-
dition, they must provide to unaffili-
ated manufacturers comparable oppor-
tunmu to sell their equipment to the

production operations. in Europe and
Asia alone by AT&T. We are talking
about losing American jobe? They are
exporting American jobs faster than
gw:’ther company in the United

A'l‘&‘r has studlly downsized their

cturing operations

and have reduced their work force by

& net 68,600 jobs through yearend

1888, not taking into account the years
since 1088,

In -January of 1889, AT&T an-

n
plants: In Baltimore, MD; in Cicero,
IL: in Indianapolis, IN; in Kearny, NJ;
and Winston-Salem, NC.

!n addition, the substitution of '.helr
stic production and
vlth offshore f ing has cost

us jobs as in the case of our own city
dsmmnmmmmvherem
entire equf t lne was ted

jes that they pro-
vide to themselves.

In addition, cross-subsidization—this
use of revenues from the phone busi-
ness to cross-subsidize the manufac-
turing expenses—is specifically and ex-
pressly outlawed, and penalties are
provided for any violation of those
prohibitions.

In addition, the Bell Operating Cos.,
through their affiliate, must make
their equipment available to other
telephone companies under the same
prices, terms, and conditions.

1say to the Members, this, indeed, is

‘a very important protection, to ensure

that a manufacturing company under
this bill must sell not only to them-
selves but must offer to other compet!-
tors at the same price, terms, and con-
ditions those products. I think thisis a
bullt-in protection to make sure they
somehow are not giving themselves
some gort of a sweetheart deal, be-
cause this legislation requires that

Singapoare, because they feel they can
do the work over there more cheaply.

I suggest to anyone who argues that
this bill somehow will cost American
Job&lwmxtmeonpoduhme. By
allowing American

hat. they offer the Bell Co. for
that equipment, they must offer it to
all of the other telephone companies
to ensure that everybody has an op-
portunity to benefit from this new
technology and these new manufactur-

to
engage in manufacturing that.is now
prohibited by an arbitrary decision by

ing technt that the new compa-
nies will be able to bring to this busi-
ness.
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Mr. President, my own State of Lou-
isiana has lost up to 7.500 jobs as a
result of Judge Greene's decision (n
the manufacturing industry alone be-
cause of exporta of American jobs to
Singapore and other parts around the
world. This i{s a jobs bill, that Is cor-
rect, but it is an American jobs bill. It
18 also going to provide the technology
§0 America can continue to be 8 leader
in the free world in the telecommuni-
cations industry.

1 wholeheartedly recommend my
colleagues' affirmative attention to
this legislation.

On a final note, it was Interesting
that I was handed & copy of & letter
from & judge in the district, the judge
I referred to, Judge Harold Greene,
U.S. district judge from the U.8. Dis-
trict Court for the District of Colum-
bia, which is about 10 pages of com-
ments essentially on the legislation,
essentially saying he does not like it. 1
appreciate the fact he does not lke it
because it is contrary to the decision
they reached back in 1984.

But I also point out that the Con-
gress makes the policy; courts inter-
pret that policy. The Department of
Justice enforces that policy if, in fact,
there are violations of that policy with
criminal tntent.

1 think it is highly unusual, and 1
think it {8 probably improper, in this
Senator’s opinion, to have the views of
a judge on legislation that is pending
before the Congress of the United
States that affects dectsions that he
has rendered in the past. I think his
role 1s a proper one in carrying out the
intent of the Congress as expressed by
the Congress and signed into law by
the President of the United States.
But certainly to provide the Members
of Congress a very detailed explana-
tion, it almost looks like, 1 say to the
chairman, a witness’ testimony before
our committee when they come before
our committee to testiy and give their
views on legislation that is pending.
We now have the fact that Judge
Greene does not like the legislation.

I submit it is the Congress who
should determine the policy of the
United States when it comes to tele-
communications industries in this
country, and it is the fudge’s appropri-
ate and proper role to interpret that
policy after we pass it, not during the
process.

So I urge my colleagues to support
the chairman’s bill. I enthusiastically
serve a3 a cosponsor to that legislation
and hope it will be adopted.

The PRESIDING OFFICER (Ms.
MirvLsxr). The Senator from South
Carolina.

Mr. HOLLINGS. Madam President, 1
want to thank our colleague from Lou-
islana. Senator BREAUX has been a
leader in trying to develop a balanced
approach to make this country com-
petitive again and to regain our tech-
nical leadership in the communica-
tions field. We have a wonderful op-
portunity so long as we do not sit here
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blindly, thinking we are in control by
forbldding the best of the best the
seven Bell companles that we have
bullt up over the yesrs, companies
that are now competing with each
other. The competition i3 there, This
i3 not the monolithic AT&T that ex-
Isted in 1984.

Senator BReaux has helped lead the
way, and I think he has properly com-
mented on the letter. I have just re-
celved a copy of this letter from Judge
QGreene. It seems our distinguished col-
league from Illinois, Senator SiMoN,
had written Judge Greene for his
opinion on this bill. Judge Greene re-
sponded in the first few lines by stat-
ing he would not express an opinion
on the bill but 1 wili write on for the
next six pages giving a legal brief and
argument against 8. 173. It is totally
uncalled for and inappropriate.

I want my colleagues to understand
that we are not floating. I have been
trying to be deliberate, We heard from
Members on health, we heard from
Members on China and civil rights and
everything else while we have been
trying to negotiate with our friend,
the Senator from South Dakota.

One way or another, we are golng to
vote on that particular amendment.
The distinguished Senator from Ilil-
nots is also working on a matter of an
audit amendment. We do not need to
include an audit provision in this bill
because the States already have the
authority to audit. We also provide in
this bill under sections H and I on
page 11 of the bill that the Commis-
sion shall promulgate the rules and
regulations relative to the authority,
power, and functions with respect to
the Bell Telephone Cos. and their sub-
sidiarles and prescribe the regulations
for the audit to make sure that they
do not cross-subsidize.

We are not playing games. If they
want to try to specify even further, we
will have to look st it.

But we do have concerns about lan-
guage that could result in 50 States
suditing 1 manufactory affiliate and
the Bell Cos. having to pay for it.

With respect to the Commission
itself, we have to depend on the Com-
mission. They have attested to the
fact that they can dutifully audit.
They have the authorities now. Here-
tofore, when we had the monolithic,
they had to visit the several States, go
to the company, get its records, every-
thing else. Now it is computerized. It is
zipped out to their computers and re-
ports are made and the audit is had. I
do not see anything else is required.

1 want to hasten colleagues to come
on down with their amendments or,
again, {f we cannot get them and get a
vote, we will have to go to third read-
ing.

1 appreciate the indulgence of the
Senator from Rhode Island. He has
been on the floor, and I yleld to him.

The PRESIDING OFFICER. The
Senator from Rhode Island.

Mr. CHAFEE. Madam President, 1
want to thank the distinguished floor

CONGRESSIONAL RECORD — SENATE

manager, the senlor Senator from
South Carolina, for giving me a few

minutes. |

Mr. HOLLINGS. The senior junfor
Senator from South Carolina.

Mr. CHAFEE. That is right, he has
been here a long time but he is still
the junior Senator.

The PRESIDING OFFICER. The
Senator from Rhode Island is recog-
nized.

Mr. CHAFEE. I thank the Chalr,

(The remarks of Mr, CHArEE pertain-
ing to the introduction of 8. 120’1 8.
1208 and 8. 1209 are located In today's
RecorD under “Statements on Intro-
duced Bills and Joint Resolutions.”)

Mr, HEFLIN addressed the Chair,

The PRESIDING OFFICER. The
senjor Senator from Alabama.

TELECOMMUNICATIONS EQUIP-
MENT RESEARCH AND MANU-
COMPETITION

The Senate continued with the con-
sideration of the bill.

Mr. HEFLIN, Madam President, the
role of telecommunications in our
dafly lives seems to have few limits.
Not long ago, we knew little of facsimi-
le machines, voice mailboxes, call wait-
ing services, or the ability to conduct
banking transactions by phone. Yet
today, these technologies are routine
parts of our lives to which we have
become quickly accustomed and on
which we have become rapidly depend-
ent.

The future undoubtedly holds in-
creased innovation in telecommunica-
tions technology and Increased rell-
ance on these technologies in both our
professional and personal lives. In
light of these realities, I believe it is
incumbent upon Congress to eliminate
any unnecessary restrictions on our
telecommunications industry so that
we may compete in the global market-
place. In that regard, I want to com-
mend my colleague, Senator HOLLINGS,
for his efforts with regard to S. 173,
the bill before us today.

Under this bill, the manufacturing
restrictions placed on the Bell Operat~
ing Cos. by the Modified Final Judg-
ment would be lifted while putting
into place a variety of important safe-
guards to prevent anticonsumer and
anticompetitive abuses.

Among these safeguards are: First, a
prohibition on the Regional Bell Cos.
from manufacturing in conjunction
with one another; second, & require-
ment that the Bell Cos. manufacture
only through affiliates that are sepa-
rate from the telephone company:
third, a requirement that manufactur-
ing affiliates make their products
avallable to other local telephone com-
panies on a nonpreferential basis; and
fourth, a prohibition against cross-sub-
sidization between a Bell Co. and its
manufacturing affiliate.

Another important feature of this
legisiation s a domestic content provi-
sion designed to protect the American
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.worker. This provision requires that

the Bell Cos. conduct all of their man-
ufacturing in the United States—to me
that is a very important provision—
and that the cost of forelgn compo-
nents used in Bell equipment not
exceed 40 p@rcent of the sales revenue
from that equipment during the first
year, to be adjusted annually thereaf-
ter by the FCC. I belleve that these re-
Quirements will help protect the
American marketplace from unfair
competition and from foreign competi-
tion for American jobs.

For several years now, Congress has
followed the operations of the Bell
Cos. in the wake of the AT&T break-
up. Last year, this legislation was
passed by the Commerce Committee
by a voice vote, and this year, the bill
was voted out of the commitiee on a
17-to-1 vote. The issues involved in
this legislation are extremely complex
and have developed over time. It {s my
bellef that this carefully crafted bill
both encourages competition and pro-
vides safeguards for the American
public. For these reasons, after care-
fully reviewing the evidence, I belleve
that the time for this legislation has
arrived.

I urge my colleagues to join Senator
Houwuings and the other cosponsors, of
which I was one of the original, in sup-
port of this much needed legislation.

Mr. GORTON. Madam Presldent. as
a member of the Tel
Subcommittee, of the Commerce. 8cl-
ence, and Transportation Committee,
I have had the opportunity to talk
with a number of people in the tele-

fons b regarding 8.

173.

As the chalrman of the committee
well knows, last year, when we consid-
ered a similar measure in the Com-
merce Committee, I initially had reser-
vations about the chairman’s proposal.
1 was concerned that allowing the Re-
gional Bell Operating Cos. to manufac-
ture equipment could pose a threat to
an already competltlve. vibrant sector
of the tel 18 in Y.

Therefore, over the course of the
last year, I sought the advice and opin-
lons of m&nu!acturers of teleeommuni-

t from Washi
State. Contrary to my initial fears, the
vast majority of the telecommunica-
tions businesses in my State favor the
passage of 8. 173.

I would like to briefly mentjon some
of the comments in the letters I have
recelved.

From Advanced Electronic Applica-
tions of Ly d, “The pr d leg-
tslation would liberate companies such
as AEA, to participate in business
partnerships with the Bell companiea
in the design and development of tele-
communications equipment.”

From Eldec Corp. also ol l.wnnwood.
“Comg
not be leglslated_ Our best cuswmer.
Boeing, has virtually all of the capa-
bllities—including fabrication—of its
vendor-base and could easlly be our
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most-serious competitor but the poten-
tial vendors to the telecommunications
lndnstq.donotrequire or desire pro-

From Applied Voice Technology of
“We believe the

Bell Cos. t0 be an excellent

source for outside ewln.l financing

and From ICOM

of Bellevue, “8, 173 would enable us to
capitalize on the financial

and the netwark and customer know
how of Bell c“wu:eh US West. Those

factur-
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panies operating In the same area of
iInterest.

We also remove the matter of requir-
ing joint operations. Under the joint
operations requirement as it appeared
in the origina! amendment filed by
Benator Pressixr, that amendment
would have required one telephone
company to operate the phone system
of the other company. Further, the
joint planning provision originally
would have provided one phone com-
pany with a right to veto the planning

assets,
lncuuhmty,wouwennbuusmmw
g}'lrbunnmmdaddnewjohswthe

MMamPreﬁde.nt.Ibeuevelnlmen-
ing to my constituents, As their com-
ments indicate, the small manufactur-
ers from W&shmxum State clearly
support enactment of this biiL

1 am, therefore, happy to join with
the the distinguished Sena-

tor from South Carolins, in support-
lna the bill. I am also delighted that
he has considered very thoughtfully

connection.
I suspect there will be other amend-
v et

isjons of another company. As I ex-
plained earlier on the floor, we could
not accept that. I think that has been
clarified now where ut: operat.lon ls
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ensures that rural areas will be ful)
participants in the information age,

The amendment would do the fol-
lowing: Pirst, my amendment would
require the Bell Cos. to make so!tware
and tel § ions
evailable to other local exchange carrl-
ers, without discrimination or self-
preference.

Second, the amendment would re-
quire the Bell Cos. that manufacture
equipment to continue msaking avall-
able the communications equipment,
Including software, to other local tele-
phone companies, 80 long as the FCC
certlﬂa that manufacturing such
is profitable. Smaller inde-

not to be included
of the Benator from SBouth Dakota.

pendmu and rural phone companfes

No participant in such pl
should delay the introduction of new

‘technology or the deployment of fa-

cllities to provide telecommunications
services, They should not, in other
words, have to require an agreement
as 8 prerequisite for the introduction
or deployment of new equipment.

We are trying to be considerate of
the concerns that rural telephone op-
peratives have, that the distinguished
Senator from 8South Dakota has, and
we are still trying to be gensible about
it. There is not a veto in it, and they
could not veto the lntroductlon of lm-

will judge them from the point of view
of considering that this bill moves us
in the proper direction,
Cﬁ‘:lrr HOLLINGS addressed the

The PR!SID!NG OFFICER. The
the bill

cy. That is the whoie idea. Thls thing
changes overnight, and as we all know,
that i3 competition, to come out with
again the more improved telecom-
munications equipment and software.

I see that the distinguished Senator
from Bouth Dakota has reached the
floor. I yield the floor.

Mr., PRESSLER addressed the
Chatr. -

The PRESIDING OFFICER. The
senior Senstor from South Dakota.

Mr. PRESSLER. I thank the Chalir.

Madam President, I rise today on
behalf of Senators GRASSLEY, SASSER,
Bavcyus, Bumbick, CoNrap, Dots,
WELLSTONE, B8mpsoN, Burns, and
myself to propose an amendment to 8.
173, the Telecommunications Equip-
ment Research and Manufacturing
Act of 1991,

Madam President, this amendment
had been expected to go to a rollcall
vote, and we had expected a very close
vote. But I and other Senators along
with our staffs and the staffs of the
rural telephone community have been
meeting this afternoon, and we believe
we have reached a compromise.

Our goal {5 uniform telephone serv-
fee for all Americans. In 1988, I wrote
an article in the UCLA Federal Com-
munications Law Journal concerning
this of univeral service, which

8o it would be restricted to those com-

emphasized the need for a coordinated
telecommunications policy for the
Nation.

Without universal service as a fun-
damental premise of this national tele-
communications policy, we in smaller
cities and rural parts of our country
would be left far behind in the advanc-
ing age. The legislation I now propose

-pany’s large

med that if the Bell Cos. are
auowed into manufacturing, they
would be much more likely to buy ex-
isting manufacturing equipment than
to start new ones. This is particularly
true for switch manufacturing., which
i3 capital Intensive, If the Bell Cos.
refuse o supply software, they could
prevent the independents from provid-
ing new gervices. Then the Bell Cos.
could market such services to the com-

rat h ing

that the independent company was
unable to offer the service.

A Bell Co. also could use this lever-
age, if it wanted to acquire a neighbor-
ing small independent in & growing
area. It could further its acquisition
objective by depriving the target com-
pany of technology, stimulating the
consumer complaints to regulators.

Small and rural companies are wor-
ried that a Bell Co. could acquire an
existing manufacturer, change the
product line to meet Bell plans and
needs and cease to support equipment
and software installed by amall compa-
nies. If new goftware Is not made avafj-
able, a rural company might have to
choose between installing & new switch
or depriving Its subscribers of new
services.

Third, our amendment would re-
quire the Bell Cos. to engage in joint
network pianning and design. The leg-
Islation will lead to a nationwide infor-
mation-rich telecommunication infra-
structure that will include not exclude
rural communities. To accomplish this
goal, we offer this legislation to ensure
that small and rural phone companies
have & voice in the joint design of the
telecommunications network to meet
the goal of nationwide access to infor-
mation age resources.

Finslly, our amendment calls for
strong district court enforcement pto-
cedures, including damages. This pro-
vision gives rural phone companies the
confidence that the essential safe-
guards will be effective.

1 thank my colleagues for joining me
to ensure that rural companies and
smaller companles have enforceable
and continuing access to the equip-
ment and joint network planning they
need, 80 that all Americans, urban and
rural alixe, can share in a nationwide

R
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information-rich telecommunications
network.
AMENDMEINT NO. 280
(Purpose: To modify certain provisions of
the bil),
Mr. PRESSLER. Madam Presid 1

CONGRESSIONAL RECORD — SENATE

agreement with such other carriers shall
not be required as s prerequtsite for such in-
troduction or deployment; and

(11) Bell Telephone Companies chall pro-
vide, to other regulsted local telephone ex-
clnnat carriers operating in the same ares

send an amendment to the desk and
ask for its immediate consideration.
The PRESIDING OFFICER. The
clerk will report the amendment.
The assistant legislative clerk read
as {ollows:

The Senator from South Caroiina [Mr.
PresstrR) for himself, Mr. Grassiey, Mr.
Sassem, Mr. Baucus, Mr. Bumosck, Mr.
Conmap, Mr. Doix, Nr. WELLSTONE, Mr.
Simpsox, and Mr. Bumxs, proposes an
amendment numbered 280.

Mr. PRESSLER. Madam President, 1
ask unanimous consent that reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With.
out objection, it is so ordered.

The amendment is as follows:

On page 8, line 12, strike “and™.

On page 8, line 15, {nsert “regulated™ Im
mediately after ~all”.

On page S. line 18, immediately after

. insert a and “includ-
lns software Inu-unl to such telecommuni-
cations equipment {ncluding upgrades,”.

On page 9, line I, strike “other” and lnsert
In Heu thereof “regulated local exchange
telephone carrier™,

On page 9, line 3, immediately after
“‘equipment”, insert & comma and “‘includ-
inz software integral to such telecommuni-
catlons equlpment. [ncluding upgrades”.

On page 9, Une 3, immediately after “man-
wfactured™, insert “‘for use with the public
telecommunications network™,

On page §, line §, insert “purchasing” im-
mediately before “‘carrier”, and strike the
period and insert in lieu thereof a semi-
colon.

On page 9, between lines 5 and 6, insert
the following:

“(8XA) such manufacturing affiliate shall
not discontinue or restrict sales to other
regulated local lelephone exchange carriers
of any 1t lons i in-
cluding software integral to such telecoin-
municatlons equipment, including upgrades,
that such afffliate manufactures for sale as
inng as there is reasonable dernand for the
equipment by such carriers: except that
such sales may be discontinued or restricted
i such manufacturing affiliate demon-
strates to the Commission that it is not
making a profit, under a marginal cost
study Implemented by the Commisstion, cn
the sale of such equipment;

“(B) In reaching a detennination as to the
existence of reasonable demand as referred
to in subparagraph (A), the Commission
st2l) within sixty days conslder—

“t) whether the continued manufacture
of the equipment will be profitable;

“ti{} whether the equipment is functional-
1¥ or technologically obsolete;

“(ill) whether the components necessary
to manufacture the equipment continue to
be avallahle: -

v} whether alternatives to the equip-
ment are available in the market; and

() such other factors as the Commission
deems hecessary and proper;

“t10) Bell Telephone Companiss shall,
consist:'nt with the antitrust laws. engage in
Joint network planning and deslgn with
cther regulated local telephone exchange
carriers cpevating in the same area of inter-
est; except that no partcipant in such plan-
ning shall delay the introduction of new
technology or the deployment of facilities
1o provide telecommunications services, and

timely $ on the

equipment, including sortwm integral to
such tnchud-

ing upgrade;
Onpueﬁ strike all on lines 20 through

On page 10, Hne l strike “(4)" and tosert
in lfeu thereof "
On page 11, ung'! insert “(1)” immediate-

iy after ““(h)”.

On page 11 between lines 13 and 14,
insert the following:

*“¢(2) Any regulated local telephone ex-
h carrier tnj by an act or
of a Beil Telephone Company or its manu-
facturing affiliate which violates the re-
Quirementa of paragraph (8) or (@) of sub-
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Operating Cos. to manufacture tele-
phone equipment could cause the
Ration to be split into the “informa-
tion haves™ and the “information have
nots.”

America's rural telephone coopera-
tives want Bell Cos. entering manufac-
Cuﬂng to make tfelecommtunications

t and application software
available to other local exchmze carri-
ers without discrimination or self-pref-
erence 88 long as reasonahle demand
exists. They want the Bell Cos. to
work with ather local telephone sys-
tems in network planning, design, and
opemﬂons And mey want district
eonrt enfor to that

these requirements are met. These
rursl safeguards seem extremely rea-
sonable, and I urge my colleagues to
rt this amendment.

section (c), or the C
Implementing such paragraphs, mny initiate
an action in a district court of the United
Btates to recover the fuil amount of dam-
ages sustained in consequence of any sueh
violation and obtain such orders fron the
couTt a5 Are y {0

violations and to p'reve.nt future vioiation
or such d local

carrfer may seek rellef from the Commis
sion pursuant to sections 206 through 209.

Mr. PRESSLER. Madam President, ¥
have given the arguments on the
amendment. 1 know that I am told
that some of my cosponsors wish to be
able to come to the floor to speak or to
place a statement in the REcORD re-
garding this.

Mr. BURDICK. Madam President, I

am proud to cosponsor this amend-
ment to add rural safeguards to S. l73
the Tel ications E
Research and Mantfacturing Compe-
tition Act of 1991. These safeguards
address many of the cancerns about
8. 173 that I have heard from rural
telephone cooperatives and other
small telephone companfes. This
amendment would ensure that these
small companies have nondiscrimina-
tory access to the telecommunications
equipment and software they need to
provide first-rate service.

As a lawyer during the depression, I
helped write incorporation papers for
several rural telephone cooperatives in
my State. I remember what a differ-
ence telephone service, even party-line
service, made to rural communities.
Today, telecommunications services
are vital to rural life, as well as to
rural development. Without access to
the latest telephone equipment and
software. rural telephone cooperatives
and the consumers they serve would
be left out of the communications rev-
olution.

One of the primary reasons for this
legislation is to give regional tele-
phone operating companies more in-
centive to develop exciting new prod-
ucts. Many young people in isolated
rural areas now benefit from interac-
tive learning, and this amendment Is
designed to ensure that rural residents
not be cutoff from future nnovations
in telecommunications. Without rural
safeguards, allowing the Regional Bell

Mr. HOLLINGS; Madam Predde&l:

our

the Senat
from W: is rily pre-
pared to make a statement relative to
the bilL

1 hope that my colleagues are read-
ing that amendment right through. 1
wulookmcuthe earl.y pmandlmn
what I und t is
properly reported u a compromise
with the distinguished Senator from
8South Dakota.

My point here for the moment is, it
2 my understanding that there are
those who would wish we would not
com that we would try o
tadle this amendment. But 1 think in
the spirit of trying to move this bill,
and in the spirit of the concern that
all of us have relstive to rural America

the Ner teleanh f

+ Yy

of our

we have agreed to that amendment
with the following changes: With re-
spect to the first parts on page 8, ine
15, insert “regulated” immediately .
after “all” That next section on page
8, line 18, other early sections on page -
8, are either technical or agreed to.

The Bell Cos. have been locking at
the dment of the Senator from
South Dakota for quite some time
during the past several weeks.

The objection, as I stated » moment
8go, on page 9, lines 5 and 8 is where
we would not discontinue or restrict
sales as long as there was a reasonable
demand. What we included tn there
“except that such sales may be discon-

- tinued or restricted if such manufac-

turing affiliate demonstrates to the
Commission that it is not making a
protit under a marginal cost standard
an the sale of the equipment.”

That one would be in dispute, but
the Senator from South Carolina, on
behalf of our committee, would be
ready to accept it. We have checked
with the ranking member, Senator
DanrorTs.

Specifically, the final section there,
“Bell Telephone Companies shall, con-
sistent with the antitrust laws, engage
in joint network planning and design
with other. regulated local telephone
exchange carriers operating in the
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same ares of interest,” we restricted it
“in the same area of intetest” so that
. the Bell Telephone Co. are not em-
powered by the measure here to
engage with all local telephone ex-
change carrlers over the United
States. And in saying “that no partici-
pant in such planning shall delay the
introduction * * *’ of new technology
we wanted to emphasize affirmatively
that what we are trying to do is spawn,
nurture, develop, and install new tech-
nology in the deployment of facilities
and new telecommunications services.
The agreement with such carriers
shall not be required as a prerequisite
of such introduction or deployment.

The original amendment implied.a
veto and we have eliminated that veto.

Then, the next section says that Bell
Telephone Cos. shall provide to other
regulated local telephone exchange
carriers operating in the same area of
interest timely information on the
planned deployment of telecommuni-
catlon equipment, including software.
Then there is a provision with respect
to these provisions of a company’s
right of action, not the Indlvldunl
right of action.

Those are the main point.s of com-
promise, and I sort of spelled them out
in detafl here. Obviously, I have
bragged on and on about the character
and capability of our Bell Operating
Cos., but I do not represent them. I
did not put in this bill for them. I put
. in this bill for the United States of
America for the consumers, for the
telecommunications industry, for
trying to maintain the United States
position on the cutting edge of tele-
. communications technology. So, at

times there are things that I am con-
vinced perhaps that the companies
themselves, as worthy as they are,
would differ with the Senator from
South Carolina and if they think an-
other Senator thinks I am totally mis-
taken I want them to have time to
come to the floor and air that and
make what motions they want to make
before we join in, which I would love
to do, with our distinguished colleague
from South Dakota.

1 yleld the floor.

(The remarks of Mr. GORTON per-
taining to the introduction of 8. 1215
are located in today’s RacorRp under
“Statements on Introduced Bills and
Joint Resolutfons.”)

Mr. GORTON. Madam President, 1
thank both the chairman of the com-
mittee and my dear good friend, the
distinguished Senator from Montana,
who was here ahead of me and could
have taken the floor ahead of me, for
their courtesy to me in this regard.

Mr. BURNS. Madam President, I do
not want to stop the flow of conversa-
tion on the d t of the Senat.
from South Dakota and would speak
generally on this bill, 8. 173, if that
g:\;{;l meet with the approval of the

The PRESIDING OFFICER. With-
out objection, it i3 so ordered.
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Mr. BURNS. Madam President, 1
wish to commend the distinguished
chairman of the Senate Commerce
Committee, Mr HoLLiNGs, for the ex-
peditious manner in which he has
moved to build upon his efforts begun
in the last Congress to provide relief
from the manufacturing prohibition in
the modification of final judgment
[MFJ). I applaud the chairman's lead-
ership, foresight, and steadfastness in
moving this important communica-
tions legislation to the floor of the
Senate. I would hope this momentum
will continue with speedy action by
the Senate, and the House action will
follow in timely fashion.

I do not know of anything we have
talked about more in the Commerce
Committee than communications.

Madam President, in my somewhat
brief tenure in this body, I have been
concerned that we have generally ab-
dicated our responsibility over commu-
nications policy. Congress adopted the
Communications Act in 1934, and then
pretty much left it to courts and regu-
latory commissions to make policy
within that framework.

When you stop and consider that
the transistor did not exist in 1934,
nor did fiber or digital switches, some
might argue that we've been a little
remiss In exercising our policy man-
date. With 8. 173, we have the oppor-
tunity to take a-first step in correcting
that.

I am an original. cosponsor of S. 173
and of S, 1981, its predecessor in the
last Congress. From my perspective,
this legislation 18 absolutly critical if
we are to maintaln our place as world
leader in communications, And this
legislation is absolutely critical if we
are to rebuild our telecommunications
Infrastructure so that we can compete
with the French, British, Japanese,
and other countries in the European
Community and Pacific rim in the In.
formation age and global economy of
the 21st century.

While those countries have adopted
the necessary policies to insure they're
at the forefront of technological inno-
vation, the United States, through a
unique mix of action and {nactlon, has
chosen to idle more than 50 percent of
the telecommunications assets of this
country. While Japan is on a path of
fiber to the home by the year 2015,
while France has gone from having a
second-rate telecommunications
gsystem to being the world leader in
video text, while the United Kingdom
has recognized that telephone and
cable television are converging tech-
nologies, the United States has been
content to let a Federal judge decide
the rules of the game, including who
may play and who may not.

This is not a prescription for world
leadership. On the contrary, if we
want to fall behind—some would
argue, stay behind—the French, Brit.
ish, Japanese, and others, we ought to
stay the course, leave telecommunica-
tions pollcy to the courts, and keep
valued assets on the sidleines.
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That is obviously not what 1 am rec-
ommending. Indeed. I am pleased that
at least on the manufacturing issue,
the Senate stands ready to exercise its
policymaking responsibility. It is only
a first step, but a very crucial first
step. I hope it serves as a precursor for
debate on the telecommunications in-
frastructure.

By lifting the manufacturing provi-
sion with the adequate safeguards the
bill provides, 8. 173 recognizes the
principle that Government should not
decide what activities within an indus-
try particular companies may perform.
Simply put, the Government has no
way to determine who the most quali-
fied or most advanced potential com-
petitor might be. We do know, howev-
er, that Increased competition pro-
duces additional benefits, many of
which cannot even be foreseen.

By removing the manufacturing
curbs on the Regional Bell Holding
Co.. S. 173 will put more Americans to
work, and put American capital to
work in the USA. And 1 want to em-
phasize that. We need our capital
working here in our own country. It is
a sad paradox that a country which
leads the world into one of the most
dynamic technological flelds of the
20th century should hamstring one
group with the potential to help us
maintain that leadership into the 21st
century.

In the hearings on 8. 173 and S. 1981
in the last Congress, concern was ex-
pressed that the telephone companies
might try to hide some of the costs of
their competitive manufacturing ac-
tivitles within the regulated local ex-
change sector, thereby transferring
the costs to the local ratepayers. Or
that they might also exploit thelr
knowledge of the technical details of
the local network, or design the con-
figuration of the network to favor
their product offerings in the telecom-
munications equipment.

These concerns are real and born of
experience. But times have changed,
and the ability to monitor regulated
companies competing in unregulated
markets has increased enormously. So
much so, that the Government—the
Department of Justice as well as the
FCC and NTIA—testified that S. 173
had more than adequate safeguards
against these and other abuses.

The alternative to 8. 173 is to contin-
ue banning the Bell Cos. from partici-
pating in manufacturing without even
attempting to make competition work.
1 believe such a “can‘'t do™” attitude is
contrary to the spirit that has made
our great country the leader it is.

I must temper my enthusiasm and
support for S. 173, however, with the
observation that the foresight and ini-
tiative which the Senate is showing
has yet to be extended to another
aspect of the telecommunications in-
frastructure. We continue to be reluc-
tant to take the cne step necessary to
ensure the timely development of an
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advanced. interactive, broadband com-
munications network.

The telephone companies are in the
process of constructing such a net-
work, but the economic pump primer
needed to accelerate the process is the
abllity to provide cable service in com-
petition with existing cable systems.
The potential benefits to the Ameri-
can public and our economy are tre.
mendous.

The Commerce Committee knows
from its extensive hearings on cable
that competition is sorely needed if
consumers are to receive adequate
service at reasonable prices. We also
know that realistically the telephone
companies are the only entities with
the resources and expertise to compete
with cable in the foreseeable future.

The same kind of legal and regula-
tory safeguards which the committee
{inds adequate with respect to the Bell
Cos. entering the equipment manufac-
turing business, are obviously also ade-
quate to prevent cross-subsidy and
competitive abuses If telcos enter the
cable business.

A littie earlier I mentioned that his-
tory tells us AT&T did abuse its mo-
nopoly position with regard to equip-
ment manufacturing. But as the De-
partment of Justice has sajd, there
was no evidence that AT&T did so
with respect to Information services.

Based on what the Department of
Justice, the FCC, and NTIA have sald
about the adequacy of existing legal
and regulatory safeguards and experi-
ence, I do not believe Lhe distinction
between our willingness to recommend
8. 173 and our reluctance to support
teleo entry into cable is supported by
logic or sound public poiicy consider-
ations. If we retard the rapid develop-
ment of our telecommunications infra-
structure, the harm to our economy
and the Amertecan people will, in my
view, even exceed that which will
occur if we fail to enact S. 173.

As a result, on Wednesday, June 5,
Senator Gore and I will introduce the
Communications Competitiveness and
Infrastructure Modemization Act of
1991 which will advance the national
interest by promoting and encoursging
the more rapld development and de-
ployment of natlonwide, advanced
oroadband communications networks
by the year 2015. My bill is designed to
complement Senator HoLLINGs' efforts
on 8. 173 and to move America for-
ward into the information age of the
21st century.

Agalin, Mr. President, I commend the
extraordinary effort of Senator Hol-
lings and his staff. The chairman de-
serves credit for bringing to the
Senate legislation which will move
America forward in the information
age of the 2ist century. I strongly
trge my colleagues to support this
measure.

Thank you, Mr. President. 1 yield
the floor.

The PRESIDING OFFICER (Mr.
RockererLrr). Who seeks recognition?
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The Senator from South Dakota Is
recognized.

Mr. PRESSLER. Mr. President, I
think we have arrived at a critical
moment in the formation of our Na.
tion's telecommunications policy. We
will now have, for the first time, a re-
quirement that there be planning in
the formatfon of our telecommunica-
tions infrastructure that will involve
Bell Telephone Co., small companties,
and. rural telephone cooperatives. It
will be nationwide planning, not only
for rural and small-town America, but
for all America.

Indeed, we do need a nationwide in-
frastructure capable to bring advanced
medical services to rural America. This
infrastructure will allow smaller uni-
versitles and small businesses, to
access new supercomputer technology.
‘This network planning will also speed
fiber optic deployment throughout the
Nation. This infrastructure will usher
us into an era when people in small
towns can video teleconference to
their jobs in large cities.

Since 1978, 1 have served on the
Communications Subcommittee. We
have never had network planning until
this legislation.

I think this amendment is an histor-
ic amendment {n that sense. Many
times in the Commerce Committee I
have pointed out it is not just rural
America but also inner-city urban
America that is left out.

The same thing is true of transpor-
tation in our country. I feel, since we
have deregulated the afriines, and I
was one who voted against this deregu-
jation. we have had some very severe
problems. We have some very great
challenges to meet to preserve our ajr-
line passenger gervice in this country
in a positive way.

That subject may seem separate and
far afield, but the fact of the matter
is. all companies want to serve the
very rich areas and not serve upstate
New York or the smaller towns of
California.

The same thing is true of communi-
cations. My wife and I just recently
had cable TV installed In our home
here in Washington, DC. In our home
in South Dakota we have also just re-
cently had it installed, and this is
1991.

The point s, In rural areas and
inner-city urban areas the companies
are not so eager to provide the service.
The very centers of our cities, and
rural and small city areas are left out.

With passage of the Communica-
tions Act of 1934 we established that
ithere would be a common carrier re-
sponsibility. That is, if you have some
very rich routes, you also have to take
some very poor routes. It 'was not a
system of government subsidies, but a
government system of assigning
routes. If a company took some very
lucrative routes they would also accept
responsibility to expand their commu-
nication service to all areas of their
franchise. That is how we built up our
national system of fcations
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Today we are in a situation that, if
you Mve in a wealthy, densely populat-
ed suburd, you can get all information
services, Piber optic cable allows the
suburban hospital to be connected
with the Mayo Clinic and elsewhere.
But that fs not true if you live in a
smaller city or rural area.

What we are doing here {5 very his-
toric, because we are once again re-
turning to the concept that there wiil
be nationwide planning, that all the
players will be at the table—and that
is very important. I have long fought
that fight in the Senate not only for
communications but dlso for transpor-
tation.

I do not mean to say “I told you so”
on alrline deregulation, but I do not
think that deregulation has resulted
in everything positive. I .think there
have been many parts of our country
that have suffered. I think now we are
going to have to readdress it.

I make these points.to pay tribute to
Senator HouLings for his comcern
about rural America. He has done a
great job in leading our committee and
in leading us on these issues.

I also pay tribute to my colleagues
and cosponsors, Senator GRASSLEY,
Senator SassEr, Senator Baucus, Sen-
ator Burpick, Senator CoNraD, Sena-
tor Dok, Senator WELLSTONE, Senator
Simpson, and Senator BURNS.

1 would like to thank Kevin
Schieffer and Dan Nelson of my staff
who worked very hard on this legista-
tion. I also thank John Windhausen,
of Senator HorLrLings' staff along with
Mary McManus and Mary Pat Blerle
of Senator DawxrorTa's staff. I also
would like to commend the work of
Sue Sadtler, Margot Humphrey, Shir-
ley Bloomfield, Dave Cossen, Lisa
Zaina, and other members of the
Rural Telephone Coalition. -

Mr. President, I urge the adoption of
the amendment.

The PRESIDING OFFICER. The
Senator from South Carolina.

Mr. HOLLINGS. 1 thank our distin-
guished colleague from South Dakota.
He has put his finger right on the
pulse. We ought not work with total
disregard to the small. The Office of
Technology Assessment has reported
that we could develop much better
rural telephone services if there was
better coordination.

The Senator from South Dakota has
taken that charge and included pro-
visions in here that the Bell
Cos. would not necessarily support;
namely, that the manufacturing affill-
ates shall not discontinue or restrict
sales, They did not want provisions
relative to the discontinuance or the
restriction of sales. Once it was agreed
to that it not only included the soft-
ware integral to it, which was suggest-
ed by the Bell Cos. but we put in there
that such sales may be discontinued if

it 18 not profitable. That :nguage is

better than the original &. ment.
Again, at the suggesu. the Bell
1! they wani-o (0 move
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promptly with respect toward the ter-
mination. So we said the Commission
shall, within 60 days, consider various
facets; namely, that at the Bell Cos.’
suggestion, whether the components
necessary to manufacture the equip-
ment continue to be avallable. We are
trying to be reasonable, trying to act
with common sense.

Otherwise, the Bell Telephone Cos,
did not Itke a requirement that they
engage in joint planning and design
with the local telephone exchange car-
riers. We eliminated the idea of engag-
ing in the same operations so there
wauld not be any veto. We also speci-
fled that they be operating in the

‘same area of interest. Wherein they
operate in that same area of interest,
the SBenator from South Dakota had
provided just that; that they do have
Joint network p} and desi
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tively advocated the passage of these
additional safeguards which are cru.
cial to hundreds of rural independent
telephone companies and thelr cus-
tomers throughout the Nation. The
coalitlon—consisting of the National
Telephone Cooperative Association,
the Natlonal Rural Telecom Associa-
tion, and the Organization for the Pro-
tection and Advancement of Small
Telephone Companies—did an admira-
ble job and service to rural Americans.

Mr. President, the rural telephone
protection amendment will provide
America’s rural telephone companies
and their customers crucial safeguards
against any anticompetitive activities
which might result from the passage
of 8.173.

This amendment assures that the
benefits of the new manufacturing en-

We have eliminated a particular ob-
Jection of the joint operations provi-
sion that the Bell Cos. opposed, and
also put in at their suggestion, that
agreement with such other carriers
should not be required as a prerequi-
site ‘for the introduction or deploy-
ment of the new d¢quipment,

Then we made a change at the sug-
gestion of the Bell Cos. that any regu-
1ated local telephone exchange carrier,
rather. than any person could go to
court. We did not want anybody who
had a bad telephone bill run down and
get a lawyer and just clutter the
courts. If there is an objection, under
the law, we are supposed to exhaust
our administrative remedy; not from
the courts, but; namely, the Federal
Communications Commission. You ex-
haust your administrative remedy, and
this puts the regulated local telephone
exchange carrier in the stream court if
it wants to challenge a manufacturing
affiliate which violates that require-
ment.

That was included at the Bell Cos’
suggestion. And also the final phrase
“or such regulated local teleph ‘ex-

s antlclpated under this bill will
be shared by Independent telephone
companies. They are guaranteed avail-
ability of telecommunications and
equipment, including software. They
will be assured coordination and joint
planning with the Regional Bell Tele-
phone Co.

These protections are important and
should help prevent any return to
some of the unfair, discriminatory

.practices agalnst independent tele-

phone companles which occurred prior
to the antitrust breakup of the AT&T
Bell System a few years ago, which an
administrative law judge found to be,
and I quote, “adversely impacted the
quality and cost of independent serv-
ice.”

'I"wo weeks ago, the Office of Tech-

nology and Assessment released a

study requested by myself and others
which is entitled “Rural America at
the Crossroads: Networking for the
Future.” The OTA made numerous
findings that will help policymakers
assure that rural economic develop-
ment is encouraged, not discouraged.
by advances in telecommunications. It
was concluded that we need to recog-

change carrier may seek rellef from
the Commission pursuant to sections
206 and 209.” It is not totally what the
companies want, by any manner and
means,

I commend the Senator froin South
Dakota and join with him in urging
the adoption of the amendment unless
another member wishes to be heard on
the amendment. The Senator from
Iowa would like to speak on the
amendment.

The PRESIDING OFFICER. The
Senator from Iowa.

Mr. GRASSLEY. Mr. President, 1
want to take the floor because I think
it is necessary for us who are cospon-
sors of this amendment to express-spe-
clal gratitude and appreciation to Sen-
ator HoLLINGS and Senator DANFORTH
for their cooperation with Senator
PrESSLER, myself and other cosponsors
of the rural telephone protection
amendment. .

I also want to commend the repre-
sentatives of the Rura! Telephone Co-
alition who have forcefully and effec-

nize and accommodate the special
needs of rural areas. It was also deter-
mined that we must have better co-
ordination among telecommunication
interests, businesses, and local. State,
and Federal officials.

1 believe that our amendment takes
a major step In the direction recom-
mended by this study.

On behalf of Iowa's 150 telephone
companies, I want to again thank my
colleagues for their support of this
very important amendment.

The PRESIDING OFFICER. Is
there further debate on the amend.
ment?

Mr. PRESSLER. Mr. President, [ ask
unanimous consent Lo add as cospon-
sors Senator DoLe, Senator CONRap,
and Senator Burns.

The -‘PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. PRESSLER. 1 urge the adoption
of the amendment.

The PRESIDING OFFICER. M
there Is no further debate, the ques-
tion is on agreeing to the amendment.
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The amendment (No. 280)
agreed to.

Mr. PRESSLER. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. HOLLINGS. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. STEVENS. Mr. President, I ask
unanimous consent at this time to
make a short statement to introduce
legislation. .

The PRESIDING OFFICER. With-
out objectlon, it Is 50 ordered.

The Senator from Alaska Is recog-
nized. .
Mr. STEVENS. I thank the Chair.
(The remarks of Mr. STEVENS per-
taining to the Introduction of Senate
Joint Resolution 155 are located in
today's RECORD under “Statements on
Introduced Bills and- Joint Resolu-

tions.”)

The PRESIDING- OFFICER. The .
Senator from Tennessee.

Mr. GORE. Mr. President, I rise to
support amendment No, 280 and to
strongly support the underlying biil,
8. 173, because I belleve it is time to
reconsider some of the arbitrary limits
placed on the regional Bell Cos. and
their abilitles to compete in &an in-
creasingly complex and competitive
world marketplace.

The chairman of the Senate Com-
merce Committee, our distinguished
colleague from South Carolina, has
bullt a truly impressive record of
bringing this legislation to the floor.
His leadership has enabled this body
to address a relevant concern at a time
when America’s ability to compete in
the world is really being challenged in
an unprecedented way. There were se-
rious concerns about the original bill,
and the Senator from South Carolina
has been diligent In addressing all of
those concerns, both with substantive
changes and with full consideration in
committee hearings.

Manufacturers who fear competition
from the Bell Cos. are justifiably con-
cerned that potential self-dealing be-
tween the regional telephone compa-
nies and their affiliates could stifle
competitors’ abllity to sell their big-
gest customers, the regional telephone
companles.

In particular, I understand the inde-
pendent and rural telephone co-ops
fear that their marketplace for major
equipment might be adversely affected
by Bell Co. involvement in manufac-
turing. The bill goes a long way
toward alleviating this concern. { am
pleased that this amendment resolves
all of the remaining problems, and
again 1 compliment the sponsor of the
bill for going to great lengths to
ensure that the legislation contains
adequate safeguards against any anti-
competitive behavior by the Bell Cus.

1 was especlally pleased to learn
during the committee markup that the
National Federation of Independeni
Business has endorsed S. 173, express-

was
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ing its satisfaction with the safeguards
in the bill. Moreover, I want to report
to my colleagues on the floor that 1
have personally heard from many
business leaders across my own State
of Tennessee that important new busi-
ness and consumer services are now
being held hostage to the current
rules being administered by the Court
under the consent decree. It is time for
the elected representatives of the
American people to set the ground
rules and the framework within which
competition can proceed.

Mr. Presldent, it is significant that
the organization representing the ma-
Jority of our country's communica-
tions workers has enthusiastically en-
-dorsed this legislation noting its posi-
tive impact on U.S. jobs in an industry
that has seen tens of thousands of
jobs move overseas since the break up
of AT&T.

Some opponents of this legislation
have suggested that if Congress opens
thie dour to the regional Bell Cos. to
engage in manufacturing, then surely
the barriers to electronic publishing
and other information services will be
certain to fall.

Mr. President, this bill, of course, in
no way affects the MFJ restrictions on
information services. Many of our col-
leagues who support 8. 173 are equally
concerned that we go slower in open-
ing up information scrvices to compe-
titlon from the Bell Cos.

So again In closing, Mr. President, I
congratulate the chairman of the
Commerce Committee for his leader-
ship on this important fssue, and I
urge all of our colleagues in the
strongest possible terms to stand
behind the leadership of the Senator
from South Carolina to support this
legislation and make the very needed
changes embodied In it.

1 yleld the floor.

Mr. INOUYE. Mr. President, it is
with deep regret that I rise today in
opposition to 8. 173. I have worked on
countless measures with the chairman
of the Commerce Committee over
some 25 years, and there are only a
few times that we have disagreed on a
communications matter. I have great
respect for the chairman and his in-
depth knowledge of communications
issues. However, after careful and
painstaking consideration of this
matter, I continue to feel strongly
that this legislation will not achieve
its objective of increasing American
competitiveness tn the international
communications market. In fact, I be-
lieve it may do just the opposite.

The chairman of the Commerce
Committee believes that the time has
come to lift the communications man-
ufacturing restrictions and institute a
new series of administrative safe-
Fuards against anticompetitive behav-
or.

1 believe that the modified final
Jjudgment s of great benefit to our
telecommunications market, its busi-
nesses and users. Thousands of new
manufacturers have entered the
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market since the AT&T divestiture, As
a result, consumers have benefited
from cheaper and more {nnovative
equipment and many new services,
The trade deficlt in communications
equipment has been reduced from $2.6
billion in 1988 to $0.8 billion in 1990
according to the Department of Com-
merce. In the area of research and de-
velopment, spending by U.8. compa-
nies, including the BOC's, has In-
creasced, not decreased, since divesti-
ture.

During the past 25 years, the U.8.
Government has brought four anti-
trust actions against AT&T. In three
of these actions resulted in divestiture.
In four of these actions, AT&T was
prohibited from engaging in certain
activities. The fissues raised in 8. 173
are not novel.

At the heart of the last two antitrust
actions was the matter of AT&T im-
properly favoring its own manufactur-
ing operations. The Government pro-
duced extensive evidence that AT&T
purchased virtually all of its equip-
ment from Itself, regardless of cost or
quality, and that the FCC and other
regulators were unable to prevent
AT&T from using its local telephone
bottleneck to act anticompetitively. As
a result, the 1984 modified final judg-
ment prohibited those with the bottle-
neck facilities, the Bell Operating Cos.
from manufacturing telecommunlca-
tions equipment.

From an objective standpoint, the
manufacturing remedy in the modified
final judgment has worked. The
BOC's are no longer captive of one
suppller. They now purchase only
about one-half of their equipment
from their old relative, AT&T Tech-
nologies—the new Western Electric.
The number of domestic manufactur-
ers has grown tremendously. In addi-
tion, prices are down, and the rate of
innovation is up. The BOC's are able
to purchase the best equipment {n the
world at the lowest prices. In addition,
on the matter of trade, the United
States continues to have a trade sur-
plus in the most important sector of
the telecommunications equipment
market, the higher value products.

Further, we simply cannot ignore
the Regional Bell Operating Cos.’ in-
centives and capabilities to in
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1atad

ny to the unr
to the tune of $3 million; and a 1985
NARUC audit of Bellsouth found that
the regulated business cross-subsidized
new, competitive Bellsouth businésses,

Finally, in & pending proceeding the
FCC has proposed fining s GTE/
Contel subsidiary for cross-subsidizing
throigh a purchasing subsidiary. I
could go on for quite a while like this,
but I think I have made my point.

The primary issue before us is
whether there are other safeguards
adequate to prevent anticompetitive
conduct. I am concerned about the
FCC's abllity to monitor these poten-
tially mueompeuuve ucta. The CO;n-

d or
monit.orlng cro&s-suba!d!zm.lon applies -
only to the plant used for interstate
service, only about one-quarter of the
total telephone plant. This means that
the State regulators are key to ensur-
ing against cross-subsidies, and they
have not adopted standards similar to
the FCC’s. There are even some States
which have deregulated all or part of
the provision of telephone service,
thus ensuring no oversight or cross-
subsidies.

Equally troubling is the well-recog-
nized fact that the Commission does
not have the resources to conduct fre-
quent audits. In 1987, a General Ac-
counting Office study looking at ways
to control cross-subsidies between reg-
ulated and unregulated telephone
gervices found that the FCC only has
thé resources to audit one telephone
company once every 18 years.

Three of the FCC’s present Commis-
sioners, including the Chairman, have
expressed reservations about the abili-
ty of regulators to regulate telephone
companies. Chairman Sikes has stated
that he does not belleve that:

Career Government people or for
that matter non-Government people
can find out what the true cost of [tele-
phone] service should be.

Similarly, in 1980, FCC Commission-
er Duggan, speaking about the possi-
bility of lemng the telephone compa-
nies provide cable service, sald that he
has a “nightmare” about a:

Bixty story bullding * * * filled with FCC
accountants that would be needed to mon‘l;

tor [

anticompetitive acts stemming from
their control of the bottleneck over
local telephone equipment. The recent
violations by Nynex and US West are
only the latest examples of the Bell
Cos.’ potential to cross-subsidize and
engage in discriminatory practices.
Virtually all of the largest phone
companies which have been audited by
regulatory bodies have engaged in
some cross-subsidization or uniawful
behavior. For example, 8 1986 NARUC
audit of Ameritech found Ameritech
was cross-subsidizing its regulated
business through its procurement
process; a8 1986 audit of Pacific Telesis
by the California PUC found that the
company was cross-subsidizing by as-
signing personnel from the regulated

Y er
they were In the cable televiston business.

State regulators also have limited re-
sources and have not adopted stand-
ards similar to the FCC's. FCC Com-
missioner Barrett, a former State reg-
ulator, stated in 1890 that:

In my years of rate regulation, I've only
seen maybe two States that could recognize
8 cross-subsidy if it was starting them {n the
face.

As for the matter of discrimination
or self-dealing, it is not clear that the
FCC has the experience or resources
to monitor such practices. There {8 no
practical way for the Commission to
monijtor the many thousands, possibly
millions, of transactions, to determine
if the price, terms, and conditions are
nondiscriminatory. The only way to
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address this problem it simply prohibit
the Bell Co. from selling the equip-

ment to themselves. They could still’

sell to other BOCs, other telephone
companies, even companies overseas,
just not to themselves. If you were to

look at the total international market .

for telephone equipment, this would

mean that they could gell to 85 per--

cent of ail purchasers.
) the alleged safeguards in
8. 173 will do little to prevent anti-

competitive acts, there are those wiro
argue that the entry of the BOC's will
deo 0 much to improve our Nation's
competitiveness that they still should
be freed from the prohibition on man-
ufacturing. Since the BOC’s have little
manufacturing experience, they are
most. Nkely to enter the market
thvough the purchase of another firm.
This would merely substitute an
player for existl
The only
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This Senator regrets that the com-
mittee does not have his support. But
I have the full understanding of the
position of the Senator from Hawall. I
appreciate his candor and the way he
has presented it.

I am asking my colleagues to come
forward with their. amendments now.
We did save, I am convinced, & good
amount of time working out the rural
amendment that I had been hearing

. about for over 3 weeks. The Senator

from South Dakota is really to be com-
mended for taking the lead on this
particular matter.

However, now we hear suggestions of

. other amendments,” but we are ready

to move to third reading. Let us come
forward with the amendments, let us
move on and get some votes this
evening so we will be clear tomorrow. I
know the majority and minority lead-
ers have a backup of matters to be

e o1 1 benefit of allowl d
8 telephone company to ex-
would be if there

produced no evidence

large economies exist. In fact, almost
every nailon around the world sepa-
rates ita network provider from equip-
ment manifacturers,

I am also concerned thst thia legisla-
tlon does not prevent the BOC's from
entering into joint ventures with for-
eign manufacturers, particularly for-
elgn manufacturers from countries
which are closed to U.S. companies.
This bill would prevent a regulsted
monopoly to buy equipment from

ed. We want to hear from
other Senators. I do not know of any-
thing else to do. We have been on this
bill since 3 o'clock yesterday after-

noon.

As the distinguished Presiding Offi-
cer knows, many Senators have made
their statements either in support of
or, as our distinguished chairman of
the subcommittee, against this legisla-
tion.

1 yield the floor.

1 suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll. ’

Ms. MIKULSKI. Mr. President. I ask

countries which do not # other

unregulated
ing in their countries.
1 share the aim of 8. 173. I belleve
that we must make the United States
& strong and competitive force in the
internati markets. 1 do believe
that this legislation takes the right ap-
proach. The are founded
more on faith than fact, Moreover, if
we are wrang, it will do great harm to
our Nation's and the world’s top tele-
manufac-
turer 88 well as to other domestic
firma. That price i3 too high to bear,
clally in rison to the specu-
1ative benefits Thus, I must stand In
opposition to this bill,
The PRESIDING OFFICER. Who
ylelds time?
Mr. BOLLINGS. Mr. President, I
iate the stat t of the

from

{ that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Ms. MIKULSKI addressed the
Chalr. :

The PRESIDING' OFFICER. .The
Senator from Maryland.

Ms. MIKULSKI. Thank
much, Mr, President.

1 rise in support of the legislation
pending before the U.S. Senate on
telecommunications, I would like to
congratulate the manager of the bill
on crafting legislation that once more
restores the opportunity for jobs in
the American marketpliace.

Ever since I have been a Member of
the U.S. Congress, and that goes back
to my time In the House, I have been
trystrated with the direction that our

you vei'y

really

distinguished Senator from Hawail He
s the chairman of our Communica-
tions ttee, and he has done
the Hon’s share of the work on all of
our communications Issues;’ A3 was
stated earlier by several of the com-
mittee’s Senators, we have spent, I
guess, 80 percent of our time on com-
munfeationa, On one particular meas-
ure mentioned by the distinguished
Senator from Montana, I know we
have had at least 12 hearings and the
Senator from Hawall has conducted
each of thase 12 hearings.

ications policy has been
going. T have been frustrated over the
fact that telecommunications policy
has essentlaily been drafted, directed.
and lmplemented by the courts, par-
ticularly Judge Greene and his 80-
called divestiture legislation, and the
consent agreement.

Way back when I was & Member of
the House of Representatives and sat
on the Energy and Commerce Com-
mittee, I opposed divestiture. I op-
posed divestiture because It meant the
break up of AT&T. 1 happened to
have liked AT&T the way it was.

.
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Why? Because we had the Bell Lab-
oratories that had 8 number of people
working on it, some of whom were of
Nobel Prize quality, and working. de-
veloping cutting-edge technologies In
communications.

We had as part of AT&T something
called the Western Electric Corp. that
then took the ideas in a laboratory
and converted them into telecommuni-
cations products. In the old days, they
were simply called telephones. Now
the array of products is wide ranging.
1 might add that the Bell Laboratories
were not & government agency—abso-
lutely private sector.

80 we had the private sector doing
the research, then we had Western
Electric developing. manulacturing
the products, and then those products
were sold by littie Bells, or local oper-
ating companies.

We have heard all kinds of language
in this blll, Baby Bells, local operating
companies. Back predivestiture they
were simply called the telephone com-
pany.

Along came divestiture and we broke
up the AT&T framework. And In
breaking it up, we essentially have
eliminated the job manufacturing
part.

Yes. we still have Bell Laboratories.
Yes., we still have the local telephone
companties, But do you know whst we
do not have? We do not have the
Western Electrics anymore. What (s
more. in my State Senator SaARBANES
and I, when we were both Members of
Caongress, each at various times repre-
senting the Third Congressional Dis-
trict, represented Western Electric in
a corridor of employment called
Bruening Highway. General Motors
was there. Western Electric was there.
Dundalk Terminal was there. And it
was a beltway to Bethlehem Steel.

1In that whole corridor, you had good
people making good wages. making
things, making products, and. overall,
employing somewhere over 35,000
people.

Well, that is gone, Mr. President.
Bethlehem Steel is down to 12.000.
General Motors that once employed
six is down to four. We are hoping
they do not move out of town.

Guess what is gone completely?
Western Electric, 4.000 jobs that em-
ployed men and women. I might add. &
substantial ‘number of women, long
before there were equal opportunity
provisions for women. Those jobs are
gOne.

What do we have now? Well. we
were promised a cornucopia ol compe-
tition; that only i{f we had competition,
we would have cornucapia for the con-
sumer. Well, this s one little consumer
that never found that cornucopla. {
found confusion in the marketplace. {
have never received a break on my
telephone bill. All these cheap, long-
distance rates I was supposed to have,
never, ever h d. 1 was deluged
by Sprint, MCI, and all kinds of com-
panies. But I only found high prices.

-
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Andthen, to this day, I still get sev-
eral different kinds of bills, one from
AT&T and one (rom e local telephone
company. It Is now § years later, and I
still do not know who to call if some-
thing goes wrong.

I think, if you do not get a dial tone,
you call the telephone company. If
you cannot trace it—what time do I
have to trace? You have to go out and
see If something s wrong with the
pole. If something i{s wrong with this
pole, it becomes AT&T.

So cornucopia competition has not
meant anything for me. I will tell you
what it has meant to me as a8 Senator:
4,000 men and women who worked at
Western E'ectric Co. are gone; 4,000
people who got up every day and went
to work, earned a living, earned livings
at AT&T levels, working class people,
and had the opportunity to even have
a8 pension and stock options, and to
this day there are people in my com-
munity that are on retirement from
their Social Security, their Western
Electric pension, and some of the divi-
dends comling out of that stock.

So where are we now, and what does
that mean? I have been carrying this
frustration around for 6 years, ever
since we lost the divestiture fight.
This legislation Is the first opportuni-
ty to give Americans a break to get
buck into the manufacturing business.

We have something in here called
“domestic content.” What does that
mean? It means the content has to be
from this wonderful country called the
United States of America. People are
objecting to domestlc content. Domes-
tic content means products made in
America, and American hands-on put.
ting it together.

I happen to like domestic content. I
like domestic content more than for-
elgn content, because domestic con-
tent means Jobs In my State and in
other States.

There are those who say. well, this is
going to violate the antitrust provi-
sions.

Mr. President, I am not a lawyer, so
I do not know a lot about antitrust,
but I do know one thing: The antitrust
clause comes from & 19th-century
economy when we had to regulate a
different kind of economy. Twenty-
first-century economics says that
maybe Instead of trying to comply
with out-of-date antitrust laws, we
ought to change the antitrust laws.
The old arrangement of laboratory
manufacturing to customer service is
exactly the kind of model the Japa-
nese have and on which they are now
beating the zingos out of us in tele-
communications.

So I am for this bill because it pro-
vides jobs. I am for this bill, because it
takes the best ideas that the United
States of America does and turns them
into products. I am very frustrated
that we win the Nobel Prizes with our
{:]search. and other countries develop

em.
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I am glad that the local Bell Cos.—if
this bill passes—will get back into
making products.

So when my name is called, 1 em
going to vote for this legislation. I am
going to vote for it enthusiastically,
knowing that it is golng to produce
jobs and produce telephone products
that will be reliable, have American
quality control, and be compatible.

So that is why when this legislation
comes to final passage, I want every-
body to remember Western Electric
and remember those 4,000 people who
right now—I do not know quite where
they are, but I know they are not
earning the same kind of llving as
when Ma Bell provided jobs.

1 yleld the floor.

Mr. HOLLINGS. Mr. President, I
thank the distinguished Senator from
Maryland. She has really stated the
case with respect to domestic content,
as well as the bill itself.

I am an enthusiastic supporter of
the domestic content proceeding, be-
cause it Is going to make America com-
petitive agaln, particularly in the field
of technology and, thereby provide for
the consumers advanced technology
services and the improvements that
are so much in demand, set out in the
Office of Technology Assessment
report.

With respect to the domestie con-
tent provision, it is intentional. The
European Economic Community, as
set forth in this letter from the Presi-
dent of the United States, has its own
requirements.

1 quote from that letter dated March
9, 1990, from the President of the
Senate majority and Republican lead-
ers. On page 3, I qudte:

The directive t4
and transparent tendering to all producers
whose products are at least 50 percent EC
origin. It also places a 3 percent price pref-
erence on community offers.

This has to do with the European
Economic Community in a report and
findings that substantial progress has
been made and the telecommunica-
tions trade talk conducted under sec-
tion 1375 of the act with the European
Community and Korea, and it contains
the reasons why an extension of the
negotlating period with the European
Economic Community and Korea is
necessary.

So when they are talking about a
veto maybe, or disapproval of this
measure on account of domestic con-
tent, we live in the real world. Would
it not been grand if the Europeans and
other countries had no tariffs or bar-
rlers or governmental action? But the
market s full of it all. Antitrust is one
provision that, in a sense, has outlived,
to some extent, Its usefulness. We used
to look upon size as 8 no-no. In order
to survive here in the International
competition, you are going to have to
have substantial size If you are going
to survive. !

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.
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The legislative clerk proceeded to
call the roll.

Mr. GORTON. Mr. President, I ask
unanimous consent that the order for
the quorum call be reseinded.’

The PRESIDING OFFICER (Mr.
Hourrngs). Without objection, it is so
ordered. .

Mr. GORTON. Mr. President, is the
Senate in morning business?

The PRESIDING OFFICER. No, {t
is not.

Mr. GORTON. Mr. President, I ask
unanimous consent that I be allowed
to proceed as if in morning business.

The PRESIDING OFFICER. With-
out objection, it is s0 ordered.

The Senator from Washington is

recognized.

Mr. GORTON. I thank the Chalr.

(The remarks of Mr. GORTON per-
taining to the introduction of 8. 1216
are located in today's REcoRD under
“Statements on Introduced Bills and
Joint Resolutions.”)

Mr. GORTON. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. SIMFSON. Mr, President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
KoHL). Without objection, it is so or-
dered.

Mr. SIMPSON, Mr, President, I have
inquired of the manager of the bill,
my good friend from South Carolina,
and I ask unanimous consent to pro-
ceed as if In morning business.

The PRESIDING OFFICER. With-
out objectlion, it 1s so ordered. ‘ l

THE CIVIL RIGHTS BILL

Mr. SIMPSON. Mr. President, just
two brief items before I get back to
the matter at hand. I will be glad to
yield at any point, but I shall just bea
few minutes. :

1 wanted to discuss the latest com-
promise civil rights bill being offered
by the proppnents of H.R. 1, the Civil
Rights Act of 1891, and that debate, of -
course, is taking place this day. .

I feel that the proponents of that
bill are simply trying to mislead the
American public into thinking that
that bill does not cause quotas. I have
introduced a bill for the consideration
of the Senate. Our good friend from -
Missouri has done that; others; Sena-
tor DoLE. There are many proposals
presented.

We all realize, I think without any.
question, that the only way you get an
appropriate civil rights bill is with a
bipartisan approach. And I think the
effort with H.R. 1 in the House Is a de-
ception that will not prevall. The sub-
stance of H.R. 1 would leave U.S. em-
ployers with no alternative but to hire
by quota, pure and simple. However,
the proponents of H.R. 1 have, I think,
a clever little shell game going on
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compe(Ttion appears to be what's bothering
most Hispanica,

Immigrant workers are real, live people,
with dreama, frustrations and familles. But
that is a fact to Le sppreciated before
making the decision to Import them, not
afterward.

The nation should pause and give credit
where credit (s due. First, there's the Wall
Strect Journal, which has consistently op-
posed any meaningful measure Lo control il-
1egal immigration. successfully backed huge
Increases in legal Ummigration and now
seeks repeal of employer sanctions. Then,
there's Sen. Dennia DeConcint, D-Aris., and
Rep. Joseph Moakley, D-Mass, who last
year wrangled yet another immigration am-
nesty, this one for Salvadoran illegal aliens.

And let's not forget the Mexican Amer}-
can Legal Defense and Educational Fund
(MALDEF), the National Council of La
Raza ("The Race”), the League of United
Latin American Citizens (LULAC, one of
whose officials was recently charged with
bilking illegal aliens out of thousands of dol-
lars) and the archbishop of 108 Angeles,
Roger Mahony, who a little more than
three months ago officiated at the funeral
of 34-year-old Tina Kerbrat.

Tina Who? Tina Kerbrat—she's the Los
Angeles police officer who died on Feb. 11,
after having been shot in the face by an-
other drunken Salvadoran fllegal alien
across the continent from Mount Pleasant,
In the mother of ail illegal Immigration
sanctuaries, Los Angeles.

The PRESIDING OFFICER. The
Chalr recognizes the Senator from
New Jersey.

COMMUNICATIONS EQUIP-
MENT RESEARCH AND MANU-
FACTURING COMPETITION
ACT .

‘The Benate continued with the con-
sideration of the bill.

Mr. BRADLEY. Mr. President, I rise
today in opposition to the bill intro-
duced by my distinguished colleague
from South Carolina, Senator Hor-
LINGS. My opposition is somewhat re-
luctant. First, because I share the goal
of strengthening America’s telecom-
munjcations industry, and second be-
cause the bill pits the Regional Bell
Operating Cos. against AT&T. Both of
them~—both iIn this case New Jersey
Bell and AT&T—are great contribu-
tors to economic growth in the Nation
and especlally in the State of New
Jersey.

I cannot support tiie bill as it exists,
however, because of my great concerns
that the mechanisms that this legisla-
tion uses to stimulate A:nerican com-
petitiveness will be at best Ineffective
and at worst counterproductive. Fur-
thermore, I am concerned that we
have not learned the Jesson that mar-
kets are more efficient regulatars than
regulators themselves. It s ditficult
for markets to be competitive when
rsanufacturers sell to themselves.

The antitrust action which broke up
AT&T was based on the preriise that
because AT&T controlled the bottle-
neck monopoly at the consumer level
it was in a position to engage in anti-
competitive behavior in its relations
with its suppliers. That Is the basic
case. AT&T, the Government case
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argued, and the courts agreed, had
taken advantage of its bottleneck mo-
nopoly by providing Western Electric,
its manufacturing subsidiary, with
more timely, accurate, and complete
information about technical needs
than the information provided to any
competitors.  Furthermore, since
AT&T's profits were determined by a
regulatory formula which was based
on AT&T's costs, there was an incen-
tive to shift costs into the rate base.
AT&T did this by shifting the cost of
research, design, development, and
manufacturing into the basic tele-
phone network. In other words, onto
the bllls of consumers.

As & result, competition was stifled
by the control that AT&T exercised
and the ability of Western Electric to
sell its products at below the cost of
even making them. Consumers ab-
sorbed the direct cost of this subsidy
in their telephone bills, as 1 have just
stated, and, in essence, AT&T was self-
dealing and the consumers were hurt,
which i3 exactly what would happen {f
8. 173 were to become law, self-dealing
and the consumers hurt.

Where were the regulators in all of
this? Well, the FCC tried to conduct
investigations. The States tried to ex-
ercise their authority to examine local
telephone subsidiarles of AT&T. But
none had jurisdiction over the manu.
facturing affiliates and no one could
document the substdies that were per-
vasive in this monopolized system. A
significant step in what ultimately
broke up the telephone monopoly was
the court's rejection, in 1978, of
AT&T's claim that the FCC had ex-
tensive and effective oversight over
their activities and that it was impossi-
ble for them to engage in the alleged
competitive abuse,

AT&T urged the courts to continue
to rely on the regulators. In other
words, regulators could solve the prob-
lem. But when the monopoly was
broken up, the continued existence of
the bottieneck monopolies was recog-
nized as a continuing problem. In
other words, the regulators could not
solve the problem and the court decid-
ed, and the parties to the agreement,
that AT&T would be broken up.

Central to ensuring that the prob-
lem of anticompetitive behavior and
rate base abuse did not recur was the
imposition of restrictions on the com-
panies that would not control the bot-
tleneck monopolies, the seven Reglon-
al Bell Operating Cos. or the RBOC’s,
as they are called. They were prohibit-
ed from providing long distance serv-
ice, information services, or engaging
in manufacturing.

The restriction, however, does not
preclude the RBOC's from engaging in
a number of activities related to design
and manufacturing such as market re-
search, providing generic specifica-
tions, selecting an exclusive manufac-
turer, funding product development,
or selling consumer premises equip-
ment. None of those are excluded by
the court agreement.
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Some of these allowed areas of activ-
ity have, indeed, thrived. Bellcore Labs’
of New Jersey, for example, i3 a testa-
ment to this policy. I was struck by
the statement of the vice president of
technology systems for Bellcore, cited
fn the minority views of Mr. INnovY®
contatned in the report on 8. 173,

He describes the post-divestiture en-
vironment as marked by--his words,
vice president of Bellcore—a major
progress towards the opening of the
telecommunications marketplace
through the free flow of information
on architectures, requir ts, ' and
interfaces. The response has been an
outpouring of products that Bellcore's
clinets—that is the RBOC's—are using
to grow and to evolve their networks,
to provide existing services more eco-
nomically than heretofore and to pro-
vide new services.

He goes on to cite that the supplier
database, the telecommunications sup-
plier database, has grown from 2,000
companies in 1984 to 9,000 companies
in 19889,

How could Bellcore be affected by 8.
173? Proponents have argued that
since the RBOC's would be manufac-
turers, they would invest more in Bell-
core.

However, if each RBOC had a com-
peting manufacturing affiliate, what
tncentive would these competitors
have to contribute to a common R&D
pool? On the contrary, individual
RBOC’s would focus their R&D re-
sources on their own projects, not on
research that would be shared with
their competitors.

Purthermore, this argument forgets
that Bellcore is a special institution,
exempted from antitrust laws specifi-
cally because its clients, the RBOC’s,
are precluded from engaging in manu-
facturing. If the regional companies
had manufacturing affiliates, then
antitrust laws would prohibit the shar-
ing of R&D costs by competing manu-
facturers. 8. 173 might put Bellcore
ouf of business, not bring miore in
R&D

1el 1

The ex di: tions
market and network of suppliers from
2,000 to 8,000 in about 5 years is the
direct result of the free and open com-
petition to supply the needs of the re-
glonal operating companies. Since
they.do not have an In-house supplier
to whom they have every incentlive to
rely on, the RBOC's have used their
size, resources, and technical expertise
to essentlally be investive money ma-
chines for one of America’s fastest
growing and most important indus-
tries.

8. 173 threatens that success. In-
stead of a thriving Industry, we could
very well end up with a self-dealing,
cross-subsidy, and anticompetitive be-
havior.
© Proponents of this bill present a
dark vision of America’s role in the
international telecommunications
market, In fact, the International
market for high-end telecommunica-
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tions i3 rapidly expanding and Ameri-
- ‘can firms are the No. 1 benefactors of
its growth.

Our trade surplus—underlined sur-

- plus—in switches, network needs, and
other sophisticated technology has
grown from $115 million in 1988 to
$710 million in 1860, & §00-percent in-
crease, The deficit in telecommunica-
tions is in consumer products equip-
ment. But even if we Include consumer
premises equipment—the telephones
and fax machines—the U.S. trade defi-
cit has declined from $2.6 billion in
1888 to $800 million in 1980.

How will 8. 173 change the situa-
tion? Proponents hope that the
RBOC’s intimate knowledge of the
telecommunications network and their
tremendous capital and human re-
sources will make them strong players
in the international telecommunica-
tions market.

, 1 am concerned that 8. 173
may have the opposite effect. The two
qualities that RBOC undeniably pos-
sess—their intimate knowledge and
tremendous resources—are exactly the
reasons that AT&T was able to engage
in anticompetitive behavior and abuse
of the rate base.

The reglonal operating companies
will get a share of the telecommunica-
tions market but that may come at the
expense of other manufacturers and
not increase the overall total. Even if
each regional operating company only
captures 10 percent of the market,
that 15 70 percent of the total that will

for to titors by the
unfair advantage that the regional op-
erating compa.nles have by virtue of
their regulat. olies,

8o it could very well have the oppo-
site effect as the proponents of this
bill contend.

8. 173 will clearly change distribu-
tion within the pie, but it will not
make the pie any bigger.

Arnother way that S. 173 hopes to
improve the structure of the telecom.
munications market is through a do-
mestic content provision. That provi-
sion has many loopholes that are pro-
vided by the bill and those loopholes
probably make a bad situation worse.
The regional operating companies may
use parts manufactured abroad but
must certify to the FCC that it has
made a good-faith effort to obtain
equivalent parts in the United States
and that the cost of these parts is less

than 40 percent of the sales revenue-

derived from that equipment.

Each year, the FCC and the Secre-
tary of Commerce shall determine
what percentage of the revenues come
from RBOC. The FCC can
penalties if it deems a firm is
in violation, and any supplier claiming
that the supplier did not make “a good
faith effort” to buy the components in
the United States can file a complaint
with the FCC or can sue the affiliate
for damages caused by the manufac-
turing aftiliate’s actions.

If 1 understand this correctly, if I
am an American firm that makes a
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part that a telecommunications manu-
facturer can use, and that telecom-
munications manufacturer decides a
better and cheaper part is made by a
competitor of mine that happens to be
owned or based overseas, then I can
sue the manufacturer for choosing a
better and cheaper part than mine.

The only American industry that I
see being made more competitive by
this provision is the legal industry, not
telecommunications.

Just as this bill would be & boon to
lawyers, it would be a bust to all con-
sumers of telephone services. It has
been argued here that S. 173 contains
more than adequate safeguards
agalinst abuse of the rate base through
cross-subsidization. That has been the
argument made countless times. It has
been sald that we should rely on the
regulators to prevent the regional op-
erating companies from taking advan-
tage of their bottleneck monopoly.

It has a strange ring of familiarity to
it. It sounds just like the arguments
that AT&T made when the Govern-
ment began to press {ts case. Let the
regulators take care of it.

If there is any lesson that we should
have learned in the past decade, it is
that the markets are much better reg-
ulators than the regulators them-
selves. Even f the FCC can track
direct subsidies, which is a major ques-
tion, how will the regulators monitor
the indirect subsidies provided
through cost allocation and the shift-
ing risks from competitive to monopo-
1y ventures? For example, how will the
FCC sallocate the cost of training and
the salary of regional operating em-
ployees who are working, laying out
the generic specifications for the prod-
uct and regional operating affiliate de-
velops?

How. will the FCC determine what
percent of the increase {n a regional
operating company’s cost of capital is
due to the perception that it s affill-
ated, is engaged in financially risky ac-
tivities?

All of these are enormously compli-
cated questions, They are now an-
swered by this bill. And the answer. is
they will not be regulated.

To be quite frank, the honest nnswer
is—1 should say the most ‘honest
answer is that no matter how sophisti-
cated their tracking and reporting
techniques, the regulators will never
establish solid answers to these ques-
tions.

Ironically, proponents of eliminating
the manufacturing restrictions point
to the FCC's success in auditing the
manufacturing arm of NYNEX.

The rate base abuse and cross subsi-
dization that was taking place at mate-
rial enterprises, however, was not re-
vealed by sophisiticated financial anal-
ysis technique. It - was not revealed by
an audit team sleuthing for the regu-
lator and discovering the abuse. No. It
came to light only because an employ-
ee leaked the story to the Boston
QGlobe. And even then the FCC was
not able to act until 6 years after the
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violations occurred. And we are going
to depend on regulators in this
matter? It just will not be successful.

If we have learned the lesson that
markets are more efficient regulators
than regulators, if we ask whether this
would increase the size of the telecom-
munications market or just shift busi-
ness to the regional operating compa-
ny, f we are concerned about the
impact of cross-subsidization on the
telephone consumer, then the right
decision would be to retain the manu-
facturing restrictions on the regional
operating companies.

Unfortunately, that {s not what this
bill does, and that is why 1 will oppose
the legislation.

Mr. HOLLINGS. Mr. President, I
suggest the absence of & quorum.

The PRESIDING OFFICER. The
clerk will call the roil.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. HOLLINGS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

MORNING BUSINESS
Mr. HOLLINGS. Mr. President, I ask
unanimous consent that there be &
period for morning business with Sen-
ators permitted to speak therein.
The PRESIDING OFFICER. With-
out objection, 1t is 50 ordered.

CRISIS IN YUGOSLAVIA

Mr. MOYNIHAN. Mr. President, re-
cently the esteemed Flora Lewis wrote
of the ongoing crisis in Yugoslavia.
She noted that this extreme example
of ethnic conflict may well be a har-
binger of things to come, that success
or fallure in this case may establish a
pattern for other similar disputes
which are bound to arise. 8he closed
her article with this warning: “It is a
test of whether the new Europe can
keep its own order, with implications
far beyond Yugoslavia.”

1 commend this cogent article to my
colleagues and ask.unanimous consent
that ft be printed in the Recorp.

There being no objection, the article
was ordered to be printed In the
RECORD, as follows:

{From the New York Times, May 31, 1991]
How To Stor A CiviL Wan
(By Flora Lewlis)

ZaoRres, YUGOSLAvIA.—The shouting match
among Yugoslavia's ethnic rivals s becom-
ing a shooting match.

Some Croatian leaders say the warning
that civil war looms is only “Serbian propa.
ganda” and that the country can and should

1y break up Into independent states.
1n vowing yesterday to secede from Yugo-
slavia by June 30 unless the turmoil dividing
the country Is soived, Croatfs confidently
asserted to the world that it can prosper on
Its own.

Tenstons and tempers are high. There are
minorities in too many places and interests
ate too intertwined to solve the dispute by
redrawing maps. The U.8. and the European
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TFLE_COMMUNK,ATIOI\b EQUIP-
IMENT RESEARCH AND MANU-
FACTURING COMPETITION
ACT

The PRESIDING OFFICER. The
clerk will report the pending business,
whie h is 8. 173.

Th stant legistative elerk

read

A b 4S 1°3) to permit the Bell Tele-
l)h')I\" Compauies to conduct ressarch on.
. and manufacture telecommunica.
Ans equipment, and {or othsr purposes.

The Secnale resumcd consideration
of the bill,

The PRESIDING OFF‘lCER. The
Chair recognizes the Senator from
South Carolina {Mr. Hon INGS ),
HOLLINGS. Mr. Preside
¢ oul on yesterday the so-v
rural amendment, where we ceriainiy
#Ol Away from the operations lun-
ruage in the original amendment so
there would be no veto, so thal we
would also require that, In other
words, so long as they would be

e original amendment, 1 should
poiitt cut, the amendment of the Sena-
South Dakota, had a veto by
telepshone companics over
the uperailons of the Bell Cos. It elso
contained A provision in there that the
Beli Cos. had to contlnue to sell to the
rural companles irrespective of wheth-
or they had discontinued that particu-
lar equipment and moved on U9 more
acvanced equipinent, and continue to
sell it 1o them even at a loss.

We did away with those things, obvi-
ously, an

Sienator fremr Scouih
! . ink we have now a mod.
sirong dment whareby the bigs

will not potble up the smalls; where bv
there will be planning; wherchy we
will be adhiering, in a sense, 10 the ad-
monition of the Office of Tvchnnlogv

Assessinont, where they said  with
beiler planning with the smizll. rural
entitics by the larger Bell Cos.. that

you could get advanced and better
services In the rural areas. And that
wis the {ntent, 1 would say. 1 gussa. of
=1 169 Senators

However, an atmosphere develops
hiere where now for 2 days they con-
tnue to telk about amendments. i am
L3ing {6 have to revert Lo my old days
in the State legislature: You either
brouzhi your amendments up or we
moved on, and we would just have to
gl Lo third reading.
The reazon 1 am making Lhese com-
maents now —1 am checking where Lhey
E they have certain antitrust lan.
2. I am prepared o put up certain

st lamguage, If there Is any

¥
‘¢ the language that has been
used In several other stalutes. The
precedent Is set. There is no intent in
this b,

We did not Just bring up this bill
erday. This bill has been worked
itly for the last 3 years by all
cts and all lawyers and all lalvrh
an d ali abilities.
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It is very C'\uuou.,ly and deiiberately
drawn, with a balance in there to
make certain that the Bell Cos. are al-
lowed to manufacture through wholly-
owned subsidiarics. entirely separated,
without any cross-subsidization, with
notification. restricted kind of self-
dealings and everything else and, with
respect to antitrust—even when we got
to the planning, and that Is what in.
duced my comments here this morning
inltially—we snid in conformance with
the aniitrust laws.

Some still think maybe that Is not
sufficient. They want to rewrite the
hil!, “provided however,” "provided
however.” We are prepared to try to
table those amendments but they do
nol. ecome with the amendinents. We
understand there is one with domestic
content. The inlent is clear. Competi-
tion In the world market and every:
thing else, all has domestic content {n
there. We ceortainly did not put this
bill in for forcign manufacturers. That
is where they are. We are Lrying to
tring them back home. There is no
doubt about what the intent is here, in
this particular bill,

S0 those who want them to continue
to manufacture overscas and every-
thimg elze about domestic content, let
them bring their amendment, or this
particular Senator is really encour-
aged, mfter 2 days and none of the
amendments comning, to just put up
the amendnient and move Lo table my
own amcendment and move on, The
Senate has to get on with its business.

Maybe an atmosphere has developed
where some think we are wheeling and
d=ating and rezdy to accepl. We are
hard headed. We are willing
but in the context of not ac-
g, it Is after due and delibernte
consideration. ‘This bill has been
worked and worked and worked over
and all the caveats are in there. It is a
well-balanced bill. It has bipartisan
support—strong support on all sides
beeause it has been worked and we
have taken care of these misgivings
that some could have had. The intent
is ciear. We are ready to move.

1 am cheeking with the other side of
tite aisle to see if I cannot just go
shead with the amendment that fs ru-
mored, bring it up myself and move to
table my own amendment and move
on o third reading so no one can com-
rlain they did not even get consider-
ailon. We are going to get consider-
ation here shortly,

The PRESIDING OFFICER. The
Chair vecognizes the Senator from
Obhio [Mr. METZEGBAUM].

Nr, METZENBAUM. Mr. President,
I respect the diligent efforts on the
part of the manager of the bill to pass
this logislation, I spoke Lo the bill
shortly after it came to the floor and
indicated I had some concerns both
from the consumer standpoint as well
as from the question of domestic con-
tent, the gquestion of whether or not
we would be losing jobs rather than
making jobs, I was prepared to come
here yesterday with a rather fulsome

BEST COPY AVAILABLE

S 7065
speech, T thought it was a pretty gond
speech I was roing to make. But the
fact is some Mcmbers on the other
side of the alsle saw fit to bring up
their position with respect to the civil
rights bill, which they certainly had a
right to do. But that consumed about
an hour and a haif of time. Then
there was considerable discussion con-
cerning Lhe rural amendment, a
matter with respect to which I was not
directly involved. And I am over here
this moming prepared to address
myself to the subject and have already
had discussions with the manager of
the bill,

It ts my understanding, and 1 said to
him I was prepared to go forward, but
I was prepared to explore the possibili-
ty of accepling or discussing some
amendments. The last I had spoken
with my friend from South Carolina,
the understanding was his representa-
tives and mine were going to sit down
and mcet. I guess his representatives
and mine ere sitting back there ready
to sce if they can work out Lhese mat-
ters. If they are able to do so, I think
it will accelerate the process greatly.
We are ready; they are ready to nego-
tiate.

1 yicld the floor.

The PRESIDING OFFICER. Who
secks recognition?

Mr. METZENBAUM. Mr. President,
I supgest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. GORTON. Mr. President, I ask
uhanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
SanForp). Without objectlon, it Is so
ordered.

Mr. GORTON. Mr. President, I ask
unanlmous consent that I may proceed
for 5 or so minutes as In morning busi.
ness.

The PRESIDING OFFICER. With.
out objection, it is so ordered. : i

DRIFT NET FISHING

Mr. GORTON. Mr. President, time
and again, this Senator has urged the
admlinistration and the Senate to take
action to end the deplorable practice
of drift net fishing. During the last
couple of years, this fishing practice
has gone from a scourge few people
knew about to onc recognized by the
world community as so destructive
that #t must cease totally and Immedi-
ately.

I am heartened by the U.N. resalu-
tion to end this practice by June 30,
1992. 1 was proud to work with Sena-
Lors STEVENS and PacKkwoob last year
in incorporating new antidrift net
amendments in the Magnuson Act. I
am also pleased to be a cosponsor of
Senator Packwoop's bill, S. 884, the
Drift Net Moratorium Enforcement
Act. This bill, which I predict will be
passed by thé Senate this year, would
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require the President, on January 1,
1992, to certify any country which has
not notified the United States of its in-
tention to stop drift net {ishing by
June 30, 1992. 1 a country is certified,
then the President is authorized under
the Pelly amendment, to ban the
import of fish or fish products from
that country. In addition, it gives the
President the authority to invoke a
wide array of sanctions against a coun-
try that continues to violate the mora-
torfum after June 30 of next year.

Unfortunately, Mr, President, not
everyone Is getting the message that
the world community is demanding a
ban on drift net fishing. I have just re-
ceived evidence that on May 13 of this
year, & Natlonal Marine Fisheries
Service agent accompanied Canadian
Maritime Forces on a high seas drift
net patrol utilizing a high-technology
Canadian P-3 aircraft. Over 4 days,
the patrol covered nearly 750,000
square miles of high seas areas and
10,000 mtiles of flight legs. This patrol
detected in positlon 40 41'N/164 32E a
vessel of the People’s Republic of
China. This citing is especlally note-
worthy because it {s the first instance
that a Chinese vessel has ever been
documented conducting drift net fish-
ing activities, It was seen in an area
where numerous other high seas drift
net vessels have been sighted illegally
fishing for salmon and steelhead since
April of this year. This vessel was
flying & People's Republic of China
national flag, displayed a large red
star on both smoke stacks, and had a
large high seas drift net clearly visible
on its deck and ready to set in the
water. The vessel's name was deter-
mined to be the Luo Ling No. 3.

Mr. President, today I am sending
letters to the National Marine Fisher-
ies Service, the Coast Guard, and the
Department of State, which has been
very reluctant to report this violation,
demanding that each of them investi-
gate and pursue this matter aggres-
sively.

I welcome my colleagues’ support for
this action. Working together with
Senators PACKwooD, STEVENS, and [
may say the chairman of the Com-
merce Committee, who is here manag-
ing the current bill, and other col.
leagues in the Senate who understand
the importance of this i{ssue, we will
attempt to convince the administra-
tion, and the drift netting nations of
the world, that this deplorable prac-
tice must end.

Mr. HOLLINGS
Chair.

The PRESIDING OFFICER. The
Senator from South Carclina.

Mr. HOLLINGS. Mr. President, I
thank my distinguished colleague
from Washington, and I hope we can
move on that important matter, a
matter of concern to all of us.

addressed the

FLOOR PRIVILEGES

Mr. GORTON. Mr. President, I ask
unanimous consent that Keith Kreh-
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biel, the congressional fellow on the
staff of the Republican leader, be given
privileges of the floor during consider-
ation and votes on S. 173.

The PRESIDING OFFICER. With-
outl objection, it is so ordered.

sTELECOMMUNICATIONS EQUIP-
MENT RESEARCH AND MANU-

FACTURING COMPETITION ACT

The Senate ceatinued with the con-
sideration of the bill.

Mr. HOLLINGS. Mr. President, so
colleagues will know with respect to
the Simon amendment, I understand
that they are now finalizing the lan-
guage of the Simon amendment. The
Simon amendment goes to the heart
of the issue concerning audit of the
RBOC's. Under his amendment, there
is a requirement that the FCC estab-
lish the rules and regulations and con-
duct audits of the RBOC's and their
Affiliates as well.

1 understand the distinguished Sena-
tor from Ohio on the matter of the en-
gaging with the coliaboration under
that section F. A Bell Telephone Co.
and its affiliates may engage in close
collaboration with any manufacturer
of customer premises equipment of
telecommunications equipment during
the design and development of hard-
ware, software, or a combination
thereof. That does not violate the pro-
hibition' against cross-subsidization.
and It does not repeal the antitrust
provisions relative to this particular
act.

We would go along with that phrase
if it says also consistent with the
provisions prohibiting any cross-subsi-
dization by the Bell Cos. with their
particular affillates.

We also would work with Scnator
SiMoN to resolve the issue concerning
States audit authority. As now under
the law the States have not only that
volition but they have that responsi-
bility from time to time to carry out
audits of the RBOC's. I lmagine that
25 percent of the Bell Cos. business
would be in the interstate arena and
as a result audited at the Federal level
by the Federal Communications Com-
mission. The remaining 75 percent of
the Bell Cos. business Is regulated at
the State level as intrastate and the
local public service commissions there
would be responsible for the audits.

It is the intent, as I understand, of
the Senator from Ilinois, that his
amendment will require States to over-
see audits of the RBOC's. These
audits shall be conducted by an inde-
pendent auditor selected by the locat
commission, and we are working out
the specific language on the Issue of
access to the books and records of the
RBOC's and their affillates. Of course,
you cannot do an audit uniess you
have the books.

‘We do have some reservations on the
issue of giving access to RBOC's finan-
cial information about giving the
States the right to look at the books
anytime, for any or no reason. RBOC's
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could find themselves being audited al}
the time, at every level. We want to
make sure that s carried on In a judi-

cious fashion and with probabic
Cavie—nol JUSt Te.ng oviTregu -
aud:iers in tne RBO offices L]

the clock all the time. 1 hope when
both sides clear the language we will
be ready to go.

Mr. President. I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded
call the roll.

Mr. INOQUYE. Mr. President. 1 ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Witt:-
out objcction, it is so ordered.

Lo

AMENDMENT NO. 283

Mr. INOUYE. Mr. President, I rise
on behalf of Senators Dobpn, LiEBEn-
MAN. AKaKA, WELLSTONE, and myself,
to offer an amendient to S. 173, the
Telecommunications Equipment Re.
search and Manufacturing Compiti-
tion Act. The purpose of my antend-
ment is to strengthen the salceguards
against seif-dealing by the Bell Tele-
phone  Cos. This amendment  will
cnsure that the telecommunicaticns
cquipment market remaing competi-
tive by: First, ensuring other manufac-
turers continue to have an opportuni-
ty to sell equipment to the Bell Cos.,
and second, requiring that Bell manu-
facturing affiliates sell equipment 1o
other users.

My amendiment addres
serious issue raised by this legistation,
nametly the ability and Incentive of the
Bell Telephone Cos., which are tocat
monopoties, to purchase equipment
from their affillated manufacturers
and joint ventures to the detriment of
consumers and competitors. This abili
ty to leverage their control over the
local bottleneck poses two dangers,

First, there is a danger that by pur-
chasing from themselves they will do
s0 without regard to the quality or
price of the product. This in turn in-
creases rates to local residences and
businesses beyond those whichh would
exist in a competitive local exchange
setting, Cross-subsidies from monopaly
services end up supporting less than
competitive enterprises.

The other danger confronts the Bell
manufacturing afliiiate’s compelitors,
who are forced to compete npainst a
subsidized and favored venture rather
than in an open market. Favoritism
could take many forms; Sharing ad-
vanced network  information, stand-
ards, marketing and other informa.
tion; personnel exchanges; or even out.
right bias in procurement. This
amendment does not bar scif-deating
entirely.

This amendment  recognizes  that
each Bell Co. which Intends to manu-
facture (elephone  equipmen! st
submit to and receive FCC approval of
a plan ensurmg that: First, each Bell
Telephone Co. that engages in miann

the most
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facturing will purchase a majority of
its equipment from unaffiliated firms;
second, each Bell manufacturing affili-
ate must sell at least 20 percent of its
equipment to unaffiliated companles;
third, personinel of the Bell manufac-
turing affiliates wiil not participate in
formulating or devcloping generic or
specific equipment requirements and
standards. or obtain advance notice of
such requirements; and fourth, unaf-
fillated firms have the same opportu-
nity as the Bell manufacturing affili-
ates to prepare and submit proposals
to sell equipment to the Bell Tele-
phone Cos. and have their equipment
evaluated on their merits.

The roestrictions imposed by this
amendment are of limited duratien.
The FCC must repeal these restric-
tions upon a finding that there is ef-
fective compelition in the local ex-
change service. Under this amend-
ment, effective competition cxists
when a majority of the residential and
business subscribers have access to
local telephone service provided by an
unaffiliated firm: and a substantial
emount of such subscribers actually

subscribe to an unaffiliated firm's
services.
Finallv. this amendment requires

the FCC (o report to Congress on the
state of competition in local telephone
markets, the prospects for the devel-
opment of competition, and the par-
ticular regulatory. technical. and fi-
nancial barriers to the creation and
maintenance of competition. By pro-
viding objerctive standards to judge the
brhavior of the Bell Telephone Cos.
and their affiliates, we prevent the
Belis from foreclosing their market to
unrelated vendors.

Further, we provide a benchmark to
raepsure the compeijtivencss of Bell
«nd non-Bell manufacturers. If Bell
manufacturing affiliates are unable to
sell a substantial fraction of their
products Lo Independent third parties,
then one might Justifiably wonder
whether they are truly economically
viable in a free market environment,
or subsisting on the local exchange
monopoly.

This amendment is a reasonable
compromise which mcets the objec-
tions of those who fear that the Bell
Co. will engage in cross-subsidies or
self-dealing at the public’s expense.
This amendinent provides an addition-
al layer of protection for consumers,
consumer advocates, mass media. and
competitors.

Mr. Presldent, if I may submit an in-
aniry to my chairman. 1 realize he has
worked most dilizgently for a long
weriod on this measure. But. as he
hnows. I sincerely believe this measure
141568 some very serious Issues which 1
believe must be addressed. If he would
give this amendment his serlous con-
sideration if and when we do go into
conference. 1 am prepared to withdraw
this amendment and do not wish to
prolong this proceeding.

Mr. HOLLINGS. Mr. President. [
want to give the distinguished Senator
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from Hawall that assurance he re-
qutres and requests.

The Senator from Hawall and the
Senator from South Carolina have a
similar interest with respect to self-
dealing. S. 173, as a result, prohibits
the RBOC's from manufacturing in
conjunction with onc another, they
also must have scparate financlal
records and keep their books of ac-
counts of manufacturing activitics sep-
arate entirely from their telephone
company and they must file all of this
information publicly.

They cannot perform sales, advertis-
ing, installation, production, or main-
tenance operations for an affiliate.
The RBOC must provide opportunities
to other manufacturers to sell to the
telephone company that are compara-
ble to the opportunities they provide
RBOC affiliates and the RBOC may
only purchase the equipment from its
affilfate at the open market price.

The bil) also contains provisions pro-
hibiting cross-subsidization, limiting
the equity ownership of the affiliate,
and prohibiting the affiliate from in-
curring debt from the RBOC itself.
We think we have the RBOC's manu-
facturing affiliate pretty well fenced
off from the telephone company.

What happens, if you really get an
amendment to limit self-dealing to 50
percent or less, which would require
the Bell Co. to obtain the majority of
fts the equipment from unaffiliated
firms, you are really going to stultily
the incentive that we are trying to
obtain—that is to allow the RBOC's to
g~t into research and into develop-
ment and into manufacture and stay,
as we have said, on the cutting cdge of
telecommunications technology for
the benefit of the consumer.

We think this is a consumer Dbill. 1
know the Senator thinks his amend-
ment {s a consumer amendment. It
could be that in conference we could
siudy {t and we could make same ad-
justment, and I would be glad to look
at it in that tight.

I must. as a caveat, state in a sort of
botiom line fashion, that no self-deal-
ing limitations are required of those
foreign companies who have taken
oor the market, It took me over an
hour to list their activities, thelr pur-
chases, their permeation of the tele-
communjcations research and develop-
nient in this country. These foreign
cumpanies .manufacture here in this
country. You and I think we have an
FCC. and we have some littie domestic
ccmpnar over here with some maney
and we think we are going to control
thein and we are going to keep free
markets. Meanwhile, -Lthe foreigners
are geing to take over our market
rizht under our noses.

You see. that is the fundamental
intent here, that the Bell Cos. should
be able to buy the equipment they
manufacture. But it has to be done on
ain even-Steven basis. all aboveboard,
with no special pricing or anything
else of that kind.
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We would be delighted to look at
that {dea in conference.

Mr. INOUYE. Mr. President, I am -
most assured by that commitment,
and with that commitment and assur-
ance, I will withdraw my amendment.

But before 1 do, I ask unanimous
consent that Senator MeT2zENBAUM be
listed as a cosponsor.

The PRESIDING OFFICER. With-
out objection, it so ordered.

Mr. DODD. Mr. President, I rise in
support of the Inouye-Dodd effort to
Increase the safeguards against self-
dealing in 8. 173, the Telecommunica-
tions Equipment Research and Manu-
facturing Competition Act of 1991,
and to ensure an open and competitive
market in telecommunications equip-
ment.

First, 1 must compliment Senator
HoLLINGs and the Commerce Commit-
tee on giving this issue and telecom-
munications pollcy, in general, such
serious consideration. It is common
sense that our ability to achieve is di-
rectly related to our ability to commu-
nicate—this is as true for a person as
for a nation. And this is why defining
a telecommunications policy for our
Nation is critical and why I commend
the chairman and the committee for
their work in this area.

However, I remain concerned this
bill has Insufficlent safeguards to
assure the desirable goal of the spon-
sors. One need not go back to the
strong case made against MabBell,
which brought on the divestiture of
AT&T. to locate cases of abuse. Just in
the past few years, both NYNEX and
U.S. West were found in court to have
engaged in anticompetitive behavior.
The NYNEX case strikes very close to
home in this debate, as NYNEX was
caught paying inflated prices to an un-
regulated manufacturing subsidiary
and passing on these costs to their
local ratepayers. i

1 am seriously concerned that this
bill, while It does contain important
safeguards. does not go far enough to
protect ratepayers, other consumers,
and manufacturers.

As currently constructed, the poten-
ttal for abuse remains too great. While
the Regional Bell Cos. maintain mo-
nopoly control over local telephone
service, opportunities and, indeed, in-
centives exist for them to frustrate
and impede competition. For {nstance,
timely information is essential to a
competitive manufacturer, if a region-
al Bell Co. released technical informa-
tion to its subsidiary directly and then
later to the Federal Communications
Commission, the delay would disad-
vantage other manufacturers. There is
also the potential for other abuses
such as cross subsidization. These ef-
fects may not be intended in this
measure, but as they would provide a
competitive advantage and a greater
profit at the expense of captive local
ratepayers, we must consider how to
lessen the potential for such abuses.
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We also owe the current tel
munications manufacturers this extra
consideration. Except for AT&T, this
lndustry was nonexistent 10 years ago.

Bell C ications
Raearch. the Jolnt research arm of
the T regional companles, lists 9,000
suppliers of products to the Bell sys-
tems. While there is a trade deficit in
this industry, 1t is declining—it
dropped from $1.8 billion in 1989 to
$800 million in 1990. In Connecticut
alone, several thousand workers are
employed in this field and it Is a grow-
Ing number. Just last week, I was in
Middlebury and visited & company
which has grown {rom a small 1 man
operation to an enterprise which em-
ploys over 1,700 individuals in manu-
facturing switches for shipment
around the United States and the
world. This company and others like it
are not concerned about competition:
they are concerned about the estab-
lishment of an unfair playing field
with the enactment of this measure.

The amendment, which we are now
considering, would eliminate the likeli-
hood of such abuses, but at the same
time 1t would preserve the potential
benefits of the entrance of the region-
al Bell Operating Cos. Into research,
development, and manufacturing—the
benefits to the Regional Bell Cos. as
well as to the industry and country as
a whole. It would allow the Bells’ man-
ufacturing affiliates to participate and
compete In the world market and in
other domestic markets, but disallow it
from selling solely to itself and from
belng its own sole equipment provider.

This provision would ensure that
there is fair competitlon among manu-
facturers, including the Bell affiliates,
to provide the local Bell Telephone
Cos. with the best product at the least
cost. Thereby, manufacturers, rate-
payers, and the Bell Cos. themselves
would be ensured of the benefits of a
fair marketplace.

Mr. President, while I am disap-
pointed that this amendment will not
be Included in this biil at this time, 1
appreclate Senator HoLuings' commit-
ment to give this amendment, and the
concerns which It addresses, his seri-
ous consideration In the conference on
this bill.

The PRESIDING OFFICER. The
clerk will report the amendment, and
then the amendment will be with-
drawn.

The legislative clerk read as follows:

The Senator from Hawall (Mr. Inouvvys),
for himself, Mr. Dopp, Mr. LizscrMan, Mr,
ARARA, My, Wriistonzr, and Mr. Merre-
;:;Mﬂl. proposes an amendment nhumbered

Mr. INOUYE. Mr. President, I ask
unanlmous o::sent that readlng of the

wit

The PRESIDING OF‘FICER With-
out objection it i3 so ordered.

‘The amendment is as follows:

At the end of the bill, add the following:

“Sgc. 228. (a) The Commission shall pre-
scribe regulations requiring that any Bell
Telephone Company that has an affiliate

in any
by section 227(a) shall—

“(1) not engage in manufacturing until it
has filed and received Commission approvai
of a plan that ensures—

‘That the personnel of the Bell Company
affiliates that are engaged in the manufac-
turing of tel icatlons ipment
will not participate in the formutation of ge-
neric or specific requirements for any such
equipment that the Bell Telephone Compa-
ny will purchase and will not obtalin notice
of such requirements in advance of unaffili-
ated firms, and

That unaffillated firms have the same op-
portunity as the Bell Telephone Company
and its affillates Lo prepare and submit pro-
posals and quotes for tetecommunications
equipment to be purchiased by the Bell Tele-
phone Company and have that equipment
evaluated on the merits;

“(2) purchase from unaffiliated firms at
least & majority of each type of telecon-
munications equipment that is comparable
to types of equipment manufactured by the
Bell Telephone Company or lIts affillate:

turing authorized

*(3) sell, either directly or through its a!-
filiate, to unaffiliated firms a substantial
of el fcations equipment
manufactured by the Bell Telephoi:e Com-
pany or its alfiliate.
“(bX1) Within 180 days after the date of
enactment of this Act, the Commission s!: all

in subsection (a), including a regulation dz
fining the term ‘'substantiai” as an amount
not less than 20 percent. The Commission
may not alter the definition of the term
“substantial” (or five years from the date of
enactment of this Act.

*(2) The FCC shall repeal the regulations
adopted pursuant to subsection () when it
determines that the Betl Telephone Compa-
ny {aces effective competition In providing
local exchange service. The term “effective
competition’ shall mean that a majority of
the residentlal subscribers and a majorily of
the business subscribers in the service area
have access to local telephone scrvice pro-
vided by an unaffilinted firm and that a sub-
stantial arnount of residential subscribers
and a substantfal amount of business sub-
scribers actually subscribe to tire services of
the unaffiliated firm.

“(3) Within one year of the date of cnact.
ment of thiy Act, the Conmmission shall
report Lo the Congress on the state of com-
petition in local telephone markets, the
prospects for the development of competi-
tion, and the particular reguiatory, techni-
cal, and financial barriers to the creation
m o[ ition.*”

‘Mr. INOUYE. Mr. President, I ask
that my amendment be withdrawn.

The PRESIDING OFFICER. With-
out objection, it 13 so ordered.

The amendment (No. 283) was with-
drawn.

Mr. INOUYE. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislatlve clerk proceeded to
call the roll.

Mr. HOLLINGS. Mr. President, I ask
unanlmous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
SHELBY). Without objection, it is so or-
dered.

Mr. HOLLINGS. Mr. President, 1
will be glad to yield to our distin-
gulshed colleague from Ohio. I know
we have been negotlating. In talking
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with the comanager of the bill on the
Republican side, our ranking member,
Senator DaNPORTH. he is prepared and
I am prepared to move to third read-
ing.

We do not want to be precipitons.
They talk about negotiations but 1
know the staff of our committee has
been tatking to the staff of the Sena-
tor from Ohlo, the Senzator from Iili-
nois, and other Senators for weeks on
end. We are still talking. We are wai
ing for telephone calls to come. 1 know
the distinguished Senator can keep us
engaged, I should say, for the rest of
the afternocn and the evening.

But I say let us be engaged or let us
move to third reading. Everybody
should know that nezotialions as fur
as this Senstor is concerned are termi-
nated. Let them olfer their amend-
ments, and we will get a betier under-
standing than we are from the negoti-
ations.

Mr. DANFORTH addressed the
Chair.
The PRESIDING OFYFICKF{. Th.-

Senator frorm Missouri.

Ar. DANFORTH. Rr. President, 1
have noticed a certain sluggishness in
the process of this legislation. I know
{t has been on the floor stnce Mondav.
It is now aftermoon on Wednesday. I
believe that during that period of time
one amendment has been cffered and
has been accepted. There have been
various rumors about the possibitity of
other amendments. But they really
have been caly rumers. 1 am told
a Senator is headed toward the flour
to uffer an amendment. That vould be
fine. But 1 came to the floor about an
hour or so ago and suggested to Senu-
tor HorriNcs thal perhaps the time
had come to go to third reading. if
nothing happens on a bill, we do not
wait around forever.

So I encourage my chairman to p
ceed to third reading at a very
date. 1 think that if the bill jus
alive forever, It will start attracting ull
kinds of extraneous amendments. This
is an Important bill. It Is an {inportant
public issue. and it deserves to be al-
tended to.

Nir. HOLLINGS. Mr. President. § ap-
preciate the remarks of our distin.
guished colleague from Missourl. As
understand it, there are two amend-
raents that are prepared and cleared
on this side—one by Senator blerz-
ENBAUM, one by Senator Simon. They
must be cleared of course on the side
of the Senator from Missourt. 1 hope
we can see whether they would be
cleared and, if not, of course the
amendments would be offered. We will
see what happens.

1 suggest the absence of & quorum.

The PRESIDING OFFICER. The
clerk will call the roli.

The assistant legisiative clerk pro-
ceeded to call the roll.

Mr. D'AMATO. Mr. President, 1 ask
unanimous consent that the order for
the quorum call be rescinded.

"
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The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. D'AMATO. Mr. President, let
me [irst say I have had conversations
with the manager of the bill, and Sen-
ator HoLLIiNGs has gone to great
lengths in order to attempt to accom.
modate the Scnator from New York. I
thank him for his attempt at seeing if
we could not heve the amendment.
which I am going to propose, which
drals with Syrian participation in the
forthcoming parade honoring the
brave young men and women who
served in Operation Desert Storm and
Desert Shieid.

That parade Is golng to take place
this Saturday in Washington. That
parade is going to fnvolve the use of
some $3 million worth of taxpayers’
dollars. One of the terrible things that
will be taking place In that parade is
the flying of the colors of Syria. We
are going to have a U.S. serviceman
carrying those colors. I em going to
tnlk about that as we go slong.

The Senator who is managing this
bill so ably and has spent so much
time and effort here attempted to ac-
commodate this Senator by asking if
we could have a freestanding sense-of-
the-Senate resolution being consid-
ered—and I want him to know I am
deeply appreciative of that, and I at-
1empted to see {f we could do this.

As a matler of fact, I believe the
leadership on our side has cleared this
amendment for consideration and 1
want you to know {t is bipartisan in
nature.

Let me say, I think we could get just
about alj the Senators to come on this.
iticluding the President of the Senate
who Is now sitting. Let me tell you
who we have on {t. We have Senator
DeCox~ciNi, Senator GRASSLEY, Sena-
tor Mack. Senator MuRKOwSsKI, Sena-
tor LIEBERMAN, Scnator LAUTENBERG.
Senator Hewms, and Senator Movwi-
HAN, as well as the Senator from Ala-
bama, Scnator SHELBY. So it Is biparti.
san.

This {s something I think should be
bipartisan, and I am sorry we have to
offer it to this legislation. The only
reason we have to do that is because
we could not—and I want it to be
known that my good friend. dear
friend, Scnator HoLLiNGs, really at-
tempted. starting last evening. to see if
we could not clear a spot. And he
ayreed to suspend business so we could
conslder this freestanding and not en-
cumoer the {mportant legislation
before the Senate now and which the
Commerce Committee has voted out
overwhelmingly and which the Sena-
tor is looking to conclude.

AXENDMENT NO. 284
tPurpose: To express tha scnse of the

Senate regarding the viclory parade In

Washington, District of Columbia, sched-

uled for June 8. 1991)

Mr. D'’AMATO. Mr. President, I send
an amendment to the desk and ask for
tis immediate consideration.

The PRESIDING OFFICER. The
clerk will report.
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The assistant legislative clerk read
as follows:

The Senator from New York {Mr.
D’AmaTol, for himself, Mr. DeConcing, Mr,
Grasstey, Mr. Mack, Mr. MURKOWSKI, Mr.
LirsEnmaN, Mr. LAUTENBERG, Mr. HELMS, M,
MovnNtnan, and Mr. BHELsy proposes an
amendment numbered 284,

Mr. D’AMATO. Mr. President, 1 ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
ot objectlon, it is so ordered.

‘The amendment is as follows:

At the nppropriate place in the bill, (nsert
the following:

SKe, . SENSE OF THE SENATE REGARDING TIIE
NATIONAL VICTORY PARADE POR THE
PERSIAN GULF WAR.

[t is the sense of the Scnate that any
COUNITY —

(1) for which United States assistance Is
being withheld from obligation and expendi-
ture pursuant ‘to section 481(hX5) of the
Foreign Assistance Act of 1961; or

(2) which i3 listed by the Secretary of
State under section 40(d) of the Arms
Export Control Act or section 8(J) of the
Export Administration Act of 1979 as @
country the government of which has re-
peatedly provided support for acts of inter-
national terrorism,
shiould not be represented, either by diplo-
matic. military, or political officials, or by
nationa! images or symbols, at the victory
parade scheduled to be held in Washington,
District of Columbia, on June 8, 1991, to cel-
ebrate the liberatfon of Kuwait and the vic-
tory of the United Nations coalition forces
over lraq.

Mr. D'AMATO. Mr, President, what
more grotesque an image could greet
the grieving survivors of the victims of
the bombing of the Marine barracks in
Beirut in 1983 and of Pan Am Flight
103 in 1988 than a United States serv-
fceman, perhaps even a marine, carry-
ing the Syrian flag down Constitution
Avenue as the Syrian Ambassador sits
proudly in the reviewing stand?

Mr. President, the inclusion of Syria
fn the victory parade, a nation directly
responsible for more American deaths
than those lost in the recent war, is an
outrage.

Why were the Syrians invited?

What about the Assad government?
It is a government known to harbor
and train a wide spectrum of terrorist
groups, including those thought re-
sponsible for the bombing of the
Marine barracks in Beirut and Pan Am
103. They control the Bekaa Valley.
Tne Bekaa Valley Is one of the havens
for narcotics production and drug traf-
ficking, one of the areas In which
more poison is sent out to the world
and to this Nation,

The Government of Syria, the Assad
goverument, Is gullty of every kind of
human rights violation, including tor-
ture. which {s routine. It is absolutely
a government that will tolerate no op-
position. It has wiped out its opposi-
tion. It has used tanks, artillery shells,
and cyanide gas. It is a government
that has employed none other than
Alols Brunner, who was a key Elch-
mann aid personally r bl
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of Jews to death camps, and he is con-
sultant to the Syrian security forces.

What the Syrians have done and are
doing at the present time in Lebanon
fs unconscionable. The slaughter of
the Innocent, the slaughter of the
Christians, and of the Christian com-
munity is something that continues.

Mr. President, that we would be as-
soclated with such a regime; no matter
what the political change, Is difficult
if not horrifying. For that reason, I
will offer an amendment that prohib-
fts Syrian representation “either by
diplomatic, military, or political fig-
ures or national images or symbols, at
the victory parade to be held in Wash-
ington, DC on June 8, 1891, to cele-
brate the liberation of Kuwalit and the
victory of the U.N. coalition forces
over Iraq.”

There §s no possible justification for
cuddling up to a killer with American
blood on his hands. It is wrong. It is
dangerous. If this policy of cozying up
to Assad persists, it 13 one we will long
come to regret,

Mr. President, our President put to-
gether a coalition and in that coalition
maybe we did not have the kinds of
choices we would like to, and in the
real world sometimes we have to work
with killers, we have to work with dic-
tators, we have to work with torturers.
That is what Hafez Assad is. And I am
not going to be critical of the fact that
when that coalition and when our
troops were there it may have been
necessary for the coalition to be able
to maximize its effectiveness to in-
clude the Syrians.

But for us to now pay tribute to
their nation, to their leader, to their
dictator, someone who Is a killer,
someone who is an international ter-
rorist, someone who our own State De-
partment lists as it relates to the con-
tinuance of harboring terrorists, some-
one who our State Department and
Commerce Department lists in terms
of drug trafficking, so that on two ac-
counts we find he continues drug traf-
ticking, we find he continues—and I
am talking about Hafez Assad, the
leader of Syria—he continues to
harbor terrorists—on two fundamental
accounts he has failed.

As it relates to his present record,
there are some who say, well, he is
changing. I would say the leopard does
not change his spots, and Assad has
not changed., There are 4,500 Syrian
Jews who are held prisoners, who are
used as pawns, who seek to emigrate
out, but who are not allowed to leave.

Why would we want to see the
Syrian flag carried by an American in
this tribute to the coalition victory
when indeed Syria and Assad flles in
the face of everything that victory was
about? That victory was about over-
coming evil, about freeing a country,
about seeing to it those who would use
thelr force will not be permitted to do
that b they are stronger or have

the deportation of tens of thousands

better arms.
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That victory was a noble one. That
victory was schieved at the cost of
many lives. Yes, there were fewer cas-
ualties than people thought, but there
was American blood spilled.

How 1s it that we would pay honor
and tribute to a nation that is ruled by
someone who is responsible for hun-
dreds and hundreds and hundreds of
American deaths; whose terrorist ac-
tivities have led to the killing of Amer-
fcan marines In Lebanon; whose ter-
rorists activities have led to the deaths
of innocent people on Pan Am 103 by
the harboring of these various terror-
ists groups, and they continue to do s0;
who at the highest levels of his gov-
ernment is deeply involved in drug
trafficking and providing protection
for those drug traffickers?

Bow is it now that we would humili-

ate the American public—and I say
nmt with all sense of recognizing the
of this st. t—that we
would humble the United States of
Amerlm by allowing the Syrian bar-
barian flag—because that Is what it
represents when Hafez Assad, the dic-
tator, is in charge—to come parading
down Constitution Avenue?

1 take strong exception to it, and for
that resson I have Introduced this
amentdment. I wish we could find a
better vehicle because 1- feel very
strongly that we may not get a true
test as it relates to what the sentiment
of this great body Is. This great body
should be repulsed by the idea that in
any way we would give any respect
whatsoever to Syria. to what it stands
for, and particularly the man who
runs that country. that brutal dicta-
tor, Hafez Assad.

Mr. President, I ask for the yeas and
nays.

The PRESIDING OFFICER. Is
there a sufficlent second? There is a
sufficient second.

‘The yeas and nays were ordered.

Mr. HOLLINGS. Mr. President, I
want to deal openly with my distin.
guished colleague, for whom I have
the greatest respect. Senator D°’AmMaTO
and I have become good friends here
in the U.S. Senate. He came to me last
evening. We checked on both sides of
the aiste. There were objections on the
Democratic side because I said
cannot allow this particular amend-
ment on this bill. It is in the context
of {rying to develop a discipline.

T know it might not appear this way
to the Chalir, but I am beginning to see
utht. I believe I have a bunch of West-

around me. We have had
llght at the end of the tunnel for 3
days around here. But we do have two
amendments worked out with Senator
MzeTZENBAUM, One with Senator Simon.
They are being checked now on the
other side of the aisle, and momentari-
ty we will agree on those amendments.

But in accordance with what I con-
ferred and related to my good col-
teague, I said I am not golng to break
this discipline. We have it going here
now, and we are not going to start a
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debate on this matter, although I have
the highest respect for him.

So I move to tabie the amendment.
and I ask for the yeas and nays.

Mr. D’AMATO. I wonder if my col-
league will withhold his motion to
table just for a moment.

Mr. HOLLINGS. I withhoild just for
a moment.

Mr. D'AMATO. 1 suggest the ab-
sence of a quorum.

Mr. HOLLINGS. I{ we are golng to
get everybody here to talk, that is
what I am trying to forestall, the talk-

Mr. D'AMATO. It is not for that
purpose.

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roil.

Mr, HOLLINGS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. HOLLINGS. Mr. President, I
have conferred with my colleague
from New York. the author of this
particular amendment. The concern of
the Senator from South Carolina was
that we would not get into an ex-
tended debate, because this could be
an issue and it could be well debated.
That is why I was prepared to move to
table.

It does not look like it will develop in
that fashion. Senators are now being
notified that we will have an up or
down vote here at i o'clock. I think
that s the understanding. without any
request being made.

Mr. President, 1 ask unanimous con-
sent that we give the Senator from
New York an up or down vote on his
amendment at 1 o'clock, and that no
second-degree amendments be in
order.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. D'AMATO. Mr. Presldent. I wish
to thank my good friend, the distin-
guished Senator from South Carolina,
for the manner in which he has really
afforded us an opportunity to be
heard on this issue.

1 publicly thank him for what he at.
tempted to do last night, and what he
has done today.

Mr. President, 1 suggest the absence
of & quorum.

The PRESIDING OFFICER.
clerk will cali the roll.

The assistant legisiative clerk pro-
ceeded to call the roll.

Mr. FOWLER. Mr. President. I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER.
out objection, it is so ordered.

Mr. FOWLER. I thank the Chair.

Mr. GRASSLEY. Mr. President, as
an originnl cosponsor, 1 rise in strong
suppo:rt of Senate amendment 2B4.

June 8 is the day that our Nation
gives its heartfelt “thank you” to men
and women who s0 courageous!y

The
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served in Operation Desert Storm.
The celcbration will be the largest
parade held in decades.

There is no room in our celebration
for Syria, a country on our lists of ter-
rorists and drug traffickers.

In fact. Syria's contribution Llo
Desert Storm included: The invasion
of Lebanon—and the de facto annex-
ation of it: and the receipt of a billion
dollars, with which they used to pur-
chase weapons.

More Americans have died al the
hands of Syrian-sponsored terrorism
than died in all of Desert Shield and
Storm. Here are some more facls
about Syria;

Evidence indicates Syrian commpli-
city in the terrorist attack on the
Marire barracks in 1983.

Today, the perpetrator of Pan Am
103 safely and freely finds sheiter in
Syria.

Twenty percent of the heroin found
in the United States comes from Syria
and Syrian-controlied Lebanon.

Neither Syrian flags, nor officiali
nor troops, should be a part of our vic-
tory celebration.

On Saturday, we will salute our
troops—and we will salute all Ameri-
cans who have given and sacrificed for
our country. The memory of the vic-
tims of terrorism. who were killed be-
cause they were Americans, must nui
be muarred.

Mr. PELL Mr. President, I cannot
support the amendment of my col-
feague from New York {Mr. D'AMato),
and from Arizona [Mr. DeConcr). 1
agree that President Assad and his
government have commitied serious
human rights abuses, most notably in
the staughter of the opposition in the
city of Hama. and I am gravely con.
cerned by past, and possibly ongoing,
Syrian supgiort for international ter:
rorism.

However, we are not honroring the
Government of Sytia Iin the parade
Saturday. If we were in the business of
honoring governmeants. quite frankly 1
would have reservations about includ-
ing the flags from some other coun-
trles. For example. neither Saudi
Arabia, nor for that matter Kuwait,
have had a sterling humzn rights
record.

We are hanoring the nmen and
woren who fought us part of the
allied coalition to deleat Iragi axgres
sion. Syrian soldiers were part cf that
coalition and many fought courageous-
1y in that effort. Some also died.

This amendment may make us feel
good but it wil! accomplish nothing.
Indeed. it cotld be counterproductive.
Our Secretary of State is engaged in
sensitive negotiations which include
Syria. This could further reduce the
liketihood of any progress. 1 would not
be necessarlly opposed to nmn ami.
Assad amendment that accomplished
some greater objective: For exampie,
an amendment linking our relations
with Syria to progress on human
rights. the peac? process. or terrorisa.

-
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dment

June J,

Thls wil)
none of these things. It Is merely a8
gratuitous insult. We were not too
proud to fight shoulder to shoulder

CONGRESSIONAL RECORD — SENATE

with the Syrian soldiers. We should
not now be ungracious.

Mr. LEVIN. Mr, President, Syria
should not be invited to participate in
the Washington Victory Parade, which
will take place this weekend. Syria’s
support of international terrorism, fits
occupation of Lebanon, and its unre-
mitting hostility to Israel are too
much at odds with our national inter-
ests and our sense of morslity for it to
be officially part of this victory cele-
bration.

1 am voting for the D’Amato amend-
ment to the extent that it sends this
signal regarding officia) Syrian particl-
pation. However, I am troubled by the
very broad language of the amend-
ment, which if binding.could Infringe
on the first amendment rights ‘of
peaceful spectators to the parade who

might, for example, hold up a Syrian-

flag. If the language of the amend-
ment were binding and still as broad
as is contained in the current amend-
ment, I would have voted against it for
that reason.

The Washington Victory Parade is
not only a celebration of the success.
ful completion of Operation Desert
Storm, but also a celebration of our
Natlon's democratic values. We should
r those values in the process of
or{ng those who fought for them.

of the Senator from -New York.
yeas and nays have been ordered.
clerk will call the roll.

‘The legislative clerk called the roil.

Mr. FORD. 1 announce that the Sen-
ator from Colorado [Mr. WirtH] is
necessarily absent.

I also announce that the Senator
from Arkansas [Mr. PrRyor) is absent
bécause of {llness.

The PRESIDING CFFICER (Mr.
KERREY). Are there any other Sena.
tors in the Chamber who deslre to
vote? '

The result was announced, yeas 9"
nays 6, as follows:

{Rollcall Vote No. 87 Leg.]

. YEAS—-92
Adprns DeConclnt Kassebauin
Akaka Dixon Kasten :
Baucus Dodd Kennedy
Beatsen Dole Kerrey
Biden Domenicl Kerry
Bond Dusenberger Kohl
Boren Ezon lautenberg
Biradley Ford : Leahy
Breaux Fowler Levin
Brown qam Lieberman
Beyan Qlenn Lott
Bumper, Qore Lugar
Burdck Gorton Mack
Burns Gratam McCrin
Bera Geramm McConnell
Coats Grassley Metzenbaum
Cochran Harkin Mikulaki
Cohen Hatch Miichell
Conrad Hatlietd Moymiran
Craig He! Murkowskl
Cranston Helme Nickles
U'Amato Holings Hunn
Danforth tnouye Packwood
Dasehle Jehnston Pressler

Reld Sarbanes
Rlegte Sasser S8ymins
Robb Beymour ‘Thurmond
Rockefeller Shelby Waliop
Roth Stmpson Warner
Smith Woftord
Banford Specter
NAYS-8
Bingaman Jeffords Stmon
Chafee Pell Wellstone
NOT VOTING-2
Pryor Wirth

8o the amendment (No. 284) was
agreed to.

Mr. D'AMATO. Mr. President, 1
move to reconsider the vote.

Mr. HOLLINGS. I move to lay that

motion on the table.

The motion to lay on the table was
agreed to.

REGARDING PRESSLER AMENDMENT TO 8. 178

Mr. DOLE. Mr. President, I would
like to take a moment to congratulate
my colleague from South Dakota, Sen-
ator PressLER, on what he was able t.o
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drew me to this legislation and why I
belleve we should support thisbill, . |
The legislation before us addresses &
sector critical to U.8. competitiveness
in the global economy: .information
and t fons tech-
nology. Al of us are concerned sbout
the threat our industries face from
foreign government subsidies to their -
telecommunications and other indus-
tries. Such practices give our foreign
competitors an unfair advantage in
third country markets and rt
competition in our own open, dol
market.
8 173 ls an Important step in the dé-
t of & -based tech-
noloxy. which has a.lready revolution-
ized domestic and international mar-
kets. In an era of rapid technological
advancement and an in
global economy, we cannot afford to
delegate more than we already have of
one of the most promising segments of

achfeve tast night on his
to 8. 173,

That amendment, adopted unani-
mously, represents the culmination of
difficult negotiations on a subject that
most of us find pretty complex. Sena-
tor PressLER'S staff worked with Com-
merce Committee staff, representa-
tives of the U.S. Telephone Assocla-
tion, and my own staff in attempting
to reach an agreement that would pre-
serve the rights of rural telephone cus-
tomers without hamstringing innova-
tion by the Bell Cos. Not an easy task,
but the result produced by the 8ena-
tor's efforts come about as close as 1
think we can get. Needless to say, ] am
very pleased to be g cosponsor of his
amendment.

Those of us, like Sénator PRESSLER
and myself, who.are from rural States
are keenly aware of the vital role
played by the rural independent tele-
phone companies ‘and cooperatives.
They are the lifeline of rural America
to the Information age; without them,
urniiversal service would be an impossi-
bility.

This amendment ensures that, if S.

"173 becomes law, rural customers will

have access at reasonable rates to the
newest telecommunications and infor-
mation products and services. It gives
the rural eompanies a seat at the table
in planning network development; pro-
vides for access, st non tory
prices. to software and hardware tech-
nology:; and gives a local telephone
company the right to sue in Federal
court -to -remedy violations of these
rights.

Mr. President, -those of us who sup-
port S. 173 do so because we believe
that it will help take us into the
future of telecommunications. But the
future belongs to all Americans. This
amendment will help assure that.
Thank you Mr. President.

Mr. ADAMS. Mr. President, as an
original cosponsor of 8. 173, the Tele-
[ icatt Equi Research
and Manufacturing Competition Act
of 1991, T would like to explain what

our y. the facture of tele-

jons 1 t, to facto-
ries abroad.

This legislation holds great impor-
tance for workers in the telecommuni-
cations equipment industry, where the
Commerce Department has projected
a slight decline in employment over
the next § years. The provisions of 8.
173 should help stem this decline, and
will hopefully reverse it.

The findings In the committee
report on 8. 173 should be & elm-to-
arms. The report notes:

A Iarge, woridwide market share is becom-

necessary

bechnolozy Unless the United States takes
a more ective role (n permitting its compa-
nies to compete fully in these international
markets, the United States faces the possi-
bility that it will be ahut out of the world
market altogether.

Similarly, a report by the United

* States Commerce Department found

tl'm.t. “Comparlson of varfous énessures
of technol
tivity in the telecommunlcatlon indus-
try suggest a general trend of declin-
ing United States competittvenes rela-
tive to certain of its maJor trading.
partners, particularly Japan.”.. .
Lifting- the manulmurlng restric-
tion will help United States compete .
in several ways. First, the Bell.Cos.
would have the incentive to increase
their spending on research and devel-
opment. There's little incentive .today
because of the manufacturing restric-
tion. -
Second.theBellCos.haveavnstres-
ervoir of knowledge about telecom-
munlcation networks and the telecom-
munications marketplace. Today, that
experience is a vastly under-used re-
source. Not only are the Beil Cos. pro-,
hibited from competing {n the manu-
facturing area, but they are seriously
limited in their ability to collaborate
with independent manufacturers..
‘Third, this legislation would allow
the Bell Cos. not only to collaborate

HeinOnline -- 6 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of

1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act S7071 1997



84072
with- .other manufacturers, but to
inyegt in them ag well. Currently, en-
eurs and small, startup compa-
5t go to the Bell Cos. for
[ beeause of the MFJ—the
final * judgment--restriction.
Whare do the small startup companies
[ of them, unfortunately,
choice but to turn to foreign-
:investors.

‘In the Iast decade, we
our ideas and inventions,
such' as VCR's, exploited by manufac-
¢ aboard. The pattern of -foreign
companles applying technology we
have ‘developed. to manufacture new
prodycts is expanding {n the telecom-
m!mloatlons field. The bill before us

will help ltop this trend by al:
American companies to do

what- they do best—invent, market,
ind’ groduce. Without this legislation,
Qtir' arge

CONGRESSIONAL RECORD - SENATE

is a bipartisan bill and I belleve that it
will be the foundation for the much-
neeéded revival of American competi-
tiveness in the tel munications in-
dustry.

Reglonal Bell Operating Cos.
(RBOC’s} have been operating under
the restraints of modified final judg-
ment [MFJ), the consent degree that

* broke up the Bell System, since 1982,

The AT&T breakup resolved years of
controversy over how the company ex-
ercised its Government-sanctioned
telephone service monopoly. As &
result of the MFJ consent decree, the
seven regional Bell Operating Cos. are
allowed to offer local telephone serv.
ices, but are prohibited from manufac-
turing telecommunications equipment
and offering long distance and infor-

‘mation services.

<At the time, the Justice Department

growing
market: will be ‘exploited increasingly
by forelgn manufacturers. -
i8; 173.will assure that we maintain a
" strong national economic base in the
" information and telecommunications
manufacturing sector. It will promote
our- technological know-how. It will
help our mdustry create the jobs and
-progucts to Keep the United States in
-the: forefront .of - this key advanced

teqyno_v nology.- or. I my col-
‘léagues to join’in supporting this bill.
.- N, HOI . President, mo-
mentarily the ed Senator
from: Alabama 'will-address the Senate
Felstive to the bill.

-We’ hsve ‘been working out two

guished Benat-or from Ohio (Mr. Mxrz.

' ENBAUM] and one by the Senator from

. Niinols [Mr. 8rvox]. I am afrald I will

- Bive t0 move to table one of the Metz-
; | amendments,

‘want_colleagues to know we

thia thing to a head here

ahox:tly 1 hope we can get rid of it mo-

“1¢ there are other amendments, do-
mestic content or otherwise, we will
have.to deal with them if they come.
But that is where we are right now.

. M7 President, I yield the floor.
-.M:,SHELB addressed

the Chair. -
The 'PRESIDING OFFICER. The

Seuugumm is recognized.
.M, Y. Mr. President, I sug-
geal the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
.cnn the roll.

‘Mr. SHELBY. Mr. President, I ask
. unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OWICER. With-
out objgcuon. it 1s 80 ordered.

Mr. ‘8HELBY, Mr. President, I rise
today in support of 8. 173, the Tele-
communications Research and Manu-
facturing Act of 1991,

1 would like to commend my distin-

gaished colleague, Senator HOLLINGS,
for his leadership on this issue both in
the 101st and 102nd sessions of Con-
gress. I am a cosponsor of 8. 173. This

that ratepayers and Bell's
compemom would be negatively im-
pacted by the RBOC's control over
lIocal telephone service. It was the De-
partment’s contention that to avoid
these percelved potential abuses, Bell
Operating Cos. must be kept out of
competitive markets,

‘While barring baby Bells from these
activities was supposed to avoid mo-
nopolies similar to that of AT&T,
what in fact has resulted is a monopo-
ly of the Federal court system over
United States telecommunications
policy. 8. 173 would reestablish the
role of Congress in determining our

-Nation's telecommunications policies.
e by the -distin-

The MFJ has denied the United
States the benefits of a competitive
market. Since the consent decree re-
sulting in the divestiture of AT&T,
U.8. competitiveness has suffered tre-
mendously.

For example: Over $3 billion in U.8.
telecommunications assets are now
owned by non-U.8. interests. This tig-
‘11;:5“ up from about $200 million in

More than 70 U.S. telecommunica-
tions and high-technology companies
are currently under Japanese and Eu-

ropean ownership.
In 1980, 58 percent of woridwide
telecommunications patents were

issued to the United States. That
figure dropped to 48 percent in 1989,
Meanwhile, the Japanese share of
these patents rose from 18 to 33 per-
cent.

Members of this body often urge
their constituents to “buy American.”
However, we would do well to remem-
ber that each time one of us uses or
buys a telephone, it was manufactured
overseas. All telephone sets and a
third of all telephone processing

equipment are manufactured overseas.-

It i3 no wonder that the U.8. balance
of trade in tel tions is on a
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Bell operating companies control
more than half of this country's tele-
communications assets, Yet, through
the MFJ, these firms, with almost
$200 blilion in assets, have been stifled

-and the United States has denied itself

a tremendous technological resource
by restricting Bell Operating Cos.
from participating in technologies
that are transforming the world econ-
omy. This legislation will bring the
United States back to the cutting edge
in the telecommunications industry.

Mr. President, I think that the facts
clearly show that foreign competitors,
many with the backing of their gov-
ernments, have taken the lead and are
benefiting from the United States’ re-
strictive telecommunications policy.
Countries like Japan, France, and Ger-
many are now In positions to overtake
the United States telecommunications

industry, which historically was a
leader in the development and nvall-
ability of tel fcation t
gy. By removing manufacturing re-
strictions and permitting Bell Cos.
access to the market, 8. 173 sets the
stage to bring the U.8. telecommunica-
tions industry back to a position of
technological leadership and competi-
tiveness.

Consumers will greatly benefit from
the passage of 8. 173. By removing the
restrictions on Bell Operating Cos., we
open the door for UB. citizens to
enjoy telecommunications products
and services already in use by citizens
and buslnessea of other countries.

U.s. ions 1es
contlnue to reduce their manufactur-
ing operations. However, 8. 173 pre-
sents us with the opportunity to bring
some stabllity to the industry and
begin the recovery of many of the over
60,000 U.8. manufacturing jobs lost
with the implementation of the court
decree.

‘The need for and benefits of compe-
tition to revive the U.8. telecommuni-
cations industry cannot be ignored.
However, I share concerns that compe-
tition be fair. 8. 173 contains a number

- of safeguards against anticompetitive

actions with respect to RBOC's manu-
facturing activities.

The legislation prohibits the cross-
subsidization of manufacturing by
local telephone service and requires
RBOC's to purchase eguipment only
from their manufacturing affillates at
the open market price, Bell Cos. must
manufacture out of afflliates that are
separate from the telephone company
and are ulred to disclose informa-
tion about their network to all manu-
facturers immediately upon making
that information available to their
manufacturing affiliates.

Also, the Federal Communications

downward spiral. Department of Com-
merce estimates reveal that this defi-
cit could amount to as much as $7 bil-
Hon by 1995, if we continue our cur-
rent policy with regard to Bell Operat-
ing Cos.

ton (FCC] now has in place
stronger regulations to protect agatnst
cross-subsidization, discrimination
against other telephone companies,

.and preferential treatment to Bell

Cos. in the sales of equipment by their
manufacturing affillates.
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The effdrt to lift the manufacturing
ban on Bell Cos. is supported by the
FCC and the Departments of Justice
and Commerce. Furthermore, in re-
viewing the history of the consent
decree, it 15 my understanding that all
parties involved in the divestiture set-
tiement, including AT&T. agreed that
the MFJ restrictions should be re.
moved as soon as it was determined by
the Department of Justice that they
are no longer necessary to protect
competition. However, for reasons I do
not understand. there are still those
who oppose S. 113.

Mr. President, I agree with Senator
Horrincs that removing manufactur-
ing restrictions on Bell Operating Cos.
is fundamental to the issue of Ameri-
can competitiveness. We must allow
Bells to compete, otherwise the United
States will be the runt in a world that
telecommunications technology is
transforming into a global community.

We cannot let that happen.

Mr. President, I yield.

Mr. DeCONCINI. Mr. President, I
rise in support of 8. 173, and commend
my distingulshed colleague from
South Carolina for his leadership in
this area and so many others affecting
our Natlon's telecommunications
policy. However, I would like to receive
his assistance In clarifying the legisla-
tion's intent, as reflected in the report
ianguage.

I am particularly interested in assur-
{ng that the needs of education are ad-
dressed in our work on S. 173. We are
all concerned about our Nation's edu-
cation aystem. md want to offer our
1 educators in
the dmlcult and important work that
they do.

As my distinguished colleague s
aware, schools and other educational
Institutions would receive great bene.
fit from expanded telecommunications
services. If the Bells offer the proper
equipment and services. students will
have access to electronic research
sources from around the world, and
educators will be able to improve
teaching strategies through communi-
cations with thelr professional peers.
8pectalized courses will be offered In
the home as well as rural and other
communities.

In light of this potential, 1 would
hope that the Bell Cos. will devote at-
tention and resources directly to edu-
cation.

The report encourages the "BOC's
* * * Lo focus thelr resources on devel-
oping sccess solutions to the public
thetwork for all-people. * * *.

Mr. Chalrman, do I understand the
report correctly to be referring to
public institutions, especially schools,
along with “all people?”

Mr. HOLLINGS. I appreciate the
comments of my colleague from Arizo-
na. He I3 In fact correct, and the intent
of our committee is to assure that the
necds of education and other public
Institutions are saddressed by the
public telephone network.
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We intend the legislation to encour-
age the Reglonal Bell Cos. to focus re-
sources to develop access solutions,
equipment, and services for use by
schools and other education Institu-
tions. In order to accomplish this, it is
our firm expectation that the Reglon-
al Bell Operating Cos. will increase
their investment In research and de-
velopment for the public network, and
for education services in particular.

Our plans are for the Commerce
Commitiee to exercise continui
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Mr., HOLLINGS. That i3 certainly
my hope a8 well, and I would ex,pect
that the Commerce Committee
from time to time conduct oversuhtol
the BOC’s to determine the extent to
which they infact apply thelr new au-
thority to achieving these goals. . . - |

Mr. DECONCINL. Insofar as title IV.
of the ADA applies to all common oar.
rlers, I would hope that the intent of
Congress a3 expressed in the pending
legislation and as explained.in the

ittee report ted above would

oversight of 8. 173, in order to evalu-
ate progress made towards these goals.

Mr. DeCONCINI. I thank my col-
league from South Carolina for his
clarification. I am now confident of
the bill's intent. I think that educators
and others will be pleased to know
that this excelient legislation will pro-
vide appropriate Incentives for the
Bell Cos. to serve our Nation's educa-
tional infrastructure.

I note that the Senate Commerce
Committee report accompanying 8.
173 contains on page 18 and 18 the fol-
lowing language:

In entering the manufacturing market,
the BOCs should seek to accommodate the
alternate access needs of individuals with
functlonal Umitations of hearing, vision,
movement. manipulation, speech and inter-
pretation of informatlon. The BOCs are en-
couraged to focus resources on developing
access solutions to the public network for
people, Including those with disabilitles.

As I understand 8. 173, then, its goal
is both to increase our Nation's com-
petitiveness and to encourage the
BOC's to apply thelr new authority to
develop access solutions to the public
network for people with disabilities. Is
my understanding correct, Mr. Chair-
man?

Mr. HOLLINGS. The Senator {8 cor-
rect. We understand that the public
switch telephone network is the pri-
mary means of access for the average
citizen to basic and enhanced telecom-
munication services. We believe that
the new authority to be granted by 8.
173 will be used by the BOC's to
engage in product development simed
at improving the network and, there-
fore, the means of access for people
u;lt.h disabilities and functional limita-
tions.

Mr. DECONCINI. As the Sensator
from South Carolina is well aware,
Congress recently enacted the Amerl-
cans With Disabilities Act [ADAIL.
Title IV of that act creates dual-party
relay services nationwide by adding a
new section 225 to the 1934 Communi-
cations Act. New section 225(ax2) re-
quires the PCC to encourage the .use
of advanced technology, as appropri-
ate. I would hope that the manufac-
turing capabilities to be permitted by
the BOC's under the pending legisla-
tion would be applied not only to im-
plement better and faster relays, but
in time, to allow persons with disabil-
ities even better access to telecom-
raunicatfons, perhaps even obviating
the need for relays.

clearly establish that it I8 national
policy that common carriers make
thelr best efforts to use advanced
logles such as speech synthesis
and, as it develops, speech recognition,
to make the full range of telecom-
munications products and services ac-
cessible to persons with disabilities.

Mr. HOLLINGS. It is indeed, Sens-
tor, and I thank the Senator for
making these points. It s these bene-
fits that make enactment of 8, 173 Im-
portant to consumers.

AMENDMENT NO. 285
(Purpose: To increase the penalty for
failure to maintain certain records)

Mr. PRESSLER. Mr. President, I
gsend an amendment to the desk and
ask for its immediate oonsldenmon

The PRESIDING OFFICER.
clerk wili report.

The legislative clerk read as follows:

The Senator from South Dakota (Mr.
PressLEr] proposes an amendment num-
bered 283,

Mr. PRESSLER. Mr. President, I ask
unanimous consent that rw‘eadlns of the

4 t be di S

th,

The PRESIDING OFFICER. With-
out objection, it s 50 ordered.

The amendment {s as follows:

At the end of the bill, add the following:
SEC. & mmomu, AMENDMENT 70 THR COMMU-

ICATIONS ACT OF 1934

Section m(d) of the Communications Act
of 1934 (47 U.5.C. 220(d)) {5 amended by de-
leting “$8,000” and inserting in lieu thereof
*$10,000",

Mr. PRESSLER. Mr. President, I
want to explain this amendment briet-
1y. The amendment would provide for
an increase in the fine for & violation
of the Communjcations Act by any
telephone company that falls or re-
fuses to keep accounts, records, and
memoranda on the books in the
manner prescribed by the. Federal
Communications Commission.

This amendment is intended to give
Pederal regulators the additional tool
they need to assure that any tele-
phone company will keep the records
regulators need to protect the inter--
ests of ratepayers.

Also, lt.hmkushouldbens!zn&lm
some of our telephone companies to be.
more open about some of these mat-
ters. 1 was -talking with s reporter
from one of the papers, and he said he
had made an inquiry about a consent
decree violation was sent several boxes
of papers. which did not answer the
question.
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I hope our large. companies will be
open to Members of Congress and the
5lic when there is a violation of the

W, arid even when there i5 not. But
there has come to be & practice of ob-
fuscating the facts with boxes and car-
tons of papers rather than writing a

clear one- or two-page letter or answer. .

‘And .In the whole regulatory area, I
have had the feeling that some tele-
-phone companies have been

unneces-
nrlly nonresponxive. 'rhnt 8 just-a’

general statement,

I hope this amendment sends a
signal to those companies and individ-
uals to be more open with lnquirles
about their busl ‘This am it
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income, they have access to ratepayer
funded capital and poasess the market
power to use against their competitors In

lines of This con-
cern i3 predicated on the belief that a com-
pany could effectively hide prohibited prac-
tices through informal agreements, creative

ing, or other hod,

Last year I did not cbject to this legisla-

. tlon. At that time I was not personally

aware of any systematic evidence of viola-
tions or of deliberate efforts to undermine
efforts to Investigate ratepayer tmpact
1z3ues related to this legislation. However, I
became concerned when I read subsequent
press reports of & DOJ Investigation into
consent decree violations by US West, which
serves my eomtltuenu South ano:m
of a

provides for a $4,000 increase in the
fine for companies who fall to keep
records {n the manner prescribed by
the FCC. This is a clear signal that
: s very serious that compa-
nies are to do their business in a
proper, honest, falr way. My mlnorlty
views filed in the Comm:

‘The ed to the

record $10 mmlon ﬂne against US West for
engaging in anticompetitive behavior, pro-
viding information services prohibited by
the cansent decree, and violating the con.
sent decree’s ban on f! ring tele-
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{nformsation on this matter, and asked US
West to supply Information on the extent to
which ratepayer funds were used {n connec-
tion with the development, operations, mar-
keting, etc., related to these activities. Un-
derstandably, neither the FCC or the DOJ
are able to answer the ratepayer impact
question without complete informatios
from US West.

Despite my repeated attempts to oblsln
answers from US West, they responded by
altogether ignoring or redefining the ques-
tions as to how much ratepayer funding was
used to launch snd operate the practices
questioned In the DOJ lawsuit. At best their
response can be characterized as avoiding
the question; at worst it was disingenuous
and misleading. For example, US West in an
initial response sent to my office five boxes
of paper with no organization or informa-
tion describing the contents. In subsequent
letters it misrepresented staff telephone
conversions and later simply redefined the

t. Part of the
agreement was to drop the investigation of
these and other activities under question.

tee report on this legislatlon further
explain my views on this matter.
-1 ask unanimous consent that my
minority views follow my remarks.
. Mr. President, I urge the adoption of
the amendment.
There being no objection, the views
be printed in the

MinoxrrTY VIEws o MR, PRESSLER .
1 share Chairman Hollings' goal to in-
creualunerlun innovation and growth in

indus-
try and spplaud his lendenhlp on this key
ue. This passged th

of the importance the US West
case had to my state, and because of {tsrel-
evance to this legislation, I tried to obtain
more information as to how these practices
could affect ratepayers in my state.

The nature of US West's record keeping
make it impossible for regulators or govern-
ment officlals to prove or disprove with cer-
tainty whether violations occurred. A DOJ
memorandum filed in Judge Harold
QGreene's U.8. District Court warned US

‘West that: “{US West's] admitted history of

noncompliance will provide a substantial
basis for finding that any similar additional
conduct is ‘willful' and hence actionable as
criminal contempt of the decree.”

As a practical matter it Is clear that a

by volee vote last year.
t that time, though, & number of con-
|umer groupe, senior citizens, small business
and state voiced
eoneemthn.beauseo(mehcko!-de-
qm anti
companies may abuse the freedom thh let-
islation wauld give them. These groups were
ooncerned that & BOC could use {ts control
of the local phone market to gain an unfair
advantage when it enters an unregulated
line of business. They argued that higher
residential telephone rates could result
from s BOC's decision to underwrite with
:;:emyer m;:;ned mlmi t:ml personnel

of this size can frustrate legiti-
mate investigative efforts, as I have recently
learned first hand. I hold no great hope
that any regulatory agency will have any
better luck at receiving definitive answers in
the future if US West continues {ts present
practice of apparent stonewalling.

Because the majority of my constitutents
are US West ratepayers, this case is of par-
ticular concern to me. Although DOJ wisely
and admirably stipulated that the $10 mil-
lion fine should come out of shareholder
lundl rasther than ratepayers, even they ac-

d that the fungibility of money
makes it Impossible to insulate the con-
sumer (mln mylnz the ultimate lab.

adl the

In
lmpu:t of the ﬂne. I raised concerns about

and
could be harmed by mﬂncblo compete

¥

funds. And detection of these practices
could be mm very difficult by informal
of
huge eorponuons who could bury ratepayer
subsidization in the books, even with the
separate idiary and other de-
vices incorporated in this bill.

These groups and Individuals argued that
telephone oompanlel are & unique business.
My understanding aspect

concern was best
m Court Judge Harold Greene’s comment

““To the extent that these companies Der
ceive thelr new

impact of US West's actions
(-o the extent that telephone company
funds, which are generated by the ratepay-
ers, are being used to develop, market, and
operate these theoretically unrelated busi-
nesses. During questioning at the Senate
hearings, Mr, James Ril, Assistant Attorney
General, Anti-trust Division, DOJ, indiceted
his confidence that US West telephone com-
panies and their employees had engaged in
the activities involved in the violation of the
consent decree, but had no basis on which
to estimate the magnitude of ratepayer
impact related to the 13 activities in ques-
tion. Only US West could answer this ques-
tion definitely.
1 t.hlnk it is |mporunt. to ascertain the

more exciting and more profitable than t.ha

directed to-
wards mue uc'.lvmu. Not only would such

of servi they

obvlously do--It u mmwﬂe that their man-

agerial tal wi
be diverted.”

They point out that because telephone

companies control the local telephone ex-

changes and are a

put ratepayer service and
funds at risk, but it also would put competi-
tors at an unfair disadvantage. And as Judge
Greene notes, It can distract them from
their primary mission of providing and im-
basic telephone service. I contacted

and the FCC to ascertain background

30 narrowly as to be—es one con-
sumer advocate put it —“an insult to our in-
tclligence.” Purther inquiries on basic infor-
mation as to how much telephone company
staff time and resources were invested in de-
veloping and marketing the 13 activities
questioned by DOJ were answered with “we
couldn't provide that type of information.”
Yet US West went to great pains to provide
spontaneously, in writing, exactly how
many hours and employees it claims to have
devoted to my simple, straight-forward re-
quest for Information. So I find it hard to
d how s 1 so effictent st
record keeping in one area is so incapable of
keeping track of how it spends ratepayers’
r This ative non-r
makes it impossible to determine the rate-
payer Impact of US West actions, and gives
me great concern that an unwilling corpora-
tion of this magnitude cannot be monltoried
sufficlently to protect its ratepayers from
the abuses mentioned by consumer groups.
senlors, small businesses, and others.

1 am beginning to understand the frustra-
tlon Judge Greene expressed In the earlier
stages of this case when he noted that: “US
West has been engaged In 8 systematic and
calculated effort to frustrate the Justice De-
partment's legitimate demands for informa-
tion, frequently by patently frivolous and
usually dilatory maneuvers.”

1 commend the Chairman for his efforts
to include safeguards in this leglslation in
hopes they will prevent actlons similar to
those US West has underteken. The US
West experience, however, leads me to
wonder whether those legislative safeguards
can prevent such a huge corporation from
using Its local monopoly to compete unfair-
1ly. and from juggling and confusing its book
work so as to make it impossible for any reg-
ulatory agency or watchdog group to ade-
quately protect consumers. Virtually every
group we contacted regarding this case
voiced the unanimous opinion that US
West's response not only evoided the gques-
tion but was carefully crafted to avotd sup-
plying any meaningful information {rom
which to conduct an independent analysis
using realistic definitions and reievant data.

The bottom line here is trust and corpo-
rate accountabillty. My experlence with
most telephone companies wovld gencrally
lead me to glve them the benefit of the
doubt, as I have done In the past. I have
found the vast majority to be straightfor-
ward In their dealings. I still hope US West
will be more directly responsive in the
future. But my first priority is to my con-
stituents, and they are monopoly bound to
US West. My vote against this bill in Com-
mittee was based in large part on my disap-
polntment with US West’z dilatory ‘actlcs

-~
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and misrepresentations to date. Like Judge
Qreene 1 have felt frustrated, in attempts to
kel straight answers to the questions asked.
US West Is our largest single tetephone
company, with monopoly control over most

CONGRESSIONAL RECORD — SENATE

party may submit comments on the final
audlt report.

*(3) The audit required under paragraph
(1) shall be conducted In accordance with
procedures established by regulation by the

of my State. Its actions have & pr
impact on the vast majority of my constity-
ents. I will continue In my attempt to get a
stralght answer to my inquiry. Pending the
outcome of that process, 1 will reserve judg-
ment with respect to future voles on this
legisiation. 1 agree with Senator Holling's
desire to move this technology forward. But
we must take care to protect consumers,
scnlors, and amall bustnesses in the proces. 1
hope we can do so. But for the time being, 1
must reluctantly volce my opposition to this
legislation based on this particular case
which affects my State 30 profoundly.

Mr. HOLLINGS. The amendment
has been cleared on this side, Mr.
President.

The PRESIDING OFFICER. Is
there further debate on the amend-
ment?

The question is on agreeing to the
amendment.

The amendment
agreed to.

Mr. PRESSLER. Mr. President, 1
move to reconsider the vote by which
the amendment was agreed to.

Mr. HOLLINGS. I move to lay that
motion on the table.

The motlon to lay on the table was
agreed to.

Mr. SIMON addressed the Chalr.

The PRESIDING OFFICER. The
Scnator from Illinols.

AMENDMENT NO. 286

(Purpose: To require Independent annual
audits of Bell Telephone Co., and to re-
quire the Federal Communicationa Com-
misslon to review and analyze such audits
and report its findings to Congress)

Mr. SIMON. Mr. President. I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from lIllinols (Mr. Simox)
proposes an amendment numbered 286.

Mr. SIMON. Mr. President, 1 ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 12, between lines 2 and 2, insert
the following new subsection:

“(k)X1) A Bell Telephone Company that
manufactures or pro\ldes telecommunica-
tions ures 1
premises equlpment through an affiliate
shall obtaln and pay for an annual audit

d by an | dent auditor select-

«d by and working at the direction of the
State Commission of each State in which
such Company provides local exchange serv-
tce. to determine whether such Company
has complicd with this section and the regu-
tatlons promulgated under this section, and
particularly whether the Company has com-
plied with the separate accounting require-
ments under subsection (¢X1).

“¢2) The auditor described In paragraph
1) shall submit the results of such sudit to
the Commission and to the State Commis-
sion of each State in which the Company
provicdes telephone exchange service. Any

(No. 285) was

State C fon of the State in which
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The Senator from Illinols says let us
clarify that the States shall conduct
audits and have access to the books
and records of the telephone company
fiself and have access to the affiliates

such Company provides local exch serv-
ice, including requirements that—

“(A) the independent sudlitors performing
such audits are rotated to ensure their (nde-
pendcnce; and

*(B) each audit submitted to the Commis-
slon and'to the State Commission is eeru

fled by the auditor r for a
ing the audit.
“(4) The C shall perfodically

review and analyze the sudita submitted to
it under this subsection, and shall provide to
the Congress every 2 years—

“(A) 8 report of its findings on the compli-
ance of the Bell Telephone Companies with
this section and the regulations promulgat-
ed hereunder, an

“{B) an analysis of the Impact of such reg-
ulations on the affordability of local tele-
phonc exchange service,

“(8) For purposes of conducting audits
and rc\lcws undcr this subsection, an inde-
the C and the

State Commission shall have access to the
financial accounts and records of each Bell
Telephone Company and those of ita aff{ll-
ates (including affiliates described in para-
graphs (8) and (7) of subsection (c)) neces-
sary to verify transactions conducted with
such Bell Telephone Company that are rele-
vant to the specific activities permitted
under this section and that are necessary to
the state’s regulation of telephone rates.
Each State C | shall 1 ap-

th , who do busi with the
Bell Telephone Co. This will ensure it
will bé a true, comprehensive, effective
audit.

So 1t has been cleared on this side,
and I thank my distinguished col-
league for his offering it, and I will
support the amendment.

Mr. SIMON. I thank the distin-
guished Senator from South Carolina.
Let me add that Senator DECoxciny s
a cosponsor of this amendment. I
should have added that.

Mr. HOLLINGS. Mr. President, I -
urge adoption of the amendment.

The PRESIDING OFFICER. The
question i3 on agreeing to the amend-
ment of the Senator from Illinois.

The - amendment (No. 286)
agreed to.

Mr. SIMON. Mr. President, I move
to reconsider the vote.

Mr. HOLLINGS. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. HOLLINGS. Mr. President, the
senior Senator from Ohio is presently
approaching the floor. I think we have
two ts worked out with the

was

propriate processes to ensure the protection
of any proprietary information submitted to
it under this section.

Mr. SIMON. Mr. President, I am
pleased to say we have modified the
language in this amendment a little as
originally drafted, and I believe it is
acceptable to all sides.”

This amendment calls for an audit
by the State regulatory bodies to see
that we are complying with the law
and that there be a report of the FCC
to Congress. It is a protection for con-
sumers. It is 8 way of making sure the
law is being complied with.

1 know of no opposition, and I hope
the amendment will be accepted.

Mr. HOLLINGS. Mr. President, I
thank the distinguished Senator from
Illinois for this improvement to the
bill. What you have in this amend-
ment. In essence, is clear intent of the
Congress that the Bell Cos. should be
audited. This is quite obvious in lght
of the track record that brought about
tihe modification of final judgment in

984.

The Federal Communications Com-
mission tried to audit the monolith
AT&T, and by the time we would
catch up with an audit and get an
order, it would be obsolete or unable
to be enforced. And we got into an
antitrust case which resulted in the
breakup of AT&T by the court itself
in the modification final judgment.

In this light, 20 percent of the Bell
Cos." business is interstate business and
80 percent is intrastate. The FCC can
audit only the interstate business and
the states can only audit the intra-
state business.

Senator. We will clear those on both
sides of the aisle now, and I think they
are to be cleared. It will save us a good
bit of time. They are worthy amend-
ments.

The Sensator from Ohlo is here.
After these d ts, the
from Pennsylvania [Mr., SpecTEr] will
want to be heard on the bill. '!'here
could be a ple other d 1
will be conferring with the distin-
guished Senator from Ohlo on that, to
see whether we have something we
can accept.

Mr. President, I suggest the absence
of a quorum.

-The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll. -

Mr. METZENBAUM., Mr. President,
1-ask unanimous consent that the
order for the quorum cal} be rescind-
ed.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 287
(Purpose: To add & provision on the
application of the antitrust laws)

Mr. METZENBAUM. Mr. President,
1 send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The °
clerk will report.

The legislative clerk read as follows:

The Senator from Ohlo [Mr. Mrrz-
ENBAUM] proposes an amendment numbered
287. T

My. METZENBAUM. Mr. President,
I ask unanimous consent that reading’
of the amendment be dispensed with,
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The PRESIDING OFFICER. With-
out objectlion, it s 50 ordered.

The amendment is as follows:

At the end, add the ng new

CONGRESSIONAL RECORD — SENATLE

prohibition, which is the intent. The

distinguished Senator wanted to make

it absolutely clear. We accept the
d t. It has been cleared.

SEC. 4. APPLICATION OF ANTITRUST LAWS.

Nothing in this Act shall be deemed to
alter the spplication of federal and state
antitrust laws as interpreted by the respec-
tive court.

Mr. MET2ZENBAUM. Mr. President,
it is my understanding that this
amendment is acceptable to both man-
agers of the bill. It is very simple. It
spells out spectfically that, “Nothing
tn the Act shall be deemed to alter the
application of Federal and State anti-
trust laws as interpreted by the re-
_spective courts.” It is my understand-
ing it is acceptable to the managers
and, {f so, we can proceed.

Mr. HOLLINGS. Mr. President, the
amendment has been cleared on both
sides of the aisle, and we would be de-
lighted to accept the amendment.

The: PRESIDING OFFICER. Is
there further debate on the amend-
ment? If not, the question is on agree-
ing to the. amendment.

The amendment (No. 287) was
agreed to.

Mr, METZENBAUM. Mr. President,
I move to reconsider the vote by which

the amendment was agreed to
Mr. HOLLINGS. 1 move to lay that
motion on the table..

The motion to lay on the table was
sgreed to.
Mr. METZENBAUM. Mr. President,
I sunest the absence of a quorum.
The PRESIDING OFFICER. The
clerk will call the roll.
The legislative clerk proceeded to
call the roll.
Mr, AUM. Mr President,
1 ask unanimous consent that the
. g?er for the quorum call be rescind-

The PRESIDING OFFICER. With-
out objection, it is so ordered.
AMENDMENT KO. 288
* Mr. METZENBAUM. Mr. President,

I send an amendment to the desk and -

ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legisls.tive clerk read
as follows:

The Senator from Ohio [Mr. MsTZ-

288,

On page 11, line 3, strike “‘equipment.”
and tnsert in lieu thereof con-

The PRESIDING OFFICER. Is
there further debate on the amend-
ment?

If not, the question is on agreelng to
the amendment.

The amendment
agreed to.

Mr. METZENBAUM. Mr. President,
I move to reconsider the vote by which
the amendment was agreed to.

Mr. HOLLINGS. I move to lay that
motion on the table.

The motion. to lay on the table was

to

(No. 288) was

Mr. METZENBAUM. Mr. President,
1 suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. METZENBAUM. Mr. President,
I ask unanimous consent that the
o‘x;der for the quorum cail be rescind-
ed.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 289
(Purpose: To provide the FPederal Communi-
cations Commission and State utllity com-
misstons with access to information con-
cerning transactions between a Bel) Tele-
phone Company and its manufacturing af-
filiates)

Mr. METZENBAUM. Mr, President,
I send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Ohlo (Mr. Mer2-
;::Amt] proposes an amendment numbered

Mr. METZENBAUM. Mr. President,

I ask unanimous consent that reading
of the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection it is so ordered.

The amendment is as follows:

On page 3, strike lnes 14 through 24 and
tnsert the following:

“(1XA) such manufacturing affilate shall
maintain books, records, and accounts sepa-
rate from its affiliated Bell Telephone Com-
pany, that identify al} transactions between
the manufacturing affillate and its affill-
ated Bell Telephone Company.

*“(B) the Commission and the State Com-

sistent with subsection (eX2).".

Mr. METZENBAUM. Mr. President,
there is some question as to whether
one portion of the bill was limiting the
application of another portion of the
bill having to do with the subsidiza-
tion of manufacturing effiliates, and
-this c.l.ulﬂes that. I am quite sure the

t is & ble to the man-

agers of the blil.

Mr. HOLLINGS. Mr. President, the
distinguished Senator is correct. On
the prevlous page, subsectlon 2 (orglds
turlnz affiliate with t.he Bel.l Co. This
amendment reiterates exactly that

that exercise regulatory suthority
over any Bell Telephone Company affillated
with such manufacturing afflllate, shall
have access to the books, records, and sc-
counts required to be prepared under sub-
parsgraph (A), and

“(C) such manufacturing affiliute shall,
even if it is not a publicly held corporation,
prepare financial statements which are In
compliance with Federal financial reporting
requirements for publicly held corporations,
and file such statements with the Commis-
sion and the State Commissions that exer-
cise regulatory over any Bell Telephone
Company affiliate with such manufacturing
affiliate, and make such statements avail-
able for public Inspection;

Mr, METZENBAUM. Mr. President,
is isa significant amendment. It has
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to do wiLth State access to the records
of the Baby Bells. It Is designed to
provide both the FCC and the State
utflity commissions with access to the
books and records of a Bell manufac:
turing alfiliate.

Absent this amendment, the State
regulators would not have that au-
thority and of course it is applicable
only to the State regulators having
that authority within their respective
jurisdictions.

The access is essential so regulators
can asstire a proper allocation of cos!s
between the Bell Telephone Cos. and
their manufacturing affiliates. 1 am
frank to say that I have my doubts
about whether regulators can ever
come close to preventing all cross sub-
sidies. But at the very least, this
amendment will help them in that di-
rection because both the FPCC and
State regulators would have access to
the books and records that would heip
them accomplish that task.

1t is all this amendment s designed
to do. It is all it will do. It is my under-
standing the amendment 18 acceptabh:
to the managers of the bill.

The PRESIDING OFFICER. The
Senator frora South Carolina.

Mr. HOLLINGS. The amendiment ol
the distinguished Senator from Ohio
{8 well taken. There are no hldden
balls, or tricks, or otherwise. Thre
intent of the Scnator from Ohlo s th.
same ns that of the Senator frow:
South Carolina, that we do have
audits and we have them as we staltd
in the Simon amendment, both at the
Federal and State level. You cennot
get a valid audit unless you have
access Lo the books. I thought it wus a
given. The distinguished Senator jrom
Ohlo wants to make sure of it and we
have worked this amendment cut. I
has been clearcd on both sides. I am
glad to support the emendment.

The PRESIDING OFTFICER. I«
there further debate? If not, the ques-
tion Is on agreeing to the amendinent.

So the amendmcent (No. 283) was
egreed to.

Mr. METZENBAUM. Mr. President
1 move to reconsider the vote.

Mr. HOLLINGS. I move to lay thm
moticn on the table.

The motion to lay on the tablc v
agreed to.

Mr. METZENBAUM. Mr. Presfdent.
the Senator from Ohlo does not intend
to offer any additional amendments. 1
considered doing s0. 1 very strongly
support the Inouye amendment. Sen?-
tor INOUYE saw fit to withdraw it, and
understandably so. I am not in favos
of this bill. 1 think our amendmenls
make it a better bill than It was, but §
still have concerns about the Babty
Bells getting Into the manufacturing
business.

1 am concerned it will have a nega-
tive impact upon the consumers of
this country and will Increase their
costs. I am concerned that, in a sense,
we are going back and undoing the re-
strictions that we had originally

-
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placed on AT&T through the courts
requiring the breakup. Only now each
of the Baby Bells i3 a multibillion-
dollar corporation on its own and they
want to get Into the manufacturing
business. I do not think that will help
the consumer of this country.

1 have further concerns about the
domestic content provisions, and
whether or not there will be jobs pro-
tected here in this country. I know I
am [n disagreement with my colleague
from South Carolina on this point.

On the 40-percent provision con-
talned in the bil}, I think it is drafted
in such a manner it will be very diffi-
cult to provide any assurances that
there will not be more product manu-
factured overseas than domestlcally.
But 1 think—I know the House of Rep-
resentatives intends to give serious
and full consideration to this legisla-
tion,

1 can count. I know my colleague
from South Carolina has substantial
support in this body. I am hopeful
there will be further considerabte Im-
provement made in the House when it
gets to that body. I will not vote for
this bill. I do not think it is good legis-
lation but I do not intend to delay its
coming to a vote for final passage on
the floor of the Senate and then hope-
fully we will see it come back in a
more tmproved form from the confer-
ence committee.

I want to express thanks for the co-
operation and courtesy accorded me
by the Senate from South Carolina.
We happen to be In disagreement.on
the general thrust of this bill but he
certalnly always conducts himself in a
gentlemanly way and it has becn a
privilege to work with him.

‘Mr. HOLLINGS. It has been my
pleasure to work with the Senator
from Ohlo. I think we have saved a
good bit of time. I think we have done
It In a deliberate fashion. I think the
sta{f of the Senator from Ohio and
our own staff the committec. I am
sorry he cannot support the bill but 1
really think it is because of any politi-
cal persuasion on my part that I have
the votes. I think the bill has the
votes. I really do think this is a con-
sumers’ bill.

There is no question in my mind we
are looking at a problem. We have
tried, under the so-called manufactur-
ing restriction and, with the approach,
while we have a multiplicity of all
kinds of designs and developments, it
has all been foreign, to the injury of
our own United States of Amerlca.

We have seen this happen now In
basic industries such as textiles where
you have to put in a bill to guarantee
the forelgn manufacturer the majority
of the business. No one does that out
of goodness of his heart, but that is
how desperate we have become with
steel, with textiles, and electronics;
you can go down the list, hand tools,
machine tools, and otherwise.

So, I think we really are looking out
for consumers, and if I did not feel
that strongly about it—I am not look-

CONGRESSIONAL RECORD — SENATE

ing out for the Bell Cos, they are
richer than the Senator from Ohio
and the Senator from South Carolina.
They are more than capable of taking
care of themselves and they are pub-
lcly regulated entities and they are
doing extremely well.

My problem is they are doing ex-
tremely well in downtown London, and
in downtown Budapest, and in down-
town Wellington, New Zealand, and in
Mexico City, and Buenos Alres, and
not in Charleston, SC. I am trying to
bring them home.

On the audit amendment adopted
earller with the Senator from Illinois,
it 1s important that we protect the
proprietary information of the Bell
Cos." manufacturing affillates.

The PRESIDING OFFICER. The
Chalr recognizes the Senator from
Ohio [Mr. METZENBAUM].

Mr. METZENBAUM. Mr. President,
the three amendments I have offered
which have been accepted by the Sen-
ator from South Carolina will improve
the bill and provide consumers with a
greater measure of protection against
potential monopoly abuses. The lan-
guage in section 227({) of the bill,
which suggests that ratepayer re-
sources could be used to finance a Bell
manufacturing affiliate’'s product de-
velopment actlvity, has been amended
to clarify that it is not intended to
permit cross subsidy. Section 227(cX1)
has been amended to provide thst
each State regulatory commission has
access to the books and records of a
Bell manufacturing company affili-
ated with a Bell telephone company
within its jurisdiction. State regulators
must have access to the manufactur-
ing company’'s books and records in
order to help prevent harm to ratepay-
ers.

Finally, the bill has been amended
to make it clear that the Bells remain
fully subject to the antitrust laws. The
Bells, the sponsors of the legislation
and the Justice Department all agree
that this legislation does not grant the
Bells any exemption under the anti-
trust laws. Stephen Shapiro, the Bells’
antitrust lawyer, testified before my
Antitrust Subcommittee that:

Rellef from the manufacturing restriction
does not. of course, imply any immunity
from regulation or judicial supervision. . . .
‘The Bell Cos. would be subject to the full
range of civil and criminal remedies should
they engage In anticompetitive practices.

This amendment merely -codifies
that understanding.

While these amendments have im-
proved the bill, I still cannot rt
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the switching and transmission equip-
ment used in the local telephone net-
work has a direct and significant
impact upon the telephone rates pald
by consumers.

The Baby Bells currently are forbid-
den from making telephone network
equipment because history has demon-
strated that consumers get hurt when-
ever the local phone monopolies can
make the equipment which is used in
their telephone networks. The harm
occurs because the phone companies

‘can simply buy equipment from them-

selves at inflated prices and shift
excess costs into consumers. History
has shown that it i3 almost impossible
for regulators to prevent such monop-
oly abuses.

But the biil on the floor today asks
us to forget history. We are asked to
forget the fact that on four different
occasions in this century—1913, 1828,
1949, and 1974—the Bell Cos. abuse of
their local telephone monopolies has
prompted serious antitrust challenges
from the Government. We are asked
to forget the fact that in each In-
stance, the monopoly power over local
telephone service was used to hurt
s and stifle ition in re-
lated markets. And we are asked to
forget the fact that regulation has
rarely been able to control such mo-
nopoly abuses.

The central premise of this bill is
that the best thing the Senate can do
for both consumers and competitors in
the telecommunications business is to
allow seven regional monopolies to get
into the business 0! making telephone
network equipment.

1 don’t share that view, Mr. Presi-
dent. I think the Baby Bells are doing
Just fine right now. These are compa-
nies that average about $10 billlon
aplece In annual revenues; and they
are guaranteed at least a 11-14 percent
return on their local phone business,
which is stlll their major business. In
other words, the only parties that are
certain to benefit from this legislation
are multibillion-doliar monopoties that
are guaranteed an annual profit.

What about consumers. That’s why
every major consumer group in the
country, all the State utility consumer
advocates, and the AARP, all oppose
this legislation.

Mr. President, this bill should be
judged according to a simple standard:
Based upon our understanding of his-
tory, monopoly behavior, and the ef-
fectiveness of regulatory oversight in

it. The question posed by. this bill is
whether or not the seven regional tele-
phone monopolies known as the Baby
Bells, whose combined annual reve-
nues amount to over $70 billion, ought
to be allowed to manufacture the
equipment which is used in their local
telephone networks.

While this may be a complicated
issue, it is of critical importance to
anyone who pays & telephone bill
every month. The cost and quality of

the teleph industry, is this bill
likely to help or hurt both consumers
and competition?

lthlnkthemswerlsthat.itwﬂl
hurt both
And I want to outllne for the Benate
the basis for my conclusion,

At the outset, let me explain the key
principle which I believe should guide
analysis of this bill. Legislation and
pollcy lnvolvlns telephone network

t should age the Bell
Telephone Cos. to buy the highest
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Quality eaulnmenc at the lowest posi-
bie price. The reason for this is simple:
Ratepayers—that is, consumers—ulti-
_ Hately pay the costs of the network
equipment purchased by the local
bhone I th i

. ne rates should not be artificial.
1y high and competition should be pro-
tected. But if public policy provides
the local telephone monopolies with
the opportunny to purchase equip-

ment at inflated prices, then both con-
nnngrs and competition will be hurt.

up in the first place. When

‘AT&T provided both long-distance

and local phone service to nearly the
entire Nation, it purchased
all of the equipment used in the phone
network from itd equipment manufac-
turing subsidiary, Western Electric, In
the aptitrust case that led to divesti-
ture, the Government showed that
AT&T's local telephone subsidiaries
bought from Western Electric, even
when competing manufacturers made
better quality equipment at 8 lower
price. The evidence also showed that
AT&T's local phone companies provid-
ed Western Electric with preferential
access to key information about the
. equipment needs of the local exchange
networks. In addition, Judge Greene
concluded that AT&T's manufectur-
_Ing affillate was being improperly sub-
aidized by the Bell System's telephone

ratepayers.

“That 'kind of self-dealing and cross-
subsidization hurt both consumers and
competition. Regulators were power-
less to control such monopoly abuses.
Separating the oea.l
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tention to the local telephone busi-
ness.” He also has suggested that the
postdivestiture rise in local phone
rates may be putly due to “t.he diver-
sion of r
the Bells' nmbmom to become full-
f‘:dged players {n conglomerate Amer-

Regardless of what caused the rise
in local phone rates, those increases
have not been good for consumers. On
the other hand, divestiture has provid-
ed some benefits: Long distance rates
have falien, thousands of small busi-
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phone networks, they are going to buy
most or all of their equipment from
themselves. That's not just my view,
Mr. President. It is a view shared by
the Department of Justice, Judge
Greene, the D.C. Circuit Court of Ap-
peals and antitrust experts from
across the spectrum. Let me read to
you an excerpt from last year’'s deci-
sion on the consent decree by the D.C.
Circuit Court of Appeals.

The Department of Justice makes the sig-
nificant concession that any Bell Opersting
Co. that chooses to manufacture central

nesses have eatered the
have

oﬂ switch either unilaterally or

market, and many new product
been introduced.

While divestiture has brought sbout
many changes, one critical fact re-
mains the same: Local telephone serv-
fce is still & monopoly. Consumers and
small busin essesm&keiaumelrcans

1 joint
nuﬂy all)} of its requirements from the af-
tilisted —thereby for & cer-
tain portion of the market, regardiess of
whether or not there are economies to be
gained from such integration.

So the Justice Department, which

through one local

rts this bill, concedes that there

Long-distance carriers like AT&T
MCI, and SBPRINT still rely on the
local network for the initiation and
completion of almost all long-distance
calls. And big business relies on the
local phone network to transport in-
formation which is critical to domestic
and foreign commerce.

In short, the local telephone monop-
oly is still the critical factor for the av-
erage American. It is true that there
are geven regional monopolies provid-
ing local telephone service, instead of
only one national monopoly. But the
tncentive and ability to leverage that
monopoly power has not necessarily
diminished, simply because there are
now seven regional monopolies, rather
than just one national monopoly.

Indeed, since divestiture, the Bells
have sh themselves to be capable

from long-di ring
proved to be the only eﬂectlve means
of preventing further harm to consum-
ers and competition. That's what
Judge Greene did in 1982. And that is
what this bill is trying to undo.

The bottom line is that the phone
company was broken up because, in
Judge Greene’s words:

A of vertical fon and
rate-of-return regulation has tended to gen-
erate deddom by the operating companies
to by West-
em Electric that s more expensive or of
lesser quality .than that manufactured by
the general trade.

Let's be clear. If we adopt the hill
before us today, we will reinstate the
same combination of vertical integra-
tion and local service regulation that
led to antitrust abuses in the tele-
phone business.

Mr. President, I have not been
happy with some of the after-effects
of divestiture. In some critical ways,
consumers are worse off: Local rates
have risen, phone bills are confusing
and customer service has suffered.
Meanwhile, the Baby Bells have cre-
ated dozens of new subddla.rlu for

into markets,
Judge Greene hns stated that this di-
versification “is bound to diminish
thelr management’s interest in and at-

of leveraging thelr monopolies in
harmful ways. In February, U.8. West
agreed to pay $10 millfon for ¢ viola-
tions of the consent decree; another 8
violations were dropped. Last year,
NYNEX paid s $1.4 million fine after
it was found to have inflated the pur-
chase price of office equipment and
supplies which it bought from one of
its unregulated subsldiaries. The
excess costs were passed onto
NYNEX's telephone ratepayers. The
overcharges {n that case totaled $118
million. Last year, Bell Atlantic agreed
to pay $42 million to settle charges
that it engaged in deceptive marketing
practices designed to make Pennsylva-
nia retepayers buy more services than
they wanted or needed. And the Ohio
consumers counsel, along with other
Midwest consumer advocates, reported
that Ameritech improperly charged
ratepayers for millions of dollars in
lobbying, advertising, and promotional
expenses. 80, Mr. President, the Baby
Bells have used their monopoly power
to hurt both consumers and competi-
tion. My concern is that this legisla-
tion will give them more opportunities
to do sa.

Mr. President, let's look at the prae-
tical impact of this bill on the real
world. If the Bells are allowed to make
the equipment which ts used in their

will be considerable sell-dealing if the
Bells are allowed into the manufactur-
ing of equipment. And of course they
would have to make that concession.
Any practical person would recognize
that if you have a choice -between
buying your equipment from yoursel{
and buying them from someone else,
you buy from yourself. You do that
because you have got to maximize
profits for your company and your
shareholders.

Whille the Justice Department recog-
nizes that there will be self-dealing,
they are less concerned about the con-

of such t, and believe
that self-dealing abuses can be effec-
tively policed. Their view is not shared
by other antitrust experts around the
country. Prof. Phillip Areeda of Har-
vard. who is perhaps the leading ant}-
trust expert in the country, has writ-
ten about the consequences of self-
dealing. He has stated that:

Each Bell monopoly Is likely to purctinse
fts own equipment rather than belter o
cheaper equipment made by others. A regu-
lated monopoly has powerful incentives to
purchase from (tself, even U better and

is elsewhere.
and regulatory safeguards sre likely to be
ineffective to prevent it. * * * It follows
that socfety would not receive the benefils
of the lowest price or the most advanced
and reliable equipment. Hence, consumers
would be exploited through higher prices
and worse equipment * * *. Costs are likely
to be higher, quality and innovation lowet.
and prices higher. The root cause by eelf-
desling with little regard for price or qual-
ity. Self-dealing provides 8 guaranteed
market that dulls competitive pressures
toward Innovaticn, high quality, low cosis
and prices.

Robert Bork. whose views on anti-
trust in gencral and vertical integra-
tion in particular are almost totally
different from mine, agrees that allow-
ing the Bells Into manufacturing
“would Injure both competition in the
markets the Bells enter ahd the rate-
payers in the telephone service mar-
kets over which the bells have monop-
oly control.” Judge Bork has written
that the injurles would ensue because
the Bells—
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Blmply would olalm that thelr afflliated

made p superior to

those of other mm.\(mmn. regardiess of

thelr actual quality. and woul refuse to

purchase else. Although the

equipment might cost more, they could pass
Lhe expense 0ato ratepayers.

Mr. President, the concern about
Self-dealing abuses arises because ft Is
exactly what has happened in the past
whenever one company has been both
an and a mo-
nopoly provider of phone service.

Prior to divestiture, the Bell Operat.
ing Cos. bought virtually all of thelr
equipment from Western Electric,
even when, as Judge Greene put it, A
general trade product was cheaper or
of better quality * * *.” Similarly Bell
Ogperating Coa. purchasing officials
were encouraged—

To wait until @ Western (Electric) product

le to the desired geseral trade
equipment was avallable, and they were re-
quired to provide detafled justification for
general trade purchases which were not nec-
essary for the purchase of Wmm equip-
ment.

GTE. which has local phone monop-
olies scattered around the Nation, also
engaged {n self-dealing abuses when it
manulactured - telephone equipment.
The Bells submitted testimony to a
hearing held by my Antitrust Subcom-
mittee {n which they argued that Con-
gress should look at how GTE behaved
when it was Involved (n equipment
manufacturing. But the fact is that
GTE did engage in antl competitive
and anti-consumer self-dealing when
they were in the equipment business.
{n fact. they were found guilty of vio-
lating the antitrust laws.

The judge in the GTE case stated
that—

GTE tas muy wsed fts verucal struc-
ture to irr
share by taking everv means Go exc!ude any
chance, howsoever small. of any portion of
it being served by competitor manufacturers
no matler how superior their products, serv.
ices or prices.

The Judge also stated thal:

GTE's conduct tn fts in-house dealings
R\:nuau an objective to maximize its prof-

The judge went on to state that:

The single moat alarming aspect of GTE's
vertical in and resultant in-house

deal(m Il the wse of its monopoly leverage
in the & to fore-

close competition in the -
tions; equipment tndustry. GTE has be.
trayed its public trust ® * *~.

1 the Beils belleve that GTE's con-
duct provides guidance as to how S.
173 will affect the manufacturing
market, then ‘Senators ought to ask
themselves whether it is a good idea to
pass this legislation.

The NYNEX procurement scandal,
which was £ ¥y blown open last
year, demonstrates that the Baby
Bells are Just as inclined to self-deal as
was GTE and the old AT&T. In that
case, NYNEX established a purchasing
subsidlary—Materia) Enterprises Co.—
known as MECO, which was set up to
buy office equipment and supplies and
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perform other purchasing and service
functions for the NYNEX operating
companies. NYNEX corporate policy
dictated that the local phone compa-
nies should use MECO as often a3 pos-
sible, even though it meant paying In-
flated prices for the supplies and serv-
ices that MECO provided. As I men-
tioned earlier, the overcharges in that
case amounted to $118 million.

In each of the examples I have
cited-NYNEX, GTE, and A’r&’r—
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plece of equipment—and can be cus
tomized to meet the particular needs
o(mownﬂmoomuny—lthdﬂtb
cult for regulators determine
whether the Bells will hlve pald too
uch,

there were internal licies
and rules which encouraged self-dml
ing by the local ph

incurs
substantlujoln&eosu.mdlthanww -
to saddle

even if it meant that consumers would
be paying higher phone rates 1t {5 ex-
tremely difficult for regulators, no
matter how consclentious, to police in-
ternal corporate policles, in order to
prevent the adoption, either formally
or informally, of rules and policies de-
signed to encourage self-dealing.

Now there are some who claim that
the' NYNEK scandal shows that regu-
lators are capable of policing aelldeal-
ing abuses. But the fact is that the
NYNEX scandal was not uncovered by
regulators, but came to light only
after news reports first appeared in
the Boston Globe. The news reports
were based on (nformation provided by
a whistleblower who was subsequently
fired by NYNEX. Robert Abrams, the
New York attorney general, stated
that NYNEX officials “resisted us
every inch of the way” while his office
was tirying to gather Information
about the procurement scandal. And
Peter Bradford, the chairman of the
New York Public Service Commis-
slon—the State regulatory agency
which has made a valiant effort to
grapple with this” matter—testified
before my Antitrust Subcommittee
that no one should take comfort over
the fact that NYNEK ultimately was
caught. Chalrmsn Bradford stated:

1 think you could never hope to fully
police the kinds of diificulties that arise
when you link a competitive enterprise of
the size and scale of manufacturing in the
telecommunications tndustry with a monop-

ratepayers
wlmmexcesahmolthuecosuh
more costs are loaded onto the rate
base, phone bills rise in order to
ensure that the operating companles
receive thelr guaranteed rate of
return. Regulators are supposed to dis-
allow excessive

at the FCC's ability to contral cross-
subsidy—back In 18871t concluded
that the Commission could not do the
job. The GAD found that:

FCC cost rules and
are properly controlling cross-substdy.

example, a staff report by the Califor-

that
are not in this legizlation—I don‘t think any
. in good could tell you

that this was a policeable marketplace.

So, Mr. President, experience tells us
that if you llnk manufacturing with
monopoly phone service, you will see
self-dealing abuses, and the regulators
will have dilficulty preventing the
prodlem.

The danger for consumers is um
self-dealing will lead to high

rates. Every major consumer group in

the country this bill b

of thelrconnernsthszlltheBellsbuy
from t ves, rates will

€0 up.

Rates can rise I.n one of two ways.
First, the Bells can simply buy from
themselves at Inflated prices and pass
the costs on to thelr ratepayers. Be-
cause a switch {3 a highly complicated

1 tel
ment because the Bells, with a guaran-
teed market to supply. would not be
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subject to the same titive pres-
sures as are independent suppliers.

B0 look what we have, Mr. President:
If this bill passes most of the Bell
sector of the network equipment
market will be foreclosed by self-deal-
ing. Meanwhile, the non-Bell sector of
the market—in which companies like
MCI, American Express, and others
purchase telecommunications equip-
ment—will be hurt because the market
is likely to be dominated by self-deal-

monopolles, which could raise
prices and reduce competition.

. Besides simply buying from them-
selves at inflated prices or saddling
ratepayers with. excessive costs, there
are other methods by which the Bells
could threaten competition and hurt
consumers. They could design their
phone networks In a manner that
would, in the words of Judge Bork,
“make their systems incompatible

with equipment made by other manu-

facturers.”

The Bells could tnhibit competition
by providing their manufacturing af-
filiates with advance notice of

t needs with employees from
the manufacturing affiliates.

Finally, Mr, President, let me just
say & word about the domestic content
provision contained in the bill. It 1s a
domestic content provision in name
only. The provision places no limits on
the ability of the Bell Co. to use intel-
lectual property created outside the
United States. So under the bill, the
Bells could concelvably do much, if
not all of their research and design ac-
tivities overseas.

The heart of the provision Is a re-
quirement that the-Bells must use
American-made parts in all the equip-
ment which they manufacture. But
there is an exception to this provision
which practically swallows the rule. 1f
the Bells cannot find the components
here in the United States at a reasona-
ble price, they can use foreign parts.

Now the bill does say that the cost
of the forelgn-made components may
not exceed 40 percent of the revenue
generated from the sale of equipment.
But componentry costs almost never
exceed 40 percent. ol the cost of most

ing equipment needs or changes in the
. design of the local exchange network.
‘This head start would give them a crit-
ical advantage over other equipment

manufacturers. Again, this is not & hy- .°

pothetical concern, but was one of the
factors in ‘the Government's original
antitrust suit against AT&T. Judge
QGreene noted that prior to the decree,
r;mm ‘Electric was frequently grant-

Pmutun nnd otherwise preferential ’

t products, let alone
their salea revenue. So the Bells could
use all forelgn-made parts and still
n';;alet the 40 percent test that is in the

The bill does say that the compon-
entry percentage figure must be ad-
Justed yearly to correspond to the av-
erage for the entire industry. But that
doesn't guarantee the use of more
American-made components, because
equipment sales by foreign firms will
be included in the calculation. Indeed,

access to

ibllity standards, u.nd other ln!ornm.lon
" needs and
characteris-

El
dlmwlt. if not impossible for them to com-
pete for
Now Mr. President, there are sa.fe-
guards in 8. 173 which are desumed to
in

the inclusion of sales by foreign firm
might even ralse the ceiling, since
their products will be made entirely
with foreign parts.

Moreover, the bill says that the
Commission shall adjust the percent-
age figure after consulting with the
Secretary of Commerce. It {8 my un-
derstanding that both the Commission
and '.he Secretary of Commerce do not

antd and ant{
havior. But these safeguards are not
strong enough to ensure that consum-
ers will be protected.

For example, a provision in 8. 173
which requires the FCC to issue regu-
lations to prevent the Bells from
giving their manufacturing affiliates
preferential access to
about ch in

prevent the Bells from
1 be-

rt the d tic content provi-
slon. If they are included to relax the
application of this provision, this lan-
guage would seem to give them ample
leeway to do ‘'so. So as a practical
matter, this provision I8 not going to
limit the Bells' use of foreign-made

parts.
Mr. President, the bottom line on 8.
173 is this: The benefits are at best

equipment needs of '.he Bell Operating
Cos. It's a well-intentioned provision.
But the fact is that there is no practi-
-cal way to enforce it. Thlnk about

lative and, at worst, {llusory.
Meanwhile, the risks to consumers and
competition are too great. Some of
that risk can be alleviated if the bill is
amended, but in my judgment, this

what would h Ha legisl
engl either identally or in-
tentionally, discloses information

about future equipment needs to the
manufacturing subsidiary. Is he going
to immediately tell the phone compa-
ny that they have got to drop every-
thing and run down to the FCC to file

that Information? Mr. President, an’

FCC regulation is simply not going to
prevent personnel from the operating
{ from 1 future

ton should not go forward. Ac-
cordingly, I will note “'no.”

Mr. President, I commend the Sena-
tor from South Carolina's staff and
my own staff. It was not an easy nego-
tiation. They have been Involved for
several days. They have been very co-
operative. My own staff has been ex-
tremely involved, knowing full well
what the situation was here on the
floor, trying to do what this Senator
wanted done. And the staff of the Sen-
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ator from South Carolina was certain-
ly trying to do what their Senator
wanted done. I think all of them have
acquitted themselves admirably and I
am grateful the Senate has such able
young people on our staffs and work-
ing for us.

Mr. President, having sald that, I
have nothing further to say.

Mr. President, I ask for the yeas and
nays on final passage.

The PRESIDING OQFFICER. Is
there a sufficient second?

There s a sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. Who
seeks recognition? Are there further
amendments?

Mr. DANFORTH. Mr. President, 1
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. SEYMOUR. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. (Mr.
LiesermaN). Without objection, it Is so
ordered,

The PRESIDING OFFICER. The
Senator from California Is recognized.

Mr. SEymour. I thank the Chair.

(The remarks of Mr. SEYMOUR per-
taining to the introduction of S. 1225
are located in today's REcorp under
“Statements on Introduced Bills and
Joint Resolutions.”)

Mr. SEYMOUR. Mr. President, I
yield the floor and suggest the absence
of a quorum.

The PRESIDING OF'F’ICER The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. HOLLINGS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. HOLLINGS. Mr. President, !
want to clarify one point that is cur-
rently left somewhat uncledr in the
committee report regarding Bellcore,
the Bell Co.’s jolnt research center,
when the committee reported S. 173 it
was the intention of the committee
not to change the legal status of Bell-
core in any way. Bellcore will have the
same authority to work with any man-
ufacturer, including Bell Co. manufac-
turing affiliates, after the bill Is passed
as Bellcore has today.

To the extent that Bellcore talks
with manufacturers today, for in-
stance, it may continue to talk to man.-
ufacturers, including the newly cre-
ated Bell Co.'s manufacturing afftil-
ates, after this bill is passed. This bill,
however, grants no new authority tc
Bellcore.,

1 suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legisiative clerk pro-
ceeded to call the roll.
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Mr. WURENBERGER. Mr. Presi-
dent, | ask unanimous consent that
the order for the quorum call be re-
scinded.

The PRESIDING OFFICER. With-
out objection, it 15 50 ordered.

Mr. DURENBERGER. I ask unani.
mous consent that I might proceed for
up to 10 minutes as though In morning
business.

The PRESIDING OFFICER. Hear-
ing no objection, that will be the
order.

Mr. DURENBERGER. 1 thank the
Chair.

NATIONAL HEALTH CARE
REFORM

Mr. DURENBERGER. Mr. Presi-
dent, let me first thank the managers
of this bill for the opportunity to take
this time to congratulate my col-
leagues In this body, especially those
from Maine, Massachusetts, and West
Virginia—Democratic Senators MITca-
eLL, Kennepy, and ROCKEIFELLZR—ON
the occasion of the Introduction of
their -landmark legislation on health
crae reform.

Regardless of the shortcomlngs of
this particular proposal—and 1 believe
there are several—this event today is o
very major milestone on the road to
urgentiy needed health care reform in
America. It literally is 8 first.

Today. we have on the table a seri-
ous proposal for the national reform
of heslth cdre which is as close to
comprehensive as anything we have
seen. For want of a better alternative,
this bill sets the agenda for the Con-
gress. It begins the tong and difficult
process of health care reform.

Because we all tend to focus on the
day-to-tiay challénges around here, we
often cannot take in the longer view of
legisiation. For our colleague, Senator
Kzwweny, this is not a 1-day event. It
is yet another step in a 30-year effort
to bring access to health care to all
Americans. This s not an issue to him;
it is a passion, and I commend him for
that.

I also want to commend the other
key players in this proposal who are.
relative to our colleagues from Massa-
chusetts. new kids on the block. It has
been my privilege to have served with
both Greorge Mircazll and Jay
Rocerrmize on the Medicare Sub-
committee of the Senate Finance
Committee as long as they have been
in the Senate. Gxorcx and Jay epito-
mize Senators of the modern era.
They sre both good listeners and seri-
ous thinkers. and they have an ability
to push through the complexities of
the issues that we face to reach far-
reaching solutions.

1 commend them for that effort and
the efforts they have made over the
last several years to understand and
master the health field and for much
good policy which they now tay before
us. JAY RocgEreriss. I must say, also
made physician payment reform a re-
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ality and made the Pepper Commis
sion work.
Democrals and R 18 in the
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thrat money going to come? It proposes
smmﬂhxmbuslmmthstdomt

Congress have been working on
changes In the way America pays for
health care stnce I arrived here in 1999
to meet the specter of something
called hospital cost containment.
There can be nd question that Amer-
ica must change the way we produce,
the way we well, and the way we buy
medical services.

Justuhulthlsnbas!cmw
every it is a fund al issue
for every business, every institution,
and every level of Oovemment in
America. Iike a person with very high
blood pressure, each institution of our
society today is threatened with an ex-
plosive increase In medical costs. This
year American health expenditures
will be $750 billion. By the turn of the
century—only 8% years from now—
that amount will have tripled, to over
$2 trillion. Can employers afford three
times their current health care costs?
Can Government? Can individuals and
families? Of course not.

We have 31 milllon Americans who
have no health insurance at all, with
millions more soon to join the ranks
because of cost increases. We have
major sectors of our soclety—in rural
and urban areas—grossly underserved.
Chmse s urxently needed.

for laying

d my coll
thls proposal on the table.

As I took over the proposal, I see &
number of very necessary reforms
which have been discussed in the Fi-
nance Committee and In the Pepper
Commission. The bill 15 & great im-
provement on the Pepper Commission
final report because It begins to ad-
dress a major gap in the document—
cost containment.

1 wish to thank the sponsors for in-

luding & of pr is which 1
have just put forward over the last
several years, and 1 am especially
pleased to see a small business Insur-
ance reform ocomponent which I have
been working on since March of last
year and on which T have introduced
S. 700, the American Health Security
Act.

But, Mr. President, before I sound
any more ltke & cosponsor of this pro-
posal. which I am not, there are sever-
al flaws which will cause this bill to
fall short of its own amblﬂous soals.
This afternoon I will

to provide insurance. How big
will that be—m percent, 15, 207 This
legistation gives no answers. The fail-
ure of the sponsors to agree upon a fi-

mechanism even among them-
selves does belie the so-called compre-
henstve nature of the bill

Second, by relying on employer man-
dates to solve the uninsured problem.
the bill prescribes a treatment that
has already failed clinleal trials in the
State of Massachusetts. There is a
major problem of the working unin-
sured—people who have jobs but
cannot get tnsurance in the workplace.
But the problem 1s not that their em-
ployers—mostly small businesses—will
not provide insurance; it is simply that
their employers cannot.

Finding and keeping affordable in-
surance ln the current cost spiral has
been nearly {mpossible, and {0 add &
mandate to buy Insurance in this situ-
ation is simply to mandate bankrupt-

cles.

The bill requires employers to either
provide a health plan for their em-
ployees or pay inlo a State insurance
fund; in other words, “play or pay.”
The eventual result will be employers
abandoni their ibllity to
insure workers and dumplnz them {nto
a huge State zystem. In other words,
we will get & Canadian system by the
instaliment plan.

But the greatest unfairness in this
mandate is it treats all employers and
all businesses as though they were the
same; it ignores differences which are
crucial o how these employers make
their health care decisions, even the
decision to play or pay.

There are differences between em-
ployers located in urban and those In
rural aress, different kinds of bust-
nesses—manufacturers, service indus-
try—the kind of business that can pass
on these costs on goods and services
and those that cannot. There are dif-
ferences between the coastal areas ol
this country snd its heartland. To say

‘these disparities do not exist guaran-

tees bad policy outcotnes.

The third flaw {n this bill 15 that {t
leaves totally unreformed $100 billlon
a year In Federal health spending on

the tax side of the ledger. There Is &
very large hole in the Nation’s health
that must be plugged

four.

First, introducing & bill without any
financing to it {5 like wrapping up an
empty box and putting it under the
Christmas tree, It is designed to disap-
point. One of the lessons we were sup-
posed to have learned from the 1980's
is that government should not promise
for what {t cannot pay, or Is unwilling
to pay.

Unfortunately, this dbill falls into
that trap. The bill I3 quite explicit
about what we will do for the Ameri-
can people and silent on how they will
pay for it. It proposes $8 to $8 billion
In Medicaid changes. From where s

we are going to get the kind of efil-
ciency we need in this system. Every
year, we hand out $100 billion in tax
benefits—or the taxpayers do—for
health expenditures, and the Ameri-
can people get no better system for it.

We subsidize the average lswyer in
this city about $2,000 a year for his
health {nsurance, a tax subsidy paid
for by farmers {n Minnesota who do
not get that kind of subsidy and have
to pay twice ns much for their premi-
ums without the tenefit of a deduc-
tion.

Fourth, 1 am sure the sponsors
would also agree that even passage of
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their bill today would not nearly
finish the job of health reform. We
still have to deal with Medicare re-
;. structuring and optional services for
- long-term care. We have to deal with
the medical arms race in this country
which is raising costs by 11, 12 percent
a'year. We have to deal with restoring
individual resonsibility and changing
the wasteful way.in which health care
. Is currently delivered in this country.
This is the real key to cost contain-
ment in America today, changing the
way people access health care and
:mmz_the way medicine is prac-

I would suggest that if every health
professional in America practiced as
part of & Mayo Clinic we would double
Quality assurance -in America, and I
know we would cut the costs by at
least a third,

The majority leader, Senator Mrren-
ELL, In his statement said this is a
“comprehensive bill to reform the Na-
tion’s health gystem to provide access
to affordable heath care for all Ameri-
cans.”

But without the details of the fi-
naneing, without a sustainable solu-
tion to the uninsured problem, with-
out a tax component or reform in
other major areas, this bill will have
trouble living up to that reputation.

Mr. President, the process of health
reform will be a long and difficult one.
Changing how 13 percent of the GNP
in this country operates when it is op-
erating in a drug company over here
and in & small town clinic over there,
is a huge challenge. But we have to
start some place. And some place is
the bill our colleagues, Senators Ken-
NEDY, MrIrcHELL, and ROCKEFELLER,
have put before us.

I commend them for thelr leader-
ship and for the correct choices they
have made, and I look forward to
working with them in the areas—and
there are many—where we will have
disagreements.

This will be a long journey—10
years’ worth of work perhaps. But we
cannot get there unless we get started.

Credit belongs to those Senators
today. Because of their efforts, we are
finally underway.

Mr. Presid I
of a quorum.

I yield the floor.

the abx

TELECOMMUNICATIONS EQUIP-
MENT RESEARCH AND MANU-
iAc(;I'UR!NG -COMPETITION

The Senate continued with the con-
sideration of the bill.

Mr. . Mr. President, I rise to
state my support for 8. 173, and in
particular I want to call my colleagues’
attention to what I think is an ex-
traordinary accomplishment on the
part of the distinguished senior Sena-
tor from South Carolina, who has
fought this battle long and hard. I am
:Itel_'y grateful he has been willing to do
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There has been a conslderable
itlon, per ive grgu.
ments on t.he other side, and I
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manufacturing competition on a play-
lng fleld that will remain level. It in-
es that will enhance

we are rather close now to passing this
plece of legislation.

T have had a great deal of interest in
telecommunications for some time. 1
was chairman of the National Gover-
nors Assoclation’s Task Force on Tele-
communications Policy and, as a con-
sequence of that, we took some regula-
tory action while I was Governor. And
the object of the deregulation action
was to try to encourage the local
phone companies {o Invest: more in
communications technology.

The jury is still out as to whether or
not that will occur.

I am pleased with some of the action
that has occurred, and not so pleased
with some others.

Mr. President, I belfeve this is an ap-
propriate legislative response to an in-
appropriate judicial situation. Since
Federal District Judge Harold
Greene's modified final judgment on
the breakup of AT&T went into effect
in 1984, the RBOC's have been barred
from manufacturing telecommunica-
tions equipment. The RBOC's created
in. that divestiture, and as a part of
that divestiture agreement and the
consent decree, as a consequence were
not allowed to get into the business of
manufacturing telecommunications
equipment.

This edict on the part of Judge
Greene—in fact, a consent decree
signed between the U.8. Government
and AT&T-—was targeted toward le-
gitimate ends. That end is to protect
the consumer from unduly high phone
bills and shielding other telecommuni-
cations firms from unfair competition.

I emphasize this is a legitimate regu-
latory objective. These are still compa-
nies with highly monopolistic charac-
teristics particularly deserving of regu-
lation.

The result has been one of unelected
Judiclial officials now doing more than
perhaps any elected official to shape
America's telecommunications policy.
And the result has been a restriction
of the RBOC's that {s broader than
needed to protect wallets of American
consumers and the competitive inter-
ests of American manufacturers.

1 believe the sponsor of the bill, as I
have Indicated earller, the distin-
guished Senator from South Carolina
[{Mr. HoirrLINGs), has done a tremen-
dous job, an admirable job in crafting
this legislation in a way that balances
the varlous interests, the various con-
flicting Interests.

It erects quite concrete barriers to
prevent the RBOC's from using their
regional monopolies over the phone
service to cross-subsidize their manu.
facturing operations, and to that end 1
bell the a d ts offered by
the distinguished Senator from Ohlo
improve the extent to which we will be
able to monitor and prevent that
cross-subsidization.

Further, the legislation takes steps

to ensure the RBOC's will reenter the

America’s position in giobal trade.

For these reasons I plan to vote In
favor of this bill. But for other reasons
I will vote for the bill with some
regret. What I regret is simply this:
America’'s elected leadership, in par-
ticular the administration, is doing so
little to set and achieve a bold and
-broad-reaching  telecommunications
vision for our Natlon's future.

All of us in political life, any who
have been in business, understand
automatically the power of modern
telecommunications.

There can be no doubt that the
nature of our telecommunications
system In the next century will shape
America’s destiny as powerfully as our
rail, water, and highway systems have
done over the past two centuries. If we
took the right steps today, we could
begin to revolutionize every aspect of
our lfves: The way we educate our chil-
dren, the way we obtain our health
care, and the way we do our jobs. 1
have seen some of those possibilities
demonstrated already In some of the
Nebraska schools.

Mr. President, it i3 very exciting.
One portrait of what we can achieve
was recently painted by George Gilder
in the Harvard Business Review. Mr.
President, the article s too long for in-
clusion in the Recorp, but I recom-
mend it to my colleagues.

Mr. Gllder presents to ‘'us a rather
exciting proposal. It Is one that has a
constderable amount of risk attached
to It, as well. But the proposal, Mr.
President, says that what is missing In
the United States is the infrastruc-
ture: not the high-end infrastructure,
but the {nfrastructureé that connects
the American home and family to that
high-speed network that we generally
use with long-distance phone systems.

That pared copper line that con-
nects every American home and most
of America’s businesses with our
phone system s the greatest barrler, 1
belleve, not only to our being able to
develop a fully integrated {nformation
system In our country, but in seeing
that marketplace, information market-
place, explode and grow even more
rapidly than it has in the 1980's.

What Mr. Gilder proposes 18 that we
are simply not reguiating for the right
objective; we have not taken into ac-
count changing technology and what
that technology has done for us. It has
glven us the opportunity to refashion
our laws, not without some risk.

1 assume Butler Aviation, both st
National and Dulles, is doing a lot of
business this week. I assume there is &
iot of heavy iron coming in trying to
influence our vote. I have seen a con-
siderable amount of evidence of that
out ih the rotunda. There will be a lot
more heavy iron in town If we were, in
my judgment, to consider that what
Mt. Gildet 1s saying s, in fact. correct.
That is this, Mr. President: What we
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have doﬁg {s we have assumed that
there is a shortage of airwave space,
and that that shortage has created
problems for new technologles as they
come into the marketplace.

But what Mr. Gilder is saying is
there Is no shortage of air space. In
fact, what we have done is we have
lost sight of what the change in tech.
nology has done for us. It has done
this. Mr. President: It has given us the
potential of saying that the lines that
we currently regulate and reserve for
telephones should be used for video,
and the alr space that we currently re-
serve for broadcasts and other, such as
cable, that that alr space should be re-
served for voice communication, for
tetephone.

1t is a tremendous underlying as-
sumption, Mr. President. If what Mr.
Gllder s proposing Is true, then we
need to do much more than simply
pass this plece of legislation. We are
going to need to provide controversy
in the Industry out there that will be
enormous. If what Mr. Gilder Is saying
about the potentlal economic growth
as a consequence of this change is cor-
rect, it will be worth the battle.

Today. 1 believe we are doing little
to imagine and create a teleccommuni-
catlons future that serves the public's
Interest, a system that s Intentional
rather than accidental.

I must call my colleagues’ attention
to the fine work that has been done by
the distinguished Senator from South
Carolina. I have heard him talk about
the need to challenge our regulatory
environment and describe our future.

I have heard the distinguished Sena-
tor from Tennessee, at length, de-
scribe what we as policymakers nced
to conslder, {f we are going to draft
our laws correctly.

In the Sunday New York Times,
there was an article about the Chair-
man of the Federal Communications
Commission, Alfred Sikes, and his
views were expressed In this article.

I ask unanimous consent that this
article be printed in the Recorbp at the
concliusion of my remarks.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(See exhibit 1.)

Mr. KERREY. Chalrman Sikes'
statements in this article reveal an un-
derstanding on this issue that 1s deep,
rare, and admirable. They indicate
that he is visuallzing a way to trans.
form how we use telecommunications
In America, and then using regulatory
policy to achieve that vision. That is
the right way to use regulatory policy.

Today. unfortunately, we are too
often regulating backward. We set
rules for some piece of the telecom-
munications market, and we determine
how those rules are going to work,
without first declding what ends we
want those miracles of electronics to
serve.

Mr. Sikes seems to have an admira-
bly broad vislon. but Mr. Sikes is an
appointed officlal. An appointed offi-
cial can only do so much to educale
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and lead the public toward an overall
set of goals.

So 1 find myself asking, Mr. Presi-
dent, what and where i3 the vision of
President Bush who appointed Mr.
Sikes? Recently, we witnessed how
much the President can achieve when
he focuses the Natlon's sights on a
long-term view.

When Congress was discussing and
deliberating whether to give the ad-
ministration fast-track authority in
our trade negotiations, the President
aggressively argued that we must look
at the longrun benefits of free trade.
He palnted a broad and persuasive pic-
ture of the benefits that would ulti-
mately flow to our Nation {f we
pressed our trading partners for lower
barriers.

This is precisely the kind of execu-
tive leadership our Nation needs on
telecommunications. We need leader-
ship to mobilize public opinion around
the very large investments that will be
necessary to link each of -America’s
homes and businesses to a digital net-
work, leadership that will transform
the way Americans think about the
possibilities of telecommunications; so
that they see it as an electronic door
to stimulating opportunities, not just
as an electric babysitter for bored chil-
dren.

Mr. President, I must point out, as 1
am sure the distingulshged occupant
of the chair knows, and all of us in
politics know, that television has tre-
mendous power. We talk often about
its power in electing representatives,
not only to this body, but to State
bodies as well.

Mr. President, this most powerful of
technology tools. perhaps the most
powerful of the 20th century, is being
applied in such a tremendously good
fashion In the marketplace and by the
marketplace.

Mr. President, I would rather my 14-
and 16-year-old children not watch tel-
evision. That {s how good a job they
are doing. 1 find the nature of mass
media today to be such that I would
prefer that my own children not be ex-
posed to it.

Something is wrong and, agaln, 1
urge my colleagues to have a look at
Mr. Gilder's article. It appears In this
month's Harvard Business Review.

Mr. Gilder describes what is possible.
He says, "'A mass medium {is inherently
coarse and vulgar.” 1 certainly agree
with that. “It has to deny the unique-
ness of human belngs, their brains,
and appeal to thelr glands and propa-
gate a culture that degrades rather
than insplires.”

Mr. President, of all the things I be-
lieve we have before us with telecom-
munication, I believe we have the pos-
sibllity—if we see what it can do for us
and are willing to fight the kind of
battles that the distinguished Senator
from South Carolina Is fighting with
8. 173, If we are willing to fight those
kinds of battles, we can give our chil-
dren something other than what they
currently have. And rather than wor-
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rying about what happens when they
turn on the television set, we can be
excited about what happens when
they come into contact with the work
station in our homes.

1 will vote for S. 173. I applaud the
work of the distinguished Senator
from South Carolina.

I yleld the floor.

ExHinIT 1
[From the New York Times, June 2, 199))
PURSUING AL S1KEZS’ GRAND AGENDA
(By Edmund L. Andrews)

WaASHINGTON.—By any measure, Alfred C.
Sikes has a b0l blueprint, and he s in &
hurry to put it in place.

As chailrman of the Federal Communica.
tions Commission, he sees a world in which
people could use satellites and high-speed
fiber-optic communication lines to take col-
lege courses at home, have television sets
double as multimedia computer work sta-
tions, use communication networks to trans-
mit the contents of an entire library in sec-
onds and track down a person anywhere on
the globe to deliver the data.

‘To speed these developments, the 51-year-
old Mr. Sikes has embraced a sweeping
agenda to overhaul communtcations policy
in the United States and in the process put
companies on equal footing with those in
Europe and Japan. He wants to free up
space on the crowded airwaves for advanced
new services, from pocket-sized radio tele-
phones to interactive television and satellite
messaging, He is also pressing to end the
practice of assigning valuable licenses
through lotteries, a practice he said has al-
lowed speculators to earn huge profits by
simply reselling licenses, and s pushing for
authority to award licenses through suc-
tions, He is also bent on spurring competi-
tion by knocking down regulatory barriers
that now segregate services into isolated
ftefd for ¢ service,
cable television and broadcasting. He is
pressing for legislation to lift key restric-

“tions on the Bell telephone companies while

forcing them to open their networks to new
rivals.

“For decades, the United States has been
the world's Gulliver,” he remarked recently
in his corner office overlooking downtown
Washington. “We assumed we were better.
Now, it’s quite clear the intermnational com-
petition is fierce. There is hardly an area In
which we are competitively engaged In
which we are not in a fight for our lives.”

But some experts contend that Mr. Sikes's
blueprint is itself in danger of being tied up
in Lilliputian knots. Democrats in Congress
are resisting moves to relax telecommuniea-
tions rules in several areas; state regulators
and corporate opponents have already won
court decisions that have stalled F.C.C.
moves to ease regulations on both American
Telephone and Telegraph and the Bell com-

panies.

Closer to home, Lhe agency's five-member

faces from special-
interest groups l.nd is itself riven by dissen-
slon and turf battles.
VOTED DOWXN ON RERUNS

The weight of all these obstacles was
brought into stark relief in April, when Mr.
Sikes suddenly found himself outmaneu-
vered and d by three
members on the hotly contested issue of
lifting rules that bar television networks
from owning rerun rights to programa. Mr.
Sikes had mued fervently that the restric-
tions were but
Andrew C. Barrett, Bherrie P. Marshall and
Ervin 8. Duggan pushed through a measure
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that retained many restrictions and even
added new ones.

It was & blow to Mr. Bkelmdmhedquw
tions about his ability to cosx the
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THE BIG INITIATIVES

The Missouri Republican has already
pushed throuzh 2 number of tmportant ini-

sion into & policy-making consensus. “We
have an F.C.C. subject to a lot of internal
and therefore subject to s lot
of atparate lobbying at a time when we
really need . coherent policy,” sald Allen
H, of the C
Media Center at New York Law School.
“8imply looking at decisions as a way to ap-
pease one group or another is not
going to work."”

Others are more sanguine. “I think this
lnue was unusual,” sald Richard Wiley, a

wyer and former F.C.C. chairman 'I
thmk Al will be successful.”

The faces political
pressures brought about in part by rapid ad-
vances in technology and growing competi-
tion. Cabte television companies want to use
thefr networks to carry telephone calls and
data. Mobile radio systems for car and truck
fleets are be!nc adapted wJ:h new digital

'.el&

il more flexible pricing
rules for both A.T.&.T. and the Bell compa-
nles, The commission has also moved (o
push down the arbitrarily high rates that

forelgn telephone companies charge for con. *

necting international calls. And Mr. Sikes
won approval for one of his pet issues,
giving & “ploneer’s preference” in the licens-
Ing process to companies that tntroduce (m-
portant new technologies.

In a city of prickly political egoes, Mr.
Sikes practices an earnest courtliness and
zeems uncomfortable with soaring rhetorie,
glad-handing and back-office intrigue. when

" confronted with the certainty of defesi, as

he was on the tssue of rerun rights. he
seemed content to quietly stick to his guns.
“It just isn't true that I've been humiliat-
ed,” he remarked at one point. “Humiliation
is when you've been forced to compromise
on your principles, and I haven't done

'l'h.!s quiet profite has helped hlm smooth
with C

Lou.l
losing business as customers r:ly
more heavily on private.satellite networks
and alternative carriers that offer low-cost
fiber-optic ctreuita,

But any attempts to change the rules pro-
vokes {ntense opposition. Radio stations, for

- example, are {ighting proposals by several
new companies that want to use digital
technology to broadcast high-fidelity mustc
over satellite. Long-distance carriers like
MCI Communications and US Sprint are
trying to block moves that would liberalize
pricing for AT.&.T. And AT.&T. is fight-
Ing tegisiation, supported by Mr, Sikes, that
‘would wilow the regional Bell compantes to
-manufacture equipment.

*Today's communications laws and indus-
try lobbyists have combined to form the
'equivalent of their own Army Corps of Engt-
neers,” Mr, Sikes smid in s recent speech.
“Much lixe the corps’ penchant for dam-
ming free-flowing streams, today's cammu-
nications lobbtes too often lock & stream of
{deas and fmovations.

More than most of his predecessors, Mr.
8ikes brought with him an unusually de-
tafled game plan when he assumed office 22
months ago. He has perved from 1988 to
19390 as head of the Commerce Depart-
ment's National Telecommunications and

ratlon, which sets
communications policy for the executive
tranch. While there, Mr. Sikes produced &
massive analysis of trends and policy pre-
ll:'lpt!vnn that guides much of his agenda

uke many other Rzpublh:am Mr. Sikeg s

a strong
whmpe-lble. mhe has not taken an
entirely laisses-faire sproach, showing a will-
lrymens instead to use government foree to
pry open markets for new competitors. Lnst
month, for example, the F.CC. p

who still seethe at t.he memory o( what they
consider were heavy-handed predecessors,
Mark Fowler and Dennis R. Patrick.

Mr. Sikes will need the Democrats’ sup-
port In untangling the snarl of issues. The
biggest and most complex is finding space in
the crowded radio spectrum for services
based on new technologies. Assigning fre-
guencies to them will squceze out existing
users. Yet ot least a dozen new services are
now pending before the commission, and
more are on the way.

Congress now appears likely to approve
legislation that Wwould shift a significant
chunk of the spectrum from government to
commercial use, which the F.C.C. could
then ailocate to some of these new technol-
ogies. In additton, however, Mr. Sikes is
trying to create an extra “spectrum reserve™
by identifying commercial uses that can be
crammed into sinaller channels or be shifted
to wirebased transmission gystems.

Even i it got that far, the F.C.C. would
still face the contentious questicn of which
new technologies to endorse and how to
sward the licenses. Mr. Sikes and the Bush
Administration want to aaction licenses
through competitive bidding, which they
contend s stmpler and more rational than
elther lotteries or the traditional compara-
tive hearings. But Democrats are pushing
hard for comparative hearings, arguing that
avctions will favor large corporatlons over
smaller innovetive companies.

WHAT'S AHEAD

Separately, Mr. Sikes {3 now pressing &t
least & half-dozen other initlatives. Among
them: ’ ’

Relaxing and perhaps repealing rules lim-
ing the number of radio and television sta-
tions a single company can oxn. Currently,
& company ¢an own no more than 13 AM

i 12 FM and 12 televiston

toreing local telephone companies w let new

competing local carriers plug directly into

their networks. In effect, the rivals would

have the right to set up operations at tele-

phone company switching stations, a re-
t.

stations. Last month, the F.C.C. formally
proposed relaxing the rules for radio, and it
i{s expected to ask for opinions about televi-
sfon in a month or two.

Mr, Sikes contends that broadcasters are
under growing pressure from cable televi-
llun. direct-broadcast satellites and other

and need as much flexibility
as possible. But there are rumbtlings, par-
ticularly from Representative John Dingell,
Democrat of Michigan and chalrman of the
powerful House Energy and Commerce
&

Streamlining  rate-setting  rules  for
AT.&T. long-distance services. AT.&T., 8

deceit by t

tion services over "oao" leph

And next month, the commission is expect-

ed to adopt rules mv. give locnl govern-
to rold

bu:k prices of ca.ble ulewlslnn.

carrier,” must obtain Federal ap-
proval for all Its prices and its rates must
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apply equally to all customers. Thet has
made it dlfficult to compete against MCI
and Spriut In offering low prices for com-
plex packages of services tailored to largr
corporations, MC1 and Sprint have won sup-
port {n fighting A.-T.&T. from Mr. Dingell
and others.

Selecting & broadecast standard for high-
definition television. The F.C.C. is oversee-
Ing tests of six rival systems and says it will
pick a winner by mid-1993.

To avoid making conventional television
sets obsolcte, Mr. Sikes insisted that com-
petitors produce a system capable of trans.
mitting over ordinary televiston channels.
Some experts complained initlally that true
high-definition television consumed so
much radiowave frequency “bandwidth”
that it could only be broadcast by satellites.
But several of the sIX systems to be testedt
this year and next say they can transmit
programs entirely in digital code over a
standard television channel. These systems
could easlly evolve into interactive comput-
ers once high-capacity fiber-optic lines
reach individual homes. early In the next
century.

Deciding on technical standards for wire-
less “personal comnmittnication networks”—
extremely lghtweight, low-powered tele-
phones that relay signals through smail
radic towers, tike those used in celjular tele-
phone svsiems, located close to each other.
Forty-six companies have reccived experi-
mental lcenses in the last year, Including
several catle television companies that hope
to use their netsorks to link the radio an-
tennas into a system reaching as many loca-
tions as today's telephone companies. Noa de-
cislan 18 expected for several years, however.

iding on technical ds for digiia)
rndlo. Several companies have proposed sys-
tems that would transmit music withs the
sound quallty of compact discs. The Nation-
al Association of Broadeasters has endorseg
a system dcveloped in Europe that tra
mits over ordinary radlo frequencies. B
several small companies have asked to
transmit programming nationwide by satel-
lite.

Opinions differ on whether Mr. Sikes can
muster support both in Congress and amons
his fellow commissioners to forge clenr poll-
cles. Hlis commissloncrs have privately cum-
plained that the chalrman treats them ik
employees and that he pressnts tmmin
actions &< falts accompll. “That's & curiar
he responds testtly, arguing that the suen
cy's top stafl Is usually available o b fe!
coninissioners about lasues.

PROBLENS WITH POWLR

The tenslons stem In part from vanvus
powcr struggles between Mr. Sikes and the
other commissioners. Mr. Sikes competed
for the chairman's post against Ms Mar-
shall, who worked for James A. Baker when
he was Treasury Secretary and who coordi-
nated President Bush’s fu) efiort
to name former Benator John Tower as S
retary of Defense,

Some Industry experts contend thal Mr.
Sike's hand will grow stronger next vear
when Ms. Marshall’s term expires. Mr. &
polnts out that he has been forced to di
sent on only one lasue since taking office. "1

hink he's golng to do quite well,” sald Mr.
WIley. F.C.C. chalrman until 1877.

Added Mr. Patrick, Mr. Wiley's sucressor:

~Part of me problem here is that the proc.
eas of ina aue insti-
tution is s very messy and inherenty con-
troversial process. It's not nlways obvious
what to do.”

Mr. HOLLINGS. Mr. President, 1
thank my colieague from Nebraska for
his very generous comments, I want to

”
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emphagise to all Senators that his is
one of the more meaningful state-
ments In this entire debate, and his
comments are right on the mark.

1t is not surprising since the distin-
guished Senator, as has been noted,
chalired the Governors Conference on
the Telecommunicatlons Task Force.
He has kept up and led the way {n the
U.S. Senate.

We appreclate very much his sup-
port. and we value very much his sug-
gestions. I too am concerned about
what we see on television and ensuring
that the communications industry is
competitive.

We thank the Senator for his com-
ments and his support.

The PRESIDING OFFICER. The
Senator from Utah, Mr. HaTcH.

Mr. HATCH. Mr. President, I ask
unanimous consent that my remarks
be considered as in morning business.

The PRESIDING OFFICER. With-
out objection, it so ordered.

HEALTH CARE

Mr. HATCH. Mr. President, I have
been iInterested that the majority
leader is talking in terms of a Demo-
crat health care plan for America. And
from what 1 understand about the
plan, I would lfke to just say a few
words about it because I think it Is
very important that this debate begin,

1 believe that health care Is one of
the two or three top issues in the
minds of everybody In our country
today, There 13 no question we are in
trouble. Health care costs are rising at
an annual 12.8 percent of the gross na-
tional product rate. That Is too fast
and too much. Compared to any other
country in the world. we spend more
per capita than any country iIn the
world. Something has to be done. I do
not think this administration or any-
body else can stand back and say we
want to do it in a lelsurely pace.
Health care costs are going to 18 per-
cent unless we find some way of con-
taining the escalation of those costs.

Having said all that and having also
indicated that I am pleased that the
majority leader and my fellow col-
leagues on the other side are willing to
do something in this area, I am
pleased that they will flle a bill that
wlill begin the debate and will begin
discussion and will cause people to sit
down and consider these very delicate
and important, complex matters. :

Having said all that, I would like to
say a few things about the bill itself
that I have been led to belleve is to be
filed by my frlends on the other side.

One thing that I have great difficul-
ty with is employer mandates. As I un-
derstand It, the Democrats’ bill would
have an employer mandate because if
an employer did not provide health in-
surance that employer would have to
pay an 8 percent payroll tax into a
public program.

The thing that bothers me about
that is there is too much of that atti-
tude In this body. The typical Demo-
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cratic Party solution is the always-
make-somebody-else-pay-for-it or
always-make-someone-else-do-it ap-
proach. Spend somebody else’s money.
This will cost at least $30 billlon. And
whose money? It has to be the Ameri-
can workers. You can say we will just
have American business pay for it. Ul-
timatcly that is taken out of the hide
of the workers of America. -

Qur employer-based health insur-
ance system is a historical eccldent
that is in part responsible for our cur-
rent health care mess. As health care
costs have increased, many employers
have found they cannot offer health
care benefits and stay In business.
Most employers offer health insur-
ance, if they can afford It.

Mandates on employers limit both
employers’ and employees’ flexibility,
damper their creativity, and, in the
case of health insurance, may threat-

disconcerting that the pay-or-play
mandate will fall hardest on employ-
ers who offer entry-level jobs—the
very jobs that we need in this country
to enhance family and societal stabili-
ty in high-risk situations. Often those
entry-level jobs are part-time or a
second job or spousal employment.
These kinds of employees often choose
not to be covered by health insurance.
The Democrat approach, or pay-or-
play, will provide them something that
they may nol need or may not want, in
fact probably will not want, and per-
haps at the expense of having no job
at all.

It is clear that many of these em-
ployers are on a thin margin. An 8-per-
cent increase in thelir taxes—essential-
ly applied to their gross receipts, since
their expenses are heavily payroll and
they have no profit—could drive them
out of business. As small employers
fail, so does most of our job creation
capacity. Everybody knows that the
largest part of small business’ expense
happens to be with payroll. If you
have a tax of 8 percent of payroll, you
are disproportionately hitting small
business where it hurts.

In reality. this pay-or-play approach
is a mandate on the backs of American
workers. What they get is a loss of
jobs, loss of flexibility, and loss of
wages. Before we mandate new ex-
penses on the backs of American work-
ers, we better get health care costs
under control.

I would like to spend a minute or
two on the natlonal expenditure tar-
gets. The Mitchell plan sets “volun-
tary spending targets” for health care
spending. 1f spending exceeds a speci-
fied amount, certain rate regulations
are likely to go into place. This is rate
regulation pure and simple. It is also a
gutless Federal Government approach
to rationing from the worst possible
position—centrally, “on high.”

Hospital costs in rate-regulated
States have {ncreased faster than the
national average and much faster than
in nonregulated States. Medicare phy-
sician  expenditure targets, the

] en their very survival. It is particularly
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RBRVS, have led to Increased costs
because of volume phenomena. All
this has led to more proposed regula-
tion. : :

Rate regulation ignores the only
proven way to control costs, and that
is the market. Rate regulation tends to
freeze Inequities as they currently
exist, and there are plenty of them.
Current inequities include no access to
health care for over 30 million of our
citizens, while many of them overcon-
sume, driving up costs. Who is to say
how much we should spend on health
care? That should depend on individ-
ual freedom of choice as long as
market Incentives are not distorted.
Expenditure targets would ration care
from on-high’ while leaving horrible
distortion In our centrally planned
health care system if that is what we
opt to go for under this particular
plan.

Why cannot my colieagues who are
sponsoring this bill learn a lesson from
Eastern Europe and the Soviet Union?
Regulation does not work. Unencum-
bering the market does work. And the
approach of those who are filing this
biil i8 once again more encumbrances.
1 wonder if my democratic colleagues
have ever wondered why no innova-
tions in heaith care have emerged
from socialist countries.

I have problems with mandated ben-
efit packages. The Mitchell plan would
either define a set benefit plan or have
a Federal board do it. Thus my col-
leagues who are sponsors of this bill
seem to accept that over 700 State
mandated benefits have contributed to
our current problems. But they again .
insist on mandating highly specific
benefit packages, which will be very
costly for employers and employees.
They will have to pay for this while
giving little or no flexibility to employ-
ees. What is the difference between
State and Feederal mandates?

Mandated benefits increase cost, de-
crease insurer flexibility to custom
tallor insurance packages, and remove
individual freedom of choice. As a
nation of individuals, we thrive on our
diversity. One-size-fits-all solutions are
inappropriate for us; most important,
they will not improve our collective
health, but they will increase our
costs.

Let us let the market define benefit
packages which individuals, exercising
free choice, can choose among. Let us
given them the choice. Let us not have
government bureaucrats or ourselves
define those packages. The market
will work to provide appropriate bene-
fits at a minimum cost if we let it. I do
not know aqne American who cannot
tell me what he or she needs when it
comes to health care.

Now, this pay-or-play system bothers
me a great deal. As usual, those who
support this type of approach cannot
pay for the program, except on the
backs of employers and American
workers. They will not constrain the
overconsumption which results from
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dressed in this proposal. The proposal
would provide granta to States to ex-
periment with alternatives to our tort
system. While grants could be a small
useful component to medical liability
reform, simply throwing grant dollars
to a State will do little to encourage
development of alternative dispute
resolution systems and urge plaintiffs
and defendants to use them. The cost
of medical liability—including premi.
ums and defensive medici
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Federal expenditure on health care,
behind Medicare and Medicaid.

Under current law, all employer
contributions to an employee health
insurance plan are excluded from the
employee’s taxable income. An individ-
ual who does not receive employer-
based insurance not only will pay more
for insurance because he Is purchasing
it outstde of a group, but also will pay
for it with after-tax dollars. Thus, we
are subsidizing health care for a signif-

for about $12 to $14 billion per year.

- The proposal also includes an entire-
1y new public program. However, there
is a requirement that all individuals be
covered, and the States will be re-
quired to pay a signiticant share of the
cost. Unless they significantly increase
Federal matching funds to States, a
costly proposition, this could be a real

- problem for the many States which
are already facing severe budget prob-
lems. '

Now, it I3 easy to criticize a proposal.
My response to critics is generally, Do
you have any better ideas? In this case
;he answer s “yes,” I think some of us

0.

As I mentioned earlier, in the Re-
publican Health Care Task Force our
goal has been to pull together a pro-
posal that may not offer all things to
all peopie, but that is reasonable and
has a chance of getting beyond the
rhetorical stage—in other words,
policy over politics.

We are looking at ways to encourage
employera to provide health insurance
coverage to their employees. This
could be done by making Insurance
more affordable to small businesses,
‘We are discussing providing incentives
for small businesses to form purchas-
ing groups so they can galn market
strength to negotiate more effectively
with {nsurance companies.

‘We are looking at reforms in tnsur-
ance market practices which make it
difficult for small employers to pro-
vide coverage to their employees, Such
practices include -underwriting and
rate setting policles, which exclude
high-risk individuals or groups.

We are discussing development of a
model benefits package, which could
be used to allow employers to offer
lower-cost benefit packages. In order
to do this, we would have to preempt

' State mandated benefits which can
significantly increase the cost of
health care Insurance. These man-
dates range from in-vitro fertilization
to treatment for hair loss.

It we are going to control costs
within our system, we must examine
current Federal expenditures on
health care. When we think of health
care entitlement programs, we think
of Medicare and Medicaid. There is,
however, another significant Federal
health care entitlement program. I am
referring to the treatment of hesalth
care benefits under the Tax Code.
This loss of revenue to the Federal
Treasury amounts to almost $40 bil-
1ljon annually, and is the third largest

icant number of upper- and middle-
income individuals. Workers in busi-
nesses that do not provide insurance,
usually low-wage workers in the serv-
ice Industry or seasonal workers, do
not receive this subsidy.

We are ining the pl 1t of
a cap on the deductibility of very gen-
erous employer provided plan, given
that so many in our society have no
health care whatsoever.

We are looking at expanding the de-
ductibility of health costs to those
who purchase insurance outside of an
employer group, a8 well as to those
who are self-employed. Another
method of expanding access to both
insurance and services is through the
use of credits for low-income families
and small businesses which is a pro-
posal we are examining.

We are also considering changes
which will help control the spiraling
cost of health care, such as preempt-
ing State laws which create obstacles
to managed care arrangements. An-
other issue we will address through
significant reform is medical llability.
Health care providers are paying out-
rageous premiums, and are practicing
defensive medicine to ensure they
have the ability to defend against a
negligence suit.

We are also looking at increasing the
availability of health care services for
low-income individuals who do not
have access to employer-based cover-
age. I and a number of my Republican
colleagues have Introduced ‘legislation
which will increase access to critical
health care services for individuals
lving in medically underserved areas.
All too often, we as policymakers
forget that just giving someone a Med-
icald card, or private insurance for
that matter, does not necessarily guar-
antee access to health care.

In both rural and inner-city areas
there are shortages of qualified medi-
cal personnel. In addition, there are
shortages of health professionals who
will accept Medicald patients. Commu-
nity health centers are one solution to
our health care delivery problems.
They provide cost-efficlent high qual-
ity primary and preventive care serv-

ices to the uninsured, as well as per-
sons with Medicare, Medicaid, or pri-

vate coverage. We are looking at a sig-
nificant increase in the funding avail-
able to these centers.

We are also considering proposals to
glve States increased ability to enact
statewide health care reforms. This
could help us to determine what strat-
egies we should pursue on a Federal
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level. Only through experimentation
such as this can we best determine
how to address most effectively, defi-
clencies in our health care system.

I will be the first to admit that these
proposals will not solve all our prob-
lems. I would like to go further. It is
easy to support providing health {n-
surance coverage for all Americans. It
is easy to say that we should create a
new public program for all uninsured
individuals. It Is easy to point to
Canada, West Germany, and Sweden
and say, “If they can do it, so can we.”

Simply put, we have neither the sup-
port nor the resources to enact such
proposals. The harsh reality Is that
there is no consensus on what radical
reform should include, and how it
should be paid for. The Democrats
can’'t agree, and neither can the Re-
publicans. The business community
cannot agree, nor tan consumer
groups, nor can health care providers.

We can make -significant strides
toward what may one day be a radical
change in our health care system—not
by revolution, but by evolution.

It is my hope that once the blll is in-
troduced, the Democrats will go back
to the drawing board with us and try
to develop an approach to this critical
problem that really can be enacted.
Clearly, nothing will pass that does
not have the support of business, con-
servative Democrats, Republicans, and
the President.

Mr. SPECTER. Mr. President, 1
have been walting on the floor to ad-
dress the pending legislation, Senate
bill 173, but before doing so, 1 will take
just 8 moment to congratulate my dis-
tinguished colleague from Rhode
Island, Senator CHArer, for his out-
standing work as chairman of the Re-
publican Task Force on Health Care. I
similarly compliment the Democratic
Members who have offered heslth
care legislation. It Is an extraordinari-
1y complex problem. As I traveled my
State extensively, it Is an issue I hear
raised as much if not more than any
other.

With some $880 billlon or 12 percent
of the gross national product being al-
located to health care, we still find
millions of Americans not covered. It
is an issue which has to be addressed.
We have to find a policy that we can
pay for.

As Senator CHAFet noted, 1 have
been working with him on the task
force, and it is an issue which must
command considerable attention by
the Congress of the United States and
by the administration.

ELECOMMUNICATIONS EQUIP-
RESEARCH AND MANU-
FACTURING
ACT
The Sensate continued with the con-
stderation of the bill.
Mr. SPECTER. Mr, President, as 1
have noted, 1 have been on the floor

COMPETITION
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-
for a good part of the afternoon to
speak about the pending legislation.

At the outset, I compliment the dis-
tinguished Senator from South Caroli-
na (Mr. Howincs) and the ranking
Republican on the Commerce Commit-
tee, Senator DANFORTH, as well as
other members of the c ittee. I
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might provide a compromise, and 1
had discussed the substance of that
amendment with representatives of
the regional Bells and had concluded
that {t was not golng to work out to

something that would be agreed to.
1 ultimately decided not to offer the

" t. A simil 4 s

note the very substantial majority of
the committee who are supporting this
bill. I note also the very cogent dis-
senting views of Senator INouyz and
the cogent dissenting views of Senator
PRESSLER.

The {ssue has a very profound
impact on the Nation and a special
impact on Pennsylvania where there
are thousands, really tens of thou-
sands employed by both Bell and by
AT&T whose jobs may be on the line
by this legislation.

1 have visited the AT&T facllities in
Allentown, Reading, and the Bell fa-
cilities in Philadelphia and I have had
extenslve discussions with the man-
agement of bolh companles and also
with the cmployees on this Issue.

The Judiciary Committee on which I
serve had a cross-reference hearing,
taking jurisdiction from the Com-
merce Committee, which has primary
jurisdiction, and I participated tn that
lengthy  hearing and participated in
the questioning of both AT&T wit-
nesses and Bell witnesses and asked a
serics of questions as to what the
effect of this bill would be in view of

the contradictory claims by both of '

the principal parties.

Both claimed that their positions
were pro-consumer; both claimed that
thelr positions would increase competi-
tiveness; both clalmed that their posi-
tions would have a significant impact
on the international trade deficit; both
claimed that their positions would
yleld morc jobs. .

1 then asked for statistical data,
hard evidence, on those questions and
got very little In a concrete way to
shed light and to make a factual deter-
mination as to which side was correct.

What I have seen, Mr. President, is
that the conclusions are speculative as
to what the impact will be whether
you maintain the current prohibition
on the regional Bells for manufactur-
ing equipment or not.

in the course of the past several

. days. 1 have had extensive meetings
with representatives on both sides of
this legislation; yesterday. with repre-
sentatives of the regional Bells. 1 also
met with representatives of AT&T and
talked with them again today.

After considering the matter at very
substantial length, my conclusion ts
that Congress should not disturb the
judgment of the U.S. District Court
{for the District of Columbia which has
been affirmed by the Court of Appeals
for the District of Columbia and
where certiorarl has been denied by
the Supreme Court of the United
States which leaves, in effect, the dis-
trict court’s opinion.

Mr. President, 1 have been asked by
AT&T to offer an amendment which

was
offered by Senator Inouve of Hawsll,
but 1 declded not to because the com-
plexitics of the amendment led me to
the same conclusion I had about the
underlying bill, and, that is, that the
status quo was represented by what
Judge Greene had to say was the most
persuasive line of reasoning and incor-
poration of evidence we had seen.

Senator Sinow, who {s on the Judici-
ary Committee, a committee on which
I serve, wrote to Judge Greene dated
May 21, 1991, and asked Judge Greene
for his views on Senate bill 173. Judge
Greene then replied by a letter dated
May 29, 1981,

Mr. President, I ask unanimous con-
sent that Senator Srmon's letter and
Judge Greene's letter appear at the
conclusion of my statement today so
that those who will review the Con-
GRESSIONAL RECORD will see the full
context of Judge Greene's views.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(See exhibit 1).

Mr. SPECTER. Mr. President, Judge
Greene starts by ralsing a question as
to the restrictions of the canons of
ethics, judicial ethics, and then states
that he is going to not comment di-
rectly on 8. 173 but give his summary
of what he has decided in the case
which amounts to sbout the same
thing. And, obviously, 1 am not going
to get Involved in any discussion about
the proprlety of what Judge Greene
has had to say. But it is on the record.
I think it {5 worthy of our consider-
ation today. Certainly, that is, at least,
my view. .

Judge Greene noted that his opinion
was affirmed by the D.C. Circuit Court
and that the Supreme Court of the
United States let that decision stand
by denying certiorari which I should
say, parenthetically, does not mean
that the Supreme Court necessarily
agrees with the circuit court but that
they declded not to disturb the views.

Judge Greene then takes up the
question of cross-subsidication which
is a very important Issue as to whether
if you allow Bell to manufacture
equipment that is going to have the
practical effect of having Bell allocate
some cost to the ratepayers on tele-
phone service which really ought to be
for the equipment produced. That is
not done when you have AT&T or
other manufacturers make the equip-
ment and sell it to Bell and then Bell
charges only for the service which is
rendered.

This is what Judge Greene had to
say about this subject on page 2 of his
letter to Senator S1Mon. He noted that
in the prior practice before there was
a breakup of AT&T that:
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* ¢ * the companies subsidized the prices
of equipment with revenues from their reg-
ulated monopoly services. The court further
concluded that, largely because of sire,
power, and complexity of the Bell System,
regulation by federal and state bodies had
consistently been, and would in the future
be, ineffective.

Judge Greene then noted:

® * * these Reglonal Companies have the
gsame abllities and Incentives for anticom-
petitive conduct that they had possessed
prior to the break-up.

Judge Greene then took up the sub-
ject of a relationship of the regtonal
company's entry into the manufactur-
fng market and the antitrust laws and
dealt with the question of self-dealing,
which is s very important question,
and sald, in part, at page 3:

* ¢ *4f the manufacturing restriction were
removed, “esch of the Reglonal Companies
would satisfy all or nearly all of ita equip-
ment needs {from its own manufacturing af-
fliate.”

He then noted in a footnote the
court of appeals’ agreement with his
opinion on this subject with the fol-
lowing language which appears at
page 3 of Judge Greene's letter to Sen-
ator SiMoN:

When the 1987 opinion reached the oourt
of appeals. that tribunal agreed that “the
possibility of self-dealing bias in the tele-

t markets poses
dangers to competition that do not exist in
the other markets—

He goes on to say:

i 4 with jon, would
appear to allow the [Regional Companieal,
in effect, to ralse pricea (and therefare exer-
cise a form of market power) in the fore-
closed of the i by
as costs

inflated prices
in the local exchange markets * * *.

‘The court of appeals goes on to com-
ment that there is nowhere an expla-
nation “why any significant amount of
cross-subsidization that, in practical
terms, enables”—again referring to the
regional companies—“to charge higher
prices for the equipment it produces
would not bé akin to an exercise of
market power that would impede cam-
petition in the telecommunications
market.”

1 am very concerned, Mr. President,
after noting Judge Greene's comments
about this crosssubsidy and the In-
creased prices to the consumer and the
finding which is upheld by the oourt
of appeals {n a context where there is
much greater analysis and delibera-
tion than is possible, I think, in our
legislative context, at least possible for
this Senator. Because of the length of
the letter, I am not going to read some
portions I had intended to read, Mr.
President, but 1 would like to focus on
page 8 of Judge Greene's letter to Sen-
ator S1MoN where under the category
of “Effect on Competition,” Judge
Greene points out that:

the practical effect of s remov-
al of the manufacturing restriction, the
court concluded that such s removal would
be counterproductive for s “fluorishing,
broad-based, innovative industry would be
cut back to become one dominated by a
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small number of muscle-bound
nm" . . "
The Department of Justice, while support-
ing the Regtonal compm:ea requut for
relief, ack that ! the
restriction will be followed by the dlsplnoe'
ment of many of the

CONGRESSIONAL RECORD — SENATE

Judge Greene concluded by saying:

In summary, it was on the basls of the
conslderations discussed above and at great-
er length in the 1887 opinton itself that the
court concluded that removal of the manu-
tlcturlnx restriction could be expected to be

ing that increasing concentration in the
equipment markets is inevitable.”

Judge Greene went on to say:

The court charscterized this Justice De-

partment review as contemplating with “re-
markable equanimity for an antitrust en-
!oreemem agency, the ready destruction of

many high-quality firms providing high-
quality goods that have emerged aince dives-
titure, and that are performing important
service to the economy.”

The basie thrust by the proponents
of 8. 173 has been that competition
will release innovation. But at least
the findings of Judge Greene, af-
firmed by the court of appeals, are
precisely to the contrary.

Judge Greene then took up the im-
portant subject of “Effect On Innova-
tion” and ma.de the following observa-
tions:

‘With respect to the question of lnnovmon
of the t mar-
kets, the court noted that since the breakup
ott.hemllﬂysmn"’therehubeenn
flowering of r
tion, introduction of new products, and
quality assurance; new firms have entered
the. of have de-

dramatically * * * and competition
flourishes in a market that had seen rela-
tively litle of it before. The equipment
market now consists of six or eight very
ll.rge firms, 100 wuzloo medium-sized firms,
1

, and
I.nvenun firms.

If the restriction were removed, there
would be s serious risk of return to condi-
tions of
tion of the tel

d by (1) a recurrence of the anticom-
petitive conduct of the local Operating
Compa.nles openunu under ht.he aegls of the
(2) the displ
of most lndependcm, manufacturers of tele-
ions {3) a marked
reduction in competition in the market and
hence a sharp reversal of recent trends
whlch have witnmed decreases In prlcg. (;;
{on; and (
damkntlon o( the domestic market by large
foreign supplies.

In the absence, Mr. President, of
countervailing evidence and a judg-
ment to the contrary, my own view is
that significant weight ought to be at-
tached to Judge Greene’s opinion.

What we have in essence here Is a
breakup of AT&T and the Bell Sys-
tems, and the judge made a determina-
tion about what was fair as between
the Bell Cos. and AT&T and the court
made o determination about what
would produce competition, what
would be helpful to the consumers,
and what would be fair and just under
the antitrust laws. His conclusions
were taken on appeal and were af-
firmed by the appellate court and let
stand by the Supreme Court of the
United States.

In my judgment, that is the greatest
weight to be followed on the legisla-
tive judgment here today.

Mr, President, I had passed on these
concerns to Bell Atlantic, which is a
constituent of mine in Pennsylvania.
They get my checks for telephone bills
both in PLennsylvs.nla and the District

market In few hands. monopolistic pricing,
and & gish pace of i

Mr. President, 1 find that conclusion
very strong and thus I think this bill
would be very anticompetitive if Judge
Greene {5 correct. Again, his analysis
i3 much more extensive. He has sat on
this case since 1979, Again, his conclu.
slons have been affirmed by the circuit
court of appeals,

Very briefly, Mr. President, because
of the passage of time—and other col.
leagues are on the floor—under the
heading “Foreign Domination of the
_Industry " Judge Greene wrote:

In that respect the court cited a report of
the National Telecommunications and In-
formation Administration-of the Depart-
ment of Commerce, which noted that “the
most plausible acenario in at least one tele-
communications market is that, in the event
of a removal ol";he decree mt‘._rlcuon on

e Regl h

will join forces with mammoth manufactur-
ing empires, most likely foreign, and that
this will pose » substantial risk of destruc-
tion of the U8, eentnl office equipment
manufacturing industry.”

Mr. President, It may be that conclu-
sion would be tempered by the “Buy
American” provisions, but the innova-
tive construction or development of
conglomerations or joint ventures is
something that cannot be anticipated
by any legislation in its fullest extent.

of Col As a matter of fairness, [
want to make a part of the RECORD the
response by Mr. Robert A. Levetown,
vice chairman of the Bell Atlantic. 1
met with him yesterday, as well as Mr.
Raymond Smith, the president of the
Bell Atlantic, whose office is in Phila-
delphia. .

Mr. Levetown makes the point in a
letter and in certain extracts from
Judge QGreene’'s speeches that Judge
Greene himself acknowledges it is a
matter for the Congress, Mr, Levetown
points out:

Yesterday you raised the issue of the ap-
propriateness of Congress intervening to
alter the rules of the telecommunications
industry that are now controlled by & judi-
cial decree.

Mr. President, I ask unanimous con-
sent that Mr. Levetown'’s full letter be
masade a part of the Recorp following
my presentation.

The PRESIDING OFFICER. With-
out objection, it is so ordered. --

(See exhibit 2.)

Mr. SPECTER. It Is not precisely ac-
curate that I raised a question of ap-
propriateness of Congress to inter-
vene, Congress has full authority to
make a change in what the court has
done here. The laws are the laws of
the Congress. We have the full au-
thority to modify what Judge Greene
has done. We have the full authority
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to modify any statute as long as it con-
forms to the Constitution of the
United States. We can repeal the antl-
trust laws If we choose to do so.

My point iIs on the basis of the
record I see, consldering the exhaus-
tive and able work of the Commerce
Committee, that the bulk of the evi-
dence, the weight of the evidence, and
the weight of the judgment 1 think
lles with what Judge Greene has con-
cluded and the nppellate courts have
upheld.

Mr. President, I ask unanlmous con-
sent that an extract of Judge Greene's
speech at the Brookings Institution,
dated Decemnber 4, 1985, an extract of
Judge Green’s speech of Hastings Col-
lege of Law, dated April 17, 1987, and
an extract of Judge Green's speech to
CFA dated October 23, 1986, regarding
the so-called Dole bill, all be included
in the Recorp at the conclusion of my
presentation.

The PRESIDING OFFICER. Wilh-
out objection, it is so ordered.

(See exhibit 3.)

Mr. SPECTER. Mr. President, with-
out reading them, the essence of what
Judge Greene had to say is that it is
up to the Congress. Judge Greene has
exercised the authority which he has
in the absence of any legislation.

When 1 take a look at this entire
record, it is my view the Congress
should not disturb the conclusions
which the courts have made consider-
ing the underlying evidentiary base,
the facts, and considering the conclu-
sions.

This is obviously not an easy matter.
I know that in expressing my opposi-
tlon to Senate bill 173 there will be
many disappointed constituents. Rep-
resenting a State llke Pennsylvania,
Mr. President, 11 you take up questions
like abortion, for example, there arc 6
million of my 12 milllon constituents
lined up on one side, and 8 million on
the other. The vote Immedtately
makes 6 million enemies, and 8 million
who agree with my position. Custom-
arily, they say, well what alternative
does the Senator have? He just did
what was appropriate.

1 do not have 8 million constituents
on each side of this issue. But there
are perhaps as many as 22,000 Bell em-
ployees on one side, and 4s many as
15,000 AT&T employees on the other
side, and many others. It is not an
easy matter. I criticized the desputes
my two sons had. Occasionally, you
have to get involved.

Obviously, this matter is com!ng up
for a vote. But as 1 have outlined, 1
have considered it at great length, vis-
ited the facilities from both sides, and
talked to the officlals right up untit
early this afternoon.

As 1 look at this record in very sub-
stantial detaill ! conclude that the
decree ought not be altered: that the
Bell Co. have adequate recourse to go
back to Judge Qreene, that the prohi-
bitlon against manufacturing will ena
undet his decree at a time when there

L ad

HeinOnline -- 6 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of

1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act S7090 1997



June 5, 1991

I8 competitioh with the Bell Operating
Systems; and that that i3 the prefers-
bie course.
I thank the Chalr. i yield the floor.
Exmsrr 1

U.8. Semate.
COMMITTES ON TRE JUDICIARY,
Washington, DC, May 21, 1991.
Judge Hanorp H. Orexe,
U.S. Courthouse, Washington, DC.

Dear Jubce Greznz: As 1 am sure you
know, Congress {8 now considering legisls-
tion, 8. 173, to remove the manufacturing
restrictions on the Regional Bell Operating
Companies. Today the Amllrusl. Monopo-
lies and Busl Rights St
which I serve held a hearing on this and the
full Senale may consider this legislation
shortly. Given your obvious expertise in this
subject, I would very much appreciate
knowing your views on 8. 173. [ have en-
closed & copy of the bill and the Committee
report for your convenlence. I appreciate
your assistance on this matter.

My best wishes.

Cordlally,

PauL SiMox,
U.S. Senator.
U.8. District COURT
" voR THE D1sTRICY OF COLUMBIA,
Washtngton, DC, May 29, 1991.
Hon. Paur Siaon,
United States Senate, Committee on the Ju-
dictary, Washington, DC.

‘Dran SENATOR SiMon, Thank you for your
fetter of May 71, 1991, which requesta my
views on 8. 173, a blll to remove the manu-

- facturing restrictions on the Regional Bell
Companies. While 1t Is not at all clear that
Lhe. Canons of Judiclal Ethics prohibit me
from expressing my opinlon on the desir-
abllity of the enactment of 8. 173, I have
concluded that, in view of the possibility of
further litigation on the manufacturing re-
striction parallelling in some respects the
{ssues presently before the United States
Senate, commenting on the bill could create
the appearance of Impropriety. In order to

' avold any question In that regard, I have de-
cided not to comment directly on S. 173. 1
have also concluded, however, that there is
no reason why, in response to a reguest
from » member of the Antitrust. M
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try; (4) effect of such an entry upon product
Innovation and the availability to the public
of new products at reasonable prices; and (8}
effect of the removal of the restriction upon
the domestic manufacturing Industry.
1. HISTORY AND BACKGROUND

The restriction on manufacturing was {n-
corporated in the consent decree which
ended the AT&T lawsujt on the basis of evl-
drnce adduced in the course of an eleven-
month trial in this court indicating that the
Bell SBystem had “improperly monopolized
the market for telecommunications equip-
ment, in that its local Operating Compani
purchased such equipment primarily from
Western Electric Company, the Bystem's
manufacturing ufum.e. and in

87091

The court also found on the basis of the evi-

dence that other-serious antitrust concerns

wouldbenhlendbylnenuyonhewonu
i to the

both as s, resulti:f leveraging o! '.he tegulvf

ed
ed muket.. and beeume of '.hc unquestloa-

of the

ln u;elr particular regions. 673 P. Buyp. at-
556-57.

The court further concluded, based on evi-
dence from s of experta, 1
experts proffered by the Department.of
Justice, that the Regional Compsnies Fe- °
tained the eame “bottlenecks” they had con-
trolied when they were still part of the Bell

More

8y stemulc efforts to d

the
‘mt.wmchtheulumm

suppliers.’ " 673 F. Bupp. st 5§52.

The court found upon consideration of
the evidence that the local Operating Com-
panies, which accounted for over eighty per-
cent of the nation’s central office switching
and tra
engaged in three general types of anticom-
petitive conduct: first, the companies pur-
chased Western Electric even

telephone subscribers, over ninety-nine per-
cent of all telephone traffic had to pass
through the Regional Companies’ local
switches and circuits at some point in its
journey, and that possession of these pres-
sure points gave the companies an unsur-
passed opportunity for anticompetitive
action. Here, too, the Department of Justice .

when these products were more expensive
or of lesser quality than slternative goods
avallable from lndependent vendors; neeond.
the in the

nation of lnrornuuon and design by grant-
ing Western Electric premature and other-
wise preferential access to technlcal data,
compatibility standards, and other neces-
sary information; and third, the companies
subsidized the prices of equipment with rev-
enues from their regulated monopoly serv-
ices, The court further ded that,

ded that “only one-tenth of one per-
cent of (long distance) traffic volume, gen-
erated by one customer out of one million, is
carried through non-Regional Company fa-
cilitles to reach a (long distance] carrier
¢ ¢ * [and that) only twenty-four customers
in the United States * * * managed to deliv-
er their interexchange traffic directly to
their intes carriers, by the
Reglonal Compantes.” 673 F. Supp. at 540.
Based upon this factual background, the
1987 oplnlon noted that the local bomeéloetcnl

largely because of the size, power, and com-
plexity of the Bell by

by the
panjes rollowlm the AT&T divestiture were

federal and state bodies had consistently
been, and would in the future be, ineffec-
tive. 873 F. SBupp. at 530-31, 854, 369-71. Asa
result of divestiture, control over the
twenty-two local Operating Companies
transferred to the seven Regional Compa-
nies; and these Regtonal Companies have
the same abilities and incentives for anti-
competitive conduct that “they had pos-
sessed prior to the break-up.

It was basically for these reasons that the .

court determined in 1982 that the Depart-

- ment of Justice’s proposal for the adoption

lics and Business Rights Subcommittee of
the Committee on the Judiclary of the
United States Senate, I could not render as-
sistance to the Subcommittee by calling
vour sttentlon to pertinent parts of pubd-
tished opinions in my court on the subject
under the Subcommittee’s consideration. [
am accordingly doing so {n this letter.

On September 10, 1987. I Issued an opin-
fon in the AT&T Antitrust case which deals
in significant part with the restriction im-
posed on the Reglonal Companies with re-
spect to the facture of tel
tions products and customer premises equip-
ment. That opinion Is reported as United
States v. Western Electric Co., 673 F. Supp.
525 (D.D.C. 1987), and insofar as the manu-
facturing restriction s concerned, the rul-
ings of my court were affirmed by the Court
of Appeals for the District of Columbia Cir-
cult on April 3, 1990, United States v. West-
e Electric Co. 900 F.2d 283 (D.C. Cir.
1990), certlorari denled, —— U.S. —~ (1990).

For your convenlence, I am pleased heré-
with to summasrize some of the principal
points of the 1987 ruling on the manufac-
turing restriction, under five headings, as
follows: (1) history and background of the
adoption of the restriction; (2) relationship
between the antitrust laws and Regtonal
Compsny entry into the manufacturing
market; (3) effect of such an entry upon the
telecommunications manufacturing indus-

of the ring restriction on the Re-
gional Companies was justified under the
sntitrust laws and was in the public interest.
The restriction was accordingly included in
the court's approval of the consent decree
submitted by the parties to the litigation.
2. RELATIONSHIP OF A REGIONAL COMPANY
ENTRY INTO THE MANUPACTURING MARKET
AND THE ANTITRUST LAWS :

In 1887, threeé years after the manufactur-

_ing restriction had become effective, the Re-

gional Companies, with the support of the
Department of Justice, requested that the
restriction be removed. However, In its opin-
fon issued that year, the court conciuded,
following a detalled examination of the

issue, that there was no basis for such a re-.

moval, and that, to the contrary, under the
antitrust laws and the court decree, the re-
striction had to'be maintained. Even the De-
partment of Justice acknowledged, and this
court found, that if the manufacturing re-
striction were removed, “each of the Re-
gional Companles would satisfy all or nearly
all of its equipment needs from its own man-
ufacturing affiliate.” 673 F. Supp. at 556.*

* When the 1987 oplnion reached the Court of

- Appeals, that tribunal agreed that “the poesiblilty

of self-dealing bias In the telecommunications
equipment markets poses dangers to competition
that do not exist In the other markets the [Region-

tral feature of their domlnaﬂrm of lhe
market for
and and it
further concluded that the incentive and
ability to act anticompetitively had not been
significantly altered by the dMs&nn of the
Bell into seven
by Federal C ications r g
regulation, or by any other factor. 673 F.
Supp. at 852,

On the question of the efficacy of FCC
regulation to prevent anticompetitive activi-
ties by the Reglonal Companies, the court
cited the opinions of a number of experts,
including the chiefs of the FCC's own
Common Carrier Bureau, who reported on
the futility of such regulation then or in the
future, in view of the size and complexity of
the Regional Companies and their ability to
combat regulatory efforts with funds ex-
tracted from the ratepayers. 673 F. Supp. at

- 531,

9. EFFECT ON COMPETITION
Regarding the practical effect of a remov-
al of the manufacturing restriction, the
court concluded that such a removal would
be counterproductive, for a “flo
broad-based, innovative Industry would be
cut back to become one dominated by
small number of muscle-bound giants * * '."
The Department of Justice, while support-

mele companies ol a large portion of the equip-

ent

uon. would wpeu to allow the {Regional Compa-
nies). in effect, lo ralse prices (and therefore exer-
cise s form of market power) in the foreclosed sec-
tors of the equipment market by dtuumnt inflated

prices as costs In the local exchange
market * ° * (The pnmemoflmlunndu\e
Regional Companies) nowhere explain * * * why

amount of

it
practical terms, enables the {Regional Comps-
nles} to charge higher prices for the equipment it
produces would not be alin to an exercise of
market power that would impede competition In

a1 Companies) seek to enter .. . (F by

the market.” 900 P.2d at 303.
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“It is surely not a coincidence that these
features, and many more, have become

since the Bell monopoly was ended

re and ition began to
reign in the telecommunications market-
place.” 673 F. SBupp. at 601 n.330.

Companies’ uest for
relief, scknowled that * J of the
. 'will be a by Y

ment of many of the ) by

ing that increasing n in the

. t markets is inevitabls” 673 F.

8uapp. st 561, The h ized this

Department view as contemplating

"ﬂ! e ty for an anti-

resdy
~Mﬂno!mnyhuh-qumtyﬂmspmﬂd
guods that have

8. DOMINATICN OF THE INDUSTRY

The court also consldemdm:nd discussed ’

the effect of &
ing rut.rlct.lon on the international eompetl-
tiveness of the American telecommunica-

tions industry and the portu-

ing high quality
lndmum
-ervlealotheeeonomy."mn

li

Bupp. at 581
: [ ON [NNOVATION
wm: Tespect to the question of lnnovauon

nities of American workers. In that respect.
the court cited a report of the National
Telecommunications and Information Ad-
ministration of the Department.of Com-
merce (NTIA), which noted that “the most

mmmunmumummbmx
* up of the Bell system—
"¢ ¢ *there has been a flowering of re-

tion of new produ and quality

%

nnnmhnvaenmedt.hemmd.m-

of equipment have declined dramatically
Oﬁ.m ln

that had seen relatively little of it before.
equipment market now consists of six
very large {irms, one to two hun-
firms, and hundreds of

:2
gﬁ

i

1
g?
%%
H

g

g

H

g

3

scenario in at least one telecom-
munications market is that, in the event of
& removal of the decree restriction on manu-
{acturing, the Regional Companies will join
forces with mammoth manufacturing em-
pires, most likely foreign. and that this will
pose a substantial risk of destruction of the
Unlted States central office equipment man-
ufacturing industry.” NTIA Trade Report at
125-26. 673 P, 8upp. at 561-62 (footnotes
omitted). And the court continued on this

“These predictions are plausible. (A
survey by the government’s expert] has
found that affiliations between cemml
office switch facturers and
service companies have tended to develop

5
Rg
g

d the -world wherever structural re-

§

) few hands, monopolistic pricing.
m:mﬂdmﬂhmolumonuon.
s distinguished outside observ-

er, the Reclonal Companies would then

In the
equipment market, buying ‘many of the
services and

sxles, and. into seven
smaller versions of whn once was A'r&‘r .
673 P. Bupp. at 560

are absent * ° * This is not surpris-
ing. Manufacturers have strong incentives
to seek market gshare “guarantees” in the
form of an affiliation with large exchange
service providers such as the Regional Com-
panies; and these companies, in turn are at-
tracted by the acquisition of expertise and,
more importantly, the minimization of risk
embodied In partnerships with huge manu-
facturers with ample capital.

e‘:m 'ent on 10 point nut vm:
more

use to that, while prior tn
the advent and pressure of competition in

iia

of their size, capital, and assured
source of income from the ratepayer-sup-
ported telephone affiliates of the Regional
Companies, these international glants will
have the market power to adjust price
almost at will to achieve market share, to

the telecommunications manufacturing
ta I little the f

ot use to consumers had ‘emerged. This was

the wlth!.n the

Bel!

detriment of independent do-
mestic producers. In short, the effect of the
Justice Department's scenario s likely to be

of the and p!
Bell Laboratories research arm. However,
of

the of small, efficlent Amert.
can firms by a few huge uyndleates com-
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stated in the September 10, 1987 opinlon or
call for their repudiation.
1 hope that this summary has been helo-
ful to you and the Subcommittee.
Very truty yours,
Harorp H. GREENE.
ExHINT 3
BruL AriawTic Corr.,
Arlingtom, VA, June S, 1951.
Hon.

Srecren,
Hart Sencate Office Building,
Washington, DC.

Drar Semator SprcTER: yesterday, you
raised the tssue of the appropriateness of
Congress interventing to alter the rules for
the telecommunications Industry that are
now controlled by a judicial decree.

Congress, of course, often changes the re.
sults reached by judicial decision. The cur-
rent civil rights legislation is an example of
a current effort In that direction.

But, more to the point, Judge Creene
himself has often sald that he does not
relish the central role he has come to play
in the telecommunlcations industry—-that
was a role for Congress—but Congress re-
fused to act!

In short, Judge Greene has clnimned that
the antitrust case was thrust upce him by
Congressional tnaction and that he contin.
ues to have to umpire this industry because
Congress cannot reach a consensus on
policy.

Excerpts to this effect from & few of
Judge Greene's speeches are attached.

Thank you, by the way, for making your-
self avallable yesterday for the discussion of
this important matter with Ray Smith and

With best regards,
BoB LevETOWN.
Vice Chairman.

ExHreir 3
EXCERPTS O SPEFCUES

GREINT SPEECH, RROOKINGS INSTITUTION,
DECEMBER 4, 19585

In sddition to their legitimate role in con-
stitutional adjudication, the principal obli-
gation of the federa) courts Is to interpret
and enforce statutes enacted by the Con-
gress. The Congress sometimes enacts laws
which are less than precise, and on occasion
it falls to address difficult and controversial

to the
in 1964
“¢ ¢ *there {were in 1987) on the market
at reasonable prlee- such by now common-

posed of foreign and
Cumpany componenta uhoae aurvival and
in this en will have
been achieved by factors unrelated to effi.
clency or quality of performance.” 673 F.

y, it was on the basis of the

considerations above and at great-

er length in the 1987 opinion itself (a copy

of which Is attached hereto) that the court
that 1 of the

pince fe that
are able to dozens or d of Supp. at 562,

du(emtphom bers; teleph that
repeat the last number called until it is not
longer buay; cell for bust

and emergency use; cordless: tnstru-
menta that can be instructed by voice (eg.,
in an bk call a certal vid-

ing restriction could be expected to be lol-
lowed by (1) u recurrence of the anticom-
peuun conduct of the local Operating

user, devices are belng pro-
duced xnd marketed that, (n a sense, oper-
the opposite direction: some of them

I openunz under the aegis of the

R 1 I (2) the di
of most lndependzm manufacturers of tele-
: (3 a d

reduction in competition In the market and
hence & sharp reversal of recent' trends
which have witnessed decreases in price; (4)
[ in and (5)

instrument’s owner from every
) L lative, or even
crackpot who may decide to call at any hour
of the day or night.

of the rket by large
foreign suppliers. In view of these conclu-
sions the court declared that no justifica-
tion existed for removing the antitrust de-
cree’s restriction on manufacturing.

Finally, I wish to advise you that no evi-
dence has come to my attention (n the last
three and one-half years that would cast
doubt on the findi and

pr particularly those which are at
the margins of public Iaws, preferring to
leave them to later adjudication by the
courts. And {inally, of course. political cur-
rents and cross-currents sometimes make It
tmpossible for the Congress to act.

The AT&T case may be an example of
such a situation. How did it come about, it is
often asked, that a single member of the ju-
diciary has come to wield 80 great an Influ-
ence on telecommunications, a basic Ameri-
can industry? Wouldn't it have been more
consistent with American constitutional and
political traditions {f the basic policy dect.
slons had been made by the Congress?

1 agree with these critics. As a matter of
constitutional theory, an undettiaking as
driven by policy as the restructuring of the
nation’s teleommunications industry woutd
most appropriately have been directed by
the political branches, hot the courts. Yet
when we look at the problem closely we find
that {t Is these branches which, by actlon or
tnaction, have thrust the courts into theit
present rofe.

GREENE SPEECH, HASTINGS COLLEGE OF LAW,

APRIL $7, 1987

Second. there hay been a great deal of

comment, in the medis snd btherwise, about

the i uity of a restructuring of the na.

-
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tion's telecommunications industry by the
decree of a single federal judge, and the sug-
gestion is quite often made that so impor-
tant s decision should have been reserved to
the Congress. In theory, these critics are
certainly correct; national policy is most ap-
propriately made by the elected representa-
tive of the people. But the Congress, in spite
of much debate and committee consider-
atlon, was unable to agree on what should
be done either about AT&T or about the in-
dustry of which it is & part.

That failure of course does not vest a
court with jurisdiction wher= none other-
wise exists. But the fact ls that a lawsuit,
brought by the Attorney General on behalf
of the United States, was already pending In
court under a law of unimpeachable validity
enacted by the Congress and never repealed.
Indeed, considerable pressures were brought
to bear on the Department of Justice to dis-
mizs the sult, and President Reagan himself
presided over at least one conference where
this course of action was discussed. But to
no avell; the action was resolutely pursued
by the government's lawyers.

GREENE SPEECH TO CPA, OCTOBER 23, 1986, RE-
GARDING THE “DOLE BILL” WHICH WOULD
HAVE TRANSFERRED JURISDICTION OVER THE
MPJ TO THE POC
As you know, congressional commitiees

have considered legislative proposals to
transfer jurisdiction over the Interpretation
and enforcement of the AT&T decree from
the courts to the Pedera! Communications
C. In a d ic soclety, it s
quite properly the elected legislature that
Iays down policy: telecommunications policy
is no exception: and congressional consider-
stion of this subject s therefore 10 be
warmly welcomed. During the perfod when
bills to carry out transfer proposals were
pending in Congress, I did not comment at
all on this subject. Obviously I wilt still not
spesk (n any way to the legality of such pro-
pasals, nor would I even now comment on
the details of the bills that were pending In
the last Congresa. However, having become
somewhat with tel -
tiona during the last few years, 1 want to
share with you my views on the general sub-
ject of a transfer of jurisdiction.

My feelings on such a transfer are mixed.
Considering only my own interests and con-
venlence, I would greatly welcome being re-
lieved of this work. The task of interpreting
and enforcing the decree usually does not
require a great deal of novel or complicated
legal reasoning and writing, and much of it
is technical without being intellectually
challenging.

Mr. KOHL addressed the Chalir,

The PRESIDING OFFICER. The
Senator from Wisconsin Is recognized.
CALLER ID

Mr. KOHL. Mr. President. today we
are considering an issue of great im-
portance to the telecommunications
industry—allowing the RBOC's to
manufacture equipment. But I would
like to discuss for a moment another
telecommunications issue, Caller ID.

As some of you may know, Caller ID

Is the technology that allows a tele-
phone call reciplent to see the phone
number of an incoming call on a small
display screen attached to the tele-
rhone. Caller ID is spreading rapidly—
L is being offered In Maryland, Virgin-
la, and the District of Columbia, and
there are plans to expand it to many
more States.

In my mind, Caller ID is a welcome
development. it can help us screen our
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calls and ultimately enhance our pri-
vacy. .

But in what form should it spread?
Should there be forced Caller ID, in
which a phone company requires our
phone numbers to be displayed every
time we make a call—even {f we have
an unlisted number? Or should there
be voluntary Caller ID, in which con-
sumers decide when it's appropriate to
glve out thelr numbers? Since a call re-
ciplent can easily obtain the caller's
address with his or her phone number,
mandatory disclosure means revealing
where you llve—whether or not you
want someone else to know.

Forced Caller ID violates our funda-
mental right to privacy. Do we not
have the right to call a crisis hotline,
or a Senator's office, or even the IRS
to ask for help without saying who we
are? And why should the phone com-
pany compel us to identify ourselves
when we call a business for informa-
tion? Such disclosure does not even
seem logical: After all, if a stranger
came up to you on the street and
asked you for your home phone
number, would you give it to him? Of
course not.

There are even times when forced
Caller ID is dangerous, Undercover 6f-
ficers sometimes call drug dealers
from precincts to arrange buys. If a
target recognizes where the call came
from, it could scuttle the bust—or,
worse, result in the death of an agent.
Battered women often taken refuge
with friends but call home to check on
things. They should not be compelled
to tell thelr abusing husbands where
they are staying.

We know of other dangerous situa-
tions, but the point ig this: Phone com-
panies cannot determine when it is
safe to reveal our numbers and ad-
dresses. There are just too many varia-
bles the phone company cannot fore-
see.

The answer is to allow consumers to
retain their freedom of choice. Let
them dial a few digits on the phone
when they want to make private calls.
With this per-call blocking option,
people can display their numbers
when calling friends and family—and
they can keep their number=s confiden-
tial when they need to do so.

A growing number of phone compa-
nies have recognized the importance
of protecting a caller's right to priva-
cy. But I introduced the Telephone
Privacy Act of 1991 in order to ensure
that all telephone customers retain
this crucial freedom of choice.

My blll- is simple, effective, and
stralghtforward. It would require
phone companies that offer Caller ID
to give callers the option of blocking
the display of their telephone num-
bers or any other individually identify-
ing Information—without charge. In
this way, the bill would balance the
privacy interests of both callers and
recipients. : .

The proposal makes sense for sever-
al important reasons. First, the new
technologies that are available with
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Caller ID give us the ablility to stop
harassing phone callers without in any
way undermining the privacy, of law-
ablding citizens: Callers can use Call
Trace, Call Return, and Call Block to-
foil their assallants. For example, Call
Trace lets the victim of a harassing
phone call automatically send the
number of the harasser to the authori-
ties after hanging up—merely by dial-
ing a three-digit code.

Though a few telephone companies
would like to promote Caller ID as a
way of reducing obscene phone calls,
this approach is ultimately deceptive.
Simply put, these new technologies
work even if a caller uses blocking. So'
it turns out that we have the ability to -
protect victims and privacy at the
same time. -

Second, before we go any further
with Caller ID, we have got to make
sure that it is legal. Last summer, a
Pennsylvania court ruled that Caller
ID violates that State’s constitution
and its wiretap statute—which fs
almost identical to the Federal ver-
slon. My proposal would resolve the
ambiguities In our Federal laws,
ensure the legality of Caller ID, and
establish a uniform national privacy
policy In this area.

There i3 one more reason to pass
this  legislation—blocking already -
exlsts for the wealthy. A new 800 serv-
ice allows people to make private calls
for a few dollars & minute. That (s
wrong. Blocking is a matter of equity
a3 well as privacy: I belleve phone

\ hould make it ilable to
everyone-—rich and poor. .

The widespread support for this pro-
posal underscores its commonsense ap-
proach. All around the country tele-
phone companies are opting for block-
ing, or State PUC's are requiring it.
And here in Washington a consensus
is developing that Caller ID with
blocking strikes the proper balance be-
tween telephone callers and recipients

ike.

Mr. President, I had originally con-
sidered offering this legislation as an
amendment to 8. 173. However, since
my measure will soon be marked up by
the Judiciary Committee, I have decid-
ed to allow it to come to the floor in
the normal course of business. When
that happens, I hope my colleagues-
will join consumer advocates, privacy
experts, and law enforcement groups
in enacting this legislation and making
privacy protection a reality for all
Americans.

Thank you, Mr. President.

The PRESIDING OFFICER. Who
seeks recognition?

Mr. HOLLINGS. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll. .

Mr. GRAMM. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded. :
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The PRESIDING OFFICER (Mr.
Oplnn). Without objectlon, it is so or-

AMENDMENT NO. 390 -
(Pa.rbouc To foster economic growth and

com-
p&mvenul by nrlunc the domestic con-
tent requirement)
Mr. GRAMM. Mr. President, I send
an amendment to the desk and ask for
its tmmediate conaideration.
The PRESIDING OFFICER. The
eclerk will report.
The assistant legislative clerk read
' a8 follows:
The Benator from Texas [Mr. Grauml
o b 290.

Mr, GRAMM. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with,

The PRESIDING OFFICER. With-
out objection, it is 50 ordered. ’

The smendment {3 as follows:

On pags 4, beginning with line 10, strike
out st through line 17 on page 7.

Mr. GRAMM. Mr. President, I am
willing to agree to a time limit. I have
discussed it briefly with the distin-
guished chalrman of the committee.
Perhaps I could yield to him and let
him propound a time agreement which
will be 13 minutes on each side, at the
end of which the distinguished chatr-
man will move to table the amend-

Mr. HOLLINGS. Very good. I appre-
ciate the Senator from Texas agreeing
toutm::reement Therewﬂlbeno

Tee ts and the

is we will move to table

the amendment at that time and have
the yeas and nays. Will that be all

Mr, GRAMM. That will be all right.
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walls around America, by trying to
force American companles, against
their will, to buy American products
and in the pracess, by Government
mandate, dictate how private industry
is to be run? Should we enact Federal
mandates that lower American effi-
clency and lower American competi-
tiveness, or can we better promote
American interests by trying to
become more competitive?

Mr. President, I do not think we
have to have a long debate on this sub-
Ject. T think we are roughly divided
along philosophical and partisan lines
on this issue.

I might slso say, Mr. President, that
it is with great sadness that [ recog-
nize the majority of the votes on this
issue often fall on the side which is
not enlightened, at least as I would
define it, in terms of what is best for
America’s interest.

Here Is basically the problem, Mr.
President. What this bill says is that
the Regional Bell Companies will be
allowed to manufacture telecommuni-
cations equipment but will not be al-
lowed to engage in any joint ventures
with other such companies. They will
be limited in terms of the final value
of the product they put on the
market. No more than 40 percent of
that value can be of foreign content.

Mr. President, all of us want Ameri-
can products to entail American con-
tent. The question’ is, however, wheth-
er or not we want to take an action
that flies in the face of everything
that for two decades we have tried to
get other countries to stop doing.

Our Trade Representative today is
{nvolved in the process of trying to get
other countries to stop exactly the
klnd of action we are about to vote to

Mr. HOLLINGS. I ask unanimous
consent, Mr, President, there be
minutes equally divided on the
Gramm amendment and controlled on
the Gramm amendment; that no
smendments be In order to the amend-
ment, or to the language proposed to

. be stricken; that when all time is used
or yielded back, the motion to table be
made by the Senator from South
Carciinx. If that unanimous-consent
request is agreed to, then 1 will ask for
the yeas and nays on that metion.

The PRESIDING OFFICER. Is
there chiection to the unanimous-con-
send reguest?

‘Without objection, it is so ordered.

Mr. HOLLINGS. 1 ask for the yeas
and nays on the motion to table.

The PRESIDING OFFICER Is
there a sufficient second?

‘This is s sutficient second.

‘The yess and nays were ordered.

. HOLLINGS. I thank my col-

league. )
Mr. GRAMM. Mr. President, the
umendment 1 have o(tered is a very

ward
ment. It reaches to the very heart of
Amerlun trade policy. The guestions
addresses are: Can we promote
Amerlm.n interests by trying to build

here in America. We have
spent 20 years trying to assault and
beat back domestic content provisions
in other countries. We have tried to
open markets to American products
and, quite frankly, in my opinion, we
have picked the wrong area to try to
pley this protectionist game.

1 remind my colleagues that the
United States has made great progress
in telecommunications. Proot of our
progress is that in 1988 we had a trade
deficit in telecommunications equip-
ment of $2.61 billion. 8ince then we
have become substantially more com-
petitive. Our exports have grown very
rapidly and, as a result, we are now ap-
proaching a balance of trade where in
1980 we had only $750 million of defi-
cit.

Also, Mr. President, the area where
we are very competitive, where we had
a trade surplus of $1.28 billion in 1980,
is'the high-technology end of the busi-
ness: Network and transmission equip-
ment.

Now, Mr. President, at the very time
that we are seeing our market penetra-
tion abroad growing by 25 percent a
year, when we are seeing Imports grow
by only 2 percent a year. when we
have closed the trade gap, and when in
the high-technology end of the busi-
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ness we now have a $1.28 billion sur-
plus, why do we want to pick this in-
dustry to say we want domestic con-
tent. Therefore, by implication we are
saying to our trading partners that
since we are practicing domestic con-
tent, we would expect you to do it too.

Mr. President, this provision is the
worst sort of legislation because it is a
deal cut by business and labor, basical-
ly, to the exclusion of the interests of
the working men and women of Amer-
ica, to the consumers of America, and
to broadly defined American interests.

This agreement is clearly in viola-
tion of what we are trying to achieve
in our trade negotiations. It is an
sgreement that could violate the
GATT. It Is moving the Nation in the
wrong direction.

‘What I have proposed is simply that
we strike this provision and move on
the underlying bill, which deals with
trying to allow more competitors to
manufacture telecommunications
equipment.

Further, Mr. President, this provi-
sion {s not going to foster the adoption
of this bill. The President has said in
the clearest possible terms that if this
domestic content provision. which
clearly is in opposition to everything
we are trying to do In the world on the
trade tssue, is part of this bill, he Is
going to veto this bill.

So 1 say to those who want to see
this bill adopted. let us strip out this
measure which does not betong in this
bill, which is & totally anticompetitive
provision, which represents a peculiar
action by Government that tells a pri-
vate industry what it can and cannot
do in terms of trying to be competi-
tive, and let us pass a bill which the
President can sign.

Mr. President, the issue very clear.
Domestic content is a seductive kind
of proposal.

The problem is, this proposal would
not work. We cannot build & wall
around America. We ate the world's
largest exporter. Evety time we try to
get into this protectionist mode, we
encourage other countries to keep
their markets closed and to refuse to
open those markets to America’s prod-
ucts. You cannot have it both ways.
We cannot be the fundamental force
in the world in trying to promote mote
trade openness and al the same time
expand protectionist measures hete in
our own country.

Mr. President. I know that this bill
has long-term escape clauses. I know it
requires the Federal Communications
Commission and the Department of
Commerte to analyze foreign content
in the telecommunications industry,
and over & perlod of time make adjust-
raents in the domestic content requite-
ment. But the bottom line is this pro-
visfon could violate the GATT. It flies
in the face of everything we are trying
to do on trade policy. It is protection-
{sm, pure and simpte.

1 urge my colleagues to support this
amendment and avold B Presidential

-
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vleto. 1 réferve the remainder of my
time.

The PRESIDING OFFICER. Who
ylelds time?

Mr. HOLLINGS. Mr, President, the
Senator is so enlightened he Is blind-
ed. The fact Is that he 18 just running
at one litle provision of the blll. The
entire bill Is intended to bring about
competitiveness. His amendment does
not address the real world in which we
llve, We are not in an economics 101
class with the so-called comparative
advantage argument of free trade. We
are in the real world, where we have
been losing our shirts.

In Communications Daily today.
June 5. it 15 reported that AT&T CEQ
Robert Allen will be Iin Guadalajara,
Mexico, July 34, 1991, to dedicate
AT&T's new answering machine plant.
Whoopee. There goes another one—
thousands of jobs lost.

A communications report of the Fi-
nance Committee, I think, reported
some 60,000 jobs have becn lost since
divestiture and the 1984 MFJ decision.
This entire bill {s Intended to promote
competitiveness and {mprove the envi-
ronment {n which we Hve.

When you come to what they may
be trying to do with this free-trade
policy, I have been around here 25
years, and we keep going {n the wrong
direction with this free-trade policy. 1
have listened to the Tokyo round. Now
1 am listening to the Uruguay round
and the fast track Mexico. 1 have the
OECD report, the Organization of
Economic Community Development,
and Canada—ltke all of the countries
on this list, has domestic content pro-
visions; France, Germany, Japan,
Sweden, United Kingdom, all of them
have some form of domestic content
provisions golng right down the list.

In fact, President Bush, in his letter
In March of last year to the Senate
maljority leaders and Republican lead-
ers and the chairman and ranking
member of the Finance Committee,
talking about the directive of EEC,
says that the directive mandates non-
discriminatory transport tendering to
all producers who are at least 50-per-
cent EEC origin.

That is how we are trying to com-
pete. We have tried to set the exam-
ple, and set the example for 45 years,
even taxing ourselves with the Mar-
shal plan and sending over our tech-
nology. Then our nationals became
multinationals, and they got together
with the bank and the Trilateral Com-
mission, and they fleeced us all. We
have lost the industrial backbone of
the country.

The exports the Senator talks about
are being made up by Siemens, Fu-
Jitsu, Northern Telecom. Ericsson—we
went down the list which we included
In yesterday's RECORD.

Mr. HOLLINGS. We are being in-
vaded like fleas on a dog. just taking
over at every turn. That {5 what they
are exporting, and we are losing the
jobs. So the entire bill is to, yes, manu-
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facture {n the United States of Amer-
fcan

Now, if you want to continue the
manufacture beyond the United States
of America, throw the bill away.
Forget about the bill It i3 not a little
technical requirement.

This bill is reasonable. What was the
reason? The reason was to recognive
the fact of life that a lot of these parts
you cannot get any longer in the
United States. Western Electric makes
all of thelr telsphones now in down-
town Singapore. We have been there
and seen that. Thousands of jobs are
gone.

The Senator says that U.S. work-
ers—8% million people unemployed—
will hinder the abflity of the Bell Op-
erating Cos. to compete.

And exports means manufactured
here. If you want to get manufactur-
ing here, say s50. That is what we want;
that ts why the domestic content pro-
viston ts here.

If the other countries change then
we can change—my theory of competl-
tlon Is if you raise a barrier agalnst a
barrier, then you can remove them
both. But fleecing, causing a special
relationship—look at the example we
set. We are not In charge. Our clock 1s
being cleaned every day. It has to stop.
Here we have the wealth of the seven
Bell Operating Cos. belng forced to
Invest overseas at the same time we
are looking in the Budget Committee
for investment in this country. And
the Bell Cos., like many other compa-
nies, cannot manufacture abroad be-
claiuse of the barriers in those coun-
tries.

Mr. President, 1 reserve the remain-
der of my time. How much time do 1
have?

The PRESIDING OFFICER. The
Senator has  minutes, 25 seconds.

Mr. HOLLINGS. I yield to the dis-
tinguished ranking member.

Mr. DANFORTH. Mr. President, as
always, the Senator from Texas has
made a very persuasive case and he
sets forth an excellent phit
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trade positions, and can pose the
threat of destroying this country’s in-
digenous central office equipment
manufacturing capacity.” That is the
language used by the U.S. Department
of Commerce during the Reagun ad-
ministration.

During the Bush administration, the
Department of Labor, In a stalf study,
estimated that 18,000 to 37,000 US.
jobs could be lost if the manufacturing
restriction were lifted, and noted that
this number does not include potential
advene etfem on employment in re-

dev t functions
which mlgm be transferred abroad
through Bell Operating Co. joint ven-
tures with foreign manufacturers.

That {s the reality.

Mr. President, my hope would be
that somehow between now and when
this bill {8 submitted to the President
for his action that there could be some
way of working out this problem. I
think that there is a middle ground.
perhaps one that tracks the concepts
of the 1988 Trade Act, which condl-
tioned access to our markets on recip-
rocal access to the markets of the
other countries. That kind of ap-
proach, to me, is better than a domes-
ticcontent approach. But to take the
philosophical approach, that 1 com-
mend Senator Graxm for. In and of
itself, without any way to cushion the
blow, that is going to cause 8 very seri-
ous adverse effect on American indus-
try and on American jobs. For that
reason, 1 will support my chalrman in
voting to table the Gramm amend-
ment.

Mr. GRAMM. Mr, President, 1 yleld
5 minutes to the distinguished Repub-
lican leader.

Mr. DOLE. Mr. President, I rise In
support of the Gramm amendment,
and ask that 1 be made a cosponsor of
the amendment.

The PRESIDNG OFFICER. With-
out objection, it 13 50 ordered.

DOLE. Mr. President, I rise In
rt of the Gramm Amendment to

argument, one with which 1 would
normally agree. I have told my chair-
man. Senator HoLLINGS, that as 8 gen-
eral principle, I hate the idea of do-
mestic content requirements. I think
that is a matter of bad policy and bad
trace policy. The problem Is trying to
match philosophy with the practical
realities of the case. unfortunately,
the two clash In this instance.

That clash Is recognized by state-
ments made by both the Reagan ad-
ministration and the Bush administra-
ticn. In 1987, during the Reagan ad-
ministration, the Comnerce Depart-
ment said that if the Bell Operating
Cos. were to diversify into electronic
or digitat switch manufacturing, It
would almost certeinly undertake o
joint venture with a foreign-based
firm. Then the Commerce Department
concluded that such joint venturing
would likely cause—these are the
words used—"significant harm to
American competitive technology and

strike the domestic content require-
ments from 8. 173.

Let me first say plainly, Mr, Presi-
dent: I support 8. 173. I am fully in
favor of increased competition in tele-
ptione and other communications
technologies—competition that will
bring new products, new services at
lower prices to consumers. I support
Ireelng up America's telecommunica-

tions resources to compete more effec-
tively in the world market.

Some here today may remember
when, a number of years ago, this Sen-
ator {ntroduoced legislation to transfer
Jurisdiction over the telephone indus-
try from Judge Greene'’s courtroom to
the FCC.

‘That bill was not intended so much
as & criticism of Judge Greene—in my
view, an able and hardworking jurist,
diligently applying the antitrust law—
as an effort to bring the formulation
of America’s telecommunications
policy, out of the courts and back
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where it belongs—in the hands of the
%cency with expertise, overseen by the

ongress.

. That bill generated a lot of opposi-
tion, Mr. President, opposition from
some powerful interests with a large
stake in the status quo. So I want to
congratulate Senator HOLLINGS on his
leadership In getting at least a partial
MFJ bill to the floor. I know some of
the obstacles Senator DANYoRTH and
others have faced; believe me, I have
been there.

- Having sald that, however, I find it
fronic that this bill, s principal pur-
pose of which Is to make our commu-

nications industry more competitive,.

contains highly anticompetitive do-
mestic content restrictions. What the
bill gives with one hand, 1t takes away
with the other,

The provisions which would be
stricken under the Gramm

CONGRESSIONAL RECORD — SENATE

RECORD & copy of a letter from Secre-
tary Brady, Ambassador Hills, Secre-
tary Mosbacher, and others.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

THE SECRETARY OF COMMERCE,
Washington, DC, Maey 30, 1991.
Hon. Bos Dote,
U.8. Senate,
Washington, DC.

Drar 8enator Dore: The Administration
wishes to affirm its strong support for legis-
1ation that would lift the manufacturing re-
strictions currently placed on Reglonal Bell
Operating Companies (RBOCs), and we ap-
plaud your efforts on behalf of this objec-
tive. As the Administration has previously
testified, we believe that this objective of 8.
173 represents sound economic policy that
would promote competition, increase U.S.
research and development, and open up ad-

. ditfonal investment opportunities in tele-

eozmnummtlom in the United States. Un-
for other provi-

ment would:

8ingle out the Bell's affiliates, tm-
pos restrictions not binding on
their competitors;

Undermine current U.S. trade negotl-

. atlons with the European Community
and other trading partners;

Ultimately result in higher prices to
consumers. .

First, the bill's restrictions on im-
ported components would apply only
to the Bell manufacturing affillates.
Other manufacturers—Northern Tele-
com of Canada, the various Japanese
and European companies, and the
dominant American manufacturer,
AT&T--can all buy components with-
out restriction from any source, and
thus manufacture at the most effi-
cient cost; only the Bells are hand-
cuffed. Does this make sense? Is this
falr? Will it save jobs?

H , Mr, President. AT&T now
joint ventures with forelgn manufac-
turers’ in 15 countries and imports
products into the United States, while
here at home it has closed down 8
plants and reduced actlvity at others.
Yet this bill leaves that alone, while
hamstringing the Bells from compet-
ing on equal terms. At such disadvan-

. tage, it I8 hard to see how the Bells
could compete and grow. And growth
means jobs.

Second, this portion of the bill
would seriously undercut the U.S, po-
sitlon in several market-opening ef-
forts presently being negotlated. The
EC and Canada have already threat-
ened to challenge this provision in
international tribunals. An adverse
finding would result in retaliation
against our exports. Our trade nego-
tiators are working to open foreign
markets and are presently lnvolved m

, B, 173 also
. slons—in pa.rtlculu the domestic content
local
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challenge the local content measure in
international fora, A GATT finding that the
United States had violated its obligations
could lead to potentiaily costly retaliation
against U.S. exports. This could put in jeop-
ardy our trade surpius in telecommunica.
tions with the EC (in 1990 we exported to
the EC $1.4 billion in telecommunications
equipment while we lmported form them
Just.$3681 mitlion),

‘Third, local content/manufacturing re-
quirements would also seriously undermine
U.S. positions in ongoing Uruguay Round
negotiations, which are Intended to open
forelgn markets to U.S. goods and services,
In the GATT Government Procurement
Code negotiations, a cormnerstone of U.S. ne.
gotiating objectives under the 1988 Trade
Act, the United States has maintained that
private compeanies, like the RBOCs, procure
competitively and thua need not be subject
to procedures like those of the Code. The
local content/manufacturing provisions
would be viewed as Inconsistent with this
position. If we fall to achleve a positive
result in these negotiations, U.S. suppliers

of tions and serv-

and ing requir s—
that would undermine important interna-
tional trade objectives and detract substan-
tially from the bill's own stated objectives.
If these provisions are not removed from S.
173, the President's senior advisers will rec-
ommend that he veto the bill.

As you have recognized, the RBOCSs repre-
sent & very significant U.S. resource that
could be lled to the ad t of U.S.
telecommunications and related high-tech-
nology endeavors. Their assets, In the aggre-
gate, represent a major component of the
country's telecommunications base. We be-
leve these resources should be freed to
better serve the American public by being
permitted to participate in the manufacture
of customer premises and telecommunica-
t.lona equlpmem. Among other benefits,

of the ing restric.
tion will help promote lncreued telecom-
munications r and in

ices—including the Bell companies under 8.
173—will be shut out of many forelgn mar-
kets. The ECs zovemment procurement
market for tet
with an estimated value of tens of bllllcns ot
dollars, will remain closed to U.8. providers
absent a new GATT agreement.

Local content/manufacturing provistons
are also inconsistent with U.B, efforts in the
GATT to discipline and eliminate trade-re.
lated Investment measures (TRIMs). We
have placed a high priority in the Uruguay
Round on the achievement of discipiine in
countries’ use of TRIMs, such as local con-
tent and domestic manufacturing require-
ments. Approval of such restrictions as part
of S. 173 would create serious problems for
the TRIMs negotiations.

Fourth, the restrictions contalned (n 8.
1'13 are more likely to cost U.8. jobs In the

fons

the United States, which may also have a
beneficial effect on related infrastructure

By 1 their develop
ment of new technologies, the legisiation
would also greatly promote the internation-
al competitiveness of U.8. Industry.

Given our sgreement on the many bene-
fits of lifting the mearufacturing restric-
tions, we regret that we are unable to sup-
port 8. 173 a8 currently drafted. The Adm!n.
istration opposes on 8 number of grounds
the local content and domestic manufactur-
ing requirements of 8. 173.

First, since such requirements serve to dis-

e certatin impor in cer-

- tain cases, finished products in others—they

distort trade. Private companles that would
otherwise make purchasing decisions on
sound economic and technical grounds in-
stead will be forced to procure and produce
equipment on the basis of government fiat.
In addition, the Bell companies—with their
new-found ability to manufacture—may find
themselves at a competltive disadvantage
vis-a-vis other telecommunications equip-
ment manufacturers, who are not required
to adhere to local content and local manu-
rnct.u.rlnz rmﬂctlom

he ftlon of locnl contenl/

sensitive N8

trade agreements and reduce bs.rriera
to our imports everywhere—and here
we are, Mr. President, sending the op-
posite signal and inviting the label of
protectionist.

The President’'s advisors say he
cannot sign such a bill. I ask unani-
mous consent to have reprinted in the

'ml req for the Bell

tes serious for exist-

ing U.S. international obligations. The
United States’ trading partners could raise
complaints under the General Agreement
on Tarif{fs and Trade (GATT), the U.S.-
Canada Free Trade Agreement, and numer-
ous treatles of Friendship, Commerce, and
Navigetion. Certain of our trading partners
have already made it clear that they would

tions industry. not save
mem Any weakness In t.he U.S compeuu\e
position in
falls in the low end of the market, such as
fn the production of inexpensive telephones,
where technological advantage is not cru-
cial. The restrictions contained in 8. 173
would have little effect on U.S. trade and
employment in the low end of the market
because the RBOCs are unlikely to concen-
trate thelr manufacturing efforts on it.

‘The strength of the U 8. competitive pusl
tion in ¢ t lles
in the higher end o! the market, where

kr is d

an

where the United sm,es had s .l 3 bllllon
trade surplus in 1990 (In network and trans-
misslon equipment). The resttictions con-
tained in 8. 173 will hinder the abllity of the
RBOCs to compete in this part of the
market, and may impede their abillty to
contribute to the ongoing expansion of ex-
ports and export-related employment associ-
ated with these products.

The Administration also has deep reserva-
tions about the bill's flat prohibition on
joint ventures among the RBOCs. The
RBOCs should be subject to ordlnary anti-
trust principles, which permit procompet)-
tive joint venture arrangements, but prohib-
{t those that would harm competition.

‘The administration supports the primary
objective of 8. 173. Unfortunately, the Ad.
ministration cahnot support the biil with its
provisions on local tontent and domestlc
manufacturing.

Sincerely.

Nicholas F. Brady, 8ecretary of the
Treasury; Lynn Martin, Becretary of
tabor; lawrence 8. Eagleburger.

-
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Acting Secretary of State; Robert A
Mosbacher, Secretary of Commerce;
(ilrh A. Hills, US. Trade Representa-
tive.

Mr. DOLE. Finally, If one thing is
clear, it is that import restrictions
mean less efficlency, less choice, and
less competition for producers. We
knew who pays the price for that, Mr.
President. Consumecers do. Less real
compelition means higher prices for
everyone.

So I urge my colleagues to vote with
Scnator GraMM to strike this provi-
sion. It {s not & vote against this bilL

1 am not certain. I had intended to
vole for the bill. I am not certain what
will happen. I do not think we will pre-
vail. I assume Senator HoLrLincs has
the votes to table the Gramm amend-
ment, but 1 want a bili the President
can sign. Maybe there ts some way. if
we do not prevail here. At lesst by
making a record there wiil be some in-
centive in the conference, if it reaches
a conference, where the conferees,
Senalor HoLLIngs. Senator DANFORTS,
and others, can figure out soine middle
ground.

But in the Intertm, Mr. President, I
certalnly strongly support the amend-
ment by the distinguished Senator
from Texas.

Mr. HOLLINGS. Mr. Presidan( this
particular request has been cleared
with the distinguished minority
leader. 1 ask unanimous consent that
upon disposition of the Gramm
amendment, the Senate, without any
intervening action or dcbate proceed,
to vote on the passage of 8. 173.

The PRESIDING OFFICER. With-
out objection, it is 50 ordered.

Mr. HOLLINGS. 1 understand my
collesgue oniy has 2 minutes left. I
have 6?

The PRESIDING OFFICER. The
Senator Is correct. The Scnator has
Just under 6 minutes.

Mr. HOLLINGS. I yield 2 minuates to
the Senator from Colorado, even
though he is against it.

Mr. BROWN. Mr. President, let me
express my thanks to the distin-
guished Benator from South Carolina
for his kindness, even though I may be
nmisguided on this particular amend-
ment. I appreciate his consideration.

1 rise simply to propround a question
to the distinguished Senator from
South Carolina. The Senator, I
thought in a very articulate fashion,
pointed out that a number of coun-
tries around the world do have what
v:e would call domestic content re-
quirements. The paper that the Sena-
tor was referring to indicates that
Sweden, West Germany, France,
Canada, and 8 number of the Eastern
Furopean countries have similar provi-
sions.

My question to the distinguished
Senator would be this: He has indicat-
ed concérn about elimination of the
domestic content provision in circum-
stances involving countries which
mainiain domestic content require-
ments. Would the Senator have a dif-
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ferent feeling when dealing with coun-
tries that do not have a dc tic con-
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hear people on this floor denouncing

tent provislon? In other words, would
he be receptive to looking at having
the domestie content provision apply
only to those countries that have the
same kind of treatment accorded our
products, but be willing to look at
waiving that domestic content provi-
slon when we are trying to trade with
countries that do not have any domes-
tic content provision of their own?

Mr. HOLLINGS. No. The predomi-
nant countries in this particular com-
munications market are the countries
from the OECD. They are the princi-
pals in telecommunications. And they
are the ones that are cleaning our
clock, taking our industry away from
us. If the picture cleared some years
from now, I would look at the real life
situation.

1 do not want to confuse the point
here—~the thrust of this bill, entire
thrust of this bill is to get manufactur-
ing here back home In the United
States.

AT&T closed down or reduced its
work force at 33 manufacturing plants
since 1984, with a loss of 60,000 jobs.
Of course, we have been forbidden
under law to allow the Bell Cos. to
create any of those manufacturing
Jobs, That is my problem.

1 am not trying to have fair play
with anybody right now. I am trying
to survive. That is what I am trying to
do. We are {n an economic war, and
think we are going to have to fight
Hke the dickens to snrvive, and that is
the guts of this bill. If you want to gut
the bill, then you would vote with the
Senator from Texas,

Mr. BROWN. I appieciate the distin-
guished Senator’s answer. He is very
forthright and an eloquent spokesman
for his point of view.

This Senator believes that it is a
mistake to impose domestic content
provisions on countries that do not
have domestic content provisions of
their own. If we are fighting for falr
trade, It seems to me that the Senator
from Texas has & sound point.

I thank the Senator.

Mr. HOLLIRGS. I reserve the re-
mainder of my time.

Mr. GRAMM. Mr. President, our
dear colleague from BSouth Carolina
talks about the Marshall plan, but let
me remind my colleagues that the aid
provided by the Marshall plan really
was a little lighter fluid. It was trade
with Western Europe that rebufit
Europe, that helped build the econo-
mies of Japan and Korea, that helped
create & wealth creation machine
worldwide, that tore down the Berlin
Wall, and that today has us on the
verge of winning the cold war.

Mr. President, I find it amazing that
we are here trying to pass a law to
make people invest in America, when
for the last 10 years America has had
more foreign investment than any
other country in the worid. In fact,
forelgners have knocked down our
door trying to get here, and often we

forel for wanting to tnvest In
America.

Mr. President, a free soclety does not
progper by enmacting laws that force
people to make economic decisions
they otherwise would not want to
make. If we are going to be competi-
tive, we are competitive, we are golng
to have to compete. We cannot build a
wall around the greatest u'a.dlns
nation in the world.

Finally, {t Senators need a noneco-
nomic reason to vote for this amend-
ment, it says to Ma Bell, you can
invest abroad, you can buy foreign
content, you can produce telecom-
munications equipment, and you can
sell it. It says to Regional Bell Cos,
you cannot do it. I hope my eoneasum

ber the equal pr
under the 14th amendment of the
Counstitution. The Constitution says
that persons—and that includes corpo-
rations—must have equal protection
under the law.

This provision, { ts to-
muy {tational You ot
have some companies treated by one
set of rules in & market, and other
companies that are treated by another
set of rules under Federal statute,
without violating the equat m'otecuon
clause of the Constitution.

80 1 do not doubt the sincerity of my
colleague from South Carolima, but 1
think he i absolutely wrong on this,
and everything he is saying and doing
is counterproductive to what we are
trying to achieve. -

The PRESIDING OFFICER. The
Senator’s time has exptred.

Mr. HOLLINGS. Mr. President, if
the Senator was correct about the
equal protection clause, then the Bel
Cos. have the sorriest constitutional
lawyers in the world, because they
have been trying to get out. They are
the ones that everybody discriminated
against, they are the ones that have
been required to what? Invest overseas
and not invest here.

Let the companies do what they
want to do. That is exactly the bill
{tself. The Bell Cos. want to produce
here. They want this domestic content
provision. They have agreed to this
provision. They understand it is not
good business to be doing all this over-
seas while we have 8% million unem-
ployed in America. They are public
service companies, depending on the
public support. As a result, they have
a hard time explaining that they
cannot even do this right here. It {s an
artifieial thing.

I wish he were right that a domestic
content provision was unconstitution-
al, because then no one would have
had domestic content and you would
have had a bare bill at this particnlar
time. Protectionism built Europe.
They have had domestie content pro-
visions since the word go in Europe.
Protectionism built Japan in the Pacif-
ic Rim. Before I can sell a textile in
downtown Korea, I .have to get permis-
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slon from the textile industry In
Korea. You cannot get licensed in
- Jl:t;’)an ‘You can go right on down the

80 they have practiced protection-
ism. We tried to set the example. We
have been the high-wire boys and the
little fellows with the Christian ethnic
and the Golden rule. That does not
wash in the international market, You
have to have not falr, but competitive
trade. What works are the same do-
mestic practices that, in essence, built
this industrial glant, the Unlt,ed States
of America.

We are not lnvestmg ln resem-ch and

development, Mr. Pr it
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does not pay to do so. The Bell Cos,
cannot manufacture. We are losing out

in the industries that are on the cutting

edge of technology, and as a result, the
consumers of America are losing out on
fine advanced services. It does not pay
to even produce it here.

That i3 a 8ad, terrible situation. The
Senator knows his suggestion would
gut the bill. The administration has
been toying around for a full day on
this, They have been taking head
counts and bringing all the pressure

and - else in the world on

- Senators to offer a new kind of restric-
uon.'rhntlsalnstmpoltrylngto
kill the b

I you u.re for America, !or Joe-Six-
Pack In Texas—the Senator has
taught me all about old Joe-S{x-Pack
down {n Texas—then vote for Joe-Six-
Pack to have a job, and for bullding
America, so he does not have to go
abroad to make a living. I vield the re-
mainder of my time.

I move to table the amendment.

The PRESIDING OFFICER. The
question is on the motion to table
amendment No. 200 offered by the
Senator from Texas.

The yeas and nays have been or-
dered. The clerk will call the roll.

‘The legislative clerk called the roll.

Mr. FORD. I announce that the Sen-
ator from Iowa (Mr. HARKIN] and the
Senator from Colorado [Mr, WIRTH]
are necessarily absent.

I also announce that the Senator
from Arkansas (Mr. PrRYoR] s absent
because of {lIness.

Mr, SIMPSON. I announce that the
Senator from Rhode Island [Mr.

there any other Senators in the Cham-
- ber desiring to vote?

The result was announced—yeas 64,
nays 31, as follows:

{Rollcall Vote No. 88 Leg.}

YEAS—-64

Adams Byrd Glenn
Akaka Cohen Gore
Baucus Conrad Gorton
-Bentsen Cranston Graham
Biden Danforth Heflin
Bingaman Daachle Helms
Boren i Hollings
Breaux Dixon 3
Bryan Jeffords
Bumpers Exon Johnston
Burdick Ford Kassebaum
Burns Fowler Kasten

Kennedy Mitchell Sasser
Kerry Moynthan Shelby
Koh! Nunn Simon
Lautenberg Pell Specter
Leahy Reld Stevens
Levin Riegle Thurmond
Lieberman Robb Wellstone
Lott Rockefeller Wollord
Metzenbaum Sanford
Mikulskl Sarbanes
NAYS-—32

Bond Gramm Packwood
Bradley Grassley Preasler
Brown Hatch Roth
Coats Hattleld Rudman
Cochran Kerrey Seymour
Cralg Lugar Simpson
D'Amato Mack 8mith
Dole McCain Bymms
Dx McConnell Wallop
Durenberger Murkowsk} Warmner
Gamn Nickles

NOT VOTING~4
Chafee Pryor
Harkin Wirth

So the motion to lay on the table
the amendment (No. 290) was agreed

M!' COCHRAN. Mr. President, I am
an original cosponsor of this legisla-
tion, and I am hopeful the Senate will
approve it.

This bill will remove the restriction
on manufacturing by Regional Bell
Operating Cos. This manufacturing re-
striction has allowed much of the {n-
dustry's intellectual property and
manufacturing capacity to be pur-
chased by overseas competitors who
operate under no similar restriction.

Removal of this manufacturing re-
striction will provide an Incentive to
the Regional Bell Cos. to increase their
spending on research and development.
This is essential iIf American firms are
to be competitive In today's rapidly
changing communications Industries
and meet the challenges posed by unre-
stricted foreign competitors.

I urge the Senate to pass this bill.

Mr. ADAMS. Mr. President, as an
original cosponsor of 8. 173, the Tele-

tion it Research
and Manufacturing Competition Act
of 1991, I strongly support this bill. I
believe the Gramm amendment would
totally undermine the purpose of this
legislation.

The legislation before us addresses a
sector critical to U.S. competitiveness
in the global economy: Information
systems and telecommunications tech-
nology. All of us are concerned about
the threat our industries face from for-
eign government subsidies to their tele-
communications and other industries.
Those practices give our foreign com-
petitors an unfair advantage in third
country markets and distort competi-
tion in our own open, domestic market.

We cannot afford to lose more than
we already have of one of the most

' promising segments of our economy.

the manufacture of telecommunica-
tions equipment.

This legislation is critically impot-
tant to workers in the telecommunica-
tlons equipment industry, where the
Commerce Department has projected
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a slight decline in employment over
the next 5 years.

The provisions of S. 173 should help
stem this decline, and will hopefully
reverse it. But we will only see a great-
er loss of jobs if we go along with the
Gramm amendment.

Lifting the manufacturing restric-
tion will help our Nation compete in
several ways. First, the Bell Cos. would
have the incentive to increase their
spending on research and develop-
ment.

Second, the bill would enable the
Bell Cos. to tap into a vast underuti-
lized reservoir of knowledge about
telecommunication networks and the
telecommunications marketplace.

Third, this legislation would allow
the Bell Cos. not only to collaborate
with other manufacturers, but to
invest in them as well.

Unfortunately, some small startup
companies have no cholce but to turn
to foreign-based investors.

Consider what has occurred in the
last decade. We have seen our ideas
and inventions, such as VCR's, exploit-
ed by manufacturers abroad. The pat-
tern of foreign companies applying
technology we have developed to man-
ufacture new products is expanding In
the telecommunications field. The bill
before us today wlll help stop this
trend by allowing American compantes
to do what they do best—invent,
market and produce. Without this leg-
islation, our large and growing domes-
tic market will be exploited increasing-
ly by forelgn manufacturers.

8. 173 will assure that we maintain &
strong national economic base in the
information and telecommunications
manufacturing sector. It will promote
our technological know-how. It will
help our industry create the jobs and
products to keep the United States in
the forefront of this key advanced
technology sector.

I urge my colleagues to join in sup-
porting this bill.

Mr. THURMOND. Mr. President, 1
rise today in support of 8. 173, the
Telecommunications Equipment Re-
search and Mzanufacturing Competi-
tion Act of 1991. As my distinguished
colleagues are aware, this legisiation
removes the manufacturing restriction
imposed on the Bell Operating Co.
pursuant to the modified final judg-
ment. That consent agreement was en-
tered into in August 1982 by AT&T
and the Department of Justice, and
accepted by Judge Harold Greene of
the Federal District Court for the Dis-
trict of Columbia, in settlement of an
antitrust suit filed by the Department
of Justice. The remaining restrictions
in the MFJ are not affected by this
legislation.

Mr. President, In my view, issucs
concerning the telecommubhications in-
dustry are among the most important
that the Senate will face in this Con-
gress. These issues affect not only the
telecommunications industry f{tself,
but innumerable othet Industries and

-
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services tﬁnt are dependent on the
telecommunications industry for thelr
growth and development. If this legis-

" lation does nothing else, it will have
forced this distinguished body to focus
on how critically important this indus-
try is to our technotoglcal develop-
ment as a nation, and to our ever im-
portant competitive positlon on the
internatlonal stage.

Having said that, Mr. President, let
me make clear that I did not reach my
decision to support this legislation
edsily. There s little doubt that S. 173

. ralses difticult Issues concerning tele-
communications policy and our anti-
trust laws. There is also little doubt
that this legislation ralses legitimate
concerns about the legislature's rela-
tionship with the judiciary and wheth-

" er litigants can, and should, change
thelr forum every time they are faced
with unwanted prohibitions.

"Mr. President, {n 1981, before the
hreakup of AT&T, I supported propos-
als to lift some of the regulatory re-
strictions under which AT&T then op-
crated. At that time, I made clear that
.-my support was premised on the ac-
ceptance of certain amendments that
addressed legitimate anticompetitive
concerns. My support of 8. 173 is like-
wise premised on antitrust protections.

On balance, Mr. President, I belleve
that we Improve competition in the
telecommunications industry if we lift.
the manufacturing restrictions on the
B2l Operating Co. and allow them to
compete with the other telecommuni-
catfons manufacturers. While we must
not ignore the legitimate antitrust
cancerns that are raised because of
t!ie monopoly that exists in the local
exchanges, 1 am persuaded that the
s1feguards that are contained in this
legislation should provide adequate
protection to those companies that
will compete with the BOC's.

Mr. President, it is my view, that no
matier which way we proceed on S.
173, there are no guarantees. There
are no assurances that S. 173 will work
perfectly. However, I believe that the
responsible  regulatory bodies—the
Federal Communications Commission
and the various State commissions, as
well as the Federal and State antitrust
enforcement agencies—will insure that
the type of conduct that brought
about the MFJ in the first place, will
not be repeated. In fact, these agencles
and the Bell Operating Cos. them-
svlves, should be duly warned that if
anticompetitive conduct rears its head,
this Senator will be back before this
body with whatever legislation Is
aeceded to correct the situation.

The aiternative to this legislation,
Mr, President, would be retaining the
status quo. This also provides no as-
surances. There {8 no conclusive proof
that If we defeat this legislation we
will retain the competitive edge In
telecommunlcations technology that is
so important to our industrial stand-
ing worldwide. There {s also no conclu-
sive proof that consumers will benefit
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from lower rates and a wider variety of
products.

In the end, Mr. Presldent it comes
down to a balancing of interests and
protections. In my view, such balanc-
Ing tips the scales In favor of this leg-
islation, and, therefore, I will support
and vote for passage of 8. 173.

Mr. BRADLEY. Mr. President, I
wish to take this opportunity to cor-
rect some erroneous information that
may have been communicated in the
course of remarks on 8. 173 today.

The suggestion made today that
AT&T may have sold some portion of
Bell Laboratories Is completely false. 1
have been assured by AT&T repre-
sentatives that no portion of AT&T
Bell Labs has been sold to any comps-
ny, domestic or foretgn, and no such
sale is contemplated.

More than any other single Institu-
tion, AT&T Bell Laboratories has
helped weave the technological fabric
of modern soclety.

It is the birthplace of the transistor,
luser, solar cell, light-emitting diode,
digital switching, communications sat-
ellite, electrical digital computer, cel-
lular moblle radio, long-distance TV
transmission, -artificial larynx, sound
motion pictures, and stereo recording
as well as many major contributions to
the telecommunications network. It
has more than 22,000 patents, averag-
ing one per day since the company’s
founding in 1925.

The mission of AT&T Bell Laborato-
rics is to design and develop the infor-
mation movement and management
products, systems, and services needed
by AT&T, to provide the technology
base for AT&T's future business, to
search for new scientific knowledge,
and to apply sound R&D techniques
to AT&T's manufacturing facilities.

To accomplish this mission, Bell
Laboratories currently has some
29,000 employees in 8 States and 9 for-
eign ‘countries. About 4,000 hold doc-
toral degrees in 19 disciplines.

At the time the AT&T divestiture
occurred, AT&T pledged not to under-
cut its long tradition of commitment
to research at Bell Labs. AT&T has
more than lived up to that commit-
ment. Although AT&T overall has had
to cut back on the number of people it
employs and has undergone consider-
able reorganization since divestiture, it
has increased rather than decreased
its rescarchers and funding at Bell

At divestiture, on January 1, 1984,
AT&T Bell Laboratories employed
19,300 people and had an annual
budget of $1.9 billion. On December
31, 1990, Bell Labs employed 22,200
people directly, and its budget for last
year was $2.9 billion. In sddition, an-
other 8,000 people at AT&T were en-
gaged in closely related research work.

Early in 1981, Bell Labs researchers
set two world records for the shortest
and fastest laser light pulses. The
laser generates 350 billion pulses a
second. each one shorter than one tril-
lionth of a second. The fastest com-
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mercial system today generates 2'/- bﬂ-
lion pulses a second.

Other Bell Labs scientists hsve dem-
onstrated the world’s first digital opti-
cal processor, an experimental ma-
chine that carries out information

' processing with light rather than elec:

tricity. The processor is a major .ad-
vance toward an optical computer that
could eventually be one thousand

‘times faster than today's best ma-

chines.

Mr. President, I am proud to’ aay
that AT&T Bell Laboratories remains
a premier research institution in New
Jersey, in the United States, and in
the world.

Mr.. CRAIG. Mr. President, I rise to
support 8. 173, the Telecommunica-
tions Equipment Research and Manu-
facturing Act of 1991, which will effec-
tively lift the manufacturing restric-
tions imposed on the seven Regfonal
Bell Operating Cos. created by the
AT&T divestiture,

The manufacturing restriction has
kept the Bell Cos. from playing & role
{n the development of technology and
the production of tel
equipment. In an era when technology
is rapidly evolving, this kind of restric-
tion simply cuts our competitive edge
with foreign producers. Maintaining
the manufacturing restriction will
only push our communications prod-
ucts industry farther behind the rest
of the world.

Communications technology has
great potential for improving the
future of rural States, affecting rural
life in a variety of ways, from educa-
tion to health care delivery. Rural
America deserves to enjoy the benefits
of these developments.

. 8. 173 will open up more of these op-
portunities by allowing some of the ex-
perts in the field more flexibility to re-
search, develop, .and manufacture
these high-technology products. 8. 173
will establish a telecommunications
policy that will generate new jobs for
American workers and new telecom-
munications products and services for
American consumers.

Opponents of this legislation have
argued that the bjll would allow the
Bell Cos. to revert to predivestiture
monopolistic practices. It has been as-
serted that this legislation will allow
the Bell Cos. to abuse their telephone
franchises, harming competitors and
telephone ratepayers by using tele-
phone service revenues to subsidize re-
search and development. Mr. Presi-
dent, S. 173 contains safeguards to
prevent this sort of abuse.

The legislation preverits the Bells
from manufacturing in afffliation with
other Bell Cos. This ensures that the
seven Bells are in competition with
each other. The bill also requires man-
ufacturing operations to remain sepa-
rate from the telephone operations to
prevent cross subsidization. Minimum
requirements constituting separation
are outlined in the legislation.
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8. 173 also requires that 10 percent
of the manufacturing affiliate must be
made available on the open market to
outside investors. It requires the man-
ulscturing affiliate to sell its equip-
‘naenit 10 other telephone companies at
the same price, without discrimination
en tevms and eonditions.

Mr. President, 1 have read the Com-
merce, Sciemce, and Transpeortstion
Committee’s report on 8 173 very
carefully. The safeguards contained in
the legisiation are clearly outlined in
the report.

Mr. President, I can understand the
initial concerns and fears some may
have with the changes this legislation
weuld make by lifting the manufactur-
ing restrictions imposed on the seven
Bell Cos. However, if one looks at the
changes that have occurred in the {n-
dustry, the competitive base that now

exists, and the clearly defined safe.

zuam in the legislatfon, I am sure

that these fears would be dispelled. As

. & cosponsor of S. 173, I hope that my

fellow colleagues will read the legisla-

tiorr and committee report carefully,

and support this timely, important leg-
fsiation.

* Mr, PACKWOOD. Mr. President, I
rbatodaywaupporl',hegoalsols
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BOC’s as to make the bill meaningless.
We should consider such safeguards as
this bill moves forward through the
House and through conference.

Mr. Prestdent, although I support
the thrust of 8. 173, I must ralse
strong objections to the so-called do-
mestic content provisions. This provi-
sion requires that all manufacturing
for sale in the United States be per-
formed domestically, and arbitrarlly
limits the use of non-U.S. components
to a certain percent of the sales reve-
nue from the manufactured equip-
ment.

This represents exactly the wrong
policy at the wrong time. At a time
when U.S. telecommunications exports
have been increasing, this provision
would invite our foreign trading part-
ners to take retallatory action and
close their doors to U.S.-manufactured
goods. At a time when we are Lrying to
negotiate market-opening commit-
menis in the Uruguay round, this pro-
vision, if enacted, would seriously un-
dermine those negotiations.

‘The provision would not create jobs
{n the United States. In the long run,
it would have the opposite effect. be-
cause YU.8. companies would be less

173—=to p U8 tith
i global telecommunications markets
and to preserve U.8. leadership in de-
innovative telecommurdea-
tions technologies. These are lsudable
goals. and ones the U.S. Senate should
to achieve. 8. 173 moves us in the
!id:tdream
Mr. President, I come to this deb

itive if they are forced to use
components they would not otherwise
use. The comsumer would suffer as
‘well, in the form-of higher prices.
Finally, the domestic content provi-
ston would violate existing U.S. inter-
national obligations under the GATT
and under vlmmny every other U.S.
trade agr

with a lot of history on this issue. I
was chatyman of the Commerce Com-
mitee when the Senate passed 8. 888—
a bill whlch at the une.‘was the most
1 for el in
the communications laws in almost 50
years. Many of the participants in this
debate today were active in that dis-
cussion,
Ten years have passed, and the tele-
communications industry looks sub-
stantially different. We considered 8.
888 before the divestiture of AT&T.
- The Bell Operating Cos. did not exist
as geparate entities. In spite af these
changes, many of the fsgues have not
changed.

The basic question iz Should we
alfow seven of the bizg‘ent. most knowl-
nfes in the country to manufact\ne
equfp t? I bell the
that question is yes.

Clearly, we must ensure the Bell Op-
ersting Cos. do not use their monopoly
power to gain some advantage In the
competitive manufacturing arena. We
also must ensure the smali, rural tele-
phone compantes are treated fairly. Fi-
nafly, and most. importantly, we must
ensure the eonsumer, the local rate-
payer, does not pay for the entry of
the BOC's into manufacturing.

‘8. 173 contains safeguards to help

.protect against these abuses, There
may be other safeguards that eould be
added that would not so hamstring the

Mr. President, in spite of my opposi-
tion to the domestic content provision,
I plan to support 8. 173. It is my hope,
however, that as the bill moves
through the House and through con-
ference, ft will be amended to take
sfm of my concerns about this provi-

on.

Mr. LAUTENBERG. Mr. Presldent
1 rise in opposition to 8. 173.

Mr. President, let me begin by
saying that I support the general goal
of this legislst(on—w preserve Amerl-
m S tel {fons 1
and to promote American jobs. I ap-
p!aud the d.!stingulshed chalrma.n o!’

Hou.nms. for his commitmenc to in-
creasing American veness,
The issuea before us have often been
portrayed as s fight between two large
corporate interests—the Regional Bell
Operating Cos. on one side, and AT&T
on the other. Mr, President, what Is at
stake fs much more than that. The
issue is how to assure that America
hes the best telecommunications
system in the world. The issue i{s how
to assure that Ameriea keeps its lead
ln the dulgn tllevelopment. and manu-

jons

equlpment and the design, develop-
ment, and provision of telecommunica.
tions services. That leadership means
jobs for Americans. That leadership
means benefits for our y as
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The future of our telecommunica-
tions industry affects not only the
companies in the industry Itself, it af-
fects the future of every American
company that relies upon our telecom-
munications system. In the informa-
tion age, our telecommunications
system is as much a part of our infra-
structure as our roads, ralls, airways,
and waterways. Our economic produc-
tivity and our competitlveness, de-
pends In significant part on our ability
to process, to convey, and to share in-
formation efficiently. .

The telecommunlications industry is
an especlally important one in my
State. The Nation's leading telecom-
munijcations research and develop-
ment facilities, Bell Labs and Bellcore,
are located in my State. So are tens of
thousands of other employees of
AT&T, New Jersey Bell. and other
telecommunications manufacturers
and service companies.

1 agree that we need to promote
competition in telecommunications.
Competition brings Innovation, and in-
novation brings efficlencles. Innova-
tion means better products, more
sales, and more jobs. .

On its face, this bill seems to pro-
mote competition, by increasing the
number of competitors. -

However, Mr. President, more com-
petitors does not necessarily mean
more competition. Particularly when
some of those competitors are monop-
olies. And that's the nub of the prob-
lem.

Almost by definition, monopolies are
tmmune from many of the constraints
of a free market. 50 when they take
this immunity and move into 8 com-
petitive market, real concerns &re
raised. Concerns about fairness to the

yolies' cor S. Concerns
about falmess to the monopolies’ com-
petitors, and concerna about maintain-
ing competition in the {ndustry.

These concerns are based largely on
the threats of anticompetitive self-
dealing, and cross-subsidization.

Of course, the bill does contain pro-
visions that are designed to prevent
these abuses. But I am not convinced
that these assurances are adequate.

Take, for example, the bill's provi-
sions on self-dealing. The legistation
says that a Bell Telephone Co. Is sup--
posed to provide unaffillated manufac-
turers with comparable opportunities
to sell it equipment, and may only pur-
chase at the open market price.

The Ianguage Is simple and straight-
forward, Mr. President. But applying
it to the real world of business will be
extremely difficuit.

Pirst, there by be no benchmark—no
standard of comparison—by which to
determine an open market price. For
ex le, if & '-rmrlnf affllfate
sells all of its equipment to its parent,
there could be no open market. And
without an open market, with a range
of similar prices, there can be no open

whole.

market price.

-
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Compounding matters, manufactur-
ing affillates will often develop equip-
ment that s customized to fit the
unique needs of its parent. o not only
will there be no outside sales by which
to determine similar prices, there may
be no products at all on the market
that are similar.

Under these circumstances, it could
be virtually impossible for the FCC to
determine whether the price pald to
an affiliate represents the open
market price, or whether the transac-
tion amounts to improper self-dealing.

Mr. President, just for the sake of
argument, let us say that the FCC can
find similar products with similar
prices, and so can ascertain an open
market price. It's still going to be ex-
tremely difficult for the Commission
to adequately police self-desling
abuses.

For one thing, it could take an army
of FCC personnel to Identify viola-
tions and adjudicate complaints. Yet
GAO Indicated that the FCC has the
resources to fully audit each major
telephone company only once every 16
years. .

Mr. President, every year, the
RBOC's enter into thousands of equip-
ment transactions. Even If a small por-
tion of these were taken to the FCC,
the Commission would lack the re-
sources to deal with them. And, given
the tlght budgetary constraints we
now face, I just don't think it's realis-
tic to expect that they'll have substan-
tially greater resources any time soon.

Also, even If it were possible to iden-
tify abuses, and even if the Commls-
slon is provided with a huge Increase
in personne), it's still not clear that
the bill provides an adequate remedy
to the self-dealing problem. Under the
bill, the FCC would act on self-dealing
claims only after the fact—that is,
after an RBOC has failed to buy a
product from a competitor. By the
time the competitor brings a claim to
the FCC, and a decision is rendered,
the competitor and other manufactur-
ers may be out of business.

Mr. President, the point is not lack
of faith in the people who run the
RBOC's. To the contrary. Speaking
at least of the people I know in New
Jersey, these are some of the most
honorable corporate citizens I know.
The problem is with the inadequacy of
FCC and State regulation in such a
complex, difficult area.

Mr. President, AT&T was broken up
not because it was a dishonest compa-
ny. It was broken up because the
structure of the market—namely,
AT&T's domihance as a monopoly—
created Incentives for anticompetitive
activity resulting in unfairness to tele-
phone users and to other competitors.
And it was widely believed that, with-
out changing the very structure of the
company, regulation could not do the
job.

I realize that times have changed,
and now Instead of one glant company
we have seven. But 850 long as the
RBOC's can take asdvantage of thelr
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continuing monopoly over local tele-
phone service, many of the same con-
cerns that led to divestiture still apply.

After sll, if the RBOC's all bought
from themselves, they could choke off
competition for 70 percent of the do-
mestic market for high-technology
telecommunications equipment. If
that happened, R&D at other equip-
ment manufacturers, such es that con-
ducted st Bell Labs in New Jersey,
would 'probably be cut substantially.
In fact, if the bill is enacted in {ts
present form, just the risk of a closed
market could lead to a significant re-
duction {n R&D among the RBOC's
competitors.

The end result could be fewer U.S.
jobs, lower quality products for Ameri-
can consumers, and American busi-
nesses, and reduced U.S. competitive-
ness.

Mr. President, it is clear to me that 1

am {n a minority. This bill s going to-

pass the Senate.

But, 1t is my hope that it will be im-
proved in the House. It 13 my hope
that if the RBOC’s are given legal au-
thority to enter manufacturing, they
will do 8o In a way that preserves open
and competitive markets. It s my
hope that thelr operating companies
will choose equipment on the basis of
what can best serve the needs of their
customers.

But, Mr. President, without ade-
quate assurances bullt into the stat-
ute, I feel compelled to vote against
the biil. .

Mr. DURENBERGER. Mr. Presl-
dent, the proposal which my col-
leagues and I are considering today,
the Telecommunications Equipment
Research and Manufacturing Compe-
tition Act of 1891, will inaugurate a
new era for the telecommunications
industry In the United States. Because
this industry and the services it pro-
vides are such an integral part of bus{-
ness operations and In the lives of con-
sumers, the benefits of this bill will
ripple throughout all aspects of Amer-
ican life. In my judgment, S. 173 will
expand the services enjoyed by con-
sumers and ensure the leading posi-
tion for the American telecommunica-
tions industry.

Fundamentally, S. 173 is an issue of
competitiveness. It is not about undo-
ing the divestiture of AT&T and the
antitrust provisions of the modified
final judgment. In the course of the
ccurt-ordered divestiture, the poten-
tial of seven world-class manufacturers
has been -thoroughly squelched. This
should not have been the case. 8. 173
will help to realize the stifled poten-
tial of the Bell Operating Cos., while

preserving the protections established-

in the modified final judgment.
As important as divestiture and the
MFJ i3 to fairness and ition in

87101

ber that it was charged w prevent
unfalr tition. not tectl
from competition, within thls crmcal
industry.

The passage of 8. 173 stands to oﬂer
a multitude of blessings and benefits
for American consumers; for Amerivan
businesses, and for our national com-
petitiveness in the world marketplace.
Pennlttlnz the Bell ;)penunz Cbu. to

r h an
well as to manufacture teleeommunl
cations equipment, will permit the de--
velopment of new and innovative serv-
fces and provide a new source of ledd-’

‘ership and innovation in the world

marketplace,

Of course, unleashing such powér 'is-
not without risks. Important segments
of American soclety who have a stake
in the tel tons 1. ry—
consumers, smaller ‘telephone -compa-
nies and manufacturers—have legiti-
mate concerns which deserve to be ad-
dressed. Adequate safeguards and reg-
ulatory authority must be included
with this proposal to ensure that con-
sumers do not suffer from increased
costs and that smaller manufacturers
do not suffer from unfair competition.

The superfor resources of the Bell
Operating Cos. must be kept in proper
check so that 8. 173 creates seven-
more competitors, not Just seven
mega-manufacturers. Existing produc-
ers must not be shut out of the mar-
ketplace through widespread self-deal-
{ng. They must have the opportunity
to work in concert with the operating
companies md the new manu!u:turem
of | Tevel
and natfonally lntegrabed telecom-
munications system.

Providers of services, including
smaller telephone companies and co-
operatives, ought to be protected from
the risks of uncompetitive pricing and
inaccessible, but  nonproprietary,
design specifications between the Bell
Operation Cos. and their new manu-

facturing entities.
In my jud t, these ms
have been effectively: addressed.

Thanks to the efforts of Senators HoL-
LINGS, DANPORTH, AND PRESSLER, I be-

" lleve the amendment adopted yester-

day strikes the balance necessary to
safeguard against unfair competition
for small telephone companies and
small manufacturers. The Pressler
amendment ensures that small manu-
facturers and telephone companies
will be able to play a part in the build-
ing of this Nation's new telecommuni-
cations system. Under this amend-
ment, design specifications must be
shared among producers and carriers.
Self-dealing protections will'guarantee
that non-Bell manufacturers will con-
tinue to have access to markets. New
and enh d FCC and State regula-

the marketplace, we cannot permit the
fear of unfalr competition to paralyze
progress In the U.8. telecommunica-
tions industry. While the court’s role
in the divestiture of AT&T must not
be lightly dismissed, we must remem-

tions will protect against unfair finan-
clal relationships between the Bell Op-
erating Cos. and their new manufac-
turing entities.

1 am pleased to support 8. 173 and
the efforts of my colleagues to ensure
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that Ameriea is the leader of the tele-

- Mr, LEVIN. Mr. President, the lecls-
. latien .we are considering today is
about the future. The future of tech-
nology and telecommunications is ex-,
citing and great things appear on the
horizon that will benefit soclety if suf-
are made in inno-

he manufacturing
on the Reglonal Bell Operating Cos.
{RBOC's} we seek to bring that future
a little closer to the present and to do
it in & way that benefits both Amerti-
can workers and consumers

‘This bill s a pa.rtlculaﬂy difficult

qutfethe RBOC?H meparsate affiliates,
mctmlnehovnnedss:ws.
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which 8. 173 requires them to promul-
gate to prevent self-dealing, collusion,
and discriminatory pricing, or if com-
petition does not evolve, there exists
the ibility that s will not
see the benefits of Increased competi-
tion, But, the safeguards in S. 173
should act as a deterrent to any RBOC
that might consider engaging in any of
these activities.

‘This legislation offers the real possi-
bility for the stiulation of the creative
process in a competitive market by al-
lowing the RBOC's to be involved in
the design and develc t phase of
manufacturing. The current language
of the modified final judgment and
the court’s interpretation of it creates
obstacles to effective research and de-

it of new tel jcations
products and software. Innovation

‘cannot take place efficiently under

these conditions and this results in
lost opportunities for jobs and new
ducts. Here are two examples of

of jobs in an area with enormous po-
tential

argued, on the other hand, that dislo-
cation and job

This authorizes the Pederal

ns Comsnission (FCC1
to. presnuigate regulations to prevent
the !ree market- l.rom being distorted
by titive vior by the

RBOC‘:. M, however, the FCC does
not effectively enforce the regulations

how 8. 173 would improve the chances
that our Nation will enter the 2ist
century with a telecommunications
system worthy of one of the most
technologically advanced socleties in
the world, and do it with a positive
balance of trade.

Under the current manufacturing
ban, manufacturers who would like to
produce a product for a telephone net-
work cannot work closely with the
RBOC's on the testing of the product
within the network in a completely
free and open manner. The relation-
ship must proceed in a trzil-and-error
fashion. The Commerce Committee's
report details the inefficlent develop-
ment process in the following way:

If » manufacturer tests s piece of equip-
ment on the BOC network, BOC engineers
can tell the manufacturer that the product
does not work, but they cannot tell the
manufacturer why the product does not
werk or how to fix it. The manufacturer
must return to its own shop and try again,
with no idea what the problem is. Such a

in the “trial-
and-error”’

ust
until the facturer
the
effort completely.

bl or the

Without a free exchange of scientif-

fc and logistical data between parties

seeking to develop new products, crea-
tivit.y is stifled.

A second example of how creativity
is stifled by the manufacturing ban is
the prohibition on innovation from
within the RBOC. Currently, if a re-
searcher or employee of one of the
RBOC’s has an idea to create a prod-
uct, which may or may not be commer-
cially attractive to manufacturers,
there is no simple and cost-effective
method to formulate the specifics so
as to bring it to market. For {nstance,
assume one of the RBOC's has an em-
ployee who has a proposal for a digital
central process unit (CPU) that would
reconfigure transmitted frequencies or
voices to suit the hearing pattern of
the reciplent, making it possible to
compensate for a specific type of hear-
ing loss or impairment. Such a product
or service would allow certain individ-
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uals to have greater access to the com-
rounications network. The profitabil-
ity of the product Is certainly of inter-
est to the RBOC in question, though
its interest may primarily be in stimu-
1ating network usage and not necessar-
ily focused on that product’s profit
margin. But, the RBOC’s provision of
sufficiently detalled technical specifi-
cations to an outside manufacturer in
order to make this product would most
likely be a violation of the modifted
final judgment. Under the bill we are
considering, the RBOC will be allowed
to develop this technology and manu-
facture this product through its own
affiliate., or another contractor. The
net result could be making avallable to
consumers a product that might not
otherwise be generated as a result of
current production arrangements.

Allowing greater interaction between
the RBOC's and manufacturers,
whether it be the RBOC's own afflii-
ates or not, is not without possible
antitrust implications. This issue was
an integral part of the original deci-
sfon to separate AT&T from |it's
wholly owned manufacturing subsidl-
ary, Western Electric. The fear that
the RBOC's will engage in preferential
dealing with their individual affiliates
to the exclusion of other manufactur-
ers has been aired by several parties.
But the bill's safeguards should pro-
vide adequate protections against such
an event,

Predicting the future accurately is
not always easy. But sometimes we
need to test the edges of the envelope
if we are going to create the future
that we want. Removing some restric-
tions on the RBOC's should help keep
the United States at the forefront of
the technological changes that have
created the new information age. This
should create more American jobs,
better end lower cost products, and im-
proved quality of life. Should these
predictions not come true and the
RBOC's do not live up to the inten-
tions they have stated or to the safe-
guards presented in the blll, Congress
will be In a position to reenter the
issue and act on the then existing con-
ditions in the public interest.

Mr. LEAHY. Mr, President, techno-
logical advancements in our ability to
transmit  information have been
breathtaking in recent years and it is
probably safe to say that this is only
the beginning. Nor is it only technolo-
gy that is changing—the structure of
the Industry itself has undergone &
profound transformation since the
breakup of AT&T in 1884. That break-
up resulted in the development of a vi-
brantly competltlve mmu!acturlng
market with th
nies getting into the buslnem. 1t led as
well to healthy competition in long
distance and to a burgeoning and com-
petitive market in Information serv-
ices.

The bill befotre us today. by lifting
the manufacturing restriction and al-
lowing the baby iis, through sepa-

-
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-
rate al{iliates, to enter manufacturing,
will increase that competition.

I have always supported measures to
increase our international competitive-
ness and enhance our technological
base. At the same time, I think the
d s of cross-subsidies and self-
dealing are very real. The baby Bells
will inevitably have an incentive to
buy from thelr own manufacturing
subsidiaries to the exclusion of inde-
pendent competitors. They will also
have an Incentlve to maximize the
costs allocated to themselves—since
those costs can be passed on to the
ratepayers—while minimizing the
costs allocated to their manufacturing
subsidiaries. The result of such behav-
for would be to injure consumers and
[ndependent competitors alike.

I do belleve, however, that these
dangers have been diminished by the
safeguards bulilt into the bill and those
added ‘by the amendments we have
adopted in the ast 2 days. These safe-
guards will, among other things, pro-
tect rural phone companies, require
States to audit the manufacturing af-
filiates of the regional Bells and guar-
antee access to their books.

I will be frank In saying that I
looked forward to supporting Senator
Inouve's amendment, which he with-
drew. That amendment would have
put reasonable limits on the degree to
which the regional Bells can purchase
from their own subsidiaries. But I am
pleased by Senator HOLLINGS' assur-
ance that he will consider Senator
INOUYE's ideas on limiting self-dealing
when it comes time to conference this
bill with the House.

Let me add one other point. Since S.
173 was (ntroduced, many businesses
and consumer groups have visited me
to express their concern that it would
be only the first in a series of bllls to
overturn all of the line-of-business re-
strictions piaced on the regional Bells
by the moditied final judgment.

I want to make It very clear that as
far as I am concerned, this bill is not
the camel's nose under the tent when
it comes to long-distance or informa-
tion services.

I am particularly concerned about
the implicatlons of lifting the restric-
tion on information services. Of

_ course, there will be ample time to
consider that fissue if it ever comes
belfore us. But nothing in my support
of this manufacturing -bill today
should be construed as indicating sup-
port for the lifting of any other re-
striction.

Mr. President, in closing. let me say
that, assuming- this leglslation is en-
acted into law, I will be watching the
development of telecommunications
manufacturing with great interest.
The regional Bells have made broad
representations in supporting this bill.
They have assured us that letting
them into manufacturing will increase
American competitiveness and benefit
American consumers. They have
promised that they will not engage Iin
cross-subsidization or unfair self-deal-

CONGRESSIONAL RECORD — SENATE

ing. It is up to the FCC and the Con-
gress to hold them to their word.

Mr. DODD. Mr. President, regretful-
ly. 1 rise today in opposition to passage
of 8. 173, the Tel

$7103

s not concerned sbout new competi-
tion; it is concerned about the poten-
tial for the establishment of an unfalr
playing field with the emactment of
this

Equipment Research and Manufactur-
ing Competition Act of 1881,

The goals of this measure are admi-
rable and ones that I fully support,
Our competitiveness overseas is an
issue vital to the health of our econo-
my—and especially in the field of tele-
communications which is one of the
keys to future growth in this the in-
formation age. In this regard, figures
showing a trade deficit in telecom-
munications equipment are certainly
alarming, when our dominance in the
industry was unchallenged just a
decade ago. We must look closely at
current policy which prevents nearly
50 percent of our telecommunications
industry from participating in product
development and manufacturing and 1
oomplimem. the chairman and the

Ci ittee . for their
thoughtrul work in this area.

Earlier today, Senator INouys and 1
offered an amendment that I believe
would have added some important
safeguards to this blll and, although
our amendment was not adopted, I am
hopeful that the specific issues ad-
dressed in our amendment will be con-

sidered as this bill proceeds. As this

bill is however, I am concerned that
the safeguards it Includes do not go
far enough to lessen the opportunities
and tncent.lm for the Bell Co. to
itive behavi
this manufacturing enterprises at the
expense of ratepayers, other consum-
ers and manufacturers.

The record of anticompetitive behav-
for in this industry is difficult to
{gnore when considering this issue.
The original divestiture of AT&T was
brought on by some of the worst anti-
trust gbuses in our history. More re-
cently, the US. West and NYNEX
scandals were on front pages around
the country. It is unclear that this bil}
will do enough to discourage such be-
havior in the future.

1 am pleased that the Simon and
Metzenbaum amendments were adopt-
ed earlier. I believe that, in improving
the regulatory safeguards in this bill,
these changes go a long way to ensure
that local ratepayers and other con-
sumers will be shielded from the costs
of any anticompetitive behavior.

However, the potential for self-deal-
ing abuses remalins. While the Region-
al Bell Co. maintain monopoly control
over local telephone service, opportu-
nities and Incentives exist for them to
frustrate and impede competition.

Our telecommunications manufac-
turing industry has grown during the
last 10 years and has brought to us a
plethora of new products—everything
from network switches to consumer
services such as call waiting and caller
ID. This {8 not a weak industry—its ex-
ports are increasing and are daily gain-
ing on the trade deficit. As I said earli-
er in this debate, this vibrant industry

In this regard, I am pleased that the
potential for self-dealing will be
looked at closely in conference and am
hopeful that measures such as those
suggested by Senator INouyx and I
will be included in the conference
report. ¥ am hopeful that, at that
time, I will be able to support a meas-
ure that ensures @ fair market and e€s-
tablishes s system that produces the
best products at the least cost. In &
competitive market, ratepayers, other
consumers, the manufacturing Indus-
try, our international competiti
and the Bells themselves will all bene-
{fit. However, until a compemive
market can be guaranteed, the risks to
consumers, to manufacturers and to
the industry are too great.

Mr, President, I urge the rejection of
this bill.

Mr. HARKIN. Mr. President, I rise
to express concern about S. 173, .

The telecommunications and infor-
mation industries are enormously im-
portant to our Nation's economy be-
cause they play an increasingly impor-
tant rode in the lives of our citizens,
both at work and in the home. The en-
actment of 8. 173 would undoubtedly
influence the evolution of these indus-
tries for many years to come. The bill
thus warrants careful scrutiny.

It is tmportant to remember that the
modified final judgment is the product
of two major governent suits involving
decades of alleged antitrust violations
by the former components of the Bell
System. The manufacturing restric-
tion was imposed on the Bell Cos. be-
cause they maintained the local tele-
phone monopolies when AT&T broke
up in 1984. Divestiture was costly and
disruptive, but many think it was
worth the beneﬂt.s thnt resulted !rom
increased :
manufacturing and in long distance
telephone services. In those two areas,
prices are down, quality Is up and con-
sumer choices have expanded.

The question which must be ad-
dressed is whether removing the man- -~
ufacturing restriction will increase
competition, or reduce it. According to
Bell Communications Research, the
joint research arm of the 7 regional
companies, there are now 9,000 supptl-
ers of products to the Bell System, a
remarkable increase over the 2,000
which existed in 1984. But would 8.
173 simply add seven major new play-
ers to the market or allow for the dis-
placement of already existing compei-
tion? If the latter is true, then I can't
help but be concerned.

If the Bell Cos. are allowed to manu-
facture the big ticket telecommunics-
tions equnipment necessary to operate
their networks, they would almost cer-
tainly bay from their own manufac-
turing affitates thus excluding other
suppliers in the marketplace. By
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having ownership interests in their
suppliers, the Bell Coa. would have the
opportunity and the incentive to
charge themselves higher prices for
the equipment, passing on the extra
charges op to their captive ratepayers.
In the end, it is these ratepayers who
are forced to fund the local telephone
‘monopoly becuase they only have one
telephone service form which to

-chogse. A system such as this would

‘inevitably lead to higher rates for con-

suimers.
. I'm’also concerned about institution-
al questions embodied in this bill. Con-
gréss’ often changes rules of decision
by amending the law on which a court
decision {3 based; but amending judi-
€élal ‘consent decrees, especially where,
- a8 here; we are not touching the stat-
‘ute 'on which the decree Is based, is

highly unusual. I am worried that’

Congress may be getting a bad prece-
dent by amending judicial consent de-
crees under these conditions. Most of
.us have only a passing famillarity with
the evidence in U.8. versus AT&T, and
I doubt that any of us had read the
court rulings that we would be over-
turning with this statute. Should the
disposition . of  antitrust litigation,
. based-on our Nation’s most venerable

- trade regulation statute, the Sherman
Act, and abundant specific evidence of
anty Y duct, really be
-second-guessed - in & forum that has
not carefully reviewed the record?

Mr; - President, communications
equipment shipments grew at a rapid
pace during the 1980's and today the
telecommunications manufacturing in-
dustry: in. America is healthy, vibrant,
and still growing. Many industry ex.
perts attri the of tel
muniestions in Americs to the indus-
try-structure that was put in place by
the -1982 antitrust decree. Mr. Presi-
dent, 1 think is is very unwise to turn
back the clock now by passing bad leg:
slation when we have a strong and
srowing industry.

Mr. RIEGLE. Mr. President, I rise
. -88 & cosponsor of 8. 173, the

Telecommunications Equipment Re-
search and Manufacturing Competi-
tion Actof 1991,

Qur great challenge as a nation is to
-rebulld our industrial base so all citi-
gens can obtaln quality jobs. In order
to do this we must save more, invest
more, become better educated and
.more -productive, and increase our
technological base. Lifting the manu-
factyring restrictions on the Bell Cos.
_hag the potential to both improve our
technological base to meet the needs
of the next century and improve our
industrial base by investing in and cre-
ating more manufacturing jobs at
home,

In the 7 years since the modified
final judgment placed manufacturing
restrictions on Bell Cos., our trade po-
sition in the field of telecommunica-

tions has declined rapidly. Shortly
before the MFJ, we had a surplus in
telecommunications trade. Last year—
&:year. in which there was some Im-
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provement—we had a telecommunica-
tions trade deficit of about $800 mil-
lion. Since 1984, our cumuilative tele-
communications trade deficit has ex-
ceeded $15 billion.

Our own trade position may be
worse than an initial look would lead
us to believe. A significant quantity of
the components in American manufac-
tured telecommunications goods were
produced abroad. In addition, much of
the export value attributed to the
Uniteéd. States comes from foreign
owned companies that have plants in
the United States. And the trend
toward forelgn ownership of telecom-
munications companies in the United
States has accelerated: dozens of U.S.
manufacturers have been bought by
foreign manufacturers since the man-
ufacturing restrictions were put in
place. While we should not complain
that foreign-owned companies are
manufacturing and - investing in the
United States, we would be {n a much
better position if more U.S. manufac-
turers were owned by U.S. entitles.

While our trade deficit continues to
grow, our foreign competitors have
ratcheted up their abllity to compete
in telecommunications, Japanese firms
have dramatically increased their
spending in research and development
over the past decade. And this new
push comes as if the Japanese tele-
communications industry were not al-
ready doing well. Far from {t: Japan
had a $22 billlon surplus with the
United States in telecommunications,
computers, and electronics last year.

The trade figures I have cited are
not some abstract figure on a ledger
sheet—they represent lost jobs and
lost opportunities for American work-
ers. Since 1984, 60,000 telecommunica-
tions manufacturing jobs have been
gent abroad. In my State, Michigan
Bell has lost half of its workforce and
the Communications Workers of
America has seen its membership
dwindle over this period.

The jobs that are being lost are

 high-quality jobs that enable workers

to own homes and send their children
to college. Too often for the workers
who lose their jobs and for workers
who never had the opportunity to get
these good jobs, the alternatives are
far less attractive—mostly in lower
paying areas in which their skills will
be underutilized. Many of the prob-
lems we have as a soclety—crime, drug
abuse, racism—are made worse when
the number of good jobs shrinks. And
we will continue to see these American
jobs move to Mexico, or China or
Japan, or some other country unless
we do something to turn this around.

The manufacturing restriction on
the Bell Cos. currently in place pre-
vents us from putting our best team
on the field; and in our extremely
competitive world, that means that we
will lose games that we should win. We
simply cannot continue to afford to
leave major players out of our lneup.

The Bell Cos. have a great deal of
expertise in telecommunications. The
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seven Regional Bell Operating Cos.
employ 2 percent of all American
workers and have annual revenues of
$77 bililon. It's time we allowed them
to get back Into the business of pro-
ducing telecommunications equip-
ment.

At the same time that the manufac-
turing restrictions are lifted, there
must be safeguards to ensure that con-
sumers will not be hurt and that com-
petitive U.S. manufacturers retain fair
access to markets. The bill contains a
series of provisions designed to pre-
vent abuses such as cross-subsidization
and self-dealing. The FCC has the
duty to enforce these provisions and
they must be rought in doing so.

Lifting the manufacturing restric-
tions should mean not that market
share is simply moved from one U.S.
company to another-—-it must mean
that jobs are created here and that
they remain here. Tough domestic
content provisions are vital to ensur-
ing that the United States regain its
leadership in telecommunications. The
bill requires that the Bell Co. conduct
all of their manufacturing in the
United States.

Yet despite the fact that the domes-
tic content provisions are supported by
both the Bell Co. and the Communica-
tions Workers of America, members of
the President’s Cabinet have indicated
that they weill recommend a veto of
this bill if it contains any domestic
content provision.

It is unfortunate that the adminis-
tration is taking this view—but it is
not surprising. For 11 years, we have
seen administrations sit and watch
while American jobs have moved over-
sens and left American workers worse
oft. The legistation we have on the
floor today is designed to improve U.8.
competitiveness with domestic content
provisions that ensure that jobs stay
in the United States. It is my hope
that should this bill reach the Presi-
dent with a domestic content provision
in it, he will ignore the advice of mem-
bers of his cabinet and signh a bill that
creates and keeps jobs at home.

I urge my colleagues to support this
bill and I thank the distinguished
chairman of the Commerce Commit-
tee for the leadership he has shown in
this matter.

Mr. BIDEN. Mr. President, I risé for
a brief statement on 8. 173, the Tele-

lcations { t Research
and Manufacturing Act of 1991, The
legislation, introduced by my very
good friend and the chairman of the
C ce C ittee, Benator Hov-
Lings, would allow the Bell Operating
Cos. [BOC's] to manufacture telecom-
munications equipment, one of three
lines of business from which they are
currently precluded by the modified .
final judgment of the AT&T cohsent
decree.

This legislation has many benefits
and Senatot Hoiriwes has worked
long and hard in producing a fine
product. His efforts to make U.S. com-
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panics move competitive International-
ly and at the same time proLecL Amerl-
can workers are to be
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to offer many advanced, highly spe-
ciallmd courses. They cannot afford to

In the end, my vote on 8. 113 isa
very close call. But I must do what I
believe s in the consumers’ best inter-
est—and that is to vote against the leg-
tslation.

My principal concern relates to the
issue of cross-subsidization.

My concern is that a BOC will create
a manufacturing subsidiary, which
would then customise its product as to
meet the special needs of the BOC.
The BOC would then provide ““‘compa-
rable” opportunities to other manufac-
turers to sell to It as S. 173 requires,
but the BOC would buy most of its
equipment from its own subsidiary
anyway—arguing that it is customized
to suit its needs. The BOC would then
pay inflated prices for the equipment,
with those inflated equipment costs
vassed on to telephone customers in
the form of higher rates. In this way,
consumers of local telephone service
would subsidize s BOC's manufactur-
ing subsidlary.

While 8. 173 does contain some safe-
guards on cross-subsidization, I do not
belleve that they are adequate. Thus, I
will vote against this bill today. If,
however, the issue of cross-subsidiza-
tion I3 addressed in conference by an
amendment limiting the ability of the
BOC's to engage In self-dealing, I re-
serve the right to vote for the bill at
that time. Given the benefits the bill
does offer, I sincerely hope that the
issue of self-dealing can be resolved in
conference.

AMENDMENT 282

Mr. SASSER. Mr. President. I am
pleased at the actlon of the Senate
last night In adopting the amendment
of my colleagues from South Dakota,
Mr, PRESSLER.

I am a cosponsor of this amendment,
which 1 belifeve wlll offer a valuable
measure of protection for our rurel
telephone companles. A modern. state-
of-the-art telephone network is critical
for rural America—critical for develop-
ment, critical for education, critical
for health.

Access to highly advanced telecom-
municationa facilities is essential for a
communlty to attract industry. More
and more business is driven by access
to Information. Companies require
access to visual transmission and the
capacity to use and send sophisticated
engineerlng and technological infor.
mation.

A company in my State of Tennessee
can communicate as easlly today with
Paris, France, as it could with Paris,
TN, 25 to 30 years ago. And unless a
telephone company can offer that
kind of telecommunications capacity
the local community will not be able
to attract business and jobs.

In the same way, a top-notch tele-
communications system offers rural
communlties access to educational op-
portunities that would otherwise be
closed to them. Many of the communi-
ties in my State simply cannot afford

[ 1 h salary to one
NATrow area.

Through modern two-way visual md
voice several
systems can pool their resources and
hire one teacher or obtain access to
university professors. There will be

major advancements {n this area in’

the near future and I want to assure
that rural Tennessee and rural Amer-
ica share in that future.

Medicine is another area which is be-
coming more and more dependent on
technology and telecommunications.
Communities which in the past were
lucky to have a doctor at all now send
data on thefr difficult cases to spectal-
ists and university hospitals. They can
consult with top speclalists, not by
trying to describe symptoms, but by
sharing the actusl test results. This
allows them to offer a level of care un-
dreamed of even a few years ago.

Mr. President, I've lived in rural
America. 1 remember when electricity
came to parts of my State. The next
generation of telecommunications
technology will be as basic and essen-
tilal as electricity was then. Our
amendment will ensure that rural
areas are part of that telecommunica-
tions revolution.

First of all, it requires the Bell Cos.
to make software and equipment avalil-
able to other telephone iies on
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fering it, and I thank the mamgem of
the bill for mpuns

Mr. RIEGLE. Mr. President, I would
like to clarify a couple points about
the enf t of the d tic con-
tent provisions. In particular, I would
like to ask the distinguished chairman
of the Commerce Committee, the
sponsor of the Telecommunications
Equipment Research and Manufactur-.
tng Competition Act of 1991 .and
whether i8 is the intent of the commit-
tee that the certification reguired
under aectlon 22'1 (eX3XCXI) be made
avallable to the public in a timely

This provi ires manu-
facturing affiliates to eerul'y that a
good faith effort was made to obtain
equivalent parts manufactured in the
United States at reasonable prices,
terms, and conditions.

Mr, HOLLINGS. The Senator is cor-
rect. It i3 the intent of the committee
to compel the Federal Communica-
tions Commission to make these certl-
fications avallable to the public in a
timely manner.

Mr. RIEGLE, I believe that Ameri-
can firms should have real opportuni-
tles to prove that they can provide
parts to manufacturing affiliates at
reasonable prices, terms, and condi-
tions, Therefore, I would also like to
nsk the dlst.lnxulah chairman of the
tee whether it is

a nondiscriminatory basis. This is par-
ticularly important in the area of soft-
ware, which is rapidly becoming the
key in telecommunications. All too
often prior to divestiture, rural tele-
phone compantes haa difficulty in ob-
talning access to equipment. We must
ensure that doesn’t happen again.

Second, our amendment requires the
Bell Cos. to continue to make equip-
ment avallable as long as reasonable
demand exists. The equipment used by
small companies is often not as profit-
able for manufacturers as are larger
systems. A manufacturer seeking to
trim his product line might be tempt-
ed to drop equipment vital to rum.l
telephone jfes. Qur d
will prevent that.,

Third, the amendment requires the
Bell Co. to engage in joint network
planning. Small telephone companies
need to be involved In the planning
process to ensure that the national
telephone network is accessible to all.

Finally, our amendment aliows inde-
pendent companies to go to oour'. to
enforce the saf ds

the intent ot the committee that the
requirements under section 227
(c)(3)(D)(D and section 227
(cX3XDXil) be fulfilled in a timely
matter.

Mr. HOLLINGS. The Senator is also
correct. It is the intent of the commit-
tee that the Federal Communications
Commisston fulfill its duty in a timely
manner to determine whether manu-
facturing affiliates have made a good
faith effort to obtain equivalent com-
ponent parts manufactured in the
United States at reasonable prices,
terms, and conditions. It is also the
intent of the committee that the Ped-
eral C tions C ission ful-
fill its duty In a timely manner {o de-
termine whether or not manufactur-
ing ‘affiliates have met the require-
ment that the percentage of compo-
nents manufactured outside the
United States does not exceed the
limits called for in the legislation. Fur-
ther, it is the intent of the committee
that the Federal Communications
Commlsslon rule in a timely manner

ints filed by suppliers claim-

the bill. This s a critical part of the
amendment. I must say I have not
been impressed with the FCC's sensi-
tivity to rural and other independent
telephone fes’ past- ~3
about refusals to provide equipment.
This part of the amendment will allow
these small teleph com fes to

lng to have been damaged because a
manufacturing affiliate failed to make
a good faith effort to obtain equiva-
lent parts manufactured i{n the United
States at reasonable prices, terms, and

for these clarifica-

obtain effective relief.

Mr. President, it was a pleasure
to work with the Senator from South
Dakota {Mr. PressLER] on this amend-
ment. He Is to be commended for of-

tions and for his leadership on this
legislation.

The PRESIDING OFFICER. The
bill 13 before the Senate and open to
amendment. If there be no further
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d t to be proposed, the ques-
tion is on the engrossment and third
-peading of the bill,

. -The bill was ordered to he engrossed
for a third reading and was read the
third time,

.'I'hg PRESIDING OFFICER. The

quest on the of the
bill, a5 amended. The yeas and nays
‘have not yet been ordered.

If-ozl:hﬂou.m(}s. They ?a.ve. I ns:ed
‘ e 'yeas and nays. I think the;
have been. . v
" The: PRESIDING OFFICER. Is
there a sufficlent second? There is a
sufficlent second,
. "'The yeas and nays were ordered.
The PRESIDING OFFICER. The
bill having been read the third time,
the question is, 8hall the bill pass?
The yeas and nays have been or-
dered and the clerk will call the roll, -
The bill clerk called the roll.
" Mr, FORD, [ announce that the Sen-
ator from Iowa [Mr. HARKIN], the Sen-
ator from Massachusetts [Mr, KENNE-
DY}, and the Senator from Colorado
{Mr. WirTH) are necessarily absent. I

CONGRESSIONAL RECORD — SENATE
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Be it enacted by the Senate and House of
Representatives of lhe United States of
America in Congress assembled,
SECTION 1. BHORT TITLE.
This Act may be cited as the “Telecom-

and -
ufacturing Competition Act of 1991,
SEC. 1. FINDINGS.

The Congress finds that the continued
economic growth and the internattonal com-
petitiveness of American industry would be
assisted by permitting the Bell Telephons
Compantes, through their affiliates, to man-

facture (incl design, d

and fabrication)

June 5, 1991

“{3XA) such manufacturing affiliate shall
conduct all of its manufacturing within the
United States and, except as otherwise pro-
vided In this paragraph, all component parts
of customer premises equipment manufec-
tured by such affiliate, and all component
parts of tel h 1
manufactured by such affiliate, shall have
been meanufactured within the United
States;

“tB) such affiliate may use component
parts manufactured outside the United
States ({—

(1) such affiliate firast makes a good faith
effort to obtain eguivalent component parts
manufactured within the United States at

fons equip-

ment and premises

and to engage in research with respect to

such equipment,

SEC. 3 AMENDMENTS TO THE COMMUNICATIONS
ACTOP 1934,

Title II of the Communications Act of
1934 (47 US.C. 201 et seq.) is amended by
adding at the end the following new section:

*“REGULATION OF MANUPACTURING BY BELL
TELEPHONE COMPANIES

“SEc. 227. (a) Subject to the requirements
of thiz section and the regulations pre-
scribed thereunder, a Bell Telephone Com-
pany, through an affiliate of that Company,

di restriction or obliga-

also announce that the Se from
Arkansas [Mr. PrYor] is absent be-
cause of {lness.

I further announce thsat, if present
and voting, the Senator from Massa-

any
tion imposed before the date of enactment
of this section pursuant to the Modification
of Final Judgment on the lines of business
in which a Bell Telephone Company may

chuse"tts {(Mr. Kexnepyl would vote
“aye,

Mr. BIMPBON. I announce that the
Senatoy from Rhode Island [Mr.
Caarez) is necessarily absent.

there any other Senators in the Cham-

may ure and provide tele-
i and manufac-
ture customer premises equipment, except
that neither a Bell Teleph C nor

r ns ble prices, tertms, and conditions:

an

“(1) for the aggregate of telecommunica-
tions equipment and customer premises
equipment manufactured and sold in the
United States by such affiliate in any calen-
dar year, the cost of the components manu-
factured outside the United States con-
tained in the equipment does not exceed 40
percent of the sales revenue derived from
such equipment;

“(C) any such affillate that uses compo-
nent parts manufactured outside the United
States in the ure of tel {
cations equipment and customer premises
equipment within the United States shall—

(1) certify to the Commission that a good
faith effort was made to obtaln equivalent
parts manufsctured within the United
States at reasonable prices, terms, and con- *
ditions, which certification shall be filed on
a quarterly basis with the Commission and
list component parts, by type, manufactured

ide the United States; and

any of its affillates may engage in such
manufacturing in conjunction with a Bell
‘Telephone Company not 8o affiliated or any
of its affiliates,

“(b) Any manufacturing or provision au-
thorized under subsection (s) shall be con-
ducted only through an affillate (hereafter
in this section referred to as a ‘manufactur-
ing affiliate’) that is separate from any Bell
‘Telephone Company.

*(c) The Commission shall prescribe regu.
lations to ensure that—

“(1XA) such manufacturing affiliate shall
maintain books, records, and accounts sepa-
rate from its affillated Bell Telephone Com-
pany, that identify all transactions between
the manufacturing affiliate and its affili-
ated Bell Telephone Company;

“(B) the Commission and the State Com-
miasions that exercise reguiatory authority
over any Bell Telephone Company affiliated
with such manufacturing affiliate, shall
have access to the books, records. and ac-
countsa required to be prepared under sub-
paragraph (A); and

“(C) such manufacturing affiliate shall,
even 1f it is not a publicly held corporation,
prepare financial statements which are in
With Federal financial reporting

ber who desire to vote?
The result was announced, yeas T1,
nays 24, as follows:
[Rolleall Vote No. 89 Leg.}
YEAS-T1
Adams Ford McConnell
Baueus - Powler Mikulski
Bantaen Carn Mitchell
Bingaman Core Murkowsk]
Boren Qorton . Nunn
Breaux Greham Packwood
Brown Crassley Pell
Heflin
Burdick Heims Robbm
Burns H Rockefeller
Byrd Jetfords Roth
Coats Rudman
Banford
Cohen Kasten - Barbanes
Eerrey Sheldby
Cratg Kerry
D’Amato Kohl Smith
Danforth Leshy Stavens
Daschle - Lavin Symms
DecConcinl - Lott T
Domenict Lugar Warner
Mack Wellstone
Exon McCain L
- NAYS—2¢
Akaka Qlenn Nickles
. Biden Qramm Pregsier
Boud . Hatfleld Sasger |
Bradley Inouye Beymour
Cranston Lautenberg Simon
Dixon Licberman Bpecter
Dodd Metsenbaum Wallop
l:'tolo Moynihan Wofford
NOT VOTING—3
Chalee Kennedy Wirth
Harkin Pryor

So the bill (8, 173), as amended, was_
pr:ssed as follows:

requirements for publicly held corporations,
and file such th the Ci i
sion and the State Commissions that exer-
cise regulatory authority over any Bell Tele-
phone Company affiliated with such manu-
facturing affiliate, and make such state.
ments available for public inspection;

2y with the pr of this
section, neither a Bell Teleph C y

“(i) certify to the Commission on an

annual basis that for the sggregate of tele-

\! fons \| t md

premises equipment manufactured and sold
in the United States by such affiliate in the
previous calendar year, the cost of the com-
ponents manufactured outside the United
States contained in such equipment did not
exceed the percentage specified in subpara-
graph (BXil) or adfusted tn sccordance with
subparagraph (Q); .

“(DXD) 1f the Commission determines,
after reviewing the certification required in
subparagruph (C)xf), that such affiliate
failed to make the good faith effort re-
quired In subparagraph (BXi) or, after re-
viewing the certification required in sub.
parsgraph (C)ID), that such affillate has ex-
ceeded the percentage speciffed (n subpara-
graph (BXil). the Commission may Impose
penslties or [orfelturcs as provided for In
title V of this Act;

“ub) any
because a manufacturing affiliate failed to
make the good faith effort required in sub-
paragraph (BX{) may make complaint to
the Commission as provided for in section
208 of this Act. or may bring sult for the re-
covery of actual damages for which suth
supplier claims such affillate may be lisble
under the provisions of this Act In any dis-
trict court of the United States of compe-
tent jurisdiction;

*“(E) the Ci i in lon with
the Secretary of Commerce, shall, on an
annual basis, determine the cost of compo-
nent parts manufactured outside the United
States d in all tions

ing to be d

nor any of ita nonmanufacturing affiliates
shall perform sales, advertising, installation,
production, or maintenance operations for a
manufacturing affillate; except that institu-
tional advertising, of & type not related to
specific | car-

equipment and tustomer premises equip-
ment sold in the United States as & percent-
age of the revenues from sales of such
equipment in the previous calendar year:
*“(F) & mahutacturing aifiliste may use in-
1 1 property created outside the

ried out by the Bell Telephone Company or
its affillates shall be permitted if each party
pays ita pro rata share;

United States In the manufacture of tele-
lons and it
premises equipment in the United States;
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“(Q) lhe Commission may not walve or
alter the requ! of this lon

CONGRESSIONAL RECORD — SENATE

“{v) such other factors as the Commission

except that the Commission, on an annual
basts, shall adjust the percentage specilied
In subparagraph (BXii) to the percentage
determined by the Commission, in consuita-
tlon with the Becretary of Commerce, as di-
rected in subparagraph (E);

“'(4) no more than 90 percent of the equity
of such manufacturing affiliate shall be
owned by its affiliated Bell Telephone Com-
pany and any affiliates of that Bell Tele-
phone Company:

“(8) any debt incurred by such manufac-
turing affiliate may not be issued by iis af-
fillates, and such manufacturing affillate
shall be prohibited from Incurring debt ina
manner that would perm!t a creditor, on de-
fault, to have recourse to the assets of its af-

deemns y and proper;

“(10) Bell Telephone Companies shall,
consistent with the antitrust laws, engage in
jolnt network planning and design with
other regulated local telephone exchange
carriers operating in the same area of inter-
est; except that no participant in such plan.
ning shall delay the {ntroduction of new
technology or the deployment of facilities
to provide telecommunications services, and
agreement with such other carriers shall
not be required as a prerequisite for such in-
troduction or deployment; and

“(11) Bell Telephone Companies shall pro-
vide, to other regulated local telephone ex-
change carriers operating In the same area
of interest, timely Information on the

fillated Bell Tel y's tel

planned deployment of telecommunicationa
to

munications services business;

*(6) such manufacturing affillate shall not
be required to operate separately from the
other affiliates of its affiliated Bell Tele-
phone Company:

“(T) If an affillate of a Bell Telephone
Company becomes affiliated with & manu-
facturing entity, such affillate shall be
treated as & manufacturing affillate of that
Bell Telephone Company within the mean-
ing of subsection (b) and shall comply with
the requirements of this section:

software {nt
such tel |
ing upgrades;

*“¢dX1) The Commission shall prescribe
regulations to require that each Bell Tele-
phone Company shall maintain and llle
with the C -full and
formation with respect to the protocols n.nd

hnical require for lon with

includ-

S 17107

spect to any common carrier subfect to this

*(2) Any regulated local telephone ex-
change carrier injured by an act or omission
of a Bell Telephone Company or {ta manu-
facturing affiliate which violates the re-
Quirements of paragraph (8) or (9) of sub-
section (¢), or the Commission's regulations
implementing such paragraphs, may initiate
an action in a district court of the United
States to recover the full amount of dam-
ages sustained in consequence of any such
violation and obtain such orders from the
court as are y to
and to p:

1

future
or such h
carrier may seek relief from the Commis-
slon pursuant to sections 208 through 208.
(1) The authority of the Commission to
prescribe regulations to carry out this sec-
tion {3 effective on the date of enactment of
this section. The Commission shall prescribe
such regulations within one hundred and
eighty days after such date of enactment,
and the authority to engage in the manufac-
turing authorized in subsection (a) shall not
take eﬂect untll mulntlom prescribed by

and use of Its telephone exchmze service fa-
cllitles. Such regulationa shall require each
such Company to report promptly to the
CommLsslon any material changes or

“(8) such manufacturing affiliate shall to such pr 13 and re-
make avallable, without discr ion or quir and the schedule f
sclf-preference as to price, delivery, terms, tation of such or d

or conditions, to all regulated local tele-
phone exchange carriers, for use with the
public telecommunlications network, any

software Integral to such telecommunica-
tions equipment, including upgrades, manu-
factured by such affiliate 3o long as each
such purchasing carrier—

"(A) does not either manufacture telecom-
munications equipment, or have a manufac-
turing affillate which manufactures tele-

fons r

~(B) agrees to make avallable, to the Bell
Telephone Company affiliated with such
manufacturing affiliate or any of the regu-
lated local exchange t.elephone carrier affilf.
ates of such C

“(2) A Bell Telephone Compmy shall not
disclose to any of its affiliates any informa-
tion required to be flled under

the C under i {c), (d),
and (e) are in effect.

“(}) Nothing in this section shall prohibit
any Bell Telephone Company from engag-
{ng, directly or through any affiliate, in any
manufacturing activity in which any Com-
pany or affiliate was authorized to engage
on the date of enactment of this section.

*“(kX1) A Bell Telephone Company that
manufactures or provldu telecommunica-
tions b

(1) unless that information is immediately
80 filed.

“(3) The Commission may prescribe such
additional regulations under this subsection
a3 may be necessary to ensure that manu-
facturers in competition with & Bell Tele-
phone Company's manufacturing affiliate
have ready and equal access to the informa-
tion required for such competition that
such Company makes available to its manu-
facturing affillate.

*“(e} The Commission shall prescribe regu-
1ations requiring that any Bell Telephone
C

tions equlpmem.. lncludlnx software lntecn.l
to such

y which has an affiliate.that en-
gages In my manufacturing authorized by

cluding upgrades manufactured for use wnh
the public telecommunications network by
such purchasing carrier or by any entity or
organlzation with which such purchasing
carrier is afflllated:

“(9XA) such manufacturing affillate shail
not discontinue or restrict sales to other
regulated local Lelephone exchange carriers
of any tel lons in-
cluding software lm.ezm! to such telecom-

lons upgrades,
that such affillate manufactures for sale as
long as there is reasonable demand for the
equipment by such carriers: except that
such sales may be discontinued or restricted
“if such manufacturing affiliate demon-
strates to the Commission that it is not
making a profit, under a margmnl cost
standard by the
on the sale of such equipment;

*(B) In reaching a determination as to the
existence of ren.sonnble demand as re!crred
to in aph (A), the C £
shall within sixty days consider—

“(f) whether the continued manufacture
of the equipment will be profitable:

“(i) whether the equipment is lunclional
iy or technologically obsolete:

“(ll) whether the

premises equlpment through an affiliate
uhan obml.n lnd pay lor an annual audit

d by an auditor select-
ed by and working at the direction of the
State Commisaion of each State in which
such C local serv.
ice, to det.ermlne whether such Company
has complied with this section and the regu-
lations promulgated under this section, and
particularly whether the Company has com-
plied with the separate accounting require-
ments under subsection (eX1).

“(2) The auditor described in paragraph
(1) shall submit the results of such audit to
the Commission and to the State Commis-
slon o! each St.ate in wh!ch the Company

shall—
“( 1 provide. w other facturers of
ons t and cust

er premises equipmem. opportunities to sell
such equipment to ‘such Bell Telephone
Company which are comparable to the op-
portunitles which such Company provides
to its affillates;

“(2) not subsidize its manufacturing mm-

service. Any
my may submit comments on the final
audit report.

*(3) The audit required under paragraph
(1) shall be conducted in accordance with
procedures established by regulation by the
State Commission of the State in which

ate with revenues from Its r
communications services; and

*(3) only purchase equipment from lits
manufacturing affiliate at the open market
price.

“(1) A Bell Telephone Company and its af-
fillates may engage in close collaboration
with any mnnufaclurer of customer prem-
ises or
equipment during the design and develop-
ment of hardware, software, or combina-
tlons thereo!f relating to such eguipment,
consistent with subsection (eX2).

*(g) The Commlssion may prescribe such
additional rules and regulations as the Com-
mission determines necessary to carry out
the provisions of this section.

*(hX1) For the purposes of administering
and enforcing the provisions of this section
and the regulations prescribed thereunder,

to manufacture the equipment comlnue m
be avallable;

“tv) whether alternatives to the equip-
ment are available {n the market: and

the C issi shall have the same au-
thority., power. and functions with respect
lo any Bcll Telephone Company as the

has in ing and en-
(orclnz the provisions of this title with re-

such Company provides loentlh:xchme serv-
1

ce, 1 utr
*(A) the i d per
such audits are rotated to ensure their tnde-.
pendence; an

“(B) each audit submitted to the Commis-
sion and to the State Commission Is certi-

fled by the i r for
ing the audit.

“(4) The Ci shall per 1y
review and analyze '.he sudits submitted to
it under this and ghall p; to

the Congress every 2 years—

“(A) & report of its findings on the eompll-
ance of the Bell Telephone Companies with
this section and the regulations promulgat-
ed hereunder; and

*(B) an analysis of the impact of such reg-
ulations on the affordability of local tele-
phone exchange service.

“(5) For purposes of conducting audits
and reviews under this subsection, an inde-
pendent suditor, the Commission, and the
State Commission shall have access to the
financial sccounts and records of each Bell
Telephone Company and those of its affili-

HeinOnline -- 6 Bernard D. Reams, Jr. & William H. Manz, Federal Telecommunications Law: A Legislative History of the Telecommunications Act of

1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) including the Communications Decency Act S7107 1997



87108

Ates (ncluding affiliates described in para-
grapha (8) and (7) of subsection (¢)) neces-
sary (o werify transactions conducted with
such Bell Telephone Company that are rele-
vant to the specific activities permitted
under this section and that are necessary to
the State’s regulation of telephane rates.
Each 8State shall { ap-

CONGRESSIONAL RECORD — SENATE
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ture pursuant to section 481thx$) of the ACCESS TO HEALTH CARE FOR
Foreign Assistance Act of 1961; or

(2) which is listed by the Secret t ALL AMERICANS
State under section o of ¥ ¢f  Mr. KENNEDY. Mr. President, on a
Export Control Act or section 8()) of the matier which was addressed earlier
Export Administration Act of 1979 as a today by the majority leader arnd a
country the government of which has re- group of Senators in advancing the

propriate procedures to ensure the protec
Uon of any proprietary Information submit-
ted to it under this gection,

“Q1) As used in this section:

(1) The term ‘afflliate’ means any organi-
zation or entity that, directly or indirectly,
owns or controls, iz owned or coatrolled by,
Or i3 under common ownership with a Bell
Telephone Company. Such term includes
any organization or entity (A) in which
Bell Telephone Company and any of its af-
fillates have an equity Interest of greater
than 10 ora
of greater than 10 percent, or (B) in which &
Bell Telephane Company and sny of its af-
fillates have any other significant financial
interest.

*(2) The term ‘Bell Telephone Company’

those listed {n

means
of Flnal Jud,

of the Tt A
includes any successor or assign of any such
company, but does not include any affiliate
of any such company.

“(3) The term ‘customer premises equip-
ment' means equipment employed on the
premizes of a person (other than a carrier)
to originate, route, or terminate telecom-
municationa,

“(4) The term ‘manufacturing’ hes the
same meaning a3 such term has {n the Modi-
fication of Final Judgment as interpreted in
United States v. Western Electric, Civil
Action No. 83-0192 (United States District

District of Columbla) (filed Decem-
ber 3, 1987

“(5) The term ‘Modification of Final Judg-
ment’ means the decree entered August 24,
1982, in Unilted States v. Western Electric,
Civil Actlon No. 82-0192 (United States Dis-
trict Court, District of Columbia).

m"(e) ‘The term * means

e t v b or among points
epecified by the user, of information of the
user's cboo:::gi;lt.hout change in the form

or as sent and
recelved, by means o!.u! electromagnetic
mentalities,

all instru-

facilities, apparatus, and serv-

ices Uincluding the collection, storage, for-

wudlnx.lwl:cmna.:;dwl:eryoltuehln-
such fasl

‘(T The term ‘telecommunications equip-
ment’ means equipment, other than custom-
er premises equipment, used by a carrier to
provi lons gervices.

“(8) The term ‘telecommunications serv-
ice’' means the offering for hire of telecom-
munications facilities, or of telecommunica-
tions by means of such facilities ",

BEC. 4, ADDITIONAL AMENDMENT TO THE COMMU-
MNICAYYONS ACT OF 1334,

Sectlon 220(d) of the Communications Act
of 1934 (¢7 U.8.C. 22(d)) is amended by de-
leting “$6,000” and inserting n lieu thereof

BEC. 8 APPLICATION OF ANTITRUST LAWS.
Nothing in this Act shall be deemed to
alter the application of Federal and State
antitrust Yaws as interpreted by the respec-
tive courts
TITLE—]—-GENERAL PROVISIONS
BEC. 101. BENSE OF THE SENATE REGARDING THE
NATIONAL VICTORY PARADE FOR THE
PERSIAN GULF WAR.
IL i3 the sense of the Senate that any
country—
(1) for which United States assistance iz
being withheld from obligation and expendi.

.motion on the table.

y provided support for acts of Inter- cause of access to health care and ef-
national terrorism, fective cost containment, I noticed
should not be represented, either by diplo- during the afternoon that there were
matic, military, or political officials, or by negative commelnts from some of our
national images or symbols, at the stctory  ojiaagues about what I consider to be
parade scheduled to be held in Washington, an excellent proposal that has row
District of Columbta on Jurie 8, 1991, to cel- been Introduced

ebrate the liberation of Kuwalt and the vic-
tory of the United Natlons coalition forces  The majority leader indicated that it

over Iraq. represented the joint effort of ha’
. number of Senators, building on the
e,ﬁ;?ﬁi‘unss' I move to reconsid work that has been done by Members

on both sides of the aisle, and he Ind}-
cated during the course of his press
conference that he was eager to work
with all of those in this body and out-
side this body who are concerned, as
he is, with the increasing costs in our
health care systems.

We are facing a health care crisis.
ealth care is the fastest growing fail-

Mr. DANFORTH. I move to lay that

The motion to lay on the table was
agreed to.

Mr, HOLLINGS. Mr. President, I
take this opportunity to thank our dis-
tinguished staff, I can tell you they
have worked around the clock and H
done yeomen’s work, John Windhou- o'y dness fn America. In 1870, the
sen, Tonl Cook, Linda Morgan Jim ypjed States was spending $65 billion
Drewry, Loretta Dunn, and Kevin on heaih care. Now we are spending
Curtin, the whole Commerce Commit- gg50 billion & vear. The best estimate
‘e; ?ﬂtﬁgf:::;; pl:: 'ggswn S‘ﬁfa is it will be $1 trillion 500 billion by

0! nguished  1he year 2000.
counterpart and former chairman, the ’1‘lie time has come, Mr. President,
distinguished Senafor from Missourl for action. This public polity lssue has
[Mr. DANFORTH], Walter McCormick, becn studied to death. Renal people are
of his staff, and others. We have had 8 hurting. The 10 millfon children in our
bipartisan effort, as is obvious from society who have no coverage are hurt-
the vote. ing. Millions of workers without cover-

Mr. DANFORTH. Mr. President, I age are hurting. They work hard cvery
simply want to express my apprecia- day, 40 hours a week, 52 weeks of the
tion for the work of our chairman., year, and have no health insurance
Senator HoLrings. This has been a re- coverage. They're playing Russtan rou-
markable accomplishment. Many lette with thelr health, They are hurt-
people have said for a number of years l:g- ilx;]yhn‘lﬂllon mo:aMAmcmﬁli
that we have to do something about have health insurance even th
the present state of affairs in our tele- Reagan administration said was inad-
phone Industry where a Federal judge equate. Approximately 100 million of
basically makes the decisions. We have 0ur fellow citizens in this country of
now moved In the direction of Con- 259 million have inadeguate coverige
gress taking over the decisionmaking, °"I‘:’":;l‘:)‘;':’r‘;3°:r;‘“:aym‘ ‘00 much
;’;:fh s exactly what should be the today because they al:e also paying the

bills for those who have no coverage.

m}vlnlkht;.;tawr:w; accomplishment. I They're paving in the form of higher

golng to have some ce other firms refuse

difficulties with the administration, Premiums, because other 2Tuse

to provide coverage. Workers {n plants

and, hopefuily, there can be some and factories all over this country are

room for give with respect to the do- effectively paying the biil for charity
mestic-content proviston. ) y baying L ;

I supported my chairman in this care for other workers who are not
connection. I iIntend to continue to m&fgﬁce Incressing problems in deal.
work with him as the bill progresses, ing with AIDS and substance abuise,
and my hope s that we can end UD ot just in urban areas. but In rural
with something that the Presidentagreas, as well. Our whole health care
would be willlng to slgn. f ‘syslcm Is in a state of crisls, We do niot

have time to keep studying the issue
and keep refusing to deal with (t.
MORNING BUSINESS Senior citirens were hurting In the

Mr. HOLLINGS. Mr. President, on Depression, and with Franklin Roose-
behalf of the leadership, I ask unani- velt's leadership, we adopted Social Sc-
mous consent there be a period for curity. We did not wait for the various
morning business with Senators per- States to try lo deal with that prob.
mitted to speak therein. lem. In the 1880's, when we adopled

The PRESIDING OFFICER. With- Medlcare, we were not saying: Let us
out objection, it 18 30 ordered. walt to see what the States do. We had

national teadership to deal with the
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