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~ir. Chairman, Members of the Sub-Comrr.ittee, good rr.orning. I arr pleased 

to be here to talk abcut the irr.portant port development issues that 

are before you. You are certainly to be commended for calling this 

hearing to grapple with a probler that is very difficult, but that 

may be crucial to the full develor~ent of our nation's foreiqn trade 

potential. I also want to comwenc Senator Warner and Senator Hatfielc 

and their colleagues for their work and vision in the introduction 

of S. 26~. T~eir bill represents a very encouraging effort to deal 

with the difficulties we all have been facing in developing good legislation. 

I undcrst2r,[ t!:at 1·:ork is continuing to revise further and improve 

S. 2E5. Senators Stafforc and ~oynihan are also to be congratulate~ 

for intrcc~cinc S. 97G. Goth of these bills have interestina and constructive 

features. 

Your letter of irvitation poses several specific questions concerning 

pert frrrover,ent, cost recovery anc S. E6S ancl S. ~'70. I v:ill acdress 

these 01::stions, but first I vwulc like to define the overall issues 

v«h i ch ccncen1 us here. 

Tl~ese issues can be statec very simrly. First, v:e nefl~ to make sure 

that it is possible to in'prove our national port systen~. \·!hen economically 

warranted, ports should br deepened so that larae cargo vessels can 

operate out of ther.. At this mo~ent, we have no deep-draft ports on 
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the East or Gulf Coasts, yet it is important for the efficient development 

of our foreign trade that we have the ability to create such ports. 

Second, we also need to provide a secure and adequate source of financing 

to maintain our existing port system in good operating order. Ports 

cannot function efficiently without adequately maintained and improved 

navigation channels. 

Those are the prot::lerns. fiO\'' let me try to ansv1er your questions, takinr. 

the last two first, since they raise issues of general principle. 

These issues have to do with the need for a Federal policy that places 

greater financial responsihility on users of ports and inland waterways 

and whether any chanqe in current practices with regard to user charges 

is necessary to keep up with needed irr,prover.ients on thr in 1 and waterv.•ays 

and deep-draft rorts. 

In this connection, there are two principles that are very important 

tc tr· is hr1
- ir i::tr2tic1r. ar:c v•I ich arrly v·itr equal force to botl· 0~1r 

port an( inl2r~ ~ater~ay progra~s. These are: 

First, to the maxin;ur: extent feasible, decisions on v:hich irr,rrover:'rnt 

projects to carry out should be made by the economic forces of 

the rr,arketrl2ce, not by the political processes of the Federal 

government. 

Second, commercial interests should assu~e their share of the costs 

of maintaining the existing deep-draft a~d inland syste~s and of 

the burden of any improvements. 
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There are good reasons for holding to these principles. The urgent 

need for the Federal government to practice fiscal stringency is one 

of them. By placing maximum reliance on the forces of the marketplace 

for making decisions on improvement projects, we reduce the chance 

that we will carry out unneeded or "gold-plated" improvements. fy 

having users pay for the costs of both maintaining and improving the 

existing system, we generate a strearr of new revenue that eases the 

pressure on the budget. Very frar''.ly, if we cannot generate some nev: 

reverues, we si8ply are not goirr to be able to have the kind of prrt 

modernization called for by the President in his State of the Union 

Address. I would like to stress our belief that that would be be a 

very unfortunate c'eveloprrent for our econorry. 

I woulc like to ad(, though, th2t there are good reasons for holding 

to these prircinles even if we did not have the urgent req11irernent 

to hole tr,e: 1~.L1cr1 ft in check. he shoulr ah·ays use rigorous investrri0nt 

stancarcs, anc' tnf rPst v:ay to do this is ry allov:ino rr.arketrlace forces 

to hnE- Pr i:c>irur irfluence on our decisions. Sirril2rly, hoth fror-

thE poirt of vie~ of fairness and in the interest of an efficient transrort2tion 

syste~, v.·e t'H:lieJC:' that the users of Federally funded facilities or 

sei-vices should bur the costs of such facilities or services tn the 

rc:xLLiT exterit possiLle in all transpcrtction rnodes. 

~e believe that thes~ principles of marketDlace test anc' cost recovery 

should be embodiec in ar,y rort n:oc'ernization legislation. There are 

a number of ways of puttino the~ into practice. With regard to improvements, 

v·e think the best approach v:culc1 be one wilier recovers the cost of 
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the improvement through levies specific to the traffic using that project. 

This would require local sponsors of a deepening project to give careful 

consideration to the effect on their future traffic of the resulting 

cost recovery charge. With higher levels of cost-sharing, S. 865 would 

meet this test. In addition, S. 865 contains clauses which permit 

non-federal authorities to finance and build channel improvements under 

an agreen~ent v1ith the Secretary of the Arrny. Obviously, those authorities 

woulr have to be very certain that the benefits justified the cost, 

anc a true rr,arket test v:oulc!, thus, be applied. '.!E favor this provisior.. 

~ith regard to the operations and maintenance of existing channels, 

we fine sorrc c'ifficulties v~ith charges that are specific to a particular 

channel. Some arcue that it makes the best economic sense to vary 

operating an~ maintenance charpes accordinq to actual costs at particular 

ports. l<· r 1ust recoc:iizr, however, that the current crannel syster-., 

thE inv~str.e~ts i~ shoresiciE facilities anrl the associated traf&ic 

flo~s have evolved over a long period of time in an environment free 

cf use:· c' 2v-rt:::. It is ir'rortant that the sr1 ift frcrr aeneral revenue 

financino tc user financing of system rraintenance be carried out so 

that any chanres to existing corrpetitive relationships arrong ports 

ar:c' pc:t ranees are rninirr izec1
• There can be no ouest ion that the cont inuec' 

maintenance of the current system should be financed in the least disruptive 

ar.c le2st ciscr~r.iinatory manner. Thus, vJe are agreeable to recovering 

sucf costs by rnears of a uniform fee as is done ir; t:oth S. 8f5 and 

S. 970. 
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The three other questions in your invitation are about the specifics 

of S. 865 and S. 970, both now under consideration by your sub-Comreittee. 

In one, you ask about the relative merits of ad valorem and tonnaoe 

fees. Both types of taxes may have merit. The ~~aritirr.e Administration 

is conducting an analysis of these charges to deterrrine the relative 

impacts of the two types. When we have this information in hand, we 

will share it v.•ith you anci v:ith others in the Senate. It may allov' 

us to ~ive you a better ans~er on this point. We do not necessarily 

object to t~e use cf either an ac valore~ ch~rqe or a tonrage fee. 

It is difficult for r.ie to corrrnent on the relative ease of adrr:inistration 

of S. Elf:- cr,c: S. 970, since I understand that tile sponsors of S. 865 

are receivina technical advice fro~ the Treasury and the Justice Departments, 

anc th a: c~1 anl.JeS 2re being ~JOrkec out. 

You askE:c 1::hct.f-:::- 5. SE:, 5. 970 or some a 1 tern at ive is riost 1 ike l_v 

to let t:s h2ve earl~, priority development of one or two 55-foot ports. 

In on':er tc 2c'-icvc t!is kine of reveloprrent, vie must hf able fr foCL:s 

our resou~-ct-s on tho sf projects that are truly neerE:Cl. For this tc 

happer, t~ ~ cost recovery provisions ~ust provide a marketplace test 

Uct ic sti·ict en:-.ugh to deter rrar(]inal prr,iects. The strear 1 rf ne1· 

rcvc:r~.~ ~enei-atec' ~Y tiser fees must also he lerge enough to meet the 

ccsts of priority projects. S. 855 provides for Federal financino 

of tl1e loca 1 shar~ of il project, v:ith local reir'rursement to the Treasury 

ovrr a perio~ of up to 50 years. This does provide a marketplace test 

since local authorities 1·:ill probably have to charge their traffic 

in order to rein~urse the Treasury. However, with its sliding scale 
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for local share, S. 865 applies its mildest marketplace test to shallow

depth projects and the most severe test to the deepest draft projects. 

When that feature is combined with the fairly low level of cost recovery 

in the bill and the limited amount of funds available for the Federal 

share of improve~ents, it may simply be that available funds ~ould 

not be large enough to sustain priority deep-draft projects if many 

other projects are also being funded. Thus, we believe S. 865 might 

benefit from some adjustment bot~ with respect to the slidinq scale 

on local share and the overall level of cost recovery. 

S. 97C provides that 75 percent of the costs of orojects with depths 

exceeding 45 feet must be raisec by local sponsors, half provided during 

construction ard half recovered over a perioc of no more than 30 years 

after initial operation. Clearly, a cost recovery level of this magnitude 

1-!0ulcl provice a stronger market test, v.'hile reducing the Federal budoet 

irr.~:act of t!.E: pert reve lopr;:ent prograr .. 

Fur t fl f ~, or, t fit: q u 0 st' on of ear 1 y de v e 1 q"r,e n t of o u ~ r or ts, ho ti of 

the tills before you, S.865 and S.97C, contain language designed to 

coorci~atc an~ spPe~ ur the approval process for improvement projects. 

Tl 1 is "fast track inc" is one necessary condition of any port developfT'ent 

till, anc' ~oulc represent a signficant improvement over current practices. 

In conclusion, we consider enactment of a port development and cost 

recovery bill to be essential to our nation's econo~ic healt~. There 

are some port projects with genuine economic ~erit which should go 

forl'.ard in the natiori2l interest. f,s President Reagan said in the 
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State of the Union Address, "Our trade position can only be improved 

by making our port system more efficient. Better, more active harbors 

translate into stable jobs in our coalfields, railroads, trucking industry 

and ports. 11 

Secretary Dole has asked me to say that she will be very pleased to 

work with the Committee to develop a sound till to which we can all 

ac;ree so U2t V'P car get or 11,1ith tre important husiness of imorovinc 

our nationel port system. 

Thank ycu very rru:r. I v-1ill be pleased to answer any questions. 


