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international vessels operating in com-
merce are operating under flags of con-
venience. Flag of convenience reg-
istries include such major maritime 
powers as Panama, Liberia, the Mar-
shall Islands, and Vanuatu. These reg-
istries only require their vessel owners 
to pay registration fees. Shipowners 
are not required to pay tax on revenues 
earned and employees do not have to 
pay income tax. Further, the ship-
owner has little or no obligation to 
comply with the law of the nation of 
registry. 

Nevertheless, if our commercial fleet 
is to continue to be an effective auxil-
iary in times of war or national emer-
gency, it must first be commercially 
viable in times of peace. Otherwise, 
there will be no merchant fleet when 
the need arises. 

I think we all would agree that there 
is a substantial national interest in 
promoting our merchant fleet. I think, 
also, that we would all agree that U.S. 
national security and economic secu-
rity interests should not be held hos-
tage by insufficient U.S.-controlled 
sealift assets. Given the diminution of 
the flag fleets of our NATO allies it 
will be more important in the future to 
sustain a viable U.S.-flag presence. In-
deed, several laws of our land recognize 
that national interest and spell out 
specifically how the U.S. government is 
to go about promoting it. Federal laws 
require that U.S. military cargo, cargo 
purchased with loan funds and guaran-
tees from the Export-Import Bank, 75 
percent of concessionary agricultural 
cargo, and at least 50 percent of all 
other international ocean borne cargo 
generated directly or indirectly by the 
federal government be carried on U.S.- 
flag vessels. The alarming news is that 
according to the Maritime Administra-
tion (MARAD) the total volume of 
cargo moving under these programs is 
declining and will continue to do so. 

According to a report by Nathan As-
sociates, Inc., the 1992 economic impact 
of cargo preference for the United 
States was 40,000 direct, indirect and 
induced jobs; $2.2 billion in direct, indi-
rect and induced household earnings; 
$354 million in direct, indirect and in-
duced federal personal and business in-
come tax revenues—$1.20 for every dol-
lar of government outlay on cargo pref-
erence; and $1.2 billion in foreign ex-
change. 

It is, therefore, imperative that U.S.- 
flag vessels carry every ton of cargo 
which these programs and the law in-
tend, and in fact require, them to 
carry. This brings me to the reason for 
the resolution I am submitting today. 
These are two substantial problems 
which threaten the viability of these 
programs and, therefore, the viability 
of our merchant fleet. 

Several agencies administering cargo 
reservation programs continue to 
evade the spirit and letter of the res-
ervation laws by finding the law inap-
plicable to a particular program or em-
ploying other loopholes. 

This problem of evasion and uneven 
confidence led the Congress to amend 

the Merchant Marine Act of 1970 to 
centralize monitoring and compliance 
authority for all cargo reservation pro-
grams in the MARAD. Nevertheless, 
the problem remains. Critics of the 
MARAD maintain the agency is too 
timid, and does not discharge its obli-
gation aggressively. The MARAD, on 
the other hand, says it has limited en-
forcement powers over those govern-
ment agencies which are not in compli-
ance. 

Recently, the United States District 
Court for the District of Columbia en-
tered an unopposed order upon consid-
eration of the joint motion of the par-
ties in Farrell Lines Incorporated 
versus United States Department of 
Agriculture (USDA) and Sea-Land 
Service, Inc. The order affirms the ap-
propriate roles of the MARAD in ad-
ministering the cargo preference laws 
with respect to Food for Progress and 
Section 416(b) programs, and the USDA 
in complying with those laws and the 
MARAD’s policies and regulations im-
plementing them. 

Mr. President, the resolution I am 
submitting today expresses the sense of 
the Senate that all of these federal 
agencies must fully comply with both 
the intent and purpose of existing 
cargo reservation laws, and that the 
MARAD should provide directions and 
decisions to these agencies to ensure 
maximum compliance with these 
laws.∑ 

f 

ADDITIONAL STATEMENTS 

STATES’ RIGHTS PROTECTION ACT 
OF 1999 

∑ Mr. ABRAHAM. Mr. President, I rise 
as an original cosponsor of the ‘‘States’ 
Rights Protection Act of 1999.’’ This 
legislation will prevent a grave injus-
tice that could do significant damage 
to our states, and to our federal sys-
tem. 

Several years ago, Mr. President, a 
number of states commenced lawsuits 
against American tobacco companies. 
The states sought damages on the basis 
of a number of claims, including viola-
tion of consumer fraud and other State 
consumer protection laws, antitrust 
violations and unjust enrichment. 
Some suits included claims for to-
bacco-related health care costs in-
curred by the states, and some did not. 

Eventually all 50 states became par-
ties in one way or another to anti-to-
bacco lawsuits. Last November a major 
settlement was reached, involving 46 
states. That settlement included no 
funds of any kind to be allocated for 
State medicaid costs. 

The federal government in Wash-
ington did not initiate these suits. The 
federal government in Washington pro-
vided no financial assistance to the 
states in furtherance of their suits. Yet 
now, after the states and the tobacco 
companies have agreed on a financial 
settlement, the Clinton Administration 
is seeking to divert a significant por-
tion of that settlement to its own use. 

The federal Health Care Financing 
Administration (HCFA) has stated that 
it wants to ‘‘recoup’’ some of the 
states’ settlement funds. They claim to 
have a right to these funds under a 
Medicaid law which the federal govern-
ment has traditionally used to recover 
its share of ‘‘overpayments.’’ These 
overpayments typically arise when pro-
viders overbill Medicaid. 

Mr. President, HCFA’s claims cannot 
stand. The law to which they refer was 
intended to prevent fraud and other 
forms of overbilling. It was not in-
tended to allow the federal government 
to seize huge amounts of money to 
which it has no proper title. States 
have obtained a legal right to this 
money. They gained this right through 
a properly constructed and affirmed 
legal settlement of lawsuits filed 
against product manufacturers, on be-
half of all their residents, asserting a 
consumer protection and various other 
causes of action. 

There is no federal medical claim in-
volved. Thus HCFA has no right to 
these monies, and neither does any 
agency of the federal government. 

The Administration’s pursuit of mon-
ies from this settlement amounts to 
nothing more or less than a raw asser-
tion of federal power. We must oppose 
it for the good of our states and for the 
good of our form of limited, federal 
government. 

Ours is a limited government, Mr. 
President. It is limited in that the Con-
stitution delegates only certain powers 
to the federal branches and their offi-
cials. Our Constitution includes a num-
ber of what James Madison called 
‘‘auxiliary precautions’’ to keep federal 
officials within their proper bounds, 
thereby protecting our liberties. But 
Madison recognized that the primary 
check on those who would overstep 
their proper bounds must be the deter-
mination of elected officials to see that 
the Constitution’s terms are respected. 

A federal government that simply 
steps in to take money from the states 
is not respecting our Constitution. 
That federal government is taking us 
far down a dangerous path toward un-
restrained central power. We must see 
that this does not happen. 

In addition, Mr. President, as a prac-
tical matter it would be a mistake to 
allow the federal government to com-
mandeer these funds. To begin with, 
were the federal government in Wash-
ington to take these funds from the 
states under the weak legal pretense 
put forward by the HCFA, the result 
would be long, wasteful litigation. 
That litigation will benefit no one, in-
stead it will poison intergovernmental 
relations for years to come. 

Indeed, if the HCFA begins to seize 
state settlement funds, it will do so by 
cutting federal Medicaid payments to 
the states. This will make it much 
more difficult for states to provide 
health care for children from low and 
moderate income families, the disabled 
and millions of others who depend on 
Medicaid. The real victims of this 
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money grab will be the weakest mem-
bers of our society, those least able to 
take care of themselves. 

Of course, the Administration claims 
that it will use the states’ money to 
benefit everyone. It seeks to take $18.9 
billion of the states’ money over the 
next five years. No doubt the Adminis-
tration will find attractive programs 
on which to spend this money. But the 
federal government already consumes 
more than 20 percent of our national 
income. We do not need yet another 
federal tax and spend policy. 

As a nation what we need is more in-
novative policy making at the state 
and local level. And that is what these 
monies will produce, if only we will 
leave them in their proper place. 

A number of states already have 
acted in reliance on the tobacco settle-
ment, putting forward proposals and 
new programs that will greatly benefit 
their people. 

For example, in my state of Michi-
gan, Governor John Engler in his state 
of the state address a few short weeks 
ago proposed to endow a Michigan 
Merit Award Trust Fund with Michi-
gan’s share of the tobacco settlement. 

Under this program, every Michigan 
high school graduate who masters 
reading, writing, math and science will 
receive a Michigan Merit Award—a 
$2,500 scholarship that can be used for 
further study at a Michigan school of 
that student’s choice. 

In addition, all Michigan students 
who pass the 7th and 8th grade tests in 
reading, writing, math and science ad-
ministered by the state will be awarded 
$500. That means, Mr. President, that 
any Michigan student successfully 
completing secondary schooling will 
receive $3,000 for further education. 

The young people of Michigan will 
benefit tremendously from this pro-
gram, Mr. President. Their motivation 
to do well in school will be signifi-
cantly increased, as will their ability 
to afford and succeed in higher edu-
cation. 

We need programs like Michigan’s to 
help kids do well in school and get 
ahead in life. The federal government 
should be learning from these kinds of 
programs and working to show other 
states how well they can work. It 
should not be taking money out of the 
pockets of Michigan’s young people to 
put into the pockets of Washington bu-
reaucrats. 

We must protect the rights and the 
people of our states by seeing to it that 
tobacco settlement money stays where 
it belongs, and where it will do the 
most good—in the states. 

I urge my colleagues to support this 
bipartisan legislation.∑ 

f 

THE PUBLIC SCHOOL 
MODERNIZATION ACT 

∑ Mr. LAUTENBERG. Mr. President, I 
rise today to update my colleagues on 
the status of the Public School Mod-
ernization Act, which I introduced on 
January 19 as S. 223. The bill already 

has 15 cosponsors and I expect the list 
to continue to grow. 

Mr. President, I was very pleased to 
see that the President’s Budget for Fis-
cal Year 2000 will call for $25 billion in 
nationwide bond authority through the 
Public School Modernization Act. This 
is a higher total than first con-
templated in my bill, S. 223, but I want 
to make it clear to my colleagues that 
my cosponsors and I will gladly update 
the numbers when my bill reaches the 
Senate floor as an amendment or a 
stand alone measure. 

The President’s FY 2000 Budget illus-
trates why the Public School Mod-
ernization Act is a great return on our 
Federal investment. The five year cost 
of this program will be $3.7 billion, but 
it will create nearly $25 billion in new 
bond authority for school districts all 
over the country. Of this authority, 
$22.4 billion will be through the School 
Modernization Bond Program and $2.4 
billion will come through the Qualified 
Zone Academy Bond Program. In addi-
tion, $400 million of bond authority 
will go to Native American tribes or 
tribal organizations for BIA funded 
schools. 

Mr. President, I urge the Senate to 
support this effort to invest in our chil-
dren’s future. I ask all of my collegues 
to join me in cosponsoring S. 223, the 
Public School Modernization Act of 
1999.∑ 

f 

HUTCHISON/GRAHAM STATE 
TOBACCO SETTLEMENT 

∑ Mr. MACK. Mr. President, I rise 
today in support of S. 346, a bill to 
amend title XIX of the Social Security 
Act to prohibit the recoupment of 
funds recovered by states from one or 
more tobacco manufacturers. Starting 
in 1989, several states filed lawsuits 
against tobacco companies to recover 
the costs of smoking related illnesses 
borne by states. The lawsuits led to 
final settlements between each state 
and the tobacco industry. 

Now, after providing no assistance to 
states in their legal battles, the Ad-
ministration, through the Health Care 
Financing Administration, is attempt-
ing to claim a portion of this money. It 
is my opinion that this money belongs 
to the individual states, and should be 
spent as each state sees fit. This legis-
lation accomplishes exactly that goal. 

The Health Care Financing Adminis-
tration’s pursuit of these monies also 
could jeopardize state programs all 
over the country. In Florida, Governor 
Jeb Bush announced an endowment, 
funded by tobacco monies, to insure 
the financial health of vital programs 
for children and seniors. The endow-
ment fund is named in honor of the 
late Governor Lawton Chiles, who 
played a key role in obtaining the to-
bacco settlement for the people of 
Florida. Other programs, funded by the 
settlement, have already been put in 
place in Florida, and would be jeopard-
ized if the funds were suddenly not 
available. 

Additionally, the Health Care Fi-
nancing Administration’s plan to ob-
tain these funds by witholding federal 
Medicaid payments to the states could 
very well affect the states’ ability to 
provide much needed care for the mil-
lions of Americans who depend on Med-
icaid. 

The Administration’s attempt to dic-
tate how the money should be spent 
demonstrates a disregard for state 
budgeting process. I hope that my col-
leagues will support this bi-partisan 
bill that protects state tobacco settle-
ments from federal recoupment.∑ 

f 

REMARKS ON HUMAN RIGHTS 
SITUATION IN PERU 

∑ Mr. WELLSTONE. Mr. President, I 
rise today to express my deep concern 
over the apparent disregard for inter-
national standards of fairness and 
openness in the legal process in Peru. 
President Fujimori is visiting Wash-
ington today and is being congratu-
lated by the President on resolving 
Peru’s border dispute with Ecuador. 
During his visit, I think it is important 
to point out that under his rule demo-
cratic principles have been threatened 
in Peru and the basic civil rights of the 
Peruvian people have not been properly 
respected. 

In his inaugural speech in July of 
1990, President Fujimori stated that 
‘‘the unrestricted respect and pro-
motion of human rights’’ would be a 
priority of his government. His prom-
ises, though, quickly proved suspect as 
he solidified his control over what has 
been described as ‘‘an authoritarian ci-
vilian military government’’. 

In April of 1992 he annulled Peru’s 
constitution, dissolved the Legislature 
and purged most of the judiciary, most 
forcefully and notably those courts re-
sponsible for ensuring the civil rights 
of its citizens. Since this time inde-
pendent monitoring groups like Am-
nesty International have documented 
numerous extrajudicial executions of 
peasant men, women and children, per-
petrated by Peru’s military and police 
forces who later attempted to conceal 
their actions. These executions have 
been determined by respected inde-
pendent human rights organizations to 
have been orchestrated from the high-
est levels of the current Peruvian gov-
ernment, including two of President 
Fujimori’s top advisors. 

Human rights workers and journal-
ists in Peru have been subjected to in-
timidation, death threats, abductions, 
and torturous interrogation and im-
prisonment by the Peruvian govern-
ment in response to their attempts to 
hold responsible those who committed 
these atrocities. 

President Fujimori’s systematic dis-
mantling of Peru’s legislative and judi-
cial systems has resulted in impunity 
for those who commit these acts of ag-
gression. To investigate and determine 
accountability in these cases, the mili-
tary has often served both as pros-
ecutor and judge, keeping their identi-
ties 
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