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"THE REAGAN LEGACY" 
REMARKS BY U. S. SENATOR SPARK MATSUNAGA 

BEFORE THE GOVERNMENT AND LEGAL AFFAIRS COMMITTEE 
OF THE NATIONAL RETAIL MERCHANTS ASSOCIATION

1000 Connecticut Avenue, N.W. - Suite 700 
Washington, D. C.

Wednesday, May 11, 1988 - 11:30 a.m.

Thank you, Charles (Lotter), for your most generous 

INTRODUCTION. I ALWAYS FEEL MUCH MORE COMFORTABLE AFTER AN 

APPROPRIATE INTRODUCTION BECAUSE HERE IN WASHINGTON I'M MUCH 

TOO OFTEN MISTAKEN FOR A FOREIGN DIPLOMAT. [HAIG STORY]

Of course, all of you here this morning are successful 

RETAILERS, AND AS SUCH, YOU WOULD NEVER BE GUILTY OF MISTAKING 

A CUSTOMER BY MERE SURFACE APPEARANCES. YEARS OF EXPERIENCE 

AS WELL AS MARKET RESEARCH HAVE CONVINCED YOU THAT CUSTOMERS 

COME IN ALL SHAPES, SIZES ~ AND COLORS.

But while consumers may be a varied lot, you must admit 

THAT THEY DO HAVE COMMON CHARACTERISTICS. FOR ONE THING, THEY 

ARE RELUCTANT TO BUY BIG TICKET ITEMS WHEN THEY ARE WORRIED 

ABOUT WHERE THEIR NEXT PAYCHECK IS COMING FROM. I LEARNED

THIS EARLY IN LIFE UPON GRADUATING FROM HIGH SCHOOL AND GOING
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TO WORK AS A RETAIL STORE CLERK DURING THE GREAT DEPRESSION. 

After four years I was fortunate enough to win a newspaper 

SUBSCRIPTION CONTEST WHICH PERMITTED ME TO ENROLL IN COLLEGE. 

There I learned that the U.S. Congress contributed to those 

HARD TIMES BY PASSING LEGISLATION SUCH AS THE SMOOT-HAWLEY 

Tariff Act of 1930.

Fortunately, Congress did not make the same mistake in 

APPROVING THE OMNIBUS TRADE LEGISLATION THIS YEAR; LAST MONTH 

House and Senate trade conferees removed the most 

PROTECTIONIST FEATURES FROM THE TRADE BILL.

As Chairman of the International Trade Subcommittee of 

the Senate Finance Committee, I have been actively involved 

DURING THE PAST TWO YEARS IN LEGISLATING AN EFFECTIVE OMNIBUS 

TRADE AND COMPETITIVENESS ACT. ONE OF MY FUNDAMENTAL CONCERNS 

DURING THIS PROCESS HAS BEEN TO ASSURE THAT THE CONGRESS NOT 

PASS LEGISLATION WHICH WOULD MAKE US LESS COMPETITIVE IN THE 

INTERNATIONAL MARKET PLACE. PERHAPS, THE GREATEST TEST IN

DEVELOPING THIS BILL WAS TO DEFINE OUR PROBLEMS CORRECTLY.
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Trade legislation alone cannot correct the massive 

TRADE DEFICITS THAT THIS COUNTRY HAS RUN UP DURING THE PAST 

FIVE AND ONE HALF YEARS. UNLESS CERTAIN MACRO-ECONOMIC 

CONDITIONS ARE PROPERLY REDRESSED, WE WILL CONTINUE TO RUN 

LARGE DEFICITS IN OUR TRADE ACCOUNT. MOST NOTABLY, OUR TRADE 

ACCOUNT COULD BE IMPROVED THROUGH A GREATER BALANCE BETWEEN 

SAVINGS AND CONSUMPTION IN OUR DOMESTIC ECONOMY, WHICH MEANS 

GREATER SAVINGS BOTH IN THE PRIVATE AND PUBLIC SECTOR.

From my perspective, there are two basic goals that 

COULD REASONABLY BE ACHIEVED IN PASSING AN OMNIBUS TRADE BILL. 

The first is to take account statutorily of the greater role 

THAT INTERNATIONAL TRADE IS PLAYING IN OUR DOMESTIC ECONOMY 

AND TO MAKE CERTAIN THAT THIS REALITY IS GIVEN FULL 

CONSIDERATION IN THE DEVELOPMENT OF NATIONAL POLICIES AND IN 

INTERNATIONAL NEGOTIATIONS. THE SECOND GOAL WOULD BE TO 

PROVIDE THE AUTHORITY TO THE PRESIDENT, AND A CHALLENGE TO OUR 

TRADING PARTNERS, TO MAKE A NEW BREAKTHROUGH IN THE

INTERNATIONAL TRADING FRAMEWORK TO COVER NEW AREAS OF TRADE
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AND TO ROLLBACK THE GROWING LEVELS OF IMPORT PROTECTION THAT

EXIST AROUND THE GLOBE. I BELIEVE THAT THE OMNIBUS TRADE

BILL, PASSED BY THE CONGRESS, LARGELY ACCOMPLISHES THE FIRST

OBJECTIVE AND, TO THE LIMITED EXTENT THAT THE U.S CAN ACT

UNILATERALLY, MOVES US IN THE DIRECTION OF THE SECOND GOAL.

I NEED NOT RECOUNT EACH OF THE MYRIAD OF PROPOSALS THAT

WERE OFFERED DURING THE LAST YEAR, WHICH WHILE

WELL-INTENTIONED, WOULD HAVE MADE THE DAY-TO-DAY OPERATIONS OF

FIRMS SUCH AS YOURS MORE DIFFICULT AND MORE COSTLY. KNOW

THAT YOUR ASSOCIATION WAS PARTICULARLY CONCERNED WITH

PROPOSALS TO REVAMP THE OPERATION OF OUR CUSTOMS LAWS, THE

PRIME EXAMPLE BEING TO CREATE A PRIVATE RIGHT OF ACTION FOR

THOSE INJURED BY CUSTOMS FRAUD. THESE PROPOSALS WERE

PRIMARILY INTENDED TO MEET THE PROBLEMS CREATED BY THE RAPID

GROWTH OF IMPORTS DURING THE LAST FEW YEARS, AND THE

ACCOMPANYING GROWTH IN THE NUMBER OF IMPORT RESTRAINTS, WHICH

HAD STRAINED THE ABILITY OF THE CUSTOMS SERVICE TO HANDLE ITS

TRADITIONAL RESPONSIBILITIES.
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It strikes me, however, that the proper approach to 

DEALING WITH THE VERY REAL PROBLEM OF INADEQUATE INSPECTION 

AND CONTROL OF IMPORTS BY THE CUSTOMS SERVICE IS TO INCREASE

THE RESOURCES AVAILABLE FOR COMMERCIAL OPERATIONS OF THE 

Service, not to come up with legalistic solutions that could 

CAUSE MORE PROBLEMS THAN THEY SOLVE. As ORIGINALLY PROPOSED 

in the Senate trade bill, the private right of action would

HAVE ALLOWED A NATIONAL TRADE ASSOCIATION TO TAKE TARGET

PRACTICE AGAINST FIRMS IT SUSPECTED OF FRAUDENTLY IMPORTING 

MERCHANDISE. THE COST OF POTENTIAL LITIGATION ALONE, WHETHER 

SUCCESSFUL OR NOT, COULD HAVE RAISED MAJOR PROBLEMS FOR 

RETAILERS, THE GREAT MAJORITY OF WHOM WOULD HAVE COMMITTED NO 

WRONG OTHER THAN TO SEEK EXPEDITOUS CLEARANCE OF THEIR 

MERCHANDISE THROUGH CUSTOMS.

This is not to say that a real problem does not exist, 

ONLY THAT THIS IS NOT THE BEST WAY IN WHICH TO ADDRESS IT. In 

FACT, I AM SERIOUSLY CONERNED ABOUT WHAT HAS HAPPENED TO THE

Customs Service under the Reagan Administration. With the
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RISE OF DRUG EPIDEMIC IN THIS COUNTRY, CUSTOMS HAS JUSTIFIABLY 

PLACED A GREAT EMPHASIS ON COMBATTING THE IMPORTATION OF THESE 

DEADLY SUBSTANCES. HOWEVER, THE MANPOWER RESOURCES DEVOTED TO 

COMMERCIAL OPERATIONS HAVE BEEN DRASTICALLY CUT BACK AND, IN 

MY VIEW, ARE QUITE INADEQUATE BOTH FROM THE PERSPECTIVE OF 

ENFORCEMENT OF LAWS AND REGULATIONS AND FROM PROVIDING 

SUFFICIENT ASSISTANCE TO IMPORTERS. NONETHELESS, WE IN THE 

Congress are annually presented with budget proposals from the 

Customs Service that seek to reduce existing personnel levels 

IN THE NAME OF FISCAL RESPONSIBILITY. As MANY OF YOU KNOW 

FROM EXPERIENCE, THESE CUTBACKS IN CUSTOMS PERSONNEL CARRY A 

PRICE WHICH YOU IN THE PRIVATE SECTOR FREQUENTLY HAVE TO PAY 

IN THE FORM OF INADEQUATE SERVICES.

Before I conclude my remarks on trade legislation, I 

KNOW THAT YOU ARE ALL INTERESTED IN THE FATE OF THE OMNIBUS 

TRADE LEGISLATION THAT HAS BEEN PASSED BY LARGE MARGINS IN 

both Houses of Congress. I'm afraid that I do not have a

CRYSTAL BALL THAT IS BETTER THAN ANYONE ELSE's IN THIS REGARD.
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The President has stated his intention to veto H.R. 3 when it 

REACHES HIS DESK LATER THIS WEEK. As YOU KNOW, IN THE SENATE 

THERE IS NOT A SUFFICIENT NUMBER OF VOTES TO OVERRIDE THE 

President's veto. This means that in order to have a trade

BILL THIS YEAR, WE MUST REDRAFT A BILL WHICH WOULD MEET THE 

President's objections, and which would still retain adequate 

SUPPORT IN BOTH THE HOUSE AND THE SENATE. THIS WILL BE A MOST 

DIFFICULT TASK, AND THE SUBSTANCE OF THE PRESIDENT'S VETO 

MESSAGE WILL BE CRITICAL. GIVEN THE VERY DELICATE BALANCING 

OF A TREMENDOUS RANGE OF POLITICAL INTERESTS THAT WENT INTO 

WRITING H.R. 3, THERE IS NOT MUCH ROOM FOR TINKERING.

Senator Robert Byrd has stated accurately that the Senate just 

DOES NOT HAVE TIME ON ITS CALENDAR TO REFORMULATE TRADE 

LEGISLATION. So, UNLESS AN EXPEDITIOUS COMPROMISE ON H.R. 3 

CAN BE ACHIEVED, THE PROSPECTS OF A TRADE BILL IN 1988 APPEAR 

QUITE DIM.

AS I POINTED OUT IN MY FLOOR STATEMENT ON H.R. 3, THE

BILL IS NOT WITHOUT FLAWS. THERE ARE SOME AREAS WHERE I THINK
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THE CONFERENCE COMMITTEE DID FINE WORK IN FASHIONING A BILL 

WITH CONSTRUCTIVE PROVISIONS, SUCH AS THE CHANGES IN 

Section 201 to make that statute more of an adjustment 

PROVISION.

In other areas, there are provisions that I WOULD 

PREFER TO SEE EITHER MODIFIED OR DROPPED FROM THE BILL. THESE 

INCLUDE THE MANDATORY U.S. SANCTIONS FOR EXPORT CONTROL 

VIOLATIONS BY FOREIGN FIRMS. BUT IN A PIECE OF LEGISLATION OF 

THIS SCOPE, NO ONE SENATOR DRAFTS THE BILL, AND THEREFORE, NO 

Senator gets a bill completely to his or her satisfaction. I 

AM HOPEFUL THAT THE PRESIDENT'S VETO MESSAGE WILL DESCRIBE 

OBJECTIONS WHICH THE CONGRESS CAN REASONABLY ACCOMODATE. If 

NOT, I FEAR THAT THE LONG HOURS OF WORK OVER THE LAST THREE 

YEARS ON THIS LEGISLATION WILL BE FOR NAUGHT.

AS FAR AS THE SENATE IS CONCERNED, IT STILL HAS ANOTHER 

PIECE OF MAJOR TRADE LEGISLATION COMING BEFORE IT — THE U.S."

Canada Free Trade Agreement. So as you can see, trade
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LEGISLATION WILL CONTINUE TO BE A MAJOR CONGRESSIONAL CONCERN 

RIGHT THROUGH THE FALL.

On the taxation front, I REMAIN hopeful tht the 

Technical Corrections Act of 1988 will be passed this year, 

ALTHOUGH THIS TOO IS BY NO MEANS A CERTAINTY. THE TECHNICAL 

CORRECTIONS BILL REINTRODUCED ON MARCH 31, 1988, WILL SERVE AS 

THE BLUEPRINT FOR THE HOUSE WAYS AND MEANS COMMITTEE'S MARKUP 

SESSIONS, WHICH ARE EXPECTED TO BEGIN LATER THIS MONTH. In 

the Senate the Finance Committee should follow suit shortly 

THEREAFTER. It IS A SAFE BET THAT MEMBERS OF CONGRESS WILL 

TRY TO USE THIS VEHICLE TO EXTEND TAX PROVISIONS WHICH HAVE 

EXPIRED OR ARE DUE TO EXPIRE. THIS COULD JEOPARDIZE THE 

ULTIMATE PASSAGE OF THIS BILL, ESPECIALLY IF THE MEASURE 

BEGINS TO RESEMBLE A CHRISTMAS TREE. CONGRESS WOULD THEN BE 

FORCED TO CHOOSE BETWEEN A STRIPPED DOWN TECHNICAL CORRECTIONS

BILL OR PERHAPS NO TAX LEGISLATION AT ALL UNTIL NEXT YEAR.
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It has been said that there are two certainties in life 

— DEATH AND TAXES. THE PRINCIPAL DIFFERENCE BETWEEN THE TWO 

IS THAT DEATH DOESN'T GET WORSE EVERY TIME THE CONGRESS MEETS.

On this inspiring note, I WILL bring my remarks to a 

CLOSE AND ENTERTAIN ANY QUESTIONS YOU MAY HAVE. THANK YOU FOR 

INVITING ME TO JOIN YOU THIS MORNING.

# # #
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EXIST AROUND THE GLOBE. I BELIEVE THAT THE OMNIBUS TRADE 

BILL, PASSED BY THE CONGRESS, LARGELY ACCOMPLISHES THE FIRST 

OBJECTIVE AND, TO THE LIMITED EXTENT THAT THE U.S. CAN ACT 

UNILATERALLY, MOVES US IN THE DIRECTION OF THE SECOND GOAL.

I NEED NOT RECOUNT EACH OF THE MYRIAD OF PROPOSALS THAT

WERE OFFERED DURING THE LAST YEAR, WHICH WHILE

WELL-INTENTIONED, WOULD HAVE MADE THE DAY"TO”DAY OPERATIONS OF

FIRMS SUCH AS YOURS MORE DIFFICULT AND MORE COSTLY. KNOW

THAT YOUR ASSOCIATION WAS PARTICULARLY CONCERNED WITH

PROPOSALS TO REVAMP THE OPERATION OF OUR CUSTOMS LAWS, THE

PRIME EXAMPLE BEING TO CREATE A PRIVATE RIGHT OF ACTION FOR

THOSE INJURED BY CUSTOMS FRAUD. THESE PROPOSALS WERE

PRIMARILY INTENDED TO MEET THE PROBLEMS CREATED BY THE RAPID

GROWTH OF IMPORTS DURING THE LAST FEW YEARS, AND THE

ACCOMPANYING GROWTH IN THE NUMBER OF IMPORT RESTRAINTS, WHICH

HAD STRAINED THE ABILITY OF THE CUSTOMS SERVICE TO HANDLE ITS

TRADITIONAL RESPONSIBILITIES.



Page 5

It strikes me, however, that the proper approach to 

DEALING WITH THE VERY REAL PROBLEM OF INADEQUATE INSPECTION 

AND CONTROL OF IMPORTS BY THE CUSTOMS SERVICE IS TO INCREASE 

THE RESOURCES AVAILABLE FOR COMMERCIAL OPERATIONS OF THE 

Service, not to come up with legalistic solutions that could 

CAUSE MORE PROBLEMS THAN THEY SOLVE. As ORIGINALLY PROPOSED 

in the Senate trade bill, the private right of action would 

HAVE ALLOWED A NATIONAL TRADE ASSOCIATION TO TAKE TARGET 

PRACTICE AGAINST FIRMS IT SUSPECTED OF FRAUDENTLY IMPORTING 

MERCHANDISE. THE COST OF POTENTIAL LITIGATION ALONE, WHETHER 

SUCCESSFUL OR NOT, COULD HAVE RAISED MAJOR PROBLEMS FOR 

RETAILERS, THE GREAT MAJORITY OF WHOM WOULD HAVE COMMITTED NO 

WRONG OTHER THAN TO SEEK EXPEDITOUS CLEARANCE OF THEIR 

MERCHANDISE THROUGH CUSTOMS.

This is not to say that a real problem does not exist, 

ONLY THAT THIS IS NOT THE BEST WAY IN WHICH TO ADDRESS IT. In 

FACT, I AM SERIOUSLY CONERNED ABOUT WHAT HAS HAPPENED TO THE

Customs Service under the Reagan Administration. With the



Page 6

RISE OF DRUG EPIDEMIC IN THIS COUNTRY, CUSTOMS HAS JUSTIFIABLY 

PLACED A GREAT EMPHASIS ON COMBATTING THE IMPORTATION OF THESE 

DEADLY SUBSTANCES. HOWEVER, THE MANPOWER RESOURCES DEVOTED TO 

COMMERCIAL OPERATIONS HAVE BEEN DRASTICALLY CUT BACK AND, IN 

MY VIEW, ARE QUITE INADEQUATE BOTH FROM THE PERSPECTIVE OF 

ENFORCEMENT OF LAWS AND REGULATIONS AND FROM PROVIDING 

SUFFICIENT ASSISTANCE TO IMPORTERS. NONETHELESS, WE IN THE 

Congress are annually presented with budget proposals from the 

Customs Service that seek to reduce existing personnel levels 

IN THE NAME OF FISCAL RESPONSIBILITY. As MANY OF YOU KNOW 

FROM EXPERIENCE, THESE CUTBACKS IN CUSTOMS PERSONNEL CARRY A 

PRICE WHICH YOU IN THE PRIVATE SECTOR FREQUENTLY HAVE TO PAY 

IN THE FORM OF INADEQUATE SERVICES.

Before 1 conclude my remarks on trade legislation, I 

KNOW THAT YOU ARE ALL INTERESTED IN THE FATE OF THE OMNIBUS 

TRADE LEGISLATION THAT HAS BEEN PASSED BY LARGE MARGINS IN 

both Houses of Congress. I'm afraid that I do not have a

CRYSTAL BALL THAT IS BETTER THAN ANYONE ELSE's IN THIS REGARD.



Page 7

The President has stated his intention to veto H.R. 3 when it 
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