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HF, IT R E S O L V E D  by the L e g i s l a t u r e  o f  the S t a t e  of A l a s k a :

W H E R E A S  C o n g r e s s  is now c o n s i d e r i n g  l e g i s l a t i o n  
w h i c h  i n c l u d e s  p r o v i s i o n s  c o n c e r n i n g  the e x p o r t  of A l a s k a n  
c r u d e  oil; and

W H E R E A S  there are p r o p o s a l s  b e f o r e  C o n g r e s s  to 
c h a n g e  e x i s t i n g  federal law w h i c h  e f f e c t i v e l y  p r o h i b i t s  the
e x p o r t  of A l a s k a n  c rude oil; and

W H E R E A S  the e x p o r t  of A l a s k a n  c r u d e  oil will result 
in a large i n crease in f e d e r a l  r e v e n u e s  by i n c r e a s i n g  
c o l l e c t i o n s  u n d e r  the w i n d f a l l  p r o f i t s  tax; and

W H E R E A S  oil e x p o r t  to P a c i f i c  R i m  a l l i e s  w i l l  
s t r e n g t h e n  their n a t i o n a l  s e c u r i t y  by r e d u c i n g  their d e p e n­
d e n c e  on u n s t a b l e  f o r e i g n  s o u r c e s  and d i s c o u r a g e  tho d e­
ve l o p m e n t  of an e n e r g y  s u p p l y  r e l a t i o n s h i p  b e t w e e n  such 
c o u n t r i e s  and the S o v i e t  Union; and

W H E R E A S  the A l a s k a  L e g i s l a t u r e  b e l i e v e s  it m a k e s  no 
s e n s e  to s p end b i l l i o n s  of tax d o l l a r s  a n n u a l l y  to p r o v i d e  
for tho m i l i t a r y  s e c u r i t y  of c o u n t r i e s  on tho P a c i f i c  Rim 
w i t h o u t  a l s o  r e d u c i n g  the p o s s i b i l i t y  of: a r m e d  c o n f l i c t  by 
p r o v i d i n g  for the e n e r g y  s e c u r i t y  of those c o u n t r i e s ;  and

W H E R E A S  oil e x p o r t  will p r o v i d e  i n c e n t i v e s  tor 
f u r t h e r  oil e x p l o r a t i o n  in A l a s k a ,  thus i n c r e a s i n g  the 
e n e r g y  s e c u r i t y  of tho U n i t e d  S t a t e s ,  and r e d u c i n g  oil c o s t s
to Lhe A m e r i c a n  c o n s u m e r  o v e r  the long term; and

NOW, T H E R E F O R E ,  HE IT R E S O L V E D  that the A l a s k a  
S t a t e  L e g i s l a t u r e  r e s p e c t f u l l y  r e q u e s t s  the U.S. C o n g r e s s  to 
e n a c t  p r o v i s i o n s  of law w h i c h  w i l l  p e r m i t  the ex p o r t  of 
A l a s k a n  c r u d e  oil; and

BE IT F U R T H E R  R E S O L V E D  that the A l a s k a  C o n g r e s s­
ional d e l e g a t i o n  is u r g e d  to use its b e s t  e f f o r t s  to e f f e c t  
p a s s a g e  of l e g i s l a t i o n  w h i c h  will p e r m i t  the export: ot
A l a s k a n  c r u d e  oil.

C o p i e s  of this r e s o l u t i o n  shall be sent to tin’ 
H o n o r a b l e  Ro n a l d  Reagan, P r e s i d e n t  of the U n i t e d  S t a t e s ;  
H o n o r a b l e  O o o r g c  Hush, I r e s i d e n t  of tho U.S. Senate; H o n­
o r a b l e  T h o m a s  O ' N eil, S p e a k e r  of the U.S. H o u s e  of R e p r e­
sen t a t i v e s ;  the H o n o r a b l e  J a k e  Warn, C h a i r m a n  of the S e n a t e  
Ban k i n g ,  H o u s i n g  and U r b a n  Afffi^rs C o m m i t t e e ;  the H o n o r a b l e  
C l e m e n t  7gblo6"ki, C h a i r m a n  of the H o u s e  F o r e i g n  A f f a i r s  
C o m m i t t e e ;  to tho H o n o r a b l e  T o d  S t e v e n s  and H o n o r a b l e  F r ank



M u r k o w s k i ,  U.S. S e n a t o r s ,  and the H o n o r a b l e  Don Young, U.S. 
R e p r e s e n t a t i v e , m e m b e r s  of the A l a s k a  d e l e g a t i o n  in C o n­
gres s ;  and to the R e p r e s e n t a t i v e  of the G o v e r n o r  of A l a s k a  
in Viashington D.C., for such o t h e r  d i s t r i b u t i o n  to m e m b e r s  
of C o n g r e s s ,  r e p r e s e n t a t i v e s  of the N a t i o n a l  A d m i n i s t r a t i o n ,  
and o t h e r  i n d i v i d u a l s  as he sees fit.
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E x c e r p t s  f r o m  t h e  S p e e c h  of  
E S T H E R  C. WTJNNICKE 

D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  
a t  a

C o n f e r e n c e  o n  t h e  E x p o r t  of A l a s k a  Oil 
s p o n s o r e d  b y  

Th e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e
a n d  the

O i l  a n d  G a s  C o m m i t t e e ,  a j o i n t  S e n a t e / H o u s e  C o m m i t t e e
A p r i l  23, 1983

A s  y o u  k n o w  f r o m  the c o m m e n t s  of  the p r e v i o u s  s p e a k e r s ,  the 
S t a t e  is v e r y  c o n c e r n e d  a b o u t  the c u r r e n t  l i m i t a t i o n s  t h a t  
a p p l y  to the e x p o r t  of N o r t h  S l o p e  oil. G o v e r n o r  S h e f f i e l d  
has c o n s i d e r e d  this i s s u e  v e r y  c a r e f u l l y  s i n c e  t a k i n g  o f f i c e ,  
and, a f t e r  m u c h  t h o u g h t ,  h a s  d e c i d e d  to j o i n  the n a t i o n a l  
A d m i n i s t r a t i o n  in s u p p o r t i n g  e f f o r t s  to r e m o v e  the c u r r e n t  
i m p e d i m e n t s  to o i l  e x p o r t s .  J o h n  Katz, as S p e c i a l  C o u n s e l  
to t h e  G o v e r n o r  in W a s h i n g t o n ,  w i l l  . w o r k i n g  w i t h  S e n a t o r  
S t e v e n s  a n d  o t h e r  m e m b e r s  o f  the S t a t e ’" C o n g r e s s i o n a l  
D e l e g a t i o n  to try to a c h i e v e  t h a t  r e s u l t  in C o n g r e s s .

G o v e r n o r  S h e f f i e l d  m a d e  his d e c i s i o n  for two p r i m a r y  r e a s o n s .  
F i r s t ,  h e  b e l i e v e s  t h a t  o u r  f o r e i g n  t r a d e  o p p o r t u n i t i e s  w i t h  
the n a t i o n s  of the P a c i f i c  R i m  s h o u l d  b e  as u n r e s t r i c t e d  as 
p o s s i b l e ,  as a m a t t e r  o f  p r i n c i p l e .  W e  s u p p o r t  i n c r e a s i n g  
the a v a i l a b l e  o p t i o n s  for d i s p o s i t i o n  of oil p r o d u c e d  in 
A l a s k a .  S e c o n d ,  the S t a t e  c o u l d  r e a p  s o m e  s i g n i f i c a n t  r e v e n u e  
b e n e f i t s  f r o m  the sa l e  of N o r t h  S l o p e  o i l  to Japan, as w o u l d  
the p r o d u c e r s  and the f e d e r a l  g o v e r n m e n t .

T o  the e x t e n t  th a t  w e l l h e a d  p r i c e s  i n c r e a s e ,  p r o d u c e r s  w i l l  
h a v e  a g r e a t e r  i n c e n t i v e  to e x p l o r e  a n d  d e v e l o p  m o r e  m a r g i n a l  
f i e l d s  in the A r c t i c .

A t  the p r e s e n t  time, a b o u t  1.6 m i l l i o n  b a r r e l s  of N o r t h  
S l o p e  o i l  a r e  d e l i v e r e d  to V a l d e z  e v e r y  day; of t h a t  a m o u n t ,  
a b o u t  8 0 0 , 0 0 0  b / d  are s o l d  a n d  r e f i n e d  in A l a s k a  or o n  the W e s t  
C o a s t ,  and 8 0 0 , 0 0 0  b/d a r e  s o l d  a n d  r e f i n e d  in the G u l f  of 
M e x i c o  or E a s t  Coast. O f  p a r t i c u l a r  .interest to the S t a t e  
is the d i s p o s t i o n  of o u r  r o y a l t y  oil, w h i c h  .is e x a c t l y  o n e -  
e i g h t h  of t h a t  p r o d u c t i o n ,  o r  a b o u t  2 0 0 , 0 0 0  b/d. E i g h t y - s i x  
t h o u s a n d  b / d  of th a t  o i l  is p r e s e n t l y  c o m m i t t e d  u n d e r  l o n g -  
Lerm c o n t r a c t s  w i t h  N o r t h  P o l e  R e f i n i n g ,  G o l d e n  V a l l e y  
E l e c t r i c  and T e s o r o .  T w o  a d d i t i o n a l  a g r e e m e n t s ,  w i t h  Teso.ro 
a n d  C h e v r o n ,  w h i c h  w o u l d  c o m m i t  a n o t h e r  4 4 , 0 0 0  b/d of N o r t h  
S l o p e  o i l  for i n - s t a t e  use, a r e  c u r r e n t l y  p e n d i n g  b e f o r e  the 
L e g i s l a t u r e .  S i n c e  t h e s e  c o m m i t m e n t s  a r c  a l l  c o n t r a c t u a l l y  
e x p r e s s e d  as a fixed p e r c e n t a g e ,  as o p p o s e d  to a f r  e d  
v o l u m e ,  the a c t u a l  v o l u m e s  d e l i v e r e d  u n d e r  the c o n t r a c t s
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w i l l  d e c l i n e  as P r u d h o e  B a y  p r o d u c t i o n  d e c l i n e s .  T h e  S t a t e  
c a n  a l s o  u n d e r  c o n t r a c t s  n o w  p r o p o s e d  " t a k e  b a c k "  ( s u b j e c t  
to t h i r d  p a r t y  c o n t r a c t s ,  of c o u r s e )  s o m e  5 0 , 0 0 0  b / d  of 
r e s i d u a l  o i l  for e x p o r t  or i n - s t a t e  r e f i n i n g .

T h e  S t a t e  h a s  n o t  y e t  c o m m i t t e d  any o f  its K u p a r u k  r o y a l t y  
p r o d u c t i o n ,  w h i c h  is p r e s e n t l y  a b o u t  1 0 , 0 0 0  b/d. If K u p a r u k  
p r o d u c t i o n  i n c r e a s e s  as p l a n n e d ,  o v e r  3 0 , 0 0 0  b / d  of r o y a l t y  
o i l  w o u l d  b e  a v a i l a b l e  f r o m  t h a t  field. W e  a l s o  e x p e c t  t h a t  
n e w  f i e l d s  o n  S t a t e  l a n d s  o n  t h e  N o r t h  S l o p e  w i l l  add a n o t h e r  
t w e n t y  to f i f t y  t h o u s a n d  b / d  of r o y a l t y  o i l  d u r i n g  the n e x t  
t e n  y e a r s .

T h e  S t a t e  c o u l d  b e n e f i t  if o i l  e x p o r t s  w e r e  a],lowed t h r o u g h  
e i t h e r  t h e  s a l e s  of s o m e  of its r e m a i n i n g  r o y a l t y  s h a r e  at  a 
h i g h e r  p r i c e  t h a n  it  n o w  r e c e i v e s ,  o r  t h r o u g h  an  i n c r e a s e  in 
a l l  r o y a l t y  a n d  s e v e r a n c e  tax c o l l e c t i o n s  r e s u l t i n g  f r o m  
s a l e s  a t  a h i g h e r  p r i c e  by  the p r o d u c e r s .  E s t i m a t i n g  the 
e x a c t  v a l u e  of t h e s e  p o s s i b l e  b e n e f i t s  is d i f f i c u l t ,  b e c a u s e  
o f  the v a r i e t y  of the f a c t o r s  w h i c h  w i l l  i n f l u e n c e  the 
n e t b a c k ,  o r  w e l l h e a d ,  p r i c e  of o i l  s o l d  to J a p a n .  W i l l  the 
o i l  m o v e  in o p e r a t i o n a l l y - c h e a p e r  f o r e i g n  t a n k e r s ,  or in 
J o n e s  A c t  A m e r i c a n  b o t t o m s ?  W i l l  the J a p a n e s e  p a y  the p r i c e  
o f  o t h e r  e q u i v a l e n t  c r u d e s ,  o r  a t t e m p t  to s h a r e  in the 
b e n e f i t s  of e x p o r t s  b y  b a r g a i n i n g  for l o w e r  p r i c e s ?

F o r  a v a r i e t y  of r e a s o n s ,  the S t a t e  w o u l d  li k e  to see p r o d u c e r  
s a l e s  to J a p a n ,  as w e l l  as c o n s i d e r a t i o n  of  r o y a l t y  sales, 
if t h e  b a n  w e r e  lifted. T h e  p r o d u c e r s  h a v e  s e v e n  t i m e s  as 
m u c h  o i l  w i t h i n  t h e i r  c o n t r o l  as the S t a t e ,  a n d  p o s s e s s  a 
g r e a t  d e a l  of e x p e r t i s e  in c o m m e r c i a l  t r a d i n g .  B e c a u s e  of 
the m u c h  g r e a t e r  v o l u m e s  of o i l  t h a t  c o u l d  b e  s o l d  to J a p a n  
b y  the p r o d u c e r s ,  the S t a t e  c o u l d  s t a n d  to g a i n  r^r m o r e  
f r o m  t h e  s e v e r a n c e  tax a n d  r o y a l t y  v a l u a t i o n  b e n e f i t s  of 
p r o d u c e r  s a l e s  th a n  f r o m  the s a l e  of its o w n  r o y a l t y  oil. 
A d d i t i o n a l l y ,  the n a t i o n a l  t r e a s u r y  w o u l d  o n l y  b e n e f i t  f r o m  
p r o d u c e r  sa l e s ,  s i n c e  the S t a ^ e  p a y s  no  f e d e r a l  t axes on 
its r o y a l t y  sales.

A l t h o u g h  the S t a t e  c o u l d  r e l i z e  a s u b s t a n t i a l  i n c r e a s e  in 
r e v e n u e s  f r o m  r o y a l t y  s a l e s  to J a p a n ,  w e  f e e l  t h a t  the 
p r o c e s s i n g  a n d  u s e  of t h a t  o i l  in A l a s k a  s h o u l d  h a v e  f i r s t  
p r i o r i t y .  I n d eed, u n d e r  c u r r e n t  S t a t e  law, o i l  c a n n o t  b e  
s o l d  o u t s i d e  the S t a t e  u n l e s s  it is s u r p l u s  to i n - s t a t e  
needs. T h e  c r i t e r i a  e s t a b l i s h e d  by  t h e  S t a t e  s t a t u t e s  
p r o v i d e  t h a t  i n - s t a t e  p r o c e s s i n g  and s u p p l y  a r e  the h i g h e s t  
a n d  b e s t  u s e  for r o y a l t y  oil, a l l  o t h e r  t h i n g s  b e i n g  equal.

In  the c o n t r a c t s  w h i c h  a r e  p r e s e n t l y  p e n d i n g  b e f o r e  the 
L e g i s l a t u r e ,  w e  w i l l  h e l p  a l o n g s t a n d i n g  e x i s t i n g  A l a s k a  
r e f i n e r  s t a y  in o p e r a t i o n  d e s p i t e  a s h o r t a g e  of  s u p p l y  to 

its w o r l d w i d e  s y s t e m ,  a n d  h e l p  a n o t h e r  l o n g s t a n d i n g  A l a s k a
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r e f i n e r  c o n s t r u c t  a s i g n i f i c a n t  n e w  e x p a n s i o n .  B o t h  of 
t h o s e  a g r e e m e n t s  m e a n  jobs for the S t a t e ' s  c i t i z e n s ,  a b o o s t  
to the l o c a l  a n d  r e g i o n a l  e c o n o m i e s ,  a n d  a n  i m p r o v e m e n t  to 
the l o c a l  a n d  S t a t e  tax base. W e  d o  s u p p o r t  e x p o r t ,  b u t  
o n l y  o f  t h e  b a r r e l s  r e m a i n i n g  a f t e r  w e  h a v e  p r o v i d e d  for i n­
s t a t e  n e e d s .

C u r r e n t  l a w  a l l o w s  f o r  the e x p o r t  of r e s i d u a l  o i l  a n d  p e t r o l e u m  
p r o d u c t s .  A n d  w e  u n d e r s t a n d  s o m e  A l a s k a  r e f i n e r s  h a v e  h a d  
d i s c u s s i o n s  w i t h  the J a p a n e s e ,  b u t  t h e r e  h a v e  b e e n  no t r a n s a c t i o n s  
to  d a te. W e  c a n n o t  a t  this t i m e  e s t i m a t e  f i r m  o p p o r t u n i t i e s  
f o r  sa es of r e s i d u a l  o i l  to Japan.

O i l  e x p o r t s  m i g h t  a l s o  p r o v i d e  a n  " o p e n i n g  d o o r "  th a t  w o u l d  
s t i m u l a t e  f u r t h e r  J a p a n e s e  i n t e r e s t  in o t h e r  e n e r g y  r e s o u r c e s  
f o u n d  in A l a s k a  t h a t  a r e  n o t  s u b j e c t  to e x p o r t  r e s t r i c t i o n s ,  
s u c h  as coal. W e  w o u l d  v e r y  m u c h  l i k e  to d o  a n y t h i n g  w e  c a n  
to a i d  the e f f o r t s  of o u r  c o a l  l e s s e e s  to m a r k e t  t h e i r  
p r o d u c t s  in t h e  P a c i f i c  Rim.

T h e  S t a t e  w i l l  n e e d  to a p p r o a c h  its e f f o r t  to i n f l u e n c e  
C o n g r e s s i o n a l  c o n s i d e r a t i o n  o f  t h i s  i s s u e  d e l i c a t e l y .  I t  is 
w o r t h  r e m e m b e r i n g  t h a t  the S t a t e ' s  l a s t  e f f o r t  in this a r e a  
f a i l e d  to a c c o m p l i s h  its goal, a n d  i n s t e a d  s a w  the t i g h t e n i n g  
of e x p o r t  r e s t r i c t i o n s  in C o n g r e s s .

In c o n c l u s i o n ,  the G o v e r n o r  w o u l d  v e r y  m u c h  l i k e  to see 
e x p o r t  r e s t r i c t i o n s  o n  A l a s k a  o i l  l i f t e d  b y  the C o n g r e s s .
H e  h a s  a s k e d  h i s  s t a f f  in W a s h i n g t o n ,  s u p p o r t e d  by the r e s t  
of t h e  A d m i n i s t r a t i o n ,  to w o r k  t o w a r d  t h a t  end. W e  k n o w  
t h a t  w e  h a v e  a t o u g h  job a h e a d  of us. In l i g h t  of o u r  
s t a n c e  o n  o i l  e x p o r t s ,  w e  s t i l l  s e e  o u r  p e n d i n g  r o y a l t y  o i l  
a g r e e m e n t s  w i t h  T e s o r o  a n d  C h e v r o n  as  b e i n g  v e r y  t a n g i b l y  in 
t he b e s t  i n t e r e s t s  of A l a s k a .
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D e a r  B e t tye:

P l e a s e  e x c u s e  the d e l a y  in my r e s p o n d i n g  to y o u r  le t t e r  
of M a r c h  14, 1983, I just got b a c k  from an A l a s k a  forest 
p r o d u c t s  s a l e s  p r o m o t i o n  tr i p  to J a p a n  a n d  C h i n a  a n d  ha v e  o n l y  
r e c e n t l y  had time to g i v e  y o u r  le t t e r  the p r o p e r  c o n s i d e r a t i o n  
it d e s e r v e s .

In y o u r  l e t t e r  y o u  m e n t i o n  y o u r  c o n c e r n  that p a s s a g e  of 
S J R  ]2 c o u l d  p o t e n t i a l l y  h a r m  o u r  e f f o r t s  to r elax oil ex p o r t  
r e s t r i c t i o n s  in C o n g r e s s ,  W h i l e  that m a y  ha v e  been the c a s e  
o n e  m o n t h  ago, the s i t u a t i o n  lias ch a n g e d .

O p p o s i t i o n  to r e l a x a t i o n  of any r e s t r i c t i o n s  has i n c r e a s e d  
lately, w i t h  184 c o s p o n s o r s  in the H o u s e  on C o n g r e s s m a n  M c K i n n e y ' s  
bill to e x t e n d  e x p o r t  r e s t r i c t i o n s .  T h e  A d m i n i s t r a t i o n  is p e r­
c e i v i n g  v e r y  l i t t l e  s u p p o r t  in C o n g r e s s  to r e l a x  r e s t r i c t i o n s  
an d  is h o l d i n g  b a c k  fr o m  l e a d i n g  the charge.

W i t h  o p p o s i t i o n  m o u n t i n g  on all fr o n t s  I do not think it 
w o u l d  b e  c o u n t e r p r o d u c t i v e  or i n a p p r o p r i a t e  to se n d  a s t r o n g  
s i g n a l  f r o m  A l a s k a  f a v o r i n g  e x p o r t s .  [t w o u l d  a c t u a l l y  be 
h e lpful, b e c a u s e  w i t h o u t  the S t a t e ' s  s u p p o r t  it w o u l d  be ve r y  
e a s y  for o p p o s i n g  i n t e r e s t s  to p o i n t  out the S t a t e ' s  d i s i n t e r e s t  
in e x ports.

I h o p e  this a n s w e r s  y o u r  q u e s t i o n s .  Wo are s till h o p e f u l  
but r e a l i z e  we  h a v e  a lot of h a r d  w o r k  a h e a d  of us.

S i n c e r e l y ,

/

t A

F r a n k  II. M u r k o w s k i
U n i t e d  S t a k e s  S e n a t o r
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D e a r  C o l l e a g u e :

A g r e a t  de a l  has b e e n  w r i t t e n  a n d  saicl r e c e n t l y  r e g a r d i n g  
the i s s u e  of e x p o r t  of A l a s k a  oil to Japan. L o b b y i s t s  are 
a c t i v e l y  o p p o s i n g  e x p o r t  a n d  p r e s e n t i n g  p o s i t i o n  p a p e r s  in 
s u p p o r t  of t h e i r  a r g u m e n t s .  W e  are w r i t i n g  to u r g e  you to
m a i n t a i n  a n e u t r a l  p o s i t i o n  u n t i l  all s i d e s  of the issue
have b e e n  heard.

We are not p r e p a r e d  at this time to e n d o r s e  a n y  s p e c i f i c  
p r o p o s a l  u n t i l  w e  h a v e  had a t h o r o u g h  a n a l y s i s  of the e c o­
nomic  impact a n d  e f f e c t s  of r e m o v i n g  part or all of  the 
r e s t r i c t i o n s .  H o w e v e r ,  we w o u l d  a d v o c a t e  l i f t i n g  the r e s t r i c­
tions if a s s u r e d  that n a t i o n a l  s e c u r i t y ,  m a r i t i m e ,  and oil 
i n d u s t r y  c o n c e r n s  h a v e  b e e n  a d e q u a t e l y  a d d r e s s e d .  For 
instance, it m a y  be d e s i r a b l e  to p r o t e c t  o u r  m a r i t i m e  i n d u s t r y  
by p r o v i d i n g  for c a r r i a g e  in U.S. t a nkers. O n e  t h i n g  is c e r­
tainl y  clear, t h e r e  are s t r a t e g i c ,  e c o n o m i c ,  and i n t e r n a t i o n a l  
t rade r e a s o n s  that m e r i t  y o u r  c o n s i d e r a t i o n  b e f o r e  m a k i n g  a
c o m m i t m e n t  on this issue.

A c r i t i c a l  c o m p o n e n t  of any i n t e r n a t i o n a l  t rade a g r e e m e n t  
w i t h  J a p a n  m a y  i n v o l v e  the w i l l i n g n e s s  of o u r  g o v e r n m e n t  to 
c o n s i d e r  m o d i f y i n g  w h a t  w a s  d e s c r i b e d  to us by Dr. Utz La n t z k e ,  
E x e c u t i v e  D i r e c t o r  of the I n t e r n a t i o n a l  E n e r g y  Agency, as an 
u n s i g h t l y  e x a m p l e  of U n i t e d  S t a t e s  p r o t e c t i o n i s m  s e r v i n g  no 
d e m o n s t r a b l e  n a t i o n a l  policy.

R e m e m b e r  that this i s s u e  i n v o l v e s  m o r e  than Japan, 
o t h e r  A s i a n  n a t i o n s  h a v e  a l s o  e x p r e s s e d  inter e s t .  By a l l o w­
ing s o m e  d e g r e e  of oil e x p o r t s  w e  w o u l d  be s e n d i n g  a s i g n a l  
o v e r s e a s  that the U.S. is a c u t e l y  a w a r e  or the e c o n o m i c  and 
s t r a t e g i c  i m p o r t a n c e  of o u r  P a c i f i c  R i m  n e i g h b o r s .

It is o u r  h o p e  that you will take the ti m e  to r e v i e w  
the a t t a c h e d  p o i n t  p a p e r  w h i c h  m e n t i o n s  s o m e  of the key 
b e n e f i t s  w h i c h  w o u l d  s t e m  from a l l o w i n g  s o m e  level of 
A l a s k a  oil export, T h e  A d m i n i s t r a t i o n  is w e i g h i n g  all of 
these f a c t o r s  in its n e g o t i a t i o n s  w i t h  the J a p a n e s e  on c o m­
p r e h e n s i v e  e n e r g y  a n d  t rade issues. Again, w e  u r g e  you to 
re m a i n  u n c o m m i t t e d  until s u f f i c i e n t  i n f o r m a t i o n  is a v a i l a­
ble  for a r e a s o n e d  d e c i s i o n  by the C o n g r e s s .  T h a n k  you for 
y o u r  a t t e n t i o n  to this i m p o r t a n t  matter.

A t t a c h m e n t



E X P O R T I N G  A L A S K A  OIL: T O E  R E A S O N S  W H Y

In  r e s p o n s e  t o  t h e  o i l  s h o c k s  of  t h e  1 9 7 0 ’s, C o n g r e s s  h a s  
e s s e n t i a l l y  b a n n e d  the e x p o r t  of c r u d e  oil p r o d u c e d  on A l a s k a’s 
N o r t h  S l o p e .  T h e  T r ~ n s - A l a s k a  P i p e l i n e  A u t h o r i s a t i o n  A c t  cf 1973 
e s t a b l i s h e d  t h e  i n i t i a l  r e s t r i c t i o n s  on  e x p o r t .  T h e s e  w e r e  
t i g h t e n e d  b y  the E x p o r t  A d m i n i s t r a t i o n  Act of 1979 to c r e a t e  an 
e f f e c t i v e  b a n  on e x p o r t s .  T h e  E x p o r t  A d m i n i s t r a t i o n  Act w i l l  be 
c o n s i d e r e d  f o r  r e n e w a l  by C o n g r e s s  l a t e r  this y e ar. T h e  time has 
c o m e  f o r  a f r e s h  l o o k  at the e x p o r t a t i o n  of A l a s k a  oil. The ca s e  
f o r  e a s i n g  e x p o r t  r e s t r i c t i o n s  is c o m p e l l i n g :

it w i l l  l e a d  to the d i s c o v e r y  of new d o m e s t i c  reser v e s :

it w i l l  i n c r e a s e  f e d e r a l  r e v e n u e s ;

it w i l l  e n h a n c e  n a t i o n a l  s e c u r i t y  by r e d u c i n g  the 
d e p e n d e n c e  of  key A s i a n  a l l i e s  c n  u n s t a b l e  s o u r c e s  of  
s u p p l y ;

it w i l l  i m p r o v e  the U.S. b a l a n c e  of t r a d e  w i t h  J a p a n ;

it w i l l  f a c i l i t a t e  e f f o r t s  to s e c u r e  r e c i p r o c a l  trade 
a g r e e m e n t s  w i t h  the J a p a n e s e ;

it w i l l  n o t  r e d u c e  U.S. oil s u p p l i e s ;  and,

it wi l l  not r a i s e  the p r i c e  c o n s u m e r s  pay for oil.

[b a c k g r o u n d  on A l a s k a  Oil

E a c h  d a y ,  1 . 6  m i l l i o n  b a r r e l s  o f  A l a s k a  c r u d e  oil a r e  s h i p p e d  
t h r o u g h  t h e  T r a n s - A l a s k a  P i p e l i n e  to V a l d e z  f o r  t r a n s f e r  to 
t a n k e r s  s e r v i n g  the W e s t  C o a s t  and G u l f  C o a s t  m a r k e t s .  W e s t  C oast 
r e f i n e r i e s  c a n  a b s o r b  o n l y  a b o u t  8 0 0 , 0 0 0  b a r r e l s  a d a y .  Tht 
b a l a n c e  is e i t h e r  s h i p p e d  t h r o u g h  t h e  P a n a m a  C a n a l  or t r a n s p o r t e d  
v i a  t h e  n e w  N o r t h v i l l e  p i p e l i n e  a c r o s s  P a n a m a  and then t a k e n  by 
s m a l l e r  U.S. v e s s e l s  to the G u l f  C o a s t .

I t  c o s t s  a p p r o x i m a t e l y  $ 1.50 a b a r r e l  to s h i p  oil f r o m  V a l d e z  to 
t h e  W e s t  C o a s t ,  a d i s t a n c e  of 3 , 0 0 0  to *1,000 m i l e s .  S h i p p i n g  to 
t h e  G u l f  C o a s t  c o s t s  ov e r  t h r e e  t i m e s  as m u c h  —  f r o m  $*[.00 (via 
t h e  N o r t h v i l l e  P i p e l i n e )  to $ 5 . 0 0  ( v i a  t a n k e r s )  a b a r r e l  —  f o r  a 
d i s t a n c e  of a b o u t  1 3 , 0 0 0  miles. In c o n t r a s t ,  it is e s t i m a t e d  that 
it  w o u l d  c o s t  f r o m  $ . 5 0  to $ 1 . 1 0  a b a r r e l  ( d e p e n d i n g  on t h e  
v e s s e l )  t o  s h i p  o i l  to J a p a n  f r o m  V a l d e z ,  a d i s t a n c e  of  7 , 0 0 0  
m i l e s .  If e x p o r t  is a l l o w e d ,  a p p r o x i m a t e l y  60 p e r c e n t *  ol’ the 
t r a n s p o r t a t i o n  c o s t  s a v i n g s  w o u l d  g o  to the f e d e r a l  g o v e r n m e n t .

T h e  W i n d f a l l  P r o f i t s  T a x  (at a 70  p e r c e n t  rate) is a p p l i e d  to 
t h e  w e l l h e a d  p r i c e  ol’ oi l ,  a f t e r  a n  a l l o w a n c e  f o r  t h e  s t a t e  
s e v e r a n c e  t a x  a n d  r o y a l t i e s .  T h e  e f f e c t i v e  t a x  r a t e  Is 52 

p e r c e n t .  In a d d i t i o n ,  the f e d e r a l  c o r p o r a t e  i n c o m e  tax c a p t u r e s  
a b o u t  7 p e r c e n t  o f  the t r a n s p o r t a t i o n  c o s t  s a v i n g s .



V.’h e t h e r  or n o t  t h e  e x p o r t  r e s t r i c t i o n s  are e a s e d ,  the W e s t  C o a s t  
w i l l  r e m a i n  t h e  p r e f e r r e d  m a r k e t  foi A l a s k a  c r u d e  oil b e c a u s e  of 
its p r o x i m i t y  to A l a s k a  and its r e f i n i n g  and m a r k e t i n g  f a c i l i t i e s .  
T h e  W e s t  C o a s t  w i l l  c o n t i n u e  to r e c e i v e  as m u c h  A l a s k a  oil as it 
ca n  a b s o r b .  T h e  b a l a n c e  wi l l  be s h i p p e d  e i t h e r  to the G u l f  Co a s t ,  
a s  c u r r e n t l y  d o n e ,  o r  e x p o r t e d ,  T h e  d e c i s i o n  to e x p e r t  w i l l  be 
m a d e  by e a c h  m a j o r  p r o d u c e r .  T h e  p r o d u c e r s '  d e c i s i o n s  c o n c e r n i n g  
the t i m i n g  a n d  v o l u m e  of e x p o r t s  wi l l  be b a s e d  on m a r k e t  
c o n s i d e r a t i o n s .  U n d o u b t e d l y ,  the p r o c e s s  of e x p o r t i n g  oil w i l l  be 
a g r a d u a l  o n e  i n v o l v i n g  s u b s t a n t i a l l y  less t h a n  h a l f  of c u r rent 
p r o d u c t i o n .

S o m e  o f  t h e  r e a s o n s  f o r  e a s i n g  oil e x p o r t  r e s t r i c t i o n s  a r e  
d i s c u s s e d  b e l o w .

R e a s o n  #1: E x p o r t  W i l l  E n c o u r a r e  D e v e l o r m e n t  of N e w  Rose, ves

I n c e n t i v e s  m u s t  b e  p r o v i d e d  to e n c o u r a g e  e x p l o r a t i o n  for new oil 
r e s e r v e s  in A l a s k a .  In the e v e n t  of a n a t i o n a l  e m e r g e n c y ,  the 
s i z e  of d e v e l o p e d  d o m e s t i c  r e s e r v e s  will be c r u c i a l .  C u r r e n t l y ,  
the a m o u n t  of o i l  b e i n g  p r o d u c e d  f r o m  e x i s t i n g  f i e l d s  on the N o r t h  
S l o p e  is p r o j e c t e d  t o  f a l l  by  o n e - h a l f  o v e r  t h e  n e x t  f i f t e e n  
y e a r s .  H o w e v e r ,  e s t i m a t e s  of r e m a i n i n g  u n d i s c o v e r e d  r e c o v e r a b l e  
r e s e r v e s  in A l a s k a  r a n g e  u p  to 30 b i l l i o n  b a r r e l s .  F e r m i t t i n g  the 
e x p o r t  of A l a s k a  o i l  w i l l  p r o v i d e  a n  i n c e n t i v e  f o r  f u r t h e r  
e x p l o r a t i o n  a n d  d e v e l o p m e n t  of t h e s e  oil r e s e r v e s .

R e c a u s e  the W e s t  C o a s t  can a b s o r b  o n l y  50 p e r c e n t  of c u r r e n t  N o r t h  
S l o p e  p r o d u c t i o n ,  a n y  oil p r o d u c e d  fr o m  n e w  d i s c o v e r i e s  will h a v e  
t o  be s h i p p e d  t o  G u l f  C o a s t  m a r k e t s  at a c o s t  of $*[.00 to $ 5 . 0 0  a 
b a r r e l  - -  $ 3 . 5 0  t o  $*) . 50 m o r e  t h a n  it w i l l  c o s t  to s h i p  the sa m e  
b a r r e l  to the P a c i f i c  Him. B e c a u s e  oil f r o m  n e w  f i e l d s  is not 
s u b j e c t  to t h e  W i n d f a l l  P r o f i t s  T a x ,  t h i s  t r a n s p o r t a t i o n  c o s t  
p e n a l t y  has a s i g n i f i c a n t  n e g a t i v e  i m p a c t  on the p r o f i t a b i l i t y  of 
n e w  d e v e l o p m e n t .  E l i m i n a t i n g  t h i s  c o s t  p e n a l t y  by e a s i n g  t h e  
e x p o r t  r e s t r i c t i o n s  w i l l  i n c r e a s e  the i n c e n t i v e  for e x p l o r a t i o n .

R e a s o n  //?: E x p o r t  W i l l  I n c r e a s e  Fede r a l  R e v e n u e s

E x p o r t  of oil f r o m  the P r u d h o e  B a y  f i e l d  w i l l  I n c r e a s e  f e d e r a l  
r e v e n u e s .  B e c a u s e  the t r a n s p o r t a t i o n  c o s t  to m a r k e t  Is d e d u c t e d  
f r o m  the m a r k e t  p r i c e  in c a l c u l a t i n g  the w e l l h e a d  p r i c e  of c r u d e  
oil, i n e f f i c i e n t  t r a n s p o r t a t i o n  p a t t e r n s  r e d u c e  the a m o u n t  s u b j e c t  
t o  f e d e r a l  t a x .  C u r r e n t l y ,  t h e  f e d e r a l  g o v e r n m e n t  c a p t u r e s  
a p p r o x i m a t e l y  60 p e r c e n t  of a n y  i n c r e a s e  in t h e  w e l l h e a d  p r i c e  of 
c r u d e  oil f r o m  P r u d h o e  Bay. As a result, t h e  A m e r i c a n  t a x p a y e r  
w i l l  be the m a i n  b e n e f i c i a r y  of the r e d u c e d  t r a n s p o r t a t i o n  c o s t s  
a s s o c i a t e d  w i t h  e x p o r t i n g  t h i s  oil.

R e a s o n  //3: E x p o r t  W i l l  E n h a n c e  N a t i o n a l  S e c u r i t y

T h e  last ten y e a r s  h a v e  s h o w n  th a t  U.S. s e c u r i t y  is tied to the 
s e c u r i t y  of i t s  t r a d i n g  p a r t n e r s .  E x p o r t  of A l a s k a  oil w i l l  h e l p
d i v e r s i f y  t h e  s o u r c e s  o f  s u p p l y  f o r  o n e  of o u r  m o s t  i m p o r t a n t
A s i a n  a l l i e s .  J a p a n  n o w  r e l i e s  h e a v i l y  on oil f r o m  tl M i d d l e

E a s t .  New s o u r c e s  of e n e r g y  n o w  b e i n g  d e v e l o p e d  in the u . S . S . R .



and C h i n a  m a y  p r o v i d e  J a p a n  w i t h  an a l t e r n a t i v e  s u p p l y .  It is ir. 
the n a t i o n a l  s e c u r i t y  i n t e r e s t  f o r  J a p a n  to d i v e r s i f y  a w a y  from 
M i d d l e  E a s t e r n  s u p p l i e s  a n d  to  a v o i d  an e n e r g y  r e l a t i o n s h i p  w i t h  
the S o v i e t  U n i o n  or China.

It is s i g n i f i c a n t  to n o t e  t h a t ,  u n d e r  the t e r m s  of the 
I n t e r n a t i o n a l  E n e r g y  A g r e e m e n t ,  t h e  U . S .  w i l l  b e  r e q u i r e d  to 
s u p p l y  J a p a n  w i t h  oil i: a n  e n e r g y  e m e r g e n c y .  In s u c h  an event,
a n y  o i l  e x p o r t e d  to J a p a n  f r o m  A l a s k a  c o u l d  be c r e d i t e d  t o w a r d s  
U.S. o b l i g a t i o n s .

R e a s o n  E x p o r t  W i l l  I m p r o v e  B a l a n c e  of T r a d e

T h e  U.S. b a l a n c e  of t r a d e  p o s i t i o n  w i t h  J a p a n  w i l l  i m p r o v e  w i t h  
t h e  e x p o r t a t i o n  of  A l a s k a  o i l .  F o r  i n s t a n c e ,  if o n l y  2 0 0 , 0 0 0  
b a r r e l s  a day is e x p o r t e d ,  t h e  U. S .  b a l a n c e  of t r a d e  p o s i t i o n  will 
be i m p r o v e d  by o v e r  $2 b i l l i o n  a y e a r .

R e a s o n  //5: E x p o r t  W i l l  F a c i l i t a t e  T r a d e  N e g o t i a t i o n s

T h e  e x i s t i n g  r e s t r i c t i o n  o n  oil e x p o r t  is an  e x a m p l e  of U.S. t r a d e  
p r o t e c t i o n i s m .  U . S .  w i l l i n g n e s s  to r e m o v e  t h i s  b a r r i e r  w i l l  
c r e a t e  a m o r e  p o s i t i v e  c l i m a t e  f o r  c o n v i n c i n g  J a p a n  to e a s e  its 
I m p o r t  r e s t r i c t i o n s .

R e a s o n  //6: E x p o r t  W i l l  t.'ot H o d n c e  U.S. O i l  S u p p l i e s

E x p o r t  o f  A l a s k a  c r u d e  o i l  w i l l  n o t  a f f e c t  t h e  a m o u n t  of  oil 
a v a i l a b l e  to t h e  U n i t e d  S t a t e s .  A n y  oil e x p o r t e d  by the U n i t e d  
S t a t e s  w i l l  d i s p l a c e  o t h e r  o i l  I n  t h e  w o r l d  m a r k e t .  T h i s  oil 
w i l l  then be r o u t e d  ( t h r o u g h  the a c t i o n  of the f r e e  m a r k e t )  to the 
G u l f  C o a s t .  T h e  U.S. w i l l  c o n t i n u e  to h a v e  a c c e s s  to all the oil 
it n e e d s  at t h e  w o r l d  p r i c e .  It w i l l  m a k e  n o  d i f f e r e n c e  to the 
u l t i m a t e  c o n s u m e r  w h e t h e r  t h a t  oil o r i g i n a t e d  In A l a s k a ,  M e x i c o ,  
V e n e z u e l a  or t h e  M i d d l e  East.

R e a s o n  1/7: E x p o r t  W i l l  N o t  R a i s e  C o n s u m e r  C o s t s

R e g a r d l e s s  o f  t h e  f i n a l  d e s t i n a t i o n  o f  a p o r t i o n  o f  A l a s k a ' s  
o u t p u t ,  c o n s u m e r s  w i l l  c o n t i n u e  to pay the s a m e  p r i c e  f o r  oil. 
T h e  d e l i v e r e d  G u l f  C o a s t  p r i c e  f o r  oil is the s a m e  r e g a r d l e s s  of 
w h e r e  the oil o r i g i n a t e d .  A n y  d i f f e r e n c e  in t r a n s p o r t a t i o n  c o s t s  
a f f e c t s  the w e l l h e a d  p r i c e  —  n o t  the p r i c e  to the c o n s u m e r .



CORD MEYER

" 7 ‘ t never made any economic 
<j sense fo r  Am eric ans  to ship
j 600 .000 b a r re ls  a day o f  Alas- —Lkan surp lus o i l  th rough the 

Panama Canal to o u r  G u l f  ports at 
a t ransportat ion cost o f  55 a ba r ­
re l ,  when the short haul f r om  
A laska to Japan costs less than 
h a l f  as much, The Japanese a rc  
on ly  s l igh t ly  less anx ious to buy 
ou r  o i l  than the Mexicans a re 
eager to sel l to ou r  G u l f  Coast 
re f in e r ie s ,  with la rge  savings on 
transportat ion at both ends o f  the 
swap.

It makes even less strategic 
sense to push the Japanese into 
g rea te r  dependence on Russian oil 
and gas a" they seek to escape 
re l iance  on :he Pe rs ian G u l f  fo r  70 
percent o f  the ir  oil. Geopo lit ics 
and economics now combine to 
give the Reagan adm in is tra t ion a 
power fu l incentive to remove the 
leg is la t ive ban that since 197-1 has 
prohib ited the sale abroad o f A la s ­
kan oil .

Encouraged by Nutional Secu­
r ity  Adv ise r  W i l l iam  C la rk  and his 
able s ta f f ,  P res ident Reagan now 
has c le a r ly  s ignaled his w i l l in g ­
ness to see changes in the current 
low. One o f  the least-noticed but 
important resu lts  o f  Reagan's 
meeting with Japanese P r im e  M in ­
ister Yasuhiro Nakasone was the 
ag reement to set up a jo int w o rk ­
ing g roup on ene rgy  to exp lo re  
opportun it ies fo r  cooperation .

A lthough the m embersh ip  and 
te rm s o f  re fe rem . • still  a re  being 
negotiated, high on the agenda will 
be A laskan oil . H> avoid the ei i o r  
o f  the C u r le r  adm in is tra t ion  in 
wuiting too long be fo re  coope ra t ­

ing with Europeans to p r  ent 
the ir  growing dependenct on 
Soviet na tu ra l gas, this working 
group is seen as a f ram ew o rk  to 
p e rm i t  e f fec t iv e  jo in t  action 
b e fo re  the Japanese  become 
h o o k e d  on  R u s s i a n  e n e r g y  
sources . A Japanese consort ium , 
fo r  examp le , is on the th resho ld  o f  
a S3 b i l l ion to 54 bi l l ion comm it­
ment to the development with the 
Soviets o f  the Sakhalin rese rves

In the pa lmy days o f  A lexande r 
Haig, the fact that this in it iative 
o rig inated in the NSC s ta f f  would 
have been enough to ensure State 
Depa rtmen t opposition, but Sec­
re ta ry  o f  Stute George  Shu ltz has 
proved receptive.

Du r ing  his Tbkyo trip , Shultz 
made the point that a very  la rge  
reduct ion in the U.S. t rade deficit 
with Japan would be achieved by 
expo rt ing  Maskan oil . But he re a l ­
is t ica l ly  warned that negotiating 
with Congress fo r  changes in the 
law would be complicated.

In fact, J im m y  Carter, as p re s i ­
dent, made an abort ive  attempt to 
l i f t  the ban on the export o f  A las­
kan oil , on ly  to be discouraged by 
the organ ized opposition o f  the 
m ar i t im e  unions. Whethe r these 
powe r fu l fo rces can be won ove r o r  
ove r r idden  in this more  urgent sit­
uation depends on the adm in is t ra ­
tion's ab i l i ty  to take its strong case 
to the public .

The opposit ion o f  the mar i t im e 
unions de r ives f r om  the fuci 'hat 
the law now requ ire s  that a l l  I) S. 
coasta l t rade  be ca r r ied  in A m e r i ­
can ships with h igh ly paid A m e r i ­
can c rews. Since the Alaskan oil 
cannot be exported , its shipment 
a long the West Coast and through

Japan
the Panama Canal guarantees jobs 
to the unions. Mo re  than 2.500 
union jobs have come to depend on 
this protected trade.

Recogniz ing the po lit ica l clou' 
o f  the unions. American Ambassa 
do r  to Japan Mike Mansfie ld  made 
a signif icant speech in Tokyo in 
Decem be r He revea led that he had 
indications from  the Japanese p r i ­
vate sector that im po rte rs  would 
ag ree  to having a substantia l part 
o f  the A laskan oil t ransported m 
American ships even though this 
would add to the cost.

A n o th e r  d e ve lo pm en t  that 
makes it eas ier than be fore to 
a rgue fo r  a l low ing some export o f  
Alaskan oil is the d iscovery o f  vast 
new oil f ie lds  o f f  the Ca li fo rn ia  
coast and the prediction o f  huge 
new rese rves sti l l to be found in 
Alaska.

U nde r  these c ircumstances , 
some o f  the big oil companies that 
had invested heavily in a pipeline 
across Panama are no longe r sup ­
porting the ban on oil exportat ion 
to protect this investment. They 
a re  shift ing their position as Japan 
becomes m o re  important us a 
potential buye r o f  the growing s u r ­
plus.

S im ila r ly , the world oil glut has 
reduced the re levance o f  the a rg u ­
ment that we must keep every d rop 
o f  oil at home The Japanese may 
be p repared  to spend substantia l 
investment' capital on d iscovery  
and development o f  new rese rves  
in A laska It may well be that with 
this kind o f  joint cooperation more  
o i l wil l he d iscovered and brought 
on line than is ac tua l ly  -o ld to the 
Japanese,



ALASKAfi CJL 7 0  JAPAJ3?

MansMdt>seks sale
iI as trada-balancs aid
i ^  PI  ORE  than h a tra  decade ago. be fore the end of

[V  . 'construction on the trans-A laska oil pipeline, congresslon- 
J W L ia l and Carter-adm imstration energy expens with a 
global perspective were pushin'g the idea o f shipping some 
Alaskan oil to ja p an  os the best way to deal with an expected- 
on glut on thtf U.S. West Coast.

But Congress wasn’ t listening. Instead, it passed a 
nonsensical law that bars the sa le o f U.S. oil abroad. The theory 
was that the Amencnn people would be less inclined to conserve 
energy if thpy saw U.S. oil being shipped abroad.

• The thought a lso was advanced that allow ing exports would 
remove pressure to find a — —
way to move oil from  the • 7
West Coast to the Midwest. ” ’&.*£ " j ? , 

Neither argument made ” V  ’*£■'
a great deal o f sense. The ' *~T -i ri
first presumed that the V - I -  *-- \ ’ l '
Amencan puolic was too ,1*4%
dumo — to put it b luntly — co * ) "  ' ■ -V ' . t  n»- ~ • *
see the advantages o f oil- 
transportation savings that 
would be in the Interest o f 

_both Japan and the U.S. T he .
"seirchd argument poses the «r -j

question: Why-search f o r ’ f  -i
ways to move oil from  the fe  ­
west Coast to the Midwest sjv-i
when there is no legitim ate ; «£'
need fo r such m ovem ent?  ; 5b

The N onhem  T ie r Pipe- , i ?  
line Co.. once rebuffed In Its 
e f fo r t s to b u . ld  a pipeline M lko MsRsne!d 
throueh this state and east-

.w ard to Minnesota, continues Its to  win stato- 
government approva l fo r  that p ro ject, although the economic 
justification fo r it rem ains as dubious as ever.

Now a strong and un iversa lly  respected new voice has 
spoken out in bchair o f allowing Japan to purchase A laskan oil 
and gas. M ike M ansfield , U.S ambassador to Japan and fo rm e r 
m a jo rity  leader o f the Senate, ja y s  such sales could mako a ma­
jo r  contribution to narrow ing Am erica ’s trade gap with Japan 
py Increasing the va lue o f U .S. exports to Japan by as much ns- 
53 billion to 54 billion annually . <

M anflc ld  noted that Secre ta ry  o f State Shultz supports the 
snlo o f Alaskan oil and gas tiTJapnn. We hope this signals a firm  
adm inistration po licy , leading In turn to a change o f mind in 
Congress.



3ut carefully, carefully

f he U .S . b an  on  th e  e x p o r t  o f 
o u r  A la skan  o i l com es up  f o r  
re c o n s id e ra t io n  th is  y e a r , and , 

,ith  th a t in m in d . P re s id e n t R eagan  
as c re a te d  a w o rk in g  g ro u p  to  
x p lo re  th e  issue.

T h e  14 -year-o ld  ban to >k on  spec ia l 
ig n ific an ce  a f t e r  th e  mab o i l em - 
ia reo  o f  1973, w ith  II th e  post- 
•m bargo stress on  U .S . e n e rg y  inde- 
icndence . S ince th en , h ow ev e r , sev- 
ra l th ings h ave  h ap p en ed : an  o i l 
g lu t"  d eve lop ed , p ric e s  began  to  fa l l ,  
.nd  m a jo r  c ra c k s  a p p e a re d  in  th e  
acade o f  O PEC 's s o lid a r ity .

N one  o f  th is g u a ra n te e s  sm oo th  
■nergy sa ilin g  in th e  y e a rs  ah e ad  —  
ndced , it is p ru d e n t to  assum e th e  
* o rs t  — but th e  s itu a t io n  c le a r ly  has 
m p ro v ed . T he  lim e  th e r e fo r e  seem s 
ipe to rem ove , c a r e fu l ly ,  th e  ban on  
•xp o rtin g  A laskan  c ru d e .

I f . f o r  e x am p le , we s e ll A la sk an  o i l 
o Jap an , we c ou ld  m a tch  those  
.•xports w ith im p o rts  f r o m , sa y , Mex- 
co. T hu s we w ou ld  h a v e  s a c r if ic e d  
ton e  o f  th e  e x is tin g  " p o o l"  o f  o il. 
n d eed , we w ou ld  re a liz e  a n e t p ro f i t , 
lin ce  sh ipp in g  e q u iv a le n t am ou n ts  o f

M exican  o il h e re  costs m u ch  less th an  
th e  c u r re n t  a r ra n g e m e n t , w h e re b y  
A laska  c ru d e  is sh ip p ed  a l l th e  w ay 
down th e  W est C oast, th ro u g h  th e  
P an am a  C ana l a n d  up  to  E ast Coast 
re f in e r ie s . J a p an , to o , w ou ld  f in d  th e  
a r ra n g e m e n t b e n e fic ia l, b ecau se  it 
w ou ld  save  p a r t  o f  th e  c o s t o f 
im p o rt in g  M idd le  E a s te rn  o il.

T hu s , a l l th re e  p a rt ie s  w ou ld  b e n e ­
f i t  —  M ex ico  b y  s e llin g  m o re  o i l. 
Jap an  by im p o rt in g  a t a lo w e r  cost 
and  -?du c in g  its need  f o r  M id d le  
E a s te rn  o i l. and  th e  U n ite d  S ta te s  by- 
pay ing  less fo r  th e  sam e am ou n t o f  o il 
and  n a r row in g  o u r  u n fa v o ra b le  t ra d e  
b a lan ce  w ith  th e  Jap an ese .

T o  p ro te c t o u rs e lv e s  ag a in st a n ­
o th e r  em b a rg o , th e  U n ite d  S ta tes 
sh ou ld  insist th a t c o n tra c ts  s igned  
w ith  Jap an  o r  an y  o th e r  b u y e r 
con ta in  an  escape c la u se  th a t w ou ld  
cance l th e  c o n tra c ts  in an  em e rg en c y . 
It w ou ld  a lso  be n e c e ssa ry  to  w o rk  ou t 
som e fo rm  o f c r m p en sa tion  f o r  U .S . 
o il c om pan ies  th a t h a v e  c o n s id e ra b le - 
m on ey  invested  in  c a r ry in g  A la sk an  
c ru d e  to th e  lo w e r  U n ite d  S ta tes .

T he  loudes t o p p o s it io n  com es f ro m  
m a rit im e  un ion s , w h ich  b e n e fit  f r o m  
c u r re n t  A la sk an -c ru d e  sh ip p in g  r e ­
q u irem en ts . T h e  u n io n s ’ p ro b lem s  
sh ou ld  no t be ig n o re d , b u t th e  g u a ra n ­
tees th ey  now  h a v e  seem  too  h igh  a 
p ric e  to pay . L i f t in g  th e  e x p o r t  ban  is 
in o u r  nationa l in te re s t , and special  
in te re s ts  must u n d e rs ta n d  th a t, a



Good Reasons for an Oil Swan
a .

Oil! proJuced in nor;J em  A laska is a lo t c lo se r to 
potentia l m arke ts  in Japan than it is to  the •'dua l 
m arkets in the con tinen ta l United S tates w tiu .1 it 
ends up. D istance a ffec ts costs. A laskan  o il cou ld be 
shipped to Japan fo r  about 50 cents a b a rre l. T ha t 
same o il costs about 31.25 a b a rre l to  tran spo rt to 
Wesii Coast re fine ries , and up to 35.50 a b a rre l to 
move to G u lf Coast ports . American consumers pay 
fo r those h igh transporta tion  charges.

Japanese consumers s im ila rly  pay a high tra n s ­
portation prem ium  f o ' o il shipped from  distant ports 
to their coun try . Americans and Japanese cou ld 
both have the ir ene rgy  b ills  cut som ewhat i f  a 
reasonable o i l1 swap cou ld be arranged . Some 
A laskan o il that now  goes to the low e r 48 sta les 
could: be so ld  to Japan in exchange fo r American 
purchases o f some o il that Japan has contracted to 
buy trom  Mexico and Venezuela . Each coun try  
could get what it needr-d. but at reduced d e liv e ry  
costs.

Thu main b a rr ie r to such a m u tua lly  beneficia l 
a rrangem ent is a law  firs t passed by Congress in 
1974 and rea ffirm ed  in 1979. The law says that o il 
from  Alaska's P rudhoe  Bay can be sold o n ly  w ithin 
the U n ited  S ta te s . In i t ia l ly ,  th is  re q u irem en t 
seemed to be a sound safeguard . T h e  A rab oil 
embargo and long lines at gasoline pumps w ere 
thing:, o f v iv id  and b itte r recency. Dependability o f 
fu tu re  oil supplies was in the fo re fro n t o f American 
energy concerns. C ongress wanted American o il to 
go to Amencan m arkets .

Under the whip lash o f O PEC -d icta ted  price 
incrcELses, considerab le changes have occurred since 
1974 in both oil consumption and supp ly patterns in 
the United States. E ven  be fo re  the recession, 
energy conservation and a sh ift to a lte rna tive  fue ls 
had w orked to reduce s ign ificantly  the U .S. demand 
fo r OPEC o il. M ehnwhile. purchases have increased 
from  such n on -O PEC  oil p roducers as Mexico. F a r 
m ore security o f supp ly exists now than did eight 
years ago.

An oil swap w ith Japan would o f course make the 
United States more dependent in some measure on 
fo re ign  suppliers. But the re  is no reason such a swap 
arrangem ent cou ld not c a rry  an escape clause. Any

cu to ff In supplies contracted fo r by Japan could 
trigger a suspension o f  the awap, w ith w hatever 
A laskan oil that had been earm arked  fo r Japan 
being autom atica lly  recom m itted to the Am encan 
m arket.

A cbm ge In the law  to drop the ban on overseas 
sales o f A laskan oil w ould take some po litica l e ffo rt.

ban has acquired a pow erfu l constituency In 
the fo rm  o f the m aritim e unions. Under a 1920 
law — the Jones Act— a ll shipments between A m eri­
can ports must be made In A m erican -flag  ships, 
manned by w e ll-p a id  American crews. A ll the oil 
that leaves the southern  A J^ ka  po rt o f V aldez fo r 
te rm ina ls on the W est and G u lf coasts fa lls  under 
the Jon.es A c t  E ven though on ly  some o f the 1.5 
m illion  b a rre ls  o f o il that run th rough the A laska 
pipeline each day m ight be invo lved  in a swap with 
Japan, the m aritim e unions would figh t to keep the 
law  from  being changed.

A second p rob lem  Invo lves equity fo r  the 
Amencan companies engaged in northern  A laska oil 
production . L eg a lly  ba rred  from  se lling this oil to 
fo re ign countries, Exxon, Standard O il Co. o f Ohio 
and A tlantic R ich fie ld  Corp. invested hundreds of 
m illions o f d o lla rs  in tankers to ship o il from  Valdez 
to o the r U.S. ports. In  addition, the companies are 
under a th rc e -y c a r contract to m ove some c f the oil 
going to the G u lf Coast through a pipeline across 
Panama, o ffload ing from  tankers on the Pacific side, 
re load ing to tankere on the Caribbean side, These 
Investments, en tered in to in good fa ith , would have 
to be protected.

Mo3t A laskan o il w ould o f course continue to be 
so ld in merican m arkets even under a change in 
the law . But some A laskan o il p la in ly  cou ld be 
swapped t ith  Japan to the benefit o f American 
consumen w ithout detrim ent to the o il companies 
in vo lved  and to the financia l gain o f the state of 
A laska, whose ro y a lty  payments on the oil produced 
from  the land that It owns at P rudhoe Bay have 
been considerab ly reduced because o f the high coats 
o f transporting that o il to m a rk e t

The re  would be fa r m ore gainers than losers in an 
A laskan oil swap. There Is no good reav .r , now not 
to c lea r the way fo r  one.
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T h e  H o n o r a b l e  J o e  L. H a y e s  
S p e a k e r  o f  t h e  H o u s e  

o f  R e p r e s e n t a t i v e s  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1  

D e a r  Joe:

I r e a l l y  a p p r e c i a t e  y o u r  M a r c h  16 l e t t e r  r e g a r d i n g  
A l a s k a  o i l  e x p o r t .  In a n u t s h e l l ,  t h e  a n s w e r  t o  y o u r  
q u e s t i o n  c o n c e r n i n g  m y  p o s i t i o n  o n  t h e  m a t t e r  is: I a m
f i r m l y  in s u p p o r t  o f  e x p o r t  o f  A l a s k a  oil.

F i r s t ,  I t h i n k  w e  c a n  e x p e c t  s o m e  C o n g r e s s i o n a l  a c t i o n  
a n d  d e b a t e  o n  t h i s  s u b j e c t  t h i s  s e s s i o n .  T h e  E x p o r t  A d m i n ­
i s t r a t i o n  A c t  is u p  f o r  r e n e w a l  th i s  y e a r .  It is m y  u n d e r ­
s t a n d i n g  t h e  A d m i n i s t r a t i o n  is g o i n g  to  s u p p o r t  d e l e t i n g  t h e  
b a n  o n  o i l  e x p o r t  a t  t h a t  t i me.

Y o u  c a n  c e r t a i n l y  c o u n t  on  m e  t o  u s e  m y  p o s i t i o n  to 
s o l i c i t  t h e  s u p p o r t  of the W h i t e  H o u s e .  I h a v e  b e e n  i n  
f r e q u e n t  c o n t a c t  w i t h  s e n i o r  m e m b e r s  o f  t h e  P r e s i d e n t ' s  
C a b i n e t  a n d  s t a f f .  M y  s t a f f  h a s  a l s o  b e e n  p u r s u i n g  t h e  
m a t t e r  to e n s u r e  t h a t  r e v i e w  of  o u r  t r a d e  r e l a t i o n s  w i t h  
J a p a n  is m a d e  w i t h  f u l l  a w a r e n e s s  of  o u r  p o s i t i o n .  T h i s  
a p p a r e n t l y  h a s  b e e n  a f r u i t f u l  a p p r o a c h  s i n c e  it is m y  
u n d e r s t a n d i n g  t h e  A d m i n i s t r a t i o n  i n t e n d s  to s u p p o r t  l i f t i n g  
the b a n .

R e g a r d i n g  t h e  e f f o r t s  o f  the J a p a n e s e  f i n a n c e d  l o b b y i n g  
e f f o r t ,  i' b e l i e v e  a p r o p e r l y  o r c h e s t r a t e d  e f f o r t  c a n  h e l p  
the s i t u a t i o n .  W h e n e v e r  w e  g e t  i n t o  a b a t t l e  i n  C o n g r e s s  
i n v o l v i n g  s u c h  d i v e r g e n t  i n t e r e s t s  as t h i s  q u e s t i o n  p r e ­
sents ,  it i s  i m p o r t a n t  to  h a v e  a c a d r e  o f  p e o p l e  w i l l i n g  to 
c o m e  i n  a n d  a s s i s t .  T h i s  is the r o l e  I f o r e s e e  f o r  M e m b e r s  
o f  t h e  L e g i s l a t u r e ,  w o r k i n g  w i t h  S t e v e  S i l v e r ,  J i m  C l a r k  a n d  
t h e  r e s t  o f  t h e  t e a m  t h e y  h a v e  p u t  t o g e t h e r .  T h i s  f a r  
t h e y ' v e  w o r k e d  as c l o s e l y  as p o s s i b l e  w i t h  u s  a r 1 w i t h  t h e  
G o v e r n o r .  I u n d e r s t a n d  t h e y  a r e  a l s o  w o r k i n g  w i t h  t h e  S' a t e  
L e g i s l a t u r e  to k e e p  y o u  f u l l y  a p p r i s e d  o f  d e v e l o p m e n t s  h e r e  
in W a s h i n g t o n .
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Y o u r  f i n a l  q u e s t i o n  a s k s  "What, in  y o u r  j u d g m e n t ,  
s h o u l d  w e  b e  d o i n g ? " .  I w o u l d  s u g g e s t  y o u  g o  f o r w a r d  w i t h  
the h e a r i n g s  I a m  i n f o r m e d  y o u  h a v e  p l a n n e d .  I t  is i m p o r ­
tan t  f o r  t h e  S t a t e  to  k n o w  w h e r e  a l l  t h e  i n t e r e s t s - a r e  a n d  
w h a t  t h e  b e n e f i t s  a n d  c o s t s  o f  o p e n i n g  A l a s k a ’s o i l  m a r k e t  
c o u l d  be. F o r  i n s t a n c e ,  o n e  m a j o r  o i l  c o m p a n y  is o p p o s i n g  
oil e x p o r t .  T h e  c a m e  o i l  c o m p a n y  a p p e a r s  to  b e  in  s u p p o r t  
of g a s  e x p o r t ,  w h i l e  o t h e r  m a j o r s  o p p o s e  t h a t  i n i t i a t i v e .  
F u r t h e r ^  t e s t i m o n y  f r o m  t h e  m a r i t i m e  c o m m u n i t y  is i m p o r t a n t  
M o s t  i m p o r t a n t l y ,  t h e  S t a t e  s h o u l d  b e  m a d e  a w a r e  o f  t h e  
p o t e n t i a l  t h i s  i n i t i a t i v e  h a s  to o p e n  A l a s k a  o i l  d e v e l o p m e n  
to a n  e x t e n t  n o t  p o s s i b l e  if w e  a r e  c o n s t r a i n e d  o n l y  t o  a 
d o m e s t i c  m a r k e t .

W h e n  t h e  t i m e  is r i g h t  for m e e t i n g s  w i t h  m e m b e r s  o f  
C o n g r e s s ,  w e  s h o u l d  h a v e  a b i - p a r t i s a n  t e a m  r e a d y  t o  c o m e  
d i s c u s s  t h i s  is s u e .  Y o u r  h e a r i n g s  s h o u l d  h e l p  p r e p a r e  y o u r  
m e m b e r s  f o r  t h i s  role.

I t h i n k  t h i s  is o n e  o f  t h e  m o s t  i m p o r t a n t  i s s u e s  o u r  
s t a t e  w i l l  b e  d e a l i n g  w i t h  f o r  y e a r s .  I l o o k  f o r w a r d  t o  
w o r k i n g  w i t h  y o u  to a c h i e v e  a p o s i t i v e  o u t c o m e .  T h a n k  y o u  
for g e t t i n g  in t o u c h .  P l e a s e  g i v e  D i a n e  o u r  r e g a r d s ,  a l s o .

W i t h  b e s t  w i s h e s ,
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BE IT R E S O L V E D  by the L e g i s l a t u r e  of the S t a t e  of A l a s k a :

W H E R E A S  C o n g r e s s  is now c o n s i d e r i n g  l e g i s l a t i o n  
w h i c h  i n c l u d e s  p r o v i s i o n s  c o n c e r n i n g  the e x p o r t  of A l a s k a n  
c r u d e  oil; and

W H E R E A S  t h e r e  are p r o p o s a l s  b e f o r e  C o n g r e s s  to 
c h a n g e  e x i s t i n g  f e d e r a l  law w h i c h  e f f e c t i v e l y  p r o h i b i t s  the
e x p o r t  of A l a s k a n  c r u d e  oil; and

W H E R E A S  the e x p o r t  of A l a s k a n  c r u d e  oil w i l l  r e s u l t  
in a l a r g e  i n c r e a s e  in f e d e r a l  and s t a t e  r e v e n u e s  by r a i s i n g  
the w e l l h e a d  p r i c e  of A l a s k a n  c r u d e  oil w i t h o u t  i n c r e a i s n q  
tax r a t e s  to any p a r t y  o r  c o s t s  to the A m e r i c a n  c o n s u m e r ;  
and

W H E R E A S  oil e x p o r t  to P a c i f i c  Rim a l l i e s  w i l l  
s t r e n g t h e n  t h e i r  n a t i o n a l  s e c u r i t y  by r e d u c i n g  t h e i r  d e p e n ­
dence  on u n s t a b l e  f o r e i g n  s o u r c e s  a n d  d i s c o u r a g e  the d e ­
v e l o p m e n t  of an e n e r g y  s u p p l y  r e l a t i o n s h i p  b e t w e e n  s u c h  
c o u n t r i e s  and the S o v i e t  Un i o n ;  and

W H E R E A S  the A l a s k a  L e g i s l a t u r e  b e l i e v e s  it m a k e s  no 
s ense to s p e n d  b i l l i o n s  of tax d o l l a r s  a n n u a l l y  to p r o v i d e  
for the m i l i t a r y  s e c u r i t y  of c o u n t r i e s  o n  the P a c i f i c  R i m  
w i t h o u t  a l s o  r e d u c i n g  the p o s s i b i l i t y  of a r m e d  c o n f l i c t  by 
p r o v i d i n g  for the e n e r g y  s e c u r i t y  of t h o s e  c o u n t r i e s ;  and

W H E R E A S  oil e x p o r t  will p r o v i d e  i n c e n t i v e s  for
f u r t h e r  oil e x p l o r a t i o n  in A l a ska, thus i n c r e a s i n g  the
e n e r g y  s e c u r i t y  of the U n i t e d  States, and r e d u c i n g  oil c o s t s
to the A m e r i c a n  c o n s u m e r  o v e r  the long term; and

W H E R E A S  oil e p x o r t  will o p e n  t r a d e  r e l a t i o n s h i p s  
b e t w e e n  A l a s k a  and P a c i f i c  R i m  N a t i o n s  w h i c h  wi l l  c r e a t e  the
e n v i r o n m e n t  for o t h e r  e x p o r t s ,  such as coal, n a t u r a l  g a s  and
a g r i c u l t u r a l  ; r e d u c e s ,  w h i c h  in turn w i l l  i m p r o v e  r e l a t i o n s  
b e t w e e n  the U n i t e d  S t a t e s  and P a c i f i c  R i m  c o u n t r i e s ;

NOW, THEPF.FORF, BE IT R E S O L V E D  that the A l a s k a  
S t a t e  L e g i s l a t u r e  r e s p e c t f u l l y  r e q u e s t s  the U.S. C o n g r e s s  to 
e nact p r o v i s i o n s  of law w h i c h  will p e r m i t  the e x p o r t  of 
A l a s k a n  c r u d e  oil; and

BE IT F U R T H E R  R E S O L V E D  that the A l a s k a  C o n g r e s s­
ional d e l e g a t i o n  is u r g e d  to use its best e f f o r t s  to e f f e c t  
p a s s a g e  of l e g i s l a t i o n  w h i c h  will p e r m i t  the export, of 
A l a s k a n  c r u d e  o i 1.•

t



Copie'S o f  t h i s  r e s o l u t i o n  s h l a l  be s e n t  to  the  

H o n o r a b l e  R o n a l d  R e a g a n ,  P r e s i d e n t  of  th e U n i t e d  S t a t e s ;  
H o n o r a b l e  G e o r g e  B u s h ,  P r e s i d e n t  of t h e  U . S .  S e n a t e ;  H o n ­
o r a b l e  T h o m a s  O ' N e i l ,  S p e a k e r  of  th e  U. S.  H o u s e  of  R e p r e ­

s e n t a t i v e s ;  the  H o n o r a b l e  J a k e  G a r n ,  C h a i r m a n  of th e  S e n a t e  
B a n k i n g ,  H o u s i n g  a n d  U r b a n  A f f i a r s  C o m m i t t e e ;  th e  H o n o r a b l e  
C l e m e n t  Z o b l o s k i ,  C h a i r m a n  of t h e  H o u s e  F o r e i g n  A f f a i r s  

C o m m i t t e e ;  to th e  H o n o r a b l e  T e d  S t e v e n s  a n c  H o n o r a b l e  F r a n k  
M u r k o w s k i ,  U.S.  S e n a t o r s ,  a n d  th e  H o n o r a b l e  D o n  Y o u n g ,  U.S.  

R e p r e s e n t a t i v e ,  m e m b e r s  of  the  A l a s k a  d e l e g a t i o n  in C o n ­

g r e s s ;  a n d  to th e R e p r e s e n t a t i v e  of  th e G o v e r n o r  of A l a s k a  
in W a s h i n g t o n  D . C . ,  f o r  s u c h  o t h e r  d i s t r i b u t i o n  to m e m b e r s  

of C o n g r e s s ,  r e p r e s e n t a t i v e s  of th e  N a t i o n a l  A d m i n i s t r a t i o n ,  

a n d  o t h e r  i n d i v i d u a l s  as he s e e s  fit.
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