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HF, IT RESOLVED by the Legislature of the State of Alaska:

WHEREAS Congress is now considering Jlegislation
which 1includes provisions concerning the export of Alaskan
crude oil; and

WHEREAS there are proposals before Congress to
change existing federal 1law which effectively prohibits the
export of Alaskan crude oil; and

WHEREAS the export of Alaskan crude oil will result
in a large increase in Tfederal revenues by increasing
collections under the windfall profits tax; and

WHEREAS oil export to Pacific Rim allies will
strengthen their national security by reducing their depen—
dence on unstable foreign sources and discourage tho de—
velopment of an energy supply vrelationship between such
countries and the Soviet Union; and

WHEREAS the Alaska Legislature believes it makes no
sense to spend billions of tax dollars annually to provide
for tho military security of countries on tho Pacific Rim
without also reducing the possibility oft armed conflict by
providing for the energy security of those countries; and

WHEREAS oil export will ©provide incentives tor
further oil exploration in Alaska, thus increasing the
energy security of tho United States, and reducing oilcosts
to Lhe American consumer over the long term; and

NOW, THEREFORE, HE IT RESOLVED that the Alaska
State Legislature respectfully requests the U.S. Congress to
enact provisions of law which will permit the export of
Alaskan crude oil; and

BE IT FURTHER RESOLVED that the Alaska Congress—
ional delegation 1is urged to use 1its best efforts to effect
passage of legislation which will ©permit the export: ot
Alaskan crude oil.

Copies of this resolution shall be sent to tin~
Honorable Ronald Reagan, President of the United States;
Honorable Ooorgc Hush, Iresident of tho U.S. Senate; Hon —
orable Thomas O0"Neil, Speaker of the U.S. House of Repre—
sentatives; the Honorable Jake Warn, Chairman of the Senate
Banking, Housing and Urban Afffi“rs Committee; the Honorable
Clement 7gblo6"ki, Chairman of the House Foreign Affairs
Committee; to tho Honorable Tod Stevens and Honorable Frank



Murkowski, U.S. Senators, and the Honorable Don Young, U.S.
Representative, members of the Alaska delegation in Con—
gress; and to the Representative of the Governor of Alaska
in Viashington D.C., for such other distribution to members
of Congress, representatives of the National Administration,
and other individuals as he sees fit.



Excerpts from the Speech of
ESTHER C. WTJNNICKE
Department of Natural Resources
at a
Conference on the Export of Alaska Oil
sponsored by
The Legislative Budget and Audit Committee
and the
Oil and Gas Committee, a joint Senate/House Committee

April 23, 1983

As you know from the comments of the previous speakers, the
State is very concerned about the current limitations that
apply to the export of North Slope oil. Governor Sheffield
has considered this issue very carefully since taking office,
and, after much thought, has decided to join the national
Administration 1in supporting efforts to remove the current
impediments to oil exports. John Katz, as Special Counsel

to the Governor in Washington, will . working with Senator
Stevens and other members of the State ™ Congressional
Delegation to try to achieve that result in Congress.

Governor Sheffield made his decision for two primary reasons.
First, he believes that our foreign trade opportunities with
the nations of the Pacific Rim should be as unrestricted as

possible, as a matter of principle. We support increasing
the available options for disposition of oil produced 1in
Alaska. Second, the State could reap some significant revenue

benefits from the sale of North Slope oil to Japan, as would
the producers and the federal government.

To the extent that wellhead prices increase, producers will
have a greater incentive to explore and develop more marginal
fields in the Arctic.

At the present time, about 1.6 million barrels of North
Slope oil are delivered to Valdez every day; of that amount,
about 800,000 b/d are sold and refined in Alaska or on the West
Coast, and 800,000 b/d are sold and refined in the Gulf of
Mexico or East Coast. Of particular _.interest to the State
is the dispostion of our royalty oil, which .is exactly one-
eighth of that production, or about 200,000 b/d. Eighty-six
thousand b/d of that oil is presently committed under long-
Lerm contracts with North Pole Refining, Golden Valley
Electric and Tesoro. Two additional agreements, with Teso.ro
and Chevron, which would commit another 44,000 b/d of North
Slope oil for in-state use, are currently pending before the
Legislature. Since these commitments arc all contractually
expressed as a fixed percentage, as opposed to a fr ed
volume, the actual volumes delivered under the contracts



will decline as Prudhoe Bay production declines. The State
can also under contracts now proposed "take back™ (subject
to third party contracts, of course) some 50,000 b/d of
residual oil for export or in-state refining.

The State has not yet committed any of its Kuparuk royalty
production, which 1is presently about 10,000 b/d. If Kuparuk
production increases as planned, over 30,000 b/d of royalty
oil would be available from that field. We also expect that
new fields on State lands on the North Slope will add another
twenty to fifty thousand b/d of royalty oil during the next
ten years.

The State could benefit if oil exports were a],lowed through
either the sales of some of its remaining royalty share at a
higher price than it now receives, or through an increase in
all royalty and severance tax collections resulting from
sales at a higher price by the producers. Estimating the
exact value of these possible benefits is difficult, because
of the variety of the factors which will influence the
netback, or wellhead, price of oil sold to Japan. Will the
oil move 1in operationally-cheaper foreign tankers, or in
Jones Act American bottoms? Will the Japanese pay the price
of other equivalent crudes, or attempt to share in the
benefits of exports by bargaining for lower prices?

For a variety of reasons, the State would like to see producer
sales to Japan, as well as consideration of royalty sales,

if the ban were lifted. The producers have seven times as
much oil within their control as the State, and possess a
great deal of expertise in commercial trading. Because of

the much greater volumes of oil that could be sold to Japan
by the producers, the State could stand to gain r”~r more
from the severance tax and royalty valuation benefits of
producer sales than from the sale of its own royalty oil.
Additionally, the national treasury would only benefit from
producer sales, since the Sta”e pays no federal taxes on
its royalty sales.

Although the State could relize a substantial 1increase in
revenues from royalty sales to Japan, we feel that the
processing and use of that oil in Alaska should have first
priority. Indeed, under current State law, oil cannot be
sold outside the State unless it is surplus to in-state
needs. The criteria established by the State statutes
provide that in-state processing and supply are the highest
and best use for royalty oil, all other things being equal.

In the contracts which are presently pending before the
Legislature, we will help a longstanding existing Alaska
refiner stay in operation despite a shortage of supply to
its worldwide system, and help another longstanding Alaska



refiner construct a significant new expansion. Both of
those agreements mean jobs for the State"s citizens, a boost
to the local and regional economies, and an improvement to
the local and State tax base. We do support export, but
only of the barrels remaining after we have provided for in-—
state needs.

Current law allows for the export of residual oil and petroleunm

products. And we understand some Alaska refiners have had
discussions with the Japanese, but there have been no transactions
to date. We cannot at this time estimate firm opportunities

for sa es of residual oil to Japan.

Oil exports might also provide an "opening door"™ that would
stimulate further Japanese interest in other energy resources
found in Alaska that are not subject to export restrictions,
such as coal. We would very much like to do anything we can
to aid the efforts of our coal lessees to market their
products in the Pacific Rim.

The State will need to approach its effort to influence
Congressional consideration of this issue delicately. It is
worth remembering that the State"s last effort in this area
failed to accomplish its goal, and instead saw the tightening
of export restrictions 1in Congress.

In conclusion, the Governor would very much like to see
export restrictions on Alaska oil lifted by the Congress.

He has asked his staff in Washington, supported by the rest
of the Administration, to work toward that end. We know
that we have a tough job ahead of us. In light of our
stance on oil exports, we still see our pending royalty oil
agreements with Tesoro and Chevron as being very tangibly in
the best interests of Alaska.
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Honorable Bettye Fahrenkamp
Chairman

Senate Committee cn Resources
Alaska State Legislature
Pouch V

State Capital

Juneau, Alaska 99S11

Dear Bettye:

Please excuse the delay in my responding to your letter
of March 14, 1983, I just got back from an Alaska forest
products sales promotion trip to Japan and China and have only
recently had time to give your letter the proper consideration
it deserves.

In your letter you mention your concern that passage of
SJR ]2 could potentially harm our efforts to relax oil export
restrictions in Congress, While that may have been the case
one month ago, the situation lias changed.

Opposition to relaxation of any restrictions has increased
lately, with 184 cosponsors 1in the House on Congressman McKinney"®s
bill to extend export restrictions. The Administration 1is per—
ceiving very little support in Congress to relax restrictions
and is holding back from leading the charge.

With opposition mounting on all fronts | do not think it
would be counterproductive or inappropriate to send a strong
signal from Alaska favoring exports. [t would actually be
helpful, because without the State®"s support it would be very
easy for opposing interests to point out the State"s disinterest
in exports.

I hope this answers your questions. Wo are still hopeful
but realize we have a lot of hard work ahead of us.

Sincerely,

/

t A
Frank 1. Murkowski
United Stakes Senator
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Dear Colleague:

A great deal has been written and saicl recently regarding

the issue of export of Alaska oil to Japan. Lobbyists are
actively opposing export and presenting position papers in
support of their arguments. We are writing tourge you to

maintain a neutral position until all sides of the issue
have been heard.

We are not prepared at this time to endorse any specific
proposal until we have had a thorough analysis of the eco—

nomic

impact and effects of removing part or all of the

restrictions. However, we would advocate lifting the restric—

tions

if assured that national security, maritime, and oil

industry concerns have been adequately addressed. For
instance, it may be desirable to protect our maritime industry
by providing for carriage in U.S. tankers. One thing is cer —
tainly clear, there are strategic, economic, and international
trade reasons that merit your consideration before making a
commitment on this issue.

A critical component of any international trade agreement
with Japan may 1involve the willingness of our government to
consider modifying what was described to us by Dr. Utz Lantzke,
Executive Director of the International Energy Agency, as an
unsightly example of United States protectionism serving no
demonstrable national policy.

Remember that this issue involves more than Japan,
other Asian nations have also expressed interest. By allow—
ing some degree of oil exports we would be sending a signal
overseas that the U.S. 1is acutely aware or the economic and
strategic 1importance of our Pacific Rim neighbors.

It is our hope that you will take the time to review

the attached point paper which mentions some of the Kkey
benefits which would stem from allowing some level of
Alaska oil export, The Administration is weighing all of

these

factors in its negotiations with the Japanese on com—

prehensive energy and trade issues. Again, we urge you to

remain uncommitted until sufficient information 1is availa—
ble for a reasoned decision by the Congress. Thank you for
your attention to this important matter.

Attachment



EXPORTING ALASKA OIL: TOE REASONS WHY

In response to the oil shocks of the 19707, Congress has
essentially banned the export of crude oil produced on Alaska ™

North Slope. The Tr~ns-Alaska Pipeline Authorisation Act cf 1973
established the 1initial restrictions on export. These were
tightened by the Export Administration Act of 1979 to create an
effective ban on exports. The Export Administration Act will be
considered for renewal by Congress later this year. The time has
come for a fresh look at the exportation of Alaska oil. The case

for easing export restrictions 1is compelling:
it will lead to the discovery of new domestic reserves:
it will increase federal revenues;

it will enhance national security by reducing the
dependence of key Asian allies c¢cn unstable sources of

supply;
it will 1improve the U.S. balance of trade with Japan;

it will Tfacilitate efforts to secure reciprocal trade
agreements with the Japanese;

it will not reduce U.S. oil supplies; and,

it will not raise the price consumers pay for oil.

[pbackground on Alaska Oil

Each day, 1.6 million barrels of Alaska crude oil are shipped
through the Trans-Alaska Pipeline to Valdez for transfer to
tankers serving the West Coast and Gulf Coast markets. West Coast
refineries can absorb only about 800,000 barrels a day. Tht
balance 1is either shipped through the Panama Canal or transported
via the new Northville pipeline across Panama and then taken by
smaller U.S. vessels to the Gulf Coast.

It costs approximately $1.50 a barrel to ship oil from Valdez to

the West Coast, a distance of 3,000 to *1,000 miles. Shipping to
the Gulf Coast costs over three times as much - from $*[.00 (via
the Northville Pipelinea to $5.00 (via tankers) a barrel - for a
distance of about 13, miles. In contrast, it is estimated that

it would cost from $ 50 to $1.10 a barrel (depending on the
vessel) to ship oil to Japan from Valdez, a distance of 7,000
miles. If export is allowed, approximately 60 percent* ol~ the
transportation cost savings would go to the federal government.

The Windfall Profits Tax (at a 70 percent rate) is applied to
the wellhead price ol~oil, after an allowance for the state
severance tax and royalties. The effective tax rate |Is 52
percent. In addition, the federal corporate 1income tax captures
about 7 percent of the transportation cost savings.



\Lhether or not the export restrictions are eased, the West Coast
will remain the preferred market foi Alaska crude oil because of
its proximity to Alaska and its refining and marketing facilities.
The West Coast will continue to receive as much Alaska oil as it

can absorb. The balance will be shipped either to the Gulf Coast,
as currently done, or exported, The decision to expert will be
made by each major producer. The producers®™ decisions concerning
the timing and volume of exports will be based on market
considerations. Undoubtedly, the process of exporting oil will be

a gradual one 1involving substantially 1less than half of current
production.

Some of the reasons for easing oil export vrestrictions are
discussed below.

Reason #1: Export Will Encourare Develorment of New Rose, ves

Incentives must be provided to encourage exploration for new oil
reserves in Alaska. In the event of a national emergency, the
size of developed domestic reserves will be crucial. Currently,
the amount of oil being produced from existing fields on the North
Slope 1is projected to fall by one-half over the next fifteen

years. However, estimates of remaining undiscovered recoverable
reserves in Alaska range up to 30 billion barrels. Fermitting the
export of Alaska oil will provide an incentive for further

exploration and development of these oil reserves.

Recause the West Coast can absorb only 50 percent of current North
Slope production, any oil produced from new discoveries will have
to be shipped_to Gulf Coast markets at a cost of $*[.00 to $5.00 a
barrel -- $3.50 to $*)50 more than it will cost to ship the same
barrel to the Pacific Him. Because oil from new fields 1is not
subject to the Windfall Profits Tax, this transportation cost
penalty has a significant negative impact on the profitability of
new development. Eliminating this cost penalty by easing the
export restrictions will increase the incentive for exploration.

Reason //?: Export Will Increase Federal Revenues

Export of oil from the Prudhoe Bay field will |Increase federal
revenues. Because the transportation cost to market 1Is deducted
from the market price in calculating the wellhead price of crude
oil, 1inefficient transportation patterns reduce the amount subject

to federal tax. Currently, the federal government captures
approximately 60 percent of any increase in the wellhead price of
crude oil from Prudhoe Bay. As a result, the American taxpayer

will be the main beneficiary of the reduced transportation costs
associated with exporting this oil.

Reason //3: Export Will Enhance National Security

The last ten years have shown that U.S. security 1is tied to the

security of 1its trading partners. Export of Alaska oil will help
diversify the sources of supply for one of ourmost important
Asian allies. Japan now relies heavily on oilfrom tl Middle

East. New sources of energy nowbeing developed in the u.S.S.R.



and China may provide Japan with an alternative supply. It is ir.
the national security interest for Japan to diversify away fronm
Middle Eastern supplies and to avoid an energy relationship with
the Soviet Union or China.

It is significant to note that, under the terms of the
International Energy Agreement, the U.S. will be required to
supply Japan with oil 1i: an energy emergency. In such an event,

any oil exported to Japan from Alaska could be credited towards
U.S. obligations.

Reason Export Will Improve Balance of Trade

The U.S. balance of trade position with Japan will improve with
the exportation of Alaska oil. For instance, 1if only 200,000
barrels a day is expqrted, the U.S. balance of trade position will
be improved by over $2 billion a year.

Reason //5: Export Will Facilitate Trade Negotiations

The existing restriction on oil export is an example of U.S. trade
protectionism. U.S. willingness to remove this barrier will
create a more positive climate for convincing Japan to ease |its
Import restrictions.

Reason //6: Export Will t"ot Hodnce U.S. 0il Supplies

Export of Alaska crude oil will not affect the amount of oil
available to the United States. Any oil exported by the United
States will displace other oil In the world market. This oil
will then be routed (through the action of the free market) to the
Gulf Coast. The U.S. will continue to have access to all the oil
it needs at the world price. It will make no difference to the
ultimate consumer whether that oil originated 1In Alaska, Mexico,
Venezuela or the Middle East.

Reason 1/7: Export Will Not Raise Consumer Costs

Regardless of the final destination of a portion of Alaska®s
output, consumers will continue to pay the same price for oil.
The delivered Gulf Coast price for oil 1is the same regardless of
where the oil originated. Any difference in transportation costs
affects the wellhead price - not the price to the consumer.



CORD MEYER

"7't never made any economic
q sensOeOOfobr Amlerlcgns thASIhIp

. arrels a day of Alas-
—JU?gPI surplus ol thr%ugh the
Panama Canal to our Gulf ports at
a transportation cost of 55 a bar-
rel, when the short haul from
Alaska to Japan costs less than
half as much, The Japanese arc
only slightly less anxious to buy
our oil "than the Mexicans are
eager to sell to our Gulf Coast
refineries, with Iar%e savings on
transportation at both ends of the
swap.

It makes even less strategic
sense to push the Japanese intg
greater dependence on Russian oll
and gas a" they seek to escape
reliance on :he Persian Gulf for 70
percent of their oil. Geopolitics
and economics now combine to
give the Reagan administration a
Fov_verful incentive to remove the
egislative ban that since 197-1 has
Erohlbllted the sale abroad of Alas-
an oil.

_Encouraged by Nutional Secu-
r|t?/ Adviser William Clark and his
able staff, President Reagan now
has clearly signaled his willing-
ness to see changes in the current
low. One of the “least-noticed but
important  results of Reagan's
meeting with Japanese Prime Min-
ister Yasuhiro Nakasone was the
agreement to set up a joint work-
INg group_on energy ‘to explore
opportunities for cooperation.

Although the membership and
terms, of Teferem. o still are bemﬁ
negotiated, h|,?h on the agenda wi
he Alaskan oil. H> avoid the eiior
of the Curler administration in
wuiting too long before cooperat-

ing. with Europeans to pr ent
their grome dependenct on
Soviet natural gas, this working
group is seen as a framework to
Bermlt effective joint action
efore the Japanese become
hooked on Russian energy
sources. A Japanese consortiym
for example, is on the threshold of
a S3 hillign )
ment to the development with the
Soviets of the Sakhalin reserves
In the palmy days of Alexander
Haig, the fact that this initiative
originated in the NSC staff would
have been enough to ensure State

Department opposition, but Sec-

retary of Stute George Shultz has
proved receptive, _

During his Thkyo trip, Shultz
made the point that a very large
reduction In the U.S. trade deficit
with Japan would be achieved b?/

exporting Maskan oil. But he real-

istically ‘warned that negotiating
with Congress for changgs in the
law would be complicated. _
In fact, Jlmm% Carter, as presi-
dent, made an abortive attempt to
lift the ban on the export of Alas-
kan oil, only to be discouraged by
the .organized opposition of the
maritime unions. Whether these
powerful forces can be won over or
overridden in this more urgent sit-
uation depends on the administra-
tion's ability to take its strong case
to the public. -
The opposition of the maritime
unions derives from the fuci 'hat
the law now requires that all 1) S.

coastal trade be carried in Amerj-
paid Ameri-

can ships with highly ,
can crews. Since” the Alaskan oil
cannot be exported, its shipment
along the West Coast and through

to 54 billion commit-

Japan

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

Recognizing the political clou’
of the unions."American Ambassa
dor_to Japan Mike Mansfield made
a significant speech in Tokyo in
December He revealed that he had
indications from the Japanese pri-
vate sector that importers would
a?ree to having a substantial part
of the Alaskan oil transported m
American ships even though this
would add to the cost.

Another development that
makes it easier than before to
argue for allowing some export of
Alaskan oil is the discovery of vast
new oil fields off the California
coast and the prediction of huge
new reserves still to be found
Alaska.

Under these . circumstances,
some of the big oil_ companies that
had invested heavily in a pipeline
across Panama are no longer sup-
Portln? the ban on oil exportation
0 prolect this_ investment. They
are shifting their position as Japan
becomes more important us a
plotentlal buyer of the growing sur-

us

Similarly, the world oil glut has
reduced the relevance of the argu-
ment that we must keep every drop
of oil at home The Japanese may
be prepared to spend substantial
investment' capital on discovery
and deveIoFment of new reserves
in Alaska [t may well be that with
this kind of joint cooperation more
oil will he discovered and brougzht
on line than is actually -old to the
Japanese,



ALASKAfi CJL 70 JAPAJ3?

|aS arkxsssgllc?

I A i orE than hatra decade ago. before the end of
BV .‘construction on the trans-Alaska oil pipeline, co_nﬁresslon-
W Lial and Carter-admimstration energy expens with a
%Iobal perspective were pushln? the idea 0f shipping some
laskan oil to japan os the hest way to deal with an expected-
on glut on thef 'u.s. West Coast. ,
ut Con?ress wasn't Ilstenmf]. Instead, it passed a
nonsensical Taw that bars the sale of 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 sh|ﬂped abroad.
* The thought also was advanced that allowing exports would
remove pressure to find a - —
way to move oi| from the 7
West C%ast to the Mldweat. "M j ? ,

Nelther argument made Ve
a Qreat deal of sense, The ' *~T-iii
first resumeq.that the V-] AN

menhcan puolic was too 1*4% .
dumo — to gut it bluntly —co )~ VAN B S
see the advantages of 0il-
transportation savings that
would be In thg Interest of
both Japan and the U.S. The.
"seirchd argwment poses the  « 4
question: ‘Why-search for"  f -
ways to move oil from the fe -
west Coast to the Midwest g\
when there IS no legitimate ;«
need for such movément?  ;5b
_ The Nonhem Tier Pipe- 17
line Co.. once rebuffed. In Its
effortstobu.ld a pipeline Mlko MsRsne!d
throueh this state and east- _
ward to Minnesota, continues Its to win stato- _
government approval for that project, although the economic
justification for it remains as dubious as ever,

Now a strong and unijversally respected new voice has
spoken out in bchair of allowing”Japan to purchase Alaskan oil
and gas. Mlk(f Mansfield, U.S ambassador to Japan and former
majority leader of the Senate,)_\ays such sales could mako a ma-
or confribution to narrowing America’s trade gag with Japan
Eg/ Inc_reasmg the value of U'S. exports to Japan by as much ns-

billion to 54 billion annually. <

Manflcld noted that Secrgtary of State Shultz supports the
snlo of Alaskan oil and gas tiTJapnn. We hope this 5|?na_ls a firm
g%wglpelggratlon policy, Ieading In turn to a change of mind in



3ut carefully, carefully

he U.S. ban on the export of
f our Alaskan oil comes up for
B reconsideration this year, and,
jith that in mind. President Reagan
as created a working group to
xplore the issue. _
~ The 14-year-old ban to =k on special
ignificance after the mab oil em-
iareo of 1973, with Il the post-
'mbargo stress on U.S. energy inde-
icndence. Since then, however, sev-
ral things have happened: an oil
glut" developed, prices began to fall,
.nd major cracks appeared in the
acade of OPEC's solidarity.

None of this guarantees smooth
-nergJ sailing in the years ahead —
ndced, it is prudent to assume the
*orst — but the situation clearly has
mproved. The lime therefore seems
ipe to remove, carefully, the ban on
xporting Alaskan crude, _

If. for example, we sell Alaskan oil
0 Japan, we could match those
sxports with imports from, say, Mex-
co. Thus we would have sacrificed
tone of the existing "pool" of oil.
ndeed, we would realize a net profit,
lince shipping equivalent amounts of

Mexican oil here costs much less than
the current arrangement, whereby
Alaska crude is shipped all the way
down the West Coast, through the
Panama Canal and up to East Coast
refineries. Japan, too, would find the
arrangement beneficial, because it
would save part of the cost of
importing Middle Eastern oil.

~ Thus, all three parties would bene-
fit — Mexico by selling more oil.
Japan by importing at a lower cost
and -?ducing its need for Middle
Eastern oil. and the United States by-
paying less for the same amount of oll
and narrowing our unfavorable trade
balance with the Japanese.

To protect ourselves against an-
other embargo, the United States
should insist that contracts signed
with Japan or any other buyer
contain an escape clause that would
cancel the contracts in an emergency.
It would also be necessary to work out
some form of crmﬁensanon for U.S.
oil companies that have considerable-
money invested in carrying Alaskan
crude to the lower United States.

The loudest opposition comes from
maritime unions, which benefit from
current Alaskan-crude shipping re-
quirements. The unions' problems
should not be ignored, but the guaran-
tees they now have seem too high a
price to pay. Lifting the export ban is
In ouUr national interest, and special
interests must understand that, a



(5ood Reasons for an O1l Swan

Oil' proJuced in nor;J em Alaska is a lot closer to
potential markets in Japan than it is to the +'dual
markets in the continental United States wtiu.lit
ends up. Distance affects costs. Alaskan oil could be
shipped to Japan for about 50 cents a barrel. That
same oil costs about 31.25 a barrel to transport to
Wesii Coast refineries, and up to 35.50 a barrel to
move to Gulf Coast ports. American consumers pay
for those high transportation charges.

Japanese consumers similarly pay a high trans-
portation premium fo " oil shipped from distant ports
to their country. Americans and Japanese could
both have their energy bills cut somewhat if a
reasonable oill swap could be arranged. Some
Alaskan oil that now goes to the lower 48 stales
could: be sold to Japan in exchange for American
Eurchases of some oil that Japan has contracted to

uy trom Mexico and Venezuela. Each country
could get what it needr-d. but at reduced delivery
costs.

Thu main barrier to such a mutually beneficial
arrangement is a law first passed by Congress in
1974 and reaffirmed in 1979. The law says that oil
from Alaska's Prudhoe Bay can be sold only within
the United States. Initially, this requirement
seemed to be a sound safeguard. The Arab oil
embargo and long lines at gasoline pumps were
thing:, of vivid and bitter recency. Dependability of
future oil supplies was in the forefront of American
energy concerns. Congress wanted American oil to
go to Amencan markets.
~ Under the whiplash of OPEC-dictated price
incrcELses, considerable changes have occurred since
1974 in both oil consumption and supply patterns in
the United States. Even before the recession,
energy conservation and a shift to alternative fuels
had worked to reduce significantly the U.S. demand
for OPEC oil. Mehnwhile. purchases have increased
from such non-OPEC oil producers as Mexico. Far
more security of supply exists now than did eight
years a_?o. _

An oil swap with Japan would of course make the
United States more deﬁendent in some measure on
foreign suppliers. But there is no reason such a swap
arrangement could not carry an escape clause. Any

cutoff In supplies contracted for by Japan could
trigger a suspension of the awap, with whatever
Alaskan oil that had been earmarked for Japan
being automatically recommitted to the Amencan
market.

A cbm%e In the law to drop the ban on overseas
sales of Alaskan oil would take some political effort.

ban has acquired a powerful constituencY In
the form of the maritime unions, Under a 1920
law—the Jones Act—all shipments between Ameri-
can ports must be made In American-flag ships,
manned by well-paid American crews. All the oil
that leaves the southern AJ”ka port of Valdez for
terminals on the West and Gulf coasts falls under
the Jon.es Act Even though only some of the 15
million barrels of oil that run through the Alaska
pipeline each day might be involved In a swap with
Japan, the maritime unions would fight to keep the
law from being changed. _

A second problem Involves equity for the
Amencan companies engaged in northern Alaska oil
production. Legally barred from selling this oil to
foreign countries, Exxon, Standard Oil Co. of Ohio
and Atlantic Richfield Corp. invested hundreds of
millions of dollars in tankers to ship oil from Valdez
to other U.S. ports. In addition, the companies are
under a thrce-ycar contract to move some cf the oil
going to the Gulf Coast through a pipeline across
Panama, offloading from tankers on the Pacific side,
reloading to tankere on the Caribbean side, These
Investments, entered into in good faith, would have
to be protected.

Mo3dt Alaskan oil would of course continue to be
sold in merican markets even under a change in
the law. But some Alaskan oil pIainIY could be
swapped tith Japan to the benefit of American
consumen without detriment to the oil companies
involved and to the financial gain of the state of
Alaska, whose royaltr payments on the oil produced
from the land that It owns at Prudhoe Bay have
been considerably reduced because of the high coats
of transporting that oil to market _

There would be far more gainers than losers in an
Alaskan oil swap. There Is no good reav.r, now not
to clear the way for one.
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APR 4 13851 March 25, 1983

The Honorable Joe L. Hayes
Speaker of the House

of Representatives
Alaska State Legislature
Pouch V
Juneau, AK 99811

Dear Joe:

I really appreciate your March 16 letter regarding
Alaska oil export. In a nutshell, the answer to your
question concerning my position on the matter is: I am
firmly in support of export of Alaska oil.

First, | think we can expect some Congressional action
and debate on this subject this session. The Export Admin-—
istration Act is up for renewal this year. It is my under —
standing the Administration 1is going to support deleting the
ban on oil export at that time.

You can certainly count on me to use my position to
solicit the support of the White House. I have been in
frequent contact with senior members of the President®s
Cabinet and staff. My staff has also been pursuing the
matter to ensure that review of our trade relations with
Japan is made with full awareness of our position. This
apparently has been a fruitful approach since it is my
understanding the Administration intends to support lifting
the ban.

Regarding the efforts of the Japanese financed lobbying
effort, T believe a properly orchestrated effort can help
the situation. Whenever we get into a battle in Congress
involving such divergent interests as this question pre—
sents, it is 1important to have a cadre of people willing to
come 1in and assist. This is the role | foresee for Members
of the Legislature, working with Steve Silver, Jim Clark and
the rest of the team they have put together. This far
they"ve worked as closely as possible with us arl with the
Governor. I understand they are also working with the S" ate

Legislature to keep you Ffully apprised of developments here
in Washington.
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Your final question asks "What, in your judgment,
should we be doing?". I would suggest you go forward with
the hearings | am informed you have planned. It is impor—
tant for the State to know where all the interests-are and
what the benefits and costs of opening Alaska ™ oil market
could be. For instance, one major oil company 1is opposing
oil export. The came oil company appears to be in support
of gas export, while other majors oppose that initiative.
Further”™ testimony from the maritime community 1is important
Most importantly, the State should be made aware of the
potential this initiative has to open Alaska oil developmen
to an extent not possible if we are constrained only to a
domestic market.

When the time is right for meetings with members of
Congress, we should have a bi-partisan team ready to come
discuss this 1issue. Your hearings should help prepare your
members for this role.

I think this is one of the most important issues our

state will be dealing with for years. I look forward to
working with you to achieve a positive outcome. Thank you
for getting 1in touch. Please give Diane our regards, also.

With best wishes,
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BE IT RESOLVED by the Legislature of the State of Alaska:

WHEREAS Congress is now considering legislation
which 1includes provisions concerning the export of Alaskan
crude oil; and

WHEREAS there are proposals before Congress to
change existing federal law which effectively prohibits the
export of Alaskan crude oil; and

WHEREAS the export of Alaskan crude oil will result
in a large increase in federal and state revenues by raising
the wellhead price of Alaskan crude oil without 1increaisng
tax rates to any party or costs to the American consumer;
and

WHEREAS oil export to Pacific Rim allies will
strengthen their national security by reducing their depen—
dence on wunstable foreign sources and discourage the de—
velopment of an energy supply relationship between such
countries and the Soviet Union; and

WHEREAS the Alaska Legislature believes it makes no
sense to spend billions of tax dollars annually to provide
for the military security of countries on the Pacific Rim
without also reducing the possibility of armed conflict by

providing for the energy security of those countries; and

WHEREAS oil export will provide incentives for
further oil exploration in Alaska, thus increasing the
energy security of the United States, and reducing oilcosts
to the American consumer over the long term; and

WHEREAS oil epxort will open trade relationships
between Alaska and Pacific Rim Nations whichwill create the
environment for other exports, such as coal, natural gas and
agricultural ;reduces, which in turn will 1improve relations
between the United States and Pacific Rim countries;

NOW, THEPF.FORF, BE IT RESOLVED that the Alaska
State Legislature respectfully requests the U.S. Congress to
enact provisions of law which will permit the export of
Alaskan crude oil; and

BE IT FURTHER RESOLVED that the Alaska Congress—
ional delegation 1is urged to use 1its best efforts to effect
passage of legislation which will permit the export, of
Alaskan crude oil.e



Copie"S of this resolution shlal be sent to the

Honorable Ronald Reagan, President of the United States;
Honorable George Bush, President of the U.S. Senate; Hon —
orable Thomas O0"Neil, Speaker of the U.S. House of Repre-—
sentatives; the Honorable Jake Garn, Chairman of the Senate
Banking, Housing and Urban Affiars Committee; the Honorable
Clement Zobloski, Chairman of the House Foreign Affairs
Committee; to the Honorable Ted Stevens anc Honorable Frank

Murkowski, U.S. Senators, and the Honorable Don Young, U.S.

Representative, members of the Alaska delegation in Con—
gress; and to the Representative of the Governor of Alaska
in Washington D.C., for such other distribution to members

of Congress, representatives of the National Administration,

and other individuals as he sees fit.
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