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Representative Mike Davis
P.O. Box V 
Juneau, Alaska 99811 
(907) ■465-4930/4941

Interim Office:
P.O . Box 81435 
Fairbanks, Alaska 99708

M E M O R A N D U M  

To: House R e s o u r c e s  C o m m i t t e e

From: Rep. Mike Davis

Date: F e b r u a r y  27, 1987

Re: HR 3; R e l a t i n g  to the e x p o r t  of Al a s k a  oil

The p a s s a g e  of HR 3 w o u l d  send a m e s s a g e  to P r e s i d e n t  
Reagan and the U.S. C o n g r e s s  r e q u e s t i n g  that the p r o h i b i t i o n  
on the forei'gn e x p o r t  of A l a s k a  oil be lifted. This 
r e s o l u t i o n  is ine House c o u n t e r p a r t  to SR 6, w hich was 
passed by the Se n a t e  e a r l i e r  this month.

At a time when the state is s e e k i n g  to i n crease 
rev e n u e s  w i t h o u t  a d v e r s e l y  i m p a c t i n g  i n d i v i d u a l s  or 
i ndustry, and at a time when the p e t r o l e u m  i n d u s t r y  is 
s u f f e r i n g  from a sev e r e  d o w n t u r n  in oil prices, a l l o w i n g  the
foreign ex p o r t  of North Slope oil w o u l d  p r o v i d e  a
s i g n i f i c a n t  d e g r e e  of financial relief.

Due to the lower cost of s h i p p i n g  Ala s k a  North Slope 
oil (ANS) to P a c i f i c  Rim m a r k e t s  ra t h e r  than to the G u l f  
Coast, oil e x p o r t e d  o v e r s e a s  w o u l d  have a hi g h e r  w e l l h e a d  
value. This w o u l d  r e s u l t  in g r e a t e r  i n d u s t r y  p r ofits, an 
i n c r e a s e d  value for the s t a te's r o y a l t y  oil, and a larger 
tax base for the A l a s k a  and U.S. treasu r i e s .

The D e p a r t m e n t  of R e v e n u e  has e s t i m a t e d  that s h i p p i n g
100,000 barrels of ANS per day to the Far East would 
g e n e r a t e  $48 m i l l i o n  in a d d i t i o n a l  general fund and
p e r m a n e n t  fund r e v e n u e s  if the oil were s h i p p e d  in Jones Act
tankers. S h i p p i n g  the oil in f o r e i g n  tankers w o u l d  g e n e r a t e  
a d d i t i o n a l  revenues of a b out 574 m i l l i o n  per year.

Cook Inlet oil is p r e s e n t l y  being e x p o r t e d  to Korea 
u n d e r  a c o n t r a c t  b e t w e e n  p r i v a t e  par t i e s ,  and s t a t e - o w n e d  
r o y a l t y  oil from the west side of Cook Inlet will be 
e x p o r t e d  to Taiwan b e g i n n i n g  this summer. A plan for the 
e x p o r t  of C a n a d i a n  oil has also come u nder c o n s i d e r a t i o n ,  in 
w h i c h  the oil w o uld be s h i p p e d  along A l a s k a ' s  B e a u f o r t  Sea 
coast.
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Canadian firm 
plans export 
of Slope oil
By H arry  M cFarland
Times Business Writer

A C anadian com pany plans to 
com plete  developm ent of an  oil 
re se rv e  in C anada’s B eaufort 
Sea and  ship the crude  to e ith e r 
Pacific  R im  countries o r the 
w este rn  U nited S tates via an  a rc ­
tic sea  route around Alaska.

Gulf C anada R esources Ltd. is 
proposing th a t crude from  a 
la rg e  oil and  gas re serv e  called  
A m auiigak be shipped seasonally  
on iceb reak ers  to  a  point w est of 
B arrow , accord ing  to J im  Liv­
ingstone, the com pany’s m an­
a g e r  of no rthern  affa iis .

T h ere  the oil would be tran s­
fe rred  to  ocean-going tankers, 
w hich would take  the c rude  to 
the Asian m ark e ts  o r to the w est­
e rn  United S ta tes.

“ The m arketing  question 
h asn ’t been resolved y e t,"  Liv­
ingstone said  T uesday  in a  tele­
phone in terview  from  Inuvik, a  
N orthw est T e rrito rie s  com m u­
nity  on the C anadian B eaufort 
coast.

While the C anadian com pany 
m akes plans to export a rc tic  o il , ' 
C ongress continues to ban the ex­

port of A laska’s North Slope oil.
Sen. F rank  M urkowski, R-A- 

laska, has backed the export of 
som e of North Slope oil and has 
m ain tained  tha t the United 
S ta tes could receive som e S10 bil­
lion in benefits by the y e a r 2000 if 
less than  one-third qf the Slope’s 
daily production of 1.8 million 
b a rre ls  w as exported to coun­
tries such as Jap an  and Korea.

Gulf C anada’s shipm ents from 
the B eaufort Sea a re  expected  to 
take place during the period 
when the a rc tic  icepack pulls 
back from  the North A m erican 
shore. T ha t would be from ap ­
proxim ately  early  August to late 
O ctober each year. Livingstone ' 
said.

Gulf shipped 318,000 b arre ls  of 
B eaufort crude to a Japanese  
m ining com pany last year.

- A $120 million tw o-stage pro­
g ram  p lanned  to begin this sum ­
m e r would be the first revival of 
B eaufort drilling since Gulf Can- 

' ada  and  o th e r opera to rs shelved 
developm ent plans last y ea r 
when oil p rices collapsed. Since 
then,.; oil p rices  have clim bed 

back into the $19-a-barrel range.
The developm ent in the Beau­

fort Sea would produce about 2.5 
million b a rre ls  annually sta rting  
as  soon as  1988.

The second phase would fol­
low in about four y ears  with con­
struction  of a  crude oil pipeline 
that could transpo rt a t least
100,000 b a rre ls  per day down the 
M ackenzie Valley to Edm onton, 
A lberta. Once the pipeline is in 
place, the c rude  would be sold 
dom estically  in Canada.

F u rth e r  drilling will be 
com pleted  th is y ear to confirm  
reserve  estim ates  of 700 million 
to 800 million barre ls  of oil, Liv­
ingstone said. The form ation is 
believed to contain about naif the 
reserves discovered in the C ana­
dian Beaufort.

G ulf’s p a rtn e rs  include Husky 
Oil Ltd. and N orcen E nergy  Re­
sources Ltd. The com pany also 
has discussed possible C anadian 
governm ent participation in the 
project.



THE ALASKA 
OIL EXPORT BAN
SPECIAL INTEREST
LEGISLATION
TH A T  HURTS AMERICA

Facts on the exp o r t  of A 1 askan Oil.

 Alaska is the ONLY state p r o h i b i t e d  from e x p o r t i n g  pet r o l e u m .

 The Un i t e d  States c u r r e n t l y  e x p orts 6 0 0 , 0 0 0  barrpIs per day
of r e f i n e d  p e t r o l e u m  p r o d u c t s ,  i n c l u d i n g  10,000 barrels oer dav 
to the So v i e t  Union.

 Due to the Intern a t i o n a l  Energy A g r e e m e n t  the United States
M U S T  e x p o r t  oil to Japan and o t her p a r t i c i p a t i n g  nations d u r i n g  
s h o r t a g e s  such as the Arab Oil Embargo. If a s h o r t a g e  were to 
o c c u r  t o day the. U.S. w o u l d  be r equired to export 5 0 0 . 0 0 0  barr e l s  
per oay to p a r t i c i p a t i n g  c o u ntries.

 The record 20 b i l l i o n  d o l l a r  trade d e f i c i t  with Jaoan c oula
be r e d uced by 2 b i l l i o n  dollars a ye a r  by shipDina them just
20 0 . 0 0 0  b a r r e l s  per day of A l a s k a ' s  1.6 m i l l i o n  barrel a day 
producti o n .

 It costs S4 per barrel more to ship oil from Alaska all -he
way t h r o u g h  the Panama Canal and up to the Gulf Coast than goinc 
d i r e c t l y t o J a p a n .

 For e v ery d o l l a r  saved on t r a n s p o r t a t i o n  S . 60 goes to the
Federal G o v e r n m e n t ,  i.e. the A m e r i c a n  taxpayer. E x p o r t i n g  only
2 0 0 . 0 0 0  barr e l s  per day w o u l d  net the Federal T r e a s u r y  a n o t h e r  
$ 1 7 5  m i l l i o n  per year..

 Japan, Korea, and Ta i w a n  have all e x p r e s s e d  interest in
o b t a i n i n g  A l a s k a n  crude to d i v e r s i f y  their oil sources 3 nd 
m o d e r a t e  the panic bu y i n g  in the spot m a r k e t  w h i c h  results in 
e x o r b i t a n t  price i n c r eases for everyone.

 The A m e r i c a n  consumer. the Federal g o v e r n m e n t ,  and the state
of Al a s k a  are a 1 ! ’as inn b e c a u s e  the m a r i t i m e  i n dustry •> s n ° o 
s u b s i d i z e d  for ’ n e r f i c i e n t service.

 National s e c u r i t y  r.f the U::,h^o States aid our a l’’es wo j
be INC PEAS ED by e x p o ^ t i’t •' 1 > s k ?. • oil.

 "he Alasxa oil « p c r t ran i : . pocial :nter*st ' eu ■ s i a t " ' '■
that hurts A r n e r i c !

crnm f r *. c.w htnntinr 
I , »,!;,n.n

'j(e C.suit-ii ' " : n V  
...niMtj, ‘•'-a'• i



5 4 , 0 0  / bl
through T ran* Panam a Pfpalln* T

S 4 . 5 0 * 3 5 . OQ/bl
through Panama Canal

CURRENT 
C O S T  OF
TRANSPORTATION 
T O  GULF C O A ST 
OF A LASKA NORTH 
SLOPE CRUDE OIL

C O S T  OF
TRANSPORTATION 
T O  PACIFIC RIM NATIONS 
IF EXPORT BAN 
IS LIFTED

rOBEiG*
* U G
'A N K E fl

S . 9 0 / b l

S . 6 0  / bl

NOTE: lor every S1 saved on
Transportation. S.60 goes 
to the lederal government, 
i .e .  the American taxpayer.

Source: U.S. D epartm ent of Energy
Note: .n som e  ca se s,  figures have been averaged, a s  variap ies include sh ip  size and length of ccntracts.



F ig u re  1

1982 SHIPPING RATES 
($/Barrel)

SO U RC E  0» industry estimates.



T H E  W A L L  S T R E E T  J O U R N A L ,  Wodnesci jv,  J a n u a r y  11. ‘ '

E JE Y IE W  &  O U T L O O K

Crude Question
When Japan's Prim e Minister Ya- 

suhiro Nakascne visits Washington 
next week, we rope he asks President 
Reagan when the U.S. Is going to get 
serious about opening the Japanese 
market to American products. That's 
nghL When is the U.S. going to aiiow 
American goods into Japan? '

Under the Zxpor. Admimsmnon 
Act of 1573. erode oil from the North 
Slope of .Alaska must he sold withm 
the United States. Removing this ex­
port •' prohibition would simplify a 
Rube Qoidterg system cf oil transport 
and reduce the U.S.-Japan made aeii- 
cit. perhaps by several billion dol­
lars.

E ver/ day, 1.5 million barrels of 
crude Sow through the .Alaska pipe­
line mto tankers a: the per. of Valdez. 
From there. £00.000 to one million bar­
rels are transported to West Coast re­
fineries, at a cost of about S1.25 per 
barre l Most-of the remainder makes 
an unnecsssanly long and expensive 
tn p -o y  tanker to the West Coast of 
Panama, through a pipeline or the 
Panama Canal to Caribbean cankers, 
and fhence to the U.S. Gulf Coast, at a 
cost of S4.50-S5.50 a barrel.

Without the export prohibition, one 
would expect much of the Gulf Coast 
oil to be sold to Asian countr.es. espe­
cially Japan. For one thing, transport 
costs “across the Pacific are about 50 
cents a'JbarreL For another, Japan 
wants to diversify its oil sources, to 
reduce Its heavy dependency cn the 
Persian Gulf. Meanwhile, it would be 
advantageous for Gulf Coast refiners 
to purchase more cmce frcm Mexico 
and Venezuela itransport costs about 
51 oer barrei), whicn incidentally.
ccuid ^roio-  ....

.Asia, importing mere from the Carib­
bean. the balance of payments would 
be a wash. 3ut made tensions with Ja* i 
pan could be reduced. The U.S. would 
have more leverage m askmg the Ja?- ; 
m ese not to underwrite Soviet devel­
opment of energy resources in Sakha- 1 
lin. .And assuming SCO.CCO barreis a 
daj of sales to Japan, at a wellhead 
pr.ee of n o , the U.S.-Japan deficit 
could fall by 53.55 billion.

It isn't clear that Japanese refiners 
would buy that much, cf course. They 
have long-term contracts with existing 
suppliers, and their total demand for 
crude has been declining. Meanwhile. 
U.S. oil companies will want to recoup 
ihs Ln.vosLT::gn.is d»°v unv° ^ n d s — 

tanker fleets. the 55CO million Panam a 
pipeline-under the assumption that 
the expor. ban would continue. But 
over tune,-it 'will make more Icgismc 
and economic sense to send Alaskan 
oil rib the F ar .East than to die Gulf.

The expor. ban 'was originally en­
acted as a result of heavy lobbying by - 
environmentalists who opposed the 
Alaska pipeline, and wanted to make 
sure it was built only for reasons cf 
national energy independence. 3ut to­
day. the ban is primarily supported by 
m antim e unions. Oil slapped across 
the Pacific would go in foreign bot­
toms; in the U.S. made, under the 
Jones Act, cargoes must be earned in 

■ overmanned U.S.-flagsiups with over­
paid U.S. seamen.

So pernaps Mr. Nakasone should 
•ask Mr. Reagan whether his made ne­
gotiators will jawbone the U.S. Con­
gress and domestic maritime umcr.s 
as much as they press against the 
Jananese government Li keening the 
Japanese market cioseo. io ta  sines
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OIL & GAS JOURNAL EDITORIAL

U.S. oil exoort
i

ban involves costs 
that hurt economy, 
rein energy search
The U.S. makes too many economic tradeoffs in 
its ban on crude oil exports our :de North 
America.

The ban, a product of the Trans-Alaska 
Pipeline Ac: and adjustments to the Export 
Administration Act, is grounced in assumptions 
that no longer are valid. And it creates 
unnecessary costs tnat thwart ceveicoment of 
new energy suppiv ana clog the economy.

'uring the hectic environment created bv the 
1973-74 Arab oii embargo. Congress scooted the 
view that the U.S. should iet none of its own 
production be sold overseas. At a time svhen the 
industrialized world felt doomed to perpetual 
petroleum shortage, wnen the strategic 
importance of crude oil became gianngiy 
aooarent, that seemed sensible. 3ut events since 
then— mainly a dramatic decrease in 
ccnsumotion leading to wnat socears to be an 
extended oil surclus that wiil be magnified bv 
new discoveries off California— have overturned 
the encuring-snorrage scenario.

Strategic ccnsicerations of domestic 
production remain imoortant, but they involve 
more than concern over where U.S. oil is sold. 
The export ban has produced economic 
inefficiencies far more threatening than near term 
chances for a suocly interruotion. By allowing 
exports, tne U.S. could correct those 
inefficiencies and thus promote vital economic 
growth. It also could spur domestic energy 
develooment. And the ban could alwavs be 
reimposed if these shipments ever posed a threat 
to energy security.

The export ban mainlv affects production 
from Alaska, natural markets of wnich are the U.S. 
West Co~v, and Asia. The West Coast neeos oniv 
about one-naif the oil shipped from Valdez, so the 
remainder crosses Panama or circuits South 
America to reach refiners on the Gulf and East 
Coasts and in the Caribbean.

Shipment to Asia— orcbablv jaoan— in 
exchange :cr cruae from foreign sources closer to 
those markets would be cneacer. That's oarriv 
because ire routes are snorter. Aiso, the lo.nes Ac: 
reouires mac cargoes moving cetween U.S. 
coasts be sm coec m U.S. vessels witn U.S. crews, 
coin or wnicn are expensive cv international 
s’ancards. Thus, bv crcscribine international

markets within easv reach of production, the 
U.S. creates a cost ecual to the suostantial 
difference between current snipping charges and 
wnat they would be if the less expensive 
alternative were legal. Ultimately, the cos: is 
borne at the wellhead in the form of lower 
netbacks for North Sloce production.

Oeoressed wellheao netbacks don't hurt jus; 
producers and Alaska. They limit exploration ana 
development and mus reduce additions to U.S. 
oil reserves, which have much more to do with 
U.S. energy security than foreign saie of 
aomestic production. Consumers, wno have a 
great stake in energy supply security, thereicre 
snare the cost or wellhead netbacks ceoresseo by 
nonmarket forces.

In fact, the main beneficiaries of the export 
ban are the snip owners. Thev enjoy Jones-Act 
protection from foreign competition as well as a 
guaranteed market, so long as the U.S. closes 
foreign marxets to Aiaskan oil. The Heritage 
Foundation estimates that the Alaskan oil shioping 
ousiness accounts for one-naif of Jones Act 
traffic. It's not surprising, therefore, that U.S. ship 
owners and their friends in Congress lead the 
opposition to changes in laws blocking Alaskan 
crude exports or in the Jones Act itself.

O n'ther grouos could be hurt bv an end to the 
exoort ban. Export of Alaskan crude might prove 
more profitable than movement of the oil iniand 
from the West Coast via the proposed Northern 
Tier pioeiine or alternative projects. Likewise, 
lifting of the exoort ban might encourage 
development of a North Slope LN G  industry 
baseo on trade with Japan. That could doom the 
prooosed g s ' pipeline from Alaska to the Lower 
48. The Norr. :rn Tier oil oipeline and Alaskan gas 
line 3re major projects that would do mucn to 
facilitate U.S. energy transportation. But, if and 
when thev are built, their econom ics snouicn't 
hinge on government market restrictions.

An end to the exoort ban might not trigger 
immeciate exports to Japan because most Norm 
Sioce proaucers aire3av are committed to 
transportation arrangements linking U.S. markets. 
But it wouia encourage ceve'oom ent of new 
petroleum suooiies bv opening market 
opportunities now  closea ov :egaiities that no 
loncer te've U.S. economic or security coiectives.
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ENERGY REPORT

Maritime Industry Winning the Debate 
Over Exporting Alaska Oil to Japan

Critics of an exporting ban say its removal would help taxpayers and consumers. But 
Congress appears more responsive to U.S. tankers dependent on captive Alaska oil.

B Y  L A W R E N C E  M O S H E R

A H e r  a l m o s t  a  y e a r  o f  d i s c u s s i o n  a n d  
d e b a t e .  C o n g r e s s  a p p e a r s  r e a d y  to  

c o n t i n u e  t h e  1 0 - v e a r - o l d  b a n  o n  e x p o r t s  
o f  A l a s k a  oil  t o  J a p a n  t h a t  -vas  a d o p t e d  
d u r i n g  t h e  h e i g h t  o f  t h e  p a s t  d e c a d e ' s  
e n e r g y  c r i s i s .

T o  s u p p o r t e r s  o f  t h e  b a n .  t h a t  o u t c o m e  
b o d e s  w e l l  f o r  n a t i o n a l  d e f e n s e ,  fo r  e n ­
e r g y  s e c u r i t y  a n d  f o r  t h e  d o m e s t i c  c o n ­

s u m e r .
T o  i t s  c r i t i c s ,  it is a  c o n t i n u i n g  b l o w  to  

t h e  T r e a s u r y  a n d  a  d e e p  b o w  to  a  m a r i ­
t i m e  i n d u s t r y  ( h a t  d e p e n d s  o n  t h e  c a p t i v e  
A l a s k a  o i l  t r a d e ,  w h i c h  b y  l a w  is r e s e r v e d  
to  U . S . - f l a g  t a n k e r s .

E v e n  t h i s  c o u n t r y ' s  t r a d e  d i s p u t e s  w i t h  
J a p a n  h a v e  b e e n  c i t e d  t o  p r e s s  t h e  p o i n t  
t h a t  A l a s k a ' s  o i l  s h o u l d  s t a y  a t  h o m e .

T h e  J a p a n e s e  " o o f u s c a t e  e v e r y t h i n g  
w e  t r y  t o  d o  w i t h  e v e r y  k i n d  o f  p h o n y  
b a r r i e r , "  R e p .  S t e w a r t  B. M c K i n n e y .  R -  
C o n n . .  c o m p l a i n e d  a t  a n  A p r i l  h e a r i n g .  
“ M a y b e  s o m e o n e  w il l  n o w  w a k e  u p  d o w n ­
to w n  a n d  r e a l i z e  w e  a r e  n o t  p l a y i n g  b y  
t h e  M a r q u e s s  o f  Q u e e n s b u r y ’s r u l e s . "

O n  t h e  o t h e r  s i d e  o f  t h e  a r g u m e n t .  
M a r s h a l l  H o y l c r .  a  r e s e a r c h  f e l l o w  a t  t h e  
L o g i s t i c s  M a n a g e m e n t  I n s t i t u t e ,  c a l l e d  
t h e ' b a n  " a  s c a n d a l . "  I n  a  n e w  s t u d y  fo r  
t h e  G e o r g e t o w n  U n i v e r s i t y  C e n t e r  f o r  
S t r a t e g i c  a n d  I n t e r n a t i o n a l  S t u d i e s .  
H o y l e r * c a l c u l a t e d  t h a t  f e d e r a l  r e v e n u e s  
w o u i d  j u m p  S I O  b i l l i o n  o v e r  t h e  n e x t  
q u a r i e r - c e n t u r y  i f  t h e  A l a s k a  oi l e x p o r t  

b a n  w e r e  l i f t e d .
" P e o p l e  h a v e  to  g e t  b e y o n d  t h e  e n e r g y  

. e c u r i t y  n o n - i s s u e . "  h e  s a i d  in  a n  i n t e r -  

.•iew " T h e y  t h i n k  i t ' s  a h a d  idtta  to  s h i p  
ji i to  t h e  J a p a n e s e ,  w h o  h a v e  b e e n  b e a t ­
in g  j s  e c o n o m i c a l l y .  W h a t  t h e y  d o n ' t  
r e a n z e  is t h a t  t h e  J a o a n c s e  w o n ' t  b e n e f i t  
f i n a n c i a l l y ,  t h e y " !  s t i l l  h a v e  t o  p a y  w o r l d  
p r i c e s .  I t ' s  t h e  m a r i t i m e  i n d u s t r y  t h a t  w il l  
s u r f e r  J a c a . n  * i i i  n o t  b e  g e t t i n g  a  b r e a k  
i t  c u r  e x c e r . s e . "

B o t h  s i d e s  o f  - th e  d e b a t e  a p p e a r  to  
s h a r e  t h e  a s s u m p t i o n  t h a t  U . S .  t a n k e r s  
c a n n o t  c o m p e t e  w i t h  s h i p s  f ly i n g  u n d e r  
o t h e r  f l a g s  in  t h e  w o r l d  s h i p p i n g  t r a d e .

C r i t i c s  o f  t h e  b a n  t h i r .k  t h a t  a l l o w i n g  
A l a s k a  o i l  t o  b e  s h i p p e d  t o  J a p a n  a t  
c o m p e t i t i v e  t r a n s p o r t a t i o n  p r i c e s  w o u l d  
u l t i m a t e l y  r e d u c e  t h e  w o r l d w i d e  p r i c e  o f  
o i l ,  t o  t h e  b e n e f i t  o f  U . S .  a s  w e l l  a s  o t h e r  
c o n s u m e r s .  T h e y  s a y  it w o u l d  c o s t  o n l y  6 0  
c e n t s  a  b a n r c l  to  s h i p  oil  f r o m  V a l d e z ,  
A l a s k a ,  to  J a p a n  a n d  o t h e r  F a r  E a s t e r n  
m a r k e t s ,  c o m p a r e d  w i t h  5 4 . 5 0  a  b a r r e l  to  
t r a n s p o r t  t h e  s a m e  oil  to  t h e  U . S .  G u l f  
C o a s t  in  A m e r i c a n  s h i p s .

B u t  M c K i n n e y ,  a l o n g  w i t h  R e p .  H o w ­
a r d  W o l p e ,  D - M i c n . ,  a n d  o t h e r  s u p p o r t ­
e r s  o f  t h e  e x p o r t  b a n  s a y  t h a t  a l l o w i n g  
A l a s k a ' s  oil t o  b e  s o l d  in  A s i a  w o u l d  d r i v e  
u p  t h e  p r i c e  o f  o i l  p r o d u c t s  in  t h i s  c o u n t r y  
b y  a n  e s t i m a t e d  S I . 5 b i l l i o n  a  y e a r .  T h i s  
is b a s e d  o n  a  q u e s t i o n a b l e  a s s u m p t i o n  
t h a t  t h e  r e p l a c e m e n t  o i l  f o r  t h e  e x p o r t e d  
A l a s k a  oi l w o u l d  c o s t  m o r e :  a  d e l i v e r e d  
p r i c e  o f  a b o u t  S 2 9  a b a r r e l  fo r  t h e  i m ­
p o r t e d  o i l  a n d  a b o u t  S 2 6  f o r  o i l  f r o m  
A l a s k a .

TO BAN OR NOT TO BAN
S e n .  F r a n k  J .  M u r k o w s k i ,  R - A l a s k a ,  

h e l d  h e a r i n g s  o n  t h e  b a n  o n  J u l y  1 9 -2 0  
b e f o r e  t h e  F o r e i g n  R e l a t i o n s  S u b c o m m i t ­
t e e  o n  E a s t  A s i a n  a n d  P a c i f i c  A f f a i r s ,  
w h i c h  h e  h e a d s .  M u r k o w s k i  is p r e s s i n g  
f o r  a  p a r t i a l  r e l a x a t i o n  o f  t h e  p r o h i b i t i o n  
t h a t  w o u i d  a l l o w  s o m e  o f  h i s  s t a t e ' s  oil to  
b e  e x p o r t e d  b u t  r e q u i r e  t h a t  it b e  e a r n e d  

o n  U . S . - f l a g  t a n k e r s .
" T h e  q u e s t i o n  is w h e t h e r  o r  n o t  now is 

i h e  t i m e  to  a l l o w  p r e v a i l i n g  m a r k e t  f o r c e s  
:o  d i c t a t e  t h e  d i s t n b u t i o n  o f  A l a s k a  o i l . "  
h e  s a i d .  “ Is  it f a i r  ' h a t  A l a s k a  is t h e  o n l y  
s t a t e  :n  t h e  n a t i o n  t h a t  h a s  s u c h  s e v e r e  
r e s t r i c t i o n s  o n  e x p o r t i n g  o i i ? "

A l a s k a  p r o d u c e s  a b o u t  1 .7  m i l l i o n  b a r -  
- e i s  a  d a y .  o r  11 p e r  c e n t  o f  t h e  n a t i o n ' s  
i n n u a i  o i i  c o n s u m p t i o n .  H a i f  is s h i p p e d

to  t h e  W e s t  C o a s t  a n d  h a l f  e n d s  u p  a t  
r e f i n e r i e s  o n  t h e  G u l f  C o a s t .  P u e r t o  R ic o ,  
t h e  V i r g i n  I s l a n d s  a n d  t h e  E a s t  C o a s t .  
M u r k o w s k i ' s  a m e n d m e n t  w o u i d  a i l o w  u o  
to  2 0 0 , 0 0 0  b a r r e l s  a  d a y  to  b e  e x p o r t e d .

D u r i n g  M u r k o w s k i ' s  h e a r i n g s  a n d  
t h o s e  h e i d  b y  t h e  S e n a t e  B a n k i n g .  H o u s ­
in g  a n d  U r b a n  A f f a i r s  C o m m i t t e e  a n d  
t h e  H o u s e  F o r e i g n  A f f a i r s  S u b c o m m i t t e e  
o n  I n t e r n a t i o n a l  E c o n o m i c  P o l i c y  a n a  
T r a d e ,  l o b b y i s t s  f a v o r i n g  t h e  b a n  o v e r ­
w h e l m e d  its  c r i t i c s .  T h e  i m b a l a n c e  in  th e  
t e s t i m o n y  w a s  so  a p p a r e n t  t h a t  D o n  B a n ­
ke r ,  D - W a s h . ,  c h a i r m a n  o f  t h e  H o u s e  
F o r e i g n  A f f a i r s  p a n e l ,  fe l t  o b l i g e d  to  
a p o l o g i z e  f o r  t h e  “ l o p s i d e d "  h e a r i n g  h e  
h e l d  o n  A p r i l  12.

" T h e  e f f o r t  to  r e m o v e  th e  b a n  w e n t  
n o w h e r e , ”  s a i d  P a u l  F r e e d e n b e r g ,  a  s t a f f  
e c o n o m i s t  f o r  t h e  S e n a t e  B a n k i n g  p a n e l .  
“ N o b o d y  w a s  p a r t i c u l a r l y  i n t e r e s t e d  in  
m a k i n g  a  c h a n g e .  T o o  m a n y  p e o p l e  a r e  
m a k i n g  m o n e y  b e c a u s e  o f  t h e  w a y  it is 
n o w ."

E n e r g y  a n a l y s t  A d a m  E. S i e m i n s k j ,  
v i c e  p r e s i d e n t  o f  W a s h i n g t o n  A n a l y s i s  
C o r p . ,  d e s c r i b e d  t h e  " n o n - d e b a t e "  o n  th e  
b a n  a s  a  g o o d  e x a m p l e  o f  w h e r e  t.-.e 
p o l i t i c a l  p r o c e s s  h a s  " n o t  o p e r a t e d  v e ry  
e f f i c i e n t l y . "

" I n  g e n e r a l ,  a l m o s t  e v e r y o n e  w o u i d  be  
b e t t e r  o l f  i f  t h e  o i l  c o u l d  b e  >o:d to  
J a o a n . "  S i e m i n s k i  s a id  in  a n  in t e r v i e w .  
" B u t  t h o s e  w h o  w o u l d  b e n e f i t — t i e  t a x ­
p a y e r s — a r e  n o t  e a s i l y  i d c n t i t i a b i e .  - . - t i e  
t h o s e  w h o  w o u l d  b e  h u r t — th e  m a r i t i m e  
i n d u s t r y — a r c .  S o  w h o  w a n t s  t o  t a . - z . e  
w u n  t h a t . ’ "

T h e  a n s w e r ,  it t e e m s ,  is h a r c l v  a - . v c - e .  
T h e  R e a g a n  A d m i n i s t r a t i o n  r a s  cee .n  *>• 
t i c e a b l v  a m b i v a l e n t  o v e r  t h e  . s s u e  b e ­
h i n d  t h e  s c e n e s ,  t h e  D e f e n s e ,  i - t e r -  ,‘r a.-a 
T r a n s p o r t a t i o n  D e p a r t m e n t s  r a v e  a : z . : i  
to  r e t a i n  t h e  b a n .  w h i l e  t n e  E . - e - z y  : -C  
S t a t e  D e p a r t m e n t s  a r . a  L . S  T c c e  
r e s e n t a t i v e  Bill  B r o c k  .cave a r z t . e e  a 

r e m o v e  it.



F o r  t h e  r e c o r d .  W i l l i a m  T,
A r c h e r y ,  d e p u t y  a s s i s t a n t  
C o m m e r c e  s e c r e t a r y  Tor t r a d e  
a d m i n i s t r a t i o n ,  to ld  B o n k e r ' s  
p a n e l  t h a t  w h i l e  i h e  A d m i n i s ­
t r a t i o n  w a n t e d  to  r e m o v e  t h e  
b a n .  it h a d  n o t  “ m a d e  a  d e c i ­
s io n  to  e x p o r t  A l a s k a n  o i l  t o  
J a p a n  o r  a n y  o t h e r  c o u n t r y . ”

S n o r t e d  W o l p e .  “ T h a t  is 
d i s i n g e n u o u s . "  W o l p e  h a s  c o ­
s p o n s o r e d  a  b i l l  ( H R  1 1 9 7 )  
w i t h  M c K i n n e y  to  m a k e  t h e  
b a n  p e r m a n e n t .

T h e  A d m i n i s t r a t i o n ’s f e a r  
t h a t  t h e  b a n  m i g h t  b e  m a d e  
p e r m a n e n t ,  in  f3Ct.  is a  m a j o r  
rrnc-vn t h a t  t h o s e  w h o  o p p o s e  
t h e  o a n  h a v e  t r o d d e n  s o  s o f t l y  
o n  C a p i t o l  H i l l .  “ T h e  b a n  
b e n e f i t s  a  s m a l l  g r o u p  w i t h  a 
lo t  o f  p o l i t i c a l  c l o u t , "  s a i d  a n  
A d m i n i s t r a t i o n  o f f ic i a l .  " O n  
t h e  o t h e r  h a n d ,  it is c a u s i n g  a 
n u m b e r  o f  e c o n o m i c  d i s t o r ­
t i o n s  t h a t  a r c  h u r t i n g  e v e r y ­
o n e . ’’

T h e  b a n ’s l e g i s l a t i v e  o r i g i n s  
a r e  in  t h e  1 9 6 9  E x p o r t  
m i n i s t r a t i o n  A c t .  w h i c h  
th e  P r e s i d e n t  t h e  a u t h o r i t y  
d e n y  e x p o r t s  o f  s c a r c e  d o m e s ­
t i c  n a t u r a l  r e s o u r c e s .  B u t  it 
w a s  t h e  19 7 3  s t a t u t e  a u t h o r i z ­
in g  t h e  T r a n s - A l a s k a  P i p e l i n e  
f r o m  P r u d h o c  B a y  t o  V a l d e z  
o n  t h e  G u l f  o f .  A l a s k a  t h a t  
a c t u a i l y  f o r b a d e  t h e  e x p o r t  o f  
A l a s k a  o il .  • ---------------

T h a t  law, a s  w e l l  a s  s u b s e q u e n t  a m e n d ­
m e n t s  to  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  
in  1 9 7 7  a n d  1 9 7 9 .  r e s t r i c t e d  A l a s k a  o i l  to  
d o m e s t i c  c o n s u m p t i o n  u n l e s s  t h e  P r e s i ­
d e n t  c o u l d  s h o w  t h a t  t h e  e x p o r t s  w e r e  in 
t h e  n a t i o n a l  i n t e r e s t  a n d  C o n g r e s s  c o n ­
c u r r e d  in a j o i n t  r e s o l u t i o n .  T h e  1 9 7 7  a n d  
19 7 9  l a w s  a l s o  r e q u i r e d  a  s h o w i n g  t h a t  

s u c h  e x p o r t s  s h o u l d  b e n e f i t  t h e  c o n s u m e r  

w u h i n  t h r e e  m o n t h s .
T h e  p r e v a i l i n g  n a t i o n a l  c o n c e r n  t h e n  

w a s  e n e m y  s e c u r i t y ,  g r o w i n g  o u t  o f  t h e  
o i l  c r i s i s  o f  1 9 7 3 - 7 4 ,  w h i c h  t r i g g e r e d  t h e  
f i r s t  w o r ld  o i l  p r i c e  s h o c k  w h e n  t h e  p r i c e  
f o r  o i l  so ld  b y  '.he O r g a n i z a t i o n  o f  P e t r o ­
l e u m  E x p o r t i n g  C o u n t r i e s  ( O P E C )  
j u m p e d  f r o m  S 3 . 3 9  a  b a r r e l  t o  S I  1 .2 8 .

A l o n e  w i t h  o t h e r  s u p p o r t e r s  o f  t h e  b a n ,  
M c K i n n e y  a n d  W o l p e  a l s o  c o n t e n d  t h a t  
r e m o v i n g  it w o u l d ,  m  M c K i n n e y ’s w o r d s ,  
“ d r y - o o c k  n e a r l y  h a l f  t h e  U . S .  t a n k e r  
l e e t  a n d  d i e  2 0 , 0 0 0  w o r k e r s  '  in  ' .he  
m a p p i n g  i n d u s t r y  a n d  r e l a t e d  j o b s .  In  
a d d i t i o n ,  t h e y  s a v  t h e  T r e a s u r y  w o u l d  
lose  a t  le a s t  S 3 0 0  m i l l i o n  t h r o u g h  lo a n  
t e f a u i i s  c y  s h i p o w n e r s .

The nan s -T.iics counter that only 

' ,:'20 full-time maritime .cos wouid be 

'ost ano ■.tat m e  feceral covcrnment

Congress initially forbade the export o f  A laska oil in the 
1973 statute that authorized the construction o f  the Trans- 
A laska pipeline fro m  Prudhoe Bay to Valdez on the G u lf o f 
Alaska.

c o u l d  b u y  a l l  2 6  l a i d - u p  t a n k e r s  f o r  5 2 0 0  
m i l l i o n .

T h e  m a r i t i m e  u n i o n s  o b v i o u s l y  w o u l d  
s u f f e r  j o b  lo s s e s  i f  A l a s k a  o i l  c o u l d  b e  
f r e e l y  s h i p p e d  to  J a p a n .  U . S . - f l a g  t a n k e r s  
c u r r e n t l y  m o n o p o l i z e  t h e  t r a n s p o r t a t i o n  
o f  A l a s k a  c r u d e  o i l  t o  W e s t  C o a s t  a n d  
G u l f  p o r t s  u n d e r  t h e  1 9 2 0  M e r c h a n t  M a ­
r i n e  A c t  ( a l s o  c a l l e d  t h e  J o n e s  A c t ) ,  
w h i c h  l i m i t s  c o a s t a l  s h i p p i n g  t o  U . S . -  
b u i l t ,  U . S . - m a n n e d  v e s s e l s .  (See 4/16/83, 
p. 793.)

T h e  t r a n s p o r t a t i o n  c o s t s  s a v e d  b y  a l ­
lo w in g  t h e  m o r e  e f f i c i e n t  m a r k e t i n g  o f  
A la sk a  o i l ,  o n  t h e  o t h e r  h a n d ,  is  o n e  o f  t h e  

r e a s o n s  w h y  c r i t i c s  o f  t h e  e x p o r t  b a n  s a y  
it s h o u l d  n o w  b e  r e m o v e d .

T h e  c o s t  d i f f e r e n t i a l  h a s  a l l o w e d  t h e  
b a n  10 “ e n r i c h  a  s m a l l  n u m o e r  o f  i n a i v i d -  
u a i s  a n d  c o r p o r a t i o n s ,  w h o  h a v e  f o r m e d  a  
v o c a l  i n t e r e s t  g r o u p  in  i t s  b e h a l f . "  a c -  
r o r d i n g  to  H o y l e r .  I n  h i s  s t u d y .  " T h e  
P o l i t i c s  a n d  E c o n o m i c s  o f  A l a s k a n  E x ­
p o r t s , "  H o y l e r  u s e s  T r a n s p o r t a t i o n  D e ­
p a r t m e n t  d a t a  ;o  s h o w  t h a t  A m e r i c a n  
s e a m e n ' s  w a g e s  a r e  t h r e e  t i m e s  h i g h e r  
t h a n  t n o s c  p a i o  in o t h e r  i n d u s t r i a l i z e d  
a o u n t r i e s  a n c  s ix  l i m e s  h i g h e r  t h a n  t h o s e  
p a i d  b y  less d e v e l o p e d  c o u n t r . e s .

A n  A m e r i c a n  s e c o n d  m a t e ,  
f o r  e x a m p l e ,  e a r n s  5 6 0 , 5 5 0  
f o r  s ix  m o n t h s  o f  w o r k ,  c o m ­
p a r e d  w i th  S I 7 , 5 0 0  in  w a g e s  
a n d  b e n e f i t s  p a i d  to  W e s t e r n  
E u r o p e a n  s e c o n d  m a t e s .  M o s t  
A m e r i c a n  s a i l o r s  w o r k  o n l y  
h a l f  a  y e a r ,  w h i c h  m a k e s  t h e  
r o l e  o f  t h e  m a r i t i m e  u n i o n s  
p r i m a r i l y  t h a t  o f  r a t i o n i n g  
h i g h l y  s o u g h t - a f t e r  j o b s .

H o y l e r  n o t e d  t h a t  t h e  e x ­
p o r t  b a n  h e l p e d  to  r e v i v e  “ a  
s h r i n k i n g  L ' .S .  u n k e r  i n d u s ­
t r y "  t h a t  h a d  b e e n  lo s in g  b u s i ­
n e s s  f o l l o w i n g  t h e  V i e t n a m  
w a r .  A n d .  a s  t h e  p r o - b a n  
l o b b y  g r e w  r i c h e r  a n d  m e r e  
p o w e r f u l ,  it p r e v a i l e d  o n  C o n ­
g r e s s  to  a d d  m o r e  r e s t r i c t i o n s  
o n  A l a s k a  o i l ,  s u c h  as  a  r e ­
q u i r e m e n t  t h a t  t h e  P r e s i d e n t  
s h o w  t h a t  e x p o r t i n g  t h e  oil  
w o u l d  l o w e r  o i l  p r i c e s  in  t h e  
U n i t e d  S t a t e s  w i t h i n  t h r e e  
m o n t h s .

A m e r i c a n  c o n s u m e r s  w o u l d  
b e n e f i t  f r o m  l i f t i n g  t h e  e x p o r t  
b a n ,  i t s  c r i t i c s  a r g u e ,  b u t  t h i s  
l o n g - t e r m  e f f e c t  w o u l d  t a k e  
l o n g e r  t h a n  t h r e e  m o n t h s  to  
r e a l i z e .  T h i s  is b e c a u s e  t h e  
p r i c e  c t f i c i e n c y  g a i n s  f r o m  a l ­
l o w i n g  t h e  e x p o r t  o f  A l a s k a  oi l 
w o u ld  t a k e  f iv e  to  e i g h t  y e a r s  
t o  g e n e r a t e  n e w  A r c t i c  o i l  p r o ­
d u c t i o n .  w h i c h  in  t u m  w o u l d  
a c t  t o  l o w e r  w o r l d  oil p r i c e s .  

----------------  H o y l e r .  S i e m i n s l d  a n d  E n ­
e r g y  D e p a r t m e n t  o m c i a i s  c o n t e n d  t h a t  
t h e  b a n ’s s u p p o r t e r s  e i t h e r  d o  n o t  u n d e r ­
s t a n d  h o w  w o r i d  oil  p r i c e s  a r e  s e t  o r  
p r e f e r  to  o b f u s c a t e  t h e  i s s u e .  T o  t h e m ,  
t h e  c o n t e n t i o n  t h a t  A m e r i c a n  c o n s u m e r s  
w o u l d  p a y  m o r e  fo r  g a s o l i n e  i f  A l a s k a  
s e n t  i ts  oil  t o  J a p a n  is m o r e  r h e t o r i c  t h a n  
f a c t .

T h e  " m a r k e r  p r i c e "  f o r  a ll  o i l  is s e t  b y  
t h e  p r i c e  o f  S a u d i  A r a b i a n  oil  p lu s  ' .he  
t r a n s p o r t a t i o n  c o s t s  to  a  p a r t i c u l a r  pv.rt. 
T h i s  p r i c e ,  in  t u m .  is i n f l u e n c e d  b y  t h e  
s u p p l y  oi  o i l  f r o m  n o n - O P E C  s o u r c e s  
s u c h  a s  B r i t a i n  a n d  M e x i c o .  D i f f e r e n c e s  
in  q u a l i t y  ( w e i g h t  a n d  s u l f u r  c o n t e n t )  a r e  
a l s o  n o t e d .

In  h is  s t u d y ,  H o v l e r  c o m p a r e s  t h e  s p o t  
p r i c e  o f  A l a s k a  oil t o  M e x i c a n  oil o n  t h e  
G u i f  C o a s t  f r o m  F e c r u a r y  ! ° S  I to  S e >  
l e m b e r  I 9 S 2 .  D u r i n g  t h i s  p e r i o d ,  ‘. h e  
M e x i c a n  p n e e  c r o p p e d  f r o m  S 3 ' . 2 3  a 
b a r r e l  to  S 2 S . 5 6 .  w h i l e  t h e  p r i c e  o f  
A l a s k a  oil c r o p p e d  f r o m  S 3 7  to  S 3 2 . S 6 .

.A f t e r  a d j u s t i n g  fo r  ’. h e i r  q u a i i t v  c u f e r -  
e n c c  i o n  w m c h  b a s i s  A l a s k a  oii  is w o r m  
a b o u t  SI  a b a r r e l  m o r e  b e c a u s e  it is e a s i e r  
'.0 r e f i n e i ,  t h i s  m e a n t  t h a t  c u r i n g  t f i a t  21-  
m o n t n  p e n c e ,  m e  o n c e  o f  k.asiwa ail 
T u f t e d  f r o m  S i  23  c h e a o e r  ’.o  S3 3C m o r e
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e x p e n s i v e  t h a n  M e x i c a n  o il .
Thus G ulf Coast refiners 
could have saved money by 
buying the closer Mexican oil.

AT TH E  W ELLHEAD
T h e  o n e  a r e a - w h c r e  s o m e  

c o n s u m e r s  m i g h t  n o t  b e n e f i t  
f r o m  l i f t i n g  t h e  b a n  is t h e  
W e s t  C o a s t ,  w h e r e  t h e  A t l a n ­
t i c  R i c h f i e l d  C o .  is  o u t - s e l l i n g  
i l s  r i v a l s  b y  " d i s c o u n t i n g "  t h e  
p r i c e  o f  i ts  A l a s k a  o i l  t o  i ts  
o w n  r e f i n e r i e s .  M u c h  o f  A r -  
c o ' s  a b i l i t y  t o  d o  t h i s ,  i t s  c r i t ­
i c s  c o n t e n d ,  s t e m s  f r o m  t h e  
c o m p a n y ' s  t a x  a c c o u n t i n g  
p r o c e s s ,  w h i c h  is n o w  u n d e r  
i n v e s t i g a t i o n  b y  t h e  I n t e r n a l  
<\c>enuc s e r v i c e .

T h e  A r c o  c a s e ,  r e g a r d l e s s  
o f  w h o  is  r i g h t ,  o f f e r s  a  g o o d  
e x a m p l e  o f  t h e  w a y  o i l  p r i c e  
a r g u m e n t s  c a n  b e c o m e  s l i p ­
p e r y .  C o m p u t i n g  t h e  p r i c e  o f  
o i l ,  it s e e m s ,  o f t e n  d e p e n d s  o n  
w h o  is d o i n g  t h e  c a l c u l a t i n g .

O P E C  h a s  a c t e d  a s  a  c a r t e l  
t o  s e t  t h e  w o r l d  p r i c e  p o l i t i ­
c a l l y .  B u t  i n c r e a s e d  o i l  p r o ­
d u c t i o n  b y  n o n - O P E C  c o u n ­
t r i e s .  c o n s e r v a t i o n  p r a c t i c e s  
a n d  a  r e c e s s i o n  n a v e  f o r c e d  
O P E C  t o  d r o p - r t s  p n e e  t o  b e ­
lo w  S 3 0  a  b a r r e l .

A l a s k a  o i l :  o n -  t h e  o t h e r  
h a n d ,  is c o s t l i e r  t o  p r o d u c e  
t h a n  P e r s i a n  G u l f  c r u d e ,  a n d  
i t s  q u a l i t y  is  p o o r e r .  B u t  i ts  
w e l l h e a d  p r i c e  is a b o u t  S 2 0  a  
b a r r e l ,  a  p r i c e  t h a t  b e a r s  n o  
r e a l  r e l a t i o n  t o  c o s t .

A r c o ,  f o r  e x a m p l e ,  c o m p u t e s  i t s  
A l a s k a  N o r t h  S l o p e ' w e l l h e a d  p r i c e  b y  
s t a r t i n g  w i t h  t h e  p r i c e  o f  e q u i v a l e n t  
“ W e s t  T e x a s  S o u r "  c r u d e  o i l  a n d  t h e n  
d e d u c t i n g  t a r . k e r  a n d  p i p e l i n e  t r a n s p o r t a ­
t i o n  c o s t s .  I f  W e s t  T e x a s  S o u r  s e l l s  f o r  
S 3 0  a  b a r r e l  ( i t s  1 9 8 2  a v e r a g e  w a s  
S 3 0 . 7 4 ) ,  t h e n  A r c o ' s  w e l l h e a d  p r i c e  is 
t h a t  l e s s  S 4 . 5 0 - a - b a r r e l  s h i p p i n g  c o s t s  
f r o m  V a l d e z  to  H o u s t o n  a n d  S 6 - a - b a r r e l  
p i p e l i n e  c o s t s  f r o m  P r u d h o e  B a y  t o  

V a l d e z ,  o r  S I 9 . 5 0  a  b a n r e l .
W h a t  b o t h e r s  t h e  I R S  is t h a t  A r c o  u s e s  

t h i s  a r t i f i c i a l l y  lo w  w e l l h e a d  p r i c e  to  c a l ­
c u l a t e  a l l  i ts  t a x e s  f o r  i t s  A l a s k a  o il ,  
a l t h o u g h  SO p e r  c e n t  o f  t h a t  oi l g o e s  to  
t h e  W e s t  C o a s t ,  w h e r e  i t s  t r a n s p o r t a t i o n  
t e s t s  a r e  o n ly  S I . 5 0  a  b a r r e l .  T h u s  A r c o  
w r i t e s  o f f  a n  a d d i t i o n a l  S3 o f  s h i p p i n g  
c o s t s  fo r  m o s t  o f  its  A l a s k a  o il .

T h i s  a c c o u n t i n g  p r o c e d u r e  a l l o w s  A r c o  
■o p a y  , 'ow e r  f e d e r a l  " w i n d f a l l  p r o f i t s "  
t a x e s ,  f e d e r a l  i n c o m e  t a x e s  a n d  A l a s k a  
- c c r n e  a n d  s e v e r a n c e  t a x e s  a n d  r o y a l t i e s .  
\!1 tt t h e s e  t a x e s  a r e  c a l c u l a t e d  o n  t h e  

b a s i s  o f  w e d h e a C  p r . c e s  in  A l a s k a .

Sen. Frank J. M urkowski. R-Alaska, is pushing la allow 
some o f  his state's ail to be exported to Japan i f  it is 
transported by U S.-flag tankers.

Rep. Howard Wolpe, D-Mich. (left), says exports o f  Alaska  
oifw ou id  cost U.S. consumers about SI. 5 billion a year.

T h e  c o n s e q u e n c e s  o f  t h i s  p r i c i n g  s y s ­
t e m  a r e  tw o f o ld .  O n e  is t h a t  it  a l lo w s  
A r c o  t o  " d i s c o u n t "  t h e  c o s t  o f  i t s  o i l  to  i ts  
o w n  r e f i n e r s  a n d  t h u s  u n d e r c u t  i t s  c o m ­
p e t i t o r s  o n  t h e  W e s t  C o a s t .  T h e  o t h e r  is 
t h a t  i t  m o t i v a t e s  A r c o  t o  p r e f e r  p a y i n g  
t h e  h i g h e r  s h i p p i n g  c o s t s  t o  t h e  W e s t  
C o a s t  a n d  t h e  P e r s i a n  G u l f  r a t h e r  t h a n  
s e l l i n g  i ts  N o r t h  S l o p e  o i l  to  s u c h  E a s t  
■Asian m a r k e t s  a s  J a p a n  a t  3 h i g h e r  w e l l ­

h e a d  p r i c e .
" B e c a u s e  a  s a l e  t o  t h e  J a p a n e s e  a t  

V a l d e z  w o u l d  c r e a t e  a r e a l  t r a n s t e r  
p n e e , "  a r g u e d  J a c k  A .  3 l u m ,  a  W a s h i n g ­
t o n  i o b b v i s t  fo r  t h e  I n d e p e n d e n t  G a s o i i n e  
M a r k e t e r s  C o u n c i l ,  “ i t  w o u l d  s i g n i f i ­
c a n t l y  r a i s e  A r c o ' s  w i n d f a l l  p r o f i t s  l a x  
p a y m e n t s .  T h e  i r o n y  o f  t h i s  s i t u a t i o n  is 
t h a t  e v e n  t h o u g h  t h e  J a c a n e s e  w o u i d  p a y  
m o r e  fo r  t h e  c r u d e  a t  V a l d e z  t h a n  t h e  
c o m p a n i e s  n o w  m a k e  o n  p r o d u c t ,  b e ­
c a u s e  o f  t h e  w a y  t h e y  d o  t h e i r  t a x  c a l c u l a -  
i i o n s  t h e i r  n e t  p r o f i t  w o u l d  b e  l o w e r . "

A r c o ' s  p r e s i d e n t .  J a m e s  S .  M o r r i s o n ,  
• i e n i e d  t h i s  a s s e s s m e n t  t o  t h e  H o u s e  E . v  
e r t t y  a n d  C o m m e r c e  S u b c o m m i t t e e  on 
O v e r s i g h t  a n d  I n v e s t i g a t i o n s  l a s t  F e b .  2 3 .

c a l l i n g  it " f a r f e t c h e d . "  V e t  
A r c o  c o n t i n u e s  to  s u p p o r t  t h e  
e x p o r t  b a n .  u n l ik e  S t a n d a r d  
O i l  C o .  ( O h i o ) ,  a n o t h e r  m a j o r  
A l a s k a  p r o d u c e r ,  w h i c h  n o w  

h a s  c a l l e d  fo r  i ts  l i f t in g .
“ T h e r e  is n o  p e r f e c t  a n ­

s w e r . "  S i e m i n s k i  s a id .  " B u t  in 
g e n e r a l ,  e v e r y o n e  w o u l d  b e  
b e t t e r  o f f  i f  t h e  oil c o u l d  b e  
so ld  to  J a p a n  b e c a u s e  t h e y  
w o u l d  p a y  m o r e  fo r  it . O n l y  
t h e  m a r i t i m e  u n i o n s  w o u l d  be 
h u r t . "

C r i t i c s  o f  t h e  b a n ,  h o w e v e r ,  
h a v e  a  h a r d e r  l i m e  d i s m i s s i n g  
t h e  e n e r g y  s e c u r i t y  i s s u e ,  i f  
f o r e i g n  oil s u p p l i e s  w e r e  a g a i n  
d i s r u p t e d ,  t h e  id e a  o f  e x p o n -  

U .S .  oi l m a k e s  l i t t l e  s e n s e  
h e  b a n ' s  s u p p o r t e r s ,  w h i c h  
u d e  s u c h  g r o u p s  a s  t h e  

N a t i o n a l  F a r m e r s  O r g a n i z a ­
t i o n  a n d  t h e  A m e r i c a n  P u b l i c  
P o w e r  .A s s o c ia t io n .

C h a r l e s  L.  F r a z i e r ,  d i r e c t o r  
o f  t h e  f a r m e r s '  W a s h i n g t o n  
ofifice, s a id  h i s  o r g a n i z a t i o n  :s 
s t i l l  " b i t t e r "  o v e r  t h e  p a s t  oil 
p r i c e  i n c r e a s e s .  T h u s  n i s  
g r o u p  f a v o r s  " r e t a i n i n g  c o n ­
t r o l "  o f  A l a s k a  oil.

T o  e x p e r t s  s u c h  a s  H o y l s r .  
h o w e v e r ,  t h e  U n i t e d  S t a t e s  
w il l  r e m a i n  j u s t  a s  v u l n e r a b l e  
t o  a n o t h e r  oi l c r i s i s  e v e n  i f  t h e  
A l a s k a  oil e x p o r t  b a n  is k e p t .  
H o y l e r  a r g u e s  t h a t  r e g a r d l e s s  
o f  t h i s  c o u n t '  s d e s i r e  to  b e  
e n e r g y  i n d e p e n d e n t ,  it  is s t i i i  
p a r t  o f  t h e  w o r l d  o i l  m a r k e t  

a n d  w il l r e m a i n  so. W h e n  oil  s u p p l i e s  a r e  
d i s r u p t e d ,  H o y l e r  m a i n t a i n e d ,  " t h e  p n e e  
o f  o i l  g o e s  u p  e v e r y w h e r e . "

In  t h e  lo n g  r u n ,  h e  c o n t e n d s ,  p e r m i t ­
t i n g  t h e  e x p o r t  o f  A l a s k a  o i l  w o u l d  a c t u ­
a l l y  i m p r o v e  t h i s  c o u n t r y ’s e n e r g y  s e c u ­
r i t y  b y  i n c r e a s i n g  t h e  w o r l d  o i l  s u p p l y  
f r o m  a p o l i t i c a l l y  s t a b l e  a r e a .  T h u s  w h e n  
a n o t h e r  s u p p l y  d i s r u p t i o n  o c c u r r e d ,  t h e r e  
w o u l d  b e  less  n e e d  b y  s u c h  c o n s u m e r s  as  
J a p a n  to  p a n i c  a n d  b id  u p  t h e  p n e e .  
w h i c h  is w h 3 l  h a p p e n e d  in  1 9 7 3 - 7 4  a n d  
a g a i n  in  19 7 9 .

T h e  A d m i n i s t r a t i o n  a g r e e s ,  b u t  . s  
s p o k e s m e n  a r e  s t i l l  m u t f i i n g  t h e i r  v iew s ,  
i n  a n  i n t e r v i e w ,  h o w e v e r ,  W i l l i a m  J .  Si!> 
vey .  t h e  E n e r g y  D e p a r t m e n t ' s  a s s o c i a t e  
d i r e c t o r  fo r  p l a n n i n g  a n d  a n a l y s i s ,  w e n t  
t h i s  f a r :

" T h e  c o n g r e s s i o n a l  p e r c e p t i o n  d e e s  .-.at 
y e t  a p p r e c i a t e  t h e  f a c t  t h a t  : h e r e  is c r :  
w o r l d  p e t r o l e u m  m a r k e t  a n d  t h a t  w e  a r t  
p a r t  a f  it. 3 y  k e e p i n g  '.he  M a s x a  
e x p o r t  b a n .  w e  a r e  j u s t  c h a r g i n g  o u r s e l v e s  
m o r e  t h a n  w e  n e e d  to .  O n l y  t h e  w m c f a . I  

t h i s  t i m e  is g o i n g  to  t h e  s m o p i r . e  ; n o u s ' . r -  
m s t e a d  o f  t h e  oil  c o m p a n i e s . "  I

•n a t i o n a l  J O U R N A L  ' } 3 ; > x >
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Selline Alaskan oil to J apan
I n ev er m ade any economic 
sen se  for A m en can s :o sr.;p 

, 600,000 b a rre ls  a day of Aias- 
— -k a n  su rp lu s  oil through me 

P anam a Canal to o u r Gulf ports a: 
a tra n sp o rta tio n  cost of IS a bar­
re l. w hen  the sho rt 'haul from 
A laska to Ja p a n  casts less than 
half as m uch . T he Japanese are 
orJy s lig h tly  less anxious to buy 
our oil than  the M exicans are 
e a g e r  to sell to o u r G ulf Ccas: 
re f in e r ie s , w ith large  savings on 
tra n sp o r ta tio n  at botn encs of tne 
sw ap.

It m akes even less strategic 
sen se  to push  the Japanese into 
g re a te r  d ep en d en ce  cn Russian oil 
and gas as they  seek to escape 
re lian ce  on th e  P e rs ian  G ulf for 70 
p e rc e n t of thesr oil. Geopotiacs 
and econom ics now com cine to 
give the  R eagan  adm in istra tion  a 
pow erfu l in cen tiv e  to remove the 
leg is la tiv e  ban th a t since 1974 has 
p roh ib ited  the  sale abroad  of Alas­
kan oiL
. E n co u rag ed  by N ational Secu- 
riry  A d v ise r W iliiam  C a rk  and his 
ab le s ta ff , P re s id e n t Reagan now 
has c le a rly  sig n a led  his willing­
ness to see c h a n g e s  in the curren t 
law. One of the least-noticed hut 
im p o rtan t r e s u lts  of R eagan’s 
m eeting  w ith  Ja p a n e se  P rim e Min- 
is ie r  Y asuhiro N akasone was the 
ag reem en t to se t up a jo in t work­
ing group on e n e rg y  to explore 
o p p o rtu n itie s  for cooperation.

A lthough th e  m em b ersh ip  and 
te rm s  of re fe re n c e  still are  being 
neg o tia ted , h igh  on the  agenda will 
be A laskan  oil. Tb avoid the e rro r 
of the C a r te r  adm in is tra tio n  in 
w aiting  loo  long before  cooperat­

ing w,th E uropeans to prevent 
their growing aepencer.ce  on 
Soviet r.arurai gas. thus worxmg 
group is seer, as a fram ew ork to 
perm :: effective jo in : action
before the Ja p a n e se  becom e 
h o ik e d  on R u s s ia n  ene r r y 
sources. A Japanese  consortium , 
for example, is on tne tr.resr.old cf 
a £3 billion to £4 billion com m it­
m ent to the developm ent w;;r. tne 
Soviets of the Sakhalin  reserves.

In the paimy cays of A lexander 
Haig, the fact that th is  initiative 
originated in t-he NSC sta ff would 
have beer, enough to en su re  Slate 
D epartm ent opposition. But Sec­
re ta ry  of State G ecrge  S huitr has 
proved recepnve.

Durmg his Tbkyo trip , Shulm 
m ade the point m at a very large 
reduction in the U.S. trad e  deficot 
w ith Japan wouid be achieved by 
exporting Alaskan oil. B ut he rea l­
istically w arned tha t negotiating 
with Congress for changes in me 
law would be com plicated .

In fact. Jim m y C arter, as p resi­
dent, made an ab o rtiv e  an em p : :o 
lift the oan or. the export of A las­
kan oii, only to be d iscouraged  by 
the organised opposition of the 
m aritim e unions. W hether these 
pow erful forces can be won over or 
overr.cden  in th is m ore u rgen t s it­
uation depends cn the a d m in is tra ­
tion's ability to take its s trong  case 
;o the public.

The opposition of the  m aritim e 
unions derives from  the fact that 
Lbe law now recu ire s  th a t all U_S. 
coastal trad e  be c a rr ie d  in A m eri­
can ships with highly paid  A m eri­
can crew s. Since the A laskan oil 
cannot be exported, u s  sm pm er.t 
along the West Coast and through

the Panam a Canal guarar.ites ;oc: 
to me unions. More mar. 1.1 i - 
union jobs have come :o ceper.d or.

cf m e unions. Am erican mo a soc­
cer :c Jaoan Mike M ansfieid mooe 
a significant speech Toxys m 
Decemoer. H e reveajec m at he r.ao 
indications from  me Janar.es* or. 
vate sector that im ocr.ers wcu.o 
agree :c having a sucstar.tiai par. 
of the .Alaskan oil tranooor.ee  m 
Am er.czn snips ever, though this 
wouio acd :o the cost.

A n o th e r d ev e lo p m en t th a t 
makes it easie r mar. before to 
argue for allowing some e r o c r  of 
A laskan oil is the  discover.' of vast 
new oil fields off the Caiiforraa 
coast and the prediction cf huge 
new reserves still to be four.c m 
Alaska.

U nder these c ircum stances, 
sem e c; Die big oil com panies m at 
had invested heavily tr. a pipeline 
across Panam a are  no longer sup­
porting me ban on oil exhortation  
to protect this investm ent. They 
are shifting th e ir  position as Jap an  
becomes m ors im portan t as a 
potential buyer of the growing su r­
plus.

Similarly, the world oii glut has 
reduced the re levance  of m e a rg u ­
ment that we m ust keep every drop i 
of oil at home. T he Japanese  may 
be p rep ared  to spend substan tia l 
investm ent cap ita l on discovery 
and developm ent of new rese rv es 
in Alaska. It m ay well be m at “w ith 
this kind of join: cooperation  m ere 
oil will be discovered ar.c b rocgr.t 
on line than is actually  sold :o m e 
Jaoanese.

t
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1 IN THE HOUSE BY DAVIS AND KOPONEN

2 HOUSE r ESOLUTION NO. 3

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 Relating to the export of Alaska oil.

6 BE IT RESOLVED BY THE HOUSE OF REPRESENTATIVES:

7 WHEREAS the foreign export of Alaska North Slope crude oil would

8 provide an incentive for further domestic oil exploration and development;

9 and

10 WHEREAS further oil exploration and development would enhance the

11 nation's energy and economic security; and

12 WHEREAS the petroleum industry is presently experiencing severe

13 economic difficulties; and

14 WHEREAS Japan, Korea, and Taiwan have expressed an interest in

15 purchasing Alaska North Slope crude oil to diversify their energy sources;

16 and

17 WHEREAS the export of Alaska North Slope crude oil would decrease the

18 federal trade deficit with these nations; and

19 WHEREAS a Taiwanese company will take first delivery of Alaska Cook

20 Inlet royalty oil in 1987 under an oil export license issued by the U.S.

21 Department of Commerce; and

22 WHEREAS a Korean company has already begun taking delivery of Alaska

23 Cook Inlet oil; and

24 WHEREAS it i; far more costly to ship Alaska North Slope crude oil

25 through the Panama Canal and to the Gulf Coast than to ship the oil

26 directly to the Pacific Rim; and

27 WHEREAS under the International Energy Agreement, the United States is

28 required to export crude oil to participating nations in the event of a

29 worldwide disruption of oil supplies;
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1 DE IT RESOLVED that the House of Representatives respectfully requests

2 the United States Congress to enact laws providing for the export of Alaska

3 crude oil, regardless of the oil's point of production within the state;

4 and be it

5 FURTHER RESOLVED that the Alaska congressional delegation is urged to

6 continue using its best efforts to obtain passage of legislation permitting

7 the foreign export of Alaska crude oil, regardless of the oil's point of

8 production within the state.

9 COPIES of this resolution shall be sent to the Honorable Ronald

10 Reagan, President of the United States; the Honorable George Bush,

11 Vice-President of the United States and President of the U.S. Senate; the

12 Honorable Jim Wright, Speaker of the U.S. House of Representatives; the

13 Honorable Robert Byrd, Majority Leader of the U.S. Senate; and to the

14 Honorable Ted Stevens and the Honorable Frank Murkowski, U.S. Senators, and

15 the Honorable Don Young, U.S. Representative members of the Alaska delega-

16 tion in Congre
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