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M E M O R A N D U M

TO: H o u s e  T r a n s p o r t a t i o n  C o m m i t t e e  M e m b e r s

FROM:  S e n a t o r  J a c k  C o g h i l l  

D AT E :  M a y  1, 1988

RE: S J R  11, U r g i n g  r e pea l of c e r t a i n  p o r t i o n s  of the J o n e s  A c t

A l a s k a  is p e n a l i z e d  o v e r  $ 2 0 0  m i l l i o n  e a c h  y e a r  in h i g h e r  c o s t s  
and e x p o r t e d  c o m m o d i t i e s  are p r i c e d  ou t  of the m a r k e t  due to 
r e s t r i c t i o n s  on o c e a n  s h i p p i n g  by th e f e d e r a l  J o n e s  Act.

T h e  J o n e s  Ac t, as d e s c r i b e d  in the bill t e x t  a nd  the s u p p o r t i n g  
i n f o r m a t i o n ,  r e q u i r e s  " A l l - U . S . "  s h i p s  to c a r r y  c o m m o d i t i e s  
b e t w e e n  A l a s k a n  and L o w e r  48 p o r t s ,  c o m i n g  and  go i n g .  Th e 

r e s u l t i n g  h i g h e r  o v e r a l l  s h i p p i n g  c o s t  of " A l l - U . S . "  s h i p s  m a k e s  
g o o d s  s h i p p e d  to A l a s k a  h i g h e r  c o s t  to u s . . . a n d  A 1 a s k a - p r o d u c e d  
g o o d s  s h i p p e d  ou t o f  s t a t e  m u s t  be p r i c e d  less by the local 
A l a s k a n  m a n u f a c t u r e r ,  to a b s o r b  th e a d d e d  o c e a n  f r e i g h t  c o s t ,  to 
m a k e  the p r o d u c t  p r i c e  c o m p e t i t i v e  on the O u t s i d e .

An e x a m p l e  of h i g h e r  o c e a n  f r e i g h t  c o s t  is the c o m p a r i s o n  o f  an 

" A l l - U . S . "  t a n k e r ' s  total c o s t  to a " F o r e i g n - F l a g a e d " t a n k e r  on a 
v o y a g e  b e t w e e n  Los A n g e l e s  and  A n c h o r a g e .  T h e  " A l l - U . S . "  t a n k e r  
is 74 p e r c e n t  h i g h e r  tha n a c o m p a r a b l e  " F o r e i g n - F l a g g e d  t a n k e r .

Voya£ej__L_LA J_ _ t o _ A n c h ^  L A J J - U ^ S ^  Lf£r e lSHj£ li32£ ^
Total D o l l a r s  $ 4 4 9 1 0 0 0  "'$258 ,000
C o s t  Pe r Ton $ 1 2 . 8 2  $ 7 . 3 6
H i g h e r C o s t  74%

A n o t h e r  e x a m p l e :  P l e a s e  r e f e r  to l i n e  15 of  the bi ll:  L a s t

m o n t h ,  the o c e a n  f r e i g h t  c o m p a n i e s  a n n o u n c e d  a n o t h e r  f r e i g h t  ra te  
i n c r e a s e  of 7 p e r c e n t .  Th is  is the t h i r d  i n c r e a s e  in 14 m o n t h s .  
Th e  o c e a n  f r e i g h t  c a r r i e r s  j u s t i f i e d  the r a t e  i n c r e a s e  by s a y i n g ,  
" . . . b e c a u s e  of A l a s k a ' s  e c o n o m i c  d o w n t u r n  a n d  i n c r e a s e d  

c o m p e t i t i o n  ,we w e r e  not m a k i n g  e n o u g h  m o n e y ,  so we had to 
i n c r e a s e  p r i c e s . . . "  In a p r o t e c t e d ,  m o n o p o l i s t i c  a r e n a ,  the 
o c e a n  f r e i g h t  c a r r i e r s  h o l d  A l a s k a  h o s t a g e .  T h e s e  h i g h e r  o c e a n  
f r e i g h t  c o s t s  i n c r e a s e  the c o s t  of g o o d s  to us, and m a k e  ou r 
l o c a l l y  p r o d u c e d  c o m m o d i t i e s  less p r i c e  c o m p e t i t i v e  on the 
O u t s i d e .

A l a s k a  w o u l d  g r e a t l y  b e n e f i t  w i t h  r e p e a l  of c e r t a i n  p o r t i o n s  of 

the J o n e s  Act. P a s s a g e  of S JR  11 will s e nd  a c l e a r  m e s s a g e  to 
th e U.S. C o n g r e s s  a b o u t  the m a n d a t e  o f  A l a s k a n s .
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&
B A C K G R O U N D

Th e t e r m  ‘J o n e s  Act ' r e f e r s  to S e c t i o n  27 of the M e r c h a n t  M a r i n e
A c t  of 192 0,  w h i c h  s t a t e s :

"No m e r c h a n d i s e  shall be t r a n s p o r t e d  by w a t e r ,  or by land
and w a t e r , . . . b e t w e e n  p o i n t s  in th e  U . S  e i t h e r  d i r e c t l y
or via a f o r e i g n  p o r t  or fo r a n y  p a r t  o f  the 

t r a n s p o r t a t i o n , in a n y  o t h e r  v e s s e l  t h a n  a ve sse l b u i l t  in 
and d o c u m e n t e d  u n d e r  the laws of  the  U.S.  and o w n e d  by 
p e r s o n s  w h o  are  c i t i z e n s  of the U . S . "

Th e p u r p o s e  of the M e r c h a n t  M a r i n e  A c t  of  19 20  was:

" T h a t  it is n e c e s s a r y  fo r  the n a t i o n a l  d e f e n s e  and for the 
p r o p e r  g r o w t h  of  its f o r e i g n  a nd d o m e s t i c  c o m m e r c e  that the 
U.S. shall h a v e  a m e r c h a n t  m a r i n e  of t he  b e s t  e q u i p p e d  and 
m o s t  s u i t a b l e  t y p e s  of v e s s e l s  s u f f i c i e n t  to c a r r y  the 
g r e a t e r  p o r t i o n  of its c o m m e r c e  a n d  s e r v e  as a naval or 
m i l i t a r y  a u x i l i a r y  in t i m t  of w a r  or n a t i o n a l  e m e r g e n c y ,  

u l t i m a t e l y  to be o w n e d  and o p e r a t e d  p r i v a t e l y  by c i t i z e n s  of 
the U . S . . . . "

JP.̂ li_ACT_EfFECT_ON_ALASKA

T h e  J o n e s  A c t  C o s t  P e n a l t y

The J o n e s  A c t  r e s t r i c t s  the " c o a s t w i s e "  w a t e r b o r n  
t r a n s p o r t a t i o n  of  the U . S. , i n c l u d i n g  t r a n s p o r t a t i o n  b e t w e e n  
A l a s k a  an d the L o w e r  48 p o r t s  a n d  t r a n s p o r t a t i o n  w i t h i n  
A l a s k a ,  to v e s s e l s  th at  are  U S - b u i l t ,  U S _ o w n e d ,
U S - r e g i s t e r e d , a n d  US - c r e w e d .  D e t a c h e d  a nd  r e m o t e  f r o m  o t h e r  
s t a t e s ,  s e p a r a t e d  by a f o r e i g n  c o u n t r y ,A 1 a s k a  d e p e n d s  

d i s p r o p o r t i o n a t e l y  on o c e a n  t r a n s p o r t a t i o n  for its e c o n o m i c

^  Kl r  i ~CC, ~r - r  a . i  a ,  a t s /\



links with the rest of the nation. The Jones Act has long been a point 
of contention between Alaskans and other Americans — - it was one of the 

grievances that motivated Alaska's struggle against "colonialism" and 
the desire to become a State; 24 years after Statehood some Alaskans 

still regard the law as a symbol of their state's second-class membership 
in the American union.

Whatever transportation-cost penalty the Jones Act carries is imposed 

disproportionately on the Alaska economy. In general, the relatively 
small size of Alaska's economy makes it a "price-taker" in national and 
international markets. That is, both the prices of goods exported from 
Alaska and those of goods imported into the state tend to be set in 
larger markets outside its borders. Higher transportation costs are 
thus added to the cost of Alaska's imports, and subtracted from the 
market prices of her exports. Thus, the prices of most consumer goods 
in Anchorage are composed of a price determined in some outside market, 
plus the transportation cost from that market to Anchorage. This does 
not include local distribution markups.

Alaska's position as a price-taker means that its economy tends to 
suffer a double penalty from any adverse transport-cost differential.
In general, the state's exports to Lower 48 markets will have lower 
prices at their point of origin than would otherwise have been the case. 
The most obvious impact of this kind is on the state government's 
natural resource royalties and severence taxes, which are keyed to 
netback prices.

The biggest cost impacts of the Jones Act will be on crude oil, Alaska's 
chief export commodity. The estimated reduction in the value of Alaska 
crude resulting from the Jones Act is $225 million per year.

Alaska North Slope Crude must be shipped pursuant to Jones Act regu­
lations, which provide an exclusive monopoly to U.S. flag ships for all 
domestic intercity shipborne freight. The transportation of ANS crude 
accounts for more than half the business conducted by the Jones Act 
tanker fleet. It is contended that the majority of Jones Act tankers, 
however, are aging, inefficient, and uncompetitive with foreign flag 

vessels. The inefficiency stems from; very high labor costs; direct tax 
subsidies for construction and operating costs; indirect tax subsidies 
from wellhead-price manipulation by vertically integrated oil-and-tanker 
companies, allowing greater shipping costs to be offset against reduced 
wellhead netbacks.



Below is a comparison of transportation differentials between markets:

Valdez to Japan $0.50
Persian Gulf to Japan 1.00

$0.50

Valdez to Gulf Coast $4.00*
Persian Gulf to Gulf Coast 2.00

$2.00

*With Trans Panama Pipeline ($5.00 without)

As shown from these equations, there is an efficiency loss equaling 
$2.50 per barrel. Consumers everywhere lose because economic efficiency 
has been sacrificed resulting in higher delivered costs to both markets. 

While Valdez to Gulf Coast is just twice the distance from Valdez to 
Japan, transportation costs are 10 times as high. The bulk of this 
expense is directly attributable to Jones Act tanker costs, which do not 
compete with foreign-owned tankers in the U.S. trades.

SUMMARY OF FINDINGS ON THE JONES ACT FOR THE ALASKA STATEHOOD COMMISSION

The Alaska Statehood Commission prepared a report in January of 1982.

In this report was the commissions conclusions on the Jones Act. Listed 
below are some of those conclusions:

The costs of industry subsidies are not evenly distributed 
nationwide, but are borne by heavy users of Jones Act protected 
shipping.

Many Alaskans have called the Jones Act a gross form of 
discrimination against Alaska.

We (AK Statehood Commission) believe that if national security 

requires a protected merchant fleet, all the nation - not just the 
states heavily dependent on shipping - should support the cost.

Transportation is Alaska's lifeline, and Alaska's growth needs may 
be severely restricted by the Jones Act because of its 

inflexibility and the unwillingness of interests that benefit from 
the act to allow even small changes.

We find from our preliminary studies of the Jones Act... (that it) 
discriminates blatantly against Alaskans, helps drive up the cost 
of living here, and stifles economic development.



NOT JUST ALASKA

The Jones Act repeal is not just an Alaskan issue. Other states are 
adversely impacted as well. A recent article in the Seattle Post 
Intelligencer, (2-22-85) mentions that the Jones Act has failed in many 
respects:

The U.S. fleet has diminished over several decades from 1,300 to 
400 vessels. Commercial shipbuilding in the country has come to a 
virtual standstill.

There laws "keep Seattle from becoming a premier destination for cruise 
ships. Foreign-flag ships, unable to transport passengers between U.S. 
ports, dock instead in Vancouver, B.C., when cruising to and from 
Alaska." "A cruise ship exemption could inject millions of dollars into 
the locc.I economy from pasacnyC'" traffic through Seattle."

CONCLUSION

Tiie largest adverse effects of the Jones Act for Alaska are likely to be 
in the future , as transportation costs for crude oil and other minerals 
can be an important factor determining the economic feasibility of 
developing specific deposits.

* Information for this committee report was taken from:
More Perfect Union; A Final Report by the Alaska Statehood 
Commission. January 24, 1983

The Jones Act And Its Impact On The State Of Alaska; Volume I: 
Executive Summary and Volume II: Final Report. July, 1982. 
Alaska's Economy and The Merchant Marine Act of 1920; 
September, 1982.

The Alaska Oil Export B a n ; A briefing paper by the Legislative 
Budget and Audit Committee, April 23, 1983.
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Requestor:__________________
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EXPENDITURES/REVENUES: (Thousands of Dollars)

1 | FY 88 I FV 89 FY 50 | FY SI FY 92 | FY 93
OPERATING T

1 p e r s o n a l  SERVICES j - 1 - 1 - I I _ 1 -

I TRAVEL 1 - 1 - 1 - ! j - 1 -

I CONTRACTUAL I - 1 - 1 - 1 I - 1 -

1 SUPPLIES I - 1 1 - i 1 - 1 -

I EQUIPMENT | - 1 - 1 - 1 | - 1 -

I LANDS & STRUCTURES | - 1 - 1 - ! j - I -

I GRANTS, CLAIMS | - 1 - ! - 1 i - 1 -

I MISCELLANEOUS | • 1 mm 1 - ! j 1 -
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I REVENUE | $35 to $1UU mil lion
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I FEDERAL FUNDS | - 1 - 1 - 1 - 1 - I " -
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I TOTAL I aa 1 - 1 - 1 - 1 - 1
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I FULL-TIME I - 1 - 1 - 1 - 1 - 1 -

I PART-TIME I - 1 - 1 - 1 - 1 _ 1
I TEMPORARY | - 1 - 1 - 1 - 1 - 1 -

ANALYSIS: (Attach a separate page if necessary)

The above numbers reflect the savings In transportation costs and thus the gain to the 
state.
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M E M O R A N D U M  S t a t e  o f  A l a s k a
Department of Transportation & Public Facilities

T0: The honorable Jack Coghill 

Senator

Alaska State Legislature FILE NO:

DATE: March 2, 1987

TELEPHONE NO: 465-3900

FROM: Mark S. Hickey SUBJECT: S J R

Deputy Ccsrroissioner 

Operations

T he A laska Department of Transportaiton a nd Public Facilities (ADOT&FF) has 

reviewed S JR 11 and is in general agreement w i t h  it. The thrust of the 

resolution to allow the use of foreign built vessels in domestic maritime 

trade -  provided they satisfy the same standards of design, construction, 
ownership and crewing as US building vessels - is in line with the 

recommendations in the 1986 Jones A c t  Report to the Legislature. Inasmuch 

as ADOT&PF was the lead agency in developing that report, we have no p r o blem 
in supporting the resolution.

Last yea r  U. S. Senator Stevens introduced S 1935 w h i c h  would have 

accomplished the purpose of y o u r  resolution for tourships which serve 

Alaska, allowing them to operate f r o m  Seattle r ather than Vancouver, B.C. 

Unfortunately, the bill died in committee last y e a r  and no subsequent 
measure has yet been introduced into the p r e sent Congress.

Do \ / p f  Po s it io n  ^ T A T £ m e . n t  a n d  s u p p o r t  l e t t e r
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B A C K G R O U N D

The purpose o f  th e  study is to  provide "an ex p er t and o b jec tiv e  analysis o f  
th e  econom ic e f f e c t s  o f  th e  M erchant M arine A c t o f  1920 (The Jones A ct) on 
th e  econom y o f  Alaska," considering:

• The c o s ts  which th e  A ct adds t o  th e  u lt im a te  p rice  o f
im portant c la sses  o f  fre igh t com in g  to  and lea v in g  Alaska;

• The e f f e c t  o f  th e  A ct on th e  co s t and stan d ard  o f liv in g  in
Alaska;

• The e f f e c t  th e  A ct has upon fu rth er d ev e lo p m en t and
expansion o f  sh ipping-dependent ind u stries;

• The com position  o f  th e  U .S .-f la g  J o n es A c t f le e t ;

• The e f f e c t s  higher shipping c o s ts  h ave on s ta t e  revenues;

• O ther im portant e f f e c t s  th e  A ct m ay h a v e  upon A laska's
econom y, reso u rces, and fu ture d ev e lo p m en t.

The Jones A ct

The term  "Jones Act" re fer s  to  S ection  27 o f  th e  M erchant M arine A ct o f  
1920, which s ta te s :

N o m erchandise sh a ll be transported  by w a te r , or by land and
w ater .....b e tw e e n  p o in ts in the U .S  e ith er  d ir ec tly  or via a
foreign  port or for any part o f th e  tra n sp o rta tio n , in any other  
v esse l than a v esse l built in and d ocu m en ted  under th e  la w s of 
th e  U.S. and owned by persons who a re  c it iz e n s  o f  th e  U .S ......

B ecause S ectio n  27 r e s tr ic ts  U .S . d o m estic  w aterb orn e trade to  v esse ls  o f  
U.S. con stru ction , U .S. reg istra tio n , and U .S. ow nersh ip , th e  Jon es A ct has com e  
to  be referred  to  as th e  U.S. ca b o ta g e  law . C ab otage  re fe r s  to  th e  reservation  
o f  a n ation 's d o m estic  cargo to  ships o f  th at n a tio n 's  f l e e t .  It could be described  
as a form o f p rotection ism  applied  to  tran sp orta tion  se r v ic e s . In fa c t, xhe
purpose o f th e M erchant M arine A ct o f  1920 is  s ta te d  c le a r ly  in th e  pream ble
o f  th e  Act:

That it is  n ecessary  for th e  national d e fe n se  and for the proper 
grow th o f  i t s  foreign  and d o m estic  c o m m er ce  th a t th e U nited  
S ta te s  shall have a m erchant m arine o f  th e  b est equipped and 
m ost su ita b le  ty p es o f  v e sse ls  su ff ic ie n t  to  carry  th e  grea ter  
portion o f  its  com m erce  and serv e  a s a naval or m ilitary  
auxiliary in t im e  o f  war or national e m erg e n c y , u lt im a te ly  to  
be owned and op erated  p riva te ly  by c it iz e n s  o f th e  U nited  
S ta te s ... .



F actors L eading Up to  P assage o f th e  A ct

To understand why th e  M erchant M arine A ct o f  1920 was en a cted , it is 
first n ecessary  to  re v ie w  th e  U .S. ex p er ien ce  in World War I.

A t th e  beginning o f  World War I in 1 914 , th e  B ritish  m aintained the w orld's 
la rg est m erchant f le e t  w ith  o v er  8,500 v e sse ls . T he rem aining p rotagon ists, 
to g e th er  w ith  B rita in , a cco u n ted  for over 14 ,000  v e s se ls  or nearly  60 percen t o f  
th e  world f le e t  and over  65 p ercen t o f  th e  w orld 's ton n age.

A s th e  w arring n ation s re ca lled  th eir  m erchant f le e t s  to  m ilitary  ser v ic e  
or lo s t  them  in a c tio n  on  th e  high se a s , th e  U .S. began to  exp er ien ce a crippling  
sc a r c ity  o f  v e sse ls  for i t s  on -go in g  co m m erce . C o m m o d ities and goods w ere le f t  
l ite r a lly  ro ttin g  on th e  p iers. A m ajor sh ipbuild ing program to  provide the  
cou n try  w ith  th e sh ips n ece ssa ry  to  carry m en and m a ter ia ls  to  Europe for an 
ex ten d ed  war was undertaken . H ow ever, only a fe w  v e sse ls  w ere delivered  
b efo re  th e  a rm ist ic e  ending World War I w as d eclared  in N ovem ber o f  1918.

T he ex p er ie n c e  o f  World War I in d icated  to  U .S. law m akers th e dangers o f  
re ly in g  on fo r e ig n -fla g  f le e t s .  In th e  sum m er o f  1919, the S en ate C om m erce  
C o m m ittee  ch aired  by W esley L. J o n es, R epublican  from  th e  S ta te  o f  W ashington  
(1909 to  1932), began  w orking on a rev ision  o f th e nationa l m aritim e law s. 
Under Jones' d irectio n  th e  M erchant Marine A ct o f 1920 was passed  into law .

EXCEPTIONS TO THE ACT

A v a r ie ty  o f  c irc u m sta n ces  and con d ition s have resu lted  in d iffer in g  
ex c ep tio n s  to  th e J o n es  A c t fo r  so m e te rr ito r ie s  and s ta te s .  The third and 
fourth  proviso ex cep tio n s  to  S ec tio n  27 o f  th e  M erchant M arine A ct o f  1920 are 
ex a m p les  o f  ex c ep tio n s  th a t apply to  A laska. For p ra c tic a l purposes, th e third  
proviso a llow s th e  u se  o f  fo re ig n  ow ned , re g is tere d , and built sh ips for carrying  
ca rg o es  b etw een  A laska and th e  lo w er 48 s ta te s  v ia  Canadian ports so  long as 
ra il m ovem en t is invo lved , w h ile  th e  fourth  proviso ap p lies to  m ovem en ts on th e  
Yukon R iver.

T here are o th er e x c ep tio n s . For in sta n ce , trad e  w ith th e  U .S. island  
p ossession s o f  G uam , T utuila  (A m erican  Sam oa), W ake, M idway and K ingm an  
R e e f  m ay be carried  on fo re ig n  built U .S .-f ia g  v e sse ls .

O f d irect in te r e s t  to  A laska are th e  con d ition s th a t govern trade to  th e  
Virgin Islands. For h is to r ica l reason s, th e  Virgin Islands are exem p t from  th e  
J o n es A c t. A s a r e su lt , A laskan crude o il can  b e  sh ipped out o f  A laska on  
fo r e ig n -fla g  v e sse ls  to  a re fin ery  in th e Virgin Islands. The product can then be 
shipped fo re ig n -fla g  to  th e U .S. m ainland. D ata  com p iled  by th e  M aritim e  
A dm in istration  in d ica te  th a t th is  rou te  accou n ts for about 5 p ercen t to  15 
p ercen t o f  A laskan o il sh ip m ents.

THE JONES ACT FLEET

The Jones A ct f le e t  co n s is ts  o f th o se  v e sse ls  e lig ib le  to engage in th e  
co a stw ise  trade. G en era lly , that includes any v e sse ls  built in th e  U .S., under



U.S. ow nership, reg is tere d  under the law s o f  th e  U .S ., and not re s tr ic ted  b ecau se  
o f subsidy sta tu s. V essels th at have r e ce iv ed  C on stru ction  D iffere n tia l Subsidy  
(CDS) or are rece iv in g  O perating D iffe r e n tia l Subsidy (ODS) from th e  M aritim e  
A d m in istration  can n ot serv e  th e  ca b o ta g e  or c o a s tw ise  trad e w ithout sp ec ia l  
w aivers.

C urrently , th e  Jor.es A c t f le e t  a cco u n ts  for 60.7  p ercen t o f  U .S .-fla g  
ton n age. M ost o f  th e se  v e sse ls  are tankers; in th a t ca teg o ry , 8 6 .8  p ercen t o f  
a ll v e sse ls  are e lig ib le  fo r  co a stw ise  trading. D a ta  appear in T able 1.

T he A laska trad e f le e t  o f  s i x ! /  dry ca rg o  fre ig h ters  and 8 8  tankers  
c o n stitu te s  28.8 p ercen t o f  th e  Jones A ct f le e t  and 16 p ercen t o f th e  a c t iv e  
U .S .-f la g  p riva tely  ow ned f le e t .

A laska trade fre ig h ters  c o n s titu te  only 8 .6  p ercen t o f  th e  to ta l Jon es A ct  
e lig ib le  freigh ters. The con ta in ersh ip s are sm a ller  than th o se  g en era lly  found in 
th e  Jon es A ct f le e t  and th e  R o /R o  ships are larger. A m ong tan k e1 th e  A laska  
trad e  f le e t  is  m ade up o f  34.4  p ercen t o f th e  to ta l Jon es A ct f k  .t , but has 54 
p ercen t o f  th e  carrying c a p a c ity . T his is b eca u se  tan k ers in A laska se r v ic e  are  
la rg er  than th e  f le e t  a verage . D ata  appear in T ab le 2.

ALASKA W ATERBORNE TRA DE

A lask a's w aterborne co m m erce  is  dom inated  by crude o il sh ip m ents from  
V aldez which accou n ted  for 89.5 p ercen t o f A lask a 's to ta l port a c t iv ity  in 1979. 
When crude o il sh ip m ents are su b tra cted  from  th e  to ta l, rem ain ing  w aterborne  
co m m erce  is 34.5 p ercen t foreign  im ports and exp orts, 47 .5  p ercen t co a stw ise  
r e c e ip ts  and sh ip m ents, and 18 p ercen t in tern al r e c e ip ts  and sh ip m ents. D ata  
illu stra tin g  th e  re la tionsh ip  o f  to ta l  foreign , c o a s tw ise , and in tern al m ovem en t 
o f  th e  to p  ten  A laska ports is  shown in Figure 1. E xcluding crude oil sh ip m ents, 
th e  a c t iv ity  o f th e  top  ten  A laska ports in c lu d es ap proxim ately  60 p ercen t o f  th e  
s ta te 's  to ta l w aterborne co m m erce .

C o a stw ise  dry cargo  sh ip m en ts out o f  A laska m ove prim arily  to  th e P a c ific  
N orth w est (S ea ttle  and T acom a). O f th e  to ta l,  51.2 p ercen t m ove to  th e P a c if ic  
N o rth w est, C aliforn ia  r e c e iv e s  15 .9  p ercen t, and in tern al sh ip m ents w ith in  
A laska accou n t for th e  rem ain ing  32.9  p ercen t.

Tanker m ovem en ts from  A laska are d estin ed  prim arily  for re fin er ies  in 
C aliforn ia . Panam a, th e  P a c if ic  N orth w est, and H aw aii a lso  r e c e iv e  varying  
am ounts o f  A laska crude, based  on th e  1979 data .

C o a stw ise  dry cargo  sh ip m en ts to  A laska o r ig in a te  to  a large d eg ree  in th e  
P a c ific  N orth w est (77.3 percc-m ). A very  high proportion o f  th e  cargo  m oving  
to  and from  A laska's sm a ller  porti' is  transshipped v ia  the major ports.

Includes Sea-Land and TOTE; ex c lu d es barge ser v ic e s .



T A B L E  1

PROPORTION OF JONES ACT VESSELS 
TO TOTAL U .S .-F L A G  VESSELS

Num ber o f  V esse ls  q w t  (0 0 0 )

Jon es A ct T ota l % Jon es A ct T ota l

A . DR Y  CARGO 70 280 25.0 1 ,119 .0 5 ,123 .7

B. TANKERS 256 295 8 6 .8 11,950 .3 16 ,409 .2

C. TOTAL 326 575 .. 56.7 13 ,069 .3 21,532 .9

TABLE 2

U .S.-FLA G  PRIVATELY-OW NED, SELF-PRO PELLED VESSELS 
OF 1,000 GROSS TONS OR MORE 

January 1 , 1982

96
Serving; T o ta l Serving  Serving  T ota l 
A laska J o n es" A ct A laska A laska Jon es A ct

A. FREIGHTERS 6 70 8 .6 64.7 1 ,119 .0

B. TANKERS 88 256 34.4 6 ,513 .8 11 ,950 .3

C. TO TAL JONES ACT 94 326 28.8 6 .578 .5 13 ,069.3
FLEET — 1 -------

1 /  P r iva te ly -ow n ed , se lf-p ro p e lled  v e s s e ls  o f 1 ,000 gross to n s or m ore -  
January 1 , 1982

Source: U .S. M aritim e A dm in istration

%

2 1 .8

72.8

60.7

%
Serving
A laska

5.8

54.5

50.3



FIGURE 1

CARGO ACTIVITY O F CO RPS OF ENGINEERS TOP 10 ALASKA PORTS

(EXCLUDING CRU D E OIL AT VALDEZ)

BASED ON TONS O F CARGO SHIPPED A N D  RECEIVED
1979

F oreign  

Import and Export C argoes

v 34.5%

C argoes M oving in \  

C o a stw ise  Trade t o  O ther 

U .S . S ta te s  and T err itor ies  

47.5%
C argoes M oving 

In ternally  W ithin 

The S ta te  o f  A laska  

18% /
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Tanker cargo  b ein g  re c e iv e d  in A laska, co n sistin g  o f  p etro leum  products  
for consum ption in th e  s ta te ,  f lo w s a lm ost e x c lu s iv e ly  from  C aliforn ia; a high  
p ercen tage  is red istr ib u ted  from  larger to  sm a ller  A lask a  p orts.

A nchorage is  th e  prim ary r e c e iv in g  port for con su m er prod ucts, building  
m a ter ia ls , and fo o d . W hittier a lso  ser v es  th e  A n ch orage  m ark et w ith  th e  sam e  
c a teg o r ie s  o f  cargo . M ost o f  th e  high vo lum e c a r g o es  (c o m m rJ 't ie s  reg ister in g  
annual volum es o f  10 ,000  to n s or m ore) m oving in to  A laskan  ir ts  o th er  than  
A nchorage and W h ittier, co n sist o f  petroleum  prod ucts.

ALASKAN SHIPPING COSTS

The Im pact o f  C o sts  on R a te s
• •

The co s t o f  sh ipping in th e  A laska trad e, and th e  c o s t  prem ium  caused  by 
the Jones A ct, w ere e s t im a te d  by com paring th e  c o s t  o f  p resen t v e sse l s e r v ic e s  
w ith  the probable c o s t  o f th o se  se r v ic e s  w ere th e y  o p era ted  w ith  fo r e ig n -fla g  
ships. Although it  is  tru e  th a t th e  observed  im p a ct on  cu sto m e rs  is con veyed  
through shipping r a te s , not underlying sh ipping c o s t s ,  and th a t co m p etitio n  and 
value o f  ser v ic e , or "w hat th e  tr a f f ic  w ill bear," e sta b lish  fr e ig h t ra tes  for each  
com m odity  in th e  sh ort run, c o s ts  s e t  th e  l im its  for fre ig h t ra tes  in th e  long  
term . In oth er w ords, although  c o s t  and ra te  m ay n ot be th e  sa m e or even  
sim ilar for any g iv en  co m m o d ity  a t any g iven  t im e , in th e  lo n g  run (and/or over  
a m ixture o f  co m m o d itie s  carried  in the sam e se r v ic e ) , r a te s  are , in fa c t ,  co st  
d eterm in ed . H en ce , th e  co st-b a se d  m ethod  is a  valid  approach lo r  d eterm in in g  
th e r e la tiv e  im p act o f  d iffer in g  gov ern m en ta l p o lic ie s  w hich  a f f e c t  th e  long  
term  ch aracter  o f  a  sh ipp ing m arket.

Shipping C osts
•  •

O cean  shipping c o s t s  can  g en era lly  be d iv id ed  in to  th e  fo llo w in g  ca teg o ries:  

C ap ita l
M anning and S u b sisten ce  
F u el
M ain ten an ce and R epair (M&R)
Supplies and Equipm ent 
Insurance  
C argo H andling  
O ther P ort C osts
A g en cy , b rok erage, and C om m ission  
W aterw ay T o lls  and P ilo t F ees  
C orporate O verhead

T here are ex cep tio n s , h ow ever. For ex a m p le , tan k er m o v em en ts  seldom  invo lve  
m eaningful cargo handling c o s ts ,  b eca u se  th is fu n ctio n  is provided by shipboard  
pumps, th e  co st o f  w hich  is a lready part o f  o th er c o s t  c a te g o r ie s . O ther ty p es  
o f  shipping have oth er c o s ts —e .g . ,  co n ta in er  ow nersh ip  in th e  c a s e  o f  con tain er  
sy stem s.



*

U .S .-fla g  C ost D isad vantages

Am ong th e  ca te g o r ie s  lis te d , not a ll are areas in which there- are cost  
d iffer en ces  b etw een  U .S .-  and fo r e ig n -fla g  v esse ls . The major areas in which  
U .S .-fla g  v e sse ls  are a t a d isad van tage are:

• Crew w ages — G en era lly , U .S. m anning c o s ts  are h igher, due 
in part to  h igher ra tes  o f  com p en sation  and in many ca se s ,  
higher m anning le v e ls .

• Insurance — Insurance is  usually  higher because o f  higher U.S. 
v esse l repair c o s ts  and ty p ica lly  higher le v e ls  o f m ed ica l care, 
workm en's co m p en sa tio n , e tc .

• V essel acq u isition  — V essel acq u isition  c o s ts  are higher b ecau se  
of higher U .S. co n stru ctio n  c o s ts . In addition , d e liv ery  
sch ed u les in th e  U .S . are said to  be much slow er, introducing  
a co st o f  d elay . T he requ irem en t for U.S. subsid ized  operators  
to  purchase U .S .-b u ilt v e sse ls  has been tem porarily  w aived , 
allow ing U .S .-f la g  carriers to  buy v e sse ls  o v ersea s a t ch eap er  
p rices. This d oes not apply in th e  d o m estic  trad es, how ever.

• V essel M aintenance and R epair — V essel MdcR is h igher due to  
th e  n e c e ss ity  lor m aking repairs in th e  U .S.

■ O verhead — O verhead is  so m etim es  h igher due to  higher
gen era l le v e ls  o f  sa la ry  for U.S. headquarters o f f ic e  s ta f f s ,  to  
th e  ex tra  s t a f f  required  for governm en t com p lian ce a c t iv ity ,  
and th e  fa c t th a t foreign  lines use a g en ts  in the U .S.

• Fuel C o sts  — In m ost ca se s  U .S. fu el c o s ts  are higher b ecau se  
steam  turbine v e sse ls  are em ployed  w hich have higher fu e l 
consum ption ra tes  than  fo r e ig n -fla g  v e sse ls  that trad ition a lly  
use slow  sp eed  d ie se l engines.

U .S .- vs. F o re ig n -fla g  Shipping C om parisons

T he SH&E R equired F reigh t R a te  m odel was used to  ca lcu la te  c o s ts  o f  U.S. 
and h yp oth etica l fo r e ig n -fla g  v e sse ls  in a rep resen ta tiv e  sam p le o f  Alaskan  

. t se r v ic e , focusing on co st d if fe r e n c e s  in th e  c a teg o r ie s  s e t  out above. Summary
resu lts  from four runs appear in T ables 3 -6 , as fo llow s:

T able 3 -  C ontainer vesse l: S ea ttle -A n ch o ra g e
T able 4 -  R oll on /R o ll o f f  v esse l; T acom a-A nchorage
Table 5 -  C rude Oil Tanker; V aldez-L os A ngeles
Table 6 -  P etro leu m  Products Tanker; C aliforn ia

to  various A laskan ports.

(



T A B L E  3

SUMMARY OF U.S.- AND FOREIGN-FLAG COSTS 
FOR CONTAINERSHIP -OPERATIONS 

ANCHORAGEySEATTLE

U.S.-FLAG

e a r  c o s t
n s  prn

SXPSPSZ CATTOOPT rawer iVJ

MAUI I  PC APB SUBSISTTXCT
rvzL
H*P
supplies apo tuvmaxr 
IPSUPAPCt

. .  70,I37.1*» 
•3 ,u a .su  
10,315.71 

1,113.16 
1,**15.71

75.95
61.32
11.06

1.37
9.12

CAPITAL COSTS 30.IS7.lfe 33.11

STTVtVOPIPC COSTS 
TZ1WIMAL COSTS 
KPT COSTS
t/AWVAT TOILS APO PILOT KSS

•7,750.00 
3fel,100.00 
•0,000.00 

0.00

51.35
3(0.00
(1.52
0.00

c o m m it costs 
rosm opiK  costs
TttXP TBAPSPOPTATIOP COSTS

76,371.*3 
113,000.00 

0.00
•3.12

153.76
0.00

ACZTKT.  PPOPtPACt, APO COWISSIOP 
COPKJUTZ OVZPHIAO

11,(00.00
1I5.3SS.13 3 

3
 

• 
• 

M 
O

o 
o

TOTAL 5(1,771.(6 1.055.(7

FOREIGN-FLAG

VTKPSS CAT ICO PT
COST
PSP

rower

COST
PtP
TW

mPPIPO APO SVPS1STTPCZ
rvtt
tt*p
SUmiTS APO gQVIPXTPT 
IPSVPABCT

11,010.00 • 
15,215.96 
9,000.00 
1,112.16 
1,937.11

11.13
11.(7

9.61
1.27
5.31

CAPITAL COSTS 15,121.57 16.59

STTVTDOKIPG COSTS 
TTBMBAL COSTS 
KPT COSTS
VATZPVAT TOLLS APO PILOT PStS

•7,750.00
311.100.00
•0,000.00

0.00

H.3S
360.no
61.5?
0.00

COPTAIPtP COSTS 
rOSITIOPTPG COSTS 
m a p  TPAMSKPTATIOP COSTS

76,371.13
113,000.00

0.00
•2.1?

153.76
0.00

ACTPCT, OPCXIBACt, APO COKSSICP 
COPPOPATX OVtXiUD

11,(00.00
106.337.31

30.00
111.31

TOTAL IM ,(51.31 911.(9



T A B L E  4

SUMMARY OF U.S.- AND FOREIGN-FLAG COSTS 
FOR RO/RO SHIP OPERATIONS 

ANCHORAGE/SEATTLE

U.S.-FLAG

COST COST
EXPENSE CAT ECO RI PERVOTACE PERTEU

HANNING AND SUBSISTENCEm iH*RSUPPLIKS AND EQUIPMENT INSURANCE

51,9̂ 0.00 
* #0,303.27 

5,000.00 
900.00 

11,600.00

19.50
72.35
1.50
0.81

10.15
CAPITAL COSTS 72,000.00 61.86
STZVEDORINC COSTS TERMINAL COSTS PORT COSTSVATERVAI TOLLS AND PILOT PEES

76,500.00
2SB.600.00
11,000.00

0.00

68.92
260.00
39.61
0.00

CONTAINER COSTS POSITIONING COSTS PEICER TRANSPORTATION COSTS
36,382.50

176,000.00
0.00

32.78
158.56

0.00
AGENCI. BROKERAGE. AND COMMISSION CORPORATE OVERHEAD 21,200.00

153.601.55
21.80

138̂ 38
TOTAL 1,021,030.32 922.55

FOREIGN-FLAG

EXPENSE CATE OORT______
COST PER 

_WUCE__
COST PER TEU__

HANNING AND SUBSISTENCE FUEL
SUPPLIES AND EQUIPMENT INSURANCE

31,920.00
57,906.61
1,000.00

900.00
6,210.00

21.76
52.17
3.60
0.81
5.62

CAPITAL COSTS 36,000.00 32.13
STEVEDORING COSTS TERMINAL COSTS PORT COSTSVATERNAT TOLLS AND PILOT PEES

76,500.00
211,600.00
11,000.00

0.00

68.92
760.00
39.61
0.00

CONTAINER COSTS POSITIONING COSTS PEEOCR TRANSPORTATION COSTS
36,317.50

176,000.00
0.00

37.78
151.56

C.00
AGTNCI, BROKE RACE. AND OOmiSSIOH CORPORATE OVERHEAD 21,700.00

I£hHSii5
71 80 

J6.15
TOTAL 619,373.98 801.21



T A B L E  5

SUMMARY OF U.S.- AND FOREIGN-FLAG COSTS 
FOR VLCC OPERATIONS 
VALDEZ/LOS ANGELES

U.S.-FLAG

COST COSTKR KR
exkmse CATECORT YOTICT toit

CAPITAL COSTS 22k,518,7k 1.17HAMRHG AMD SUBSISTEHCX IS.550.71 0.72
pvel 227,050.51 1.89*•* ll.22S.kM 0.09supplies AMD XQUIPHEMT 3.7M3.1S 0.03IMSVRAMCE 23,556.13 0.20CAKO HAM DUX 0.00 0.00OTHER POKT COSTS IkO.OOO.OO 1.17ACEMCI. BROKERAGE, AMD CCHMISSIOR 0.00 ' 0.03UATTPVAT TOLLS AMD PILOT TEES 0.00 0.00CORPORATE OVERHEAD 0.00 0.00

TOTAL 717,555.08 5.58

FOREIGN-FLAG

tXPEMSZ CATZCORT
COSTKRVOTACE

CCSTKRTOM

CAPITAL COSTS 112.25k.37 0.5k
PAMMIMC AMD SUBS2STTMCZ kt,71k.M6 0.35
run 227,090.51 1.85
»R 7-.kH.J5 0.06
SUPPLIES AMD toumtn 3.7M3.1S 0.03IMSVRAMCT 13,52k.50 0.12CARGO RAHDUMG 0.00 0.00OTHER PORT COSTS IkO.OOO.OO 1.17ACEMa. MROKERACE. AMD COHRISSIOM 0.00 0.00
VATERVAT TOLLS AMD PILOT KZS 0.00 0.00
corporate overhead 0.00 0.00

TOTAL 351.253.68 k.S5



TABLE 6

SUMMARY OF U.S.- AND FOREIGN-FLAG COSTS 
FOR PRODUCT TANKER OPERATIONS 

LOS ANGELES/ANCHORAGE

U.S.-FLAG

ZXPTXSr CATECORT
COST
PCSV01ACE

COST
per
TOP

CAPITAL COSTSHAPNIMC APD SURSISTEPCE
PVTl
/¥+ H
SUPPLIES APD SO IIP KEPT IPSURAPCE CARCO HAPDUPG OTPS* POST COSTSACSPCT, BROKERAGE, APD COMHISSIOP VATERUAT TOLLS APD PILOT FEES CORPORATE OVERHEAD

TOTAL

10?,585.71 
131,766.57 
IS",133.33 

••,$1*6.03 
11,365.08 
22,730.16 

0.00 
21,600.00 

0.00 
0.00 
0.00

*>••1,626.58

2.5?
3.75
k.k2
0.13
0.37
0.65
0.00
0.62
0.00
0.00

_ 0.00

12.82

FOREIGN-FLAG

ETPCPSE CATECORT
COSTPER

VOUCZ
COST
PER
TOP

CAPITAL COSTSHAP PI PC APD SUBSISTEPCErunH*R
SUPPLIES APD B)UIPf£PT IPSURAPCE CARGO HAPDUPG OTHER PORT COSTSACEPC7, RROKERACE, APD COP"ISSIOP VATEPVA1 TOLLS APD PILOT PEES CORPORATE OVERHEAD

TOTAL

51.lk2.86 l.»6
66,876.67 1.91
58,250.00 2.81
3,577.78 0.11

11,365.08 0.37
13,575.05 O.kO

0.00 0.00
12,000.00 0.3k

0.00 0.00
0.00 0.00
0.00 0.00

257,Ski.*3 7.36
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T h ese sum m ary runs in d ica te  that th e  r e la t iv e  im p act o f  th e  Jon es A ct on 
A laskan co m m erce  v a ries  w ith  s p e c if ic  c ircu m sta n ces . For exam p le, in liner  
t r a d e s ! /  (rep resen ted  by con ta in er  and R o /R o  v esse ls )  a s ig n ifica n t part o f  th e  
to ta l  co s t r e la te s  to  co n ta in ers , ca rg o  handling, and oth er ca rg o -re la ted  
fu n ction s. T h ese  are not a f fe c te d  by th e  J o n es A c t. H en ce , th e  r e la tiv e  co st  
d if fe r e n c e  b e tw e en  U .S .- and fo r e ig n -fla g  v e sse l s e r v ic e  is  le s s  than , say , th e  
tan k er tra d es, w h ere Jon es A c t -a f f e c t e d  c o s t  c a te g o r ie s  m ake up a  m uch larger  
sh are o f  th e  to ta l  c o s t .

THE IM PACT O F SHIPPING COSTS DU E TO THE JONES ACT

Open Q uestions About th e  Jon es A ct

T here are a  num ber o f  unansw ered q u estio n s re la tin g  to  changing or 
elim in a tin g  th e J on es A c t. T hey include:

• Is it  p refera b le  to  rem ove a ll p rovisions o f  th e  A ct or a 
• s e le c te d  su b set?

• What is  th e  lik e ly  resp on se by fo re ig n  sh ipping in tere sts  to  a 
re la x a tio n  o f  th e  co a s tw ise  law s?  On w hat term s would  
fo re ig n  ow n ers and o p erators be in tere sted  in providing  
ser v ic e?

• What im m igration  problem s, i f  any, would resu lt from em ploy­
ing fo re ig n  seam en  in th e  A laska c o a s tw ise  trade?

•  If fo r e ig n -f la g  o p eration s can be- in trod uced  at g rea t savings, 
whs', has im peded  fo r e ig n -f la g  v e s s e ls  from  being used m ore  
e x te n s iv e ly  to  carry co a s tw ise  c a r g o es  v ia  Canadian ports?

• What w ill be th e  U .S . labor re a c tio n  to  th e  in troduction  o f  
foreign  sh ip s and foreign  crew s and what secondary e f fe c t  
m ight th is  have on A laska?

T he Im pact o f  T he A ct on Liner S erv ice s

T he to ta l U .S .- f la g  prem ium  co s t for lin er  se r v ic e s  in th e Alaskan trade  
( i .e . ,  s e r v ic e s  w hich  transport p ack age ca rg o  su ch  a s  consum er goods, au to­
m o b iles , m ach in ery , e tc .)  is about $41 m illion  per y ea r , as fo llow s:

■ Contsinsr Ro/Ro Tue B»r?es
Cost per trip -  U.3.-fl«ff $981,774 (1,024,030 5195.217
Cost p*r trip -  fcr*ijn-n«c 850,851 189.373 151.023
Ntt 5131J16 5134.957 537,118

Voyijss p*r y*ar X 155 X 100 X 200

I 570.322.910 513.465,700 57.437.600

GRAND TOTAL S4].:26.;?P

1/ "Liner trades" re fers  to  a ll o cea n  fre ig h ter  s e r v ic e s  which handle packaged  
and p iece  good s, in co n tra st to  "bulk trades" which handle petroleum , grain , 
o re , and oth er bulk co m m o d itie s .

-1  <>-
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The' c o s t  p en a lty  applies to  co m m o d itie s  as a group. How it  m ay be  
distribu ted  to  any sp e c if ic  com m od ity  or group o f  co m m o d itie s  is uncertain; if  
any on e item  is  judged to  pay le s s  prem ium , then  som eth in g  e lse  m ust 
a u to m a tica lly  be said  to  pay m ore, and th e  n e t resu lt to  th e  peop le o f  A laska  
is e s se n tia lly  th e  sam e.

W ith regard to  th e  r e la t iv e  im p act o f  th e  A ct on inbound versus outbound  
co m m o d itie s , th e  an a lysis in d ica tes  it  is  northbound lin er  com m od ities  w hich are  
m ost l ik e ly  absorbing th e  c o s t  prem ium , m ean in g  th e  d irec t (or in itia l) im pact 
o f  th e  J o n es  A c t is  fa llin g  m ore h eav ily  on A laskan r e c e iv e r s  and consum ers  
rather than  on A laskan b usin esses shipping th e ir  products southbound.

T he Im pact o f  th e  A ct on th e  Crude Oil Trades

W ith regard to  crude o il, th e  RFR a n a ly se s  in d ica ted  th e d iffer en tia l 
b etw een  U .S .-  and fo r e ig n -fla g  tan k er op eration s in th e  V aldez to  Los A n geles  
se r v ic e  is  $1 .39 per long  ton . For sh ip m ents from  V aldez, transshipped a t  th e  
Panam a Canal and sen t onward to  th e  U .S. G ulf C o a st, th e  d ifferen tia l would be 
$ 5 .6 7 .

A ssum ing an average  annual U .S .-f la g  sh ip m ent ra te  o f  80 m illion  ton s per 
year , w ith  tw o-th ird s m oving to  C aliforn ia  and on e-th ird  to  the G ulf C oast via  
Panam a, th e  annual co s t p en alty  u lt im a te ly  b ein g  .borne by A laska through the  
netb ack  m echanism  is $225 m illion . C lea r ly , th e  Jones A c t's  major im p act on 
Alaska is in th e  sp here o f  crude o il sh ipm ents.

MAJOR CONCLUSIONS

T he Jon es A ct and A laska's Liner S erv ice

• C om m erce o f  th e  S ta te  o f  A laska m oving in liner ser v ic e s , m ostly  
consum er goods and business su p p lies, is absorbing an a g g reg a te  
annual co st o f  ap prox im ately  $41 m illion  b eca u se  o f the re str ic tio n s  
im posed by th e M erchant M arine A ct o f  1920.

• Due to  th e  inherent d irectio n a l im b alan ce o f  A laska ca rg o es, th e  
in c id en ce  o f  h igher c o s t s  and ra te s  is  having th e  g re a te s t  im pact on 
northbound ca rg o es.

• In th e h igh -vo lu m e A n ch o ra g e -P a c ific  N orthw est trade, th e s ta te  m ay 
have a p o ten tia l for reducing ra te s  by stim u la tin g  backhaul cargoes. 
The ex tra  co st o f  transp ortation  for such  ca rg o es would be low .

•  In modern co n ta in er ized -ty p e  op eration s, th e bulk o f the co sts  ure 
not fla g  re la ted . C on seq uently , th e  sco p e  for co st and ra te  
redu ction s as a resu lt o f  in troduction  o f  fo re ig n -fla g  ser v ic e s  is not 
as great p rop ortion ately  a s in o th er  se c to r s  o f  th e  m erchant m arine.

-13-



The Jon es A ct and A laska's Crude O il T ransD ortation  S erv ice

• A lask a 's n et return from  its  o il sa le s  is b e in g  reduced  due to  the  
ad dition a l c o s ts  im posed by th e  Jon es A c t, w hich , based  on current 
co n d itio n s, are ap proxim ately  $225 m illion  per year.

Current U se  o f  E xem ptions from th e  A ct

•  T he S ta te  o f  A laska has so m e r e l ie f  a v a ila b le  from th e  M erchant
M arine A c t o f  1920 . T his r e l ie f  is  cu rren tly  not being ex p lo ited . 
N on -u se o f  th is  looph ole d o es in d ica te  th a t th e  co s t sav ings  
u lt im a te ly  a v a ila b le  from use o f  fo r e ig n -f la g  v e sse ls  m ay not be as 
grea t as has so m e tim es  been supposed .

C hanges in U .S . M aritim e P o licy

• In v iew  o f  th e  A d m in istration 's apparent p osition  to  uphold th e  Jones
A c t, e f fo r ts  to  have it rescin d ed  in to to  w ill be d if f ic u lt  in th e  
im m ed ia te  fu ture.

• G iven  th e  r e c e n t l if t in g  o f  proh ib ition s on o v ersea s-b u ilt  v e s se ls  for 
U.S. su b sid ized  trad es, th e S ta te  o f  A laska m ay wish to  con sider an 
e f fo r t  to  obtain  a  w aiver o f  th e  req u irem en t to  use v e sse ls  built in 
th e  U .S . and p la ce  le s s  em phasis on ch an gin g  th e  rem ainder o f  the  
Jon es A c t.

• T he S ta te  o f  A laska should d ev e lo p  a coord in ated , thorough ly-
con sidered  Jon es A ct s tr a te g y  th a t s e e k s  reasonab le  and p o lit ic a lly  
a tta in a b le  co n cess io n s  in areas w here th e  co s t  im p acts are m ost 
m eanin gfu l. T his approach has th e  p o te n tia l for su c c e ss , and can be 
in stru m en ta l in reducing th e im p act o f  th e  J o n es A ct on th e  S ta te 's  
econ om y.
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