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A l a s k a  S t a t e  L e g i s l a t u r e

S E N A T E

Sponsor Statement for 

C S S JR 13 (RLS)

Requesting Congress to Lift the Ban on the Export of 
Alaska Crude Oil

C S S J R  1 3  ( R E S )  e n d o r s e s  H R  5 4 3 ,  f e d e r a l  l e g i s l a t i o n  r e m o v i r  g  r e s t r a i n t s  o n  
t h e  e x p o r t a t i o n  o f  A l a s k a  N o r t h  S l o p e  c r u d e  o i l ,  a n d  r e q u e s t s  t h a t  t h e  
P r e s i d e n t  o f  t h e  U n i t e d  S t a t e s  p r e s e n t  a  r e c o m m e n d a t i o n  t o  l i f t  t h e  o i l  e x p o r t  
b a n .

L i f t i n g  t h e  e x p o r t  b a n  w i l l  e n h a n c e  t h e  e c o n o m i c  v i t a l i t y  a n d  s e c u r i t y  o f  
A l a s k a .  E x p o r t i n g  A l a s k a  N o r t h  S l o p e  c r u d e  o i l  w i l l  e n c o u r a g e  a n d  f a c i l i t a t e  
f u r t h e r  o i l  e x p l o r a t i o n  i n  A l a s k a  a n d  o t h e r  s t a t e s ,  c r e a t i n g  a  g r e a t e r  d e g r e e  o f  
n a t i o n a l  e n e r g y  s e l f - s u f f i c i e n c y .

D u e  t o  t h e  h i g h  t r a n s p o r t a t i o n  c o s t s  a s s o c i a t e d  w i t h  s h i p p i n g  A l a s k a  N o r t h  
S l o p e  c r u d e  o i l  t o  G u l f  C o a s t  s t a t e s  t h r o u g h  t h e  P a n a m a  C a n a l ,  t h e  w e l l h e a d  
p r i c e  o f  o i l  i s  r e d u c e d .  S i n c e  A l a s k a  o i l  c a n n o t  b e  e x p o r t e d ,  i t  i s  s o l d  a t  a  
d i s c o u n t  p r i c e  o n  t h e  W e s t  C o a s t  t o  b e  p r i c e  c o m p e t i t i v e  w i t h  C a l i f o r n i a  
c r u d e .  T h i s  s u r p l u s  o f  o i l  d e p r e s s e s  t h e  v a l u e  o f  A l a s k a  a n d  C a l i f o r n i a  o i l ,  
a n d  s u b s e q u e n t l y  h a s  a  n e g a t i v e  i m p a c t  o n  t h e  e c o n o m i e s  i n  b o t h  s t a t e s . 
L i f t i n g  t h e  b a n  w o u l d  a l l e v i a t e  t h i s  s u r p l u s ,  r a i s e  t h e  b a r r e l  p r i c e s  o f  a l l  o i l ,  
a n d  i n c r e a s e  S t a t e  r e v e n u e s .

A t  a  c o n s e r v a t i v e  e s t i m a t e ,  A l a s k a  w o u l d  g a i n  f r o m  b i l l i o n s  o f  d o l l a r s  i n  
a d d e d  r e v e n u e  a n d  e c o n o m i c  b e n e f i t s .  E x p o r t i n g  o i l  w o u l d  f o s t e r  m o r e  o i l  
e x p l o r a t i o n  a n d  d e v e l o p m e n t  b y  m a k i n g  v e n t u r e s  d e e m e d  e c o n o m i c a l l y  
r i s k y  u n d e r  c u r r e n t  p r o d u c t i o n  v a l u e s  m o r e  l u c r a t i v e .  O i l  e x p o r t  w o u l d  a l s o  
h e l p  t o  o f f s e t  t h e  U n i t e d  S t a t e s '  t r a d e  d e f i c i t .

T h e  p o t e n t i a l  v u l n e r a b i l i t y  o f  t h e  U n i t e d  S t a t e s  t o  e m b a r g o e s  - w h i c h  l e d  t o  
t h e  i m p o s i t i o n  o f  t h e  b a n  -  h a s  b e e n  g r e a t l y  m i t i g a t e d .  P r e s i d e n t  B u s h  
p a r t i a l l y  l i f t e d  t h e  b a n  o n  C a l i f o r n i a  o i l  e x p o r t i n g ,  p r o v i n g  t h a t  n a t i o n a l  
s e c u r i t y  a n d  s c a r c i t y  o f  d o m e s t i c  o i l  n o  l o n g e r  o u t w e i g h  p o t e n t i a l  e c o n o m i c  
g a i n s .  T h e  N o r t h  A m e r i c a n  F r e e  T r a d e  A g r e e m e n t  h a s  f u r t h e r  e c l i p s e d  t h e  
n e e d  f o r  t h e  A l a s k a  o i l  e x p o r t  b a n .

I  u r g e  y o u  t o  s u p p o r t  C S S J R  1 3  a n d  H R  5 4 3 . L i f t i n g  t h e  b a n  o n  e x p o r t i n g  o i l  i s  
c r i t i c a l  t o  t h e  f u t u r e  e c o n o m i c  s e c u r i t y  o f  o u r  s t a t e .
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C S S J R  13(JU D ) A nalysis 
P a g e  2  o f 2

T h e  in c r e a s e  in A N S p ro d u c tio n  v a lu e  w o u ld  re su lt  f n m  two s o u rc e s :

1. R e d u c e d  tra n sp o rta tio n  c o s ts  (tran sp o rta tio n  c o s ts  a re  a  d e d u c tio n  a g a in s t  v a lu e  in d e te rm in in g  A la sk a  s e v e ra n c e  ta x  a n d  
royalties) s in c e  A la sk a  is c lo s e r  to  A sia  th a n  to the  U .S . Gulf C o a s t  w h o re  roughly  15%  of A N S p ro d u c tio n  is so ld .

2 . S a le s  to  th e  A sian  m a rk e t w ou ld  in c re a s e  th e  W e s t C o a s t  p rice  o f A N S to  w orld  lev e ls  a s  fo re ign  re fin e rs  w ou ld  b id a g a in s t  
W e s t  C o a s t  rb lin e rs  to  a c q u ire  AN S.

T h e  A lask a  D e p a r tm e n t of R e v e n u e  h a 3  e s t im a te d  th a t  lifting th e  ex p o rt b a n  o n  A N S  w ould  in c re a se  s ta te  r e v e n u e s  by  roughly  $ 4 3 0  million 
p e r  y e a r  b a s e d  o n  c u r re n t re le v a n t oil p r ices . It is  fu rth e r  e s tim a te d  th a t lifting th e  ex p o rt b a n  w ou ld  in c re a s e  A N S p ro d u c tio n  by roughly  110  million 
b a rre ls  b e tw e e n  199 4  a n d  2 000 .
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the export of A l aska N o r t h  Slope oil, a n d  requesting 
the C o n g r e s s  of the U n i t e d  States to pass legislation 
to p e r m i t  the export of A l a s k a  c r u d e  oil.
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T h e D epartm ent of Com m erce and Econom ic D evelopm ent fo lly  supports 
C S S JR  13 and endorses H R  543 rem oving re stra in ts  on th e  export of 
N o rth  Slope o il. C h arg es for the sh ipp ing  of A la sk a  crud e o il to G u lf 
C o ast d estin atio n s n eg ative ly  im p act the  long term  s ta b ility  on the  
in d u stry  in  the sta te . These sh ipp ing  charges have d ire ct negative  
effects on the production ro y a ltie s paid  to the governm ent o f A la sk a .

F in a lly , sin ce  the p rice  of the delivered  product to the producer 
u ltim a te ly  contro ls the fate of the in d u stry , h ig h er sh ip p in g  charg es do 
have long-term  n eg ative effects on the A la sk a  o il in d u stry . T h e  a b ility  
to export A la sk a  crude o il, sp e cifica lly  N o rth  Slope cru d e , w ould  
lengthen the producing fie ld  liv e s and fa c ilita te  sm a lle r m ore d isp ersed  
fie ld s in to  production.

C S S JR  13 accu rate ly  rep orts these cond itions and situ a tio n s.

, 7 ^  /  /

'P a u l F u lls , Com m issioner
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103d  CO N GRESS t t  t t  Tsnfo F® M o

1ST Session  H. K. 543
To remove the restrictions on the export of Alaskan North Slope oil.

IN TH E HOUSE OF REPRESENTATIVES

Ja n u a r y  21, 1993

Mr. THOMAS of California (for himself. Mr. DOOLITTLE. Mr. D ooley , Mr. 
A rc h e r . Mr. G a lle q ly ,  and Mr. Zimmer) introduced the following bill: 
which was referred jointly to the Committees on Foreign Affairs, Energy 
and Commerce, and Interior and rnsnlnr Affairs

A  B I L L
To remove the restrictions on the export of Alaskan North

Slope oil.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 SECTION 1. EXPORT ADMINISTRATION ACT AMENDMENT.

4 Section 7(d) of the Export Administration Act of

5 1979 (50 U.S.C. 2406(d)) is hereby repealed.

6 SEC. 2. OTHER PROVISIONS OF LAW.

7 The export of domestically produced crude oil trans-

8 ported by pipeline over right-of-way granted pursuant to

9 section 203 of the Trans-Alaska Pipeline Authorization 

10 Act (43 U.S.C. 1652) shall not be subject to the restric-



1 tions contained in section 28(u) of the Mineral Leasing

2 Act of 1920 (30 U.S.C. 185), section 103 of the Energy

3 Policy and Conservation Act (42 U.S.C. 6212), section 28

4 of the Outer Continental Shelf Lands Act (43 U.S.C.

5 1354), or section 7430(e) of title 10, United States Code,

6 or any regulations issued under any such provision of law.

O

2

•os jus m



L e g i s l a t i v e  R e s e a r c h  A g e n c y

130 S e w a rd  S tre e t , S u ite  2 1 8  
Ju n e a u , A la s k a  9 9 8 0 1 -2 1 9 6

Phone: (907) 465-3991 
Fax: (907) 463-3351

J a n u a r y  2 7 , 1 9 9 4

M E M O R A N D U M

T O :  S e n a t o r  J o h n n y  E l l i s

F R O M :  G o r d o n  S . H a r r i s o n ,

R E :  U p d a t e  o f  D e v e l o p m e n t s  R e g a r d i n g  t h e  B a n  o n  E x p o r t  o f  A l a s k a  N o r t h  S l o p e
C r u d e  O i l

Y o u  a s k e d  f o r  a  b r i e f  u p d a te  o f  th e  fe d e r a l b a n  o n  e x p o r t  o f  A la s k a  N o r t h  S l o p e  ( A N S )  
c r u d e  o i l .  T h e  f o l l o w i n g  is  s u m m a r y  o f  r e c e n t d e v e lo p m e n t s .

C o n g r e s s  m u s t  r e a u t h o r iz e  b y  J u n e  o f  th is  y e a r th e  f e d e r a l E x p o r t  A d m in i s t r a t i o n  A c t ,  w h i c h  
c o n t a in s  th e  b a n  o n  e x p o r t i n g  A N S  o i l .  T h e r e  w i l l  b e  h e a r in g s  th is  s p r in g  o n  t h e  A N S  o i l  
b a n , a n d  S e n a t o r s  S t e v e n s  a n d  M u r k o w s k i  a re  p u s h in g  C o n g r e s s  t o  r e m o v e  th e  b a n  f f o m  th e  
r e a u t h o r iz a t io n  m e a s u r e . A c c o r d i n g  to  M a r k  D i n n e e n  o f  t h e  g o v e r n o r ’ s  W a s h i n g t o n  D . C .  
o f f i c e , th e r e  is  l i t t le  h o p e  th a t th e  C l i n t o n  a d m in is t r a t io n  w i l l  ta k e  e x e c u t iv e  a c t io n  t o  l i f t  t h e  
b a n . H o w e v e r , t h e  f e d e r a l O f f i c e  o f  E n e r g y  is  c u r r e n t ly  e n g a g e d  in  a  s tu d y  o f  t h e  e f f e c t s  
o f  th e  b a n , w h ic h  s h o u ld  b e  f in i s h e d  in  A p r i l .

In  th e  m e a n t im e , G o v e r n o r  H i c k e l  h a s  s u e d  th e  fe d e r a l g o v e r n m e n t  a l l e g in g  th a t th e  b a n  
v io la t e s  A r t i c l e  1 0  (a n d  th e  o b s c u r e  " p o r t  p r e f e r e n c e "  c la u s e )  o f  th e  U . S .  C o n s t i t u t i o n  a n d  
is  u n c o n s t i t u t i o n a l . A c c o r d i n g  to  J o a n n e  G r a c e , A la s k a  a s s is ta n t a t t o r n e y  g e n e r a l ( i n  t h e  
A n c h o r a g e  o f f i c e ) ,  w h o  is h a n d l in g  th e  s u it f o r  t h e  s ta te , th e  c a s e  s h o u ld  b e  a r g u e d  b e f o r e  
th e  f e d e r a l d is t r i c t  c o u r t  in  M a r c h .

P le a s e  c a l l i f  y o u  w o u ld  l i k e  a d d i t i o n a l i n f o rm a t i o n . A l s o ,  y o u  c o u l d  c o n ta c t  d i r e c t ly  M r . 
D i n n e e n  a t ( 2 0 2 )  6 2 4  5 8 5 8  o r  M s . G r a c e  a t 2 6 9 - 5 1 0 0 .

Alaska State Legislature
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T HE A L A S K A  N O R T H  SLOPE C R UDE OIL E XPORT B A N  RE VISITED 1992

bv

C h arl es L. Logsdon

Alaska Ceparrmenc of Revenue 
550 W. Fifth Ave, Suire 560 

Anchorage, Alaska 39501



T H E  A L A S K A  N O R T H  S L O P E  C R U D E  O I L  E X P O R T  B A N  R E V I S I T E D  1 9 9 2

I N T R O D U C T I O N

N u m e r o u s  a r t i c l e s  and a n a l y s e s  have been p r e p a r e d  e x a m i n i n g  
the A l a s k a  N o r t h  S lope (ANS) C r u d e  Oil Export Ban (Higgins and 
Jenkin s - S m i t h ,  T u s s i n g  et. al., and the U.S. D e p a r t m e n t  of Energy). 
P o l i c y  a n a l y s i s  of the issue has a t t r a c t e d  e c o n o m i s t s  of many 
d i f f e r e n t  s t r i p e s  b e c a u s e  the b a n  flies in the face of m a rket 
e f f i c i e n c y  a n d  is a classic e x a m p l e  of p o l i t i c a l  rather than 
e c o n o m i c  reasonin g.

In t h i s  s h o r t  p a p e r  it is not m y  intent to r e v i e w  in d e p t h  the 
reasons w h y  l i f t i n g  t h e  e x p o r t  m a k e s  economic sense, rather I will 
a t t e m p t  to i l l u s t r a t e  by use of a simple g l o b a l  oil price 
e q u i l i b r i u m  model, what I b e l i e v e  the impact of the b a n  has b e e n  on 
U.S. West C o a s t  oil p r i c e s  a n d  c o n s e q u e n t l y  on oil p r o d u c t i o n  in 
b o t h  C a l i f o r n i a  a n d  Alaska, a n d  on p ub lic revenue.

T H E  A N S  E X P O R T  B A N

The e x p o r t  of ANS was r e s t r i c t e d  as part of the legisla tion 
a u t h o r i z i n g  the c o n s t r u c t i o n  of the T r a n s - A l a s k a  P i p e l i n e  System 
(TAPS). T h e  900 m i l e  long TAPS stretc h i n g  from A r c t i c  Alaska's 
N o r t h  S l o p e  to the ice cree t i d e w a t e r  port of V a l d e z  p r o v i d e d  
m a r k e t  a c c e s s  to the super g i a n t  P r u d h o e  Bay oil field. O v e r  the 
years the r e s t r i c t i o n s  have b e e n  e x t e n d e d  or t i g h t e n e d  near ly each 
time the C o n c - e s s  has p a s s e d  t r a d e  legislation.

The n a t i o n a l  b e n e f i t s  to the U n i t e d  States of l i fting the ban 
are well k n o w n  a n d  can be s u m m a r i z e d  as follows:

1. H i g h e r  w e l l h e a d  \ a l u e s  for crude oil p r o d u c t i o n  in A l a s k a  
and C a l i f o r n i a  c r eate the incentive to i n c r e a s e  U.S. oil 
p r o d u c t i o n  a n d  e n e r g y  security.

2. P u b l i c  revenue will i n c rease due to the h i g h e r  w e l l h e a d  
v a l u e  e a s i n g  the Federal deficit.

3. U.S. b a l a n c e  tr ade w i t h  the Pacific R i m  c o u n t r i e s  w o u l d  be 
improved.

The r eason w h y  the b a n  c o n t i n u e s  even in the face of ov erwh e l m i n g  
e c o n o m i c  logic is q u i t e  s imply natio n a l  politics.
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The costs of l i f ting the ban w o u l d  be a b s o r b e d  by domestic 
s h i p p i n g  interests. The m a r itime interests are a p o w e r f u l  
p o l i t i c a l  force w h i c h  includes:

1. ANS p r o d u c e r s  who built  the requi red U.S. c o n s t r u c t e d  and 
fl a g g e d  t a n k e r s  to co mply with the Jones Act r e q u i r e m e n t  that 
oniy such tankers can be u s e d  in US coastw ise s h i p p i n g  implie d 
by the e x p o r t  ban.

2. I n d i v i d u a l  Jones Act t ank er owners.

3. The b a n k s  who finance tanker construction.

4. The m a r i t i m e  unions w h i c h  crew  the tankers.

O t h e r  g r o u p s  favoring the ban include:

1. The U.S. D e p a r t m e n t  of Defense since the ban provides an 
off b u d g e t  m eans of s e c uring a domestic tanker capability.

2. E n v i r o n m e n t a l  groups who oppose policies w h i c h  increase 
do m e s t i c  p r o d u c t i o n  of oil.

3. R e p r e s e n t a t i v e s  of states wh ich rely on i m p o r t e d  oil.

4. Those p o l i t i c i a n s  who are a n t a g o n i s t i c  t o w a r d  free trade 
wi t h  the P a cific Rim, p a r t i c u l a r l y  Japan.

C A L I F O R N I A  C R U D E  O I L  P R I C E S

The C a l i f o r n i a  crude oil market has d e v e l o p e d  in isolation 
from the rest of the US. The develo pment c~ s ignif icant reserves 
in the area a n d  the n a tural  b a r r i e r  repre n t e d  by the m o u n t a i n  
ranges of the w e s t e r n  U.S. limite d the de velo p m e n t  of a West to 
East or vice v e r s a  crude oil t r a n s p o r t a t i o n  system. Further, most 
crude oil is m o v e d  to e i t h e r  the San Francisco Bay area or Los 
A n g e l e s / L o n g  B e a c h  r e f i n e r i e s  by private pipel i n e  rather than 
r e g u l a t e d  c o m m o n  carriers.

C a l i f o r n i a  crude oil also tends to be very h eavy and of low 
quality. The result of all of these factors has b e e n  a level of 
oil p rices b e l o w  w o r l d  m a r k e t  levels. The result of the reliance 
on p r i v a t e  p i p e l i n e s  for the m a r k e t i n g  of regional production, has 
be e n  a t w o - t i e r e d  pri ce st ructure w i t h  i mported crude at t h e . h i g h  
en d  a n d  d o m e s t i c  p o s tings  at the low end. This occurs b e c a u s e - o f  
the leverage t he p r o d u c e r / p i p e l i n e  owners have over independents 
w i t h  only a t r u c k i n g  alternative. (Purvin & G e r t z ) .

This instit u t i o n a l  en viro n m e n t  d e p r e s s i n g  C a l i f o r n i a  crude oil 
prices was further impacted b y  the o p enin g of the TAPS. The West



I c o a e a  by the surge in p r o d u c t i o n  from Alaska. 
As ANS b e g a n  to b a c k  foreign sour crudes out of the West Coast, a

ANS cisco; 3ul£ Coast ANS became evident.

W e s t  C o a s t  C r u d e  O i l  P rices  (1973-1990)
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The size of the d i s c o u n t  b e c a m e  a very m a j o r  source of d i spute 
for b o t h  the t a x  man ‘bo t h  the State of A l a s k a  an d the Internal 
R e v e n u e  Service) and also the C a l i f o r n i a  independent producers. 
E l e m e n t a r y  e c o n o m i c  t h eo ry s u g g e s t e d  that since ANS could not be 
exported, the p r i c e  of oil on the West coast should be the p r i c e  at 
the most d i s t a n t  m a r k e t  the Gulf Coast less the incremental 
t r a n s p o r t a t i o n  c.ost.

This t h e o r y  was p u r s u e d  by A R C O  in p r i c i n g  crude oil b o o k e d  
into its own r e fineries. This r e d u c e d  the company's tax liability 
and gave t h e m  a cost a d v a n t a g e  over their c omp etitors a l l o w i n g  an 
a g g r e s s i v e  p u r s u i t  of m a r k e t  share on the West Coast.

The a l t e r n a t e  p r i c e  t h e o r y  f o l l o w e d  by BP was that of a p ri ce 
l e a ding oligop o l i s t .  3P c o n t r o l l e d  the increme ntal barrels of oil 
w h i c h  met W e s t  C o a s t  oil demand. They u s e d  this m a r k e t  p o s i t i o n  to 
n e g o t i a t e  sale of ANS b a r r e l s  on the West Coast in exchange for. 
d e l i v e r y  of b a r r e l s  to their Gu lf Coast and m i d  Continent 
refineries. T h e  r e s u l t i n g  oil pric e was less than the m o n opoly 
price but g r e a t e r  than the p e r f e c t l y  c o m p e t i t i v e  price. (Logsdon, 
1985) .
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At the h e a r t  of the d i s p u r e  over the ''c o r r e c t " value  for crude 
oil in C a l i f o r n i a  d u r i n g  the 1980's and the part ANS p l a y e d  in
d e t e r m i n i n g  v a l u e  was the influence  of two ma^or ins titutional
h a n d icaps  p l a c e d  on the crude oil m a r k e t — the AN 1 export ban, a nd 
the Jones Act. T h e s e  two b a r r i e r s  have p e n a l i z e o  oil p r o d ucers  on 
the U.S. West C o a s t  d i r e c t l y  by f o r c i n g  the West Coas t market to a 
Gulf Coast p r i c i n g  b a s i s  r a t h e r  th an the m u c h  c loser  Pacific R i m  
m a rke t with the r e s u l t i n g  lower oil price and at the same time 
r e d u c i n g  r e s o u r c e  v a l u e  in A l a s k a  b y  r e q u iring the use of e x p e nsive 
Jones Act t a n k e r s .

This d o u b l e  w h a m m y  on p r o d u c t i o n  p r o f i t a b i l i t y  has supply side 
impacts w h i c h  h a v e  a d d i t i o n a l  n e g a t i v e  impacts on the regional a n d  
n a t ional economy. C l e a r l y  the e x port ban c o m b i n e d  w i t h  the Jones 
Act c o n t inue s to h o b b l e  the* e c o n o m i c  p o t e n t i a l  of not only A l a s k a
but of the e n t i r e  U.S. Wes t Coast.

In the r e m a i n d e r  of this p a p e r  I will attempt to quant i f y  the 
impact in f o r e g o n e  r e v e n u e  and b a r r e l s  of oil that the ANS export 
ban and the Jones Act have  r e s u l t e d  in. The model u s e d  to estimate 
the e q u i l i b r i u m  oil p r i c e  on the US West Coast  leaves in place the 
Jones Act but a l lows the e xp ort of ANS in f o r eign tankers.

A N S  E x p o r t  \ P a g e  4

A  S I M P L E  W O R L D  P R I C E  E Q U I L I B R I U M  M O D E L  A P P L I E D  TO A N S

The va lue and p r o d u c t i o n  effect of the e x por t ban is a. 

function b o t h  of the d e a d w e i g h t  loss due to imp osition of 
additional t r a n s p o r t a t i o n  costs on ANS m a r k e t i n g  a n d  the p e c u n i a r y  
effect the b a n  has on ANS West Coast price.

Other s t udies have simply a s s u m e d  that if the e x port ban were 
lifted West C o a s t  oil p r i c e s  w o u l d  reach w o r l d  levels. In this 
section several a l t e r n a t i v e  t h e o r e t i c a l  links to the W o r l d  m a r k e t  
are e x p l o r e d  a n d  t e s t e d  w i t h  empir i c a l  data.

The m o d e l  assume s that w o r l d  oil pric es (specifically sour 
crude oil) are e s t a b l i s h e d  by the supply of and d e m a n d  for M i d d l e  
E a s t e r n  crude oil. All o ther w o r l d  oil p r o d u c e r s  are a s s u m e d  to b e  
price takers a n d  p r i c e s  wil l be d e t e r m i n e d  p r i m a r i l y  by relative 
t r a n s p o r t a t i o n  costs to a l t e r n a t i v e  world markets. Oil will flow 
to t h o s e  m a r k e t s  w h i c h  m a x i m i z e  the w e l l h e a d  value of p r o d u c t i o n  
subject to m a r k e t  c o m p e t i t i o n  w h i c h  insures that in e q u i l i b r i u m  t h e  
w e l l h e a d  value from all sales is the same.

This m od el as a p p l i e d  to ANS uses the P a c i f i c  Ri m as the 
b a s i n g  point for West C o a s t  oil prices in the event that exports 
were allowed. A n o t h e r  a l t e r n a t i v e  w o u l d  be to use the l anded costr 
of M i d d l e  E a s t e r n  crude oil as the basis for d e t e r m i n i n g  West Coast 
oil prices. This a l t e r n a t i v e  is u n tidy g i v e n  the fact that there.



:ont:r.ues to be excess s u p p l y  on she West Toast. The final
eiuerr.ac.ive is the G u l f  Toast r.ecback a p p r oach firsc s u g g e s c e d  in 
'.532 by .ARCO.

The relevant: oil price and r r a n s p o r r a t i o n  p a r a m e t e r s  to 
c a l c u l a t e  these a l t e r n a t i v e  t h e o r e t i c a l  West Toast prices are 
c o n t a i n e d  in T a b l e  1 and are taken ; rom P l a c e ' s  O ilg ra m  P r i c e
R e p o r t ,  the 1992 W o r ld  Scale for i n t ernati onal tankers a n d  the 
.Am erican T a n k e r  R a te  S c h e d u le . T an ker rates are b a s e d  on use of 
V L C C ' s  a n d  a d j u s t e d  by US FR A  for the U.S. fleet and the T a n k er  
C h a r te r  R e c o r d  spot index for the i n t ernation al fleet. It is
f u r ther a s s u m e d  that  Tubai a n d  ANS are d i r ectly c o m p a r a b l e  crude
o i l s .

A N S  E x p e r t :  \ P a g e  5

T a b l e  1. Oil P r i c e s  a n d  T r a n s p o r t a t i o n  Costs S p r i n g  1992
Jan Mar Mav

Til Price (Dubai) 3 1 5 . 20/bbl 315 .70/bbi 317 .50/bbl

T r a n s p o r t a t i o n  C osts

V a l d e z  to U.S. G u l f  (Jones) 32.97/bbl 3 2 . 59/bbi 33.12/bbl
V a l d e z  to U.S. W e s t  (Jones) 0 .72 0.66 0.76
V a i d e z  to U.S. G u l f  (Int'l) 1.45 1.27 1.35
V a l d e z  to U.S. West (Int'l) 0.26 0.19 0.22
Va l d e z  to Far East 0 .42 0.31 0.36
M i d d l e  East to Far East 0.70 0.52 0.60
Mi d d l e  East to U.S. Gulf 1.09 0.81 0.93
M i d d l e  East to U.S. West 1.10 0.82 0.94

Source: USFRA, Worldscale, T a n k e r  C h a r t e r  R e c o r d

The f o l l o w i n g  table c o m pares alternative 
Toast oil p r i c e s  b a s e d  on che i n formati on in 
actual ANS spot price for the sample months.

Tahle 2. A l t e r n a t i v e  W e s t  C o a s t  A N S  Prices

t h e o r e t i c a l  West 
Table 1 w i t h  the

Jan Mar Mav
U.S. 'dlf Base (Jones) $ 1 4 . 04/bbl $ 1 4 . 18/bbl $16.07/bbl

U.S. Gulf Base (Int'l) 15.10 15.43 17.30

P a cif ic Rim B a s e  (Jones) 16.-20 16.57 18.50

P a c i f i c  Rim Base (Int'l) 15.74 16.10 17.96

L a n d e d  Cost West 16.30 16.52 18.44

ANS W e s t  Spot 14.92 15.50 18.03

Note: (Jones) a s sumes  Jones Act Tan kers on the Valdez to L o w e r  48
route. (Int'l) assumes Inter n a t i o n a l  Tankers on all ANS routes



T h e r e  are three m a j o r  c o n c l u s i o n s  s u g g e s t e d  by these 
a l t e r n a t i v e  s p e c i f i c a t i o n s  of ANS We st Coast price.

1. The p u r e  Gulf b a s e d  price is of interest when the export 
ban is in p l a c e  since ANS surplus to West Coast needs is d i s p o s e d  
of in this market. The a v e r a g e  d i f f e r e n c e  in price of $1.18/bb i 
b e t w e e n  u s i n g  i n t e r n a t i o n a l  and d o m e s t i c  tankers in the A NS trade 
is a d i r e c t  e s t i m a t e  of the t h e o r e t i c a l  d e p r e s s i n g  e f f e c t  on ANS 
West C o a s t  p r i c e  of the Jones Act.

2. The W e s t  Coast l a n d e d  cost of M iddle E a ste rn cr ude oil will 
e x c e e d  a P a c i f i c  Rim b a s e d  ANS W e s t  Coast price if the net 
t r a n s p o r t a t i o n  cost d i f f e r e n c e  b e t w e e n  Valdez to West or Far East 
d e s t i n a t i o n s  is less t h a n  the i n c r e m e n t a l  cost of s h i p p i n g  Middle 
Cast C r u d e  o il to a West C o a s t  r ather than Far East destination.

C l e a r l y  t h i s  is t.:e c ase if i n t e r n a t i o n a l  tankers are u s e d  on 
ail routes. H o w e v e r  use of Jones act tankers results in a P a c ific 
Rim b a s e d  p r i c e  h i g h e r  t h a n  the l a n d e d  cost of Middle E a s t e r n  crude 
in two of the t h r e e  m o nth s s a m p l e d  (although not by m u c h ) .

O b v i o u s l y  in this case no ANS w o u l d  be sold d o m e s t i c a l l y  since 
the V a l d e z  n e t b a c k  from the P a c i f i c  Rin is higher than the n e t b a c k  
of a W e s t  C o a s t  landed M i d d l e  East crude, h o w ever since the b r e a k  
p rice is so c l o s e  on the West Coast, it co uld be a s s u m e d  in this 
ex a m p l e  that c o m p e t i t i o n  b e t w e e n  A NS and Dubai for Far East 
d e l i v e r y  w o u l d  e v e n t u a l l y  e s t a b l i s h  a price at the U.S. roughly 
equal to an the A N S  Far East n e t b a c k  pr i c e  plus t r a n s p o r t a t i o n  cost 
to the Wes t C o a s t .

G e n e r a l l y  s p e aking then, u s i n g  a Pacific R i m  b a s i n g  point 
p rice m o d e l  is the p r e f e r r e d  way of linking ANS West Coast p r i c i n g  
to the w o r l d  m a r k e t  as long as t h e r e  is surplus ANS on the West 
Coast. L o g i c a l l y  no .ANS w o u l d  be s o l d  at the U.S. C n l f  Co ast if 
e x p o r t i n g  we re allowed.

3. C o m p a r i n g  the P a cifi c R i m  b a s e d  ANS West Coast p rices wit h 
actual spot A N S  i llustrate s two things. First that the market for 
ANS on the W e s t  Coast c o n t i n u e s  to support some form of 
o l i g o p o l i s t i c  b e h a v i o r  a n d  s e c o n d  that the export b a n  c o n t inues to 
d e p r e s s  We st C o a s t  prices by an a v e r a g e  of roughly $l.Q0/bbl.

R E V E N U E  I M P A C T S  O F  THE A N S  E X P O R T  B A N

As s t a t e d  previously, the e x p o r t  ban directly impacts the 
value of p r o d u c t i o n  in A l a s k a  by r e d ucing  the market v alue of the 
crude oil s o l d  o n  the U.S. West. Coast, and by i n creasing the costs 
of s h i p p i n g  t h e  oil to market. Derivatively, since ANS is the 
i n c r e m e n t a l  b a r r e l  of c r u d e  oil c o m i n g  into the West Coast, the 
value of C a l i f o r n i a  p r o d u c t i o n  is also depressed.



A N S  Export: \ P a g e

This d i r e c t  reve nue impact is e s t i m a t e d  u s i n g  a P a cific Rim 
casing p o i n t  for p r i c e  ana assumes that Jones Act tankers are used 
for d o m e s t i c  saies of ANS w h i l e  i n t e r n a t i o n a l  t a nkers are used to 
export  ANS. The e s t i m a t e s  are b a s e d  on relevant prices a n d  costs 
e f f e c t i v e  a v e r a g e d  aver January, March, and May 1S92. ANS 
p r o d u c t i o n  is a s s u m e c  :: ce 1.75 m i l l i o n  c b l / d a y  and C a l i f o r n i a  
p r o d u c t i o n  is a s s u m e a  to be 0.80 m i l l i o n  bbl/dav. It is assum ed 
that 0.20 m i l l i o n  b b l / d a y  cf ANS p r o d u c t i o n  is c u r r e n t l y  being  sold 
at the U.S. Gulf.

Table 3. O i l  P r o d u c t i o n  
(Millions S/Yr)

R e v e n u e  Impact of the A N S E x p o r t  Ban

ctate Producers Federal Total

A l ask a Impact

Transpo rt
Savings 47 . 6 90 .5 4 6. *j 124.7

Saies
Price 13 6 . 3 260.6 ~ .2 531.3

Total 184 .5 351.1 180.9 716 .5

C a l i f o r n i a  Impact 13.4 188 .1 96. 3 298 .4

Total Impact 197.3 539.3 277 . 3 1014 . 9

The export  ban lowers the vaiue of annual p r o d u c t i o n  in A la ska 
and C a l i f o r n i a  by a p p roximate ly $1.0 b i l l i o n / y e a r  or about 
31.10/bbl. If this estim a t e  were a p p l i e d  to all ANS and C a l i f o r n i a  
o r o a u c t i o n  since 1977, the b a n  has artifi c i a l l y  reduc ed the value 
of p r o d u c t i o n  ir. b o t h  states by over $12.5 billion. This is 
p r o b a b l y  a very c o n s e r v a t i v e  estimate b a s e d  on the histor ic s pread 
between w o r l d  c r u d e  oil p r i c e s  and ANS West Coast price o u t lined 
pr e v i o u s l y  in F i g u r e  i.

A l t h o u g h  b a s i c  geologica l g o o d  fortune and increased 
e n v i r o n m e n t a l  c osts  have p r o b a b l y  a b i g g e r  impact on the long t e r m  
supply function, c l early this k i n d  of a d e p r e s s i n g  effect on 
resource value has been a c o n t r i b u t i n g  factor in the d ecli n i n g  
level of p r o d u c t i o n  from these two regions. Certa i n l y  the 
inefficiency of forcing ANS to be m o v e d  to a more distant market 
puts the global e c onomy e v e n  further away from the p r o d u c t i o n  
p o s s i b i l i t y  frontier.

I



In t e r m s  of n a t i o n a l  cost and benefits, some of this billion 
dollar a y e a r  loss is offset by revenu es e a r n e d  by the domestic 
t a n k e r  industry, and e i t h e r  regiona l p e t r o l e u m  p r o d u c t  consumers or 
regional p e t r o l e u m  refiners. It might even be a rgued that since 
p e t r o l e u m  p r o d u c t  p r i c e s  are l inked  to the global market i.e. they 
c a n  be freely traded, that a large amount of the implied refiner 
m a r g i n  has g o n e  to c o m p l i a n c e  w i t h  st ringent en vironmental 
r e g u l a t i o n s  in the C a l i f o r n i a  market.
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I MPAC T O N  P R O D U C T I O N  O F  T H E  E X P O R T  B A N

T u s s i n g  et. al., in 1987 e s t i m a t e d  that the export ban would 
increase the w e l l h e a d  p r i c e  of ANS oil by up to 54/bbl and that 
this i n c r e a s e  w o u l d  increase p r o d u c t i o n  by 460 m i l l i o n  bbls. in 
A l a s k a  a n d  280 m i l l i o n  bbls. in C a l i f o r n i a  over the p e r i o d  1987—  
2000. The e s t i m a t e s  made in this p a p e r  are c o n s i d e r a b l y  lower 
p r i m a r i l y  b e c a u s e  the amount of ANS g o i n g  to the Gulf Coast market 
is lower c u r r e n t l y  due to the declin e in ANS production  and the 
c o n t i n u e d  g r o w t h  in West Coas t crude oil demand.

At c u r r e n t  p r i c e s  of roughlv b e t wee n $17.00/bbl and 
519.00/bbl, an i n c r e m e n t  of $1.00/bbl would add roughly 60 m i llion 
bbls of C a l i f o r n i a  p r o d u c t i o n  and 110 m i l l i o n  bbls of A l askan 
p r o d u c t i o n  b e t w e e n  1992 a n d  2000 a s s u m i n g  p r o d u c t i o n  price 
e l a s t i c i t i e s  of 0.5 (Tussing, et. al.) and 0.3 r e s pectively (State 
of A l a s k a ) .

C O N C L U S I O N S

The ANS Expo-rt 3an has r e m a i n e d  in effect over the life of 
p r o d u c t i o n  f r o m  N o r t h  A m e r i c a ' s  largest oil field. The ec onomic 
evidence has a l w a y s  i n d i c a t e d  that the ban is inefficient and 
results in e c o n o m i c  waste a n d  a r e d u c t i o n  in the overall level of 
global e c o n o m i c  activity.

G i v e n  the c u r r e n t  g lobal market structure, the ban continues 
to d e p r e s s  A l a s k a n  and C a l i f o r n i a  crude oil prices by nearly 
$1.00/bbl. At t h e  same time the a p p r o x i m a t e l y  200,000 b b l s / d a y  of 
ANS f o r c e d  into E a s t e r n  U.S. markets incurs a p p r oxi mately $2.70/bbl 
more in t r a n s p o r t a t i o n  charges than if it were e x p o r t e d  to Pacific 
Ri m  c o u n t r i e s  in i n t e r n a t i o n a l  tankers.

Taken together, the e ffec t of d e a d w e i g h t  t r a n s p o r t a t i o n  cost 
loss a n d  r e d u c e d  crude oil price reduces annual produ cer p r o f i t  by 
roughly $540 million, annual state revenues in A l a s k a  and 
C a l i f o r n i a  b y  $200 million, and a nnual Federal revenues by $2.75 
million. The h i g h e r  w e l l h e a d  values resultin g from lifting of the 
b an c o u l d  r e s u l t  in a n o t h e r  750 m i l l i o n  bbls of produc t i o n  in 
A l ask a a n d  C alif ornia.
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At some p o i n t  in the n e a r  future ANS will no longer be in 
surplus on the West Coast. At that time the p r i c e  s h o u l d  rise to 
w o r l d  levels. H o w e v e r  it is p o s s i b l e  that if the export ban ' . 
still in effect at that time that the reduction in p o t e n t i a l  bu} ;.s 
for ANS in a m a r k e t  as c o n c e n t r a t e d  as the U.S. West Coast may 
c o n t inue to result in a W e s t  Coast discount r e l ative t.o global 
p r i c e s .
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A S  T H E CLINT'ON a d m in i s t r a t i o n  s e t s  o u t  to  d o  y e t a n o t h e r  

s tu d y  o f  t h e  e ffec ts o f  t h e  b a n  a g a in s t  e x p o r t in g  A la s k a ’s  N o r t h  
S lo p e  o il , w e b r in g  to  y o u r  a t t e n t io n  tw o  o t h e r  r e c e n t  e c o n om ic  s t u d ­
ie s o f  th e  s u b je c t ; o n e  w a s  p r e p a r e d  la s t  y e a r  b y  t h e  A la s k a  D e p a r t ­
m e n t  o f  R e v e n u e . T h e  o th e r , s t i l l in  d r a f t  f o rm , is t h e  w o r k  o f  E c o ­
n o m ic  In s ig h t , In c ., a  P o r t la n d , O r e . ,  e c o n om ic  c o n s u lt in g  f i rm .

B o t h  a n a ly s e s  c om e  to  th e  s a m e  c o n c lu s io n : t h e  p r o h ib i t io n  o n  th e  
e x p o r t  o f  A la s k a  o il is  d e t r im e n t a l t o  L o t h  A la s k a  a n d  C a li f o r n ia  o il 
p r o d u c t io n  a n d  e c o n om ie s , a n d  m o r e  im p o r t a n t , t o  t h e  n a t io n ’s  lo n g ­
t e r m  e n e rg y  secu rity .

“T h e  b a n  flie s in  th e  fa ce  o f  m a r k e t  e ffic ien cy  a n d  is  a  c la s s ic  a x - 
a m p le  o f  p o lit ic a l r a t h e r  t h a n  e c o n om ic  r e a s o n in g ,” is  h ow  th e  A la s ­
k a  r e p o r t  s u m s  it  u p .

“T h e  a rtif ic ia l in h ib i t i o n  o f  U .S .  o il p r o d u c t io n  h a s  s ev e re  c o n s e ­
q u e n c e s  fo r jo b s  a n d  e c o n om ic  g r o w th ,” s a y s  t h e  P o r t la n d  s tu dy .
“T h e  c o s t c o u ld  b e  a s  h ig h  a s  $ 2 0 0  b i l l i o n  a n d  a m o u n t  t o  h u n d r e d s  o f  
t h o u s a n d s  o f w e ll-p a id  job3 in  p e t r o le u m  d e v e lo p m e n t , o il-f ie ld  s e r ­
v ice s , m a n u fa c tu r in g  a n d  t r a n s p o r t a t i o n .”

S t a t e d  s im p ly , b o th  s tu d ie s  c o n c lu d e  t h a t  t h e  b a n  r e s u l t s  in  a n  o n ­
g o in g  o v e r s u p p ly  o f  h e a v y  c r u d e  a v a i la b le  fo r  r e f in e r ie s  o n  t h e  W e s t  
C o a s t . T h a t  o v e r s u p p ly  r e d u c e s  t h e  m a r k e t  v a lu e  o f  A la s k a ’s  a n d  
C a li f o rn ia 's  p ro d u c t io n .

I f  A la s k a 's  o il w e re  fr e e  to  c om p e t e  o n  th e  w o r ld  m a r k e t  a n d , say, 
b e s o ld  in  J a p a n , t h e  w e llh e a d  v a lu e  fo r  e a c h  b a r r e l o f  o i l p ro d u c e d  
in  A la s k a  w o u ld  in c re a s e  b y  a n  e s t im a t e d  $ l- to -$ 5  p e r  b a r re l .

T h e  to ta l im p a c t  o f  th is  a d d it io n a l v a lu e  p e r  b a r r e l , a c c o rd in g  to  
t h e  s ta te  s tu dy , w o u ld  b e  i n  th e  n e ig h b o r h o o d  o f  j u s t  u n d e r  $ 2 0 0  m i l ­
l io n  in  a d d it io n a l s ta te  r e v e n u e s , a lm o s t  $ 3 0 0  m i l l i o n  fo r  th e  fe d e ra l 
g o v e r n m e n t  a n d  m o r e  t h a n  $ 5 0 0  m i l l i o n  fo r  t h e  p ro d u c e r s .

B o t h  s tu d ie s  p ro je c t t h a t  t h e  in c e n t iv e  o f  a  b e t t e r  r e t u r n  fo r  t h e  
p r o d u c e r s  w o u ld  m e a n  a d d i t io n a l in v e s tm e n t s  t o  e x p lo r e  fo r n ew  o il 
in  r e m o t e  a re a s  o f  A la s k a  a n d  w o u ld  p ro v id e  m o r e  im p e t u s  fo r  t h e  
in d u s t r y  to  u n d e r t a k e  t h e  m o r e  c o s t ly  d e v e lo p m e n t  o f  re se rv o ir s  
s u c h  a s  th e  W e s t  S a k  fie ld .

T h e  o il in d u s t r y  h a s  a lr e a d y  in v e s t e d  s o m e  $ 37  b i l l io n  d e v e lo p in g  
A la s k a  o il f ie ld s a n d  t r a n s p o r t a t i o n  fa c ilit ie s , t h e  P o r t la n d  s tu d y  
n o te s . C o n t in u a t io n  o f  t h e  e x p o r t  b a n  — a n d  t h u s  th e  d is in c e n t iv e  to 
p r o d u c e  A la s k a  o il — d im in is h e s  t h e  p r o s p e c t  t h a t  a d d it io n a l s ig n if i ­
c a n t  in v e s t r r° n ts  w ill b e  m a d e .

" T h e  e x p o r t  b a n  o f  o i l t h r e a t e n s  to  in h ib i t  t h e  d e v e lo p m e n t  o f  a s  
m u c h  a s  10 b i ll io n  b a r r e ls  in  A la s k a  a n d  C a l i f o r n ia  o v e r  t h e  n e x t  
s e v e ra l d e c a d e s ,” sa y s t h e  r e p o r t  I n  a n  e r a  o f  b u d g e t  d e fic its a n d  
c o n s t r a in e d  p u b lic  s p e n d in g  “i t  is  n o t h in g  le s s  t h a n  th ic k h e a d e d  im -  
p e rv io u s n e s s ” t o  c o n t in u e  t h e  b a n , i t  c o n c lu d e s .

Let’s trust President Clinton’s team can come to the same conclu­
sion.
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Rethinking oil export
A L A S K A N S  F O U N D  n o t m u c h  in  th e  w ay  o f  a  s i lv e r  l in i n g  in  

t h e  c lo u d  o f  g o b b le d e g u o k  a s  t h e  C l in t o n  a d m in i s t r a t io n  la s t  
w e e k  u n v e i le d  i t s  n a t io n a l e n e rg y  stra tegy . O r l y  o n e  i t e m  h e ld  h o p e  
fo r  t h i s  s ta te : a  n ew  s tu d y  o f  t h e  p o te n t ia l b e n e f it s  o f  li f t in g  th e  b a n  
a g a in s t  t h e  e x p o r t  o f  A la s k a  N o r t h  S lo p e  oil.

T h e  s e c re ta ry  o f  E n e r g y  a n n o u n c e d  t h e  p r e s id e n t ’s  e n e rg y  p la n  
a m id  n a t io n a l a n t ic ip a t io n  th e  s t r a te g y  w o u ld  a d d r e s s  t h e  a la rm in g  
e x o d u s  o f  th e  o i l in d u s t r y  f r om  t h e  U n i t e d  S t a  les a n d  th e  c o lla p s e  o f  
c r u d e  o il p r ic e s  w o r ldw id e . T h e  p la n  d id  n e ith e r .

I t  g av e  l ip  se rv ic e  to  th e  im p o r ta n c e  o f  d om e s t ic  e n e rg y  s o u rc e s  
a n d  th e  c o n c e rn  t h a t  a lm o s t  a  h a lf -m i l l io n  jo b s  h a v e  b e e n  lo s t in  r e ­
c e n t  y e a r s  in  t h e  o il a n d  g a s  in d u s try . B u t  it t x n t a i n e d  li t t le  m e n t io n  
o f  m e a n in g fu l in c e n t iv e s  to  a t t ra c t in d u s t r y  to e x p lo r e  a n d  d e v e lo p  
d om e s t ic  o il r e s e rv e s .

Ir o n ic a lly , t h e  p la n  id e n t i f ie d  d e e pw a te r  p u t i o n s  o f  t h e  G u l f  o f  
M e x ic o  a s  h a v in g  t h e  b e s t  p o te n t ia l fo r  a  nev/ d om e s t ic  o il s u p p ly  — 
e v e n  t h o u g h  t h e  n e c e s s a ry  te c h n o lo g y  fo r d e e pw a te r  o p e r a t io n s  h a s  
y e t  t o  b e  d e v e lo p e d . B u t  t h e  so -c a lle d  e n e rg y  p la n  m a d e  n o  m e n t io n  
a t  a ll o f  t h e  p o te n t ia l o f  g ia n t o il d is c ov e r ie s  im d e r  t h e  c o a s ta l p la in  
o f  t h e  A rc t ic  N a t io n a l W ild li fe  R e fu g e  — w h e r e  t h e  in d u s t r y  h a s  
p r o v e n  it h a s  t h e  te c h n o lo g y  to  o p e r a te  su ccessfu lly .

E v e n  th e  o n e  p o s it iv e  item  — th e  a n n o u n c e m e n t  o f  a n o t h e r  s tu d y  
to  e v a lu a te  e x p o r t  o f  N o r t h  S lo p e  c r u d e  — ca ra e n o t  b e c a u s e  o f  a n y  
p o s s ib le  v a lu e  t o  A la s k a , b u t  r a t h e r  in  r e s p o n s e  t o  c o m p la in t s  f r o m  
C a l i f o r n ia  o il p r o d u c e r s  c o n te n d in g  th e y  h a v e  b e e n  h u r t  b y  s h ip ­
m e n t s  o f  A la s k a  c r u d e  to  t h e  W e s t  C o a s t .

‘T e r m i t t i n g  A N S  e x p o r t s  in  t h e  n e a r  t e rm  w ill p o te n t ia l ly  s t im u ­
la t e  o n s h o r e  C a li f o r n ia  p ro d u c t io n , a n d  c o u ld  in it ia te  a  le s s  v o la t i le  
t r a n s i t io n  aw ay  f r o m  im p o r t s  in  g e n e r a l ,” th e  r e p o r t  s ta te s .

W e  w o u ld  h a v e  p re s e n te d  th e  ca se  d iffe re n  Jy , s a y in g :
• A la s k a ’s  N o r t h  S lo p e  p re s e n t ly  a c c o u n ts  to r  m o r e  t h a n  2 0  p e r ­

c e n t  o f  th e  o il p r o d u c e d  in  th e  U n i t e d  S ta te s  — a n d  h a s  fo r s o m e ­
t im e .

• N o r t h  S lo p e  p ro d u c t io n  is o n  t h e  d ec lin e .
• M a n y  a re a s  o f  A la s k a  w ith  p o te n t ia l oil r e s e rv e s  r e m a in  to  b e  

e x p lo r e d  a n d  d e v e lo p e d  — in c lu d in g  t h e  c o a s la l p la in  o f  A N W R .
• N e w  d is c ov e r ie s  a n d  p ro d u c t io n  in  A la s k a  w o u ld  m a k e  it p o s s i ­

b le  f o r  A la s k a  to  m a in ta in  its r o le  a s  a  k e y  s u p p lie r  o f  e n e rg y  w e ll in ­
t o  t h e  n e x t  c e n tu r y

• T h e  o il e x p o r t  b a n  r e su lt s  in  d e p r e s s in g  th e  v a lu e  o f  A la s k a  o il . 
t h u s  c r e a t in g  a  d is in c e n t iv e  fo r in d u s t r y  to  e x p lo r e  fo r  n ew  o il.

T h a t  th e  C l i n t o n  a d m in is t r a t io n  c h o s e  to fo cu s  o n  th e  o il e x p o r t  
b a n ’s  a d v e r s e  im p a c t s  o n  C a li f o r n ia , r a t h e r  t ita n  o n  A la s k a , p ro b a b ly  
h a s  m o r e  t o  d o  w ith  p o lit ic s  t h a n  n a t io n a l e  n e rgy  secu rity .

N o n e t h e le s s , w e ’l l  ta k e  a l i t t le  s i lv e r  l i n i r g  w h e r e  w e  c a n  f in d  it .
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Free trade for Alaska
C ONVENTIONAL WISDOM h a s  i t  t h a t  t h e  N o r t h  

A m e r i c a n  F r e e  T r a d e  A g r e e m e n t  s h o u l d  h a v e  l i t t l e  i f  a n y  
im p a c t  o n  t h i s  s t a t e .

A l a s k a  h a s  g o o d  r e a s o n  t o  a r g u e  t h a t  j u s t  t h e  o p p o s i t e  is  
t r u e  — N A F T A ,  s h o u l d  b e  t h e  c a t a ly s t  t o  o v e r t u r n  a  t r a d e  i n ­
e q u i t y  t i i a t  h a s  p e n a l i z e d  t h i s  s t a t e  f o r  tw o  d e c a d e s .

W e  s p e a k ,  o f  c o u r s e , o f  t h e  b a n  o n  t h e  e x p o r t  o f  N o r t h  S l o p e  
c r u d e  o i l .

T h e  1 9 7 3  la w  t n a t  a u t h o r i z e d  c o n s t r u c t i o n  o f  t h e  t r a n s - A la s -  
k a  p i p e l i n e  p r o h i b i t s  t h e  e x p o r t  o f  N o r t h  S l o p e  c r u d e  o i l ,  a  b a n  
t h a t  f i n a n c i a l l y  d a m a g e s  s t a t e  in t e r e s t s . B a s e d  i n  t h i s  c o n ­
t e n t i o n , G o v . W a l t e r  H i c k e l  is  s u i n g  t h e  f e d e r a l  g o v e r n m e n t  f o r  
$ 2 .5  b i l l i o n  — t h e  a m o u n t  h e  b e l ie v e s  A l a s k a  h a s  l o s t  a s  a  d i ­
r e c t  r e s u l t  o f  t h e  e x p o r t  b a n . T h e  l a w s u i t  i s  p e n d i n g  i n  U . S .  
d i s t r i c t  c o u r t  i n  A n c h o r a g e .

A n  a d d i t i o n a l  a r g u m e n t  f o r  a  c o n g r e s s i o n a l  l i f t i n g  o f  t h e  b a n  
is  t h a t  s a l e  o f  N o r t h  S l o p e  c r u d e  i n  A s i a , f o r  e x a m p l e ,  w o u l d  
o p e n  U . S .  m a r k e t s  t o  p e t r o l e u m  im p o r t s  f r o m  M e x i c o , a t  a  
l o w e r  c o s t  t o  A m e r i c a n  c o n s u m e r s .

PRESIDENT BILL C l i n t o n  h a s  t h e  o p p o r t u n i t y  t o  d e m o n ­
s t r a t e  h i s  c o m m i t m e n t  t o  f r e e  t r a d e  p o l i c i e s  w i t h  o u r  N o r t h  
A m e r i c a n  n e i g h b o r s  b y  t a k i n g  t h e  l e a d  t o  l i f t  t h e  b a n .

B y  a d v o c a t i n g  t h e  e l im i n a t i o n  o f  t h e  e x p o r t  b a n . C l i n t o n  
w o u ld  a l s o  a f f i r m  U . S .  f r e e  t r a d e  o b je c t iv e s  w i t h  o u r  t r a d i n g  
p a r t n e r s  i n  A s i a .  T h e  p r e s i d e n t  is  m e e t i n g  t o d a y  w i t h  A s i a n  
l e a d e r s  i n  S e a t t l e  t o  d i s c u s s  t r a d e  i s s u e s .

A c c o r d i n g  t o  S e n .  F r a n k  M u r k o w s k i ,  w h o  d i s c u s s e d  t h i s  i s ­
s u e  w i t h  M r . C l i n t o n  T h u r s d a y  a t  t h e  W h i t e  H o u s e ,  t h e  A l a s ­
k a  o i l  e x p o r t  b a n  “is  t h e  m o s t  o b v io u s  e x a m p l e  o f  a  p r o t e c t i o n ­
i s m  t r a d e  p o l ic y *  t h a t  t h e  U n i t e d  S t a t e s  h a s .  B y  l i f t i n g  t h e  
b a n , h e  t o l d  t h e  p r e s i d e n t ,  “w e  c o u ld  im p r o v e  t h e  e f f i c ie n c y  o f  
o u r  e n e r g y  s u p p l i e s ,  b r i n g  i n  m o r e  t a x  r e v e n u e s  a n d  d o  s o  w i t h  
few  n e g a t i v e  im p a c t s . ”

A l a s k a n s  r e c o g n i z e  t h a t  l i f t i n g  t h e  b a n  o n  t h e  e x p o r t  o f  
N o r t h  S l o p e  o i l  m i g h t  n o t  a u t o m a t i c a l ly  r e s u l t  i n  A l a s k a ’s  o i l 
b e i n g  s h i p p e d  t o  t h e  F o r  E a s t .  M a r k e t  f o r c e s  w o u l d  u l t im a t e l y  
d e t e r m i n e  w h e r e  N o r t h  S l o p e  c r u d e  g o e s  a n d  w h a t  p r i c e s  a r e  
p a i d  f o r  it . H o w e v e r , l i f t i n g  t h e  b a n  w o u l d  r e m o v e  a  c u m b e r ­
s o m e  r e g u la t o r y  b u r d e n  a n d  g iv e  U . S .  p r o d u c e r s  t h e  f le x ib i l i t y  
t o  r e s p o n d  t o  c h a n g e s  i n  t h e  i n t e r n a t i o n a l  m a r k e t  p la c e . I t  
w o u l d  g iv e  A l a s k a  f u l l  m a r k e t  v a lu e  f o r  i t s  r e s o u r c e .

I t  w o u l d  a l s o  d e m o n s t r a t e  t h i s  n a t i o n ’s  c o m m i t m e n t  t o  f r e e  
t r a d e  a n d  f a i r  c o m p e t i t i o n  — b o t h  w i t h  o u r  N o r t h  A m e r i c a n  
n e i g h b o r s  a n d  t h e  n a t i o n s  o f  t h e  P a c i f ic  R im .

A n d  i t  w o u l d  g iv e  A l a s k a n s  s o m e t h i n g  t o  c h e e r  a b o u t  i n  
N A F T A
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Serving notice
A s  IT  H A S every few years since 1974, Congress last week re-1 

X Jjaew ed  the ban on the export of Alaska North SLope crude oil aa 
part ofthereautliorizationofthe Export Adm inistration A ct 1 

The ban was e, bad law when Congress wrote it almost 20 years t 
ago. It  ia bad law  today.

Rather than engaging in an exercise in  futility, Alaska's three' 
member congressional delegation did not attempt a showdown vote 
to delete the prohibition. Our representatives knew better.

During the Reagan »nri Bush flrimini-qfratinTiR, when there was i 
support from the White House for lifting the prohibition, there werei 
still insufficient votes in  Congress to overcome the influence of the 
maritime lobby, which champions tha ban. W ith the new president 
yet to tflkft a strong position on the issue, there was no chance this 
year of finding enough votes to remove it

However Sen. Frank Murkowald served notice that he intends to 
seek an exemption to allow export ofa portion aftheaiL Before the 
Export Adm inistration Act comes up for renewal again in  June 
1994, he wants the Senate to hold hearings on a proposal to allow 
this state to export its royalty share of oil from the Slope.

T H E  P L A N  might serve to draw national attention to the dam­
aging consequences of the export ban to Alaska's and California's 
economies, and to the nation’s energy security. It could result in  lift­
ing the ban altogether.

Few rea J " ie that as a result of the oil export ban, the market value 
of domestic oil on the West Coast haa been depressed for some time. 
O il produced in  A laska and in  California sells for about $1 less per 
barrel than itw ould if  it  were free to compete on the world m arket

That would amount to something Hke $12 billion lost for oil pro­
duction in  the two states over the last 18 years.

If  the ban were lifted, and the value of cril production allowed to 
increase, there would be an incentive for the oil industry to increase 
exploration and, production in both Alaska and California. National 
energy security wouM be improved as a resuft of more dnmeshcpro- 
ductfon capability. '• :•

Exporting A laska oil would also help of&et the U .S. trade deficit 
with Pacific Rim  nations.

A  S E N A T E  hearing on Alaska’s request to export its royalty oil 
couldhelp bringthese poinfo rathe public's aitenfjon. Sen. 
M urkowskishculd follow through cm h is plan.

A t the same tune, the governor must continue to pusli forward 
with h is law suit against the federal gnvenunent. Not only is the ban 
badlav^itfeunoonstitntianaL „. ,.

I f  Congress carit be persuaded to see that; the I IS . Supreme
Court m ay order it  to do ao.
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LO S  A N G E L E S  -  Cali­
fornia oil producers can 
start exporting their crude 
to Asia this month for the 
first time in almost two de­
cades.

Exporting domestic oil 
largely is banned by the 
federal governm ent as a 
hedge against em bargoes 
such as the one imposed by 
Arab countries in the early 
1970s. This position was re­
laxed somewhat in late Oc­
tober when President Bush 
issued a memorandum that 
permits the export of up to 
25 000 barrels daily of heavy 
California crude.

While there won't be a 
rush of domestic oil to for­
eign shores, the decision 
could pump some cash into 
California’s independent oil 
industry. Federal officials 
estimate that if 25,000 bar­
rels of crude oil were export­
ed daily, it would be equal 
to about $138 million a year 
in export sales.

But Tom Hunt, executive 
vice president of the Califor­
nia Independent Petroleum 
Association, says that the 
president’s action is not go­
ing to create a windfall for 
state oil producers.

’’You’re talking about a 
very ugly crude and it has a

very limited refining capaci­
ty throughout the world," 
Hunt said. "California built 
itself around this type of 
crude so we have the type of 
refineries to take it on. But
25,000 barrels per day is a 
good start to establish your 
marketplace."

What Hunt's group would 
really like to see is an easing 
of the ban on crude oil from 
Alaska's North Slo{.e oil 
fields. And allowing the ex­
port of California crude is 
being viewed as a step in 
this direction.

Alaska crude is a lighter
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oil — it’s what Atlantic 
Richfield Co. refines its gas­
oline from — so the market 
potential is greater.

"We're building a case in 
Washington and California 
about this arcane la w ,"  
Hunt said of the Alaska 
crude ban. “ It's a  law that 
certainly outlived whatever 
usefulness it m ight have 
had,"

Hunt estimates that about 
1.7 million barrels of Alaska 
crude flow into California 
each day, much more than 
the 1.1 million barrels the 
state consumes. " I t  .just 
drowns California in crude," 
he said, ■ .,i #- i ,

This in flux of A laska  
crude and oil'from  fields.off 

'.the Santa. Barbara, .Calif,,
: '-;ast have kept prices. for

Cole, who earlier this year 
sued the federal government 
over the export ban.

’./hen Alaska became a 
state it was 6. nted mineral 
rights to 103 million acres 
and..was to use the proceeds 
from the oil sales to finance 
government services. The ex-, 
port ban scotched , this plan. • 

"W e no more got blinder 
way making those iands'.pro- 
ductive to support civil go,Wv_- 
eminent when the fedi 
government said, 'Oh, byj.1 
way, we're going to rest] 
how you are going to , 
with those resources,’."  dpi 
said.

California crude 
about $13.75 a barrel at th e ,^

-■J* ryt\ 
fetches

wellhead,, bu£- i t . will' 
about $16; afe barrePW befr~f 
shipping costs arehijded in ‘ I- 
making the low^quanty o i l ' 
rather expehs 1 v 1 as_k 3.X  
crude delivered to-the;WestCalifornia -cnide depressed,

Hunt said, ".. . . • > -'Ht-Goast cos;s about' $17.30
i- ; He!* got an ally in Alaska . barrel, but, $lj&.J>Q,lif*; 
Attorney General;. Charlie shipped -the G
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