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WHERICAS lower wellhead prices raise the econom ic threshold for exploring for and 

producing all North Slope oil and. as a result, production from certain existing and newly 

discovered oil fields is currently uneconomic; and

W H E R E A S the export ban singles out Alaska to pay its costs, penalizing the state and
iW  f  ° f a  I f  y

the North Slope producers, which pay X5 percent o f the taxes collected Tiy the state; and

W H E R E A S the current export ban reduces the value of crude oil production in the 
isjp'OoO'SO

state by an estim ated S 1 .(HK).(KK).(KK) per year, or about SI. 10 per barrel; and

W H E R E A S Alaska North Slope crude oil required to be transported and delivered for 

sale in the domestic market incurs approximately $2.70 per barrel in higher transportation 

charges than i f  the oil could Ik * exported in  international tankers to Pacific Rim countries; and 

W H ER EA S domestic exploration and development o f  newly discovered oil reserves 

will enhance the nation s energy and economic security; and

W H ER EA S the foreign export o f Alaska North Slope crude oil will provide an 

incentive for further domestic oil exploration and development; and

W H E R E A S new discoveries and production resulting from increased dom estic 

exploration will facilitate the development o f infrastructure and production facilities needed 

to produce currently uneconomic Alaska North Slope reserves and. thus, lower the average 

developm ent costs ot all Alaska North Slope production; and

W H E R E A S exporting oil to Pacific Rim nations will decrease the substantial trade 

deficit with nations that have expressed a strong interest in purchasing Alaska produced oil. 

as evidenced by the sale under a United States Department o f Comm erce export license o f 

Alaska Cook Inlet oil to a Taiwanese company; and

W H E R E A S Canada. Mexico, and Venezuela, among other neighboring countries in 

this hemisphere, inay provide stable, secure exports o f crude oil to the United States at more 

com petitive prices than Alaska North Slope crude oil because of the transportation savings; 

and

W H E R E A S the additional cost of shipping Alaska North Slope crude oil to the G ulf 

Coast and eastern slates imposes an unnecessary burden on those states, reduces federal and 

state tax revenue, reduces state royalties, and discourages exploration and developm ent o f 

North Slope reserves; and

SJR 3 •2- SJR00JA



S e n a t e  R e s o u r c e s  C o m m i t t e e

S J R 3

T e s tim o n y  o f  Beverly W a rd  
G o v e rn m e n t  R elations, A R C O  A laska , Inc.
F e b ru a ry  3 ,1995

M r. C h a irm a n ,  m e m b e r s  of the  Senate  R esources  C o m m itte e .  M y 
n a m e  is Beverly W ard .  T h a n k  y o u  for th e  o p p o r tu n i ty  to d a y  to a d d  
A R C O ’s  voice  to th e  c h o ru s  o f  th o se  a sk in g  tha t  th e  oil e x p o r t  ban  be 
lifted . W e p led g e  o u r  s u p p o r t  to w o rk  w i th  the  s ta te  to  w in  p a ssa g e  
o f  fed e ra l  leg isla tion  e l im in a t in g  th e  b a n  on  the  e x p o rt  o f  N o r th  S lope  
oil.

P r io r  to  the  1994 e lec tion , w e  ju d g e d  p a ssa g e  o f  leg is la tion  lifting the  
e x p o r t  b a n  a s  v e ry  u n l ik e ly .  It n o w  a p p e a rs  p a s sa g e  is poss ib le .

A R C O  will no t benefit  f ro m  e lim in a tio n  o f  th e  e x p o rt  ban . But 
b e c a u se  o f th e  p o ten tia l  benefit  to  the  s ta te  -- a n d  a t  the  re q u e s t  o f  the 
K n o w le s  A d m in is tra t io n  -  w e  re -ev a lu a ted  o u r  long  s ta n d in g  
n e u tra l  p o s it io n  o n  th is  issu e  a n d  d e c id ed  th e  t im e  had  c o m e  to  join 
th e  s ta t  j  in w o rk in g  to o p e n  Pacific Rim m a rk e ts  to  A laska  oil.

W e  will m a k e  c lear  to m e m b e r s  o f  C o n g re ss  o u r  s u p p o r t  for 
leg is la t ion  e l im in a tin g  th e  e x p o r t  ban. W e  will a lso  w o rk  closely  w ith  
th e  A laska  C o n g re ss io n a l  D e lega tion , the  L eg is la tu re  a n d  the  
K n o w le s  A d m in is t ra t io n  on  th is  issu e  in w h a te v e r  w a y  is 
a p p ro p r ia te .

W e  a p p la u d  y o u r  e ffo r ts  th ro u g h  SJR 3 to  lift the  oil e x p o rt  ban .



B P  Testim ony on tho Lifting of tho 
Export Ban on Alaska North Slope C ru d e  

Presented  to the Senato R eso urces  Com m ittee  
February 3,1995

G ood  morning, Mr. Chairm an and m em bers of the Sen a te  R e so u rce s  C o m m :*toe. 
My name is Jim  Palmer and on behalf of BP, I am pleased to provide the 
following testimony to the Alaska State Legislature. Th is testimony d is cu sse s  the 
future of oil production on Alaska's North Slope, and how artificial federal 
constraints, su ch  as the ban on its export, effect our ability to market it efficiently.

T h e  history of Alaska North S lope oil production is one of remarkable 
achievem ent. In the past two decades, the oil industry has invested more than 
$50 billion (in today’s  m oney term s) in realizing the Alaska North Slope's 
hydrocarbon potential.

W e ’ve  nearly doubled the volum e of oil we expect to recover from the region 
through a com bination of technological advances and m assive capital 
investment. In 1977, we expected  to recover less than 10 billion barrels of oil 
from a single Alaska North S lope field. Today we're producing oil from a num ber 
of fields surrounding Prudhoe Bay. T h e  industry has just produced  our 10 
billionth barrel of oil. yet w e have a similar amount in booked and likely reserves. 
W e postponed P m dhoe’s  inevitable decline by nearly four years, and today 
based  on the Sta te  of Alaska’s own forecasts, the North S lop e  is producing som e 
600,000 barrels m ore per day than were projected less than a d e ca d e  ago.

T h e se  a ch ievem ents are particularly remarkable given the com petitive 
d isadvantages ot Alaska's North Slope -  disadvantages stem m ing primarily from 
harsh clim atic conditions, rem oteness, and federal rest.ictions on a c ce s s  to world 
crude oil markets im posed by the A N S  export ban.

But today, the future of this critical dom estic resource is in double jeopardy. 
Production is in decline, and margins that are the lifeblood of the ongoing 
investm ents that sustain production are being squeezed  as never before by 
upward pressure on Alaska North Slope costs.

BP, along with our industry partners, have been at »he forefront of the industry in 
doing everything we can  to enable Alaska North Slope oil to co m p e te  effectively 
for investm ent capital in a fiercely competitive world oil market. W e ’ve  left no 
stone unturned in searching for new ways to do more for less, and w e’ve 
stem m ed the tide of soar.ng co s ts  in the late '80s and early ’90s.

W e've com pletely retoolod our relationships with contractors and field partners. 
W e’ve  reduced  our staff levels and overhauled the way w e do business within 
BP. T h e se  efforts have redu ced  our operating costs  and enabled  us to actually 
reduce per-barrel operating co s ts  in an atmosphere of declining production 
without sacrificino safety or our environmental perform ance.



B e ca u se  of Alaska’s  high field developm ent costs, a s woll as restricted a c ce s s  to 
world crude oil markets, netbacks on Alaska North Slope production are 
disproportion," ;ely low vis-a-vis those of lower-cost hydrocarbon areas of the 
world that have unrestricted a cce s s  to crude oil markets.

M uch of the Alaska North Slope production we currenlly project for the year 2000 
d ep en ds  on investm ents yet to be made.

M ore than ever before, the env'ronment dictates that investm ents be directed to 
areas offering the highest margins at the lowest risks. With tiie end  of the Co ld  
W ar and so m uch of the world now competing for energy investment, returns on 
those  investm ents have becom e the prime consideration as com pan ies allocate 
increasingly s ca rce  capital resources.

T h e  com petitiveness of these investments is crucial not only to B P  and the 
Alaskan oil industry, but to the federal government and to the State of Alaska.

T h e  federal governm ent has a significant e conom ic stake in the health of the 
d om estic  oil industry.

Many of the individual states also ho'd large stakes in the health of the dom estic 
industry. Th o se  with significant oil production, like Alaska and California, realize 
substantial tax and royalty revenues. Th e y  also benefit from a significant number 
of jobs both directly and indirectly linked to oil industry investment.

M uch has been said and written about the hydrocarbon potential of Alaska's 
North Slope. Th e re ’s  a general con sen su s  that the potential significantly ex ceeds  
reserves already produced on the com pany books. Th is potential co m e s  from 
existing discoveries, additions and extensions that would be econom ic, given the 
availability of investment resources. W e at BP  co n cu r  with this assessm ent.

It is important to understand that noncompetitive margins have two effects. First, 
they reduce production of both existing and potential resources and remove ca sh  
from the system , making investments more difficult even  in potentially profitable 
opportunities.

It’s  no longer enough that BP  and the rest of the industry, through hard work and 
innovation, are reducing our costs. In order to maintain the com petitiveness of 
Alaskan investments, it's critical that everyone with a stake in the future of the 
Alaskan oil industry does his and her part to help ensure its long-term health.

Federal restrictions on our ability to market Alaska North S lope oil where it will 
generate tho highest possible returns hurt producers and the Sta te  of Alaska by 
reducing netbacks on North Slope oil. T h e se  restrictions are costly  and an 
unnecessa ry  burden on our ability to com pete. Lifting these restrictions will help 
to restore Alaska's com petitiveness for future investment by boosting the 
wellhead value of A N S  crude.



Th e  world has changed  dramatically from the days when export restrictions on 
A N S  crude wore first im posed ... days of real and perceived supply shortages 
and an energy crisis mentality. Today, with open markets, improved trade flows, 
a cce s s  to new  oil and gas provinces and significant d iscoveries throughout the 
world, the supply-dem and balance has reversed itself.

Restrictions on A N S  exports that wero based on feais of supply shortages are no 
longer appropriate. But failure to maintain investment because  of loss of 
com petitiveness will not help. Rem oving the restrictions and providing incentives 
will maximize dom estic production if supply crises  should o ccu r  in the future.

B P  and the Alaskan oil industry will continue to do our part by doing all we can  to 
make Alaska North Slope investments competitive. But we can  rio longer do it 
alone.

By directly or indirectly relieving the burden of unnecessary  restrictions on our 
ability to com pete, the federal government will not only dem onstrate its 
commitment to do ils part to enhance the com petitiveness of Alaska North S lope 
oil, but also to help ensure the long-term health of this critical dom estic resource.

BP  strongly encourages the State of Alaska to support lifting tho A N S  export ban.

Thank you for this opportunity to address these important issues.
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A r c o  c h a n g e s  

s t a n c e ,  b a c k s  

l i f t i n g  o f  b a n
By KIM FARARO 
and RALPH THOMAS
Daily N e w s  repor ter s

Arco w ill support lifting  the oil-e..port ban after 
years of remaining neutral on whether North Slope 
rude should be sold abroad, Gov. Tony Knowles 

said Thursday.
The move w ill like ly help Alaska’s congressional 

delegation in its bid to overturn the ban, because 
the state’.. oil industry w ill not be as divided on the 

issue British Petroleum —  the 
state's top oil producer —  has 
been pushing to end the export 
prohibition. Arco and Exxon —  
the Nos. 2 and 3 producers — 
had not joined BP’s lobbying.

But even w ith Arco's change 
of heart, significant hurdles to 
ending the ban remain. The 
newest obstacle arose recently 
when a Senate rule maker sent 
legislation on the ban to a 
committee run by New York 

Sen. Alfonse D'Amato. D’Amato opposes North 
Slope exports.

Lifting the ban could increase Alaska's oil reve­
nue tens of millions of dolla-s a year by allowing 
producers to send tneir crude to Asian ports closer 
to Alaska than Gulf of Mexico refineries. That 
would decrease producers' transportation costs, 
which are deducted from taxable revenue.

BP would benefit because the company owns

Ploase soo Pago B-3. OIL

OIL: Arco backs 
lifting of export ban

| Continued Irom Pago B-1

most oil produced on the North Slope and cannot 
sell all its crude on the West Coast as Arco and 
Exxon have been able to.

Knowles said he learned of Arco’s new position 
Thursday, when Arco Alaska president Ken Thomp­
son called him. The announcement follows Knowles' 
recent trip  to Arco’s Los Angeles headquarters, 
where he asked high-level officials to support 
Alaska’s efforts to repeal the ban.

Knowles said Thursday that Thompson told him 
the trip had helped sway Arco’s executives. The 
governor said he was pleased by Arco’s turnaround 
and thinks it w ill have a "significant”  impact on 
deliberations in Congress.

Arco Alaska spokesman Ronnie Chappell con­
firmed the policy change but said the company w ill 
not discuss the change until officials brief Alaska's 
senators and Rep. Don Young. He said the briefings 
would be held Thursday and today.

In the past, Arco officials have said they didn’t 
have strong feelings about the ban because it has 
little  effect on the company. Arco refines its North 
Slope crude in its West Coast refineries.

BP has no West Coast refineries and, although it 
sells some of its crude there to other companies, It 
must send the rest to the Gulf Coast.

The ban began in 1973 after the Organization of 
Petroleum Exporting Countries launched an oil 
embargo that made Americans fearful for their 
energy security. Efforts to abolish the ban since 
then have met w ith strong opposition from mari­
time unions and their supporters in Congress. Last 
year, BP tried breaking the impasse by negotiating 
with the unions, and Alaska's senators proposed 
legislation that said any exports would travel on 
U.S. ships w ith U.S. crews. But the plans didn’t 
succeed.

Alaska's all-Republican delegation was heartened 
when their party won control of both houses of 
Congress in November and hoped to abolish the ban 
quickly. But the news that D'Amato would get a 
shot at a b ill to l if t  the ban was a setback.

D’Amato's constituents include the owners of 
Northville Industries, which operates a pipeline 
across Panama. The line carries North Slope crude 
unloaded by Pacific Ocean tankers and picked up by 
tankers on the Atlantic side. Those tankers then 
ship the crude to Gulf Coast refineries.



J O H N N Y  E L L IS
SENATOR

S T A T E  C A P IT O L , R O O M  0  

J U N E A U . A L A S K A  00801  1182 

10 0 7 )  4 6 5 - 3 7 0 4  
PAX : (9 0 7 ) 4 6 5 - 2 5 2 0

A la sk a  S t a t e  L e g i s ia t u r e
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S p o n so r  S ta te m e n t  for  
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R e q u e st in g  C o n gress t o  L ift th e  B an o n  th e  ex p o r t o f
A laska Crude O il

S J R  3  e n d o rse s  fed era l l e g i s la t io n  rem o v in g  r e s t r a in ts  on  th e  e x p o r ta tio n  
o f A la sk a  N orth  S lope c ru d e  oil, a n d  r e q u e s ts  th a t  th e  P re s id e n t o f  th e  
U n ited  S ta te s  p re s e n t  a  re c o m m e n d a tio n  to lift th e  oil e x p o rt b a n .

Lifting th e  e x p o rt b a n  will e n h a n c e  th e  econom ic v ita lity  a n d  s e c u r ity  o f 
A lask a . E x p o rtin g  A lask a  N orth  S lope c ru d e  oil will e n c o u ra g e  a n d  fac ilita te  
f u r th e r  oil e x p lo ra tio n  in  A lask a  a n d  o th e r  s ta te s ,  c re a tin g  a  g re a te r  deg ree  
of n a tio n a l e n e rg y  self-su ffic iency .

D ue to  th e  h ig h  tra n s p o r ta t io n  c o s ts  a s so c ia te d  w ith  s h ip p in g  A lask a  N orth  
S lope c ru d e  oil to  G u lf C o a s t s ta te s  th ro u g h  the  P a n a m a  C an a l, th e  w ellhead  
p rice  o f oil is  re d u c e d . S in ce  A la sk a  oil c a n n o t  b e  ex p o rted , it is  so ld  a t  a  
d is c o u n t  p rice  o n  th e  W est C o a s t to b e  p rice  co m p etitiv e  w ith  C a lifo rn ia  
c ru d e . T h is  s u rp lu s  o f oil d e p re s s e s  th e  v a lu e  of A lask a  a n d  C a lifo rn ia  oil, 
a n d  s u b s e q u e n tly  h a s  a  negative  im p a c t on th e  eco n o m ies  in  b o th  s ta te s .  
L ifting th e  b a n  w ould  a llev ia te  th is  s u rp lu s ,  ra ise  th e  b a r re l  p r ic e s  of a ll oil. 
a n d  in c re a se  S ta te  re v e n u e s .

At a  co n se rv a tiv e  e s tim a te . A lask a  w ould  g a in  from  b illio n s  o f  d o lla rs  in  
a d d e d  re v e n u e  a n d  eco n o m ic  b en e fits . E x p o rtin g  oil w o u ld  fo s te r  m o re  oil 
ex p lo ra tio n  a n d  d e v e lo p m e n t by m a k in g  v e n tu re s  d e e m e d  eco n o m ica l r isk y  
u n d e r  c u r re n t  p ro d u c tio n  v a lu e s  m o re  lu c ra tiv e . Oil e x p o rt w o u ld  a lso  h e lp  
to  o ffse t th e  U n ited  S ta te s ’ tra d e  deficit.

T h e  p o te n tia l  v u ln e ra b ility  o f th e  U nited  S ta te s  to  e m b a rg o e s  - w h ic h  led  to 
th e  im p o s itio n  o f th e  b a n  - h a s  b e e n  g rea tly  m itig a ted . P re s id e n t B u s h  
p a r tia lly  lifted  th e  b a n  on C a lifo rn ia  oil ex porting , p ro v in g  th a t  n a t io n a l  
s e c u r ity  a n d  s c a rc ity  o f d o m e s tic  oil no  lo n g er o u tw e ig h  p o te n tia l  eco n o m ic  
g a in s . T h e  N o rth  A m erican  F ree  T ra d e  A g reem en t h a s  fu r th e r  re in fo rc ed  
th e  n ee d  to  re p e a l th e  A lask a  oil e x p o rt b a n  a n d  P re s id e n t C lin to n  
a n n o u n c e d  la s t  s u m m e r  th a t  h e  w ould  s u p p o rt a  re p e a l of th e  b a n . C learly , 
th e  tim e  to  lift th e  b a n  is now .

I u rg e  you  to  s u p p o r t  S JR  3 . Lifting th e  b a n  on  e x p o rtin g  oil is  c r itic a l to  th e  
fu tu re  eco n o m ic  s e c u r ity  o f o u r  s ta te .

S p o n s o r  S t a t e m e n t
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The D epartm en t of Com m erce and Economic D evelopm ent supports  
passage o f S enate  Jo in t Resolution No. 3.

The A laska N orth Slope export ban  is a  significant b a rrie r  to investm en t 
in th e  region.

In a  recen t study  com m issioned by the d ep artm en t to u n d e rtak e  an 
analysis  of the A laskan  oil and  gas industry  w ith  regard  to th e  S ta te ’s 
a ttrac tiv en ess  to the  in d u stry  in th e  cu rren t clim ate, tho co n su ltan ts  
found:

T h e  f e d e r a l l y - i m p o s e d .  A l a s k a  N o r t h  S l o p e  E x p o r t  b a n ,  

w h i c h  h a s  b e e n  i n  e f f e c t  s i n c e  t h e  f i r s t  p r o d u c t i o n  f r o m  t h e  

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

t h e  N o r t h  S l o p e  o i l  f r o m  b e i n g  s o l d  i n t o  t h e  h i g h e s t  v a l u e  

m a r k e t s ,  i n  p a r t i c u l a r  J a p a n  a n d  K o r e a .  T h i s  b a n ,  w h i c h  

h a s  b e e n  t h e  s u b j e c t  o f  o n g o i n g  d e b a t e ,  a s s u m e s  c r i t i c a l  

i m p o r t a n c e  i n  a  p e r i o d  o f  s o f t  o i l  p r i c e s .

This resolution supports  all efforts to obtain passage of federal 
legislation perm itting  th e  export of A laska N orth  Slope crude oil, 
regard less of th e  point of production w ithin th e  s ta te .

W illiam L. H ensley, Com mispfoner 

D ate: I  ■ / % ,  / ^ ^ )

WLH/GL/dgl334pp.gl D e p a r tm e n t  P o s i t io n
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L e g is la tive  Research A gency

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

130 Seward Street, Suite 218
Juneau, Alaska 99801-2196

M EM O RA N D U M

TO Senator Johnny Ellis

FROM Linda J. Snow 
Legislative

RE C u rren t D evelopm ents R egard ing  the Federal Ban o f the E xport of N orth Slope 
C ru d e  Oil
Research Request 95 070

You asked us to provide an update on current developments regarding the federal ban on exporting 
North Slope crude oil The following is a summary o f recent developments in the courts and in the 
U.S. Congress

Litigation

rite state has two lawsuits in progress challenging the ban In a suit tiled in federal district court1, 
the state alleges that the ban violates the tenth amendment, the guarantee clause, and the port 
preference clau j f  the U S Constitution On March I, 1994, the district court granted the 
United States' motion for summary' judgement, finding the ban constitutional The state has 
appealed the ease to the ninth circuit court, both parties have submitted briefs, and oral argument 
is pending*’

'Slate v Brown. United States District Court, A92-364-CV (JNVS), Ninth Circuit Court 
o f Appeals No 94-35686

•’See Attachment A, a summary' o f the ease prepared by Joanne Grace, Alaska assistant 
attorney general. Anchorage

Research

Alaska State Legislature

January 20, 1995



In a suit filed in the federal claims court’, the state is seeking S2.5 billion for a fifth amendment 
taking4 The claims court recently lificd a two year stay o f  the case, and the United States filed a 
motion to dismiss Both parties arc currently briefing that motion’.

S en a to r  Ellis
January  20, 1995
P age  2

F edera l  Legisla tion

Senate Bill 70, and corresponding I Iolt.c Bill 70 have been submitted to Congress this session and 
arc currently in committee These bills call for an end to the ban on the export o f  North Slope oil, 
and providing that the oil be transported to market by U S flagged vessels. Attachment B is a 
copy o f SB 70 According to Mark Dinnccn o f  the Governor's Washington. D C office, the 
prospects o f  the ban being lificd have increased due to the Alaska congressional delegation's 
position in the majority, and as chairs to several influential committees this session Mr Dinnccn 
also stated that British Petroleum and the U S maritime unions were supporting the bill this 
session As opposition to the bill, Mr Dinnccn named the west coast refineries, the state o f  
California, and U S automobile manufacturers'4 A U S Department o f  Energy study o f  the costs 
and benefits o f the ban was released in June o f  1994, and was supportive o f  tilling the ban’

I hope this information is helpful to you If you would like further assistance, please don't hesitate 
to call us Also, you could contact directly Mr Dinnccn at (202) 624-5858 or Ms. Grace at (907) 
269-5100

'State v UnitedI S lates. United States Court o f  Federal Claims, 92-3141 (Oil Export
Ban]

’The fifth amendment docs not allow the government to take property without 
compensation The state is claiming that the federal government is restricting the markets where 
Alaska can sell its royalty oil, thereby rendering that oil o f  lesser value than it would have in a 
world market The state is requesting compensation for its loss o f  revenue due to  the export ban

’Sec Attachment A, a summary o f the case prepared by Joanne Grace, Alaska assistant 
attorney' general. Anchorage

' According to Mr Dinnccn. west coast refineries will have to pay world market price 
o f North Slope oil if the ban is lificd, impacting the economy o f  California Also, U S  automobile 
manufacturers would like to see the balance o f trade improve because o f  more automobile exports, 
not oil exports

1 Exporting Alaska North Slope Crude Oil: Benefits and Costs, U S Department o f  
Energy, June 1994. DOE-PO-0025



S u m m a ry  o f  Oil E xpo rt  Ban  Eitignlion, 
p r e p a r e d  by J o a n n e  G race ,  A laska  A ss is tan t  A t to rn e y  G e n e ra l
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ntato v. Brown. United Staten District Court, A92-364-CV (JW8), 
Ninth "circuit Court of Appenlo No. 94-35686; Btato v. United 
Btatoo, United States Court of Federal Claims, 92-3141 [Oil Export 
B a n ] .

SUMMARY O F  C A g £ i

In 1992, the State filed two lawG«*itn against the United 
States to challenge tho ban on tho export of North Slope crude oil. 
Tho State filed one case in the federal district court in 
Anchorage, alleging that the ban violate* the tenth amendment, tho 
guarantee clause, and the port profe. ance clause of the U.S. 
Constitution, and one case in the Court of Federal Claims, seeking 
$2.5 billion compensation for a fifth amendment taking. The State 
is represented by Hirch, Horton, Bittner 6 Chorot.

The claims court stayed the takings case for two yearn for 
procedural reasons, but recently lifted the stay. The United 
Staton filed a notion to dismiss, which the parties are briefing.

Tn tho district court case, the court granted the United 
States' motion for nummary iudamorit on March 1, 1994, findinq the 
ban constitutional. The state has appealed to the ninth circuit, 
and the parties have briefed the appeal and arc awaiting oral 
argument.

4
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Exports of Alaskan North Slope Oil 

104th Congress, First Session



INSTATE Of ALA5KA-DC 5 1-20-9b : 3 J47PM ! 202624^057- 907 463 3351:« 2

II

104th c o n g r e s s  
I b t  S e r a i o n S .  7 0

To parmit export* of certain domoatieally produced crude oil, and for other
p u rp o r t .

IN THE SENATE OF THE UNITED STATES
JA.WAirr 4,1B9B

M r. D o u t  (for .Mr. M u iu to w sta ) (for hirnaalf. M r. B r r a u x ,  Mr. flT rvrN B , 

a m i M r. I lxnj j*) Introduced th e  fo llo w in g  bill; which w as read  twice a n d  

referrad to  the Com m ittee o n  R ank ing , H o u a in g  a n d  Urban Aflkira

t ' i

A  B I L L

To perm it exporta o f certain  domestically produced crude 

oil, and for o ther purposes.

1 l ie  i t  e n a c ted  by the  S e n a te  a n d  H o u se  o f  H e p r tse n ta -

2  l iv e s  o f  the U n ite d  S ta te s  o f  A m e r ic a  in  C ongres% a sse m b le d

3 SUCTION 1. EXPORTS OF ALASKAN NORTH SLOPE Oil*
4 Section 28 of the Act entiUed "A n Act to prom ote

5 the m ining of coal, phosphate, oil, oil shale, gas, and  so*

6 diuru on the public dom ain” , approved F eb ruary  25, 1920

7 (commonly known as the "M ineral Leasing A ct") (30

8 U.S.C. 185), is am ended—

9 (1) by strik ing  subsection (») and inserting  the

10 following:

I



2
1 "EXPORTS O F  ALASKAN NORTH S L O P E  OIL

2 " ( b) (1) Subject to paragraphs (2) and  (3), notwith-
t

3 standing any other provision oP law (including any rcgula-

4 tion), any oil transported  by pipeline over a  right-of-way

5 granted p u rsu an t to section 203 of the  T rans-A laska Pipe- 

• 6 line A uthorization Act (43 U.8.C . 1652) m ay be exported.

7 "(2) Except in the case of oil exported to a  country

8 pursuan t to  a bilateral international oil supply agreem ent
•

9 entered into by the U nited S tates with tho country  before

10 Ju n e  25, 1979, or to  a  country p u rsu an t to  the  In ter-

11 national Em ergency Oil Sharing Plan of th e  In ternational

12 Energy Agency, the oil shall be transported  by a vessel

13 docum ented under the laws of the U nited S ta tes  and

14 owned by a  citizen of the United S ta tes (oa determ ined

15 in accordance with section 2 of the Shipping Act, 1916

16 (46 U.S.C. App. 802)).

17 "(3 ) N othing in this subsection shall restric t the au-

18 thority  of the P resident under the Constitution, the In tcr-

19 national Em ergency Economic Powers A ct (50 U.S.C.

20 1701 et seq.), o r the N ational Emergencies A ct (50 U.S.C.

21 1601 et seq.) to  prohibit exportation of the oil.” ; and

22 (2) by strik ing  subsection (u).

StNF 0Y:STAT6 OF AlASKA-DC : 1-20-95 : 3U7PM ; 2026245857- 907 463 3351!# 3



' ‘ * 3
1 SEC. 2. EFFECTIVE DATE.

2 This Act and the amendments made by it shall take
• 1 . I

3 effect on the dato of enactment.

O

• • -
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T h e  A n c h o r a g e  T i m e s
I'ublhher: HILL I. ALLEN'Unlieving in .llatkant. pulling Alatka iinl"

■inn  ^ N M S F H A D L tV . I* SU L  IEN K IN S  W ILL IA M  I TD IIIN  
v  ■ niw i - i i . i  nnt*ix«Tk in inn wwtMniiM Km Ancronnr uuiiv now mu n-nr-vni in i f -  m,.i v m  ii i* wnnrn wiu ounuthau unocr tn «cwnvni with lormtt im rni ol 
i i»« m imi u u -tw it o l ( in -w r v in i tu jt rn i iv o l vivwtmnu in in* oimniu fiiiv

AS TIIE CLINTON administration seta out to do yet another 
stuav of the erfccts of the ban against exporting Alaska's North 
Slope oil. we ormg to your attention two other recent economic stud­

ies ot the subiect: one waa prepared last year by the Alaska Depart­
ment ot Revenue. The other, soil in droit form, is the work of Eco­
nomic Insight, Inc.. a Portland. Ore.. economic consulting tirm.

Both anaivses come to the same conclusion: the prohibition on the 
••xport of Alaska oil is detrimental to both Alaska and California oil 
pronucuon ana economies, and more important, to the nauons long- 
•erm enenry ^'cuntv.

The Pan tlies in the face of market eifiriencv and is a classic ex- 
unpie ot ooliucal rather than economic reasoning. ’ is how the Alas­
ka report sums it up.

The arufiaai uihibiuon of U.S. oil production has severe conse­
quences for jobs and economic growth." says the Portland study.
"The cost could be as high as $200 billion and amount to hundreds of 
thousands of well-paid jobs m  petroleum development, oil field ser­
vices. manufacturing and transportauon."

Stated simply, both studies conclude thrt the ban results in an on- 
^urng oversupply of heavy crude available for reonenes on the West 
Coast. That oversupplv reduces the market vaJue of Alaskas and 
< \ilifomias production.

If Alaskas oil were tree to compete on the world market and. say. 
•*? sold in Japan, the wellhead value for each barrel of oil produced 
n Alaska would increase by an estimated $l-to-$5 per oanei.

The total impact of this additional value per barrel, according to 
the state stuav. would be in the neighborhood of just unaer $200 mil­
lion in aadiuonai state revenues, almost $300 million for the federal 
K'ovemment and more than $500 million for the producers.

Both studies project that the incentive of a better return for the 
producers would mean additional investments to explore for new oil 
in remote areas of Alaska and would provide more impetus for the 
industry to undertake the more costly development of reservoirs 
-tuch as the West Sak field.

Tie oil industry has aircadv invested some $67 billion developing 
.\i iska ou fields and transpori-iUon facilities, the Portland study 
notes Continuation ot the export ban —  and thus the disincentive to 
produce .Alaska oil —  diminishes the prospect that additional signifi­
cant investments will be made.

Tie export ban ot oil threatens to inhibit the development of as 
much as 10 billion barrels in /Alaska and California over the next 
vrverai decades. * says tho report. In an era of budget deficits and 
constrained public spending “it is nothing leas than thickheaded tm- 
erviousneas' to continue the ban. it oondudea.

Let's tru s t President Clinton s team  can come tn the  some condu-

B a c k g r o u n d  ^



O i l  e x p o r t  b a n

T h e  e n d  i s  n e a r ?

It was a bad 
Idea then, and 
i t ’s a bad idea 
now. A laskans 
knew that the 
export ban on 
N o rth  Slope 
crude was the 
price they had 
to  pay fo r 
c o n g r e s s i o n a l 
approval of the 
t r a n s - A l a s k a  

pipeline. A coalition of unions, businesses, and some 
environmentalists demanded the ban

While the ban was alternately displayed as a 
matter of national security in response to the ’70s oil 
shortage ( "Le t 's  keep that o il hom e") and 
environmentalism ("Let's keep foreign tankers out of 
Aluska's pristine waters"), the real issue was jobs and 
dollars. U.S. maritime unions and their allies knew 
they would benefit m ightily.

Two decades later Alaskans and the oil companies 
s till are underwriting the cost of the ban. Yet it now 
appears the Clinton administration has decided the 
price tag is too high for the country.

A preview of the administration's long-awaited 
export ban study highlights the benefits of a policy 
change. What benefits? How about 7.000 new oil 
industry jobs in California and Alaska. How about, if 
American ships transport the oil abroad. $86 m illion 
to the state treasury and $153 m illion  for the oil 
companies every year' How about an additional $284 
m illion to the federal Treasury, mostly from higher 
r i l  taxes?

if  that's not enough, how about reducing our trade 
deficit w ith  Japan? Or how about reducing the glut of 
cheap oil on the American West Coast, which hurts 
Alaska?

Trade Representative Mickey Knntor has been 
attempting to reduce Japanese barriers to American 
trade for 16 months. Yet here's an irrational naval 
blockade that Americans created themselves, a 
oarrier that hurts both the United States and Japan 

The export ban was a shaky proposition in the '70s 
It's indefensible now. even if  the Senate Banking 
Committee recently succumbed to special interest 
pleading and voted to extend it another four years 

President B ill Clinton and Congress should act 
boldly. They should ban the ban when it comes to the 
floor of Congress for a renewal vote. And they should 
let Alaska oil travel to where it w ill do the most good 
and get the best price.
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O I L :  E x p o r t i n g  A l a s k a  c r u d e  m a y  p a y

I , I •*,

I f  o i l  

i s  s o l d  

a b r o a d
Feds see more 
jobs, revenue
By DAVID WH ITNEY
j a  w News feooner

W A S H I N G T O N  -  L i f t i n g  
t h e  b a n  o n  t h e  e x p o r t  of  
N o r t h  S l o p e  o i l  w o u l d  l end  
•o h i g h e r  r e v e n u e s  f o r  A l a '  
/ .u.  C a l i f o r n i a  a n d  t h e  f e a o r
a .  g o v e r n m e n t  w h i l e  a t  tr* 
s a m e  t i m e  a d d i n g  m o r e  t h a n  
11.000 j o b s  t o  t h e  c c o n o m v  
t h e  E n e r g y  D e p a r t m e n t  s a i d  
sn a l o n g - a w a i t e d  r e p o r t  
T h u r s d a y

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

B u t  t h e  r e p o r t ,  h e l d  up 
f o r  r e v i s i o n s  f o r  w e e n s  c y  
t h e  W h i t e  H o u s e ,  m a d e  n o  
r e c o m m e n d a t i o n s .  I t  c a m e  . 
w e e *  a f t e r  P r e s i d e n t  C i i n t o :  
m e t  w i t h  l a w m a k e r s  t ror r  
oil* a n d  g a s - p r o d u c i n g  s t a t e s  
a n d  v o i c e d  w i l l i n g n e s s  t o  
c o n s i d e r  l i f t i n g  t h e  o a r .  
C l i n t o n  n e e d s  m o r e  t i m e  t o  
f u l l y  e v a l u a t e  t h e  i s s u e  oe-  
f o r e  h e  m a k e s  a  r e c o m m e n ­
d a t i o n  t o  C o n g r e s s ,  t h e  E n e r ­
g y  D e p a r t m e n t  s a i d  m  a 
w r i t t e n  s t a t e m e n t

C o n g r e s s  h a s  b a n n e d  t h e  
e x p o r t  o f  N o r t h  S l o p e  on  
s i n c e  p a s s a g e  o f  t h e  1973 l a w  
a u t h o r i z i n g  c o n s t r u c t i o n  of 
t h e  8 0 0 - m i l e  t r a n s - A i a s k a  
o i p e i i n e  T h e  p i p e l i n e  now 
c a r r i e s  a b o u t  1 6  m i l l i o n  o a r  
r e i s  o f  o i l  f r o m  P r u d h o e  B n v  
t o  t a n k e r  l o a d i n g  d o c x s  m  
V a i a c ;

M os t  o f  t h a t  o i l  is  s o l d  1c 

Please see Bacx Paqc OIL

Continued from Page A-l

We s t  C o a s t  r e f i n e r i e s ,  s o m e  
o f  w h i c h  a r e  o w n e d  b y  
N o r t h  S l o p e  p r o d u c e r s

B u t  a D o u t  250 .000  B a r r e l s  
.i d a v  a r e  t r a n s p o r t e d  at  
h i g h  cos t  t o  G u l f  C o a s t  r e f i n  
e r t c s  T h e  t h e o r y '  is  t h a t  if 
t h a t  oi l  c a n  b e  s o l d  t o  J a p a n ,  
t r a n s p o r t a t i o n  c o s t s  w i l l  
d r o p ,  f e d e r a l  a n d  s t a t e  r e v e ­
n u e s  w i l l  g r o w ,  a n d  t h e r e  
w i l l  be  m o r e  m o n e y  t o  i n ­
v e s t  i n  o i l  p r o d u c t i o n  t h a t  
w i l l  p u t  m o r e  p e o p l e  t o  
wo TK

Tr.e ch ie*  o p p o n e n t  t o  l i f t  
m e  t n e  Dan  in t n e  p a s t  n a s  
o e e n  t h e  U S  m a r i t i m e  
u n i o n s ,  b u t  t h e y  a g r e e d  t h i s  
s p r i n g  t o  s u p p o r t  e x p o n s  a.  
l ong  a s  t h e  o i l  i s  m o v e d  on  
U S  t a n k e r s  m a n n e d  b y  
A m e r i c a n  c r e w s

T h e  b i g g e s t  o b s t a c l e  t o  
l i f t i n g  t h e  b a n .  h o w e v e r  
m a y  o e  i n t e r n a t i o n a l  t r a a e  
c o n c e r n s .  T h e  W h i t e  H o u s e  is  
c o n c e r n e d  t h a t  a u t h o r i z i n g  
e x p o n s  o n l y  o n  U S  t a n n e r s  
w o u i d  b e  v i e w e d  a s  p r o t e c ­
t i o n i s t  j u s t  a s  a  n e w  r o u n c  
ot  t r a d e  t a l k s  t o  e l i m i n a t e  
fore ic r .  s n i p - c u t l d i n g  s u o s i -  

i r e  a o o u t  t o  oc g i r .
S t ; . ,  t n e  n e a r  w i t h  tr .t  

m a r i t i m e  u n i o n s  a n d  nov. 
t n e  E n e r g y  D c p a n m c n t  re- 
p o n  g i v e s  A l a s k a  t h e  o e s t  
c n a n c e  i t  s e v e r  h a d  in  C o n ­
g re s s  t o  l i f t  t h e  Dan .  s a i d  
J o h n  K a t z .  G o v  W a l l y  H i c k -  
el  s  t o p  a i d e  i n  W a s h i n g t o n

A n a  H i c k e l  s a i d  i n  a  w r i t ­
t e n  s t a t e m e n t  T h u r s d a v  t h a t  
w h i l e  n e  w a s  p l e a s e d  w i t h  
t h e  E n e r g y  D e p a r t m e n t  • 
f i n d i n g s .  A l a s k a  w o u l d  s t il l 
p u r s u e  i t s  £2 5 b i l l i o n  l a w ­
su it a g a i n s t  t h e  f e d e r a l  g o v ­
e r n m e n t  o v e r  t h e  e x p o r t  
oar.

" W e  i o o k  f o r w a r d  t o  t h e  
d a v  t h a t  * n e  b a n  is  l i f t e d  
a n d  A t a s n a  is  t r e a t e d  t h e  
s a m e  a s  e v e n '  o t h e r  s t a t e  o v  
b e i n g  a l l o w e d  t o  e x p o n  i t s  
r e s o u r c e s  t o  o u r  m o s t  a p p r o

p r i a t e  m a r k e t s . "  H i c k e l  
s a i d

T h e  i s s u e  w i l l  p r o b a b l y  
c o m e  u p  on  t h e  S e n a t e  f l o o r  
l a t e r  t h i s  m o n t h  w h e n  t h e  
e n n m o e r  t a k e s  u p  t h e  E x p o r t  
A d m i n i s t r a t i o n  A c t  In  1984, 
t h e  S e n a t e  k i l l e d  a  m e a s u r e  
t o  l i f t  t h e  b a n  o n  a  70-20 
v o t e

A l a s k a ' s  c o n g r e s s i o n a l  
d e l e g a t i o n  s a i d  i t  w a s  d e ­
l i g h t e d  w i t h  t h e  s t r e n g t h  of 
t h e  E n e r g y  D e p a r t m e n t  s 
s t u d y

T h e  o n i v  s o u r  n o t e ,  s a i d  
S e n  T e d  S t e v e n s ,  w a s  t n e  
d e p a r t m e n t  s r e a f f i r m a t i o n  
o f  t h e  a d m i n i s t r a t i o n  s o p p p  
s i t i o n  t o  o p e n i n g  t h e  A r c t i c  
N a t i o n a l  W i l d l i f e  R e f u g e  t o  
d r i l l i n g

D e p u t y  E n e r g y  S e c r e t a r v  
Bi l l  W h i t e  r e p e a t e d  t h e  C l i n ­
t o n  a d m i n i s t r a t i o n ' s  c o m ­
m i t m e n t  n o t  t o  d e v e l o p  t n e  
r e f u g e ,  or o t h e r  e n v i r o n m e n ­
t a l l y  s e n s i t i v e  a r e a s  o f  t h e  
O u t e r  C o n t i n e n t a l  S h e l f  

" T h i s  a d m i n i s t r a t i o n  n a s  
Oeen v e r v  c o n s i s t e n t  i n  i t s  
o p p o s i t i o n  t o  o p e n i n g  u p  t h e  
o n s h o r e  w i l d e r n e s s  a r e a  
to new  d r i l l i n g . "  h e  s a i d  

R e c  Don Y o u n g ,  w h o  n a s  
scr . ‘ C lin to n  .* l e t t e r  s i c n e c  
o'- *>•* o i l ie r  l a v v m a x c r s  
u rcm g  m s  s u p p o r t  :o r  l i f t in g  
tne o a n .  c a l l e d  t h e  r e p n r  
t r e m e n d o u s  s t e p  f o r w a r a  in  
o u r  l o n g  b a t t l e . ”

In t h e  f ace  o f  t h i s  r e p o r t ,  
i t s e e m s  c l e a r  t h a t  t n c r e  i 
n o  r e a s o n  f o r  t h e  b a n  t o  l a s t  
. i n o t n e r  d a y . ”  S e n  F r a n k  
M u r x c w s k i  s a i d

B u t  s u o s t a n t i a l  o p p o s i ­
t i o n  r e m a i n s  L e n d i n g  i t  i t  
t n e  C o a l i t i o n  t o  K e e p  A l a s ­
k a  O ; .  m a d e  u p  o f  l a b o r  
u n i o n s ,  c o n s u m e r  g r o u p s  a n d  
i n d e p e n d e n t  r e f i n e r s  L a s :  
m o n t n  t h e  g r o u p  r e l e a s e d  i f  
o w n  s t u a v  r c o u t i n g  m o s t  of 
t n e  o e n e f i t s  c l a i m e d  b y  t h e  
Lnc rg*  D e p a r t m e n t  r e p o r t  

C o a . t t i o n  d i r e c t o r  H o w a r d  
M a n o u e  c a l l e d  t h e  r e p o r  

n r r D o s t e r o u s  "

The E ne rgy  D epanm e r . 
has used outdated and  unr< 
a l is t ic  a s s u m p t io n s  tha  
don 't come close to s u p p o r  
in g  its conc lus ions ."  he sa ic 
“T h is  m ay  p la y  w e ll fo r 2 
hours A fte r  that, the stuo 
w i l l  run up  a ga in st the rea l, 
ties that l i f t in g  the ban w i .  
create econom ic h a rm  on tn 
West Coast "

A m o n g  the key  f in d in g  
of the s tud y , p repared  afte 
a series of p u b lic  h e a rin gs  i. 
C a lifo rn ia  and A la s k a , ar 
that l i f t in g  the ban w o u ld

•  Not ra ise gaso iin e  price 
suD stan t ia iiy  on the We 
Coast anc  presents r.o en\ 
ronm en ta . concerns

•  B r in g  A la s ka  at lea ; 
S700 m i l l io n  and pe rhaps  i 
m uch as £1 6 b i l l io n  in  ad ti 
t io n a l revenues  o v e r  t h  
next s ix  years The  increas 
w o u ld  accrue because lo w r  
tran spo rta t io n  costs w ou l 
increase the w e llh e a d  prit 
o f tne o il

•  M ean  iess A la s k a  o ; 
f lo o d in g  tne West Coast mn 
k e : T hat w o u ld  be an ince: 
t iv e  to o : i p roduc tion  fro r 
o il f ie ld s  in  C a lifo rn ia , ar 
d in g  as rr.ucn as £23u  m ilu t  
to C a lifo rn ia  s state treasu* 
ove r tne next s in years

•  I n c r e a s e  o i l  c o m p a n  
p r o f i t s  o v  m o r e  t h a n  £1 o .  
l i o n  b y  t h e  y e a r  200<J

•  A d d  as m uch as S5f- 
m i l l io n  to the n a t io n  s G ro ; 
Dom estic  P roduct b y  tne er. 
o f the decade U s in g  L ao : 
D c p anm cn t f igu re s  that e 
t im a te  one new  jo b  fo r ever 
$50,000 increase in  the G D ! 
the E ne rgy  D cp anm cn t sai 
t o t a l e m p lo y m e n t  w o u . 
c lim b  bv as m an y  as I2.2< 
toos Joo g a in s  c o u ld  t 
much h igher : f  the w o n  
price  ot ow c iim bs

The Associated Press cor 
trtbufed to this story.
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E x p o r t  b a n  i s  C o n g r e s s ’ s  t o  l i f t ,  D O E  s a y s
Lifting restriction would create between 16,000 and 25,000 jobs in United States
Fly A B STODDARD
‘ 1/lM' 1 I l
U \ S I I I N i ;  I ( *N 1 'ns ldcn t (. 'l inlnii 

i . n"t | i l ,m ii ’ ii/: ' ii l i f l  tin' ban oil expo rts
■ •I A la skan  m| | In executive Midi i .'ind 
m i l  v. ni l Im v m i |( w i l l i  Congress mii the
i .i i* . ii D i ’j i iu iini'i i l id Energy o f f ic ia l

■i>l l lm rsd .n
lit can •• Mir " I  w in  iital Itini, w li id i 

!•" Is tin >>.s p o i l  id ■ nidi' fintii Al is
I l * J i • I III Mil l| . is 'A Mill 'l l j til II Ml 
in.mi;  iliIfi*ri ni I.i a n i i  ’a • i i i Id lii* <1 iffictt lt 
l " i  tin po -xbhn t In Ji|t it liv mi I'ttpi'ti 
ti •• nu l l  t in i i in lm t : in Mill U'hili', di'|nt
' i'iiii|itv m i  t i-t ;tt y

i tilt l. iv y i i s  ", iId Ili;it this un i la te ra l 
•Ii i i'.inii v .is nut .inn til ing dint was 
. i. il i li ' ," White said il l ;i I«'Ii*|»Ii»iho lilt>*f
■ ii ;'. fm i l l  M i - t i n ; ,  wlii'ii' he is p a r t l r i  
(• iting il l siii I’ ln i i ; ;  i nnfi' li ' ini' with
U'1-.' l . l l l n ( ( j |  I II

ll ' ii u mi him: with Congress tn legis 
I.ili> I i r j i i  il " I  ll i i' hail remains 11 
I i j i l ' i l ;  Im Mi, • 11ii ii• i n . i i im i U l i i l i -

-Ml
I ibtii l lb  • "iiii ih ii i i it l i . it  i'. going 

i "  In it tIn* fi-Ii i I in ; . igr iu la In Im 
ii Mill! mii v In n I get h a r k . "  In' -aid 
Ib f . ld i ' t i t  < UmIhii nnii' ii ii iml hi', i mii

Those who want to keep 
the ban in place include 
members of the shipping 
industry who fear job loss 
as a result of Alaska oil 
being exported on foreign 
ships or ships being 
repaired abroad.

d i l ion . i l  MippMtt fu r l i f t ing  the ban at a 
June lb meeting with the lawmakers  
from  o i l  and gas producing states Hi* 
said potentia l Made compl lent Ions in 
vn lv ing p rov is ions in the Genera l Agree- 
nien! on T a r i f f s  and Trade find concerns 
about Hip sh ipbu i ld ing industry  had 
In wo rked mil w ith  o ther countries 

White said that while the trade ijues 
l ions  s t i l l  P'tsis* progress has been 
made and the iduii i i is trntion w i l l  "w o rk  
on legis lat ion 'Ac CHI get th rough "  the 
lies! Collgres-.

The Energy Department released n 
report In June that said l i f t ing  the ban 
would create between 10,000 and 25,000 
Jobs in the United Sta tes os we l l  os 
increase o i l p roduction in C a l i fo rn ia  and 
A la ska  by IOO,OFHI to 110,000 ba r re ls  per 
dav.

Most sma l l C a l i fo rn ia  o i l  producers 
argue that A la ska  crude f loods the C a l i ­
fo rn ia  market and depresses o i l  prices 
the re . A l low in g  A la s k a  o i l  to  f l ow  
abroad , they ray . wou ld  create more 
demand fo r  C a l i fo rn ia  crude and in tu rn 
raise the s la te 's  o i l prices

Those who want to keep the ban in 
place Include members o f  the shipping 
industry  who fea r Job loss as a resu lt o f 
A laska  o i l  being expo rted  on fore ign 
ships o r  ships being repaired abroad . 
However , the m a jo r  m a r i t im e  unions 
announced this summer that they wou ld  
support a li ft o f  the ban i f  the r ru d e  was 
shipped on J o n e j  Act vessels — those 
bu i lt , owned and c iewed hv American 
merchant seamen

Some re f in e r ;  who cu r ren t ly  use Ala* 
ka o i l  a ls o  oppose l i f t in g  the ban be 
cause o f  the cos t ly  recon figu ra tion  the ir  
re f iner ies wou ld  requ ire  to switch to

Ca l i fo rn ia  crude, which has n d i f fe ren t 
qua lity .

A lthough A laska 's congress iona l de le ­
gation has stated that a Republican 
m a jo r i ty  In Congress w ou ld  he lp  the bid 
to l i f t  tfie ban, White declined to  sny 
how G O P  contro l w ou ld  a ffect the Issue.

Howard Marlowe, d i rec to r  o f  the Co ­
a l it ion  to Keep A la sk a  O i l  — which 
opposes l i f t ing  the ban — said the new 
Republican m a jo r i ty  is not necessari ly 
going to affect the m ove to  repea l the 
export ban.

"The fact is that a s ignif icant p a r i  o f  
tb r opposit ion in Congress w i l l  come 
f rom , and has a lw ays  come f rom . Repub ­
licans," Marlowe said.

The Republican A la sk a  de legat ion — 
with Rep Don Young and Sen. F ronk  
Murkowsk i l i k e ly  to  cha ir the Na tu ra l 
Resources committees fo r  both chambers 

has stated thev w i l l  attach a l i f t  o f  the 
ban to the rcau tno r ira t lon  o f  the Export  
Administration Act 

"Th is pa r t icu la r  e lection places the 
A laska de legation In posit ions o f  power 
which w i l l  give them Increased op p o r tu ­
nity to move an export p roposa l . '  Mar 
lowe said
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THE ALASKA NORTH SLO PE  CRUDE O IL  EXPORT HAN R E V IS IT E D  1 9 9 2

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

Numerous articles ana a n a lyse s have oeen p r e p a r e d  examining 
one A l a s x a  M o r o n  Slope (ANS) Cruae Oil Export: Ban (Higgins and 
Jenkir.s-Smith, Cussing et. a i ., ana one U.S. D e p a r t m e n t  of Energy) . 
P olicy analysis of one issue has a t t r a c t e d  e c o n o m i s t s  of many 
diffe r e n t  stripes b e c a u s e  the b a n  flies m  the face of market 
e f f i c i e n c y  ana is a c l assic e x a m p l e  of p o l i t i c a l  rather than 
ec o n o m i c  reasoning.

In this short p a p e r  it is not m y  intent to r eview in d e p t h  the 
reasons why lifting the e x p o r t  make s eco nomic sense, ra ther I will 
attempt to illustrate by use of a simple g l obal oil price 
e q u i l i b r i u m  model, what I b e ’ieve the impact of the ban has been on 
U.S. West Coast oil p r i c e s  and 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  ana Alaska, and on public revenue.

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

Che export of ANS was r e s t r i c t e d  as par t of the legislation 
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 C r a n s - A l a s k a  P i p e l i n e  System 
(TAPS). The 900 mile long CAPS s t r e t c h i n g  from A r c t i c  Alaska's 
N o r t h  Slope to the ice free t i d e w a t e r  port of Valdez provided 
ma r k e t  access to the su per giant P r u d h o e  Bay oil field. Over the 
years the r e s tricti ons have been e x t e n d e d  or t i g h t e n e d  n early each 
time the C o n gress  has p a s s e d  trad e legislation.

The national  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 known ana can be s u m m a r i z e d  as follows:

1. H i gher w e i i h e a a  v a l u e s‘for cruae oil p r o d u c t i o n  in Alaska 
and C a l i f o r n i a  c reate the incentive to increase U.S. oil 
p roduction ana e n e r g y  security.

2. Public revenue will increase due to the h i g h e r  wellhead 
value e a sing the F e d e r a l  deficit.

3. U.S. balance t r a d e  w i t h  the Pacific Rim c o u n tr ies would be 
improved.

The reason why the c a n  c o n t in ues even in the face of overwh elming 
economic logic is q uite  simply n a t ional politics.



1. ANS p r o d u c e r s  wr.o curls the raquirea U.S. constr u c t e d  ana 
flagged t a n ker s ts comply with m e  Jcr.es Act requirement that 
oniy suer, tankers can re usea ir. JS coastwise s n i p p i n g  imp ilea 
ray the e x p o r t  ban.

2. Individual Jones Act t anker owners.

2. The canks who finance t a n k e r  construction.

4. The m a r i t i m e  u n i o n s  w h i c h  c r e w  the t a n k e r s .

O t h e r  gr oups favoring the ban i n d u c e :

1. The 'J.S. T e p a r t m e n t  of T e r e n s e  since the can provides an 
off b udget means of s e c uring  a domestic t a nker capaoiiisy.

2. Enviro n m e n t a l  groups who oppose policies whicr. increase 
d o 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 w h i c h  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 antago n i s t i c  t oward free trade 
w i t h  the Pacific Rim, p a r t i c u l a r l y  Japan.

CALIFORNIA CRUDE OIL PRICES
The C a l i f o r n i a  c r u d e  oil m ar ket has d e v e l o p e d  in isolation 

from the rest of the J S . The d e v e l o p m e n t  of s ignific ant reserves 
in the area and the n a t u r a l  c a r r i e r  r epre sented b y  the mountain 
ranges of the w e stern U.S. limited the deve lo 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 
c r u d e  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 each r efin eries by private p i p e l i n e  rather than 
r e g u l a t e d  c ommon carriers.

C a l i f o r n i a  crude oil also tends to be very h e a v y  and of low 
quality. The result of all of these factors has b e e n  a level of 
oil prices b e l o w  w o r i d  m arket levels. The result of the reliance 
on p r i v a t e  p i p e lines  for the m a r k e t i n g  of regional production, has 
b e e n  a t w o - t i e r e d  price struct ure with imported crude at the high 
e n d  a n d  d o m estic p o s t i n g s  at the low end. This occurs because of 
the leverage the 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 truck ing alternative. ( P u r v m  & G e r t c ) .

This institutio nal env ir o n m e n t  depre ssing C a l i f o r n i a  crude oil 
p rices was further impacted by the opening of the TAPS. The West



Coast m a r x e t  was f l c c c e c  cy the surge m  p:cs':c:::r. from Alaska. 
As ANS b egan t3 cacx : : reigr. sour truces cur :: m e  West Coast, a 
West Pease ANS oisccur.t :if of 3uli Pease ANS became evident. 
(F i g u r e  Pne) .

F i g u r e  1. U .S .  Weot C o a s t  C ru d e  O i l  P r i c e s  (1973-1990)

ANS E x p e r t  Page ;

m  ir<  1 tn  i»r» \m  i n  irr» im  m i im* im* im  urn IM* IM- tut im  im*

The s i z e  o f  t h e  d i s c o u n t  became a v e r y  m a j o r  s o u r c e  o f  d i s p u t e  
f o r  b o t h  t h e  t a x  man ( b o t h  t h e  S t a t e  o f  A l a s k a  a n d  t h e  I n t e r n a l  
R evenu e  S e r v i c e )  and  a l s o  t h e  C a l i f o r n i a  i n d e p e n d e n t  p r o d u c e r s .  
E l e m e n t a r y  e c o n om ic  t h e o r y  s u g g e s t e d  t h a t  s i n c e  ANS c o u l d  n o t  be  
e x p o r t e d ,  t h e  p r i c e  o f  o i l  on t h e  Wes t  c o a s t  s h o u l d  be  t h e  p r i c e  a t  
t h e  mo s t  d i s t a n t  m a r k e t  t h e  G u l f  C o a s t  l e s s  t h e  m c r e m e n t a l  
t r a n s p o r t a t i o n  c o s t .

T h i s  t h e o r y  was p u r s u e d  b y  ARCO i n  p r i c i n g  c r u d e  o i l  b oo k ed  
i n t o  i t s  own r e f i n e r i e s .  T h i s  r e d u c e d  t h e  c om p a n y ' s  t a x  l i a b i l i t y  
and  g a v e  them a c o s t  a d v a n t a g e  o v e r  t h e i r  c o m p e t i t o r s  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  o f  m a r k e t  s h a r e  on t h e  Wes t  C o a s t .

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  b y  BP was t h a t  o f  a p r i c e  
l e a d i n g  o l i g o p o l i s t .  BP c o n t r o l l e d  t h e  i n c r e m e n t a l  b a r r e l s  o f  o i l  
w h i c h  met W e s t  C o a s t  o i l  demand .  They u s e d  t h i s  m a r k e t  p o s i t i o n  t o  
n e g o t i a t e  s a l e  o f  ANS b a r r e l s  on t h e  Wes t  C o a s t  i n  e x ch an g e  f o r  
d e l i v e r y  o f  b a r r e l s  t o  t h e i r  G u l f  C o a s t  and  m id  C o n t i n e n t  
r e f i n e r i e s .  The r e s u l t i n g  o i l  - ' r i c e  was l e s s  t h a n  t h e  monopo ly  
o n c e  b u t  c r e a t e r  t h a n  t h e  p e r i  u t i y  c o m p e t i t i v e  p r i c e .  (Log sdon ,  
1985) .



AMS EXPORT HAM AND WEST COAST OIL PRICE EQUILIBRIUM
At :r.e near- : z  z r . a  nrapure ever z r . a  "ccrrect" value for rruae 

:ii ir. C a l i f o r n i a  c u ring m e  '.980' 2 m e  m e  part ANS piayea in
aeterminir.g value was m e  influence :f two r . a m r  institutional
f.ancicaps p l a c e a  cn one cruae oil m a r x e t — the ANS export can, and 
m e  Jones Act. These two carriers have p e n a l i o e a  cil producers on 
the U.S. W e s t  Coast a i r e c t l y  by forcing the ’West Coast marxet to a 
Culf Coast p r i c i n g  basis rather than the m u c h  c loser Pacific Rim 
na r x e t  with the r e s u l t i n g  lower oil price ana at the same time 
reducin g resour ce va lue in A l a s x a  by requiring the use of expensive 
Jones Act tankers.

This d o u b l e  wh a m m y  cn 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  have a d d i t i o n a l  n egat i v e  impacts on the regional and 
national economy. C l e a r l y  the export ban c o m b i n e d  with the Jones 
Act co ntinues to h obble  the e c o no mic p o t e ntial of not only Alaska
out of the e n t i r e  U.S. West Coast.

In the r e m a i n d e r  of this paper I will attempt to quantify the 
impact m  foregone r e ven ue ana barre ls of oil that the ANS export 
can a n a  the Jones Act ha ve r e s ui tea in. The moaei usea to estimate 
the e q u i l i b r i u m  oil p r i c e  on the US Wes t Coast leaves in place the 
Jones Act but allows the export of ANS in foreign tankers.

AMS E x p e r t  ? a a e  4

A SIMPLE WORLD PRICE EQUILIBRIUM MODEL APPLIED TO ANS
The value ana p r o d u c t i o n  effect of the export ban is a. 

function b o t h  of the de adweight loss due to imposition of 
addition al 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  and the pecuniary 
effect the b an has cn ANS West Coast price.

Other stucies have s imply a s s u m e a  that if the export ban were 
liftea 'West Coast oil p rices  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 heoret ical links to the World market 
are e x p l o r e d  a n d  t e s t e d  w i t h  e m p i ric al data.

The model assum es that w o r l d  oil prices (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 Middle 
E a s t e r n  crude oil. All  other  w o r l d  oil producers are assumed to be 
price takers -and p rices will be d e t e r m i n e d  p r i m arily 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 those m a rkets which m a x im ize the w e l l h e a d  value of production 
subject to market c o m p e t i t i o n  w h i c h  insures that in equilibrium  the 
w e l l h e a d  value from all sales is the same.

This model as a p p l i e d  to ANS uses the Pacific Rim 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 lternative  would be to use the landed cosc 
of Middle E a stern crude  oil as the basis for d etermin ing West Coast 
oil prices. This a l t e r n a t i v e  is untidy given the fact that there
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c o n t i n u e s  t o  c e  e x c e s s  
a l t e r n a t i v e  _c  one I c - i  
1362 b y  ARCO.

The r e l e v a n t  : i -  p r i c e  ana t r a n s p o r t a t i o n  p a r a m e t e r s  t o  
c a l c u l a t e  t h e s e  a l t e r n a t i v e  t h e o r e t : c a i  Wes t  T o a s t  p r i c e s  a r e  
c o n t a i n e d  i n  T a b l e  1 ana a r e  t a k e n  f rom  P la c e 's  O ilgram  P rice  
Report, t h e  1992 World Scale  f o r  i n t e r n a t i o n a l  t a n x e r s  and  t h e  
Arne.-lean Tanker Race Schedule . T a n k e r  r a t e s  a r e  b a s e a  cn u s e  o f  
VLCC's a n d  a d j u s t e d  'ey US FRA f o r  t h e  U .S .  f l e e t  and  t h e  Tanker 
" b a r t e r  R e c o r d  s p o t  i n d e x  f o r  t h e  i n t e r n a t i o n a l  f l e e t .  I t  i 3 
f u r t h e r  a s s um e d  t h a t  l u c a i  a n a  ANS a r e  d i r e c t l y  c cm pa raD ie  c r u d e  
o i l s .

s u p p l y  t n  t n e  Wes t  T o a s t .  The f i n a l  
Toa s t  n e t n a c x  a p p r c a c n  f i r c t  s u g g e s t e d  i n

l .  o i l  P r i c o a  an d  T r a n s p o r t a t i o n  C o a t s  S p r i n g  1992
Jan wa r Mav

T i l  P r i c e  (Duba i ) £15. 20/bbi £15 . T0/bmi £17 .50/bb l
T r a n s p o r t a t i o n  C o s t s
V a l d e z  t o  U. S.  G u l f (Jones) 32 ,97/bb l £ 2 .99/bbi £ 3 . 12/bbl
V a l d e z  t o  U. S.  West (Jones) 0.72 0.66 0.76
V a l d e z  t o  U. S.  G u l f ( I n t '  1) 1.45 1.27 1.25
V a l d e z  t o  U . S .  West ( I n t ' 1) 0.26 0.19 0 . 2 2
V a l d e z  t o  F a r  E a s t 0.42 0.31 0.26
M i d d l e  E a s t  t o  F a r  Ea s t 0.70 0.52 0.60
M i d d l e  E a s t  t o  U .S . G u l f 1.09 0.81 0.93
M i d d l e  E a s t  t o  U .S . West 1 . 1 0 0.82 0.94
S o u r c e :  USFRA, W o r l d s c a l e ,  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  t a o l e  c om pa re s  a l t e r n a t i v e  t h e o r e t i c a l  West 
C o a s t  t i l  p r i c e s  c a s e c  on t h e  i n f o r m a t i o n  i n  T a b l e  1 w i t h  t h e  
a c t u a i  ANS s p o t  p r i c e  f o r  t h e  s am p le  m o n th s .
T a b l e  2. A l t o r n a t i v o  Weat C o a s t  AMS P r i c o a

Jan Mar Mav
U .S .  G u l f  B a se  (Jones) 514.04/bbl S14 .18/bb l S16. 07/bbl
U . S .  G u l f  B a s e  ( I n t ' l ) 15.10 15.43 17.30
P a c i f i c  R.im B a se  (Jones) 16:20 16.57 18.50
P a c i f i c  Rim B ase  ( I n t ' l ) I S . 74 16.10 17.96
L an d e d  C o s t  Wes t 16.30 16.52 •GO*-4

ANS W e s t  S po t 14.92 15.50 18.03
N o te :  ( Jone s )  a s s um e s  J o n e s  A c t  T a n k e r s  on t h e  V a l d e z  t o  Lower 43 
r o u t e .  ( I n t ' l )  a s sum es  I n t e r n a t i o n a l  T a n k e r s  on a l l  ANS r o u t e s



-  ace  -

1. The c u r e  G u l f  c a s e a  p r i c e  -3 c f  i n t e r e s t  wnen cr.e e x p o r t  
c a n  i s  i n  p l a c e  s i n c e  ANS s u r p l u s  c c  "West T ea se  r . e e a s  1 3  d i s p o s e d  
o f  i r .  t h i s  m a r x e t .  The a v e r  a c e  d i f f e r e n c e  i n  p r i c e  c f  11.13/bbl 
c e cw e e n  u s i n g  i n t e r n a t i o n a l  a n a  c o m e s c i c  t a n x e r s  i r .  s h e  ANS t r a d e  
i s  a d i r e c t  e s t i m a t e  c f  s h e  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  cn ANS 
Wes t  C o a s t  p r i c e  o f  t h e  J o n e s  A c t .

Z .  The Wes t  C o a s t  l a n c e a  c o s t  o f  M i d d l e  E a s t e r n  c r u a e  o i l  w i l l  
e x c e e a  a P a c i f i c  Rim c a s e d  ANS Wes t  T o a s t  c n e e  i f  t h e  n e t  
t r a n s p o r t a t i o n  c o s t  d i f f e r e n c e  b e tw e e n  V a l d e z  t o  Wes t  o r  F a r  E a s t  
d e s t i n a t i o n s  i s  l e s s  t h a n  t h e  i n c r e m e n t a l  c o s t  o f  s h i p p i n g  M i d d l e  
E a s t  C ru de  o i l  t o  a W e s t  C o a s t  r a t h e r  t h a n  F a r  E a s t  d e s t i n a t i o n .

C l e a r l y  t h i s  i s  t h e  c a s e  i f  i n t e r n a t i o n a l  t a n k e r s  a r e  u s e d  on 
a l l  r o u t e s .  Howevar u s e  c f  J o n e s  a c t  t a n n e r s  r e s u l t s  m  a P a c i f i c  
Rim c a s e a  p r i c e  h i g h e r  m a n  t h e  l a n a e a  c o s t  o f  M i d d l e  E a s t e r n  c r u d e  
i n  two o f  t h e  t h r e e  m on th s  tamp l e a  ( a l t h o u c n  r .o t  c y  much) .

O b v i o u s l y  t n  t h i s  c a s e  no ANS w o u l d  he s o l d  d o m e s t i c a l l y  s i n c e  
t h e  V a l d e z  n e t b a c x  f r cm  t h e  P a c i f i c  Rim i s  h i g n e r  t h a n  t h e  n e t b a c k  
o f  a Wes t  C o a s t  l a n a e a  M i a d l e  E a s t  c r u a e ,  h ow e v e r  s i n c e  t h e  b r e a k  
p r i c e  i s  so  c l o s e  on t h e  Wes t  C o a s t ,  i t  c o u l d  be  a s sum ed  i n  t h i s  
e x am p le  t h a t  c o m p e t i t i o n  b e tw e e n  ANS and  T u b a i  f o r  F a r  E a s t  
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 n  a p r i c e  a t  t h e  U .S .  r o u g h l y  
e q u a l  t o  an ch e  ANS F a r  E a s t  n e t b a c k  p r i c e  p l u s  t r a n s p o r t a t i o n  c o s t  
t o  t h e  Wes t  C o a s t .

G e n e r a l l y  s p e a k i n g  t h e n ,  u s i n g  a P a c i f i c  Rim c a s i n g  p o i n t  
o r i c e  m ode l  i s  c h e  p r e f e r r e d  way o f  l i n k i n g  ANS Wes t  C ease  p r i c i n g  
t o  che  w o r l d  m a r k e t  a s  l o n g  a s  t h e r e  i s  s u r p l u s  ANS on t h e  West 
C o a s t .  L o g i c a l l y  r.o ANS w o u ld  be  s o l d  a t  t h e  U .S .  G u l f  C o a s t  i f  
e x p o r t i n g  w e r e  a l l o w e a .

3. C om pa r in g  che  P a c i f i c  Rim b a s e d  ANS Wes t  C o a s t  p r i c e s  w i t h  
a c t u a l  s p o t  ANS i l l u s t r a t e s  two t h i n g s .  F i r s t  t h a t  t h e  m a rk e t  f o r  
ANS on t h e  Wes t  C o a s t  c o n t i n u e s  t o  s u p p o r t  some fo rm  o f  
o l i g o p o l i s t i c  b e h a v i o r  and  s e c o n d  t h a t  t h e  e x p o r t  b an  c o n t i n u e r  t o  
d e p r e s s  W es t  C o a s t  p r i c e s  b y  an a v e r a g e  o f  r o u g h l y  S l .O O / b b l .

r e v e n u e  im p a c t s  o r  t h e  a n s  e x p o r t  ba n

As s t a t e d  p r e v i o u s l y ,  t h e  e x p o r t  b an  d i r e c t l y  im p a c t s  t h e  
v a l u e  o f  p r o d u c t i o n  i n  A l a s k a  b y  r e d u c i n g  t h e  m a r k e t  v a l u e  o f  t h e  
c r u d e  o i l  s o l d  on t h e  U .S .  W e s t  C o a s t ,  an d  b y  i n c r e a s i n g  che  c o s t s  
o f  s h i p p i n g  c h e  o i l  t o  m a r k e t .  D e r i v a t i v e l y ,  s i n c e  ANS i s  t h e  
i n c r e m e n t a l  b a r r e l  o f  c r u d e  o i l  c om in g  i n t o  t h e  Wes t  C o a s t ,  t h e  
v a l u e  o f  C a l i f o r n i a  p r o d u c t i o n  i s  a l s o  d e p r e s s e d .



T h i s  z i r c c t  r e v e n u e  im p a c t  1 2  -rs~ir.ar.ee: u s i n g  1  P a c i f i c .131
r a s i n g  p o i n t  : : :  p r i c e  m e  assurr .es t r . a t  "c r .e s  A c t  r  a r . x e r s  a r e  u s e d  
f c r  u e r r . e s c i c  s a i e s  - f  ANS « n l i e  i n t e r n a t i o n a l  r a n x e r s  a r e  u s e e  cc  
e x p o r t  ANS. The e s t i m a t e s  a r e  c a s e a  cr. r e l e v a n t  p r i c e s  ana  c o s e s  
e f f e c t i v e  i v e r a a e a  : v e r  J a n u a r y ,  Marc.n, ana May ’.392 . ANS 
p r c a u c c i c n  i s  a s s um e a  cc  c e  1.75 r r . i l l i c r .  b b i / d a y  an a  C a l i f o r n i a  
p r o d u c t i o n  I s  a s s u m e a  c c  c e  1. SO m i l l i o n  c o l / d a y .  I t  i s  a s sumed 
t h a t  0.20 m i l l i o n  c b l / d a v  c f  ANS c r o c u c t i r n  i s  c u r r e n t l y  c e m c  s o l d  
a t  t h e  U .S .  G u l f .

T a b l e  3. O i l  P r o d u c t i o n  R evenue  Im p a c t  o f  t h e  ANS E x p o r t  San 
______________ ( M i l l i o n s  S/Yr)___________________________________________________

State Producers Federal Total

A l a s k a  Im p a c t
T r a n s p o r t
S a v i n g s 4 7 . i 20.5 •i 6. £ 124."

S a l e s
P r i c e u> in 260 .6 124 .2 531.3
T o t a l 184.5 351.1 180.9 716.5

C a l i f o r n i a  Im p a c t 12 .4 188.1 96.9 298 .4
T o t a l  Im p a c t 137.3 539.2 277.3 1014.9

The e x p o r t  Pan  l o w e r s  t h e  v a u u e  c f  a n n u a l  p r c a u c c i c n  m  A l a s k a  
and  C a l i f o r n i a  b y  a p p r o x im a t e l y  31.0 b i l l i o n / y e a r  o r  a b o u t
31 .10/bb l .  I f  t h i s  e s t i m a t e  we re  a p p l i e d  t o  a l l  ANS and  C a l i f o r n i a  
p r o d u c t i o n  s i n c e  1377, ch e  ban  h a s  a r t i f i c i a l l y  r e d u c e d  t h e  v a l u e  
o f  p r o d u c t i o n  i n  b o t h  s t a t e s  b y  o v e r  512.5 b i l l i o n .  T h i s  i s  
p r o b a b l y  a v e r y  c o n s e r v a t i v e  e s t i m a t e  b a s e d  on t h e  h i s t o r i c  s p r e a d  
b e tw e e n  w o r l d  c r u d e  o i l  p r i c e s  a n d  ANS Wes t  C o a s t  p r i c e  o u t l i n e d  
p r e v i o u s l y  i n  F i g u r e  1.

A l t h o u g h  b a s i c  g e o l o g i c a l  good  f o r t u n e  and i n c r e a s e d
e n v i r o n m e n t a l  c o s t s  h a v e  p r o b a b l y  a b i g g e r  im p a c t  on t h e  l o n g  t e rm  
s u p p l y  f u n c t i o n ,  c l e a r l y  t h i s  k i n d  o f  a d e p r e s s i n g  e f f e c t  on
r e s o u r c e  v a l u e  h a s  b e en  a c o n t r i b u t i n g  f a c t o r  i n  t h e  d e c l i n i n g
l e v e l  o f  p r o d u c t i o n  f rom  t h e s e  two r e g i o n s .  C e r t a i n l y  t h e  
i n e f f i c i e n c y  o f  f o r c i n g  ANS t o  be moved t o  a more d i s t a n t  m a rk e t  
p u t s  t h e  g l o b a l  economy e v e n  f u r t h e r  away f rom  t h e  p r o d u c t i o n  
p o s s i b i l i t y  f r o n t i e r .

I



I r .  t e r n s  z i r . a t t o r . a j .  t o s t  ana b e n e f i t s ,  _• one : .  c.-.ts b i l l i o n  
t c i l a r  a y e a r  l e s s  us : f f o e t  oy r e v e n u e s  - a r r . e c  b y  t r .e  d o m e s t i c  
c a n x e r  i n d u s t r y ,  a n a  e : : r . e r  r s g i c n a i  p e t r o l e u m  p r o d u c t  con sumers  o r  
r e o i c n a x  p e t r o l e u m  r e f i n e r s .  I t  m i g h t  e v e n  s e  a r g u e d  t r . a t  s i n c e  
p e t r o l e u m  p r o d u c t  p r i s e s  a r e  l i n k e d  t o  t h e  c l c s a l  m a r x e t  i . e .  t h e y  
t a n  s e  f r e e l y  t r a a e a ,  t r . a t  a l a r g e  amount z i t r . e  i r . p i i e a  r e f i n e r  
m a r g in  h a s  gone t o  c o m p l i a n c e  w i t h  s t r i n g e n t  e n v i r o n m e n t a l  
r e g u l a t i o n s  i n  t h e  C a l i f o r n i a  m a r k e t .

ANS E x p o r t  - a g e  :

I M P A C T  O N  P R O D U C T I O N  OF T H E  E X P O R T  H A N

T u s s m g  e t .  a l . ,  m  1987 e s t i m a t c a  t h a t  t h e  e x p e r t  c an  w o u ld  
i n c r e a s e  t h e  w e l l h e a a  p r i c e  o f  ANS o i l  b y  up t o  S4/bbI and t h a t  
t h i s  i n c r e a s e  w o u l d  i n c r e a s e  p r o d u c t i o n  b y  d 60 m i l l i o n  b b l s .  i n  
A l a s k a  and  280 m i l l i o n  b b l s .  I n  C a l i f o r n i a  o v e r  t h e  p e r i o d  1987—  
2000 . The e s t i m a t e s  made i n  t h i s  p a p e r  a r e  c o n s i d e r a D i y  l o w e r  
p r i m a r i l y  b e c a u s e  t h e  amount o f  ANS g o i n g  t o  t h e  G u l f  C oa s t  m a rk e t  
i s  l o w e r  c u r r e n t l y  c u e  t o  t h e  d e c l i n e  i r .  ANS p r c c u c t i o r .  and  t h e  
c o n t i n u e d  g r o w t h  m  W e s t  C o a s t  c r u a e  o i l  cemar .c .

A t c u r r e n t  p r i c e s  o f  r o u g r . l y  b e tw e e n  S17.23/bbi and 
S19.C0/bb l,  an  i n c r e m e n t  o f  S l .O O / bb i  w o u l d  a c d  r o u g n i y  m i l l i o n  
b b l s  o f  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  b b l s  o f  A l a s k a n  
o r c d u c t i o n  b e tw e e n  1992 and 2300 a s s u m in g  p r o d u c t i o n  p r i c e  
e l a s t i c i t i e s  o f  0.5 ( T u s s m g ,  e t .  a l . )  an a  0.2 r e s p e c t i v e l y  ( S t a t e  
o f  A l a s k a ) .

C O N C L U S I O N S

The ANS E x p o r t  Han h a s  r em a in e d  i n  e f f e c t  o v e r  t h e  l i f e  o f  
o r c d u c t i o n  f r om  N o r t h  A m e r i c a ' s  l a r g e s t  o i l  f i e l d .  The econom ic  
e v i d e n c e  h a s  a lw a y s  i n d i c a t e d  t h a t  t h o  c a n  1 3  i n e f f i c i e n t  and  
r e s u l t s  i n  e c o n om i c  w a s t e  and  a r e d u c t i o n  m  t h e  o v e r a l l  l e v e l  o f  
g l o b a l  e c o n om ic  a c t i v i t y .

G i v e n  t h e  c u r r e n t  g l o b a l  m a r k e t  s t r u c t u r e ,  t h e  c an  c e n t  n u e s  
t o  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  c r u d e  o i l  p r i c e s  by n e a r l y  
S l .O O / b b l .  A t  t h e  same t im e  t h e  a p p r o x im a t e l y  200,000 t b l 3 /day o f  
ANS f o r c e d  i n t o  E a s t e r n  U .S .  m a r k e t s  i n c u r s  a p p r o x im a t e l y  52.70/bbl 
more i n  t r a n s p o r t a t i o n  c h a r g e s  t h a n  i f  i t  w e r e  e x p o r t e d  t o  P a c i f i c  
Rim c o u n t r i e s  i n  i n t e r n a t i o n a l  t a n k e r s .

Taken t o g e t h e r ,  t h e  e f f e c t  o f  d e a a w e i g n t  t r a n s p o r t a t i o n  c o s t  
l o s s  and r e d u c e d  c r u d e  o i l  p r i c e  r e d u c e s  a n n u a l  p r o d u c e r  p r o f i t  b y  
r o u g n i y  $540 m i l l i o n ,  a n n u a l  s t a t e  r e v e n u e s  i n  A l a s k a  and 
C a l i f o r n i a  b y  S200 m i l l i o n ,  and  a n n u a l  F e d e r a l  r e v e n u e s  by  $275 
m i l l i o n .  The h i g h e r  w e l l h e a d  v a l u e s  r e s u l t i n g  f r om  l i f t i n g  o f  t h e  
ban  c o u l d  r e s u l t  i n  a n o t h e r  750 m i l l i o n  b b l s  o f  p r o d u c t i o n  i n  
A l a s k a  a n d  C a l i f o r n i a .



ii n 
i>

A t  tome p o i r . c  t r . e  .-.ear f u t u r e  ANS . i l l  r.o l o n g e r  r e  i n
s u r s i u s  i r .  t r . e  Wesc l o a s t .  Ac t r . a t  t im e  t r .e  t r i c e  s r . c u l l  r i c e  co 
v o r l i  - e v e i s .  However  i t  -s p o s s i b l e  t r . a t  -f t r . e  e x p o r t  r a n  1 3  

i _ l  i r .  e f f e c t  a t  t r . a t  t i n e  t r . a t  t r . e  r e d u c t i o n  : r .  p o t e n t i a l  b u y e r s  
r  ANS m  a m a r x e t  i s  c o n c e n t r a t e d  a s  t r .e  7 . S .  w e s t  l e a s t  may 
r . t i r . u e  t o  r e - u i c  . r .  a West C o a s t  o i s c c u n t  r e l a t i v e  t o  g l o b a l  

t r i c e s .

AN 3 I . : p c r t  . - i c e  .•




