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FIGURE 2

1987
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To put recent activities in the Persian Gulf in perspective, Kuwait supplies one
percent of our petroleum imports. According to former Navy Secretary John Lehman,
our military commitment to defend the Persian Gulf oil supply lines costs 40 billion
dollars. That puts the true cost of Persian Gulf oil at about 140 dollars a barrel, not the

19 to 20 dollars that the market is currently setting.

An obvious question is how the nations of the western hemisphere are likely to
react to a Pan American Energy Alliance proposal. The proposal was put to
representatives of the four major producing countries—Canada, the U.S., Mexico, and
Venezuela- at a meeting in April, in New Orleans, chaired by Senator Samuel B. Nunez,

Jr., President of the Louisiana Senate and Chairman of the South/West Energy Council.

The meeting was also attended by a delegation of 15 Organization of American

States ambassadors. The responses of the producing nations' representatives varied.

Mexico's PEMEX representative in the U.S., Alfredo Guiterrez, stated that
Mexico welcomed such discussion and would encourage a multilateral approach. He

recommended utilizing the OAS as a structure within which to explore the possibilities.

Gutierrez stated that PEMEX has a number of general policies that are
relevant: self-imposed export limits; independence, that is, Mexico will not become a
member of OPEC; market-based pricing; geographical diversification -of export

markets; and opposition to trade barriers like a U.S. oil import fee.

On the other hand, Canada did not seem overly impressed with the Pan American
Energy Alliance concept and stressed some of their own basic policies: support of a
market driven energy policy and the International Energy Agency as a chosen forum for
concerted multilateral enen y policy action. Canada's Robert Skinner, Deputy Minister

of Energy Commodities, was openly skeptical of multilateral efforts to achieve stability

in the western hemisphere.

General Director of Petroleos de Venezuela S.A.,. Carlos Vogeler, noted that.the
Reagan Administration, by recognizing Venezuela's, Canada's, and Mexico's roles in
assuring U.S. energy security, had underscored the importance of having our four

nations' energy interests complement each other for the indefinite future.
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Vogeler clearly stated that Venezuela does not profess to be a comprehensive
answer to the energy security concerns of the U.S., but rather saw his nation as part of

an energy security framework built on a strong domestic U.S. energy industry.

Vogeler concluded "..cooperation, economic complementarity, constructive
compromise and dialogues are principles embedded in the foundation of Pan
Americanism that should guide the community of western hmeispheric nations into a

mutually secure energy future..."

The U.S. Representative was Sean Randolph, Assistant Secretary for International
Affairs at D.O.E. The Administration's position generally, as voiced by Dr. Randolph,
was that of support for an unfettered free market. He also raised the problem of other
international commitments. Randolph stated "...there is already a working community

of interest within this hemisphere based on the natural market order that exists..."”

So, overall, two of the four supported further development of the concept;
interestingly, those two are the most critical ones from a reserve standpoint—Mexico

and Venezuela. The other two, Canada and D.O .E., stuck to their free-market guns.

Faith in the free market is not misplaced, if indeed there is a free market.
Consider, however, that the U.S. is the only nation in the world with individually-owned
mineral rights; in all other nations the state owns the minerals and, almost without
exception, the production company as well. Instead of being a commodity on a free
market, oil is more likely to be an instrument of state policy, a tool for addressing a

political agenda; a political agenda that may have little to do with energy.
The South/West Energy Council is initiating debate and seeking support for a Pan

American Energy Alliance. This grass roots effort by the South/West Energy Council

involves briefing Congressmen, Senators, and others.
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The South/West Energy Council believes a Pan American Energy Alliance offers

economic stability in a precarious environment. It provides enhanced energy security

for the U.S. It provides trade opportunities with our neighbors. It does not shut doors;

it demands international dialogue. It is a workable proposal. As part of an integrated

energy program, it provides a safety net.

Faced with the overwhelming reserves in the Middle East as well as high U.S.

consumption levels, there are but two alternatives: to throw up our hands or to

immediately pursue a plan to position ourselves. .. maximizing America's strengths and

minimizing our weaknesses. We believe the U.S. needs a national energy policy. Our

proposal is the first step.

There's a distinction, the South/West Energy Council believes, to be made

between energy dependency and energy vulnerability. The Pan American Energy

Alliance recognizes our dependence but moves to overcome our vulnerability.
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MEMORANDUM

TO: South/West Energy Council’s Executive Committee
FRO M : ri Gameron, Executive Director

RE: ﬂtﬂs[a

DATE: April 1, 1991

EXECU-HVESUM M ARY

As discussions of affiliation between the Canadian province of Alberta and the
South/West Energy Council progress, parallels in resources, energy development and legislative

participation are clear. The purpose of this memo is to provide background information ger-

mane to the ongoing discussions.

In terms of energy production, Alberta is to Canada what the members of the Council are
to the U.S. For example, Alberta produces 79 percent of Canada’s crude oil and 83 percent of
its natural gas. The member states of the Council produce 80 percent of the United States crude
oil and 88 percent of its natural gas. Many of the same companies active on the Council for
Legislative Energy and Environmental Research (CLEER) have Canadian affiliates in Alberta,

developing the province's energy resources.

Alberta has a unicameral legislative assembly. The premier forms a cabinet of legislative
members, each appointed as a minister, to direct operations of the provincial government. An
Energy Committee, composed of eight cabinet members (legislators) is analogous to legislative

energy committees in the Council’s member states.

Affiliation of a Canadian province with a organization of states is not a novel concept.
The province of Quebec became an affiliate of the Eastern Regional Conference of the Council
of State Governments in 1990. Discussions between the Western Legislative Conference and

the western provinces are underway.

The role Alberta might play as an affiliate of the Council must be carefully defined. A
review of the Council’'s By-laws will be helpful in this regard, as will a review of the Council’s
attorneys’ opinion on the federal Foreign Agent Registration Act. In the meantime, the
Council’s Chairman has been invited to meet informally with Alberta's Deputy Premier and

Energy Minister in late May. The Chairman will report to the Executive Committee at the June

meeting.
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ALBERTA, CANADA’S ENERGY PROVINCE

One of ten Canadian provinces, Alberta is responsible for more then 80 percent of all the
energy produced in that country. With a population of 2.1 million spread over an area slightly
smaller than Texas, Alberta claims energy resources to rival leading energy producing nations
anywhere in the world. The province’s resources include conventional crude oil, natural gas,

and large amounts of coal, as well as heavy oil and oil sands.

Crude Oil

Alberta’s crude oii reserves are estimated at approximately 3.2 billion barrels, about
three quarters of Canada’s total reserves. Relative to the U.S., the oil industry got a relatively

late start in Alberta. The first commercially significant discovery of crude oil was near Lcduc in

1947.

Alberta produces about 385 million barrels of crude oil a year (1989). About 20 percent
of production is refined in the province, 45 percent goes to other provinces and 35 percent to the

U.S. for processing. Diagram 1illustrates 1989 crude production for the U.S. and Canada.

DIAGRAM!
SELECTED DATA ON
U.S. AND CANADIAN* CRUDE OIL PRODUCTION FOR 1989
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Natural Gas

Alberta’s natural gas reserves have been estimated at 63 Tcf, more than 90 percent of

W ells in the province produced about 3.2 Tcf of natural gas in 1989, a
On an energy equiv-

Canada’s total reserves.
figure which represented 83 percent of Canada’s natural gas production.

alent basis, the province produced about 25 percent more natural gas then oil in 1989.

twenty-two percent was consumed in the
; and forty

O f the natural gas produced in Alberta,
thirty-eight percent of the gas was consumed in other Canadian provinces

province;
Diagram |l presents data on U.S. and Canadian natural gas

percent was exported to the U.S.
production for 1989.

DIAGRAM NI
SELECTED DATA ON
U.S. AND CANADIAN NATURAL GAS PRODUCTION FOR 1989
(IN BILLION CUBIC FEET)
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Coal
resources include four different ranks of coal: semi-anthracite,

Only bituminous and subbituminous coals are currently

Alberta’s coal
bitumenous, subbituminous and lignite.

commercially mined.

The province’s low-sulphur recoverable coal reserves have been estimated at 32 billion

This compares to Wyoming’'s demonstrated coal reserve base of 68 billion tons. Coal is,

Fully 70 percent of the province’s energy

tons.
by far, the largest fossil energy resource in Alberta.

reserves are coal. Diagram HI illustrates comparative energy reserve data for Alberta.

DIAGRAM I
ALBERTAS REVAINING ENERGY RESERVES

1989

Source:  South/West Energy Council
From ERCB Data

The province produced almost 35 million tons of coal in 1989. This compares to

Wyoming’s production of 172 million tons for that year. Two thirds of the coal produced in Al-

berta was utilized in Alberta to generate electricity, while about one quarter was exported to

Japan and Korea. The remainder was shipped to other Canadian provinces.

Coalbed methane reserves have been identified in Alberta. However, no commercial

production has been under taken.



Heavy Oil And Oil Sands

Alberta's oil resources are classified by density a property which largely dictates
production techniques. Heavy crude is so thick that only ten percent may be recovered using

"normal” drilling and production techniques. Steam stimulation is the most common technique

used to coax recovery of heavy crude.

Oil sands are thicker still. The energy resource in oil sands is bitumen, which is found
with sand, clay and water in a solid, immobile mixture. Where reserves are close to the surface,
open pit mining techniques, much like those used to surface mine coal, are employed. Mined oil

sand is heated and treated to separate the bitumen.

In deeper reservoirs, oil sand is heat-treated in place to make the bitumen flow to the sur-
face in conventional wells. Once extracted, the bitumen is upgraded to syndietic crude oil,

ready for conventional refining.

Alberta has spent over half a billion dollars in research and development on oil sands and
heavy oil. The magnitude of the resource in Alberta justifies such massive investment. On an

energy equivalent basis, the heavy oil/oil sands resource is equivalent to one third of the world’s

conventional oil reserves.

Production of bitumen and synthetic crude oil from oil sands in Alberta equaled 122 miil-
lion barrels in 1989. This mounted to one quarter of Alberta’s total oil production. Ol sand
energy production has doubled over the last decade, while conventional oil production has

declined slightly. Synthetic crude oil is produced at two facilities in the province: Syncurdef

GOVERNVENT AND ENERGY INALBERTA

Canada is a federation of 10 provinces and two territories. The national capitol is Ot-

tawa, Ontario. The national government is an elected parliament.

Alberta’s provincial government is a unicameral legislative assembly. Following an
election of the Legislative Assembly, the leader of the party with the most seats becomes
premier. The party "forms" a government for the province by appointing Members of the Legis-
lative Assembly (M LA’s) to the Cabinet. Currently there are 58 M LA’'s from the Progressive

Conservative Party (the Government Party). The two other parties hold a total of 24 seats.

Of the 82 M LAs, 27 serve in the Cabinet. Departments in the provincial government are

administered by members of the Cabinet (elected members of the Legislative Assembly),

referred to as Ministers.



For example, Rick Orman, a member of the Legislative Assembly from Calgary, is the
Minister of Energy. Jim Horseman, elected to Alberta’s Legislative Assembly from Medicine

Hat, is the Minister of Intergovernmental Affairs, as well as being Deputy Premier.
Alberta’s Energy Council is analogous to a state’s legislative energy committee. It is
comprised of nine members of the Cabinet and chaired by the Minister of Energy, as well.

The provincial Department of Energy is under the direction of Energy Minister Rick

The Department of Energy includes the Alberta Oil Sands Equity (which manages the
governments investments in three major projects related to synthetic crude). The Alberta
Petroleum Marketing Commission (which markets the government’s royalty crude oil), and the
Alberta Oil Sands Technology and Research Authority (which directs the government’s research
and development work in oil sands and heavy oil), also report to the Minister of Energy.

Orman.

The Energy Resource Conservation Board is another separate agency, answering to the
Energy Minister. The ERCB regulates oil, gas, oil sands, coal and electric energy in Alberta.

The Board is comprised of seven members and oversees a staff of more than 700. The ERCB is

analogous to the Texas Railroad Commission. In fact, when it was formed in 1938, the ERCB
was modeled after the TRC. Diagram IV illustrates the structure of provincial energy regulation

in Alberta.

DIAGRAM IV
ALBERTA'S ENERGY REGULATORY STRUCTURE

Source: South/West Energy Council



Mineral Ownership

Ownership of minerals in Alberta rests primarily with the province. This was not always
the case. In 1867 the founding provinces of Canada (Ontario. Quebec, Nova Scotia and New
Brunswick) reserved ownership rights to land and resources under the terms of the Constitution
Act. However, when Alberta and Saskatchewan were created as provinces on 1905, all lands,

mines, minerals and royalties were reserved to the Dominion (federal government).

After 25 years of objection, the so-called "Prairie Governments" succeeded in winning a
transfer of title of public land and mineral rights to the provincial government. Only those lands

in Dominion parks and indian reserves remained in the ownership of die federal government.

In addition to provincial and Dominion ownership, mineral rights are held by successors
in title to homesteaders who acquired land prior to 1888 anil by a few companies who acquired
large tracts during the last century (e.g. Canadian Pacific Railway). These "freeholders" are the
exception though; the Province of Alberta is the major mineral holder with approximately 85

percent of oil and gas rights in the province.

In areas like those where the oil sands are found, fully 99 percent of the mineral rights
are owned by the province of Alberta. This public ownership scheme is not dissimilar to that in
Alaska, where 87 percent of the land and consequendy most of the mineral rights, is owned by

the federal or state government.
Regulation of Energy

Just as the province has wrestled the right of ownership of public lands from the

Canadian government, so it has fought constantly to protect its authority to regulate energy.

The roles of the provincial and federal government in natural resource regulation were
clarified dramatically 10 years ago with the adoption of Section 92(A) of the federal Constitu-
tion Act. This provision gave the provinces the right to legislatively regulate exploration,
development, conservation and management of non-renewable natural resources, including rates
of primary production. However, Section 92(A) prohibits discrimination among provinces with

regard to energy prices, supplies or taxes.

The passage of Section 92(A) in 1982 and the signing of the "Western Accord" in 1985
were two extremely significant steps toward the creation of the current energy regulatory
scheme in Canada. The agreement known as the Western Accord was reached among the
producing provinces and the federal government of Canada. It decontrolled the Canadian
energy industry by removing cmde oil price controls and beginning a phased decontrol of

natural gas prices.



Further, the Canadian - U.S. Free Trade Agreement in 1988 reaffirmed the new, limited,
role of the Canadian govenanent with regard to energy. The terms of FTA assured that export

restrictions, such as price and production controls, can not be reimposed.

Private Developrrent of Albertals Resouroes

Although ownership of energy resources is predominantly held by the province of Al-
berta, exploration and development activities are undertaken by private companies. Major in-
tegrated oil and gas companies, which operate worldwide, participate next to locally-owned in-
dependents. The Canadian Petroleum Association consists primarily of major companies. Many
of the members of CLEER’'s Program Advisory Board operate, or have Canadian affiliates

operating, in Alberta. CPA members include:

Amoco Canada Petroleum Company LTD.
BP Canada Inc.

Canadian Occidental Petroleum Ltd.
Chevron Canada Resources

Conoco Canada Limited

Esso Resources Canada Limited
Gulf Canada Resources Limited
Mobil Oil Canada

Pliillips Petroleum

Shell Canada Limited

Standard Oil Production Company
Texaco Canada Petroleum Inc.

Unocal Canada Limited

A second organization represents smaller exploration and development companies; this
group is the Independent Petroleum Association of Canada (IPAC). Like their American coun-
terparts, the independents own only about 20 percent of total oil and gas assets, but are respon-

ALBERTA AS AN AFFILIATE OF THE SOUTHWEST ENERGY COUNCIL

At the December, 1990 meeting of the Executive Committee of the South/West Energy
Council discussion on a relationship with Alberta were begun. There are a number of interest-

ing parallels between Alberta and the members of the South/West Energy Council.

It is essential though, that the role Alberta would play as an affiliate of the Council be
carefully defined and thoroughly understood. Voting status, dues, leadership roles and other

issues addressed in the Council’s By-laws, are all questions remaining for discussion.



The question of applicability of the federal Foreign Agents Registration Act has also
been raised. This federal statute requires that anyone acting as an agent on behalf of a foreign
principal file a registration with the Department of Justice. Attached as Appendix A is a memo

prepared by the Council's attorneys, Vinson & Elkins, discussing the applicability of this Act.

The attorneys point out that, in a legal sense, there are two tests to determine whether the

Council would be considered an agent of the Province of Alberta (a foreign principal):

"The first concerns whether, by virtue of the Alberta membership,
the Council itself would be a foreign agent. This determination
should be based on the extent, if any, to which Alberta would be
able to determine the actions of the Council. A category of nonvot-
ing membership, for example, should help to show the inability of

the Province to "control” the Council.

Even if the Council were not considered a foreign agent, the second
question to be resolved is whether anyone acting on behalf of the
Council itself would be a foreign agent. The answer to this question
turns on the extent of control over and the degree of funding for the
Council’s activities provided by Alberta relative to that of other
Council members. |If dues paid by Alberta are a relatively small
percentage of the overall funding of the Council, for example, a
strong argument exists that the organization Is not financed in major

part by the Province. A percentage well under 50 percent would

help.

. the ability of the Council to avoid registration under the Act will
depend on being able to establish that no agency relationship exists
and that the Province of Alberta does not possess or exercise control

over the Council's activities."

Continuing Discussions

With the ongoing approval of the Executive Committee, discussions with Alberta are
scheduled to continue. Council Chairman Ted Strickland has been invited by Alberta Deputy

PremierJim Horseman and Energy Minister Rick Orman to meet informally in late May.

Those discussions follow the presentation made to the Council’s Executive Committee in
December, 1990 by David Manning. Alberta's Senior International Trade Counsel to the U.S.
Manning’s participation in Council conferences has been continuous for more than a year. Ad-

ditionally, 10 members of the Council visited Alberta in September, 1989 and toured oil sand

operations.



Manning set up meetings for the Council’s Executive Director in early February with
staff members of the Alberta Department of Energy, the Alberta Petroleum Marketing Board,
and LPAC, as well as with the ERCB. Those meetings provided the background for this memo.

A formal invitation to the Council to litv]) its global energy and environmental issues
conference (December, 1991) is anticipated from Ministers Horseman and Orman to Senator
Strickland in May. The Chairman will report to the Executive Committee at the June meeting
and the issue of Alberta’s role as an affiliate of the Council will once again be on the agenda for

that meeting.
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SOUTH/WEST ENERGY COUNCIL
STRATEGIC PLAN

1991-92

Colorado Senate President
Ted Strickland
Chairman

INTRODUCTION

The South/West Energy Council turned 15 years old in December, 1990. Those years have
seen the growth of the Council (from the five original states, to the current nine), as well as an evolu-
tion of the Council's purpose. This Strategic Plan will serve as a guide through 1992, allowing the
Council to better direct its resources, financial and human, toward specific goals and objectives im-
portant to its member states, and the nation as well.

GOALS

There are three primary goals of the Council; these are the purposes for which the Council
exists:

l. To participate in the development of the federal energy and environmental
policy;

2. To assist member states in developing sound legislative energy and environ-
mental policies; and

3. To initiate dialogues with energy and environmental policymakers at all
levels, to improve the understanding of issues facing the states, the nation, and
the world.

OBJECTIVES

The objectives set by the Council are specific methods to achieve the Council’s purposes.
The objectives may be discussed in terms of organizational matters within the Council; interaction
with state and federal governments; and the establishment of dialogues policymakers, in some cases
utilizing the Council’'s research affiliate, CLEER, to accomplish such ends.

Organizationally, it shall be the objectives of the Council to:
1. Meet on a quarterly, scheduled basis at an identified location, under the direc-
tion of the Chairman and the Vice President for such meeting, to address iden-

tified objectives, which arc compatible with the meetings topical theme.

2. Consider changing the name of the Council to reflect its non-regional, legisla-
tive nature and energy and environmental policy interests.
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3. Evaluate expanding the membership of the Council to include Alberta (as
non-voting, international affiliate), and Mississippi (a Southern oil and gas
state); as well as Kansas (a Midwestern oil and gas state), North Dakota (a
Midwestern oil and gas state), Utah (a Western oil, gas and coal state), West
Virginia (an Eastern gas and coal state), and Pennsylvania (an Eastern oil, gas
and coal state).

4. Hold a symposium on environmentally-significant energy technology in the
Council’s member states, developing a directory of exemplary projects.

5. Schedule a formal budget review by the Council’'s Executive Committee twice
a year (atthe Annual meeting and the second meeting thereafter).

Objectives relating to interaction with state and federal governments will include:

1. Developing a means of effectively providing input into federal energy and en-
vironmental policy making, to include regular meetings with Congressional
advocates and adversaries, and the development of a distribution list for
Council policy statements.

2. Working closely with the USDOE on the development of a National Energy
Strategy, while reviewing and updating the Councils’ own proposal.

3. Developing dialogues with Northeastern and Midwestern States.
4. Maintaining close contact with the NCSL.
5. Developing a program for tracking environmental legislation.

Objectives dealing with the development of dialogues range from discussions with private

sector executives to state regulators, and will include international agencies and contacts:
1. Working closely with CLEER to facilitate meetings with energy company ex-
ecutives.
2. Scheduling programs to assure discussions with state regulators (e.g. oil and

gas commissioners, railroad commissioners, corporation commissioners) and
the initiation of an exchange of views with NARUC.

3. Maintaining and further developing Western Hemisphere contacts; monitoring
European Community energy actions, as welL as OPEC’s; and educating the
Council on Pacific Rim energy concerns.

IMPLEMENTATION

The bulk of the work in implementing the objectives, nnd consequently, the goals of the
Council, with be in conjunction with the Council’'s quarterly topical conferences. Structually, each
meeting is designated as as Federal Energy and Environmental Matters Conference, a State Trends in
Energy and the Environment Conference, a Global Energy and Environmental Issues Conference, or
the Annual Meeting.



Under the terms of the Council’s by-laws, the Chairman appoints a Vice President to super-
vise the development of each topical meeting. Prior to each topical meeting, the Vice President, the
Chairman and the leadership of CLEER meet with CLEER’'s Program Advisory Board to receive
recommendations on issues of interest and qualified speakers.

Table One, "Council Meeting Schedule by Topic, Location, Vice President and Objective
Implementation,” sets forth the proposed schedule for the Council’s 1991-1992 meetings.* Because
the Council meets quarterly, many of the objectives will be addressed at these conferences.

The Executive Committee will meet at each Conference to monitor the Council’'s progress
and address administrative, as well as policy, matters. Additionally, staff and leadership will con-
tinuously pursue the objectives over the course of the year.

SUMMARY

During the period 1991-1992, the South/West Energy Council will systematically address its
goals of influencing the development of federal energy and environmental policy, assisting its mem-
ber states and developing energy and environmental policies; and initiating dialogues with energy
and environmental policymakers at all levels, improving the understanding of such issues facing the

states, the nation, and the world.

These goals will be implemented as a series of objectives which address not only the
management of the Council, but its interaction with state and federal agencies and officials, ?s well
as energy and environmental policymakers. The Strategic Plan provides the structure of a con-
ference schedule; the leadership of appointed vice presidents; and objective milestones which will
enable the Council to well serve its states and the nation in 1991-92.

* The Council met in Lafayette, Louisiana (December, 1989); Gulf Shores. Alabama (March, 1990),
Washington, D.C. (June, 1990, Oklahoma Representative Bill Brewester was Vice President); and Anchorage,
Alaska (September, 1990, Arkansas Senator W.D. Moore was vice President).



Meeting
Date

April
7-9
1991

June
20-23
1991

September
5-8
1991

December
5-8
1991

March/April
1992

June
1992

September
1992

TABLE ONE

COUNCIL MEETING SCHEDULE BY TOPIC,LOCATION, VICE PRESIDENT
AND OBJECTIVE IMPLEMENTATION

Meeting
Topic

Federal
Energy and
Environmental
Matters

State Trends
in Energy and
tbe Environment

Annual
Meeting

Global

Energy and
Environmental
Issues

Federal
Energy and
Environmental
Matters

State Trends
in Energy and
the Environment

Annual
Meeting

Meeting Vice President
Location For Meeting
Washington, Rep. Taylor 1
D.C. Harper (AL)
Loews L 'enfant 2.
Plaza Hotel
3.
Colorado Rep. Glen 1
CO Springs Johnson
Cheyenne Mtn. (OK)
Conference 2.
Center
3.
New Mexico Sen. Manny 1.
Albuquerque Aragon (NM)
Energy
Technology 2.
Symposium V.P.
Alberta Sen. Terry 1.
(Canada) Guice (WY) 2.
3.
Washington, Sen. Drue 1.
D.C. Pearce (AK) 2.
Oklahoma Rep. Sylvester 1
Turner (TX)
Arkansas Rep. Doc Bryan l.

(AK) 2,

Implementation
Of Objectives

Review DOE's progress on the progress on the NES;
prepare comments
Develop a means of effective input into federal
energy and environmental policymaking
Organizationally

A. Consider name change

B. Consider Alberta, Mississippi for membership

Invite key legislators from (he Northeast and Midwest.
as well as the South and West, to participate on panels
on state trends

Invite legislators from Kansas, North Dakota,

Utah, West Virginia, and Pennsylvania, as well as

N CSL Energy and Environment Chairmen, and staff to

attend
Invite NARUC and other state regulators to participate

in the program

Hold Symposium on Environmentally-Significant
Energy Technologies as part of the Annual Meeting

Organizationally, review budget and institute
alumni project

Develop new Western Hemisphere energy contacts
Monitor European Community and OPEC actions
Educate the Council on energy issues in the Pacific
Rim

Review and update Council’s NES proposal

Review (and adjust as necessary) Council’s program
for effective input into federal energy and environ-
mental policymaking

Develop program for tracking environmental legisla-
tion

Develop systematic approach to interaction with
NARUC

Prepare 1991-92 Strategic Plan for the Council
Review Budget
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SOUTH/WESTENERGY COUNCIL

The South/WestEnergy Council is the organization ofstate
legislators representing the energy-producing states of America.
Drawing on the knowledge gained through years ofhands-on
experience, the Councilprovides a forum for state legislators to
develop public policy responses to nationalenergy and environ-
mental issues. Thepurpose ofthe Council is topromote a
national energy policy thatencourages domestic energy produc-
tion and ensures long-term energy security for the nation.

Through the Council, legislative leaders from the states of
Alabama, Alaska, Arkansas, Colorado, Louisiana, New Mexico,
Oklahoma, and Texas identify emerging policy issues in the
areas ofenergyproduction and environmentalprotection. In
developing public policy recommendations, the Council strives to
effectively promote energy and environmentalpolicies which will
provide the greatestincentive for the developmentofourenergy
resources while maintaining the integrity ofour environment.

Forover ten years, the South/W estEnergy Councilhas
actively encouraged the federalgovernmenttoprovide the in-
centives necessary for the developmentofdomestic natural
resources while limiting the regulation ofproduction, transporta-
tion, and pricing ofenergy resources.

Topromote its policy recommendations, the Councilhaspro-
vided testimony at Congressional and federal agency hearings,
coordinated letter-writing campaigns in supportoflegislation,
and filed intervention briefs in adjudicatory hearings.

In addition to directcontact with federal officials, the Council
influences nationalenergy policy by forging broad-based coali-
tions and coordinating grassroots lobbying efforts. The policy
statements contained in this bookletare examples ofthe Coun-
cils ability to engender wide spread supportfor itspolicy recom -
mendations. M any ofthesepolicy statements were adopted by
three or more ofthe following governmentassociations: the
Southern Legislative and Western Legislative Conferences ofthe
CouncilofState Governments, the National Conference ofState
Legislatures, and the Southern Governors’Association.
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PAN AMERICAN ENERGY ALLIANC*’

Background.

The past year’s fluctuations in world oil prices and supply patterns once again
demonstrate that the United States’ access to this vital strategic resource is vulnerable to
concerted political action by governments in the Middle East

In 1987, the United States reliance on imported oil increased to forty-one percent -
the highest percentage in seven years. With the United States’ demand for oil increasing at
a rate of two percent per year, the reliance on imported oil will increase because the
United States’ domestic exploration and production capability has been seriously eroded.

Over the past decade, the United States has successfully increased its share of im-
ported petroleum products from our Western Hemisphere neighbors and decreased our
imports from the volatile Middle East. Alarmingly, this positive trend has recently
reversed and the Middle East is again the dominant exporter of crude oil to the United

States.

The energ% crisis of the 1970s taught the United States that manipulation of the
world oil market by sovereign governments can run counter to the United States’ interests.
However, that crisis also proved that several of the United States’ trading allies could be
counted on for support in troubled times. In particular, Venezuela, Mexico, and Canada,
increased thieir exports of oil to the United States when other nations reduced their ex-

ports.

Canada and the United States have the largest two-way trade in the world. We are
each others largest export markets. Canada sells three-quarters of its exports to U. S.
markets, whiile at the same time absorbing almost one-quarter of total U. S. exports.

As energy partners, Canada and the United States have a history of cooperation
and trade. Canada currently supplies about five percent of the total U. S. oil consumption
and approximately five percent of the natural gas consumed in the United States - the
equivalent of over 700 thousand barrels of crude oil per day. In the event U. S. supplies
tighten, one of the first places for the United States to look for incremental supplies is
Canada. In times of U. S. supply constraints, imports of Canadian gas lend greatly to U. S.

energy security.

Mexico shares not only a common border, but also a rich cultural heritage with the
Southwestern United States. It has grown into one of our major sources of imported oil
and natural gas. In fact, Mexico was our third largest supplier of crude oil during 1987,
with only Saudi Arabia and Canada ranking higher.

Mexico’s dependence on oil earnings to provide government revenues and  sign
exchange is very clear. PEMEX investments in future oil and gas development and the
United States’ clear need for stable, long-term supplies of oil indicate that our trading
relationship can do nothing but grow in the future.

Similarly, almost half of all Venezuelan oil exports are to the United States. During
1987 Venezuela was the leading exporter of petroleum products and the fifth largest ex-
porter of crude oil to the United States. Combining products and crude oil, Venezuela is
virtually equal to Canada as the exporter upon which the United States most depends.



Venezuela has thi  bility to export large quantities 0. *ude oil and petroleum
products for many decades. The United States and Venezuela are close geographical neigh-
bors, who like Mexico and Canada, share similar forms of democratic government The
United States will need to continue to rely on foreign sources of oil for the foreseeable fu-
ture. Therefore, the oil situations of both countries are complementary and both countries’
long-term energy interests are such that the United Stales and Venezuela should continue
to be important commercial partners for many years under fair conditions of trade.

Action.

Canada, Mexico, Venezuela, and the United States are long-standing energy trading
partners. We share a history of working together in successful oil and gas exploration and
development. We share the ups and downs of a rapidly changing energy environment. And
we share a common vision of the future - a vision of a sound energy industry in each of our
countries - able to provide the energy security needed to ensure the health anc* vitality of

the entire Pan American economy.

The United States also shares a democratic bond with the people of Canada,
Mexico, and Venezuela'. Our governments strive to improve the overall well-being of all
our citizens, while providing rich opportunities for individual freedom and growth. Thus,
it is only natural that representatives of our four nations have gathered to explore options
which will increase the hemisphere’s energy security.

Therefore, in recognition of our long-standing trading history and to plan for the
increased security of our peoples and economies, the South/West Energy Council urges the
Congress and the Administration lo engage in formal deliberations with the governments
of Canada, Mexico, and Venezuela, as well as other interested American states, to develop
a Pan American Energy Alliance to provide reciprocal energy security measures for the

nations of the Western Hemisphere.
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The Need for an

Representative Pauline Eisenstadt

s the world watched Saddam Hus-
A sein's every move, it was easy to
feel overwhelmed by the fact that an irra-
tional despot so far from our daily lives
could play such a deadly role. However
ill-equipped we at home may be to judge
foreign policy decisions, there is some-
thing all citizens can do if we have the
resolve.

Our soldiers fought and died in the
Persian Gulf in part because of our
failure to implement a coherent and com-
prehensive energy policy, as well as
because of the aggressive opportunism of
Saddam Hussein.

Oil supplies to this country were dis-
rupted in the 1970s. Then we paid only
higher prices, not blood, to satisfy our
gluttonous energy appetite.

As long as we rely on an inherently
unstable region of the world to sate our
voracious energy wants, the Persian Gulf
scenario and the energy shortages of the
1970s will play themselves out over and
over.

There are solutions that a responsible
federal government must adopt, and
there may be ways citizens at the grass-
roots level can spur Washington to ac-
tion. The nation was on the path to
energy independence under the guidance
of Jimmy Carter, who stressed conserva-
tion and the development of alternative
energy sources as a substitute for Persian
Gulf oil.

Worldwide energy consumption drop-
ped enough to break the OPEC cartel.
Once that happened and the price of
Middle East oil fell, the Reagan ad-
ministration lacked the fortitude to stay
the course.

According to Department of Energy

Representative Eisenstadt is a member of the New
Mexico House of Representatives. She founded
Energy Consumers of New Mexico, a consumer
energy advocacy group, and served five years as
its executive director.

2

Energy Policy Now

statistics, U.S. domestic oil production
has increased from 15.3 million barrels
per day in 1982 to 16.9 million barrels
per day in 1990. Consumption, however,
has far outpaced these increases in pro-
duction, and the percentage of oil we im-

port has jumped from 28.1 percent to 45
percent in those eight years.

By contrast Japan, a country with no
oil resources of its own, managed to
spend only 5 percent of its GNP on
energy in 1985, while we spent 11 per-
cent. Japan and other countries are im-
proving their energy efficiency and
diversifying their energy sources faster
than we are. For example, projections for
the year 2000 show that renewable
energy (solar, wind and hydropower)
should account for 64.3 percent of
Brazil's energy needs, 63 percent of Nor-
way's and 13.5 percent of Japan's.

In the United States, it is anticipated
that these energy sources will provide
only 8.7 percent of our energy needs. By
1986, expenditures for research and
development of alternate energy sources
in the United States had dropped 80 per-
cent from their 1980 high of 5900 million.
Compare that with the 1990 price tag of
$16.4 billion for Operation Desert
Storm.

"We wouldn't have needed any oil

from the Persian Gulf after 1985 if we'd
simply kept on saving oil at the rate we
did from 1977 through 1985," wrote
physicist and conservation advocate
Amory Lovins in a recent NEW York
TIMES op-ed piece. This would make a
terrible epitaph on our soldiers' graves.

We are indeed far from the shifting
sands of Saudi Arabia and should prob-
ably leave foreign policy to the
diplomats. But viewing the national will
as an aggregation of the wills of each
state, we can take a first step toward
restoring energy issues to the top of the
federal agenda and do our part at the
state and local levels to reduce the coun-
try's dependence on foreign oil.

The New Mexico Legislature will con-
sider measures that would:

m Encourage state purchasers to con-
sider energy conservation as well as
short-term costs when buying state
equipment.

m Offer incentives for consumers to
purchase fuel-efficient cars, offer solar
tax credits and mandate recycling pro-
grams in all the state's urban areas.

m Establish an energy conservation task
force to include representatives of the Los
Alamos and Sandia national laboratories
which, during more prosperous times,
pioneered the national search for alter-
native energy sources.

These measures are not an end in
themselves. Rather, it is hoped they are
the sounding of a voice that has been
silent for too long.

The time is now for New Mexicans
and all Americans from our other 49
states to unite and send a message to
Congress and the president that there is
a strong will in this country to formulate
a coherent and comprehensive energy
policy, which has been absent for a
decade.

Installing energy conserving device?
and researching alternative energy
sources may be expensive. But as Sad-
dam Hussein has made so painfully
clear, money is just a pittance of the total
cost. Blood runs thicker than oil.

Stale Legislatures May 194]
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Washington— Just is the
United Sutes is working to create
i new world political order, it is
trying to shape a new order in the
world of energy.

In the future, the Bush adminis-
tration and many in Congress
want to see the nation get more
of its oil imports from within the
Western Hemisphere. Internation-
al cooperation also might extend
to linking natural gas pipeline
networks and electricity gnds, at
least throughout North America.

If such an alliance is achieved,
under either a multilateral free
trade agreement or a set of bilat-
eral pacts, the U.S. could reduce
its oil dependence on the volatile
Persian Gulf region.

Until recently, the United States
has been the chief—-and some-
times sole— advocate of a Pan-
American energy pact. But Pan-
American oil producers, hungry
for U.S. investment and anxious
about losing the U.S. market to
other exporters, are growing more
accepting.

Even Mexico, the na'.ion in the
hemisphere that is perhaps the
most fearful of U.S. economic
domination, is considering a free
trade treaty with the U.S.

“Our feeling is that we need to
build a new hemispheric strategy
with Venezuela, Mexico, Canada,
all combined.” Energy Secretary
lames Watkins, saio last i nurx-
da>. "Wc have a lot of work to
do. But | think here is pan of the
new world order emerging. And
h?r_e’s the time to take advantage
of it.”

Hoping to do just that, Com-
merce Secretary Robert Mos-
bacher last week led a delegation
to Venezuela to discuss oil
matters with senior officials of the
government and Venezuela's
state-ovxned oil company.

Mosbacher’'s meetings followed
others by Watkins and President
Bush. They also had similar agen-
das, say people familiar with the
meetings.

Many in Congress also support
a Western Hemispheric energy al-
liance. House Budget Committee
Chairman Leon Panctu (O-Calif.)
introduced a wide-ranging energy
measure Friday that calls for
greater hemispheric energy coop-
eration

SLUVUUC

Energy Secretary James W aftina

Proponents acknowledge that
the old order hinders develop-
ment of a new one. Throughout
the Americas— North, South and
Central- the United States is re-
garded with suspicion and resent-
ment.

Free trade pacts would require
other countries to give up at least
some of their economic sover-
eignty.

Meeting such a demand may be
politically impossible. The Mexi-
can constitution, for example, ex-
plicitly prohibits foreign owner-
ship of any of the nation’s oil
assets— most of which U.S. cor-
porations owned until Mexico na-
tionalized them in 1936.

Even the free trade treaty be-
tween the United States and Can-
ada, the nation most like the
U.S., took years to negotiate.

Moreover, unless governments
expend huge amounts of money
to subsidize the development of
non-convcntional oil sources,
such as tar sands in Alberta, the
United States still would have to
buy some oil from Europe. Africa
and the Middle East, which now
supply nearly two-thirds of U.S.
imports.

But if these non-conventional
sources were developed and gas
and electric networks were ex-
panded, allowing greater use of
mcsc energy sources, the Western
Hemisphere could become self-
sufTicient.

The Americas’ unconventional

cu

energy policy aim s to setup

Hem ispheric alliance

oil sources hold a huge potential.
Venezuela’s belt of heavy oil—a
substance more like coal thaa oil,
but more expensive to refine—
contains in estimated 1.3 trillion
barrels. That is more than the en-
tire world’s known reserves of
crude oiL

“There certainly is a need for a
Western Hemispheric alliance,”
said G. Henry Schuler, director of
the Center for Strategic and Inter-
national Studies’ energy section.
“There are advantages for us and
our trading partners in the hemi-
sphere.”

Many trade and energy experts
believe continental federations are
the wave of the future. They en-
visage Europe fueled by itseif:
Japan fueled by the Far East; and
the United States fueled by the
Americas.

But ail three economic blocs
would also continue to rely on
the Middle East.

In terms of energy, a vibrant
trade relationship in the Western
Hemisphere already exists, The
United States buys virtually all of
tbe oil exported by Venezuela,
Cantda and Mexico.

These three countries provide
33 i>crecnt of the oil that the U.S.
imports.

In addition, Venezuela and Bra-
zil sell sizable quantities of gaso-
line to the United Sutes, while
Canada supplies increasing
amounts of natural gas and elec-
tricity to U.S. consumers.

The nations’ energy companies
are becoming integrated as well.
Exxon Corp. and Amoco Corp.,
among other U.S. firms, own big
subsidiaries in Canada.

Meanwhile, Petrolcos de Venez-
uela S.A., Venezuela's national oil
company, avns Citgo Petroleum
Corp. and an independent re-
finery in the United states.

The next linkup may be be-
tween U.S. oil companies and the
Mexican national oil company,
Pctroleo? de Mexico S.A. In No-
vember, Mexico accepted a SI1.3
billion loan from the United
Sutes to build up its oil produc-
tion.

In return, Mexico indicated it
might allow U.S. firms to drill for
oil.

Should the arrangement suc-
ceed, trade experts say it would
hetter the dunces of an overall
bilateral trade agreement.
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THE BEGINNING OF
THE END FOR OIL

There’s no longer any doubt that the Middle East cam.ot be relied on for petroleum. The world

will intensify the search for alternatives—and natural :;as will lead the pack.

HE CONFRONTATION in the
T Persian Gulf conjures a host of hor-
rible prospects: Shuttered factories.
Gasoline lines. Blood in the sand. It
might not come lo that, of course. Iraq
could yet withdraw from Kuwait, stabilizing
oil prices and the world economy. But even
if this crisis goes no further, even if the
troops come safely home, even if the price
of oil soon falls, Iraq’s invasion of Kuwait
will be remembered as the beginning of the
end of the Age of Oil.
RIT>0K(LK AISOCIATKM/j 11 DIHItullllw It
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A historic shift isin the air. D order in the
Persian Gulf is looking more Kc the norm
than the exception. Policymakees»and execu-
tives around the globe arc as.ing, in the
words of Jack Bowen, chairma . of Transco
Energy, a Houston natural gas md pipeline
company, “ Wh;*: does this stulf. u/> cost? Is
it the price OPEC gets? Or is it <PEC's price
plus trade deficits, unemploymi nt. inflation,
and higher military expenditu: s?"

The lesson has been driven hi nc for good:
You jus' can't count on Midc ist oil. The
world will most likely respondw :h aconcert-

Photoorafiis by Georoe Steinmetz—Onyx

-by Peter N ulty

ed hunt for alternatives, starting with non-
OPEC oil. That's logical, because the dark
goo that provides 399c of the world's energy,
more than any other source, will be astaple of
the global economy for decades. Neither
coal, which is the second-largest energy pro-
vider wilh 289c, nor natural gas. with 2Irr,
can quickly replace oil. particularly as a
transportation fuel.

But explorers aren't likely to find enough
new oil to make OPEC a nonfactor in world
energy. After the oil price spikes of the Sev-
enties, thd industry mounted a rig-spinning

herder t0r energy Independence frnn OP1C. TNi explore! sncrewonapnyerbretk le InOmen-net e member ef the cartel.

S September to. iwo fortune j<
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exploration and development campaign
outside OPEC that produced new supplies,
mainly in Mexico, Alaska, and'the North
Sea. This production, together with conser-
vation, brought the cartel and oil prices low
in 19S6t"ut then demand revived, and non-
OPEC oil production— the preferred bar-
rels— couldn't keep pace. When oil-
consuming nations wanted growth, they
had to draw once more from the wells of
OPEC, And they have been returning in
such numbers recently that the cartel's
Spare capacity has dwindled fror 12 million
or 13 million barrels a day in the mid-
Eighties to four million.

‘A FORTUNE SEPTEMBER 10, IWJ

Thus governments and consumers will
probably become more willing to pay a
premium for non-oil energy, such as nat-
ural gas and coal, within their own bor-
ders. Their goal: maximum control of
their energy future®. The mos: likely
consequence: a long, slow ascend ince of
natural gas, which most experts t elieve is
more plentiful than oil and more evenly dis
tributcd around the globe.

How quickly oil will lose favo' and even
tually market-sharer depends 11 the out
come in the Persian Gulf., A Uni cd Nations
embargo against Iraq and Kuw; it. if dice
live, will remove about four mil ion barrels

- — of crude and re ncd prod
ucts a day from a .vorld mar
kct that consume» about 65
million barrels ; day. Most
experts believe there is
enough spare capacity in
countries like Saudi Arabia,
the. United Arab Emirates,
and Venezuela to rriakc up
the shortfall. To avoid gct-

Explorerswill soon a*gin scour-
ing tho Lastpeat frontiers for oil
end gat. Seismic wi rkers like
these inAlaska (leh and north-
ern Sumatra use sound waves to
map underground fvrmatlons.

OIL vs. GAS:
WHO HAS THE MOST

SHARE OF

WORLD RESERVES IN . .. OIL CAS
MkJdl« Lut S3.2%  30.7%
Latin America 12.3% 3.8%
U.S.S.R. and Eastam Europe 3.9% 38.3%
Africa 3.9% 8.7%
Asia' 4.5% 7.1%
North Amarica 4.2% 6.3%
Western Europe 1.8% 4.9%

*Includes Auiiralio ond New Zealand

ting caught with an empty tanker in the re-
sulting dislocations, oil companies arc
bidding up the price of crude. Says Ted Eck,
chief economist for Amoco: "We’re not
thinking about price; we are focusing on
feedstock." Prices may bounce around be-
tween S25 and S30 per barrel until the kinks

arc worked out.
A a relatively uneventful siege of

Iraq, followed by a peaceful resolu-
tion and return to the status quo— that is. to
explosive ethnic and religious competition.
During this time prices should settle in the
low to middle 20s, according lo Dennis Ek-
lof, a senior consultant in the consulting
firm Cambridge Energy Research Asso-
ciates. Once peace is restored, however,
prices arc not likely to return to the pre-Au-
gust $14 range. Those prices owed much to
OPEC members’ cheating on their guotas.
Tiny Kuwait and the Emirates, the worst
miscreants in the eyes of the cartel, won’t
resume such practices lightly.

The second possibility is that a shooting
war breaks out. disrupting Saudi Arabia's
five million barrels a day of production, or
the Emirates’ two million barrels, or both.
This would create the world’s first serious
crude-oil shortage since World War Il and
drive prices to unknowable heights. (In the
oil crises of 1974 and 1979. supply and de-
mand remained nearly in balance. Il was the
fear of shortage, which led to miscalculated
government allocation rules and lo such
panic stockpiling as topping off the tanks of
automobiles, that drove prices up.) Neither
outcome to the present mess is likely to re-
store confidence in Persian Gulf oil.

So whal should the U.S. do? Once the
world's greatest oil producer, the U.S. is ag-
ing rapidly as an oil power. Production fell
6% last year, and imports account for
around 50% of our needs, compared with

FTER THAT, there arc roughly
two possible outcomes. The first is



less than 300 in 1985,
The U.S. is (he most
drilled-up land on earth,
with 600.000 of the
world’s 900,000 produc-
ing wells. An average well
produces about 15 barrels
aday in the U.S., vs. 9.000
barrels u day in Saudi
Arabia.

Stopping the growth of
dependence on foreign oil
will not be easy, as experi-
ence shows. When oil prices leaped in the
Seventies, they set off a drilling boom that
employed almost live times as many rigs
(aboul 4.5(H)) as are working today. That ef-
fort, along wilh prior discoveries in Prudhoe
Day, was barely able to lift U.S. production
V.I between 1979 and 1985, after which pro-
duction began falling again. The chances of
reversing the decline in production and ex-
panding output today are even more re-
mote. Doing so would probably require the
discovery of gigantic new reserves several

times larger than Prudhoe Bay.
H no mystery: increasing exploration
and development, stepping up
conservation, and switching to alternative
fuels, Every bit would help. Last year the
U.S. used 16.5 million barrels aday. on aver-
age, and produced 9.2 million— 600,000
barrels a day less than in 1988. Replacing
that oil from abroad al today's prices would
add over S5 billion to the trade deficit of
some $95 billion this year.
All those calls we keep hearing for an en-

OW CAN the U.S. reduce its de-
pendence on foreign oil? There's

ergy policy tumb the ears,
but they .re right. The
question i-. what policy
changes w >ud really do
the trick? The Depart-
ment of En .-rgy is drafting
a list of op ions known as
the nation;' energy strate-
gy for del ecry to Presi-
dent Busl by year-end,
Befort tl at, it would
make sen-e— and break
fresh grou d— to assem-
ble ateam of experts from Co igress, the En-
vironmental Protection Age; cv, (he Energy
Department, environmental roups, and en-
ergy companies to synthesize a strategy Ihal
addresses bOth the environm mnt and energy.

Call it an ivmvwTjjy policy After the Er-
XOn 1Vide: accident last yea\ environmen-
talists beat back an indus y attempt to
open the Arctic National V ildlife Refuge
and the outer continental she fto oil and gas
exploration. The inevitable result will be
more oil imported in lanke s that may be
| eSS safe than oil and gas w, Iis. Now, with
conflict in the Gulf and risin.: oil prices, en-
vironmentalists are underxt endably afraid
(he tide will turn against the n.

Step back from the rush r mtoday’s news.
and it becomes clear that Ib . nation needs
to upgrade both energy supilies and envi-
ronmental quality. But that - tough lo do
when policy is being whips iwed between
cataclysmic events. An en energy policy
would pul us all on the same track. It might
recommend, for instance, dr iling the outer
continental shelf because it «minlains mostly
gas, the cleanest-burning fo sil fuel, which
won't befoul beaches in lhe t vent of a leak,
Here are some policies for an envenergy
team lo consider:

m Attack transportation. C rs and trucks
burn some eight million barr Is of oil a day.
almost equal to total import-. Several mea-
sures could help reduce that First, promote
natural gas as a fuel for lie* is of ca-'s'and
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trucks (not including commercial rentals),
which make up about 5[ of the nation's ve-
hicles. Switching to natural gas would be
lough for most motorists: Even if you could
buy a natural gas car. you couldn't lind i
service station to refuel it (unless you are in
Denver, where Amoco recently opened a
station with a natural gas pump il hopes
will attract daring converts). But licet ga-
rages can be equipped with the compres-
sors and hoses used to refuel with natural
gas, General Motors promises to produce
10(H) gas trucks ayear by 1992. and several
companies, including United Parcel Service
and Brooklyn Union Gas. are converting
some of their Meets to gas. If UPS and the
post office refilled their Meets. 255,INH) ve-
hicles in all. it would save almost ten mil-
lion barrels of oil a year, more than one
day's imports.

Second, improve the gasoline elliciency of
cars. Corporate average fuel economy
(CAFE) standards imposed by Congress
helped push the nation's miles per gallon
from 14 to 28. Dennis Eklof of Cambridge
Energy estimates this saves lhe U.S. about
two million barrels of oil a day, roughly the
production of Kuwait.

Another route to conservation might be
to raise the lax on gasoline, which varies
state lo state and averages aboul 27 cents a
gallon, the lowest in the developed world.
The lax in Japan is S1.62 a gallon, in Italy
$3.08. Raising the lax would be least pain-
ful. and perhaps most clleetive in the long
run, if the federal government committed it-
self to raising ii. say. 5 cents a year lor the
next 20 years. That leaves everyone plenty of
time to plan and adjust. S

m  Explore the remaining frontier*. Do
whatever is necessary through increased
safely regulations and oversighl lo prevent
environmental damage. The oil-bearing
reservoirs of Prudhoe Bay will yield more
than nine billion barrels, equal lo aboul
three years of imports, before they are fin-
ished. And right next door— off limits— in

=Aj ol AuguO 14
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Ihe wildlife refuge arc similar underground
formations in lhe same geologic trend. Nol
10 explore litem is shortsighted. Other
frontiers exist oil the shores ol California
nnd | loridn.

m  Reduce regulatory delays. Howen ol
Traitwo reeomntends creating .1 Inst 1rack
lor priority energy projects, shortening the
time spent on hearings and public review
and allowing sonic projects to move ahead
even as issues are thrashed out In court. Oil
Southern California is an oil licld called
Point Arguello Ihal sltou d yield al least 2110
million barrels. Chevron has drilled produc-
tion wells but for a year has not been al-
lowed to produce oil by order of the
California Coastal Commission.

m Promote natural gas. 0ne ol the quickest
ways lo do this would be lo speed up eerlt-
Mention ol new pipelines by the [cdcral
Energy Regulatory Commission. In New
England many businesses that burn gas in
the summer must switch to imported luel
011 in Ihe winter because pipelines into the
region can't handle any more gas. New
lines, such as the Iroquois project, which
would bring gas Ironi Canada, have heen
winding Iheir way through the regulatory
process lor four years. The American Cias

Association, a trade group,
says that within live years new
gas pipelines could eliminate
the need lor 15 million barrels
ol oil a day. about 15'/ of to-
day's imports.

m Boost research into al-

ternative energy sources.

linrope tind Japan make

more use of nuclear power (see :ahlc) than
the U.S. Plant designers tire tlinking up
much safer technologies, which r ust be test-
ed and relined. In one compac' design the
reactor building is capable ol a -orbing all
the heal the reactor can emit in I' : eventofa
cooling system lailure. More esearch is
needed inlosale means ol dispo- tigof spent
luel. Argonne National Laborali ynearChi-
cago is studying techniques lor educing its
radioactive tile, fusion reactor- which will
produce almost no waste, will r.cd at least
two decades of additional devi opmgnt. If
nuclear povvercan he made sale, tenelectric
cars using power generated by uclear sta-
tions would solve many ol today . problems.

m  Expand the Strategic Pet oleum Re-
serve. Il contains almost Mill) tillion bar-
rels ol crude and is scheduled 1 eexpand lo
7511 million. The SPR'x 70 day supply of

Nuclear power plants like this one neer Dieppe generate 70% of France's electricity. The t-.S gets only
20% of Its juice from nukes, and the figure won't Increase soon: No utility plans any new m clear p'lants.
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WHERE THE
ATOM BULKS BIG

Nuclear energy as a portion
all energy consumed

Sweden 31.6%
Rinco 29.7%
TWwin 15.0%
Wett Germany 12.6%
Japan 11.1%
us. 7.2%

imported oil may be one of the reasons
prices didn't fly up the way they did in the
aftermath of the Iranian revolution and the
start of the Iran-lraq war a decade ago. Ad-
ditional supplies should he even more stabi-
lizing. In the debate that hroke out over
how the SPR should be used, some politi-
cians urged the President to open the tap to
keep consumer prices from rising. Others
said it should be used only 10 compensate
for a real fall in oil supplies. In the present
dispute, with the possibility of a war in the
Gull that could create monumental short-
ages. the President is wise to keep the re-
serves in check.

ANY NATIONS will be consid-

ering similar options in the

years ahead, and their collective

actions will likely change the
face of the energy business. A consequence
lo watch for: The oil industry will embark
on its last great elephant hunt, the pachy-
derms being huge oil fields. Explorers at
[British Petroleum estimate that the earth
holds about 15(11) sedimentary basins in
which oil might be found, of which 5IMI re-
main unexplored because they were too re-
mote or because politics placed them oil
limits. Doth conditions arc changing. Tech-
nology is bringing lar-olf basins, such as
those inocean depthsof up lo a mile, within
reach. (Instead of production platforms
standing on the ocean lloor over the wells,
pipelines would gather the crude from these
deep wells and transport it lo platforms in
shallower waters.) And countries like Viet-
nam and Argentina Ihal have kepi oil and
gas explorers at arm's lengllt are beginning
lo open up in the hope of developing iheir
OWN energy sources.

For decades predictions in the oil busi-
ncs, have been followed by caveats like "If
anyone invades the Saudi oil fields, all bets
are off." When the present confrontation is
over, even if the good guys win, it's a safe
hel that the caveats won't go away. This isn't
the lasi crisis in the Persian Gulf. That fact,
and the world's reaction to it. will shape the
energy business for years to come. Q
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Many blame greedy Big Oil for the swift rise of gasoli le prices.

The real explanation is more interesting.

HE HEAT

im MOST im-
mediate and im-
portant effect of
the Mideast tur- ¢ OIL |l
moil lor many Americans
Is at the gas pump. High-
er prices are infuriating
and often ballling, Says
Marly Nyvall. Amoco
QOil's manager of market-
ing: "For the average
consumer, this whole area
is mysterious." Herewith,
answers to basic ques-
tions about gas pump
economies:
®  Why did gas prices go
up so fast? It's hard lo
blame consumers for
wondering why they
should pay Il to 2(1 cents more a gallon just
days alter Iragi tanks rolled into Kuwait
City—the oil companies were selling gaso-
line mftle from old. cheap crude, weren't
lhey?”They'd convince me better if they
told me sunspots did il." says Tim Iamillon
of AUTO, an organization of independent
gasoline dofeTs in Washington State.

Tho real answer is a combination of ac-
counting and price-setting practices for
crude oil. The last-in Ilrst-oul method of
f-accounting for inventory that most U.S. oil
companies use causes th- m to Frice prod-
ucts according lo the cost of replacing
them, not according to historical cost. Ren-
en seanees oo NUEIUINDIL

1 isim 11 M Asmm

Atempting terget. but thewrong one

MbyJoci Dreyfuss

son: When t's time to
figure prolit lor a given
quarter, the cost of the
most recent . purchased
oil is what icis subtract-
eel from re- inuos. Since
that cost we  up quickly,
oil compan s must in-
crease reve ucs quickly
asw:ll to m main prolit
margins.

Selling th  to the pub-
lic may be a >sing battle,
but former ' «*bil spokes-
man Herb* t Sehmerlz
thinks their, ustryshould
try. Says he. What the oil
companies t .ve not ade-
quately exp mcd is that
in a market conomy. you
have to price at replacement .. »t."

Those costs rose almost n -unity after
the start ol hostilities because rude pricing
haschanged since the oil shock of the IU7IK
and the emergence ol the futu :s market in
oil in the 1UHIh, “In the past «tueh foreign
crude was bought on acontract basis,” says
Amoco's Nyvall. Now Stlr/ ol he time, ihe
price isn't set until a tanker e mplelcs the
four to six-week journey Iror the Middle
East. So refiners' costs went u the minute
news of Iraq's invasion llashe. around Ihe
world—even though the oil t ey were re-
ceiving had been pumped wee s earlier.

m  Why did gasoline price* ri* e to mueh?
They didn't. A barrel of oil contains 42

PRICE AT THE PUMP: WHERE THE MONEY GOES...

LAt 1.10 1 gallon

mAl$1.28 a gallon

SOu<CM o<i inouorr riftrri. zooms* itrwwnt

4
O FORTUNE SIPrCMnrRUi.Iv*!

Based on a crude oil price of S18 o borrel

wholesaler 2¢ retailer 6¢

Bosed on o crude oil price of $24 o borrel

gallons. >each dollar-pcr-harrcl increase
In the price of crude translates into about
cents more per gallon. since May.
when anticipation of OPEC's midvejr
meetin% started prices up. the cost of
crude has risen S10 per barrel. To com-
pletcly cover this increase, oil companies
would have had to raise prices 25 cents per
gallon. But competition and consumer re-
shunce have kept most increases well be-
low this. Chevron Chairman Kenneth Derr
says. "We are woefully uttdcrrecovering
our costs.”
B Who wins and who loses from the price
rise? The clearest winners are those who ex-
plore for and produce crude. Their costs
don't rise and they are profiting from the
sudden drop in overall output

Refiners are a more complex ease. They
prolit most on the rare occasion when the
cost of crude is declining and prices of re-
lined products are soaring because’ ol tight
supply They're squeezed now because
competition keeps prices of relined prod-
ucts from rising as much as crude oil lias.
Average margins on relined products made
from high-qujlily crude climbed to a 1401)
high of $4 a barrel in mid-July, according
to estimates by Pcirolcum f/nlclti\;ctuc
[flvA/i. But when crude prices turned back
up. these margins shrank swiftly. By mid-
August they had sunk as low as SILHU a
barrel.

If prices stabilize, refiners' profits should
laltcn again. The integrated companies that
produce oil. reline it. and retail the resultin
products will on balance come out ahead.
The losers: gas station owners who arc re-
strained 14 competition—and of course
their wrathful customers. O

Old
price

$1.10

wholesaler 4¢ retailer 5¢
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SCORECARDS ON
THE OIL GIANTS

The U.S.-led embargo of Irag and Kuwait, which
together produced 20% of OPEC’s crude exports
last year, will jolt some of the world’s leading oil
companies and enrich others. Starting on this, page
are ten scorecards comparing the top companies
doing business in the U.S., the world’s largest market
for oil and the biggest importer as well. Tnese
goliaths aren’t accustomed to changing their sources
of crude from month to month, but some will have to

Exxon (us)
REVENUE: S86 6 b.H.on
PROFIT: $3.5 hill>on
PROVED RESERVES: 6 6 b.Il.on bb's
SHARE PRICE:
12-mo. hijti: 55"

lot 43"
rxcant; 52** PE 17

WORLDWIDE SELF-SUFFICIENCY IN CRUDE: 52%

SOURCES OF CRUDE IMPORTED TO (CS.:

22% OPCC (al frwn Partial
29*. Angaia 1GN Colombia
16*. Oman 17S Othar
eMY iYL YAY'IRT'Y Il Profits sagged after a S1.7hillion wruc-
off for the Valdez spill.... Over afifth of its U.S. imports come
from Persian Gulf OPEC members... Formidable evenso... Says
CEOQ Lawrence Rawl: "Current supplies arc adequate, but short-
ages could occur ifshortfalls in Iraq and Kuwait arc not replaced.”

Ml

WORLDWIDE 5 ELFSUFFICIENCY IN CRUDE: 39%

Mobil (us?

REVENUE: $51 b.H.on

PROFIT: $1 8 h.H.on

PROVED RESERVES: 2 6 b.H.on bbll

SHARE PRICE:
12-mo. th.i 69™  low 51VI
remt:67 PC IS

SOURCES OF CRUDE IMPORTEO TO U.S.:

33% OftC (12S W totallrww ba*

32% Canada 1LN UK

24% r *

COMPANY OUTLOOK:  Crude poor but has extensive natural
gas holdings. .. Says security analyst William Kandot of First Bos-
ton: “ Companies like Mobil might whisper in policymakers' ears

about natural gas asan oil alternative."... Ilas alucrative chemi-
cal! sideline Ihal makes commodity goods and Hefty trash hags.
cea e e o fhaurn®s *

f an d huym do*oto. l-uol 1989. »Nw<»do'o 0s ol 8/13/90. »<h P/l rsAcomfl
Wm | lov* qwonoli N-v. 30; U$ csvdo .moon, lor Mo, 1990

whi e the crisis lasts. Hardest pressed may be those
most reliant on lraqi oil, but all Persian Gulf
supplies, even from friendly Saudi Arabia, are in
jeopardy from the hostile troops massed along the
Kuv aiti-Saudi border. As petroleum prices rise, the
big profits will go to companies that produce high
percentages of the crude their refineries need—and
in't -e long run, to those like Amoco with substantia!
reserves of natural gas. m Dy Susan Caminiti

Royal Dutch/Shell O
REVENUE: $85 5 billion

PROFIT: $6.5 billion

PROVED RESERVES: 9 1h.H.on bb.'s
SHARE PRICE:*

12-mo. Nth: 87 lot.: 63"
rocntt: 83v’ PE: 13
e : SELF-SUFFICIENCY IN CRUDE: 52%

OF CRUDE IMPORTED TO U.S. |

5'-S> OPCC (225 0t total (rwa Irag)
1 S Mexico 6S Canada
1 S Wntn 2N Othar

_ Owns the world’s largest prosed ro-
se -cs of oil and natural gas liquids, much located in (he US___
Sc nc offshore rigs in the North Sea are shut down for summer
m _ tenance, temporarllY halting their production.... A big plus:
ra idly expanding natural gas production in Britain.

.% JHpond e B AG ORI, o e e v
L

British Petroleum iuk)

REVENUE: $49.5 btlltOn

PROrT. $3 5 billion

PROVED RESERVES: 4 9 bll.on bbh

SHARE PRICE;*
12-mo. high: 82**
rotsnt: 80"

low: 54SS
P.C: >3

TITITiTOE SELFSUFFICIENCY IN CRUDE: 68%

E LI inlalTii'vATlT'g
8" N OPEC (ai tram Mpria)
INUX % Zaira
% CatamMa
Scant exposure to Persian G ulf... Big
bu eraof Nigcnan light crude. .. Says BP Oil's general manager,
Lc Atkinson: "We would not describe the current situation as I
a» ipply crisis, nor is one imminent. Other producers can make Up
thi supply that had been coming out of Iraq and Kuwait." 1

" $ho- I.gvroi o>* lor AOfti ol Bi.mH P*i'03wm
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Q$§l% bHon

PROVE I% ERVES 2 3 b.H.on bbls

rlezcerﬂ gsEE g 43
121%

SOURCES OF CRUDE IMPORTED TO U X :

97®0 opcc (92°. ol total from Saudi Arabia)

3% Egypt
COMPANY ouTLOOK: _Flushwilh crude... Itsjoint venture
with Saudi Arabia in Siar Enterprise has the right to buy 600,000
barreIsPerdayofSaudl oil.... Management is minding the sfore
again aflcr long battle with investor Carl Icahn.. SaysTodd
L Bergman, securlt¥analyst at Goldman Sachs: "I expect to see a
big increase in cash tlow and more emphasis on exploration.”

@gg . $éﬁ hH.on

. 3Lo bHon

gﬁ%zp RVES' 2 7 h.H.on bhls
. /\

recent: .60 ® Lg/tv ﬁ@

WORLDWIDE SELF-SUfIFTCtENCY IN CRUDE: 76%

SOURCES OF CRUDE IMPORTED TO U .5. ]

48°0 OPCC (23*. «<total tr*a Partlaa

18% Canada 7% Norway

ISNMtodeo 12% Othar

COMPANY OUTLOOK: Largest nongovernment owner of natu-
ral gas reservesin North America; sees future in that fuel— at least
inlhe U.S.... Says H. Laurancc Fuller, president: *Tve seen crude
prices at all levels. | can say that we won't be making substantia]
changes in our strategy in the near future because of Irag.”

Atlantic Richfield tusi
REVENUE: $15 9 b.H.on

PROFIT: $19 b.tl.on

PROVEO RESERVES: 3 b.H.on bbls.

SHARE PRICE:
12-mo. hxti: HO1*  low: 95'T
recent: 136** PE 13

WORLDWIDE SELF-SUFFICIENCY IN CRUDE: 177%

SOURCES OF CRUDE IMPORTED TO U.S.:

63% OPCC ,551% M total treat Parti* QJtl
1ss Maafc 8% U X
8% Ciliatoli 6% Othar

COMPANY OUTLOOK:  Riving price of crude means increased
profits foroil-nch A m ... Producesoil in Alaska and Texas. . .
Exposed to Middle Eastern tumult only through its 49.9%-owned
Lyondell Petrochemical, a $5.3-billion-a-ycar refiner that imports
the hulk of Its crude, over 200,000 barrels per day.

46 FORTUNE SEPTEMBER 10 W)

i |ﬁ%z)1 ] '"0”
558 AVES 2 3 bHon bos
a1

SF
ARE PRI
12-mo. hi E tow53I
reernt; 78" P.E. 43
H i Al 113>
5 IN OPCC (26S ol totd from 1Srvlao Giof)
2-'% Mexico 3% China
1.% Norway 7% Othar

It"Jli 1*1 T»Idm<l Chevron has shifted from Persian Gulf
cr de to more from exico, and holds reserves of domestic natural
g- and heavy oils... Wrote off S1.2 oillion in 1989, partly as a re-
Su +of environmental concerns that led requlalors to bar produc-
tie i from offshore wells near Santa Barbara. California.

UbA (
REVENUE H«Sn
$ mI>on

RE PRI

“'19mo. IveT] 39'1 I0w21r
r*eent:32 T

OF CRUDE IMPORTEDTO U S

OPCC UA from Nnlaa CtoQ
2 >% Mexico .11% Canada
15% U X 17% Othar

EZZ27j2ZZnZ X119 The steelmaker that bought Marathon
C Istill gets 30% of revenues from steel... 7% of its U.S. imports
ci me from Irag Expects to make up the shortfall with por-
chiiscs from U mdependentsoron spot market, but that won't be
of-:ap... Well positioned in the Brae oil fields of the North Sea.

i P

PROVED%?ESER VES: 991 mll.on bbls

r««n} |}|h'3 ! LO\{VBZZE

WORLDWIDE SELF-SUFFICIENCY IN CRUDE: 88%

SOURCES OF CRUDE IMPORTED TO U.S.: K fM *
4 5% OPCC (23% at total trtm Sau* AraMa)
4 <% Angola 8% Oman
R?.; | ifi)ljir<l«fm No U.S. imports from Iraq or Kuwait
.. Produces almost 90% of its refinery needs. .. Like Chevron,
Pi .Dipsisbarred from pumping oil from its offshore Califor-
m . field, causing a $280 million write-down in 1989... Expect the
cr npany to invest any increased cash flow from higher crude pnees
in is promising U.S. and Canadiin natural gas operations.



MEXICO 497 US.5 > France 5%. Bralil 2°

CANADA 254 Nctherlandx 0
Importers
()
u.S. 2,421  Saud Arabia IX°0. Nigeria 12% Mexico 12% Caneda 1100

Veneluclj 1WA Iraq 7% UK %4 Indonesia 2% Kuwait 2

The world's major crude ol
importers and exporters—and
who gets what from whom.

OPEC member Importer 9 Exporter

6 VENEZUELA 342  US. 44V. N, Antilles 15%. W. Germany 9%, Canada 3*
6 ECUADOR .72 S. Korea 33%, U.S. 23%. Puerto Rico 16%. Panama 5°a
COLOMBIA 54  NA
ARGENTINA 3 NA

IMPORTERS Imnort! n S d

total cor umptlon
BRAZIL 233 lrag 38%, Saudi Arabia Iran W , Nigeria 6% ,Kuw ait S% 53%
CHILE

AFRICA

6 NIGERIA 454  U.S. 49%/,. Spain 11V,. W. Germany X%. France +%. Netherlands 6'
LIBYA 312 Italy 36%. W. Germany 26*#. Spain It)**. Franc ">%. Greece X%
ANGOLA 152 NA
EGYPT 145 NA

6 ALGERIA 50 Italy 33%. Spain 15%. W. Germany 14\, US : i%. France 7%

60ABON 45 France 3184. Netherlands 27",. lrayil IV US 10%. S. Korea 3

MIDDLE EAST

Exporters

AR Mpnn
<$>SAUDI ARABIA 1,3435 llyjs. 25%.. ipan 14%. France 6%. Bahrain 5%. Singapore 5% 255,000
6 IRAQ +23 US. 16%. Ira/tl 11%. Turkey 11%. Japan H%. USSR 7% 100,000
6 iran 544  Nctherlaml  14%. Japan 12%. Italy «% Tuikcy 7%, Belgium 7% 92,400
6 uae. 500 Japan 47%. ltaly 7%, Singapore 7%. U.S. 5V S Korea 5% 94,100
KUWAIT 270  Japan 27% Netherlands 17%.US 12%.1taly'1%.11ra/tl4%.S. Koread% 44,500
6QATAR 107  Japan5K% France 11, 3.200



WESTERN

Exporters

R

UK. B13
NORWAY 343
Importers

Annual anwmé
W. GERMANY 524
FRANCE 443
ITALY 441
NETHERLANDS 352
SPAIN 334
BELGIUM 172
SWEDEN 104

Matnmarfcota
W.Germany 27V.,Canada 18%. U.S. 18V, France 13%. Netherlands 10%

UK. 34%. Sweden 12V.. W. Germany 12%. Netherlands IIV.. Fra ice 9%

5,200
10,400

mpefta aaa % of
| echaumpticn

UK. 26%. Libya 16%. U SSR. 8% Norway 8%.Vcnewela 7% 94%
Saudi Arabia 18%. U.S.S.R. 14%, U.K. 14%. Iraq 9%. Norway 7V 96%
Libya 25%. U S S R. 19%. Iraq 13%. Saudi Arabia 12%. Iran 11% 93%
Iran 22".. UK. 14%. Kuwait 13%. Saudi Arabia 13V.. Norway I 94%
Mexico 23%. Nigeria 15V, U.S.S.R. 13V,. Libya 10%. Iraq 10% 97%
Iran 24%. Saudi Arabia 15%. U.K. 11%. Norway 10%, Irag 8% 99%
Norway *0%.U.K. 16V, Iran 12%.U.S.S.R. 11%. Venezuela7% 95%
U -SR. 1,026 E Germaoy 13%. Czechoslovakia 12
oland 10%. Bulgaria 10%. Italy 9%
IPORTERS
WWTI a&%j Main tuppdon totglOrtl %r%s/o?
C Je IERMANY 150 USSR. 90% 99
CL,;'"CHOSLOVAK1A 120 USSR. 100% 99
PC LAND 110 U S S.R. 97% 99
HINGARY 62 U SSR. 88% 82
ASITA |
Exporters f t
(a %%%aat Ot n‘ *wrr'h)' mediate . Ito)éléjn{;lo”fl
6 INDONESIA 249 Japin64%. U.S. 27%, Australia 3%. Taiwan 2% 4,300
CHINA 202 NA 23,000
MALAYSIA 146 -NJ 2,900
BRUNEI 51/ Nr 1,400
IMPORTERS
Annuel aiopy R el
JAPAN 1,191 UA E. 20%, Saudi Arabia 16%. Indonesia 13V,. Iran 6%, Kuwait 6".  99%
S. KOREA 241 Sai Ji Arabia 14%. U.A.E. 9%. Kuwait 4%. Libya 2%. Indonesia 2% 100%
SINGAPORE 252 SatJi Arabia 28%. U.A.E. 15%. Iran 10%. Kuwait 2% -J 100%
INDIA 130  Sai li Arabia 28%. Iran 23%, Irag 20%. U.AEE. 11". USSR. H% 34%
PHILIPPINES 74 U." E. 13%. Iran 10%, Kuwait 10%. Saudi Arabia 6% 97%

Altl(ur,t ofabotad on tf 08 doio horn tha Un>ud Notions ond 0 H C, with that* tKtplioni: Oil fesa> « war# provided by oil & Got Journal, dolo lor Hungory ora 1907, and U S
ligufiiora lor 1909, provided by tha InlafnoliwnoKnirgy Agency. U.S. Imponilnriudanolurol goiliQ di Iniulli(itnidolo waraovoilnbla (or Myonmor (formerly Curmat

im U il 1C
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Sti/TEMBFR 1. FFM FORTUNC 49



OlL PRICES WONT
BRING A RECESSION

Yes, the economy is fragile, but pessimistic forecasters have learned the wrong lessons from the

past. The jump this time doesn’t compare with the ear ier ones.

IGHER OIL prices have raised
H simmering worries about the

economy to aboil. The small band

of forecasters who expect reces-
sion-some say a downturn started last
spring— is growing and getting a lot of at-
tention in lhe press. But the Middle East
events that have raised uncertainty to nerve-
jangling heights do nol spell doom. For-
t o m sjudgment remains basically the same
as in our midyear IK-monlh forecast: De-
spite lots of slow-growth discomfort and nail
biting, no recession before at least the end
of 1991. Inllalion will get worse— but oil will
be ihe least of the reasons.

A common mistake is to draw the wrong
lessons from the past. The 1973 and 1979 oil
shocks (hat ushered in recession and infla-
tion were much bigger relative to the econo-
my than this one is so far. Many pessimistic
discussions measure the S25-a-barrel U.S.
price of imported oil reached in mid-August
against the transient low of around Sl4 in

OVERVIEW

Inflation will climb
5% tills year.

0 over

Consumers will ke< P ex*
penditures growing at
only a moderate rate.

Businesses willcortinue
to lift capital spending.

July (see chart, next page), stead, you
should weigh the new prices acainst those
that had been generally cxpcctci before the
Iraqi invasion. Fokium was Hiking for
close to $19 by the end of this > ar and S2I
by the end of 1991. So Ihe Iragis have added
about S5 to the cost of oil for the rest of this
year and even less next year. No’aing iscer-
lain in the volatile Middle Ea-t. but the

m Dy Todd May Jr.

most prudent assumption is that once the
promised additional production is pumped,
the price will settle close to the current level,
perhaps after going a bit higher before the
increased How has started. With U.S. oll
consumption al 6.3 billion barrels a year, a
S5 increase would add S3I) billion lo the cost
of oil. the equivalent of ().5rf of nominal
GNP. That will produce a much smaller jolt
io inllalion and growth than the increases in
1973-74 (2G of GNP). in 1979 and 1981
0.5G ). and 1980 (2.4G).

The economy is weaker this time, to he
sure, but that has its bright side: fewer ex-
cesses waiting to be corrected. For example,
consumer spending was rising al a rapid 4rr
pace just before all Ihe earlier crises. Out
having already slowed to a moderate Ir? to

[ in ihe past year, il is now sustainable.

Consumer confidence as measured by the

Sindlinger & Co. index took a dive during

140- Indon: December 1986* 100

STALWART SPENDERS

Comm er confidence tut taken mtumble, bull not
to a dangeroue depth. Radio Shack cutlomerl are
buyingat beforeatatom everywhere,

Including thlt one In Torrence, California.

cenTriemru inmm rnnTUUS
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Ilie week of Ihe invasion anil Ihe week aller.
Sindlinger has shown mueli the same irends
in lhe past as the Conference Hoard month-
ly index of consumer confidence, hut is usu-
ally more volatile, perhaps heeause il asks
only about personal outlooks and has a
changing sample, liven taking ihe drop al
lacc value, ihe early August number is still
above the lows of [)K7. when consumer
spending barely stumbled.

Consumer altitudes will bear watching in
the months ahead, but so lar other measures
confirm their relative buoyancy. Tandy
Corp. receives daily reports Irom its 4.HIlll
company-owned stores covering every city
of I5IKMI or more. Through mid-Augusi.
says Tandy Chairman John V. Roach, "there
has been no change in customer volume,
unit volume, or purchase si/e." Sales ol do-
mestic cars dropped lo ati.ft million annual
rale in early August Irom the 71 million
pace for July as a whole, but that’s no lower
than many ten-day periods in Ihe past few
months. Homebuilding has shrunk from the
excessive pace of a lew years ago. and sin-
gle-lamily starts may even recover some in
the months ahead.

llusiness spending lor inventories, plant,
and equipment is somewhat more problem-
atic. Willi recession talk abounding, corpo-
rate olliccrs couM lean on the divisions lo
stretch out or delay capital projects, llul
they've heard dismal appraisals many limes
before during this long expansion without
losing nerve. And mounting inflation will
spur some investments before equipment
costs go higher, especially when many man-
ufacturing companies are striving to im-
prove cllieicney to meet tough competition.

Note well: Manufacturing capacity utili-
zation is still a mite above the average for
ihe past 21) years and only marginally be-
low last year's peak. The accumulated
slock of plant and equipment, a rough
measure of capacity for the whole private
economy, is growing only 2.7G a year,
compared with over 4G in M7l and M7,

The increase is just about in line with aver- .

age output gains expected over lhe nckt
several years: no big correction needed
here. So capital spending in real terms will
al least hold steady over the next few quar-
ters and likely rise a bit

An inventory cutback was already in the
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FORTUNE'S BASIC
OUTLOOK

m  Growth: Real GNP will
expand 1.5% during
both 1990 and 1991.

m Inflation: GNP price
increases will climb
from 4% during 1989
t05.5% in 1991.

m Interest rates: Slext
year they will k&2 up a
percentage poht from
the spring lows

cards following the large I' ildup in the
spring. In Fokh’M s stove ol inventory
policy taken before the inv. .ion, business
wanted a slower and more m. lageable pace

but wasn’t planning any Inp 'datum. Here
again, any fear of recession w 'l probably be
offset by anticipation ol layer prices for
purchased goods and maleri .is. as well as
lor lhe goods sold. As accm illation levels
out in lhe fall, growing liti.il it maiul will lilt
output slowly.
Thus real (INI'will grow a, a 1.5', annu-
al rate or so this half.
That's a half percentage
point less than projected in
our midyear forecast; the
reason for the reduction is
not just oil but also the
Commeree Department’s
revision ol earlier CiNP
data. The 1.5G pace will
hold during IW I-only a
slight improvement from
the 1.2G of the past four
quarters and well below
the 2.7G in the year ended it mid-MW).
The recession forecasters ire still in the
minority. The Uluc Chip Com :nsus forecast
following the invasion predi.ts nearly the
same growth.Fokihni does 'or the rest til
this year and even foreseesa 2.1G gain dur-
ing M))l. Five of the 4H forecasters now pre-
dict Ihe two Consecutive quar ers of decline
in real GNP that is usually cit :d as the defi-
nition of recession. Uut that d.Tmilion is er-
roneous. Though nmsl recessions include al
least two such quarters (the MWI recession
had only one), the National 1) ireau of Eco-
nomic Research, the official a biter in these

matters, examined.i Aide range ol other tig-
ures in judging .ItCthcr a rec”cion has ac-
tually occurred afid when,

One clear victim of the new jiiiers in the
budget summitA\Wc never thought lhe con-
ferees would cnad the S5t)billion package ol
lax increases unci spending cuts they had
talked about lor liskd M'M. At midyear S35
billion seemed a more reasonable bet. Now
S2Dhbillion appears most likely — and the SI5
billion swing in fiscal stimulus will olivet a
good chunk ol the drain of oil prices (only
hall ol which will escape the eouniiy).

Toutt si expects the oil jolt to add no
more than a hall percentage point lo ihe in-
llalion rale this year, but then we were more
bearish than most about the outlook belore
lhe lit hit Saddam. During the next lew
months inllalion will probably reach an an-
nual rate ol (>', or more belore subsiding
With profits already strained, many indus-
tries will pass along the costs belore the year
is out. So inllalion in the broad CiNP prices
will average 5.2' < up from 4'» in MAk. Next
year llal oil prices, assuming no .iddilion.d
losses in production, will ease Ihe pressing
llul this year's rale will take a continuing
loll, adding lo the climb in hourly pw in
I''M and pushing companies to recoup
these and other oil-induced luts on proles
through higher prices. loun si expects in-
llalion at 5.5', next year, 15 percentage
points higher than the current consensus.

With inllalion running at
such arale, the Federal Re-
serve won't be swayed bv
slow economic grow tl:. Nor
will it worry much aboul a
moderately weakening dol-
lar. Once Chairman Alan
Greenspan has dear evi-
dence ol higher sustained
inllalion. lie will tighten.

Short-term interest rates
have barely budged since
the invasion — investors

have been parking Iheir money while sorting
out the prospects, As lhey do, short rates will
rise— next year they will be a point or so
above Ihe spring lows. Long-term rates have
less far lo travel. Yields on the 3il-ycar Trea-
sury bonds had climbed about a hall percent-
age point by mid-month and should go up
somewhat fuilher in the months ahead. The
increase will be limited because the Fed’s
lightening will show investors that it is seri-
ous about lighting inllalion. Slow growth and
light money is a formula guaranteed lo keep
anxieties on a high plane— but it beats any of
the realistic alternatives. o

«



U.S-Economy Is Pumpedby OIil

Share of imports in U.S. petroleum use
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The federal government hasn't been able to come up with an energy policy,
but there are plenty of good ideas in the states.

Paul Doyle

en Iraq invaded Kuwait and as-
\/\/;embled troops on the Saudi Ara-
bian border, the United States began to
fear for its economic security, so depen-
dent on oil. But with victory for our side,
and oil prices falling, the incentive to
develop an energy policy may be wan-
ing. Unfortunately the problems
remain.
« Saudi Arabia, Iraq and Kuwait contain
roughly 45 percent of the earth's oil
reserves and 20 percent of all current oil
production capacity.
e The United States imports twice as
much oil today as in 1973, the time of
the first energy crisis.
A record one-half of the 17 million bar-
rels of oil used to run the U.S. economy
daily comes from foreign sources. In
1973, only 35 percent came from

overseas.
With no other alternative to fuel our

nation's economy in the short run than
foreign oil. the prospect of Saddam Hus-
sein controlling almost half of the world's
oil made Americans very nervous. Gaso-
line prices shot up and many energy offi-
cials warned that a new energy crisis was
imminent. J Michael Davis, the Energy
Department's assistant secretary for con-
servation and renewable energy, called
the Iraq crisis a ‘wake-up call'Iffor a U.S.
energy policy.

But now that Hussein has been de-
feated, Americans may be falling back
to sleep. Energy analysts believe that the
crisis in the Persian Gulf will do little to
break the country's addiction to foreign
oil. failure to adopt an energy policy

Paul Doyle coven environment and energy iwuc*
for NCSL.
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that would move the country toward
energy independence may lead to even
greater problems in the years ahead.
"Our nation has its head in the sand
when it comes to domestic energy
policy." says Senator Ralph Rosenberg,
chairman of lowa s Senate Environment
and Energy Utilities Committee.

One of the main reasons why a policy
has not been developed has been a lack
of consensus over what form it should
take. There is an ongoing debate within
the energy community over whether to
increase energy production or reduce
consumption.

Conservationists believe the answer is
greater emphasis on energy efficiency
and renewable energy measures. They
say we must look at mass transit and re-
quire auto manufacturers to produce
more fuel-efficient cars. This view was
expressed by the ChIristian Science Moni-
tOr when it declared that the nation need-
ed to go on a “fossil fuel diet.”

Conservationists also foresee the coun-
try returning to some of the Carter-era
industries such as alternative fuels and
solar energy. Federal spending on energy
research and development was cut in half
in the 1980s, with renewable energy
research and development falling from
5700 million in 1981 to 5115 million in
1989.

But the war with Irag may rekindle
some of these industries. Anticipating a
new-found interest, the Florida Solar
Energy Industries Association has
nominated Saddam Hussein for its "Solar
Man of the Year'award. But even if the
government once again gets behind the
industry, it may be 10 years before
renewable energy sources are used

Energy G am e

extensively.

In contrast, those supportir.it produc-
tion believe the nation should focus on
developing energy sources that already
exist such as coal oil and natural gas.
Oklahoma Congressman Bill Brewster,
a former state legislator, maintains that
the nations energy efforts should be
based on maximizing domestic oil re-
serves and producing alter-ative tueis.

Coal is the nation's musi abundant
fossil fuel. There are 268 billion tons in
reserve, enough to last three centuries at
current consumption rates. Today 57
percent of the nations electricity needs
are supplied by coal. Unfortunately, one-
third of all carbon monoxide emissions
come from coal-related activities. The
use of coal as a major energy resource
will be limited without development or
new clean coal technologies.

Oil industry officials believe the recent
increase in oil prices will result in new
exploration and more oil production,
which will drive oil prices lower.
Domestic crude oil prices jumped from
an average of S19.65 a barrel in 1°S9 to
about S24 in 19°0, yielding greater pro-
fits for oil companies. As a result, ac-
cording to a recent Salomon Brothers
survey of 210 companies, exploration
and production spending may rise 17.5
percent to S46.8 billion in 1991.

Our country's supply of oil, however,
may be drying up. The United States is
still one of the largest oil producers in
the world, but capacity is diminishing
rapidly. Currently, OPEC nations have
75 percent of the world's oil supplies,
compared with the United States « per-
cent. Domestic oil production has de-
clined from a high of about 9.7 million
barrels a day in 1970 to about 7.7 million
barrels today.

The country's best immediate alter-
native to imported oil may be natural
gas. The United States has an abundant
supply, and it emits the lowest levels ot
air pollution of all the fossil fuels. Ac-
cording to the American Gas Associa-

te



Bush Energy Plan

e National Energy Strategy re-

leased by the Bush administration
in February is possibly the most
political document to circulate
through state and federal policy chan-
nels in the last decade. Culminating
more than 18 months of public hear-
ings and debate, the strategy was
drafted by the U.S. Department of
Energy and designed to spur more ef-
ficiency and competition in energy
markets while balancing environmen-
tal and economic interests.

You can tell what's in the plan by
the lineup of critics and supporters.
Secretary of Energy James D. Watkins
said it lays a comprehensive founda-
tion for a cleaner, more efficient and
more secure energy future." Oil com-
pany executives called it "sound
public policy." The American Gas
Association commended its dedica-
tion to cleaner fuels.

Democrat Senator Timothy Wirth,
a member of the U.S. Senate Energy
and Natural Resources Committee,
said the administration's plan was
"short on vision and short on
strategy.' One major environmental
group called it the Christmas wish
list" of the nuclear power and coal in-
dustries. WaShlngton Post columnist
David Broder said the plan was "too
senous to be dismissed, but too con-
strained by complacency to serve as
a spur for needed action."

The administration's energy pack-
age is not just a policy statement: it
includes recommended legislation,
and that legislation must now be
passed by Congress - the Bush admin-
istration’s toughest battle. There are
more than 80 different energy-related
bills circulating in Congress now, and
each has the potential to affect the
Bush plan.

One of the bills sure to impact the
Bush plan is the Johnston-Wallop bill
(the National Energy Security Act),
which also calls for increased produc-
tion but relies more on conservation
measures than the president's pro-
posal. Senator J. Bennett Johnston,
chairman of the Senate Committee on
Energy and Natural Resources, main-
tains that Congress can pass a "com-

Borrow s

prehensive national energy policy
which will emphasize the Made in
America' parts of energy, including
conservation."

The National Energy Strategy con-
tains hundreds of good ideas (old and
new), and if it is passed at the national
level, most of these ideas will have
far-reaching implications for the
states.

A few of the more salient areas
where the states will be affected in-
clude coastal plain and offshore oil
production, regulations for coal and
natural gas production, nuclear plant
licensing, utility reform (including in-
tegrated resource planning), alter-
native fuels, mortgage financing in-
centives for energy efficiency and
building and lighting efficiency
standards.

As expected, the White House plan
calls for opening up the Arctic Na-
tional Wildlife Refuge and some
outer-continental shelf areas, pri-
marily on the West Coast. The Bush
administration plans to deregulate oil
pipelines further in an effort to reduce
costs and make oil even less costly to
the consumer. The plan calls for
working with state regulatory agen-
cies and removing current coal and
natural gas regulation, and streamlin-
ing the environmental reviews of
natural gas pipelines and coal slurry
pipelines.

The strategy calls for scaling back
regulations that govern new nuclear
power plants, while increasing sub-
sidies to the nuclear industry, and
minimizing public input on where
nuclear plants should go. The ad-
ministrations plan would reduce the
states' veto power over nuclear siting.

Integrated Resource Planning (IRP)
advocated in the plan, may be an un-
familiar term, but it's a term that will
dominate many state energy agendas
in the next few years, with or without
a national energy strategy. IRP re-
quires that when a utility plans future
energy use it must take into account
energy efficiency and environmental
and social costs as well as direct
economic costs, public participation
and the uncertainties and risks asso-

from

States

ciated with producing power (includ-
ing unintended results). The federal
government realizes that states art
best equipped to deal with these kinds
of utility reforms.

The Bush proposal endorses alter-
native fuel production. The adminis-
tration is inching toward requiring
alternative fuels for vehicles in car.
truck and bus fleets, as well as requir-
ing federal fleets to use alternative
fuels. The plan supports the use of
ethanol, and the administration has
proposed increased support for
"energy crops " and alcohol fuel pro-
duction.

The administration's proposal does
not include a recommendation to in-
crease automobile fuel efficiency stan-
dards, which is seen by some to be a
shortcoming, since in 1988, U.S.
vehicles alone consumed 22 percent
more oil than the nation produced.
However, Bush does call for a Depart-
ment of Transportation study of fuel
economy standards this year.

The administration has pledged to
provide technical and financial sup-
port to states to develop and expand
energy efficiency ratings for use in
home financing. Some states are
already experimenting with mortgage
financing incentives that benefit
buyers of energy efficient homes, and
32 states have set up systems to rate
the amount of energy a new home
will use.

Most of the significant energy legis-
lation in the last decade was design-
ed and implemented at the state level.
California, Massachusetts and Rorida
have required energy efficient lighting
and appliance standards for years.
lowa and New York already have
comprehensive state energy strategies
in place, and California, Vermont and
Washington are considering such
plans this session. Nevada has legis-
lated Integrated Resource Planning,
and Wisconsin has nationally recog-
nized energy efficient building codes.
In a sense, the Bush energy strategy
mirrors successful state programs
already in place.

-George Burmeister. NCSL
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tion. within 10 years natural gas could
be substituted tor 2 billion barrels ot oil.
an eighth ot current American oil con-
sumption. For this reason, many energy
experts believe that government policies
should encourage the development ot
natural gas. Congressman Brewster says
natural gas is the wave ot the energy
tuture because it is abundant and
cheap.

According to Senator Pat Deluhcrv,
sponsor ot lowa s Energy Efficiency Act
of 1J90, the lack of consensus over the
nation senergy policy means that citizens
are looking for direction and leadership
in the area ot energy. As a result, many
policymakers are calling on Washington
to develop a national energy agenda that
federal, state and local officials could
rally behind. President Bush directed the
Department of Energy to prepare a na-
tional energy plan for the country. The
strategy was released in February, beset
by criticism.

The strategy now goes to Capitol Hill
where it will be considered along with
more than 80 other energy bills pending
before Congress. Assemblyman William
Hoyt, chairman of the New York
Assembly Energy Committee, warns that
it may be a long time before a national
energy policy becomes reality. "It will be
at least a year before DOE's national
energy strategy is translated into specific
legislative initiatives," says Hoyt.

e cornerstone of the president's

strategy is increased domestic oil pro-
duction. This will mean exploring new
areas of the country that may have oil,
One such area is the Arctic National
Wildlife Refuge (ANWR) in Alaska, a
national sanctuary for wildlife located 60
miles east of Prudhoe Bay. Oil officials
believe that ANWR, with an estimated
3.2 billion barrels of oil, has the greatest
potential for domestic oil production, it
is most important that we know what
our actual energy reserves are," says
Alaska Senator Drue Pearce, past chair
of the Senate Special Committee on Oil
and Cas. For this reason, we should
begin exploration activities in ANWR as
soon as possible.”

Assemblyman Hoyt agrees. "Our na-
tion needs oil production." he says. "An
effective energy strategy must couple
conservation and efficiency with produc-
tion measures. Developing new sources
of oil [such as ANWR]| can be done
without damaging the environment,"

Stair Legulllurw Mjv W1

Hoyt maintains.

With images in mind of the environ-
mental damage caused by the Exxon
Valdez oil spill, opponents of a massive
oil exploration project in ANWR fear the
etrects it may have on the state of Alaska
and Prudhoe Bay, They contend that the
country should at least try conservation
measures and development of renewable
energy sources before jeopardizing an en-
vironmentally sensitive area. They also
point to geological estimates that there
is only a one-in-five chance that oil ex-
ists in the refuge,

The Alaska Legislature passed a
resolution endorsing the exploration in
ANWR, subject to four conditions. The
project would have to guarantee to pro-
tect the environment, provide job oppor-
tunities for Alaska residents, continue
the current revenue-sharing formula
where °0 percent of the federal govern-
ment s royalties are paid in cash to the
state, and indemnify any action that
damages fish and wildlife resources.

Senator Pearce believes oil production
must be a part of the nation’s energy
strategy, but he warns that exploration
in ANWR is no quick fix, ‘If we discover
oil in ANWR tomorrow, it will be 10
years before it is on the way to refineries."

With the supply of domestic energy
falling and the federal government's
energy policy uncertain, the burden of
reducing the nation's dependence on
foreign oil falls on the states. According
to Hoyt, "the states are way ahead of the
federal government in terms ot develop-
ing energy initiatives," As a result, "it will
be state legislators and state energy offi-
cials developing the nation's energy
policy," says Rosenberg.

While Washington is still debating
whether to pursue conservation or pro-
duction. the states are doing both. Oil
producing states are pushing companies
to explore new wells and to get more out
of old ones. "Dependence on foreign
energy supplies will decline as we in-
crease research into alternative fuels and
discover more efficient recovery methods
tor existing oil reserves,” says Alaska
Senator Drue Pearce. "l foresee us [now|
returning to oil fields one or two more
times."

'‘Because the nation's oil supply is
diminishing, we need to make sure we
get every drop ot oil out of our wells,”
says Congressman Brewster. He recom-
mends tax incentives to encourage oil
recovery and wildcat (new) drillings. "We

need to be innovative in providing mcen
tives to increase oii production, he.;. -

Some states have created tax mam
lives to encourage new drilling and tn,
recovery ot oil from existing wells. Fo
example. Oklahoma provides tax incert
tives tor horizontal drilling, a procedun
designed to extract as much, oii as pos
sible out ot a well

In addition to encouraging produc-
tion, states are also adopting conserva-
tion measures. State programs that tocus
on reducing the demand for energy have
paid major dividends in recent years. Of-
ficials estimate that energy efficiency
measures already implemented at the
state level save more than SITO billion
a year.

Most ot the state efforts have been to
encourage utility companies to conserve.
lowa has one of the most comprehensive
programs. It was developed as part of the
state's major energy efficiency bill
adopted in 1990. According to Senator
Deluhery its purpose is to move utilities
into the energy conservation business."

The program calls for utility com-
panies to consider alternative energy
sources in meeting their energy projec-
tions rather than just constructing new
power plants. They are required to rein-
vest 1.5 percent to 2 percent of gross
operating revenue in energy efficiency
practices. And they must also offer
technical assistance on saving enerey to
low income families and provide loans
to customers to help them retrofit homes



and buildings to be more energy effi-
cient. According to Senator Deluhery.
utility companies should become energy
efficiency consultants rather than iust
suppliers.

New York is another state using energy
experts as efficiency consultants. The
states Energy Advisory Service to In-
dustry <EASI) program offers on-site
energy surveys to small and medium-
sized industrial and commercial firms.
The program has 00 trained advisers
who are mostly retired engineers with
technical expertise in efficient energy use.

Since the program s inception in 1979,
more than S.300 surveys have been pro-
vided at no cost to the firms. The busi-
nesses following the EASI recommenda-
tions have cut approximately 15 percent
off their energy bills. In total, the pro-
gram saves over 564 million per year in
energy costs.

Another way states promote energy
efficiency is to set minimum standards
for building codes. In 1900, Connecticut
passed a law setting energy performance
standards tor existing and new state
buildings. The goal of the new program
is to reduce energy use by 15 percent by
«1995. 30 percent by 2000, and 50 percent
by 2010. An advisory group was estab-
lished in the Office of Policy and
Management to make recommendations
on how to increase energy efficiency.

Washington's 1990 Energy Code
established minimum insulation stan-
dards for residential buildings. The
legislation combines mandatory building
code changes with financial relief for
utilities. The code is now 30 percent

California

M oves Toward State

Energy Plan

owing not to wait for a national

energy plan, California
lawmakers have unveiled a state
energy strategy that includes 24 bills
by 11 different authors. Senator
Herschel Rosenthal says doing
nothing and waiting for the so-called
National Energy Strategy could well
become an energy tragedy for the na-
tion."

He says that troops coming home
from the Persian Gulf are a reminder
that California must become more
energy independent "so it will not be
contributing to foreign control or con-
flicts over future energy supplies.”

Like lowa and New York, which
have already implemented successful
statewide energy programs, Califor-
nia is moving toward a plan that ad-
dresses four different areas: energy ef-
ficiency, renewable energy, alter-
native transportation fuels and
regulatory agency reorganization.
Washington state is also considering
a similar state energy strategy this
session.

Rosenthal is chair of the Joint Com-
mittee on Energy Regulation and the
Environment, a special committee
established in 1989 to analyze how
energy policies are intertwined with
environmental problems and solu-
tions. The committee's vice chair,
Assemblyman Byron Sher, is carry-
ing two bills that encourage conser-
vation and renewable resources.

One bill would set a goal of reduc-
ing the state's per capita energy con-
sumption by 50 percent. The other
would require state regulatory agen-

more stringent than the previous stan-
dard. Electric utilities are required to
make payments to homes (S900) and
apartments ($390) to offset the costs of
meeting the new standards.

According to Julie Burman, assistant
to the director in the Washington state
energy office, the program is estimated
to save 200 megawatts of electricity by
the year 2010, which amounts to half
that used by a moderate-sized coal plant.
In all. the program will save enough
power to tuel 135.000 additional homes.

In lowa, Senator Rosenberg wants to

cies to provide regulatory and finan-
cial incentives to boost production of
renewable resources by 1994. While
agencies figure out how to do that,
the bill requires all future power
plants authorized in the state to pro-
duce 50 percent of their power from
renewables such as solar, wind and
geothermal fuels.

No doubt some of the 24 bills will
face opposition. The oil companies
are sure to oppose a Rosenthal bill,
for instance, that would impose a 10
percent surcharge on oil industry in-
come and would use half of the reve-
nue to purchase older polluting cars
and get them off the road in order to
help cities meet federal air quality
goals. A bipartisan plan to reduce
California's current S10 billion budget
shortfall includes a similar, though
more modest, proposal to tax the
oil industry.

A consensus on many energy
policy questions may be emerging in
California. The legislature now has
the support of the governor when
pushing energy and environmental
reforms that make use of market
incentives and are touted as good for
the economy.

Governor Pete Wilson supports
plans to sell the state's innovative
energy technologies-solar, wind and
geothermal - to the developing
world, a move seen as state economic
development that also benefits the
environment.

-PeterAsmus. California free-lapce
wite

move toward a system where all build
ings could be rated based on their energy
use. The program would be similar to the
miles per gallon rating in cars This
would give consumers easy access to
finding out which buildings are energy
efficient,” says Rosenberg.

ost energy experts believe that
M in order to reduce the nation-
ependence on foreign oil. citizen- will
have to change their transportation
habits. Although automakers are mak-
ing more efficient cars, transportation is



NCSL Takes a

Stand on Energy

CSL'’s polio,’ on a national energy

policy contains several basic
themes: It urges the federal govern-
ment to develop a comprehensive
energy strategy; to provide for the
most efficient use of energy; to pro-
mote reliable sources of domestic
energy supplies; to ensure the explora-
tion, development and use of energy
in an environmentally sound manner;
and to develop and promote the use
of alternative and renewable sources
of energy.

NCSL believes that the production
of domestic energy sources such as
oil, coal, natural gas, nuclear energy,
hydropower, wind, solar and geo-
thermal should be encouraged to off-
set the nation's reliance on oil imports
and to move the United States toward
greater energy independence.

The NCSL policy on a national
energy policy, like other NCSL poli-
cies, provides guidelines for repre-
senting state interests before Con-
gress. the federal government and
other interested parties.

consuming a greater portion of oil. In
1989. the average car got 28.3 miles per
gallon, which is almost double the 1974
level of 14.2 miles per gallon. But
transportation still accounts for approx-
imately two-thirds of the oil consumed
in the country, and 20 percent more than
it did in 1973.

Many conservation proponents want
to raise the average mileage for
automobiles to 40 miles per gallon by the
year 2000. Federal legislation is currently
pending. According to the bill's sponsor,
U.S. Senator Richard Ryan of Nevada,
the measure could save 2.4 million bar-
rels of oil per day by the year 2005. more
than the nation is importing from the
Persian Gulf. However, auto companies
warn that this will mean smaller, more
expensive cars that are more dangerous
to drive.

In the states, most of the legislative ac-
tivity has centered on developing alter-
native fuels. Legislators consider the use
of alternative fuels as serving a dual pur-
pose. It will not only reduce the coun-
try's dependence on oil. but also reduce

19

air pollution. Arizona, California. Colo-
rado. lowa. Louisiana. New York, Okla-
homa. Texas and Washington are among
states experimenting with converting
parts ot their government fleet vehicles
to alternative fuels. Louisiana passed

legislation in 1900 that deregulates
natural gas when it is used to fuel
vehicles. Up to 80 percent of the cars in
the state fleet are to be converted to alter-
native fuels, including natural gas. by
1995, and local governments are being
urged to convert their fleets also. Assem-
blyman Hoyt wants to expand New
York's program. He is introducing a bill
that would make it the first state to con-
vert its entire public fleet to alternative
fuels by the year 2001.

Washington is also experimenting with
letting workers spend one or two days
a week working at ho ne with their com-
puters rather than driving in to work.
Companies volunteer for the program,
which is coordinated by the state's
energy office. The program aims to
reduce congestion in the Puget Sound
area.

One idea that has not been adopted
but is being promoted by the World
Resources Institute is a "sipper-etizzler"
fuel plan that would impose a levy on
cars whose fuel consumption rate is
below a set figure. The money generated
would be used to offer rebates on cars
rating higher. Another idea is a "feebate"
system where the amount of gasoline an
automobile consumes would be linked to
car insurance premiums - the more effi-
cient the vehicle, the cheaper the rate.

But many policymakers believe that a

piecemeal approach to transportation
will not be sufficient. According to
Assemblyman Hoyt, the country needs
to change its concept ot transportation.
Transportation departments need to
focus beyond building bridges and re-
pairing highways, Someone has to look
over the horizon. ’ says Hoyt.

One idea that may be over the horizon
is the development or an extensive mass
transit high speed rail or tram system to
accommodate the growing population
and peoples need to travel. According
to the Motor Vehicles Manufacturers
Association, motorists drove more than
two trillion miles in 1989. The EPA
estimates that this number could double
by the end of this decade.

According to Hoyt, "our country is 20
years behind the Japanese. French and
Germans in developing u mass transpor-
tation system. A high-speed system
would both save energy’ and reduce auto
emissions, which means the environmen-
tal impacts are much less hurtrui,"

In addition to state sources, state
energy efficiency programs have been
financed through federal energy grants
and oil overcharge funds. The over-
charge funds originate from a series ot
court rulings in the early 19S0s against
oil companies who violated federal
regulations in the pricing ot their oil.
(The largest ruling was against Exxon,
which was ordered to pay nearly 2
billion.) The fines went into a tund to be
distributed to the states for energy effi-
ciency programs. To date, the states have
received almost $4 billion but the fund
is drying up and will be depleted in the
next five years.

Without the overcharge fund, says
Dick Byers, energy policy specialist with
the Washington state energy office. We
will be asking the Legislature for more
money, and this is probably true with
other states." In some states the poten-
tial shortfall cou'd be large. New York,
for example, has received a total ot
approximately $300 million in oil over-
charge money to help fund its energy
conservation programs.

But Senator Rosenberg believes that
energy is so interconnected with other
public policy issues such as the environ-
ment that lawmakers have no choice but
to find new ways to fund energy pro-
grams. By pushing state energy pro-
grams we are not only protecting the en-
vironment but also preventing tuture
Persian Gulfs." il
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STATE OF ALASKA
House of Representatives
District 27

Representative Cliff Davidson Box V, Juneau, AK 99811

. (907) 465-2487
Chairman _ Box 746, Kodiak, AK 99615
House Resources Commitlee (907) 486-8250

SPONSOR STATEMENT
Representative Cliff Davidson

House Joint Resolution 75

House Joint Resolution 75 responds to current problems facing
longshoremen in various Alaskan ports where crews of foreign
ships have been performing American work. In 1990, American
longshoremen won a hard fought victory to amend the
Immigration Act to prohibit such actions. However, in
drafting the regulations to implement the amended Act, the
Department of State and federal Department of Labor have
interpreted the Act broadly allowing foreign vessels to
continue to employ foreign crew members to perform the work of
American longshoremen.

Exemptions to the Act have been granted by the federal

Department of Labor in a growing list of Alaskan ports. This
comes at a time of high wunemployment 1in Alaska. There are
more than adequate numbers of skilled Alaskans to perform the
necessary longshoreman work. Securing these jobs for

Americans would benefit the Alaskan economy and the local
communities where they are performed.

As sponsor of this legislation and a longshoreman, 1 feel that
this resolution will send a strong message to the proper
authorities in Washington, D.C., to interpret the amended

Immigration Act to protect jobs that rightfully belong to
Alaskans.



JAPANESE UNFAIRTO AMERICAN LONGSHOREMEN

On January 14, 1992, the Japanese vessels were Included on the
prohibited list, forbidding the Japanese vessels from using alien crew members
to perform longshore work In American waters. We are of the opinion they are
still trying to get around the law by developing loop holes at the expense of the
American workers, the Alaska economy, and the local communities where the
work would be performed.

We longshoremen, concerned about our jobs and the jobs of future
longshoremen, have analyzed the affects on the Stata of Alaska. In our
opinion, there are In excess of 300,000 man hours lost as a result of foreign
crew members performing longshore work. We base this opinion on the fact
that clear reports Indicate 90% of the product shipped from Alaska waters In
bottom fish alone Is done so by foreign vessels, and are being loaded with the
assistance of alien crew members performing longshore work. With this and
the 300,000 man hours In mind, tha affect on the economy would amount to In
excess of $20,000,000, which are direct longshore jobs, working directly on the
foreign vessel. If you factor for each longshoremen working there are
approximately seven support jobs needed to keep that position operation, you
can see that would amount to a much larger man hour requirement, and an
even greater work force needed to meet those longshore demands. We
estimate that would amount to approximately 1,400 full-Ume Jobs In the State of
Alaska, directly related to this export cargo movement This does not include
those Jobs associated with the seasonal fish Industry, such as salmon. By
using an annual Income factor of $50,000.00 for each position, we estimate this

would amount to $70,000,000.00 to the Alaska economy. $70,000,000 that



ILWU Statement
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would be coming into the Alaska economy If we had Americans performing this
longshore work.

In view of all thl9 work activity, we hope that our State and Federal
government will recognize the Importance of capturing this work for Alaskan
residents and American workers, and assist us In this cause.

Work demands r; -'Ire the longshoremen to be available on a day-to-day
ba$l9; therefore, making it Impossible for longshoremen to be anything but local
residents. We must have the longshoremen located In those communities to
Stave them avallah'i to meet work demands. There are only a couple of
Incidents when we have had temporary workers travel In to other area9, when
the Union is trying to meet longshore demands. For example, In Bristol Bay
during the salmon season we would have extra longshoremen travel from other
parts of the State to handle the work load during a relatively short period of
time. This not only helps to meet the work requirements, but also gives those
longshoremen living elsewhere within the State the opportunity to enhance
their Income. Although finding adequate housing may be difficult, we believe If
the work is captured, we will have the wherewithal to address those logistic
problens.

The Unbn is not trying to eliminate the foreign trapper in Alaska waters.
We are-only trying to capture the rightful longshore Jobs for the Alaska
residents and American citizens.

Another aspect to consider Is that, based on the Magnuson Act adopted
a number of years ago, the foreign vessels are technically prohibited from
working In Alaska waters within the 200 mile limit. There are provisions to allow
foreign vessels to work In American waters, under an agreement with the
Americans called the Governing International Fisheries Agreement (GIFA). We

believe this needs to be monitored very closely. If they abuse the Immigration
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laws, then, those privileges under the Magnuson Act should be revoked.

We do know the Foreign Tramper Vessels are currently attempting to
develop methods of getting around using American labor to perform longshore
jobs. We believe this goes against the heart and Intent of the Immigration laws
passed In 1990; and against the general idea that Americans should provide
more employment for American workers, especially In areas Involving the
exportation of goods from our country to another.

Thbe last and final point Is that In these work force operations It Is very
apparent that the Japanese are taking advantage of Amerloans onoe more. In
the flshfng Industiy the Japanese control the flsiilng, the fish prices, and the
exportation of the goods; they control the market. It Is only fair to give and
require that the Japanese, and all foreigners, abide by the Immigration laws
and provide the additional work opportunity to the American workers.

We hope you will support our position and become vocal on these
Important Issues - to provide and stimulate the American economy, the Alaska
economy, and the Alaska commu.. t economy so dramatically.

Statement provided by
International Longshoremen’s and Warehousemen's Union
Alaska Local 200, Regional Director, John J. Bukoakey

P.O. Box 624
Dutch Harbor, AK 99692



WALTER J, HICKEL GOVERNOR

DEPARTMENT OF LABOR 1 E)U?\IER?J A sornn-L
OFFICE OF THE COMMISSIONER | oNe B0 462700

FAX: (907) 465-2734

February 14, 1992

Mr. John King

Immigration & Naturalization Service
425 "|I" Street N.W., Room 7228
Washington, DC 20536

Dear Mr. King:

The Alaska Department of Labor has received information that
several foreign concerns have filed attestations with your
office, seeking to perform longshore v/ork at various Alaska
ports in the Dutch Harbor area. The Department has also received
numerous inquiries from American workers; those who would be

directly impacted by such approval.

Our information is sketchy and we are concerned that these
attestations meet all the requirements for approval. We are,
therefore, requesting copies of the attestations and the
documentation filed for this purpose, under the Freedom of
Information Act. Additionally, we request that any actions in
this matter be withheld until the State of Alaska has had time
to receive, review, and be allowed to submit comments on the

merits of these requests and their impact on American workers.
Thank you, in advance, for your attention to this matter.

Sincerely

JAA:kh

cc: Governor Walter J. Hickel
Senator Ted Stevens
Senator Frank Murkowski
Congressman Don Young
John Katz, Governor's O ffice, Washington, DC
Judy Knight, Director, Employment Security Division

Woody Walker, Alien Certification



Congress of tfje SniteS States

Mou*e of SfpredentattofiS
Hu()(naton, SC 20915

Juno 28, 1991

Mr. Stephen Miller

Office of Maritime end Lend Transport
Department of State

Washington, D. C. 20520

Oear Mr. Miller:

W are taking this opportunity to exP_ress vary serious concerns about
the State Department's surprising Interim final rule for foreign prohibitions
on longshore work by U.S. nationals, gursuant to section 25_8(d% of the
Immigration and Nafionality Act of 1952, as amended by section 203 of the
Immigration Act of 1890,

The "reupromgy exception" (section _258(d%) directs the Secretary of
State to "compile and” annually maintain a list o Ionc};shore work, by
particular activity, of countries where performance of such a particular
activity by crawmembers aboard United States vessels 1s prohibited by law,
re?ula_tlon, or In practice in the country." SEm hasis added.) We preface the
following comments on the fact that the 11st 1s In furtherance of a narrow
exception carved out of an otherwise broad and deliberate effort to stem the
hemorrhaging of longshore work to foreign seamen, which resulted from the INS'
unbridled Interpretations of the parameters of their permissible activities
under the pre-existing law.

~As defined 1In the subsection, the term "In practice” refers to an
activity normally performed 1n such country during the one-year period
preceding the arrival of such vessel Into the United States or coastal waters
thereof. The focus of this definition 1s entirely on the time i)_erl_od within
which such practice must occur for consideration and 1s nowhere limited or

qualified.

In light of this directive from Congress, we cannot accept the
Department of State's Interpretation of "In practice" as 1t 1s related to
private collective bargaining agreements, Industry agreements, or traditional
practices. The House and Senate conferees, and Indeed the undersigned Members *
of Congress, unequivocally Instiled the Secretary of State to compile a 11st
of countries that not only may have a pertinent restrictive statutory law or
regulation, but as well where there may be any unofficial prohibition In
i)ractlce which has the effect of foreclosing U.S. nationals from performing
ongshore work In its ports. Contrary ‘o ?/our Department's inexplicable
Present posture, Congress neither explicitly stated nor Implicitly Inferred In
he Immigration Act of 1990 that In order for 1t tobe Included on the
Secretary's list a collective bargaining agreement, Industry agreement, or
Practlce would have to be one that was or would be negotiated or sanctioned by
he representatives of the foreign government.



Hr. Stephan Millar June 27, 1991

Thus, you will find In tha Octobar 26, 1990, edition of tha
Congressional Record, page S. 17115, a colloquy between Senator Brock Adams
(DWA) and Sinator Edward Kennedy (D*MA) In which Senator Adams refers to
various scenarios that would constitute a prohibition "In practice," as

follows:
Such a restriction could take the form of a collective bargaining
agreement protecting longshore work for domestic longshoreman or
an Industry contract or agreement that effectively Imposes any
restriction on U.S. crewmen performing longshore work In that

country.

Again, no qualifications, limitations, or sanctions are perceptible.
Nevertheless, as Implemented by your regulations, carried to Its unintended
and unprtscrlbed extreme, the Texciptlon" effectively becomes the Mule.”
Indeed, the very brevity of your proposed list 1s glaring evidence of this
foreseeable result. Your characterization of the standards for the
reciprocity exception thwarts the letter and the Intent of the law, which was
designed to protect**not syphon awav--jobs traditionally performed by U.S.
longshoremen with fog exceptions, all cf which have been carefully delineated
In the very text of the legislation. For all intents and purposes, your
Implementing Interpretation will have the certain effect of reopenln% the door
for foreign crewmen to perform longshore work In the United States, but ever
so much wider than before, by the wholesale sanctioning of activities that can
be performed by alien crewmen aboard vessels of non-llsted countries.

~\é therefore strongly urge and expect that you will promptly modify the
Interim final rule In a manner consistent with the letter, spirit, and Intent

of the new law. _
Sincerely,

William 0. Ford, H.C. uTorgt Hiller, H.C.
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MEMORANDUM

To: David Arian

Brian McWilliams

Leon Harris
From: Richard Zuckerman
Dace: February 18, 1992
Re: Use of Alien Crewmembers to Perform Longshore Work

In Alaskan Ports

~ During the past 10 days, six Japanese shipping
companies have taken the first step in their attempts to come
within the "prevailing practice" exception contained in the new
longshore immigration law. These companies, through their
counsel, have filed attestations with the Department .of Labor in
which they claim to have an established practice of loading cargo
and operating cargo-related equipment in the following locations
in Alaska: Akutan; St. Paul; Chignik; Dutch Harbor; Makushin Bay;

Beaver Inlet; and Wide Bay.

In essence, the Japanese shippers are asserting that
within the last 12 months, alien crewmembers made up over fifty-
percent of the workers who engaged in loading cargo and in
operating cargo-related equipment at each of the above-mentioned
locations. Under established procedures, the Department of
Labor has accepted the attestations for filing and will not
question the representations made therein unless the Union files
a complaint with supporting evidence which contradicts the claims

set forth in the attestations.

| have been working closely with John Bukoskey and
representatives of Local 200, Unit 223, to gather the evidence
necessary to support complaints. Needless to say, this is a
major undertaking because we will be required to file complaints
against each company with respect to each location. It is quite
possible that, in the coming days or weeks, these same or other
companies will file additional attestations claiming a
“prevailing practice” in still more locations in Alaska.
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To: David Arian
Brian McWilliams ?
Leon Harris
Re: Alien Crewmembers in Alaskan Ports
February 18, 1S92
Page 2

‘The Alaska attestations are the first to be filed
anywhere in the United States under the new law. The staff at
the Department of Labor has just begun to learn how to deal with
longshore work attestations, and it is likely that the Alaska
cases will set substantive and procedural precedents that will
aﬁply_ln future cases. In addition, | am certain that foreign
shipping companies that hope to use their own crewmembers to
Berform longshore work in Washington, Oregon or California will
e closely monitoring the progress of the attestations filed on
behalf of the Japanese companies in Alaska.

| would like to meet with you as soon as possible to
discuss the problem in more detail, and to get some direction on
how | should proceed. If you have any questions in the meantime,
please let me know.

cc: Richard Austin
James Sﬁinosa
John Bukoskeyx
Rene Herrera

Pete Hendrickson _
Linday McLaughlin (via FAX 202 223-9093)

RSZ:i
(d g

ictated but not read]
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MEMORANDUM

To: David Arian

From: Richard Zuckerman

Re: ilwu V. Meese _ _

Immigration Case and Legislation
Date: December 6, 1991
SSSSASSSSESSESSSASSSSRSSSS-81ISSISS: FF-3—*==*=======*(f *==*=

A. Background Litigation

As | am sure you know, in ILWU v. Meese the U. S. Court of
Appeals for the Ninth Circuit held that the foreign crane
operators involved were r.ot "crewmen” within the meaning of the.
U.S. immigration laws. Hence, their shipboard labor was unlawful
under the general rule that aliens may not perforin work in tha
U.S. absent prior certification from the Secretary of Labor that
there are no qualified Americans available to do the same work.
In reaching this conclusion, the court squarely rejected the
policy of th® Immigration and Naturalization Service (INS%< that
tha INS had no jurisdiction to restrict th® duties or wor
performed an hoard a vessel. The court also noted in its opinion
that "cargo handling is not an activity associated with
traditional crewman, but is ordinarily associated with longshore
laborers."

In analyzing the case the court discerned three factors
relevant to the classification of a ship employee as an alien
“crewman": (1) the nature of the employee's duties; (2) when
those duties are performed; and (3) whether the employee has a
permanent connection with the ship. With respect to the Canadian
crane operators at issue, the court found that they were not
“crewmen" because their work was not crewman's work; they did not
"aid in navigation" when the vessel was underway, but worked
primarily when the vessel had entered U.S. waters to load cargo;
and they had no "permanent connection”™ with the ship.
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David Arian
ILWU v. Meese
December 6, 1991
Page 2
B. Immigration Legislation

Subsequent to the Ninth Circuit's decision in December,
1989, the ILWU and the’ILA, principally through their Washington,
D.C. representatives, became involved in drafting legislation to
restrict aliens from performing longshore work in U.S. waters.
There was general agreement that the court's decision in ILWU v.
yeese could not provide protection in all circumstances to
members of the longshore unions.

Ultimately, in late November, 1990, tha Immigration Act of
1990 was enacted into law, to become effective in May, 1991. One
provision of the new Act deals with "limitations on performance
of longshore work by alien crewmen." This amendment to the
former law generally ﬁrovides that alien crewmen are prohibited
from performing longshore work in U.S. waters. "Longshore work"
iIs broadly defined as followsi

any activity relating to the loading or unloading of
carﬁo the olﬁ)era_tlon of carg%-related quipment
(whether or not |_nte?_ral to "the vessel) and the
handling of moorln? ines on the dock when the vessel
IS made” fast ?r let go, in the United States or coastal
waters thereof.

The new law recognizes three exceptions to the general rule.
First, there is an exception for "safety and environmental
protection": the term "longshore work" does not include the
loading and_unloadin? of certain "dangerous"™ or "hazardous" cargo
as defined in other Tegislation. Second, there is the
“prevailing practice exception"” which applies where (1) a
collective bargaining agreement in a local port specifically
permits longshore work to be performed by alien crewmen or (2)
there, iajno bargaining agreement covering at laast 30
pareati|*p"UMalMRM workers in a local port and the employer can
eata®yyK™atr.a..prevailing ﬁractice exists under which alien
crewmen”Bave performed longshore work.

Finally, the new law provides a "reciprocity exception":
an alien crewman can perform longshore work if his or her vessel
is registered in a country aM is majority owned by nationals of
a country or countries, which bK law, regulation, or in practice
do (or does) not prohibit longshore work by crewmembers aboard

U.S. vessels*
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C. Federal Regulations Addressing Aspects
of The immigration Legislation

The Immigration Abt of 1990 directs the Secretaries of Labor
and state to promulgate regulations dealing with the "longshore
work" amendments. Earlier this year the Labor and state
Departments issued "interim rules", These rules are effective
only until the end of 1991, at which time the "final rules" must
issue.

The Labor Department regulations concern implementation of
the "prevailing practice exception". As indicated above, this
exception cannot normally apply if there is a collective
bargaining agreement in a local port covering at least 30 percent
of the individuals employed in performing longshore work. The
DOL interim rules define "Eort" broadly (as opposed to defining
it as a _5|n(_1le pier or dock, as the shipping industry proposed);
if the final rules remain the same, the “"prevailing practice
exception™ does not appear to posa a serious threat on the West
Coast, because we can argue successfully that the ILWU has an
agreement in virtually every "local port" covering at least 30
percent of the longshore workers. Indeed, since the DOL interim
rules went into effect in May, 1991, not a single employer has
applied for clearance under the prevailing practioe exception.

The interim rules of the State Department, however, are very
problematic and do pose a serious threat if they remain unchanged
In the final rules. Under tha Immigration Act, the State
Department is to develop each year a list of foreign countries
where longshore work by crewmen aboard U.S. vessels is ?rohibited
by law, regulation or in practice. Unfortunately, the list set
forth in the interim rules excludes such countries as Japan,
Korea, Mexico and Canada. (I aw enclosing a copY of an article
from the journal of Commerce which includes the Tist).

If this list becomes final, tha State Department regulations
duringi 1992 at least, would seem to have the effect of allowing
flora foreign crewmen to perform longshore work in U.S. waters
than was previously the case. For example, tha Canadian crane*
operators barred by the Meese decision would now be permitted to
enter U.S. waters to perform log-loading operations aboard
Canadian vessels. In other words, the effect of the State
Department regulations as currently drafted is to defeat the very
purpose of the "longshore work™ amendments.

This is where the law currently stands. | will let you know
as soon as the final rules issue. If the State Department
chooses not to amend its list in the final rules, legislative
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David Arian
[ILWU v. Meese
December 6, 1991
Page 4

and/or legal action would appear warranted.

~Please let me know if you have any questions or desire
additional information.

cVntaeettU.i*,
RSZ/ta
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m.m e tos Pt Fhere s o Inntee
A ; ing the Hit; There Is ‘no Intents
c. . ATTORNEYif oosq coasenjin on whal conslltulaa
© ™ "BTHER: Ion?shore work.... Sosne_counliln
: apply prohibitions, to_ activities on
board the shrp while other countries
nFt even ﬂsrder shi boar ge*
OpWUlf vilIn as longshors work.
edr e department decided (hit
5/10/90 porny r|8ate* colrlectrve ggrn*
ree gns Fween rIrate%J
s an ong ori nron% at
ere not imposed rai)prove y th
foreign forcrnmen’ Involved Would

not constitute @ * gihort practice
| at would put ' € Country on Ibe

Peter Sandlund, Washrngton rep*
rescntalfve of tbe Council of Ears*
pees and Japanese National Ship-
ownen* Assoclations, aald be waa
it)U analysing Ibe Hat, but be added:
MI ame out the V\E g/ ]yve expoctod.

ave n* major efa

H wu upe laaiet] with
the grstrnctror}rJ dra | By Stale be*
tweeo privat* collective” btrgalning
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HOUSE SPECIALCOMMITTEE ON INTERNATIONAL TRADE AND TOURISM

ALASKA STATE LEGISLATURE P.O. BOX V. JTI\_IEGL' 99811
mi
MEMORANDUM
DATE: March 4, 1992
TO: Representative David Finkelstein, Chair

House Labor and Commerce Committee

FROM: Representative Tom Moyer, Cha.-**
House Special Committee on
International Trade and Touri:

RE: HJR 81 "Relating to travel advisories issued by the
Department of State"

| would like to respectfully request that you schedule HIJR 81,

which relates to travel advisories issued by the Department

State, for a hearing at your earliest convenience. |'ve attached

back-up information on this resolution, along with copies
numerous articles on the Alaska-Canada Highway.

Last month the state Department issued a travel advisory on

Yukon and the Alaska-Canada (Alcan) Highway, which was very
negative for both Alaska and the Yukon and there were many
erroneous statements in the advisory. These advisories are issued
in written form and also placed on a recording that can be accessed

by dialing a 1-800-number.

For your information, this advisory was finally reworded last week

and the recording has been changed. The current recording is
quite as sensational as the original one. | still believe
Legislature should go on record urging the State Department

contact states and other entitites that might be affected by such

advisories in the future.

Thank you for your consideration of this request.
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Alaska Division of Tburlsm Department of Commerce &

PO Box £ Eoonomlo Development
Juneau, Alaska 99811-0800 State Office Building, Ninth Floor
Phone: (907) 405-2010 333 Willoughby Avonue

Fax: (907) 688-6399

TELECOPIER TRANSMITTAL 8HEET

DELIVER TO:  Dave Johnson 60h-685»5t85 FROM:  Conn Murray
U.S. Consul generalla offloe State of Altaic** Direct
“gn w fintt---mmeeeeeeeees
Number of pages INCLUDING transmittal sheet:. DATE:i™ ? L
OPERATOR; TIME:

IF TELECOPY DOES NOT TRANSMIT PROPERLY, PLEASE CALL (907) 466-2012.

The Travel Advisory on the Tukon tended to blind-aide not only our friends
tIHeC' Owg,r RgL,AIaSka as vail since the Highway in our only land-link to

Ploaee note that there ie. no point on the highway where there Is'more than
97 miles between gas stations — and the averageis closer to 55, There
aro places onthe U.S. interstate system where"they're further Apart then
that* Ae for wedipel faoilitles, almost every little town has then,

In one spot there is about I1SO miles between medical feoilitiee — I'[1
hot there are plaoea in Nevada or Kansas that are similar,* Peak season,
on tha highway it'a always adviseable to have reservations, fust as it is
il Alaska, Hawaii or any other tourist destination* Dirt the Government
of the_ Tukon assures us that. with new and expanded. facilities theyare
expeoting bueineaa as usual in 93, and so ars we in Alaska, Qas’prices
throughout Canada are higher than tha U.S. Onthe highway they average
2.15 Per U.S. gallgn, certainly not triple most U.S."prides, ~ Ae for

ood, lunoh m Teslin rune fran’ $3*00 to *7.00, with dinner 65.00 to
*17.00, ahd other highway towns are c?mparﬁble. Based on world pr!)oee,
or even many other U.S. prices, travel on the Alpan highway might be
considered a_bargain® For this reasqon, I'm sending ann% our suggestions
tfor”(]:ha]@ estsln tha Advisory to make it oonflrw a Iittle more cloSély

0 the faots.

Thanks for your, heIB. I*m hgping your reoorded message can be ohtnged,’and
Bsr aps a revision provided the note* Our division is m_ovmgi the* .
ress following press releaso in Alaoka, !

ALASKA DIVISIONOF TOURISM P.0.BOX E. JUNEAU AK 89611-8800 (807)480-2013 FAX&HH899~



XEKORANDU*
Thursday February 6, 1P92

TOI sun* xamp/atats Division of Tourism

FROMt John Aravosls, lenator Itevens' Offloo (202) 224-1031
rel statu Dapartmant Wotias on Traval to western Canada

Attached la tho State Department notioe on travel to Weatern
Canada.

a aanrloo where you can call up.and haar tapa .

s about travel condition* in different countries.
hat tha notioa aoundi aa bad on paper as_it does
tf cr)n tha tapa* Tha nTmber or tha tapa iv, 202-

tha tapa on traval condition! in ‘Canada.

0 en.¥V|th fHate about tha tapa and_they seem willing
g you hava any suggestions. You can either

US Consul General 1n Vancouver, Dave Johnson at 604-
you can aontaot Tin Collins who ia with tho Canada
Stata Department. Both gentlemen wara very willing

One thing to bear in mind, much of tha information in the
notioa seems realistic shout actual conditions in Western Canada.
And, tha state Department |_s,_re(i1u_|red by law to let Amerioan
travellere know about condjtign! in forelg{n countries —
travailing in Western Canada 1s not like travelling In tha
Chicago suburbs. However, the toner and soma of tha aoBoenti,
might not_be the_most appropriate. Again, x suggest Susie and
the Division of Tourism coordinate, a response to “State where you
reoosnaend changes in tha text.

let ma know if you meat any obstacles.
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Thm ivet™ typ ttaftnw dw ivtearfca. Wfciningj nxxxm»<»d*d«f*rr*loftnwelto #11 Ofparto f» country.
~cavtot*akaot unuru*IM ««rtW COodUMon*. Itwhidloi Uw powtulal far unexpected tfctentlwt urawibl* poBtJool
condition*, or *«ioti* Uailtb pcowan*. Nottnlcndw to attef travel fa a country. Xotfpa onwldc* tnfcrouuton on

*Itu»Uon» thatdo not prawn** brood scale risk, but which could result U tnwavaafeaao dr «wncvlty for tnrcUna
— AtnarHan&

Canada — Notioe

Canada' Notice
February 4,1992

Sum m ary: There hatbeen an increased num berofcasesofm eningococcaldisease in several
areas ofeastern Canad.ou Although the ri»le fortravelersis varylow ,U S.travelers m ay w ish to
considerhaving theirchlldrim betw eeathe agssof2 and 19 vaccinated againstthe disease. Ift
addition.In W eatern Canada,the Yukon territory la ooganwooiatlxig the SOth annlvcraaxy of
the budding ofthe Alcan Highway - it* Hendcwuus92." U S.travelers planning to attend

"Rendezvous 92* should be aware ofand take appropriate precaution*related to traveltn the far
nort}l. End sum m ary/ 4
|

RfeningUle: The U  S.CenterslorDisease Controland 'the Quebec and O ntario H ealth M inistries
have leeucd a health alertconcerning the lacreaeedmnum berofcases olraenhtgoooocaldleeaaetn
severalareas ofeastern Canada, The affected areasindude the Od«wt«CarUon area,the

Laurm tidesrtgton north ofM cnribtaL The Lanaudlere regioc.the Outaouai* area tn W estQuebec,
and Frince Bdw ard island. Ae a prcvsattra m easure,a program ofvaccination la being

Instituted forchildren tn thoic areas. Therisk fbr short-term traveler* is verylew and no
particularprecautions are needed t0t thoae traveling to the affected areas form ostaottvU Ic#,
such aaekitog orBhopping, Howctrnr,btxxuae tbenum berofCOM among achool-aged children -«
Is substantially above norm al,vaccinations should he considered forchildren 2 through 19
years ofage traveling to the affected areas if they vifUbo hivery elo*e physicalcontact ** M local
school-agcd children,arw illbe etaylng more than throe days end expectto have socialcontact
w ith localschool-aged children. IdcaXy.the vaccine should be adm inistered atleast 10 days
before travel Vaccination is notrecom mended forchildren undertwo years ofage,and adults
«ro conatdorcd atvery fo r xlak. Tal flu lhcrinform ation,cotlICiO tthe Center*torD isease
Control'sInternationalHotline at (404) 332-4559.

"Rendsavous flirt 1992 m arksthe 50th anniversary ofthe budding ofthe Alcan Highw ay. The
Yukon territory is com m em orating the eventw tth a aeries ofhighly publicized celebration*
throughouttho yearaspartofits "Rendezvous 92Hcelebration. As Canadian niiH ai* anticip ate
a large influx ofU S.visitors. It is worthw hile TorU S.citizens to koep In m ind potential
problem s when traveling in the far north.

The Frontier: The Yukon to definitely frontierterritory, Facflitlea torcarrepairoutside ofthe
capital, W hitehorse, ore extrem ely lim ited. AIm ostnilconsum ergoodsm ustbe broughtIn from
otherparts ofCanada orAlaska overlong distances, it is 1200 m ile;from Edm onton to

W hitehorse and 1500 m ile* from Vancouverto W hitehorse, The <xxtrffood,gas,etc.can be
triple whatltwould be in the U S.

R-trtkK 02-01-03 tO0I30AM 9003

*23
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Th* Htghwayx The Alcan highwayruns faim Edm onton.Albert*, through British.Colum bia
(Dawson Creek;Fort Stlohn,Fort Nefcon) through the Yukon (w atson Lake.W hitehorse) end
intoAJasKa. Formostofits length itla a two orfourlane divided highw ay. M ostofltis in good
condition,and previously rough section* have boonrepaired forthe celebrations- The distance?*
arevast The highwayrum through some sptctaculaxiy bnrutiftolar«w , butmuch ofthe area u

cauontumy urunhabited. Even during pealstourist season,traffic outside oftownscan bevary
sparse.

I
Lodging: A fullrange ofcam ping and m otellodging can be found In theYukon, Furtheraway
hum population centers, the facilities can range from prim itive to non-existent. Severalnew

m otels and cam pgrouhd* are opening this year,buttravdem 'am advised to have confirmed
reservation®, especially forthe W hitehorse area,during the peak sum m erm onths.

M edicalCare: Aswith carrepair,medical(acilltles are extrem ity lim ited outside ofW hitehorse.
Caro cru be expensive and mosthospitals and clinics w illhtitisl,on paym entbefore discharge.
W hile some (butnotaQ)now acceptVisa or M astercard, mootw ilnotw aitforpaym entfrom
insurance com panies. Problem s with collecting b ffis from Am ericana havo made m edical

in stitutions increasingly cautious. Travelers should check to m ake sure theirm edicaland auto
insurance covers them w hile in Canada. In many Instances a supplem entalpolicy is required,

n**aXMm t w hile notlthnuted to the Yukon,all fcreve'etato Canadashould keep tn mind Canada's
extrem ely strictlaw sregarding dreaim s. In generalhandguns are notperm itted in Canada.
Canadian law requires thatofikdal* m ustconfiscate gunsfrom anyone crossing-the boarderwho
donieshaving a gunin his/herpossession. The cotiflsosted guns are neverreturned. It 1ft -
possible to take hunting rifles into Canada.undercertain circum stances. Anyone considering it
should contactthe nearest Canadian consulate in advance fordetailed inform ation and -
instruction. lu *H cases,travelers should declare arty disarm sm thstrpossessionto Canadian
custom s authoritieswhen entering Canada.~Ifthe traveleris denied perm ission,to bring tho
frearm into Canada,in many casesthere are taclUBeanearthe bordercrossing where firearm s-
could be surrendered and stored pending the tiavd ertreturn to the U S.

Inform ation; rcr furtherinform ation/assistance U 3. cittoena traveling to *Randje*vcu* 9a*
m qrcontactthe Consular Section ofthe U .S.Consulate Generalat 1079 W bstQeoxgiaS t..
Vancouver,CanadaV6E4B9 attd . (004)886-4311. Those traveling to eastern Canada m *y

contactthe ConsularSection oftheU S. Embassy at 100 W elington S t. O ttawa,Canada-KIP STL
atte I: (813)338-5338.

No.02-016

*This advlaoiyalet* U. 0%iltizens to an increased number of ctBwa of maningittitin eastern -

S.
Canada-and potential proplems tn the Y utoq territory due to the anticipated large Influx of
visitors for "Rendeavous 92.

33-07-02 10iSOAK VOQ2 S22
ft-0SK
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TRAVEL ADVISORY « CANADA - NOTICE

J. 11/HNARYt THEN! MAX KIM AN INCNIAUI NUNIEN IF CAIEI
OF HENINNOCOCCAL SXKAtl » ICVENAL AREAS OF IAXTERN
CANADA. ALTNOUON THC MW FIR TRAVELER! It VCOY LIN,
U.S. TRAVELERS HAY MXSH TO CONXXDIN MAVNR THEIR CHILDREN
BCTNCEN THC AfiIEX OF 3 AND il VACCINATED ASAIHJT THC
DIXEAXCi |IK ADDITION, IN HESTERN CANADA, THC YWKON
TERRITORY XX CONHIHORATXNO THC IDTH ANNXVXRtANY OF THC
IVILDINfi OF THE ALCAN HIfHNAY e XTI "RINDEZVIVt [|"
U.S. TRAVELERS FLANNXNC TO ATTEND ' RENDESVOUI 11* SHOULD
BE AHARC OF AND TAKE AFFNOFRXATt FNlCAUTlONXl RELATED TO
travel in M M ngrtho M sumiurv.

/

I
2. MENINGITISIT THE UoSr CENTER! FOR U K ME CMTEOI HA ™

ISSUED.A HEALTH ALERT CtNCERNXNC THE INCREASED MJflIEft OF
CASES DP HCNXNAIOCDCCAL DISEASE ZH SEVERAL AREAS DP
EASTERN CANADA. THC APRZCTKD AREAS INCLUDE
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THE OTTAUA-CARLTON ARIA, THE LAURENTIDCX REGION MOJH OF
MONTREAL* THE LANAUDZCRC REGION* THE OUTAQUA* AREA IN
VEST fIUEIKC' AM PRINCE EDUARD ISLAND* At A PREVENTIVE
IVEASURE* A PROGRAM OF VACCINATION IS BEING INSTITUTED KR
CHILDREN IN THOIC AREAS* THE RISK FOR SHORT-TERM
TRAVELERS IS VERY LOU ANR NO PARTICULAR PRECAUTIONS ARE
NEEDED FOR THOSE TRAVELIMS TO THE AFFECTEI AREAS FCOR HOST
ACTIVITIES. SUCH AS SKIING (R SHOPPING HOMIVER BECAUSE
THE NUVBRR OF CASES AMING $CHOOL-A«D CHILDREN ZX
SUBSTANTIALLY ABOVE NORVIAL* VACCINATIONS SHOULD |E
CONSIDERED FOR CHILDREN S THROUIH H YEARS OF AGE
TRAVELING TO THE AFFECTED AREAS IF THEY MILL IS IM VERY
CLOSE PHYSICAL CONTACT UXTH LOCAL SCHOOL-AGED CHILDREN*
CR UZLL IE STAYING MCRE THAN THREE DAYS A\D EXPECT TO
HAVE SOCIAL CONTACT UXTH LOCAL XCHOOL-AGID CHILDREN*
IDEALLY* THC VACCINE SHOULD RE ADMINISTERED AT LEAST DO
DAYS BEFORE TRAVEL. VACCINATION XS NOT RKCOIMBNVED FOR
CHADRON UNDER TUO YEARS OP AGE* AM ADULTS ARC
CONSIDERED AT VERY LQU RISE* FOR FURTHER INFORMATION*
CONTACT THE CENTERS FOR DISEASE CONTROL'S INTERNATIONAL
HOTLINE AT BM}D aiB-MIIR.

S.  RENDEAOUS Hit LRU MARES THE DOTH ANNIVERSARY OF
THC BUILDING Or THE ALCAN HIOHUAY*  THE YUKON TKRRITORY
1S COMMEMCRATING THC EVENT UXTH A SCRIES CF HIGHLY
PUBLICIZED CELEBRATIONS THROUGHOUT THC YEAR AKX PART CF

ITS "RENDEZVOUS 1B" CELEBRATION. AS CANADIAN OFFICIALS
ANTICIPATE A LARGE INFLUX OF U.S. VISITORS* ST IS
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WORTHMILE ror U.S* UTX2CNS TO KSEP ZN MIND POTENTIAL
PROBLEMS WHEN TRAVCLING IN THC PAR NORTH",

4. THC FRONTIER! ~ THC YWKON SS DEFINITELY FRONTIER
TERRITORY*  FACILITIES FOR CAR REPAIR OUTSIDE OF THE
CAPITAL, WHITEHORSE* ARC EXTREMELY UNITED* ALMOST ALL
CONSUMER GOCDS MUST BE BROUGHT XN FROM OTHER PARTS OF
CANADA (R ALAKA OVER LONS DISTANCES* IT IS SHOO MILES
FROM EDMONTON TO felHITEHONSE AND >100 NILES FROM VANCOWWER
TO WHITEHORSE.  THE COST OF FOODi (SAS, ETC* CAN I TRIFLE
WHAT IT UGUD DC IN THS U8«

|
5. THE HIGHHAYl THE ALCAN HIGHWAY RUNS FROM EDMONTON
ALBERTA* THROUIH BRITISH €0LUHRXA (BAUSON CREEK FORT ST.
JOHN' FORT NELSONS THNOUIH THC YUKON (NATION LAKE
WHITEHORSE) AND INTO ALASKA.  FOR MOST OF STS LENGTH IT
15 A TWO R FOUR LANE DIVIDED HXJHNAY. MOST OF XT XX IN
QXD CONDITION AND PREVIOUSLY ROUSH SECTIONS HAVE SEEN
REPAIRED FOR THE CELEBRATIONS* THE DISTANCES ANE VAST.
THE HGAAAY RUNS THROUGH 10HE SPECTACULARLY BEAUTIFUL
AREAS' BUT MIH OF THC AREA IS ESSENTIALLY UNINHABITED.

EVEN DLRING PEAK TOURIST SEASON' TRAFFIC OUTSIDE OF TOMS
CAN |E VERY SPARSE «

t
N LODGING! A FULL RANGE OF CAVPING A\D MOTEL LODGING
CAN BE 1OUND IN THE YUKON  FURTHER AUAY FROH POPULATION

CENTERS. THC FACILITIES CAN RANGE PROM PRIMITIVE TO
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NONEXISTENT. ~ SIV(Mi. HEN MOTELS AND CAVPGROUNDS AXE
CFONBACS THIS YEAR BUT TRAVELERS ARE ADVISED TO HAE
CONFIRVED RESERVATIONS) ESPECIALLY FOR THC WHITEHORSE
AREA* DU THE PEAK SUMHER MONTHS.

7. HEDICAL CARE! AS WTH CAR REPAIR* MEDICAL FACILITIES
ARE EXTREMVELY LIMITED OUTSIDE CP WHITEHORSE.  CARE CAN IE
EXPENSIVE AND MOST HOSPITALS A\D CLINICS WALL INSIST ON
PAYMENT BEFORE DISCHARGE. WHILE SOMVE (BUT NOT ALL) NOMN
ACCENT VISA CR MASTERCARD. MOST WILL NOT VAIT FOR FAYMENT
FROM INSURANCE COMPANIES* 'PROBLEMS WITH COLLECTING SILLS
PROM AVERICANS HAVE MADE MEDICAL INSTITUTIONS
INCREASINGLY CAUTIOUS.  TRAVELERS SHOULD CHFCE TO RAKE
XURr THEIR MEDICAL AND AUTO INSURANCE COVENS THEN WHILE
IN CANADA  IN MANY INSTANCES A SUPPLEMENTAL POLICY IS
RCIUXRCDI

0. FIREARMS! WHILE NOT LIMITED TO THE YWKON* AL
TRAVELERS TO CANADA SHOULD KEEP IN MIND CANADAS
EXTREVELY STRICT LAAS REGARDING FIREARMS. IN GENERAL*
HANDAUNX ARE NOT PERMITTED IN CANADA  CANADIAN LAV
REGUIRES THAT OFFICIALS MUST CONFISCATE GUNS FROM ANYONE

CROSSING THE BORDER WHD DENIES HAVING A GN IN HIS/HER
POSSESSION.  THE CONFISCATED GUNS ARK NEVER RETURNED. IT

IS POSSIBLE TO TAKE HUNTING RIFLES INTO CANADA UNDER

CERTAIN CIRCUMSTANCES.  ANYONE CONSIDERING IT SHOUD
CONTACT THE NEAREST CANADIAN CONSULATE IN ADVANCE FOR
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DCTAILCD INFORMATION AND INSTRUCTION.  ZM.ALL CASES
TRAVELERS SHOUD DECLARE ANY FIREARM XN THEN POSSESSION
TO CANADIAN CUSTOMS AUTHORITIES WHEN ENTERING CANADA it
THE TRAVELER IS DENIED PERMISSION TO ORX\fl THE FIREARM
INTO CANADA* N MANY CASES THERE ARE FACILITIES NEAR THE
BORDER CROSSING WHERE FIREARM! COULD It SURRENDERED AND
STORED PENDING THC TRAVELER'S RETURN TO THE IM,

1. INFORMATIONJ] FOR FURTHER INFORMATION/ASSISTANCE U.S.
CITIZENS TRAVELING TO RENDEZVOUS M3,MAY CONTACT THE
CONSULAR SECTION OF THE U.S. CONSULATE GENERAL AT 1071.
WEST GEORGIA ST.* VANCOUVER* CANADA VOE HR AT TCU

THOSE TRAVELING TO EASTERN CANADA RAY
CONTACT THC CONSULAR SECTION OP THC U.S. EHtAISY AT *00 *

WELLINGTON STt OTTAWA CANADA KIP IT* AT (fall) BSi-1111.

»

id. ficvie. met AUdutT t. m 1.

n. TttM AVSSNY ALIRTS U.J. {irant TO an INCREASE.
HIVBR «F CASES «F HEHINMTIS XN (ASTERN CANAA AN.
POTENTIAL PROILENS IN THE YWKON TERRSTORT SUE TO THC
ANTICIPATE. LARCE INFLUX OP VSTONS FOR "RENEZVOUS NI,
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FOLLOAING ARE SUGGESTED REVISIONS OF SECTIONS h, $ and 6 OF THE ADVISGRY.

li. TKB FRONTIER* THE YUKON MAT HB CONSIDERED FRONTIER TERRITORY
IT? MR AREAS,  FACILITIES FOR CAR REPAIR, WHILE GENERALLY ADEQUATE
VAT SOVETIVES HE LIMITED OUTSIDE OF THE LARGER COVMMUNITIES,  BECAUSE
OF DISTANCE FROMMAJCR PCPULATION OENTERS, PRICES ARE HOHER TXAN

IH THE CONTINENTAL UNTTTD STATES.  QASOLINB OCSTS AVERACE *

$2.19 PER U.S. GALLON. LUNCH IN A TTPICAL SVALL CCHVUNOT LIKE
TESLIN RUNS FRCH $3.00 TO $7.00, WKHE DINNER 1S $£.00 TO $17.00.

£, THE HOHMAT* THE ALAKA (FCRVERLT THE ALCAN) HGHARY STARTS

IN DANBON CREEK; B.C. A\D RUNS NORTH AND WEST THROUGH FT, ST. JOHN,
FT. NELSON TO THE TUKON TERRITCHUt TOANS OF WATBON LAKE, TIE CAPITAL
CM G- WHITEHORSE AND QN INTO ALASKA ENDING AT FAIRBANKS, NEARLY
1,£00 MLES FROMITS BEGINNING, FOR MOST OF TTS LENGTH IT IS A TWO
CR FOLR LANE DIVIDED HOHWAT.  MOST CF IT IS IN G3CD CONDITION, A\D
PREVIOUSLY ROUGH SECTIONS HAVE BEEN REPAIRED FOR THE OELEBRATZONS.
DISTANCE?. ARKVAST.  THE HIQIWAT RUNS THROUCH SOVE SPECTACULARLY
BEAUTIFUL COUNTRY, BUT MUCHOF [P 13 SPARSELY INHABITED, QS
STATIONS AVERAGE AROUND £0 TO 60 MILES APART, WTH TIE LONGEST STRETCH
BEING ABOUT 97 MILES.  ALMOST EVERY COVMUNITY PROVIDES MEDICAL
SERVICES, WITH THE LONGEST 3TRETON BETAEEN FACILITIES BEING ABOUT
|£0 MILES,

0. LOOTING* A FULL RANCE OF CAVPING A\D MOTET, LODGING CAN BE FOUND IN
THE TIKON  FURTHER ANAY FROM POPULATION CENTERS, HOABVER, FACILITIES QK
RANGE FROMRUSTIC TO PRIMITIVE.  SEVERAL NEW MOTELS AND CAVPOROUNDS ARE
OPENING THIS YEAR BUT AS WITH ALL DESTINATION ROUTES TRAVELERS ARE
ADVISED TO HAVE RESERVATIONS — PARTICULARLY DURING THE PEAK MONTH OF
JULY, IT MGHT ALSO BE WISE TO PLAN TRAVEL EITHER A LITTLE EARLIER (R

A LITTUS LATER THAN PEAK SEASON, BOTH LATE MAI A\D EARLY SEPTEVBER CAN



BE BEAUTIFUL AND RELAXED TBBB TO VISIT ALAKA AND THE YLKON



