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P U B L IC  O P IN IO N  MESSAGE

D E A R : R E P R E S E N TA T IV E  D A V ID S O N

N AM E! KENNT W ILSO N  
T IT L E :

AODRCSS: BOX 7 6 6
C IT T I  D IL L IN G H A M , A LA S K A  Z I P :  9 9 5 7 6

PHONE: 6 6 2 - 2 2 1 9  
B IL L  N O : H JR  6 6
S U B JE C T : COM PENSATIO N TOR SALMON IN T E R C E P T IO N S
M ESSAGE: I T  I S  T IM E  FOR J U S T IC E  TO TAKE IT S  C OURSE. A LASKAN S HAVE LOST 
INCOME FROM H IG H  SEAS IN T E R C E P T IO N  TOR AS LONG AS T E R R IT O R IA L  OATS TO 
NON IN  1 9 9 2 .  THANKS

P O M ID ! 0 6 1 1 1 7 6 6  
D A T E : 9 2 / 0 5 / 0 6  
T IM E : 1 1 : 1 7 : 6 6  

L IO N A M E : D IL L IN G H A M  L IO

R E P R E S E N TA TIV E S 'E S  SENATORS

BARNES BOYER ADAMS
BROWN JACKO OUtJCAN
KOPONEN LARSON HOFFMAN
MACLEAN NAVARRE K E R TTU LA
R . P H IL L IP S SHARP POURCHOT
ULMER CARNEY S H U LTZ
F IN K E L S T E IN HUOSON U EHL1NG
IV A N LEMAN COTTEN
L IN C O LN MOYER E L IA S O N
ZAW ACKI DONLET FRANK
E L L IS GRUENBERG HALFORD
GRUSSENOORF M A R T IN JONES
TAYLOR M A C K IE MENARO

ZHAROFF

P U B L IC  O P IN IO N  MESSAGE

D EAR :

NAM E: 
T IT L E :  

A 0 0 R E S 3 : 
C IT T :  

PHONE: 
B IL L  N O ! 
S U B JE C T ! 
M ES3AG E:

P O M IO :
D A T E :
T IM E :

L IO N A M E :

C O P IE S :

R E P R E S E N TA T IV E  0 A V I0 3 0 N

JOE MC G I L L ,  P R E S IO E N T
B R IS T O L  BAY LO N G LIN E  G IL L N E T  C O O P ,IN C .

DOX 1 7 1 0
D IL L IN G H A M , A LA S K A  Z I P !  9 9 5 7 6

0 6 2 - 2 3 0 6
H JR  6 6
COM PENSATIO N FOR SALMON IN T E R C E P T IO N S
HE SUPPORT H JR  6 6  ANO STRONGLY URGE PA3SAGE IN  1 9 9 2 .

0 6 1 6 5 7 2 0  
9 2 / 0 5 / 0 6  
1 6 : 5 7 : 2 0  
0 1 L L IN G H A M  L IO

BARNES 
OR OWN 
KOPONEN 
M ACLEAN 
R .P H IL L IP S  
ULMER
F IN K E L S T E IN
IV A N
L IN C O L N
ZA W A C K I
E L L IS
GRUSSENOORF
TAYLOR

R E P R E S E N T A T IV E S  S E N A IP R S

BOYER
JACKO
LARSON
NAVARRE
SHARP
CARNEY
HUOSON
LEMAN
MOYER
DONLEY
GRUENOERG
M A R TIN

ADAMS
DUNCAN
H o rrM A N
K E R TTU LA
POURCHOT
S H U LTZ
U EHL1NG
COTTEN
E L IA S O N
FRANK
HALFORD
JONES
MENARD
ZHAROFF



PUBLIC OPINION MESSAGE

OEAR! REPRESENTATIVE DAVIDSON

N AM E! N IK O L A S  K O U R I3  
T I T L E « COMMERCIAL F ISHER M AN  

AOURESH) 2 1 0 1  H 2 9 T II  A P I I 2 S
C I T t r  ANCHORAGE, A LA S K A  Z I P :  9 9 5 1 7

PHONE: 0 0 0 - 0 0 0 0  
B I L L  H O : H JR  6 6
S U O JE C T : CO M PEN SATIO N  FOR SALMON IN T E R C E P T IO N S
M CSSAGE: PLEASE P A S 3  HJR  6 6  IN  THE HOUSE ANO SENATE IN  1 9 9 2 .  J U S T IC E  I S  
R EQ U IR ED  BECAUSE OF H IG H  SEAS IN T E R C E P T IO N S . THE F IS H E R M E N  NEED R E L IE F  
FROM H IG H  SEAS P IR A C Y . UN R E S O LU T IO N  I S  NOT ENOUGH TO STO P SALMON N IG H  

SEAS IN T E R C E P T IO N S . THANK YOU.

P O M IO : 0 6 1 1 6 9 0 5  
D A T E : 9 2 / 0 5 / 0 6  
T IM E :  1 1 1 6 9 :0 5  

L IO N A M E : D IL L IN G H A M  L IO

c o p i e s : R E P R E S E N T A T IV E S  REPRESENTATIVE? 5IiliI2R5

BARHES 30Y E R AOAMS
CROWN JACKO OUtlCAN
KOPONEN LARSON HOFFMAN
M ACLEAN NAVARRE K E R TTU LA
R .P H IL L IP S SHARP POURCHOT
ULMEP CARHET S H U LTZ
F IN K E L S T E IN HUOSON UEHL1NG
IV A N LEMAN COTTEH
L IN C O L N MOYER E L IA S O N
Z A H A C K I DONLEY FRANK
E L L IS GRUENOERG HALFORD
GRUSSENOORF M A R T IN JO H ES
TAYLOR MENARD

ZHAROFF

PUBLIC OPINION MESSAGE

DEAR: REPRESENTATIVE DAVIDSON

N AM E: GUSTY R . CHYTHLOOK S R .
T I T L E :  COM M ERCIAL F IS H E R M A N  

A D D R ESS: DOX 9 0 6
C IT Y :  O IL L IN G H A M , 'L A S K A  Z I P :  9 9 5 7 6

PHONE: 0 6 2 - 5 9 6 0  
B I L L  H O : HJR  6 6
S U D JE C T ! C OM PENSATIO N FOR SALMON IN T E R C E P T IO N S
M ESSAG E: NE A P P R E C IA T E  HOUSE RESOURCES C O M M ITTEE H E A R IN G  H JR  6 6 .  A L S O , 
P LEASE PASS AS AN E X P R E S S IO N  OF OUR CONCERN FOR OUR F IS H  RESOURCES. 
THANK YOU. HE WANT J U S T IC E  I N  1 9 9 2  NON.

P O M IO : 0 6 1 1 6 6 3 6
D A T E : 9 2 / 0 5 / 0 6
T IM E : 1 1 : 6 6 : 3 6

L IO N A M E ! D IL L IN G H A M  L IO

C O P IE S : R E P R E S E N T A T IV E S R E P R E S E N T A T IV E S SENATORS

BARHES BOYER AOAMS
BROWN JAC KO DUNCAN
KOPONEN LARSON HOFFMAN
M ACLEAN NAVARRE K E R TTU LA
R .P H IL L IP S SHARP POURCHOT
ULMER CARHEY S H U LTZ
F IN K E L S T E IN HUOSON UEHL1NG
IV A N LEMAN COTTEN
L IN C O L N MOYER E L IA S O N
ZAW ACKI OOHLEY FRANK
E L L IS GRUENBERG HALFORD
GRUSSENOORF M A R T IN JONES
TAYLOR MENARO

ZHAROFF



PUBLIC OPINION MESSAGE

DEAR! REPRESENTATIVE DAVIDSON

NAME: PETCR O A V IL L A  
T IT L E :

AD DR ESS: BOX 7 2
c m :  A L E K N A G IK , A LA S K A  Z I P :  *>9555

PHONE: 6 9 2 - 5 9 6 7  
B I L L  N O : HJR  9 9
S U O JE C T : C O M PEN SATIO N  FOR SALMON IN T E R C E P T IO N S
MESSAGE: PLEASE PASS H JR  9 9 .  WE HAVE SUFFERED LONG ENOUGH BECAUSE OF H IG H  
SEAS IN T E R C E P T IO N . NO MORE H IG H  SEAS SALMON S T E A L IN G . THANK YOU.

P O M IO : 0 6 1 1 3 7 0 7  
D A T E : 9 2 / 0 5 / 0 9  
T IM E : 1 1 : 3 7 : 0 7  

L IO N A M E : O IL L IN G H A M  L IO

C O P IE S ! R E P R E S E N T A T IV E S  R F P R E S E N T A T IV E S  SENATORS

BARNES BOYER AOAMS

BROWN JAC KO OUNCAN

KOPONEN LARSON HOFFMAN

MACLEAN NAVARRE K E R TTU LA

R .P H IL L IP S SHARP POURCHOT

ULMER CARNEY S H U LTZ

F IN K E L S T E IN HUDSON U E H L IN G

IV A N LEMAN COTTEN

L IN C O L N MOYER E L IA S O N

ZAW ACKI DONLEY FRANK

E L L IS GRUENDERG HALFORD

GRUSSENOORF M A R T IN JONES

TAYLOR MENARD
ZHAROFF

PUBLIC OPINION MESSAGE

DEAR: REPRESENTATIVE DAVIDSON

N AM E: R IC H A R D  TA K A K  
T I T L E :

A D D R E S S : G E N .D E L .
C IT Y :  C H IG N IK  L A K E , A LA S K A  Z I P :  9 9 5 6 9

PH O N E: 3 9 2 - 2 2 2 9  
B I L L  N O : H JR  9 9
S U B JE C T : C OM PENSATIO N FOR SALMON IN T E R C E P T IO N S
M ESSAG E: PASS H JR  9 9  NOW. WE NEED J U S T IC E  FOR LO ST INCOM E DUE TO H IG H  SEAS 
IN T E R C E P T IO N . OUR PEOPLE HAVE SUFFERED LONG ENOUGH. R UR AL A LA S K A  NEEDS 
H E L P . THANK Y O U .

P O M IO : 0 6 1 1 3 3 0 1  
D A T E : 9 2 / 0 5 / 0 9  
T IM E :  1 1 : 3 3 : 0 1  

L IO N A M E : D IL L IN G H A M  L IO

c o p i e s : r e p r e s e n t a t i v e s  R E P R E S E N T A T IV E S  S E N ATORS

DARNES
BROWN
KOPONEN
MACLEAN
R .P H IL L IP S
ULMER
F IN K E L S T E IN
IV A N
L IN C O L N
ZA W A C K I
E L L IS
GRUSSENOORF
TAYLOR

BOYER
JACKO
LARSON
NAVARRE
SHARP
CARNEY
HUOSON
LEMAN
MOYER
OONLEY
GRUENBERG
M A R T IN

ADAMS
OUNCAN
HOFFMAN
K E R TTU LA
POURCHOT
S H U L T Z
U E H L IN G
COTTEN
E L IA S O N
FRANK
HALFORD
JO N ES
MENARD
ZHAROFF



PUBLIC OPINION MESSAGE

OEAR: REPRESENTATIVE 0AVID50N

N AM E: PAT O'CONNOR 
T I T L E :

AD DR ESS: DOX 6 5
C I T t :  O IL L IN G H A M , A LA S K A  Z I P :  9 9 5 7 6

PH O N E! 8 9 2 - 5 9 3 1  
B I L L  N O : HJR 9 9
S U B JE C T : COM PENSATIO N FOR SALMON IN T E R C E P T IO N S  c r » c
M ESSAG E: HE SUPPORT HJR  9 9  AS  AN E X P R E S S IO N  OF OUR OUTRAGE A G A IN S T  H IG H  SEAS 
IN T E R C E P T IO N S . HE WANT OTHER S TA TE S  TO SUPPORT US WHO HAVE HAD F IS H  S TO LE N  

nY  FO REIG N  N A T IO N A L S .

P O M IO :
O A T E :
T IM E :

L IO N A M E :

0 6 1 1 9 1 2 0  
9 2 / 0 5 / 0 9  
1 1 : 9 1 : 2 0  
O IL L IN G H A M  L IO

C O P IE S : R E P R E S E N T A T IV E S  R E P R E S E N T A T IV E S  S E » ft IP £ 5

BARNES
BROWN
KOPONEN
MACLEAN
R .P H IL L IP S
ULMER
F IN K E L S T E IN
IV A N
L IN C O L N
ZA W A C K I
E L L IS
GRUSSENOORF
TAYLOR

BOYER
JAC KO
LARSON
NAVARRE
SHARP
CARNEY
HUDSON
LEMAN
MOYER
DONLEY
GRUENBERG
M A R T IN

AOAMS
DUNCAN
HOFFMAN
KE R TTU LA
POURCHOT
S H U LTZ
U E H L IN G
COTTEN
E L IA S O N
FRANK
HALFORO
JONES
MENARO
ZHAROFF
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REPRESENTATIVE 
MARK BOYER

VICE CHAIRMAN 
HOUSE FINANCE COMMITTEE

JXlaslut JState ^ l e g i s l a t u r e

M ou se of M cprcsentatifacs 

MEMORANDUM

1098 LAKEVIEW  TERRACE 
FA IRBANKS, ALASKA  99701 

(9 0 7 )4 5 6 -6 4 7 3

JUNEAU

FAIRBANKS

P.O . BOX V 
STATE CAPITOL 

JU N EA U , ALASKA 99811 
(9 0 7 ) 4 65 -3 4 66

DATE: May 8 ,  1991

TO: R e p r e s e n t a t i v e  D a v i d  F i n k e l s t e i n ,  C h a i r m a n
House  L a b o r  a n d  Commerce C o m m i t t e e

FROM: R e p r e s e n t a t i v e  Mark B o y e r

RE: S c h e d u l i n g  o f  HJR 48 - Pan  A m e r i c a n  E n e r g y  A l l i a n c e

I w o u ld  l i k e  t o  r e q u e s t  t h a t  y o u  s c h e d u l e  HJR 4 8 ,  r e l a t i n g  t o  
t h e  Pan  A m e r i c a n  E n e r g y  A l l i a n c e ,  f o r  a  h e a r i n g  a t  y o u r  
e a r l i e s t  c o n v e n i e n c e .  The r e s o l u t i o n  w o u l d  r e q u e s t  t h a t  
n a t i o n s  o f  t h e  W e s t e r n  H e m i s p h e r e  d e v e l o p  r e c i p r o c a l  e n e r g y  
s e c u r i t y  m e a s u r e s .  The S o u t h / W e s t  E n e r g y  C o u n c i l  h a s  a d o p t e d  
a s i m i l a r  r e s o l u t i o n .  A l a s k a  i s  a member o f  t h e  E n e r g y  
C o u n c i l .  HJR 48 p a s s e d  o u t  o f  t h e  H ouse  I n t e r n a t i o n a l  T r a d e  
a n d  T o u r i s m  C o m m i t t e e  on  W e d n e s d a y ,  May 8 ,  w i t h  a m a j o r i t y  o f  
t h e  c o m m i t t e e  v o t i n g  do p a s s .

The r e s o l u t i o n  n o t e s  t h a t  f l u c t u a t i o n s  i n  o i l  p r i c e s  and  
s u p p l y  p a t t e r n s  d e m o n s t r a t e  t h a t  t h e  U n i t e d  S t a t e s '  a c c e s s  t o  
t h i s  r e s o u r c e  i s  v u l n e r a b l e  t o  c o n c e r t e d  p o l i t i c a l  a c t i o n  by  
g o v e r n m e n t s  i n  t h e  M i d d l e  E a s t .

I n  1 9 8 7 ,  t h e  U n i t e d  S t a t e s  r e l i a n c e  on  i m p o r t e d  o i l  i n c r e a s e d  
to  f o r t y - o n e  p e r c e n t ,  t h e  h i g h e s t  p e r c e n t a g e  i n  s e v e n  y e a r s .  
W i th  o u r  dem and  f o r  o i l  i n c r e a s i n g  a t  a r a t e  o f  two p e r c e n t  
p e r  y e a r ,  o u r  r e l i a n c e  on i m p o r t e d  o i l  w i l l  i n c r e a s e  b e c a u s e  
o u r  d o m e s t i c  e x p l o r a t i o n  a n d  p r o d u c t i o n  c a p a b i l i t y  h a s  b e e n  
s e r i o u s l y  e r o d e d .

HJR 48 u r g e s  C o n g r e s s  an d  t h e  P r e s i d e n t  o f  t h e  U n i t e d  S t a t e s  
t o  e n g a g e  i n  f o r m a l  d e l i b e r a t i o n s  w i t h  t h e  g o v e r n m e n t s  o f  
C a n a d a ,  M e x i c o ,  an d  V e n e z u e l a ,  a s  w e l l  a s  o c h e r  i n t e r e s t e d  
A m e r i c a n  c i t i e s ,  t o  d e v e l o p  a P a n  A m e r i c a n  E n e r g y  A l l i a n c e .  
The S o u t h / W e s t  E n e r g y  C o u n c i l  h a s  a d o p t e d  a s i m i l a r  E n e r g y  
A l l i a n c e  r e s o l u t i o n  a n d  i s  w o r k i n g  t o  d e v e l o p  t h e s e  m e a s u r e s  
i n  t h e  W e s t e r n  H e m i s p h e r e .  HJR 48 a l s o  u r g e s  G o v e r n o r  H i c k e l  
a nd  h i s  a d m i n i s t r a t i o n  t o  p a r t i c i p a t e  i n  t h e s e  e f f o r t s .

I ' v e  a t t a c h e d  a c o p y  o f  t h e  r e s o l u t i o n  a n d  a d d i t i o n a l  b a c k - u p .  
I f  you  h a v e  a n y  q u e s t i o n s ,  p l e a s e  c o n t a c t  ray o f f i c e  a n d  s p e a k  
w i t h  A l e x i s  M i l l e r  a t  4 6 5 - 3 4 6 7 .

FAIRBANKS 20B



•  p i n i o n

T h e  N e e d  f o r  a n  E n e r g y  P o l i c y  N o w

Representative Pauline Eisenstadt

A s the world  watched Saddam Hus­
sein's every move, it was easy to 

feel overwhelmed by the fact that an irra­
tional despot so fa r from  ou r daily lives 
could p lay such a deadly ro le . However 
ill-equipped we at home may be to judge 
foreign policy decisions, there is some­
thing a ll citizens can do if we have the 
resolve.

O u r soldiers fought and died in the 
Persian G u lf in part because o f ou r 
failure to implement a coherent and com­
prehensive energy policy, as well as 
because o f the aggressive opportunism of 
Saddam Hussein.

O il supplies to this country were dis­
rupted in the 1970s. Then we paid on ly 
higher prices, not b lood , to satisfy our 
gluttonous energy appetite.

As long as we re ly  on an inherently 
unstable region o f the w orld  to sate our 
voracious energy wants, the Persian Gulf 
scenario and the energy shortages o f the 
1970s w ill p lay 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 
o f Jimmy Carter, who stressed conserva­
tion and the development o f alternative 
energy sources as a substitute fo r Persian 
G u lf o il.

Worldwide energy consumption drop­
ped enough to break the OPEC  cartel. 
Once that happened and the price o f 
M iddle East o il fe ll, the Reagan ad­
ministration lacked the fortitude to stay 
the course.

According to Department o f Energy
R rp rm n u tiv t Eiwnmdi it i  mtfnbtr ot th« New 
M em o Houte of Representative* She founded 
Enerjy Consumer* of New M em o * consumer 
enemy advocacy group and served five years as 
its executive director.

statistics, U .S. domestic oil production 
has increased from  15.3 m illion barrels 
per day in 1982 to 16.9 m illion barrels 
per day in 1990. Consumption, however, 
has fa r outpaced these increases in p ro ­
duction, and the percentage o f oil we im­

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

By contrast Japan, a country with no 
o il resources o f its own, managed to 
spend on ly  5 percent o f its G NP 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 fo r 
the year 2000 show that renewable 
energy (so la r, wind and hydropower) 
should account fo r 64 .3  percent o f 
Brazil's energy needs. 63 percent o f N o r­
way's and 13.5 percent o f Japan's.

In the United States, it is anticipated 
that these energy sources w ill provide 
on ly  8 .7  percent of ou r energy needs. By 
1986. expenditures fo r research and 
development o f alternate energy sources 
in the United States had dropped 80 per­
cent from  their 1980 high ot SW0 million. 
Compare that with the 1990 price tag o f 
$16.4  b illion  fo r Operation  Desert 
Storm .

'We wou ldnt have needed any o il

from  the Persian Gu lf a fter 1985 if wed 
simply kept on saving oil at the rate we 
did from  1977 through 1985,' wrote 
physicist and conservation advocate 
Am ory Lovins in a recent Mew York 
Times op-ed piece. This would make a 
terrible epitaph on our soldiers' graves.

We are indeed fa r from  the shifting 
sands o f Saudi Arabia and should p rob ­
ab ly  leave foreign po licy to the 
diplomats. But viewing the national will 
as an aggregation o f the w ills o f each 
state, we can take a first step toward 
restoring energy issues to the top of the 
federal agenda and do ou r part at the 
state and local levels to reduce the coun­
try's dependence on foreign oil.

The New Mexico Legislature w ill con­
sider measures that would:
■ Encourage state purchasers to con­
sider energy conservation as well as 
short-term costs when buying state 
equipment.
■ O ffe r incentives fo r consumers to 
purchase fuel-efficient cars, o ffe r so la r 
tax credits and mandate recycling p ro ­
grams in a ll the state's urban areas.
■ Establish an energy conservation task 
force to include representatives o f the Los 
A lamos and Sandia national laboratories 
which, during more prosperous times, 
pioneered the national search fo r a lte r­
native energy sources.

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

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

Installing energy conserving device? 
and researching alternative energy 
sources may be expensive. But as Sad­
dam Hussein has made so p jm tu lly  
clear, money is lust a pittance ot the total 
cost. B lood runs thicker than oil £

$U tt Itg itU tu rn  M j > ; * t
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licS. e n e rg y  po licy  a im s to  se t u p  
W este rn  H em isph eric  a llian ce
By Michael Arndt p  l  „
Ctv>c*9 0 Trttxjo# I* w

WASHINGTON—Just as the United Suits is wording to create 
* 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 Nonh America.If such an alliance is achieved, under either a multilateral free 
trade agreement or a set of bilit- eral pacts, the U.S. could reduce 
its oil dependence on the volatile Persian Gulf region.

Until recently, the United Sutes 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 exponers, are growing more 
accepting.

Even Mexico, the nation in the hemisphere that is perhaps the 
most fearful of U.S. economic domination, is considcnng a free 
trade treaty with the U.S.

"O u r feeling is that we need to 
build a new hemispheric strategy 
wiih Venezuela. M exico. Canada, 
a ll com b ined ." E n e w  Secretary
!amgf... alku"  ‘V1 intm‘da>. ‘We have a lot of work todo. But I think here is pan of the new- world order emerging. And 
here's the time to uke advantage of it."

Hoping to do just that, Com* 
mercc 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-owned oil company.

Mosbacher's meetings followed others by Watkins and President Bush. They alto had similar agen­
das. say people familiar with the meetings.Many in Congress also suppon a Western Hemispheric energy al­
liance. House Budget Committee 
Chairman Leon Panetu (D-CaJif.J introduced a wide-ranging energy 
measure Friday that calls for greater hemispheric energy coop­eration

Energy Secretary Jomea Watkins
Proponents acknowledge that 

the old order hinders develop­ment of a new one. Throughout 
the Americas—North. South and 
Central— the United Su tu  is re­
garded with suspicion and resent­ment.

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

Meeting such a demand may be politically impossible. The Mexi­
can constitution, for example, ex­plicitly prohibits foreign owner­ship of any of the nation's oil 
assets—most of which U.S. cor­
porations owned until Mexico na­tionalized them in 1936.

Even the free trade treaty be* rween the United Sutes 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-conventional oil sources, 
such as tar unds in Alberta, the United State: still would have to buy tome oil from Europe, Africa 
and the Middle East, which now supply nearly two-thirds of U.S. imports.But if these non-convcntional 
sources were developed and gas 
and electric networks were ex­panded. allowing greater use of these energy sources, the Western 
Hemisphere could become self- sufficient.

The Americas' unconventional

nispncrc ureauy exists. me 
ted States buys virtually all of 
oil exported by Venezuela, 

ada and Mexico.

oil sources hold a huge potential. Venezuela’s belt of heavy oil—a 
substance more like coal than oil. but more expensive to refine— contains an estimated 1.3 trillion barrels. That ia more than tbe en­
tire world't known reserves of crude oiL

“There certainly ia a need for a 
Weitera Hemispheric alliance,” said G. Henry Schuler, director of 
the Center for Strategic and Inter­national Studies’ energy section. 
"There arc advantages for us and our trading partners in the hemi­
sphere."Many trade and energy experts believe continental federations are 
the wive of the future. They en­visage Europe fueled by itself; 
Japan fueled by the Far East; and the United Sutes fueled by the Americas.

But all three economic blocs would also continue to rely on the Middle East.
In terms of enetgy. a vibrant 

trade relationship in the Western 
Hemisphere already exists. The 
United Sutes buy 
tbe
Canada

These three countries provide 33 percent of the oil that the U.S. 
imports.

In addition, Venezuela and Bra­zil sell sizable quantities of gaso­
line to tbe United Sutes, while Canada supplica increasing 
amounts of naural 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, Petrol cos de Venez­uela SA., Venezuela’s national oil 
company, owns Citgo Petroleum 
Corp. and an independent re­
finery in the United Suits.

The next linkup may be be­tween U.S. oil companies and the Mexican national oil company. 
Petroleos de Mexico SA. In No­vember, Mexico accepted a SI.5 
billion loan from the United Sutes to build up iu oil produc­
tion.In return. Mexico indicated it 
might allow U.S. firms to drill for 
oil.Should tbe arrangement suc­ceed, trade experts aay it would better the chances of an overall 
bilateral trade agreement.
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ON

A PAN AMERICAN ENERGY ALLIANCE

The South/West Energy Council is the organization of s ta t e  legislators 

represent ing the energy-producing s ta tes  of America.  Drawing on the knowledge gained 

through years of hands-on experience,  the Council provides a forum for s ta t e  leg islators 

to develop public policy responses to national energy and environmental  issues. The 

purpose of  the Council is to promote a national energy policy tha t  encourages domestic 

energy production and ensures long-term energy security  for the nation.

Today the United S ta tes  is undisputably dependent on foreign oil to keep our lights 

on, our cars rolling and, indeed, our economy functioning. However,  with a thoughtful 

energy policy, this nation can be dependent without being vulnerable.

Unfortunately today the  U.S. is both . . .dependent and vulnerable.

The specific proposal the South/West Energy Council ra ises to this point  would be 

bu t one p a rt o f a national energy policy. It is a  proposal for a Pan American Energy 

A lliance.

This proposal is a grass roots policy e f fo r t .  It is born of the producing s ta te s ’ 

realization tha t  the boom and bust oil cycle is devas ta ting to stab le economies and 

s t a t e  government.



The recen t  energy price bust, which saw oil prices drop from 32 dollars a barrel  to

10 dollars over a four-month period has meant fiscal crises and the highest 

unemployment ra tes  in the nation for producing states.  Even sizable drilling incentives 

offered by s ta t e  governments couldn't budge the rig count which dove with the price.

Investors hod no faith in the price of oil. Only now, a f te r  seven months of $18-20

011 are we seeing signs of activity  in the oil patch.  The lesson learned was that  of the 

tremendous importance of world market stabil ity to investment in domestic exploration 

and production.

Obviously, s ta t e s  can not legislate world oil market conditions, but they can 

influence federal  policy. They can push for policies that  will mean a stable economic 

environment for energy development.

Consequently, the South/lVest Energy Council prop<ses a Pan American Energy 

Alliance as the basis for this stabil ity.  We want to discjss an agreement  among the 

primary producing nations of the western hemisphere, to assure a secure supply of oil in 

t imes o f  crisis. The benef it  of such an Alliance would be to bring a measure of 

economic stabil i ty to the world's oil market,  and consequently to national economies 

around the world, by neutralizing threats  of an embargo.

It would provide for our national defense by assuring a secure supply "of oil from 

within our own sphere of influence. The t ie  between national security and energy was 

recognized by the Reagan Administration in its energy security report  issued last 

spring. Military act iv ity  in the Persian Gulf has been the federal  response. .

Further,  an Alliance would encourage trade  among the democratic neighbors of 

the western hemisphere,  improving Pan American relations,  and the Latin American 

national debt  si tua tion.

Cer ta in ly  though, this proposal is not a panacea.  It would be but one par t  of a 

successful energy policy. National energy policy must be based on a productive 

domestic  oil and gas industry, continuous str ides in conservation and the development of 

a l te rnat ive  sources of  energy to complement a Pan American Energy Alliance.

Page No. 2



«

We are not suggesting that the U.S. exc lusive ly trade within this hemisphere; 
when it comes to energy, this country is not in a position to kick sand in anyone's face. 
But we can red irec t our attention to our neighbors, who are energy trade partners o f 
long-standing.

A Pan American Energy A lliance might be structured as a m u ltila te ra l trea ty  or 
even a number o f  b ila te ra l agreements. Existing organizations like the Organization o f 
American S tates (OAS) could be used as forum s to reach such accords.

There are a number o f  parties who might be included. Obviously the hemisphere's 
m ajor producers come to mind: Canada, the U .S ., Mexico and Venezuela. Additionally , 
a l l producing nations could be approached: Columbia, Peru , Trinidad and Tobago, 
Ecuador and others.

F in a lly , it may be p o litica lly  a ttra c tiv e  to include a l l nations o f the western 
hem isphere, recognizing the g reat dependence that sm a lle r, non-producing nations have 
on o il im ports. A long these lines, Mexico and Venezuela have just renewed the San Jose 
Accord which comm its them to supplying certa in  amounts o f  crude to Caribbean 
nations.

In o rder to know ledgably consider the fea s ib ility  o f the Pan American Energy 
A lliance proposa l it is necessary to review the world o i l situation . It's a sm a ll world 
when we ta lk  about energy and o il must be considered in a g loba l context.

By fa r , the g rea test world reserves are loca ted  in the Middle East. This is read ily  
apparent in F igure 1, which shows reserves as w e ll as production to-date .

The nation with the g reatest conventional reserves is Saudi A rabia with 167 b illion 
barre ls . In te resting ly , the second g reatest rese rves are in the western hemisphere.

Not surprising ly , the U.S. has one o f the highest cum u la tiv e  production leve ls in 
the world . A Congressional Research Serv ice study published ea rlie r this year p red ic ts , 
the U.S. w ill begin a production decline b e fo re  1990, adding pressure to import.
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FIGURE 1
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Figure 2 highlights the four g rea tes t  reserves in the western hemisphere. Here 

Mexico and Venezuela are neck-and-neck with 54 and 55 billion barrels apiece. 

However,  these proven reserve figures do not include Venezuela's so-called "black acc 

in the hole", the Orinoco Belt, with its heavy crude reserves es t imated  to be as high as 

267 billion barre ls .  The U.S. has the third largest reserves in the western hemisphere 

with 27 billion barre ls  and Canada has 4.8 billion barrels in reserves.

Looking more closely a t the U.S. situation, current U.S. consumption is, very 

roughly, four and one-half  billion barrels a year. Figure 3 i l lustrates domestic 

production,  import,  consumption and reserve  levels in 1987.

An examination of the  current  U.S. import situation reveals that  in 1987 almost 

40 percen t  of the crude oil consumed in the U.S. (38.9 percent)  will be imported. This is 

up from 31 p recen t  only two years ago.

In fact ,  a t  the t ime of the 1973 Arab oil embargo, the U.S. imported about 31 

percen t  o f  our demand. To apprecia te  the  sensitive nature of  the market,  it should be 

noted th a t  in 1973 only 8 pe rcen t  of our oil supply was th ro t t led  off  by the Arab 

Embargo. And y e t  it caused substantial  disruption in this nation.

Almost exactly  half  (49.5 percent)  of U.S. imports come today from OPEC 

nations. Saudi Arabia alone supplies more than 15 percent of  our imports.

Counted in the OPEC to ta l  is 11 percen t  from Venezuela. But it should be noted 

here tha t  in 1973, Venezuela, al though a founding member of OPEC, stood by the U.S. 

In fact ,  it was Canada and Venezuela that  kept the U.S. rolling during the embargo.

O ver 40 percen t  of our imported oil comes from the western hemisphere. Figure 

4 i l lus tra tes  the top ten petroleum import  sources and also notes Kuwait’s imports to 

the U.S.
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FIGURE 2
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FICURE 4
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To put recen t ac tiv ities in the Persian G u lf in perspective, Kuwait supplies one 
percent o f cur petro leum  imports. According to fo rm er Navy Secreta ry John Lehman, 
our m ilita ry  com m itm ent to defend the Persian Gu lf o il supply lines costs 40 billion 
do lla rs . That puts the true cost o f  Persian G u lf o il at about 140 do lla rs a barre l, not the 
19 to 20 do lla rs  that the market is currently setting.

An obvious question is how the nations o f the western hemisphere are like ly  to 
react to a Pan American Energy A lliance proposaL The proposal was put to 
representatives o f  the fou r m ajor producing countries—Canada, the U.S., Mexico, and 
Venezuela—at a meeting in A pril, in New Orleans, chaired by Senator Samuel B. Nunez, 
J r . , President o f the Louisiana Senate and Chairman o f  the South/West Energy Council.

The meeting was also attended by a delegation o f 15 O rganization o f American 
States ambassadors. The responses o f  the producing nations' representatives varied.

Mexico's PEMEX representative in the U .S ., A lfredo G uite rrez, stated that 
Mexico welcomed such discussion and would encourage a m u ltila te ra l approach. He 
recommended u tiliz ing  the OAS as a structure within which to exp lore the possibilities.

G u tie rrez stated that PEMEX has a number o f  genera l policies th it  are 
re le van t: se lf-im posed export lim its ; independence, that is, Mexico w ill not become a 
member o f  O PEC ; m arket-based pricing; geographical d ivers ification  o f  export 
m arkets; and opposition to trade barrie rs like a U.S. o i l im port fee .

On the o ther hand, Canada did not seem ove rly  impressed with the Pan American 
Energy A lliance concept and stressed some o f their own basic policies: support o f  a 
m arket driven energy po licy ; and the In te rnationa l Energy Agency as a chosen forum fo r 
concerted m u lt i la te ra l energy policy action. Canada's Robert Skinner, Deputy Minister 
o f  Energy Com modities, was openly skeptica l o f  m u ltila te ra l e f fo r ts  to a-h ieve stab ility 
in the western hem isphere.

G enera l D ire c to r o f  P e tro leos de Venezuela S .A ., C arlos Vogeler, noted thaL the 
Reagan Adm in istration , by recognizing Venezuela's, Canada's, and Mexico's roles in 
assuring U .S . energy secu rity , had underscored the importance o f having our four 
nations' energy in te rests complement each o ther fo r the indefin ite future.
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Vogcler c le a r ly  stated that Venezuela does not profess to be a comprehensive 
answer to the energy security concerns o f  the U .S ., but ra ther saw his nation as part o f 
an energy security fram ework built on a strong domestic U.S. energy industry.

Vogeler concluded "...cooperation , economic complem entarity , constructive 
comprom ise and dialogues are principles embedded in the foundation o f Pan 
Americanism that should guide the community o f  western hmeispheric nations into a 
m utually secure energy fu tu re ..."

The U.S. Rep resen tative was Sean Randolph, Assistant Secre ta ry  fo r In ternationa l 
A ffa irs  a t D .O .E . The Adm inistratior's position genera lly , as voiced by Dr. Randolph, 
was that o f  support fo r an un fe tte red  fre e  m arket. He also raised the problem o f other 
in te rna tiona l comm itm ents. Randolph stated " ...th e re  is already a working community 
o f  in te rest within this hem isphere based on the natu ra l m arket order that ex ists ..."

So, o v e ra ll, two o f  the fou r supported fu rthe r development o f  the concept; 
in te resting ly , those two are the most c rit ic a l ones from  a reserve standpoint—Mexico 
and Venezuela . The o ther two, Canada and D .O .E ., stuck to their fre e -m a rke t guns.

Fa ith  in the fre e  m arket is not m isplaced, i f  indeed there is a fre e  market. 
Consider, however, that the U .S . is the on ly nation in the world with individually-owned 
m inera l rights; in a ll o the r nations the sta te  owns the minerals and, a lm ost without 
exception, the production company as welL Instead o f  being a commodity on a fre e  
m arket, o i l is more lik e ly  to be an instrument o f  sta te policy, a too l fo r addressing a 
p o lit ic a l agenda; a p o lit ic a l agenda that may have li t t le  to do with energy.

The South/West Energy Council is in itiating debate and seeking support fo r a Pan 
American Energy A lliance . This grass roo ts  e f fo r t  by the South/West Energy Council 
invo lves b rie fing  Congressmen, Senators, and others.
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The South/West Energy Council believes a Pan American Energy A lliance o ffe rs  
econom ic s tab ility  in a precarious environment. It provides enhanced energy security 
fo r the U.S. It provides trade opportunities with our neighbors. It docs not shut doors; 
it demands in te rna tiona l dialogue. It  is a workable proposal. As part o f  an integrated 
energy program , it provides a sa fe ty  net.

Faced with the overwhelm ing reserves in the Middle East as well as high U.S. 
consumption le ve ls , the re are but two a lte rna tives : to throw up our hands or to 
im m ediate ly pursue a plan to position ourselves. . . maxim izing America's strengths and 
m inim izing our weaknesses. We believe the U.S. needs a nationa l energy po licy . Our 
p roposal is the f i r s t  step .

There's a d istinction , the South/West Energy Council believes, to be mode 
between energy dependency and energy vu lnerab ility . The Pan American Energy 
A lliance recognizes our dependence but moves to overcom e our vu lnerab ility .
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SPECI AL REPORT

THE BEGINNING OF THE END FOR OIL
There’s no longer any doubt that the Middle East can ot be relied on for petroleum. The world 

will intensify the search for alternatives— and natural as will lead the pack ■ by Peter .W ry

T H E  C O N E  RON  TAT ION  m I he 
Persian G u lf conjures a hosi o f ho r­
rible prospects: Shuttered factories. 
Gasoline itncs. B lood in the sand. It 

might not come to that, o f course. Iraq 
could yet withdraw from Kuwait, stabilizing 
oil prices and the world economy. Out esen 
if this crisis goes no further, esen if the 
troops come safely home, esen if the price 
o f oil soon falls. Iraq's invasion o f Kuwait 
will be remembered j s  the beginning o f the 
end o f the Age o f O il.
f U r < i K i i n  A v v o c i a i i  Alan Ikuinliman

A historic shift is in the air. D order in the 
Persian G u lf is looking more e the norm 
than the exception. Polieymakt. . jnd  execu­
tives around the globe are a- ing. in the 
words o f Jack Bowen, chairma o f Transco 
Energy, a Houston natural gas r.d pipeline 
company, "What does this stuff jf/v cost ? Is 
it the price OPEC gets.’ O r is it PEC's price 
plus trade deficits, ur.emplovrn •*!, inflation, 
and higher military expenditu: s ’ -'

The lesson has been driven hi ne for good: 
You just can't count on Mid-. ist oil. The 
world will most likely respond w :h a concert­

ed hunt for alternatives, starting with non- 
OPEC oil Thai's logical, because the dark 
goo that provides 39 r <- o f the world s energy, 
more than any other source, will be a staple of 
the global economy for decades. Neither 
coal, which is the second-largest energy pro­
vider with 2Sr r , nor natural gas. woh 21 
can quickly replace oil, particularly is a 
transportation fuel.

But explorers arcn t likely to find enough 
new oil to make OPEC a nonfactor in world 
energy. A fter the oil price spikes o f the Sev­
enties, thd industry mounted a rig-spinning
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SPECI AL R E P ORT

exp loration and developm ent campaign 
ouiudc OPEC  that produced new supplies, 
mainly in Meuco, Alaska, ami the North 
Sea. This production, together with conser- 
valion, brought the cartel and oil price' low 
in i m  fiut then demand revived, and non- 
OPEC oil p ro d u c tio n - ’ he preferred bar­
re ls —cou ldn 't keep pace When o i l-  
consuming nations wanted growth, they 
had lo  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 from 12 million 
or 13 million barrels a day in the mid- 
P.ighties lo  four million.

OIL vs. GAS: 
WHO HAS THE MOST

Thus governments and consu ncrs will 
probably become rytorc willing fo pay a 
premium for non-oil energy, such as nat­
ural gas and coal, within their own bo r­
ders. Their goal: maximum cor rol o f 
their energy futures. The mos likely 
consequence: a long, slow jsccn i ir.ee o f 
natural gas. which most experts t lievc is 
more plentiful than oil and more evenly dis­
tributed jround  the globe 

How quickly oil will lose favo- and even­
tually market share, depends . 1 ihe out­
come in the Persian G u lf A Ln : . J Nations 
embargo against Iraq and Kuw :. if e le c ­
tive. will remove about four m m barrels 

o f crude and re red prod­
ucts a J jy  from .. »orlJ mar­
ket that consum jb u u l h5 
million barre l' Jay. Most 
e xpe rts  b e lie s . there  is 
enough s p jrc  - . p jc ity  in 
countries like Sa Ji Arabia, 
the United Arut Emirates, 
and Venezuela t make up 
the shortfall. Ti avoid gel-

C x p lo r tn  will soon a e jin  scour­
ing tho List g reat frc it ie rs  (o r oil 
and gas. Seism ic wi .-kers like 
these In A laska lief* and north­
ern Sumatra use so nd waves to 
map underground I rm ations.

SHARE OFWORLD RESERVES IN . . . OIL GAS
M U t f f l L u t ___________ 83.2% 30.7%
Lxtin Am*rtcj 12.3% 3.8%
U .S .S .R .  ind Euroo• 5.1% 38.3%
Africa 3.9% 8.7%
Aila* 4.3% 7.1%
North Amiricj 4.2% 8.3%
W ttlom  Europ« 1.8% 4.9%

* --. .a« i ; j - d ' t o  i - o

ting caught with an empty tanker ,n the re­
su lting  d is loca tions , o il com panies are 
bidding up the price o f crude Says Ted Eck 
chief economist for Amoco: "We're not 
thinking jbou t price, we are focusing n 
feedstock." Prices may bounce around He- 
tween S25 and 530 per barrel until the km'xs 
are worked out

A FTER  THAT, there are roughlv 
two possible outcomes. The first is 
a relatively uneventful siege o f 
Iraq, followed by a peaceful reso lu­

tion and return to the status q u o -th a t i» t 
explosive ethnic jn d  religious cvmpct : r 
During this time prices should settle m f  . 
low to middle 20s. according to Dcnr.is Ek- 
lo f, a senior consultant in the consulting 
lirm  Cambridge Energy Research Asso­
ciates. Once peace is restored, however, 
prices are not likely to return lo  the prc-Au­
gust S14 range. Those prices owed much to 
OPEC  members’ cheating on ihcir quotas 
Tiny Kuwait and the Emirates, the worst 
miscreants in the eyes o f the cartel, won't 
resume such practices lightly.

The second possibility is that a shooting 
war breaks out. disrupting Saudi A rjb u 's  
live m illion b jrrc ls  a day o f production, o r 
the Emirates’ two m illion barrels, o r both 
This would create the world’s tirst serious 
crude-oil shortage since World War II and 
drive prices to unknow jble heights. (In  the 
o il crises o f 1‘174 jn d  I17U. supply and de­
mand remained nearly in balance. It was the 
fear o f  shortage, which led to miscalculated 
government allocation rules and to such 
panic stockpiling as topping o f f  the t jn k s  o f 
automobiles, that drove prices up I Neither 
outcome to the present mess is likely to re­
store confidence in Persian G u lf oil.

So what should the U S  do? Once the 
world ’s greatest o il producer, the U S is jg - 
mg rapidly as an oil power. Production fell 
bri Ijst year, and imports account for 
jround  50*7 o f ou r needs, compared with
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less than M ) r r in |<M5.
The U.S. is ihe most 
dnllcd-up land on e.irlh, 
with M)t).1)1)1) uf ihe 
world's 'KXI.IXXI produe* 
mg vsells. An average well 
produces about 15 h.irrels 
.1 day in Ihe U.S.. vs *MMMI 
barrels a day in Saudi 
Arabia.

Sluppmg ihe growth of 
dependence on loreign oil 
will not be easy. j> experi­
ence 'hows When oil prices leaped in Ihe 
Seventies, they 'el off a drilling boom lhal 
employed almost live limes as many rigs 
(alviui 4 . 5 IH I )  a s  are working today. Thai ef­
fort. along with prior discoveries in Prudhoe 
Day. was barely able lo lift U S production 
4'/ between 1070 and 10X5. after which pro­
duction began falling again. The chances of 
reversing ihe 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 
limes larger than Prudhoe Day.

H OW CAN the U.S. reduce its de­
pendence on foreign oil? There's 
no mystery: increasing exploration 
and development, stepping up 

conservation, and switching to alternative 
fuels, Every bit would help. Last year the 
U.S. used lft.5 million barrels a day. on aver­
age. and produced *>.2 million—NHI.IHXI 
barrels a day less than in I'IX.H. Replacing 
that oil from abroad at today's prices would 
add over $5 billion to the trade deficit of 
some S‘>5 billion this year.

All those calls we keep hearing for an en­

ergy policy 
but they 
question 
changes u 
the trick' 
ment of Er 
a lot of op 
the n.itior.. 
g> for del 
dent Dusi 
Before- t1 
make sen 
fresh grot, 

ble a team of experts from CV 
vironmenlal Protection Age: 
Department, environmental 
ergy companies to synthesi/* 
addresses b o t h  the environrr 

Call it an em»7!tfy> poliex 
im i  WilJc: accident last ye., 
talists beat back an mdu' 
open the Arctic National V 
and the outer continental sfv 
exploration. The inevitable 
more oil imported in tank 
l e w  safe than oil and gas w 
conflict in the Gulf and risir. 
vironmentalixts are unders: 
the tide will turn against the 

Step back from the rush < 
and it becomes clear that th 
to upgrade both energy sup 
ronmental quality Dut that 
when policy is being whip' 
cataclysmic events. An en 
would put us all on the same 
recommend, for instance, dr 
continental shelf because it s 
gas. the cleanest-burning fo 
won't befoul beaches in the 
Here are some policies for 
team to consider:

•umh the ears, 
re right The 

what policy 
aid really do 
The Depart- 
rgy is drafting 
ons known as 
energy strate- 
cry to Presi- 
by year-end. 
it. it wouId 
. -and break 
J-to assem- 
•grcss. the En- 

the Energy 
-oups. and en- 
i strategy that 
it and energy. 
\fter the /ev­
ens iron men- 

y attempt to 
Idlife Refuge 
to oil and gas 

'Csult will be 
- that may be­
ds. Now. with 
oil prices, en- 
ndablv afraid 
n,
today's news, 
nation needs 

lie’s and envi* 
tough lo do 

iwed between 
energy policy 
rack. 11 might 
ling the outer 
-mains mostly 
'il fuel, which 
vent of a leak, 
an ensenergy

■  Attack triniportatlon. C rs and trucks 
burn some eight million bar: Is of oil a day. 
almost equal lo total import Several mea­
sures could help reduce lhal Tost, promote 
natural gas js a fuel for lie is of cars and

S P E C I A L  R E P O R T
V T W

trucks mot including commercial rcrtaUi. 
which make up about 5'- of Ihe n.it n > v.. 
hides Switching to natural gas would 
lough lor most motorist' liven if you could 
buy a natural gas car. you eouldn t -rd a 
service station to reluel it turL" o>u are n 
Denver, where Amoco recently opened i 
station with a natural g.o pump i hopes 
will attract daring centrist Dut 'Let go 
rage' can be equipped with the e mpr..'- 
sors jnd ho»es used to feluel wi:h 'alur it 
gas General Motors promise' to prov!u..
i.tllX) gas trucks., vear bv I'iu2. ind-e'eril 
companies, including I niied I’ ireel Se rv e. 
and Brooklyn Union (i.o ate .mihoi i-j 
some ol their licet' lo gas It f I’S n\! <\ 

post office retitted their licet' I.-1' ■oo 
hides m all. it would '.ive almost ten mil­
lion barrels of oil a year, more than oik 
day's import'

Second, improve the gas(«l,He . - ' e i  
ears Corporate average tu„! e. - -rs 
(CATE) standards imposed by ( rgr. . 
helped push the nation's mdes p.* .
Irom 14 to >  Dennis Eklot ol C r»'r 
Energy estimates this s.wes the I s ui 
two million barrels of oil a J.iv. roue1- • 
production of Kuw.nl 

Another route to conservation c"’ v 
to raise the tax on gasoline. wh\h • o .s 
stale li> 'tale and averages about 2* ..nts t 
gallon, the lowest in the developed w fid 
The lax in Japan is SI f>2 a gallon m I' dv 
S.Vtl.’s Raising the tax would be least pa n- 
ful. and perhaps most elleetive in the 'one 
run. d ihe federal government committed it­
self to raising it. say. 5 cents a year tor the 
next 20 years. That leaves everyone plentv of 
time to plan and adjust.

■ Explora lha ramalnlng fronUart. Do
whatever is necessary through increased 
safety regulations and oversight to prevent 
environmental damage. The od-beanng 
reservoirs of Prudhoe Day will yield more 
than nine billion barrels, equal to about 
three years of imports, before thev are fin­
ished. And right next door—olf limits-in

' Ol Awf-iO 1 *

StrTCMnfR 111 IW rORTUKC •
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lhe wildhle re luge are similar m'Jerer*>niv! 
lormalimism ilie vniii. -log .. Ir<.• v: S. i
In explore llik.ni » r■> îm*.«.i tJo’-.r
frontiers evi'l ml iIv \ «i (. i1 : rM;
.uni I liifid.i

■  Reduce regulatory delays. I«. a.- i
lumen recommends sTe.itmg .1 1.1*1 >uek 
lor priority energy project*. siimknmg ihe 
lime 'pcol mi hearing* and public review 
;ind allowing Millie project* In move .1l1c.nl 
even .is ismicv .ire Ihr.islied mil nl emiri < )ll 
Simhlicrn C.ililnrm.i i* .111 ml lielil called 
I’mnl Arguelln lh.il should yield .il le.m Znn 
nullum barrel* Clievrmi ha* drilled prndiie- 
I mil wells hill Inr .1 year li.is nnl Iven .1!* 
lowed In prnduee ml hy order nl the 
C .111U<r 111.1 C'n.isl.il ( nminissMiii

■  Promote natural gat. ( )ne nl the k|iiiekc*l
u.as in iln tins would he in sji.cd up ee.ri 1- 
lie.ilKill nl Hew pipelines hy the I eder.il 
I nergy Regulatory C miniiissiuii In Vw
l.ngland m.ms businesses tli.il hum ga* 111 
the Mimmer must switeli in import.d I tie I 
ml 111 the winter hee.uise pipelines mln ihe 
region v.m'l handle .my more ga* New 
lines, sue It .is die lrm|iinis pm/eel. wlneh 
would bring ga* trmii ( ni.id.i. have I'een 
winding lheir w.iy ilunugh die regulatory 
process lor lour ye.ifs Ihe American Ci.is

\ssoci.llinn, .1 trade group, 
», 10 dtai wnhm live years new 
C..S pipeline' eotdd eliminate 
il\ need inr I > million h.irre!«
,■! ml .1 day. ,ih.ml 15'/ nl to- 
a.iv s imports

■ Boost research into al­
ternative energy sources.
I urope and Japan make 
more use ol nuele.ir power (see 
die I S Plant designers .ire 
mtieli s.der technologies, which • 
ed and related In one cnnip.u 
reactor htnldmg is eap.il’le nl .1 
die heal die re.ietor e.m eimi ut 1 
cm'line svskm l.nlure More 
needed into s.ile means ol di*po- 
Ii:eI Afgmuie S.1lmn.1l 1.1hnr.1t. 
e.ign is elmlyiiig leehniijuts lor
radinaelive hie I usion rcaclnr- 
produce almost no waste, will ; 
two vie..ides nl .idililimi.il dew 
nuele.ir power e.m he made s.ile. 
e a r s  usnig power generated hy 
linns would solve iiiuitv ol lovl.n

Nucliar power plant* like this one near Dieppe generate 70S ol France's electricity. The 1 S gets only 
20S ot Ha juice Irom nukes, and Ihe figure won't increase soon: No utility plans any newm clear plants.

WHERE THE 

ATOM BULKS BIG
Nuclear energy as a portion 
all energy consumed 
Sweden ____  31.6S
Franca 29.7’,
Taiwan 15 OS
V¥a«t Garmany 12.6S
Japan IMS
U.S. 7.2S

iMe) Ihari 
inking up
is 1 he test -
.;.*ign the 
•orbing all 
. event ol a 
.search is 
■got spent 
. near Chi* 
.ducing its 
which will 
ed al least 
'pillyni II 
en eleeirie 
iiclc.tr sia- 
problems

■ Expand Ihe Strategic Pet oleum Re­
serve. Il contains almost null 'dhori bar­
rels ol crude and is scheduled ! expand In 
"5d million H e Si’ll ’* "n day supply of

imported oil may he one ol ihe reasons 
prices Jidn t fly up (he way l̂ey d J ,n 
allermaih ol the Iranian resolum n ird :*•. 
start of the Iran-lraij war a dcCadc ag" Ve- 
JituxR.il supplies should he even more slats- 
li/mg, In the debate that broke out >-x.r 
how the SPIl should be useJ. some pol l • 
cians urged Ihe President to open ihe lap lo 
keep consumer prices from rising Other* 
s.ud d should be used only lo eompeP.*.ik 
for a real lull in oil supplies In the pks.-t 
dispute, with the possibility of a w.ir n its. 
Gull that could create monument.I o. 
ages, the President is wise to keep ’he r. 
serves in .heck.

M any nations w,;i p..
crmg similar options n v. 
years ahead, and ih. r. •. 
actions will like Iv .hing. 

lace of ihe energy business. A .ons.i;uer.. 
to watch lor: The ml industry will efiibafs 
on us Iasi great elephant hunt, the p.tchx 
derms being huge oil fields F.vplorers a 
British Petroleum estimate lhal the earth 
holds about l.?IMI sedimentary basins n 
which oil might be found, of which >00 
mam unexplored because they were too r. 
mole or because politics placed them oil 
limits Doth conditions are changing tech­
nology is bringing lar-olt basins, such as 
1 hose in ocean depths of up lo a mile, wiihui 
reach. (Instead ol production platforms 
standing on ihe ocean lloor oxer the well* 
pipelines would gather the crude Irmti these 
deep wells and transport it to platforms u* 
shallowcf waters ) And countries like k cl- 
n.mi and \rgcnlina that have kepi oil .md 
gas explorers at arm’s length are beginning 
lo open up m the hope ol developing their 
own energy sources.

For decades predictions in the ml huso 
ik'ss have been followed hy caveats like II 
anyone invades the Saudi ml field*. all bet* 
are oil " When the present confrontation is 
over, even it the gm*d guys win. it's j s4t. 
bet 1h.1l the caveats won I go uwuv Hus ,»r. • 
the last crisis m ihe Persian Gull Thai IJCt 
and the world s reaction to it, will shape the 
energy business for years to come Q
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G A S  P U M P  E C O N O M I C S  1 0 1
M a n y  blame greed) Big Oil for the swift rise of gasoli :e prices. 

T h e  real explanation is m o r e  interesting. ■ by Joe. Drey fuss

Ia g e-
HE H E A T  

6 OIL ||

T im MOST im­
mediate and im­
portant cfrcci nl 
the Midc.i'l tur­

moil Inr many Americans 
is .it ihe gas pump High­
er prices arc intimating 
and nltcn ballling. Sa>s 
Marls Nyvall. Amncn 
Oil's manager nl market- 
mg' "'Inr ihe average 
consumer, this vvlmle area 
is mysterious" Herewith, 
answers in basic ques- 
linns about gas pump 
economics:
■ Why did gat prices go 
up to fast? It's hard lo 
blame consumers lor 
vondenng why ihey 
slh.eM nay hi io 2<l cents more a gallon jusi 
days alter Iraqi tanks rolled into Kuwait 
City—the oil companies were selling gaso­
line tnflle from old, cheap crude, weren't 
ihev? tlhey'd convince me belter if thcv

A tempting target, but the wrong one

son: When 
l.gure pro! : 
quarter. th«. 
must recent 
oil is what 
»£J trom 
that cost •.* 
nil com pan 
cre.oe rev- 
as well to IT 
margins 

Selling it1 
he may be a 
but former ‘ 
T.m Herb, 
thinks the tr 
try Says Ik 
vompantes 1 
quately exp 
r. a -nark:

is time to 
Inr a given 
cost lit the
purchased

.is subtract- 

.nues Since 
■ up quickly, 
s must in- 
.cs quickly 
ntain profit

ve mflle fro 
icy? IJheyV 

told me sunspots did it,'" says Tim Hamilton 
ol AUTO, an organization ol independent 
gasoline dcafeTs m Washington State.

The real answer is a combination ol ac­
counting and price-setting practices lor 
crude oil. The last-in lirst-oul method ol 
accounting lor inventory that most U.S. oil 
companies use causes them to price prod­
ucts according to the cost ol replacing 
them, nol according to historical cost. Rea-
Nl m* II « I \. I /. Nil lt\ «#•#/ Ifrnt tlj

have to price at replacement s 
Those costs ruse jlmost it 

the start ot hostilities because 
has changed since the oil shock 
and the emergence ot the tutu 
oil in the 1‘MK. "In the past 
crude was bought on a contrac 
Amoco's Nyvall. Now stlr; ol 
price isn't set until a tanker e 
four- to sivweck journey Iror 
East. So rclincrs' costs went u 
news of Iraq's invasion llashe. 
world—even though the oil t 
ceiving had been pumped wee 
■ Why did gi»olin« price* rv 
Thev didn't A barrel of oil

to the pub- 
wing battle. 
>bil spukes-
Sehmertz 

ustry should 
W hat the iiil 
ve not ade- 
ncd is that 

.onomy. you 
-t''
•t.mtly alter 
•ude pricing 
of the 1‘>7(K 
.s market in 
inch foreign
basis." says
he lime, the 
npleies the 
the Middle 
the minulc 
around the 
cy were re- 
s earlier, 
e to much?
contains 42

gallons, so each dollur-pcr-h.-rrcl increase 
m the pnee ot crude translates into ibout 
1': cents more per gallon Since May. 
when anticipation of OPEC s midyear 
meeting started pneas up. the cost ,<t 
crude has risen SHI per barrel To com- 
plctcly cover this increase oil companies 
would have hjd lo raise prices I.s cents per 
gallon Hut competition and .i nsumcr re­
sistance hjse kwpt most increases well be­
low iho Chevron Chairman Kenr\th Derr 
says, ‘We are woefully underrecvermg 
our costs"
■ Who wins and who loses from the price 
riso? The clearest winners are th' -c who ex­
plore for and produce crude Thor cost* 
don't rise and llky are pr,tiling from :hv 
sudden drop m ov̂r.ill output

Rcliners are a Tore complex *..oc They 
profit most on the rare occasion when the 
cost iif crude is declining and pr (>f 
lined priiducts are soaring because ■ I t.gM 
supply. They're squeezed now l,wc.lu»c 
competition keeps prices ol re,:"cj pr J- 
ucts trom rising as much .is crude oil 
Average mo/gins on refined product- T.<Je 
Irom high-quality crude climbed to a |U*w 
high of S4 a barrel in miJ.Julv. according 
tv* estimates by P c i m L u i n  luiclliiiohv 

IKr k l y  Dut when crude prices turned back 
up. these margins shrank swiftly Hy mid- 
August they had sunk as low as SI VI a 
barrel.

If prices stabilize, rclincrs' proiits should 
fatten again. The integrated companies that 
produce oil. rchnc it. and retail Ihe resulting 
products will on balance come out ahead 
The losers, gas station owners who are re­
strained l4 competition—and of course 
their wrathful customers □

PRICE AT THE PUMP: WHERE THE MONEY GOE S...

1 gallon Bated on a crude oil price of SI8 a barrel

Ufif
price

$ 1 .1 0

wholeuler 2c retailer 6c 

..JU $1.28  a gallon Bated on o crude oil price of S24 a borrel

tcxacit ox ■MXim lutrti t o ivws.ni wholiitUr Ac rtUiltr Sc

i i mn  urn



S C O R E C A R D S  O N  
T H E  O I L  G I A N T S
The U.S.-led embargo o f Iraq and Kuwait, which 
together produced 2Qcc o f OPEC ’s crude exports 
last year, will jolt some o f 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 
o f crude from month to month, but some will have to

whi i  the crisis lasts. Hardest pressed may be those 
mo't reliant on Iraqi oil. but all Persian Gulf 
sup 'lies, even from friendly Saudi Arabia, are in 
jeor ardy from the hostile troops massed along the 
Ku1. aiti-Saudi border. As petroleum prices rise, the 
big ■>rofits will go to companies that produce high 
per.entages of the crude their refineries need —and 
in t e long run, to those like Amoco with substantia! 
resL rves o f natural gas. ■ by Susiin C am inin

Exxon (usj
REVENUE: S86 6 b.i'-on 
PROEIT. S3 5 b.'l on 
PROVEO RESERVES 6 6b ' 0" bB's 
SHARE PRICE.
12mo. higtv 55 1 low a3 1 
rettnl: 5 2 L ■ PE '7

WOniJDWIOC SELFSUFFKtENCY M CftUOC: 52%
SOURCES Of CRUDE IMPORTED TO ICS.:
2 2 S  O fC C  (al fra#o PvrvUa Gutf)
29N Angola 16NCo4o»ribU
l$r *• O m an  17 S  O tS a r

I*1.'.'VJ.YE'l1! I Profits sagged after a J 1.7billion wrue- 
off for the Vjldce spill.. Over a fifth of its U.S. imports come 
from ftrsian Gulf OPEC members.. Formidable even so... Says 
CEO Lawrence Rawl: 'Current supplies arc adequate, but short­
ages could occur if shortfalls in Iraq and Kuwait are not replaced."

Royal Dutch/Shell-.,-)
REVENUE: S85 5 S '.cn 
PROrrr J6 5 b.'ion 
PROVED RESERVES 7 : ;; t
SHARE PRICE:'
12-mo. hipi: 37 ŵ. S3-1
f*c«nt: 33-* R E: 3

SELFSUFF1CIENCY IN CRUDE: 52%
OF CIIUOC IMPORTED TO U.5.

5 S> OFCC (22S t e t t  fr««
1 N Medoo 6N Canada
I ‘ S  % m a n  2 \  0 t h a r

1

Owns the world's largest prosed re-
sc .esofoil and natural gas liquids, much located m the US ... 
Si‘ ne offshore ngs in the North Sea arc shut down for summer 
rr ntcnancc. temporarily halting their production... A big plus- 
rj dly expanding natural gas production in Britain.

M o b i l
Mobil (US)
RCVENUE. 151 b>H 
PROriT: II 8 b.H.on 
PROVEO RESERVES. 2 6 b<H on bbll 
SHARE PRICE:
12 mo. Mcb: 69,/I low 51*' 

PE 15

K T

K U

DC SCLF-SOFDCICNCY IN CRUOC: 39%

.OF CIIUOC IMPORTED TO U.S.:
31S OPEC (12% W Mrf fra* inti
32S Canada UN U.K.
24NT
COMPANY OUTIOOK: Crude poor but has extensive natural 
f i t  holdings... Says security analyst William Randol of First Bos­
ton: "Companies like Mobil might whisper in policymakers ears 
about natural p s  as an oil alternative."... Has a lucrative chemi­
cals sideline that makes commodity goods and Hefty trash bags

I a*0 -tMA-t dO*«let i wo* I t g f , iN p t do<4 a i ol g/13/90 M  >#A»c*.'9
J-wJO.US uvO*̂oomîMo» IWO

•tv
Sf«

e-i l;i lotoi D.'c> N-el#.,'"' <7»»i 60\ el Sjtoi OvA*'**:'
e-ipon A r-oe -vj o- 'i om». <0%

m

British Petroleum uki
REVENUE: *49 5 b-H-on 
PROrtE S3 5 b-ll.on 
PROVEO RESERVES: 4 9 b.H.on bbi» 
SHARE PRICE:*
12-mo. high: 821‘ low Saw
roesnt: 80' • PE: 13

SELFSUFT1CICNCY IN CRUDE: CS%

8- N OPCC Ul from N«arV0 
! S U.K. 2S Zaire
•'SI

Scant exposure io Persian Gulf.. Big 
bu ers of Nigenan light crude.. Says BP Oil's general manager. 
Le Atkinson: "We would not describe Ihe current situation as 
a * pply cnsiv nor is one imminent. Oiher producers can make up 
tK supply that had been coming out of Iraq and Kuwait ."

Ii . ;
I ;

!•

«
s



Texaco u s
RCVENUE S3: 4 D'll.01 
PROFIT $: 4 Jj.ll.on 
PROVEO RESERVES 3 3b 
SHARE PRICE
I2 -a rit' 68 ’ 49>•
roet-Ht 63 : P E '4

o" :

Klv.-TZI
r*. 0 >X C  (92*. ol tstkl fnxn Saudi AnbU)

OF CIIUOC MPOffTED TO USj

nf'hllri Fluvh wnhcrude Its/omt venture 
with Saudi Arabia in Sur Enterprise hjs the right to buy NOO.txm 
bjrrvls per day of Sjudi oil Management i> minding the store 
again after long hjtile with investor Curl leuhn . SaysTitdd 
L Bergman, security analyst at Goldman Suctis: "I expect to see a 
big increase in cash How and more emphasis on exploration "

I

I

Chevron
REVENUE S3? I s -«n 
PRorrT: $35 - o»
PROVED RESERVES 3 5 b x- ue t 
SHARE PRICE 

12-mo *bgn 3 " - ’  K n r j jv -
r̂ mi: ’3 ’ P E 42

C T m . iiz  s iE iz a s a
OT CRUOC HRFOfllED TO USj

5 OPEC IISS of total trom fSrvuc Cutf\
; Moodco 3N China
S a Homy 7N Otbor

fT Chevron has shifted from Persian Calf
;* co io more from Mcocn, and hcidv resep.es of domes:*; -at.ra! 
g. and heavy oils . Wrote off SI 3 billion in 1939, par.N as a *;• 
v. .’f environmental concerns that led regulators to bar produc- 

• 'n?m offshore wells near Santa Barbara. California.

A
m

A M O C O
I

Amoco u s i
REVENUE S24 2 b on 
PROFIT S > 6 tS..!.on 
PROVEO RESERVES 2 7 b 
SHARE PRICE

12 nj
reeen!

h.|pv 60-*
56 7

■;*:.. I**;!.*: 4-: HSIZZiIIaDEIESKEJI
SOURCES OF CRUOC IMPORTED TO IL&4

.et total treat Ptniai Gutt 
7S Norway 
12S Othar

:: \

48°s OPEC (23*
18N Cawdi 
1SN Mexico

R«*Y.' Y.'YIi'.IiiE»Y:CB Largest nongovernment owner of natu­
ral gas reserves in North America; secs future in that fuel -at least 
in Ihe U.S.... Says H. Laurancc Fuller, president: "I've seen erode 
prices at all levels. I can say that we won't be making substantial 
changes in our strategy in the near future because of Iraq.”

IJS8K USX .5
REVENUE S ’’ 
PROFIT S?t5 - < 
PROVED RESERVES
share price

12-mo \ C  37 
ree«r(. 22-*

1 ;n

P E

OF CRUOC IMPORTED TO U&a
:  : N OPEC Ml troo N r w  CMb 
2 i ; s M exico  11S  Canada
IS S U JC  17N OtfMC

f> !.'. 1 E'l1! 1 f e1'. .'fil The steelmaker that bought Marathon 
C still gets 30re of revenues from steel. . TT of its L S. impor.s 
P me from Iraq.,. Expects to make up the shortfall with pur- 
c* iscs from U.S. independents or on spot market, but that won't be 
c* :ap... Well positioned in the Brae oil fields of the North Sea.

Atlantic Richfield ;u s )
REVENUE- SI 5 9 bill.on 
PROFIT: *1 9 billion 
PROVEO RESERVES. 3 b.ll.on Obis SHARE PRICE 

12-mo. hijti- MO1* lo» 95 ’ 7 
recent: I3 6 1-* P E 13

63N OPEC (SIN M Mil b*M Ptrtiw CtJf)
15N  M aM c* 8 ’* U.K.

8N  CelawMM 6 N  O t t e r
Rising price of crude means increased 

profit* for oil-nch Arco... Produces oil in Alaska and Texas... 
Exposed to Middle Eastern tumult only through its 49 90 owned 
Lyondell Petrochemical, a S5.3-billion-a-)car refiner that imports 
the bulk of its crude, over 300.000 barrels per day.

Phillip* Petroleum ,u *
REVENUE SI 2 5 b en 
PROFIT: S219 million 
PROVEO RESERVES: 991 m on bC 
SHARE PRICE: 
t2.mo. hijh: 31'* law 217-1
recent: 28' * PES4

m s m  --------
4 >53 OFCC (23N t f  M a i trww SauR AnMa)
4 *S Angola 8\ Oxtmh

BT? .'.LYlOnrof.ti No U.S. imports from Iraq or Kuwait 
Produces almost 90** of its refinery needs... lake Chevron,

P* Hips is barred from pumping oil from its offshore Califor- 
m field, causing a S2S0 million write-down in 1989... Expeci the 
ei npany to invest any increased cash flow from higher crude pocev 
ir ts promising U.S. and Canadian natural gat operations.

OF CRUDE IMPORTED TO U.S.

< PHILLIPS,

m
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S P E C I A L  R E P O R T

W H E R E
T H E  O I L

MEXICO 497 US 5iV Spain In*. Japan <)V France 5 V  Hra/.l 3*

CANADA 259 US JjpjnO *'i, Nkth.fUftJ.i':*,

iMI't Jl< 11 Kn 
Annual imourrt

S 4 . 1 0 0

6 , 9 0 0

!*#•«» <i i*H. Mato tuppfttrt Import! m • \  oI total conuampoon

F L O W S US 2 ,421 S jjJ i \rahia '•*, Niecfia ! 3 V  Meiito I •*«. c anj.ij > " ,  4SN 
XeitC/uclj HJV I'iU *'». L N ’N 'N'mjI'i !*,

The world’s major crude oil 
importers and exporters—and 
who gets what from whom.

OPEC monitor Importer |  Exporter

S O U T H  A M E R I C A

E x p o r t e r s . •

_L_1_

6VENEZUELA 342 US 44V..N Antilles ISVW Germany <>V Canada3*#

6  ECUADOR ,72 S Korea 33V U S :3V Puerto Rico 16'.. Panama 5*.

COLOMBIA 54 NA

ARGENTINA

iMI't IRTI'RN

3 N.A

wt I

BRAZIL
maw kWa imwIw
233 Iraq 38V Saudi Arabia 33V Iran*)*.. Nigcna ft’.. Kuv.au 5*.

CHILE 30 NA

Imparts i i  So l total cor -mptJon

A F R I C A

E x p o r t e r s

‘ • 'I
l

‘
1 r— IU imiM i

n w
' S ■tlkMO

6  NIGERIA 454 U S 49V Spain II*#. W. Germany KV France V  NcihcrlandvP*. 16,000

6  LIBYA 312 Italy 36*#. W. Germany 36V Spam 10*., Franc *•#. Greece <*. 22,000

ANGOLA 152 N A 2,200

EGYPT 145 N.A 4,300

6  ALGERIA to Italy 33*«. Spain 1JV W Germany 14*, L S 1 ranee”. 8,400

6  GABON 49 France 31*#. NethcrlanJa 3?*.. flra/il II*.. L N ■ <)*#. N Korea 3*# 720

M I D D L E  E A S T

EXPORTERS .
Anrwlmwl

•
* ; .

*
Pw#4nini 
1 m  a W H M

6 SAUDIARABIA 1,343 US 3?*. pan 14 V  France 6V Bahrain 5 V  Singapore S*. 255.000

6  IRAN 

6 u  AE

544 Vtherland 14*., Japan 13V Italy •>*«. Turley *V Belgium ’•« 92.500

500 Japan 4?*, ialy TVSingapore ’*♦. US '*• S Korea ?*• 94.100

6  KUWAIT 279 Japan J!', Nellwrlandi 17*. U S 13V I«al> *»V Ila/.l 4*. S Korea 4*. 94.500

A  Q ATTAR________W 3.200



W E S T E R N  E U R O P E  ,

Exporters
2lS2*«7iSS! W*imrtwN

UK S13 W Germany 2''V Canada 18'i.US 18%. France I3%.Neiherlir U 10*. 5,200

NORWAY 343

I Ml'* H< 11 Us
Annual amount 
MmiIHW

W GERMANY 524

U K 14%. Sweden 12*.. W Germany 12'.. Netherlands 11*#. Fra cc 0% 10,400

Main Mjppf l f t
L' K 2f>%, Libya 16%. USSR S*t. Norway 8%. Venezuela 7%

nporta h i \ « I  
Ati cort»um(rtJoo

94%

FRANCE 413 Saudi Arabia 18%. U S S R 14%, u K 14%. Irag ■>%. Norway 7' 96%

ITALY 461 Loya 23%. USSR !■>*.. Iraq 13*.. Saudi Arabia 12*.. Iran II*

NETHERLANDS 352 lran22*«.UK 14**, Kuwait 13*., Saudi Arabia IJ* ..Norway I:
93%

94%

SPAIN 338 Meuco 2J*., Nigeria 15V USSR 13*.. Libya 10%. Iraq 10*. 97%

BELGIUM 172

SWEDEN 104

Iran 24*., Saudi Arabia I i*t. U K 11*.. Norway 10*Iraq MS 

Norway 40* ..UK 16*.. Iran I2VUSSR 11*«. Venezuela 7*.

99%

95%

n A S T E R N  E U R O P E

r X PORTERS _
p 1 Abgwi «4kMaJ MdtowHi.ta T M n h w

M k a U M M
u SR 1,026 E Germany 1 3%. CiechotloiaJua 12*.. 56.5< 

Poland 10*.. Bulgaria 10%. Itau ■>*.

I ■PORTERS
KmuM amount 
aamUMk.1 Main auppOara

Imparta aa a % a 
tout camumpoa

E ERMANY 150 L SSR 40*. 9*

C. 2H0SL0\AKJA 120 USSR 100*. 95
Pi .AND 110 USSR 4*>. 9*.

H NGARY 62 USSR 38% 82

6  INDONESIA 249 Jap ‘<t W%. U S 27*.. Auainlia 3%. Taiwan 2*. 8.300

CHINA 202 N 23.800

MALAYSIA 146 N 2.800

BRUNEI 81/ S 1.400

IMPORTERS
l.aiiu w imli

a* a \ M
Mi 1 lu— flfi MM MMiawbttM

JAPAN 1.181 V £ 20%. SaudiArabia 16%. Indunetia 13% Iranft*. Ku*a>t 6% 88%

S KOREA 261 Si'Ii Arabia 14*.. U At <>*.. Kuwait 4*,. Libya 2**. Indunei'i 2*. 100%

SINGAPORE 282 5a Ii Arabia 2**fc U A E IJ*,. Iran 10*.. Ku*an 2*. J  100%

INDIA 130 Sa. I. Arabia21*..Iran2)'.. iraa70*..U A E II*. USSR a*. 38%

PHILIPPINES 74 U E 1 )••. Iran 10V Kuwait 10*. SauJi Arabia ft*. 87%

AH1 o t o «  1988tft'jI'Ôlf,« Na*-o*tô dOEtC. ~lh'♦wvt»«< .pi-ci Q4<tv« >i •••tpo.'Oodbf 044 Goiaô"o> do*a so***'* ’••* >■**- '
f-Qv'.to .'o , '»8» p,<>..<̂ ot>.itv»iwi«,«< . v > a i W} «A r »  US ">0O', i 's'^da"os^o1 jo .-o  a. o«M#a*o J.oJabo'o. MeO****
•*«•*>• •« lltibMII•  • iftUn • •«•»*•••'»•



_________

F O R T U N E f F O R E C A S T / S P E C I A L  R E P O R T

O I L  P R I C E S  W O N ’T  
B R IN G  A  R E C E S S IO N
Yes, the econom y is frag ile , b u t pess im istic  forecasters lave learned the w rong  lessons from  the 

past. The ju m p  th is  tim e  doesn ’ t com pare w ith  the ear ic r ones. ■  by Todd May Jr.
H IGIIF.R Oil. prices h.ivc raised 

simmering worries about Ihe 
economy lo .1 boil. The small band 
of forecasters who expect reces­

sion-some say a downturn started Iasi 
spring—is growing and gelling a lot ol at­
tention in the press Hut the Middle Cast 
events that have raised uncertainty to nervO- 
jangling heights do not spell doom. Ton- 
tt'M s judgment remains basically the same 
as in our midyear I.H-monlh forecast: De­
spite lots of slow-growth discomfort and nail 
biting, no recession before at least ihe end 
ol l*i*lI Inflation will get worse—hut oil will 
be the lead of the reasons.

A common mistake is lo drjw ihe wrong 
lessiins fnim Ihe past. The 1**7.' and |T‘»oil 
shocks that ushered m recession and infla­
tion were much bigger relative lo Ihe econo­
my than llns one is so far Many pessimistic 
discussions measure the S25-a-barrel L' S, 
price of imported oil reached in mid-August 
against the transient low of around $14 in

OVERVIEW

Inflation will climb o over 
5% this year. 

Consumers will ke< p ex* 
penditures growing at 
only a moderate ra .a. 

Businesses will cor tinue 
to lift capital spending.

July (see chart, nest page) I dead, you 
should weigh the new prices ag nnsi those 
that had been generally especle before the 
Iraqi invasion. Pokii m  was -oking for 
close ti* Sl'i by Ihe end of this y ir and $21 
by the end of i‘WI. So the Iraqis lave added 
about SS to the cost of oil for the rest of this 
year and even less next year. No- nng is cer­
tain in the volatile Middle II. -t. but the

most prudent assumption is that once the 
promised additional production is pumped, 
the price will settle close to Ihe current level, 
perhaps after going a bit higher belore the 
increased llow has started. With L‘ S oil 
consumption at b a billion barrels a year, a 
S5 increase would add S.*0 billion to the cost 
of oil. the equivalent of 0 5' « of nominal 
GNP. That will produce a much smaller jolt 
to inllation and growth than the increases n 
I‘J71.74 (2r; of in P»'w jnJ pi,M
(1.5'T ). and l*)S0 (24'. >

The economy is weaker this tune. to be 
sure, but that has its bright s,de fewer ex­
cesses wailing to he corrected l or example, 
consumer spending was rising jt a rapid 4' < 
pace just before all ihe earlier crises Bui 
having already slowed to a moderate 1G to 
2ri in the past year, it is now sustainable.

Consumer confidence as measured by the 
Sindlmger \  Co. index took a dive during

1 4 0  Indei Oecember 1986= 100

120

110

100 ^ J Consumer
/ confidence

mootuttd by Stndkngar & Co

1 0 1 7 II tt 50

STALWART SPENDERS
Contumor confldoneo Km  taka* • tumblo, but nol 
U  a d in i trout dtptfi. Radio Duck tutlamort aro 
buying at boforo al tlo ro t awrpyfuro.
Including (hit ono In Tom net, California.



m.iiKr». V i r inj. , | o-.-
urcs it |iidcmg .liiilur i ...

I lie week nl Ihe invasion .mil ihe week alter 
Smdlinger has dniwn much ihe same trends 
in the past as the ( onle rente Hoard month­
ly index ol consumer conlidencc. but is usu­
ally more volatile, perhaps i*ec iu*c il oks 
only ahoul personal outlooks and has i 
changing sample, liven taking the drop at 
laee value, the early August number is si ill 
above the lows ol I'M?, when consumer 
spending barely stumbled 

Consumer attitudes will bear watching m 
Ihe months ahead, bill so tar other measures 
eonhrm I heir relative buoyancy Tandy 
Corp. receives daily reports trom its 4,Mill 
company-owned stores covering every city 
nl 15,IHMI or more Through utnl-August 
says Tandy ( hairmait John V Roach. "there 
h been no change in customer volume, 
unit volume, or purchase si/e." Sales ot do­
mestic os dropped lo a n b million annual 
rale m early August trom the I million 
pace lor July as a whole, but that's no lower 
than many Icn-day periods in the p.isi lew 
months. I lomchiulding lias shrunk trom ihe 
excessive pace ol a lew years ago. and sm- 
glc-l.imily starts may even recover some in 
ihe months ahead

Business spending lor inventories, plant, 
and equipment is somewhat more problem­
atic With recession talk abounding, corpo­
rate olliccrs could lean on Ihe divisions to 
stretch out or delay capital projects. But 
they've heard dismal appraisals many limes 
be lore during ilns long expansion without 
losing nerve. And mounting mllation will 
spur some investments belore equipment 
costs go higher, especially when many man- 
iilacluring companies are striving to im­
prove ellicicntv to meet tough competition, 

Note well: Manufacturing capacity utili­
zation is still a mite above the average lor 
Ihe past 2d years and only marginally he- 
low last year's peak Ihe accumulated 
slock ol plant and equipment, a rough 
measure of capacity lor the whole private 
economy, is growing only 2?'/ a yenr. 
compared with over 4'« in I‘17.1 and I'17').
I he increase is just about in line with aver­
age output gains expected over the next 
several years: no big correction needed 
here. So capital spending m real Icrins will 
al lens! hold steady over the next few quar­
ters und likely rise a Int.
An inventory cutback was already in the

( mi i I« iismciisi lnht \ht It 
Si mo* I < itsncmi t iiwii llnmntltin 
S l o t  1 1 osoenst Znx/Zi V/n.n 
Kl si c*l II Ass'* IMIS I ,"!*>■ Vi III!) u".f 
14*rvi"i (
I nail M i /itftiun ii /•Ac/inn/ fa lint mu esc iir«
ittfhwtutlt titing tutimit 11 iMimrtii rin«/il

FORTUNE'S BASIC 
OUTLOOK

■  Growth: Real G fP will 
expand 1.5% d jring 
both 1990 and 1991.

■  Inflation: GNP price 
Increases will c'imb 
from 4% during 1989 
to 5.5% In 1991.

■  Interest rates: text 
year they will b ; up a 
percentage poi it from 
the spring lows

cards billowing the large >• ,ldup in the 
spring In Dikiim's survc >1 inventory 
policy taken before the ms on. business 
scanted a slower and more m ige.iblc p.icc 
Inn wasn't planning ms lu, .l.ition Mere 
agam. ally Icar ol recession v. t probably be 
ollset by autieipaliou ol hu »r prices lor 
purchased goods and m.tlci *. as sscll as 
lor the goods sold \s accu .ilalion levels 
out in ihe I.ill. growing linal i ti.nul sc ill liti 
output slowly 
Thus real CiM’ will grow , 

al rale or so this hall 
Thai's a hall percentage 
point less than projected in 
our midyear loreeast; the 
reason lor the reduction is 
not jiisl oil hut also (lie 
Commerce Department's 
revision ol earlier (INI' 
data. The I.V« pate will 
hold during I'WI— only a 
slight improvement from 
the I.2M of the past four 
quarters and well below 
ihe 2.7'i in the year ended r mul-l'M') 
The recession forecasters re sitll m the 

minority. The Blue Chip Con* nsus loreeast 
following the invasion pred. is nearly Ihe 
same growth,I'""it si does or the rest ol 
llliv year and even foresees a. I gain dur­
ing IWI. l ive of the 4M lorcc teis now pre­
dict Ihe two Consecutive quar crs of decline 
in real CM* lhal is usually eit J as the deli- 
ntlton of recession. Bui lhal c .linilion is er­
roneous. Though mosi recess ms include al 
least iwo such quarters (the MO recession 
had only one), ihe National h >reau ol F.eo- 
nomic Research, ihe official a biler in these

iu.iil\ occurred and wlien 
One Me.if v.clilll ol the Uc w ■' 

budget siiniiinl Vkc ncvd I Ii. -i _' > v ,
Icfc'CS would dt |,-| :!tc N -11 lull , I ;•
lax lllcfcMSc s .O'T spCllil'lle .in* "W 
talked iboul lor tiŝul I1)1'I V 'in > i/s'- 
billion *c cute il i ■ iii ifx fe ison ■ . • •. - V .* 
S2l > t'llhi hi ippeafs m. •*! like ■ i.'!\ s -
billion swin-j in I.*, .1 stimuli.* .. 
good chunk o| the Jr.i n ol %
hall ol which .sill isc i|\ the , m ■*
I ill'll M Cl|'cct* the "ll ■ ■' .*.!

more than a hall percentage p ' " I1-- 
t)at it hi rale this cc. i r. but tltc u ■. •* g-, mor. 
bearish tit.ill lllo-l about tile > (til. ■< * ..
the Iii hit N.idd.un During :!•. ucM ic-s 
months itiil.ii ii .it will proi’.ibli *. i ,
iiu.il rale ol id. or more !\ - .*•*,!
VNtill pfohts ,ilr».i.!y strained -• • v >' 
tries mil p.iss al.ag lllc cost* '.I f*ll\ •* ’
is out No iiill.ili.-il n lllc I'f" . 1 -Nl’ pr »,* 
will average' 2‘ upl’oMi-' u -'V-
ic .ir il.il ml price * .issmii'ii- " 
losses 111 product "1*. will „ *' e
Ilul this year's r .ic mil i .. 
loll adding to ‘.It* c!'"
I't'M ,iihI pushing c'tnp 
these iltll other Oil-Illcti.e.,! ' ,*: '
through higher prices limn m .Vc*t* 
Ilalion al next year. i; pe'ed't.' .
points higher than the current ,"n*ct so*

\\ .Hi iul1.it' n rutinme - 
such i r itc. the I i l  K.

'll.ll.J 'W 
slow ceononi e erowli \.-r 
will il worry •iiucli iboul i 
Mil •» lcr.it c IS We ikelllltg c I- * I 
lar ()itce ( li.nfin.iii \l.m 
fifccitsp.nl h.is clear cu- 
l lei lee Ol lllghcf s||e|,ui!cil 
inllalit'll. he will lighten 
Short-term .nterc-i r.iies 

have h.tfjv budged *n\e 
the invasion —investor* 

have been parking their money while sorting 
out the prospects \s they do short rates will 
rise —next year they will lv a point or *o 
above the spring lows l.ong-lerni rates have 
less lar in travel. S iclilson the ht-vwaf Trea­
sury bonds had chmhcd ahnui a hall percent- 
age point by mid-month and should eo up 
somewhat luither m the months ahead I he 
increase will he limned because ihe I’cd's 
lightening will show investors that it is *cr•• 
ou>ahoul lighting mllation Slow growth ai'il 
tight money is a formula guaranteed I" keep 
anxieties on i high plane —but it he a* m» • • 
the realistic alternatives 0

i 15'. aiinu- 

$30 3a1 e-i p.-

$20

$15

$10

Scflc won I ’

M  87 88 8 9 90



T h e  N e x t  M o v e  i n  t h e  E n e r g y  G a m e

The federal government hasn t been able to con n with an energy policy,
but there are plenty ot good ideas in the

P a u l  D o y l e

W h e n  I r a q  i n v a d e d  K u w a i t  a n d  a s ­

s e m b l e d  t r o o p s  o n  t h e  S a u d i  A r a ­

b i a n  b o r d e r ,  t h e  U n i t e d  S t a t e s  b e g a n  t o  

t e a r  t o r  i t s e c o n o m i c  s e c u r i t y ,  s o  d e p e n ­

d e n t  o n  o i l .  B u t  w i t h  v i c t o r y  tor o u r  s i d e ,  

a n d  oi l p r i c e s  t a i l i n g ,  t h e  i n c e n t i v e  t o  

d e v e l o p  a n  e n e r g y  p o l i c y  m a y  b e  w a n ­

i n g .  U n f o r t u n a t e l y ,  t h e  p r o b l e m s  

r e m a i n .

•  S a u d i  A r a b i a .  I r a q  a n d  K u w a i t  c o n t a i n  

r o u g h l y  4 5  p e r c e n t  o f  t h e  e a r t h ' s  o i l  

r e s e r v e s  a n d  2 0  p e r c e n t  o t  all c u r r e n t  o i l  

p r o d u c t i o n  c a p a c i t y .

•  T h e  U n i t e d  S t a t e s  i m p o r t s  t w i c e  a s  

m u c h  o i l  t o d a y  a s  i n  1 9 7 3 ,  t h e  t i m e  o f  

t h e  first e n e r g y  c r i s i s .

•  A  r e c o r d  o n e - h a l f  o f  t h e  1 7  m i l l i o n  b a r ­

r e l s  o f  o i l  u s e d  t o  r u n  t h e  U . S .  e c o n o m y  

d a i l y  c o m e s  f r o m  f o r e i g n  s o u r c e s .  I n  

1 9 7 3 ,  o n l y  3 5  p e r c e n t  c a m e  f r o m  

o v e r s e a s .

W i t h  n o  o t h e r  a l t e r n a t i v e  t o  f u e l  o u r  

n a t i o n s  e c o n o m y  i n  t h e  s h o r t  r u n  t h a n  

f o r e i g n  o i l .  t h e  p r o s p e c t  o f  S a d d a m  H u s ­

s e i n  c o n t r o l l i n g  a l m o s t  h a l f  o f  t h e  w o r l d ' s  

o i l m a d e  A m e r i c a n s  v e r y  n e r v o u s .  G a s o ­

l i n e  p n c e s  s h o t  u p  a n d  m a n y  e n e r g y  o f f i ­

c i a l s  w a r n e d  tha t a  n e w  e n e r g y  c r i s i s  w a s  

i m m i n e n t .  J.  M i c h a e l  D a v i s ,  t h e  E n e r g y  

D e p a r t m e n t  s  a s s i s t a n t  s e c r e t a r y ’ f o r  c o n ­

s e r v a t i o n  a n d  r e n e w a b l e  e n e r g y ,  c a l l e d  

t h e  I r a q  c r i s i s  a  w a k e - u p  ca l l  t o r  a  U . S .  

e n e r g y  p o l i c y ’ .

B u t  n o w  t h a t  H u s s e i n  h a s  b e e n  d e ­

f e a t e d .  A m e r i c a n s  m a y  b e  t a i l i n g  b a c k  

t o  s l e e p  E n e r g y  a n a l y s t s  b e l i e v e  t h a t  t h e  

c r i s i s  i n  t h e  P e r s i a n  G u l f  w i l l  d o  little t o  

b r e a k  t h e  c o u n t r y  s  a d d i c t i o n  t o  f o r e i g n  

o i l .  F a i l u r e  t o  a d o p t  a n  e n e r g y  p o l i c y

Paul Do>I*<ov»m »n\irorfr*m ana issues 
tor NCSL

t ha t  w o u l d  m o v e  t h e  c o u n t r y  t o w a r d  

e n e r g y  i n d e p e n d e n c e  m a y  l e a d  to e v e n  

g r e a t e r  p r o b l e m s  i n  t h e  y e a r s  a h e a d .  

O u r  n a t i o n  h a s  its  h e a d  i n  t h e  s a n d  

w h e n  it c o m e s  t o  d o m e s t i c  e n e r g y  

p o l i c y . ' s a y s  S e n a t o r  R a l p h  R o s e n b e r g ,  

c h a i r m a n  o f  I o w a  s  S e n a t e  E n v i r o n m e n t  

a n d  E n e r g y  U t i l i t i e s  C o m m i t t e e .

O n e  o f  t h e  m a i n  r e a s o n s  w h y  a  p o l i c y  

h a s  n o t  b e e n  d e v e l o p e d  h a s  b e e n  a  l a c k  

o r  c o n s e n s u s  o v e r  w h a t  f o r m  it s h o u l d  

t a k e .  T h e r e  i s  a n  o n g o i n g  d e b a t e  w i t h i n  

t h e  e n e r g y  c o m m u n i t y  o v e r  w h e t h e r  t o  

i n c r e a s e  e n e r g y  p r o d u c t i o n  o r  r e d u c e  

c o n s u m p t i o n .

C o n s e r v a t i o n i s t s  b e l i e v e  t h e  a n s w e r  i s  

g r e a t e r  e m p h a s i s  o n  e n e r g y  e f f i c i e n c y  

a n d  r e n e w a b l e  e n e r g y  m e a s u r e s .  T h e y  

s a y  w e  m u s t  l o o k  at  m a s s  t r a n s i t  a n d  r e ­

q u i r e  a u t o  m a n u f a c t u r e r s  t o  p r o d u c e  

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

e x p r e s s e d  b y  t h e  Christian  S c i e n c e  M o n i ­

t o r  w h e n  it d e c l a r e d  tha t t h e  n a t i o n  n e e d ­

e d  t o  g o  o n  a  f o s s i l  f u e l  d i e t . "

C o n s e r v a u o n i s t s  a l s o  f o r e s e e  t h e  c o u n ­

t r y  r e t u r n i n g  t o  s o m e  o f  t h e  C a r t e r - e r a  

i n d u s t r i e s  s u c h  a s  a l t e r n a t i v e  f u e l s  a n d  

s o l a r  e n e r g y .  F e d e r a l  s p e n d i n g  o n  e n e r g y  

r e s e a r c h  a n d  d e v e l o p m e n t  w a s  cu t  i n  h a l f  

i n  t h e  1 9 8 0 s .  w i t h  r e n e w a b l e  e n e r g y  

r e s e a r c h  a n d  d e v e l o p m e n t  f a l l i n g  f r o m  

5 7 0 0  m i l l i o n  i n  1 9 8 1  t o  S 1 1 5  m i l l i o n  i n  

’ 9 8 9 .

B u t  t h e  w a r  w i t h  I r a q  m a y  r e k i n d l e  

s o m e  o f  t h e s e  i n d u s t r i e s .  A n t i c i p a t i n g  a  

n e w - f o u n d  i n t e r e s t ,  t h e  F l o r i d a  S o l a r  

E n e r g y  I n d u s t r i e s  A s s o c i a t i o n  h a s  

n o m i n a t e d  S a d d a m  H u s s e i n  t o r  its S o l a r  

M a n  o l  t h e  Y e a r  a w a r d .  B u t  e v e n  if t h e  

g o v e r n m e n t  o n c e  a g a i n  g e t s  b e h i n d  t h e  

i n d u s t r y  it m a y  b e  1 0  y e a r s  b e f o r e  

r e n e w a b l e  e n e r g y  s o u r c e s  a r c  u s e d

e x t e n s i v e l y .

I n  c o n t r a s t  t h o s e  s u p p o r n n . :  p r o d u c ­

t i o n  b e l i e v e  t h e  n a t i o n  s h o u l d  r ' c u s  r  

d e v e l o p i n g  e n e r g y  s o u r c e s  * r a :  a . r e a q v  

e x i s t  s u c h  a s  c o a i .  o i l a n d  n a t u r a l  c a >  

O k l a h o m a  C o n g r e s s m a n  Bil l B r e w s t e r  

a  f o r m e r  s t a t e  l e g i s l a t o r  m a i n t a i n s  : . - a :  

t h e  n a t i o n s  e n e r g y  e f t o r t s  s h o u . d  b e  

b a s e d  o n  m a x i m i z i n g  d o m e s t i c  'i l  r e ­

s e r v e s  a n d  p r o d u c i n g  a l t e r n a t i v e  t u e i s

C o a l  i s  t h e  n a t i o n s  m o s t  a b u n d a n t  

t o s s i l  f u e l .  T h e r e  a r e  2 c 5  b i l l i o n  t o n s  i n  

r e s e r v e ,  e n o u g h  to last t h r e e  c e n t u r i e s  at 

c u r r e n t  c o n s u m p t i o n  r a t e s .  T o d a v  5 7  

p e r c e n t  o f  t h e  n a t i o n s  e l e c t r i c i t y  r e e d s  

a r e  s u p p l i e d  b y  c o a l .  U n t o r t u n a t e l v  o n e -  

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

c o m e  f r o m  c o a l - r e i a t e d  a c t i v i t i e s .  T h e  

u s e  o f  c o a l  a s  a  m a i o r  e n e r g y  r e s o u r c e  

w i l l  b e  l i m i t e d  w i t h o u t  d e v e l o p m e n t  or 

n e w  c l e a n  c o a l  t e c h n o l o g i e s .

O i l  i n d u s t r y  o f f i c i a l s  o e l i e v e  t n e  r e c e n t  

i n c r e a s e  i n  o i i  p r i c e s  w i ll  r e s u l t  i n  n e w  

e x p l o r a t i o n  a n d  m o r e  o i l  p r o d u c t i o n ,  

w h i c h  w i l l  d r i v e  o i l p r i c e s  l o w e r  

D o m e s t i c  c r u d e  o i l  p r i c e s  l u m p e d  t r o m  

a n  a v e r a g e  o f  S 1 9 . 6 5  a  b a r r e l  i n  to 

a b o u t  5 2 4  i n  1 9 ° 0 .  y i e l d i n g  g r e a t e r  p r o ­

f it s f o r  o i l  c o m p a n i e s .  A s  a  r e s u l t  a c ­

c o r d i n g  t o  a  r e c e n t  S a l o m o n  B r o t h e r s  

s u r v e y  o f  2 1 0  c o m p a n i e s ,  e x p l o r a t i o n  

a n d  p r o d u c t i o n  s p e n d i n g  m a v  r i s e  17 5 
p e r c e n t  t o  S 4 o . S  b i l l i o n  i n  l ° o ;

O u r  c o u n t r y ' s  s u p p l y  o t  o i l .  h o w e v e r  

m a y  b e  d r y i n g  u p .  T h e  U n i t e d  S t a t e s  i s  

still o n e  o f  t h e  l a r g e s t  o i l  p r o d u c e r s  m  

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

r a p i d l y .  C u r r e n t l y .  O P E C  n a t i o n s  h a v e  

7 5  p e r c e n t  o f  t h e  w o r l d s  o i l s u p p l i e s ,  

c o m p a r e d  w i t h  t h e  U n i t e d  S t a t e s  4  p e r ­

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

c l i n e d  f r o m  a  h i g h  o f  a b o u t  9  7  m i l l i o n  

b a r r e l s  a  d a y  i n  1 9 7 0  to a b o u t  7 ~ m i l l i o n  

b a r r e l s  t o d a y .

T h e  c o u n t r y ’ s  b e s t  i m m e d i a t e  a l t e r ­

n a t i v e  t o  i m p o r t e d  oil m a y  b e  n a t u ' j i  

g a s  T h e  U n i t e d  5 t a t e s  h a s  a n  a b u n d a n t  

s u p p l y  a n d  it e n t t s  t h e  l o w e s t  l e v e l s  r 

a i r  p o l l u t i o n  o t  all t h e  f o s s i l  t u e i s  A c ­

c o r d i n g  t o  t h e  A m e r i c a n  G a s  A s s o c . a -



B u s h  E n e r g y  P l a n  B o r r o w s  f r o m  S t a t e s

T h e  N ' j t i o n j l  E n e r g y  S t r a t e g y  r e ­

l e a s e d  b y  t h e  B u s h  a d m i n i s t r a t i o n  

i n  F e b r u a r y  is  p o s s i b l y  t h e  m o s t  

p o l i t i c a l  d o c u m e n t  t o  c i r c u l a t e  

t h r o u g h  s t a t e  a m i  f e d e r a l  p o i i c y  c h a n ­

n e l s  i n  t h e  last d e c a d e .  C u l m i n a t i n g  

m o r e  t h a n  1 3  m o n t h s  o t  p u b l i c  h e a r ­

i n g s  a n d  d e b a t e ,  t h e  s t r a t e g y  w a s  

d r a t t e d  b y  t h e  U . S .  D e p a r t m e n t  ot 

E n e r g y  a n d  d e s i g n e d  t o  s p u r  m o r e  e f ­

f i c i e n c y  a n d  c o m p e t i t i o n  i n  e n e r g y  

m a r k e t s  w h i l e  b a l a n c i n g  e n v i r o n m e n ­

tal a n d  e c o n o m i c  i n t e r e s t s .

Y o u  c a n  tell w h a t  s  i n  t h e  p l a n  b y  

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

S e c r e t a r y  o f  E n e r g y  l a m e s  D .  W a t k i n s  

s a i d  it l a y s  a  c o m p r e h e n s i v e  f o u n d a ­

t i o n  t o r  a  c l e a n e r ,  m o r e  e f f i c i e n t  a n d  

m o r e  s e c u r e  e n e r g y  f u t u r e . ' O i l  c o m ­

p a n y  e x e c u t i v e s  c a l l e d  it " s o u n d  

p u b l i c  p o l i c y . ”  T h e  A m e r i c a n  G a s  

A s s o c i a t i o n  c o m m e n d e d  i t s d e d i c a ­

t i o n  t o  c l e a n e r  f u e l s .

D e m o c r a t  S e n a t o r  T i m o t h y  W i r t h .  

a  m e m b e r  o f  t h e  U . S .  S e n a t e  E n e r g y  

a n d  N a t u r a l  R e s o u r c e s  C o m m i t t e e ,  

s a i d  t h e  a d m i n i s t r a t i o n ' s  p l a n  w a s  

s h o r t  o n  v i s i o n  a n d  s h o r t  o n  

s t r a t e g y .  ‘ O n e  m a j o r  e n v i r o n m e n t a l  

g r o u p  c a l l e d  it t h e  C h r i s t m a s  w i s h  

l i s t "  o f  t h e  n u c l e a r  p o w e r  a n d  c o a l  i n ­

d u s t r i e s .  IMuhmgton Post  c o l u m n i s t  

D a v i d  B r o d e r  s a i d  t h e  p l a n  w a s  t o o  

s e r i o u s  t o  b e  d i s m i s s e d ,  b u t  t o o  c o n ­

s t r a i n e d  b y  c o m p l a c e n c y  t o  s e r v e  a s  

a  s p u r  f o r  n e e d e d  a c t i o n . "

T h e  a d m i n i s t r a t i o n  s  e n e r g y  p a c k ­

a g e  is  n o t  j u s t  a  p o l i c y  s t a t e m e n t ;  it 

i n c l u d e s  r e c o m m e n d e d  l e g i s l a t i o n ,  

a n d  t h a t  l e g i s l a t i o n  m u s t  n o w  b e  

p a s s e d  b y  C o n g r e s s  -  t h e  B u s h  a d m i n ­

i s t r a t i o n  s  t o u g h e s t  b a t t l e .  T h e r e  a r e  

m o r e  t h a n  3 0  d i f f e r e n t  e n e r g y - r e l a t e d  

b i l l s  c i r c u l a t i n g  i n  C o n g r e s s  n o w ,  a n d  

e a c h  h a s  t h e  p o t e n t i a l  t o  a f f e c t  t h e  

B u s h  p l a n .

O n e  o f  t h e  b i l l s  s u r e  t o  i m p a c t  t h e  

B u s h  p l a n  i s  t h e  l o h n s t o n - W a l l o p  bil l 

( t h e  N a t i o n a l  E n e r g y  S e c u r i t y  A c t ) ,  

w h i c h  a l s o  c a l l s  f o r  i n c r e a s e d  p r o d u c ­

t i o n  b u t  r e l i e s  m o r e  o n  c o n s e r v a t i o n  

m e a s u r e s  t h a n  t h e  p r e s i d e n t ' s  p r o ­

p o s a l .  S e n a t o r  I .  B e n n e t t  l o h n s t o n .  

c h a i r m a n  o f  t h e  S e n a t e  C o m m i t t e e  o n  

E n e r g y  a n d  N a t u r a l  R e s o u r c e s ,  m a i n ­

t a i n s  t h a t  C o n g r e s s  c a n  p a s s  a  " c o m ­

p r e h e n s i v e  n a t i o n a l  e n e r g y  p o l i c y  

w h i c h  w i l l  e m p h a s i z e  t h e  M a d e  i n  

A m e r i c a  p a r t s  ot e n e r g y ,  i n c l u d i n g  

c o n s e r v a t i o n .

T h e  N a t i o n a l  E n e r g y  S t r a t e g y  c o n ­

t a i n s  h u n d r e d s  ot g o o d  i d e a s  t o l d  a n d  

n e w i .  a n d  it it is  p a s s e d  at t he  n a t i o n a l  

l e v e l ,  m o s t  o f  t h e s e  i d e a s  will h a v e  

f a r - r e a c h i n g  i m p l i c a t i o n s  t o r  t h e  

s t a t e s .

A  t e w  o t  t h e  m o r e  s a l i e n t  a r e a s  

w h e r e  t h e  s t a t e s  w i ll  b e  a t t e c t e d  i n ­

c l u d e  c o a s t a i  p l a i n  a n d  o t t s h o r e  o i l  

p r o d u c t i o n ,  r e g u l a t i o n s  tor c o a l  a n d  

n a t u r a l  g a s  p r o d u c t i o n ,  n u c l e a r  p l a n t  

l i c e n s i n g ,  u t i li t y  r e f o r m  ' i n c l u d i n g  i n ­

t e g r a t e d  r e s o u r c e  p l a n n i n g ) ,  a l t e r ­

n a t i v e  t u e i s .  m o r t g a g e  f i n a n c i n g  i n ­

c e n t i v e s  f o r  e n e r g y  e f f i c i e n c y  a n d  

b u i l d i n g  a n d  l i g h t i n g  e f f i c i e n c y  

s t a n d a r d s .

A s  e x p e c t e d ,  t h e  W h i t e  H o u s e  p l a n  

c a l l s  t o r  o p e n i n g  u p  t h e  A r c t i c  N a ­

t i o n a l  W i l d l i f e  R e f u g e  a n d  s o m e  

o u t e r - c o n t i n e n t a l  s h e l f  a r e a s ,  p r i ­

m a r i l y  o n  t h e  W e s t  C o a s t .  T h e  B u s h  

a d m i n i s t r a t i o n  p l a n s  t o  d e r e g u l a t e  oil 

p i p e l i n e s  f u r t h e r  i n  a n  e ff or t  to r e d u c e  

c o s t s  a n d  m a k e  o i l  e v e n  l e s s  c o s t l y  to 

t h e  c o n s u m e r .  T h e  p l a n  c a l l s  f o r  

w o r k i n g  w i t h  s t a t e  r e g u l a t o r y  a g e n ­

c i e s  a n d  r e m o v i n g  c u r r e n t  c o a l  a n d  

n a t u r a l  g a s  r e g u l a t i o n ,  a n d  s t r e a m l i n ­

i n g  t h e  e n v i r o n m e n t a l  r e v i e w s  o f  

n a t u r a l  g a s  p i p e l i n e s  a n d  c o a l  s l u r r y  

p i p e l i n e s .

T h e  s t r a t e g y  c a l l s  f o r  s c a l i n g  b a c k  

r e g u l a t i o n s  t h a t  g o v e r n  n e w  n u c l e a r  

p o w e r  p l a n t s ,  w h i l e  i n c r e a s i n g  s u b ­

s i d i e s  t o  t h e  n u c l e a r  i n d u s t r y ,  a n d  

m i n i m i z i n g  p u b l i c  i n p u t  o n  w h e r e  

n u c l e a r  p l a n t s  s h o u l d  g o .  T h e  a d ­

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

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

I n t e g r a t e d  R e s o u r c e  P l a n n i n g  ( I R P )  

a d v o c a t e d  i n  t h e  p l a n ,  m a y  b e  a n  u n ­

f a m i l i a r  t e r m ,  b u t  it's  a  t e r m  th a t  w i ll  

d o m i n a t e  m a n y  s t a t e  e n e r g y  a g e n d a s  

i n  t h e  n e x t  f e w  y e a r s ,  w i t h  o r  w i t h o u t  

a  n a t i o n a l  e n e r g y  s t r a t e g y .  I R P  r e ­

q u i r e s  th a t  w h e n  a  u t i li t y  p l a n s  f u t u r e  

e n e r g y  u s e  it m u s t  t a k e  i n t o  a c c o u n t  

e n e r g y  e f f i c i e n c y  a n d  e n v i r o n m e n t a l  

a n d  s o c i a l  c o s t s  a s  w e l l  a s  d i r e c t  

e c o n o m i c  c o s t s ,  p u b l i c  p a r t i c i p a t i o n  

a n d  t h e  u n c e r t a i n t i e s  a n d  n s k s  a s s o ­

c i a t e d  w i t h  p r o d u c i n g  p o w e r  ( i n c l u d ­

i n g  u n i n t e n d e d  r e s u l t s ) .  T h e  f e d e r a l  

g o v e r n m e n t  r e a l i z e s  that s t a t e s  a r e  

b e s t  e q u i p p e d  to  d e a l  w i t h  t h e s e  k i n d s  

ot  u t i l i t y  r e f o r m s .

T h e  B u s h  p r o p o s a l  e n d o r s e s  a lt e r ­

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

t r a t i o n  i s  i n c h i n g  t o w a r d  r e q u i r i n g  

a l t e r n a t i v e  f u e l s  f o r  v e h i c l e s  i n  c a r .  

t r u c k  a n d  b u s  f l e e t s,  a s  w e l l  a s  r e q u i r ­

i n g  f e d e r a l  f l e e t s  to  u s e  a l t e r n a t i v e  

f u e l s .  T h e  p l a n  s u p p o r t s  t h e  u s e  o f  

e t h a n o l ,  a n d  t h e  a d m i n i s t r a t i o n  h a s  

p r o p o s e d  i n c r e a s e d  s u p p o r t  f o r  

e n e r g y  c r o p s  a n d  a l c o h o l  f u el  p r o ­

d u c t i o n .

T h e  a d m i n i s t r a t i o n s  p r o p o s a l  d o e s  

n o t  i n c l u d e  a  r e c o m m e n d a t i o n  to i n ­

c r e a s e  a u t o m o b i l e  f u e l  e f f i c i e n c y  s t a n ­

d a r d s .  w h i c h  i s  s e e n  b y  s o m e  t o  b e  a  

s h o r t c o m i n g ,  s i n c e  i n  1 9 8 8 .  U . S .  

v e h i c l e s  a l o n e  c o n s u m e d  2 2  p e r c e n t  

m o r e  oi l  t h a n  t h e  n a t i o n  p r o d u c e d .  

H o w e v e r .  B u s h  d o e s  call f o r  a  D e p a r t ­

m e n t  o f  T r a n s p o r t a t i o n  s t u d y  ot  t u e l  

e c o n o m y  s t a n d a r d s  t h i s  y e a r .

T h e  a d m i n i s t r a t i o n  h a s  p l e d g e d  to  

p r o v i d e  t e c h n i c a l  a n d  f i n a n c i a l  s u p ­

p o r t  t o  s t a t e s  to  d e v e l o p  a n d  e x p a n d  

e n e r g y  e f f i c i e n c y  r a t i n g s  f o r  u s e  i n  

h o m e  f i n a n c i n g .  S o m e  s t a t e s  a r e  

a l r e a d y  e x p e r i m e n t i n g  w i t h  m o r t g a g e  

f i n a n c i n g  i n c e n t i v e s  t h a t  b e n e f i t  

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

3 2  s t a t e s  h a v e  se t  u p  s y s t e m s  t o  r a t e  

t h e  a m o u n t  o f  e n e r g y  a  n e w  h o m e  

w i l l  u s e .

M o s t  o f  t h e  s i g n i f i c a n t  e n e r g y  l e g i s ­

l a t i o n  i n  t h e  la st  d e c a d e  w a s  d e s i g n ­

e d  a n d  i m p l e m e n t e d  a t  t h e  s t a t e  l e v e l  

C a l i f o r n i a .  M a s s a c h u s e t t s  a n d  F l o r i d a  

h a v e  r e q u i r e d  e n e r g y  e f f i c i e n t  l i g h t i n g  

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

I o w a  a n d  N e w  Y o r k  a l r e a d y  h a v e  

c o m p r e h e n s i v e  s t a t e  e n e r g y  s t r a t e g i c s  

i n  p l a c e ,  a n d  C a l i f o r n i a .  V e r m o n t  a n d  

W a s h i n g t o n  a r e  c o n s i d e r i n g  s u c h  

p l a n s  t h i s  s e s s i o n .  N e v a d a  h a s  l e g i s ­

l a t e d  I n t e g r a t e d  R e s o u r c e  P l a n n i n g ,  

a n d  W i s c o n s i n  h a s  n a t i o n a l l y  r e c o g ­

n i z e d  e n e r g y  e f f i c i e n t  b u i l d i n g  c o d e s .  

I n  a  s e n s e ,  t h e  B u s h  e n e r g y  s t r a t e g y  

m i n o r s  s u c c e s s f u l  s t a t e  p r o g r a m s  

a l r e a d y  i n  p l a c e .

- G e o r g e  Burmenter. SCSL

Suit Ml*



I

d o n  within I O  sears naiural g j *  could 
be substduted for J billion bjrrels or oil 
.in e i g h t h  >>r lurrenr American oil con­
sumption rorrnisrejson many energy 
exper** b e l i e s e  ‘hat government policies 
s h o u l d  encourage ’ne development or 
natural gjs Congressman Brewster sjvs 
natural gas .» - h e  ’.save <r the energy 
ruture becjuw it • abundant and 
cheap

A c c o r d i n g  t o  S e n a t o r  P a t  D e l u h e r y .  

s p o n s o r  ot  I o w a  >  E n e r g y  E t t i c t e n c y  A c t  

o t  1 ^ * > 0  t h e  l a c k  or c o n c e n s u s  o v e r  t h e  

n a t i o n  s  e n e r g y  p o l i c v  m e a n s  th a t  c i t i z e n s  

a r e  l o o k i n g  f o r  d i r e c t i o n  a n d  l e a d e r t m p  

m  t h e  a r e a  o t  e n e r g y  A s  a  r e s u l t  m a n y  

p o l i c y m a k e r s  a r e  c a l l i n g  o n  W a s h i n g t o n  

t o  d e v e l o p  a  n a t i o n a l  e n e r g y  a g e n d a  tha t 

f e d e r a l ,  s t a t e  a n d  l o c a l  o f f i c i a l s  c o u l d  

r a ll y  b e h i n d  P r e s i d e n t  B u s h  d i r e c t e d  t h e  

D e p a r t m e n t  o t  E n e r g y  t o  p r e p a r e  a  n a ­

t i o n a l  e n e r g y  p l a n  t o r  t h e  c o u n t r y  T h e  

s t r a t e g y  w a s  r e l e a s e d  i n  F e b r u a r y  b e s e t  

b y  c r i t i c i s m

T h e  s t r a t e g y  n o w  g o e s  t o  C a p i t o l  H i l l  

w h e r e  it w i ll  b e  c o n s i d e r e d  a l o n g  w i t h  

m o r e  t h a n  d O  o t h e r  e n e r g y  b i l l s  p e n d i n g  

b e t o r e  C o n g r e s s  A s s e m b i v m a n  W i l l i a m  

H o y t ,  c h a i r m a n  o t  t h e  N e w  Y o r k  

A s s e m b l y  E n e r g y  C o m m i t t e e  w a r n s  that 

it m a y  b e  a  l o n g  t i m e  b e t o r e  a  n a t i o n a l  

e n e r g v  p o l i c v  b e c o m e s  r e a l i t y  It w il l b e  

at l e a s t  a  y e a r  b e t o r e  D O E s  n a t i o n a l  

e n e r g y  s t r a t e g y  i s  t r a n s l a t e d  i n t o  s p e c i f i c  

l e g i s l a t i v e  i n i t i a t i v e s  s a y s  H o y t .

T h e  c o r n e r s t o n e  o t  t h e  p r e s i d e n t s  

s t r a t e g y  i s  i n c r e a s e d  d o m e s t i c  o i l  p r o ­

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

a r e a s  o f  t h e  c o u n t r y  t h a t  m a y  h a v e  o i l .  

O n e  s u c h  a r e a  i s  t h e  A r c t i c  N a t i o n a l  

W i l d l i f e  R e f u g e  A N W R i  i n  A l a s k a ,  a  

n a t i o n a l  s a n c t u a r y  t or  w i l d l d e  l o c a t e d  c O  

m i l e s  e a s t  o f  P r u d h o e  B a y .  O i l  o f f i c i a l s  

b e l i e v e  t h a t  A N W R .  w i t h  a n  e s t i m a t e d  

3  2  b i l l i o n  b a r r e l s  o t  o i l  h a s  t h e  g r e a t e s t  

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

i s  m o s t  i m p o r t a n t  th a t  w e  k n o w  w h a t  

o u r  a c t u j i  e n e r g y  r e s e r v e s  a r e . ’  s a y s  

A l a s k a  S e n j t o r  D r u e  P e a r c e ,  p a s t  c h j i r  

o t  t h e  S e n a t e  S p e c i a l  C o m m i t t e e  o n  O i l  

a n d  C a s  F o r  t h i s  r e a s o n  w e  s h o u l d  

b e g i n  e x p l o r a t i o n  a c t i v i t i e s  i n  A N W R  a s  

s o o n  a s  p o s s i b l e .

A s s e m b l y m a n  H o y t  a g r e e s .  O u r  n a ­

t i o n  n e e d s  o i l  p r o d u c t i o n  h e  s a y s .  A n  

e f f e c t i v e  e n e r g y  s t r a t e g y  m u s t  c o u p l e  

c o n s e r v a t i o n  a n d  e f f i c i e n c y  w i t h  p r o d u c ­

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

o r  o i l  . s u c h  a s  A N W R I  c a n  b e  d o n e  

w i t h o u t  d a m a g i n g  t h e  e n v i r o n m e n t

H o v t  m a i n t a i n s .

W i t h  i m a g e s  m  m i n d  o t  t h e  e n v i r o n  

m e n u i  d a m a g e  c a u s e d  b v  t h e  E x x o n  

' . ' a i d e r  o i l  sp i ll  o p p o n e n t s  o f  a  m a s s i v e  

o i l  e x p l o r a t i o n  p r o t e c t  i n  A N W R  ( e a r  th e 

v t t e c t s it m a v  h a v e  o n  t h e  s t a t e  o t  A l a s k a  

a n d  P r u d h o e  B a y  T h e v  c o n t e n d  tha t t h e  

c o u n t r y  s h o u l d  at  l e a s t  t r v  c o n s e r v a t i o n  

m e a s u r e s  j n d  d e v e l o p m e n t  o t  r e n e w a b l e  

e n e r g y  s o u r c e s  b e t o r e  j e o p a r d i z i n g  a n  e n ­

v i r o n m e n t  j l l v  s e n s i t i v e  a r e a  T h e y  a l s o  

p o i n t  t o  g e o l o g i c a l  e s t i m a t e s  th a t  t h e r e  

i s  o n l y  j  o n e - i n - t i v e  c h a n c e  th a t  o i l  e x ­

i s t s  i n  t h e  r e f u g e .

T h e  A l a s k a  L e g i s l a t u r e  p a s s e d  a  

r e s o l u t i o n  e n d o r s i n g  tl e x p l o r a t i o n  i n  

A N W R  s u b t e c t  t o  t o u r  c o n d i t i o n s  T h e  

p r o t e c t  w o u l d  h a v e  t o  g u a r a n t e e  t o  p r o ­

tect t h e  e n v i r o n m e n t  p r o v i d e  i o b  o p p o r ­

t u n i t i e s  t o r  A l a s k a  r e s i d e n t s ,  c o n t i n u e  

t h e  c u r r e n t  r e v e n u e - s h a r i n g  f o r m u l a  

w h e r e  <^0 p e r c e n t  o r  t h e  f e d e r a l  g o v e r n ­

m e n t  s  r o y a l t i e s  a r e  p a i d  i n  c a s h  t o  t h e  

s t a t e  a n d  i n d e m n i t y  a n y  a c t i o n  tha t 

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

S e n a t o r  P e a r c e  b e l i e v e s  o i l  p r o d u c t i o n  

m u s t  b e  a  p a r t  o r  t h e  n a t i o n s  e n e r g y  

s t r a t e g y  b u t  h e  w a r n s  t h j t  e x p l o r a t i o n  

i n  A N W R  i s  n o  q u i c k  fix It w e  d i s c o v e r  

o i l  i n  A N W R  t o m o r r o w  it w i l l  b e  1 0  

y e a r s  b e f o r e  it i s  o n  t h e  w a v  t o  r e t i n e n e s

W i t h  t h e  s u p p l y  o t  d o m e s t i c  e n e r g y  

r a i l i n g  a n d  t h e  f e d e r a l  g o v e r n m e n t s  

e n e r g y  p o l i c y  u n c e r t a i n ,  t h e  b u r d e n  ot  

r e d u c i n g  t h e  n a t i o n s  d e p e n d e n c e  o n  

f o r e i g n  o i l  f a l l s  o n  t h e  s t a t e s .  A c c o r d i n g  

t o  H o y t ,  ' t h e  s t a t e s  a r e  w a y  a h e a d  o f  t h e  

f e d e r a l  g o v e r n m e n t  i n  t e r m s  o f  d e v e l o p ­

i n g  e n e r g y  i n i t i a t i v e s  A s  a  r e s u l t ,  it will 

b e  s t a t e  l e g i s l a t o r s  a n d  s t a t e  e n e r g y  o f f i ­

c i a l s  d e v e l o p i n g  t h e  n a t i o n s  e n e r g y  

p o l i c y . "  v a y s  R o s e n b e r g .

W h i l e  W a s h i n g t o n  i s  still d e b a t i n g  

w h e t h e r  t o  p u r s u e  c o n s e r v a t i o n  o r  p r o ­

d u c t i o n  t h e  s u t e s  a r e  d o i n g  b o t h .  O i l  

p r o d u c i n g  s t a t e s  a r e  p u s h i n g  c o m p a n i e s  

t o  e x p l o r e  n e w  w e l l s  a n d  t o  g e t  m o r e  o u t  

o t  o l d  o n e s .  D e p e n d e n c e  o n  f o r e i g n  

e n e r g y  s u p p l i e s  w i l l  d e c l i n e  a s  w e  i n ­

c r e a s e  r e s e a t  c h  i n t o  a l t e r n a t i v e  t u e i s  a n d  

d i s c o v e r  m o r e  e f f i c i e n t  r e c o v e r y  m e t h o d s  

t o r  e x i s t i n g  o i l  r e s e r v e s  s a y s  A l a s k a  

S e n a t o r  D r u e  P e a r c e  " I l o r e s e e  u » | n o w |  

r e t u r n i n g  t o  o i l  t i c l d s  o n e  o r  t w o  m o r e  

t i m e s  ‘

3 e c a u s e  t h e  n a t i o n s  o i l  s u p p l y  i s  

d i m i n i s h i n g  s s e  r e e d  : o  m a k e  s u r e  w e  

g e t  e v e n  d r o p  o t  o i l  o u t  o t  o u r  w e l l s  

s a y s  C o n g r e s s m a n  B r e w s t e r  H e  r e c o m ­

m e n d s  t a x  i n c e n t i v e s  t o  e n c o u r a g e  o i l  

r e c o v e r y  a n d  w i l d c a t  r * w ' d r i l l i n g s  W e

n m i  to  b e  i n n o v a t i c -  n  p -  . d i r g  -  *  

t i v e s  t o  i n c r e a s e  i'll p r o d u c : : -  r  * e - j .  • 

S o m e  s t a t e s  h a v e  . r r a i e d  \ i x  - v C *  

l i v e s  r o  e n c o u r a g e  n e w  u n . L r . g  i r u  • * >  

' e c o v o r v  o t  o i l  t r o m  e x i s t i n g  w e t . » 

e x a m p l e  O k l a h o m a  p r o s  u e s - ) «  

l i v e s  tor h o r i z o n t a l  J r i l i i r g  j  p r o c e d - :  

d e s i g n e d  : o  e x t r a c t  a >  t r u e r  o : i  ,»> p  -•  

s i b l e  o u t  or a  w e l l

I n  j d d i t t o n  t o  e n c o u r a g i n g  p r o d u c ­

t i o n .  s t a t e s  a r e  j l s o  a d o p t i n g  c o n s e r v a ­

t i o n  m e a s u r e s .  S t a t e  p r o g r a m s  m a t  . - e c u s  

o n  r e d u c i n g  t h e  d e m a n d  t o r  e n e r g y  h a v  e  

p a i d  m a j o r  d i v i d e n d s  i n  r e c e n t  •. e a r s  O f ­

f i c i a l s  e s t i m a t e  th a t  e n e r g y  e f f i c i e n c y  

m e a s u r e s  a l r e a d y  i m p l e m e n t e d  a t  th e 

s t a t e  l e v e l  s a v e  m o r e  t h a n  P i l l i o n  

a  y e a r .

M o s t  o f  t h e  s t a t e  e f f o r t s  h a v e  t o  

e n c o u r a g e  ut ili ty  c o m p a n i e s  to c o n s e r v e  

I o w a  h a s  o n e  o f  t h e  m o s t  c o m p r e n e n s i v e  

p r o g r a m s .  It w a s  d e v e l o p e d  a t  r a r t  or t r e  

s t a t e s  m a i o r  e n e r g v  e i t i c i e n c v  bi ll 

a d o p t e d  i n  l ^ O  A c c o r d i n g  : o  S e n a t o r  

D e l u h e r y  its p u r p o s e  i s  t o  m o v e  u t i li t i e s  

i n t o  t h e  e n e r g y  c o n s e r v a t i o n  b u s i n e s s

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

p a n i e s  t o  c o n s i d e r  a l t e r n a t i v e  e n e r g y  

s o u r c e s  i n  m e e t i n g  t h e i r  e n e r g y  p r o t e c ­

t i o n s  r a t h e r  t h a n  i u s t  c o n s t r u c t i n g  n e w  

p o w e r  p l a n t s  T h e y  a r e  r e q u i t e d  t o  r e i n ­

v e s t  1 3  p e r c e n t  t o  2  p e r c e r . i  o t  g r o s s  

o p e r a t i n g  r e v e n u e  i n  e n e r g y  e f f i c i e n c y  

p r a c t i c e s  A n d  t h e y  m u s t  a l s o  o t t e r  

t e c h n i c a l  a s s i s t a n c e  o n  s a v m g  e n e r g y  t o  

l o w  i n c o m e  f a m i l i e s  a n d  p r o v i d e  l o a n s  

t o  c u s t o m e r s  t o  h e l p  t h e m  retrofit h o m e s

5*»i« Lrtit̂tuin \t*v l̂ t



j n d  b u i l d i n g s  t o  b e  m o r e  e n e r g y  e t t i -  

> . : e n t  A c c o r d i n g  to  S e n a t o r  D e l u h e r y  

utility c o m p a n i e s  - r t o u i d  b e c o m e  e n e r g y  

e i n c i e n c v  v o n x u . r a n t s  r j t n e r  t h a n  : u s t

suppliers
N e w  l o r k  ix . m o t h e r  s t a t e  u s i n g  e n e r g y  

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

s t a t e s  E n e r g y  A J v t x o r v  S e r v i c e  t o  I n ­

d u s t r y  E A S I  p r o g r a m  o t t e r s  o n - s i t e  

e n e r g y  s u r v e y s  t o  > m a i l  a n d  m e d i u m ­

s i z e d  i n d u s t r i a l  j n d  c o m m e r c i a l  f i r m s .  

T h e  p r o g r a m  h a s  o O  t r a i n e d  a d v i s e r s  

w h o  a r e  m o s * ' y  r e t i r e d  e n g i n e e r s  w i t h  

t e c h n i c a l  e x p e r t i s e  i n  e f f i c i e n t  e n e r g y  u s e .

S i n c e  t h e  p r o g r a m s  i n c e p t i o n  i n  l J 7 d  

m o r e  t h a n  8  3 0 0  s u r v e y s  h a v e  b e e n  p ro -  

v i d e d  at n o  c o s t  t o  t h e  n r m s  T h e  b u s i ­

n e s s e s  f o l l o w i n g  t h e  E A S I  r e c o m m e n d a ­

t i o n s  h a v e  c u t  a p p r o x i m a t e l y  1 5  p e r c e n t  

otr t h e i r  e n e r g y  r i l l s .  I n  t o t a l ,  thr p r o ­

g r a m  s a v e s  o v e r  : o 4  m i l l i o n  p e r  y e a r  i n  

e n e r g y  c o s t s .

A n o t h e r  w a y  s t a t e s  p r o m o t e  e n e r g y  

e f f i c i e n c y  i s  t o  s e t  m i n i m u m  s t a n d a r d s  

t o r  b u i l d i n g  c o d e s .  I n  l o o o .  C o n n e c t i c u t  

p a s s e d  a  l a w  s e t t i n g  e n e r g y  p e r f o r m a n c e  

s t a n d a r d s  t o r  e x i s t i n g  a n d  n e w  s t a t e  

b u i l d i n g s .  T h e  g o a l  ot  t h e  n e w  p r o g r a m  

s t o  r e d u c e  e n e r g y  u s e  b y  1 5  p e r c e n t  b y  

4 9 0 5 .  3 0  p e r c e n t  b v  2 0 0 0 .  a n d  5 0  p e r c e n t  

b y  2 0 1 0  A n  a d v i s o r y  g r o u p  w a s  e s t a b ­

l i s h e d  i n  t h e  O f f i c e  o f  P o l i c y  a n d  

M a n a g e m e n t  t o  m a * e  r e c o m m e n d a t i o n s  

o n  h o w  t o  i n c r e a s e  e n e r g y  e f f i c i e n c y .

W a s h i n g t o n s  l J d 0  E n e r j y  C o d e  

e s t a b l i s h e d  m i n i m u m  i n s u l a t i o n  s t a n ­

d a r d s  t o r  r e s i d e n t i a l  b u i l d i n g s .  T h e  

l e g i s l a t i o n  c o m b i n e s  m a n d a t o r y  b u i l d i n g  

c o d e  c h a n g e s  w i t h  n n a n c t a l  r e l i e f  f o r  

u t i l i t i e s .  T h e  c o d e  i s  n o w  3 0  p e r c e n t

California M o v e s  T o w a r d  S t a f e  

E n e r g y  P l a n

V o w i n g  n o t  t o  w a i t  f o r  a  n a t i o n a l  

e n e r g y  p l a n .  C a l i f o r n i a  

l a w m a k e r s  h a v e  u n v e i l e d  a  s t a t e  

e n e r g y  s t r a t e g y  t h a t  i n c l u d e s  2 4  b i l l s  

b y  1 1  d i f f e r e n t  a u t h o r s .  S e n a t o r  

H e r s c h e l  R o s e n t h a l  s a y s  d o i n g  

n o t h i n g  a n d  w a i t i n g  f o r  t h e  ' s o - c a l l e d  

N a t i o n a l  E n e r g y  S t r a t e g y  c o u l d  w e l l  

b e c o m e  a n  e n e r g y  t r a g e d y  f o r  t h e  n a ­

t i o n /

H e  s a y s  t h a t  t r o o p s  c o m i n g  h o m e  

f r o m  t h e  P e r s i a n  G u l f  a r e  a  r e m i n d e r  

t hat C a l i f o r n i a  m u s t  b e c o m e  m o r e  

e n e r g y  i n d e p e n d e n t  ‘ s o  it w i l l  n o t  b e  

c o n t r i b u t i n g  t o  f o r e i g n  c o n t r o l  o r  c o n ­

f li c ts  o v e r  f u t u r e  e n e r g y  s u p p l i e s . "

L i k e  I o w a  a n d  N e w  Y o r k ,  w h i c h  

h a v e  a l r e a d y  i m p l e m e n t e d  s u c c e s s f u l  

s t a t e w i d e  e n e r g y  p r o g r a m s .  C a l i f o r ­

n i a  i s  m o v i n g  t o w a r d  a  p l a n  t h a t  a d ­

d r e s s e s  f o u r  d i f f e r e n t  a r e a s ;  e n e r g y  e f ­

f i c i e n c y .  r e n e w a b l e  e n e r g y ,  a l t e r ­

n a t i v e  t r a n s p o r t a t i o n  f u e l s  a n d  

r e g u l a t o r y  a g e n c y  r e o r g a n i z a t i o n .  

W a s h i n g t o n  s t a t e  i s  a l s o  c o n s i d e r i n g  

a  s i m i l a r  s t a t e  e n e r g y  s t r a t e g y  t h i s  

s e s s i o n .

R o s e n t h a l  i s  c h a i r  o f  t h e  J o i n t  C o m ­

m i t t e e  o n  E n e r g y  R e g u l a t i o n  a n d  t h e  

E n v i r o n m e n t ,  a  s p e c i a l  c o m m i t t e e  

e s t a b l i s h e d  i n  1 9 8 9  t o  a n a l y z e  h o w  

e n e r g y  p o l i c i e s  a r e  i n t e r t w i n e d  w i t h  

e n v i r o n m e n t a l  p r o b l e m s  a n d  s o l u ­

t i o n s .  T h e  c o m m i t t e e s  v i c e  c h a i r .  

A s s e m b l y m a n  B y r o n  S h e r .  i s  c a r r y ­

i n g  t w o  b i l l s  t h a t  e n c o u r a g e  c o n s e r ­

v a t i o n  a n d  r e n e w a b l e  r e s o u r c e s .

O n e  b i l l  w o u l d  s e t  a  g o a l  o f  r e d u c ­

i n g  t h e  s t a t e s  p e r  c a p i t a  e n e r g y  c o n ­

s u m p t i o n  b y  5 0  p e r c e n t .  T h e  o t h e r  

w o u l d  r e q u i r e  s t a t e  r e g u l a t o r y  a g e n -

m o r e  s t r i n g e n t  t h a n  t h e  p r e v i o u s  s t a n ­

d a r d .  E l e c t r i c  u r ' i t i e s  a r e  r e q u i r e d  t o  

m a k e  p a y m e n t s  t o  h o m e s  i S ^ 0 0 »  a n d  

a p a r t m e n t s  < S 3 9 0 i  t o  o t t s e t  t h e  c o s t s  ot 

m e e t . n g  t h e  n e w  s t a n d a r d s .

A c c o r d i n g  t o  l u l i e  B u r m a n  a s s i s t a n t  

t o  t h e  d i r e c t o r  i n  t h e  W a s h i n g t o n  s t a t e  

e n e r g y  o t t i c e  t h e  p r o g r a m  i s  e s t i m a t e d  

t o  s a v e  2 0 0  m e g a w a t t s  o t  e l r c t n c i t v  b y  

t h e  y e a r  2 0 1 0  w h i c h  a m o u n t s  t o  halt  

tha t u s e d  b v  a  m o d e r a t e - s i z e d  c o a l  p l a n t  

I n  a ll .  t h e  p r o g r a m  w i ll  s a v e  e n o u g h  

p o w e r  t o  t u e l  1 3 5  0 0 0  a d d i t i o n a l  h o m e s  

I n  I o w a  S e n a t o r  R o s e n b e r g  w a n t s  t o

c i c s  t o  p r o v i d e  r e g u l a t o r y  a n d  f i n a n ­

c i a l  i n c e n t i v e s  t o  b o o s t  p r o d u c t i o n  or 

r e n e w a b l e  r e s o u r c e s  b y  l d ° 4  W h i l e  

a g e n c i e s  f i g u r e  o u t  h o w  t o  d o  t h a t ,  

t h e  bil l r e q u i r e s  all f u t u r e  p o w e r  

p l a n t s  a u t h o r i z e d  i n  t h e  s t a t e  t o  p r o ­

d u c e  5 0  p e r c e n t  o f  t h e i r  p o w e r  t r o m  

r e n e w a b l e s  s u c h  a s  s o l a r ,  w i n d  a n d  

g e o t h e r m a l  f u e l s .

N ' o  d o u b t  s o m e  o t  t h e  2 4  b i l l s  wi ll 

t a c e  o p p o s i t i o n .  T h e  o i l  c o m p a n i e s  

a r e  s u r e  t o  o p p o s e  a  R o s e n t h a l  bil l 

f o r  i n s t a n c e ,  t h a t  w o u l d  i m p o s e  a  1 0  

p e r c e n t  s u r c h a r g e  o n  o i l  i n d u s t r y  i n ­

c o m e  a n d  w o u l d  u s e  h a l f  o f  t h e  r e v e ­

n u e  t o  p u r c h a s e  o l d e r  p o l l u t i n g  c a r s  

a n d  g e t  t h e m  o f f  t h e  r o a d  i n  o r d e r  t o  

h e l p  c i t i e s  m e e t  f e d e r a l  a i r  q u a l i t y  

g o a l s .  A  b i p a r t i s a n  p l a n  t o  r e d u c e  

C a l i f o r n i a ' s  c u r r e n t  S 1 0  b i l l i o n  b u d g e t  

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

m o r e  m o d e s t ,  p r o p o s a l  t o  t a x  t h e  

o i l  i n d u s t r y .

A  c o n s e n s u s  o n  m a n y  e n e r g y  

p o l i c y  q u e s t i o n s  m a y  b e  e m e r g i n g  i n  

C a l i f o r n i a .  T h e  l e g i s l a t u r e  n o w  r . a >  

t h e  s u p p o r t  o t  t h e  g o v e r n o r  w h e n  

p u s h i n g  e n e r g y  a n d  e n v i r o n m e n t a l  

r e f o r m s  t h a t  m a k e  u s e  o t  m a r k e t  

i n c e n t i v e s  a n d  a r e  t o u t e d  a s  g o o d  f o r  

t h e  e c o n o m y .

G o v e r n o r  P e t e  W i l s o n  s u p p o r t s  

p l a n s  t o  se ll  t h e  s t a t e ' s  i n n o v a t i v e  

e n e r g y  t e c h n o l o g i e s - s o l a r ,  w i n d  a n d  

g e o t h e r m a l - t o  t h e  d e v e l o p i n g  

w o r l d ,  a  m o v e  s e e n  a s  s t a t e  e c o n o m i c  

d e v e l o p m e n t  t h a t  a l s o  b e n e f i t s  t h e  

e n v i r o n m e n t .

-Peter Asmus. Califomu tree-!arce
w n t e r

m o v e  t o w a r d  a  s y s t e m  w h e r e  a il  b u  d -  

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

u s e  T h e  p r o g r a m  w o u l d  b e  s i m u j r  to t r e  

m i l e s  p e r  g a l l o n  r a t i n g  i n  c a r s  T ' - w  

w o u l d  g i v e  c o n s u m e r s  e a s y  a u e - *  

f i n d i n g  o u t  w h i c h  b u i l d i n g s  a r e  erergx 
e i t i c i e n t  x a y s  R o s e n b e r g

M o s t  e n e r g y  e x p e r t s  b r i e v e  ’ b a ’  

i n  o r d e r  t o  r e d u c e  t h e  n a t i o n *  

d e p e n d e n c e  o n  f o r e i g n  o i l  c i t i z e n '  «x 

h a v e  t o  c h a n g e  t h e i r  t r a n s p o r t  

h a b i t s .  A l t h o u g h  a u t o m a k e r '  a r e  t j .  

m g  m o r e  e f f i c i e n t  c a r s  t r a n s p o r t a t i o n  '



N C S L  T a k e s  a  

S t a n d  o n  E n e r g y

N C S L s  p o l i c y o n  j  n a t i o n a l e n e r g y  

p o l i c y  c o n t a i n s  s e v e r a l  b a s i c  

t h e m e s :  It u r g e s  t h e  f e d e r a l  g o v e r n ­

m e n t  t o  d e v e l o p  a  c o m p r e h e n s i v e  

e n e r g y  s t r a t e g y . -  t o  p r o v i d e  t o r  t h e  

m o s t  e f f i c i e n t  u s e  o f  e n e r g y :  t o  p r o ­

m o t e  r e l i a b l e  s o u r c e s  o f  d o m e s t i c  

e n e r g y  s u p p l i e s ,  t o  e n s u r e  t h e  e x p l o r a ­

t i o n .  d e v e l o p m e n t  a n d  u s e  o f  e n e r g y  

i n  a n  e n v i r o n m e n t a l l y  s o u n d  m a n n e r . -  

a n d  to  d e v e l o p  a n d  p r o m o t e  t h e  u s e  

o f  a l . e r n a t i v e  a n d  r e n e w a b l e  s o u r c e s  

o f  e n e r g y .

N C S L  b e l i e v e s  t h a t  t h e  p r o d u c t i o n  

o f  d o m e s t i c  e n e r g y  s o u r c e s  s u c h  a s  

o i l .  c o a i .  n a t u r a l  g a s .  n u c l e a r  e n e r g y ,  

h y d r o p o w e r  w i n d ,  s o l a r  a n d  g e o ­

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

s e t  t h e  n a t i o n  s  r e l i a n c e  o n  o i l  i m p o r t s  

a n d  to  m o v e  t h e  U n i t e d  S t a t e s  t o w a r d  

g r e a t e r  e n e r g y  i n d e p e n d e n c e .

T h e  N C S L  p o l i c y  o n  a  n a t i o n a l  

e n e r g y  p o l i c y ,  l i k e  o t h e r  N C S L  p o l i ­

c i e s .  p r o v i d e s  g u i d e l i n e s  f o r  r e p r e ­

s e n t i n g  s t a t e  i n t e r e s t s  b e f o r e  C o n ­

g r e s s .  t h e  f e d e r a l  g o v e r n m e n t  a n d  

o t h e r  i n t e r e s t e d  p a r t i e s .

c o n s u m i n g  a  g r e a t e r  p o r t i o n  o f  o i l .  I n  

1 9 8 9 .  t h e  a v e r a g e  c a r  g o t  2 8 . 3  m i l e s  p e r  

g a l l o n ,  w h i c h  i s  a l m o s t  d o u b l e  t h e  1 9 7 4  

l e v e l  o t  1 4 . 2  m i l e s  p e r  g a l l o n .  B u t  

t r a n s p o r t a t i o n  still a c c o u n t s  t o r  a p p r o x ­

i m a t e l y  t w o - t h i r d s  o t  t h e  o i l  c o n s u m e d  

; n  t h e  c o u n t r y ,  a n d  2 0  p e r c e n t  m o r e  t h a n  

it d i d  i n  1 9 7 3 .

M a n y  c o n s e r v a t i o n  p r o p o n e n t s  w a n t  

t o  r a i s e  t h e  a v e r a g e  m i l e a g e  f o r  

a u t o m o b i l e s  t o  4 0  m i l e s  p e r  g a l l o n  b y  t h e  

y e a r  2 0 0 0  F e d e r a l  l e g i s l a t i o n  i s  c u n e n t l y  

p e n d i n g  A c c o r d i n g  t o  t h e  b i l l  s  s p o n s o r  

U . S  S e n a t o r  R i c h a r d  R y a n  o t  N e v a d a ,  

t h e  m e a s u r e  c o u l d  s a v e  2 . 4  m i l l i o n  b a r ­

rels o t  oil p e r  d a v  b v  t h e  y e a r  2 0 3 5  m o r e  

t h a n  t h e  n a t i o n  i s  i m p o r t i n g  t r o m  t h e  

P e r s i a n C u l f .  H o w e v e r  a u t o  c o m p a n i e s  

w a r n  t h a t  t h i s  w i l l  m e a n  s m a l l e r  m o r e  

e x p e n s i v e  c a r s  th a t  a r e  m o r e  d a n g e r o u s  

t o  d r i v e .

I n  t h e  s t a t e s ,  m o s t  o t  t h e  l e g i s l a t i v e  a c ­

t i v i t y  h a s  c e n t e r e d  o n  d e v e l o p i n g  a l t e r ­

n a t i v e  t u e i s  L e g i s l a t o r s  c o n s i d e r  t h e  u s e  

o t  a l t e r n a t i v e  f u e l s  a s  s e r v i n g  a  d u a l  p u r ­

p o s e  It w i l l  n o t  o n l y  r e d u c e  t h e  c o u n ­

t ry s  d e p e n d e n c e  o n  o i l  b u t  a l s o  r e d u c e

a i r  p o l l u t i o n  A r i z o n a ,  C a l i f o r n i a .  C o l o ­

r a d o  I o w a .  L o u i s i a n a  N e w  Y o r k  O k l a ­

h o m a .  T e x a s  a n d  W a s h i n g t o n  a r e  a m o n g  

•states e x p e r i m e n t i n g  w i t h  c o n v e r t i n g  

p a r t s  o t  t h e i r  g o v e r n m e n t  flee t v e h i c l e s  

t o  a l t e r n a t i v e  t u e i s  L o u i s i a n a  p a s s e d

l e g i s l a t i o n  i n  N 9 0  t h a t  d e r e g u l a t e s  

n a t u r a l  g a s  w h e n  it i s  u s e d  t o  f u e l  

v e h i c l e s .  U p  t o  8 0  p e r c e n t  o t  t h e  c a r s  i n  

t h e  s t a t e  fleet a r e  to  b e  c o n v e r t e d  t o  a l t e r ­

n a t i v e  f u e l s ,  i n c l u d i n g  n a t u r a l  g a s .  b y  

1 9 ° 5 .  a n d  l o c a l  g o v e r n m e n t s  a r e  b e i n g  

u r g e d  t o  c o n v e r t  t h e i r  f l e e t s  a l s o .  A s s e m ­

b l y m a n  H o y t  w a n t s  t o  e x p a n d  N e w  

Y o r k ' s  p r o g r a m .  H e  i s  i n t r o d u c i n g  a  bi ll 

t h a t  w o u l d  m a k e  it t h e  fir st s t a t e  t o  c o n ­

v e r t  its  e n t i r e  p u b l i c  f l e e t  t o  a l t e r n a t i v e  

f u e l s  b y  t h e  y e a r  2 0 0 1 .

W a s h i n g t o n  i s  a l s o  e x p e r i m e n t i n g  w i t h  

l e t t i n g  w o r k e r s  s p e n d  o n e  o r  t w o  d a y s  

a  w e e k  w o r k i n g  a t  h o m e  w i t h  t h e i r  c o m ­

p u t e r s  r a t h e r  t h a n  d r i v i n g  i n  t o  w o r k .  

C o m p a n i e s  v o l u n t e e r  f o r  t h e  p r o g r a m ,  

w h i c h  i s  c o o r d i n a t e d  b y  t h e  s t a t e s  

e n e r g y  o f f i c e .  T h e  p r o g r a m  a i m s  t o  

r e d u c e  c o n g e s t i o n  i n  t h e  P u g e t  S o u n d  

a r e a .

O n e  i d e a  t h a t  h a s  n o t  b e e n  a d o p t e d  

b u t  i s  b e i n g  p r o m o t e d  b y  t h e  W o r l d  

R e s o u r c e s  I n s t i t u t e  i s  a  s i p p e r - g u z z l e r  

t u e l  p l a n  t h a t  w o u l d  i m p o s e  a  l e v y  o n  

c a r s  w h o s e  t u e l  c o n s u m p t i o n  r a t e  i s  

b e l o w  a  se t  f i g u r e .  T h e  m o n e y  g e n e r a t e d  

w o u l d  b e  u s e d  t o  o t t e r  r e b a t e s  o n  c a r s  

r a t i n g  h i g h e r .  A n o t h e r  i d e a  i s  a  t e e b a t e  

s y s t e m  w h e r e  t h e  a m o u n t  o l  g a s o l i n e  a n  

a u t o m o b i l e  c o n s u m e s  w o u l d  b e  l i n k e d  to  

c a r  i n s u r a n c e  p r e m i u m s  -  t h e  m o r e  e f f i ­

c i e n t  t h e  v e h i c l e  t h e  c h e a p e r  t h e  r a t e

B u t  m a n y  p o l i c y m a k e r s  b e l i e v e  t h a t  a

p i e c e m e a l  a p p r o a c h  t o  t r a r - p o r t  i :  i n  

wi ll n o t  b e  - u t n c i e n t  X c c o r u . n g  to  

A s s e m b l y m a n  H o v t  t h e  c o u n t : * . 1 r e e d s  

t o  c h a n g e  its  c o n c e p t  or t r a n s p o r t a t i o n  

T r a n s p o r t a t i o n  d e p a r t m e n t s  r e e d  to 

l o c u s  b e v o n d  b u i l d i n g  r n d g e s  a n d  r e ­

p a i r i n g  h i g h w a y s  S o m e o n e  ~ a s  to  . o o k  

o v e r  t h e  h o r i z o n  - a y s  H o v t  

O n e  i d e a  that m a v  b e  o v e r  t b e  n o n a o n  

i s  t h e  d e v e l o p m e n t  or a n  e x t e n s i v e  m a i s  

t r a n s i t  h i g h  s p e e d  rail o r  t r a i n  s y s t e m  to 

a c c o m m o d a t e  t h e  g r o w i n g  p o p u l a t i o n  
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MEMORANDUM

TO :
FRO M :
RE :

Souih/West Energy CounciJ’s Executive Committee
Lori Cameron, Executive Director
Alberta

DATE: April 1,1991

EXECUT IVE  SUM M ARY

As discussions o f affiliation between the Canadian province o f Alberta and the 
South/West Energy Council progress, parallels in resources, energy development and legislative 
participation are clear. The purpose o f this memo is to provide background information ger­
mane to the ongoing discussions.

In terms o f energy production, Alberta is to Canada what the members o f the Council are 
to the U.S. For example, Alberta produces 79 percent o f Canada’s crude oil and 83 percent o f 
its natural gas. The member states o f the Council produce 80 percent o f the United States crude 
oil and 88 percent o f its natural gas. Many ot 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 o f legislative 
members, each appointed as a minister, to direct operations o f the provincial government. An 
Energy Committee, composed o f  eight cabinet members (legislators) is analogous to legislative 
energy committees in the Council’s member states.

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

The role Alberta might play as an affiliate o f the Council must be carefully defined. A 
review o f the Council's By-laws will be helpful in this regard, as will a review o f 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 Chainnan will report to the Executive Committee at the J ine 
meeting.
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N atural Gas

Alberta's natural gas reserves have been estimated at 63 Tcf. more than 90 percent o f 
Cannda’ s total reserves. Wells in the province produced about 3.2 Tcf o f natural gas in 1989, a 
figure which represented 83 percent o f Canada’s natural gas production. On an energy equiv­
alent basis, the province produced about 25 percent more natural gas dien oil in 1989.

O f the natural gas produced in Alberta, twenty-two percent was consumed in the 
province; thirty-eight percent o f the gas was consumed in other Canadian provinces; and forty 
percent was exported to the U.S. Diagram II presents data on U.S. and Canadian natural gas 
production for 1989.

DIAGRAM II
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M EMORANDUM

TO : South/West Energy Council's Executive Committee
FRO M : Lori Cameron, Executive Director
RE : Alberta
DATE: April 1,1991

EXECUT IVE  SUM M ARY

As discussions o f affiliation between the Canadian province o f Alberta and the 
South/West Energy Council progress, parallels in resources, energy development and legislative 
participation are clear. The purpose o f this memo is to provide background information ger­
mane to the ongoing discussions.

In terms o f energy production, Alberta is to Canada what the members o f the Council are 
to the U.S. For example, Alberta produces 79 percent o f Canada’s crude oil and 83 percent o f 
its natural gas. The member states o f the Council produce 80 percent o f  the United States crude 
oil and 88 percent o f its natural gas. Many o f 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 o f legislative 
members, each appointed as a minister, to direct operations o f the provincial government. An 
Energy Committee, composed o f  eight cabinet members (legislators) is analogous to legislative 
energy committees in the Council’ s member states.

Affiliation o f a Canadian province with a organization o f states is not a novel concept. 
The province o f Quebec became an affiliate o f the Eastern Regional Conference o f die Council 
o f State Governments in 1990. Discussions between the Western Legislative Conference and 
ihe western provinces are underway.

The role AJbcna might play as an affiliate o f the Council musi be carefully defined. A 
review o f the Council’s By-laws will be helpful in this regard, as will a review o f 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 Chainnan will report to the Executive Committee at the June 
meeting.
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ALBERTA, CANADA’S ENERGY PROVINCE

One o f ten Canadian provinces, Alberta is responsible for more then 80 percent o f all the 
energy produced in that country. With a population o f 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 o f coal, as well as heavy oil and oil sands.

C rude Oil

Alberta’s crude oil reserves are estimated at approximately 3.2 billion barrels, about 
three quarters o f Canada's total reserves. Relative to the U.S., the oil industry got a relatively 
late start in Alberta. The first commercially significant discovery o f crude oil was near Leduc in 
1947.

Alberta produces about 385 million barrels o f crude oil a year (1989). About 20 percent 
o f production is refined in the province, 45 percent goes to other provinces and 35 percent to the 
U.S. fo r processing. Diagram I illustrates 1989 crude production for the U.S. and Canada.

D IA C R A M  I
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Alberta’s natural gas reserves have been estimated at 63 Tcf, more than 90 percent o f 
Canada’s total reserves. Wells in the province produced about 3.2 Tcf o f natural gas in 1989, a 
figure which represented 83 percent o f Canada’s natural gas production. On an energy equiv­
alent basis, the province produced about 25 percent more natural gas Uten oil in 1989.

O f the natural gas produced in Alberta, twenty-two percent was consumed in the 
province; thirty-eight percent o f the gas was consumed in other Canadian provinces; and forty 
percent was exported to the U.S. Diagram II presents data on U.S. and Canadian natural gas 
production for 1989.

N atural Gas

DIAGRAM II
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Coal
Alberta's coaJ resources include four different ranks o f coal: semi-anthracite, 

bitumenous, subbituminous and lignite. Only bituminous and subbimminous coals are currently 
commercially mined.

The provr ce's low-sulphur recoverable coal reserves have been estimated at 32 billion 
tons. This compares to Wyoming’s demonstrated coal reserve base o f 68 billion tons. Coal is. 
by far, the largest fossil energy resource in Alberta. Fully 70 percent o f the province’s energy 
reserves are coal. Diagram III illustrates comparative energy reserve data for Alberta.

D IA G R A M  III

ALBERTA'S REMAINING E N E R G Y  RESERVES

1989

S o u r c e :  S o u t h / W e s t  E n e r g y  C o u n c f l  

F r o m  E R C B  D a t a

The province produced almost 35 million tons o f coal in 1989. This compares to 
Wyoming’s production o f 172 million tons for that year. Two ihirds o f the coal produced in A l­
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.

Coalbcd methane reserves have been identified in Alberta. However, no commercial 
production has been under taken.
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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 o f 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 syndictic crude od, 
ready for conventional refining.

Alberta has spent over half a billion dollars in research and development on oil sands and 
heavy oil. The magnitude o f the resource in Alberta justifies such massive investment. On an 
energy equivalent basis, the heavy oil/oil sands resource is equivalent to one third o f the world’s 
conventional oil reserves.

Production o f bitumen and synthetic crude oil from oil sands in Alberta equaled 122 mil­
lion barrels in 1989. This mounted to one quarter o f Alberta's total oil production. Oil 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: Syncurdcf 
Canada Ltd and Suncor Inc.

GOVERNM ENT AND ENERGY  IN  ALBERTA

Canada is a federation o f 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 o f the Legislative Assembly, the leader o f the parry with the most seats becomes 
premier. The party "forms” a government for the province by appointing Members o f the Legis­
lative Assembly (MLA'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 o f 24 seats.

O f the 82 MLAs, 27 serve in the Cabinet. Departments in the provincial government are 
administered by members o f the Cabinet (elected members o f the Legislative Assembly), 
referred to as Ministers.
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For example, Rick Orman, a member o f the Legislative Assembly from Calgary, is the 
Minister o f Energy. Jim Horseman, elected to Alberta’s Legislative Assembly from Medicine 
Hat, is the Minister o f Intergovernmental Affairs, as well as being Deputy Premier.

Alberta’s Energy Council is analogous to a state’ s legislative energy committee. It is 
comprised o f nine members o f the Cabinet and chaired by the Minister o f Energy, as well.

The provincial Department o f Energy is under the direction o f Energy Minister Rick 
Orman. The Department o f Energy includes the Alberta Oil Sands Equity (which manages the 
governments investments in tliree 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 rcpon to the Minister o f Energy.

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 o f seven members and oversees a staff o f 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 o f provincial energy regulation 
ill Alberta.

D I A G R A M  I V

ALBERTA'S ENERGY REGULATORY STRUCTURE

Sourca: South/West Energy Council
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Ownership o f minerals in Alberta rests primarily with thr province. This was not always 
the case. In 1867 the founding provinces o f Canada (Ont?.'io. Quebec, Nova Scotia and New 
Brunswick) reserved ownership rights to land and resource under the terms o f 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 o f objection, the so-called "Prairie Governments" succeeded in winning a 
transfer o f title o f public land and mineral rights to the provincial government. Only those lands 
in Dominion parks and indian reserves remained in the ownersliip o f die federal govcnunent.

In addition to provincial and Dominion ownership, mineral rights are held by successors 
in title to homesteaders who acquired land prior to 1888 and 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 o f Alberta is the major mineral holder with approximately 85 
percent o f oil and gas rights in the province.

In areas like those where the oil sands arc found, fully 99 percent o f the mineral rights 
are owned by the province o f Alberta. This public ownership scheme is not dissimilar to that in 
Alaska, where 87 percent o f the land and conscquendy most o f the mineral rights, is owned by 
the federal or state government.

Regulation o f Energy

Just as the province has wrestled the right o f ownership o f public lands from the 
Canadian government, so it has fought constantly to protect its authority to regulate energy.

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

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

M ineral Ownership
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Further, the Canadian - U.S. Free Trade Agreement in 1988 reaffirmed the new, limited, 
role o f the Canadian government with regard to energy. The terms o f FTA assured that export 
restrictions, such as price and production controls, can not be rcimposed.

Private Development o f A lberta ’s Resources

Although ownership o f energy resources is predominantly held by the province o f A l­
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 o f major companies. Many 
o f the members o f 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 
G u lf Canada Resources Limited 
Mobil O il Canada 
Pliillips Petroleum 
Shell Canada Limited 
Standard Oil Production Company 
Texaco Canada Petroleum Lie.
Unocal Canada Limited

A second organization represents smaller exploration and development companies; this 
group is the Lulcpendent Petroleum Association o f Canada (IPAC). Like their American coun­
terparts, the independents own only about 20 percent o f  total oil and gas assets, but are respon­
sible fo r over fifty percent o f the wells drilled.

A LBERTA  AS AN A FF IL IA TE  OF TH E  SOUTH /W EST EN ERG Y  COUNC IL

At the December, 1990 meeting o f the Executive Committee o f the SouthAVest Energy 
Council discussion on a relationship with Alberta were begun. There are a number o f interest­
ing parallels between Alberta and the members o f the SouthAVest Energy Council.

It is essential though, that the role Alberta would play as an affiliate o f 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.
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The question o f applicability o f the federal Foreign Agents Registration Act has also 
been raised. This federal statute requires that anyone acting as an agent on behalf o f a foreign 
principal file a registration with the Department o f Justice. Attached as Appendix A is a memo 
prepured by the Council’s attorneys. Vinson & Elkins, discussing the applicability o f 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 o f the Province o f Alberta (a foreign principal):

"The fust concerns whether, by virtue o f 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 o f the Council. A category o f nonvot­
ing membership, for example, should help to show the inability o f 
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 o f the 
Council itself would be a foreign agent. The answer to this question 
turns on the extent o f control over and the degree o f funding for the 
Council’s activities provided by Alberta relative to that o f other 
Council members. I f  dues paid by Alberta are a relatively small 
percentage o f the overall funding o f the Council, for example, a 
strong argument exists that the organization Is not fmanced in major 
part by the Province. A percentage well under 50 percent would 
help.

... the ability o f the Council to avoid registration under the Act will 
depend on being able to establish that no agency relationship exists 
and that the Province o f Alberta does not possess or exercise control 
over the Council’s activities."

Continuing Discussions

With the ongoing approval o f the Executive Committee, discussions with Alberta are 
scheduled to continue. Council Chairman Ted Strickland has been invited by Alberta Deputy 
Premier Jim 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 o f the Council visited .Alberta in September. 1989 and toured od sand 
operations.
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Manning set up meetings for the Council’s Executive Director in early February with 
staff members o f the Alberta Department o f Energy, the Alberta Petroleum Marketing Board, 
and LPAC, as well as with the ERCB. Those meetings provided the background for this memo.

A fonnal invitation to the Council to hold 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 o f Aiberta’s role as an affiliate o f the Council will once again be on the agenda for 
that meeting.
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SOUTHAVEST ENERGY COUNC IL  
STRATEG IC  PLAN 

1991-92

Colorado Senate President 
Ted Strickland 

Chairman

INTRODUCTION
The SouthAVest Energy Council turned 15 years old in December, 1990. Those years have 

seen the growth o f  the Council (from the five original states, to the current nine), as well as an evolu­
tion o f  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 o f the Council; these are the purposes for which the Council
exists:

1. To participate in the development o f 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 o f issues facing the states, the nation, and 
the world.

OBJECTIVES
The objectives set by the Council arc specific methods to achieve the Council’s purposes. 

The objectives may be discussed in terms o f organizational matters within the Council; interaction 
with state and federal governments; and the establishment o f dialogues policymakers, in some cases 
utilizing the Council's research affiliate, CLEER. to accomplish such ends.

Organizationally, it shall be the objectives o f the Councd to:
1. Meet on a quarterly, scheduled basis at an identified location, under the direc­

tion o f the Chairman and the Vice President for such meeting, to address iden­
tified objectives, which are compatible with the meetings topical theme.

2. Consider changing the name o f 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 o f 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), Nonh 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 o f exemplary projects.

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

Objectives relating to interaction with state and federal governments will include:
1. Developing a means o f effectively providing input into federal energy and en­

vironmental policy making, to include regular meetings with Congressional 
advocates and adversaries, and the development o f a distribution list for 
Council policy statements.

2. Working closely with the USDOE on the development o f 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 o f dialogues range from discussions with private 
sector executives to state regulators, and w ill 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 
Ute initiation o f  an exchange o f 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 o f the work in implementing the objectives, and consequently, the goals o f 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 
toe . .. the Environment Conference, a Global Energy and Environmental Issues Conference, or 
tlte Annual Meeting.



Under the terms o f the Council’s by-laws, the Chairman appoints a Vice President to super­
vise the development o f each topical meeting. Prior to each topical meeting, the Vice President, the 
Chairman and the leadership o f CLEER meet with CLEER ’s Program Advisory Board to receive 
recommendations on issues o f 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 o f 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 o f the year.
SUM M ARY

During the period 1991-1992, the South/West Energy Council will systematically address its 
goals o f influencing the development o f 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 o f such issues facing die 
states, the nation, and the world.

These goals w ill be implemented as a series o f objectives which address not only the 
management o f the Council, but its interaction with state and federal agencies and officials, as well 
as energy and environmental policymakers. The Strategic Plan provides the structure o f a con­
ference schedule; the leadership o f 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 Brewesier was Vice President); and Aochorage. 
Alaska (September, 1990. Arkansas Senator W.D. Moore was vice President).
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TABLE ONE

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

Meeting Meeting Meeting Vice President Implementation
Dale Topic Location For Meeting O f Objectives

April Federal Washington, Rep. Taylor 1. Review DOE’s progress on the progress on the NES;
7-9 Energy and D.C. Harper (AL) prepare comments
1991 Environmental Loews L'enfant 2. Develop a means of effective input into federal

Matters Plaza Hotel energy and environmental policymaking
3. Organizationally

A. Consider name change
B. Consider Alberta, Mississippi for membership

June State Trends Colorado Rep. Glen 1. Invite key legislators from the Northeast and Midwest.
20-23 in Energy and CO Springs Johnson as well as the South and West, to participate on panels
1991 tbe Environment Cheyenne Mtn. (OK) on slate trends

Conference 2. Invite legislators from Kansas, North Dakota.
Center Utah. West Vrginia. and Pennsylvania, as well as

NCSL Energy and Environment Chairmen, and staff to
attend

3. Invite NARUC and other state regulators to participate
in the program

September Annual New Mexico Sen. Manny I. Hold Symposium on Environmer tally-Significant
5-8 Meeting Albuquerque Aragon (NM) Energy Technologies as pan ot the Annual Meeting
1991 Energy

Technology 2. Organizationally, review budget and institute
Symposium V J \ alumni project

December Global Alberta Sen. Terry I. Develop new Western Hemisphere energy contacts
5-8 Energy and (Canada) Guice (W Y ) 2. Monitor European Community and OPEC actions
1991 Environmental 3. Educate the Council on energy issues in the Pacific

Issues Rim

March/April Federal Washington, Sen. Drue 1. Review and update Council's NES proposal
1992 Energy and D.C. Pearce (AK) 2. Review (and adjust as necessary) Council’s program

Environmental for effective input into federal energy and environ­
Matters mental policymaking

June State Trends Oklahoma Rep. Sylvester 1. Develop program for tracking environmental legisla­
1992 in Energy and Turner (TX) tion

the Environment • r , Develop systematic approach to interaction with
NARUC

September Annual Arkansas Rep. Doc Bryan 1. Prepare 1991*92 Strategic Plan for the Council
1992 Meeting (AK) 2. Review Budget
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S O U T H / W E S T  E N E R G Y  C O U N C I L

T h e  S o u t h / W e s t  E n e r g y  C o u n c i l  i s  th e  o r g a n iz a t io n  o f  s t a t e  
le g is la to r s  r e p r e s e n t in g  th e  e n e r g y - p r o d u c in g  s ta te s  o f  A m e r ic a .  
D r a w in g  o n  th e  k n o w le d g e  g a in e d  th r o u g h  y e a r s  o f  h a n d s - o n  
e x p e r ie n c e ,  t h e  C o u n c i l  p r o v id e s  a  fo r u m  fo r  s t a t e  le g is la to r s  to  
d e v e lo p  p u b l i c  p o l i c y  r e s p o n s e s  to  n a t i o n a l  e n e r g y  a n d  e n v i r o n ­
m e n ta l  is s u e s .  T h e  p u r p o s e  o f  t h e  C o u n c i l  is  to  p r o m o te  a  
n a t i o n a l  e n e r g y  p o l i c y  t h a t  e n c o u r a g e s  d o m e s t ic  e n e r g y  p r o d u c ­
t io n  a n d  e n s u r e s  lo n g - te r m  e n e r g y  s e c u r i t y  f o r  th e  n a t io n .

T h r o u g h  th e  C o u n c i l ,  l e g i s la t i v e  le a d e r s  f r o m  th e  s t a t e s  o f  
A l a b a m a ,  A l a s k a ,  A r k a n s a s ,  C o lo r a d o , L o u is ia n a ,  N e w  M e x ic o ,  
O k la h o m a ,  a n d  T e x a s  i d e n t i f y  e m e r g in g  p o l i c y  i s s u e s  in  t h e  
a r e a s  o f  e n e r g y  p r o d u c t io n  a n d  e n v i r o n m e n t a l  p r o te c t io n .  I n  
d e v e lo p in g  p u b l i c  p o l i c y  r e c o m m e n d a t io n s ,  t h e  C o u n c i l  s t r i v e s  to  
e f f e c t i v e l y  p r o m o te  e n e r g y  a n d  e n v i r o n m e n t a l  p o l ic ie s  w h ic h  w i l l  
p r o v id e  th e  g r e a te s t  i n c e n t i v e  f o r  t h e  d e v e lo p m e n t  o f  o u r  e n e r g y  
r e s o u r c e s  w h i l e  m a i n t a i n i n g  t h e  i n t e g r i t y  o f  o u r  e n v i r o n m e n t .

F o r  o v e r  te n  y e a r s ,  t h e  S o u t h /  W e s t  E n e r g y  C o u n c i l  h a s  
a c t i v e l y  e n c o u r a g e d  th e  f e d e r a l  g o v e r n m e n t  to  p r o v id e  t h e  i n ­
c e n t i v e s  n e c e s s a r y  f o r  t h e  d e v e lo p m e n t  o f  d o m e s t ic  n a t u r a l  
r e s o u r c e s  w h i l e  l i m i t i n g  th e  r e g u la t io n  o f  p r o d u c t io n ,  t r a n s p o r ta ­
t io n ,  a n d  p r i c i n g  o f  e n e r g y  r e s o u rc e s .

To p r o m o te  i t s  p o l i c y  r e c o m m e n d a t io n s ,  th e  C o u n c i l  h a s  p r o ­
v id e d  t e s t i m o n y  a t  C o n g r e s s io n a l  a n d  f e d e r a l  a g e n c y  h e a r in g s ,  
c o o r d in a te d  l e t t e r - w r i t in g  c a m p a ig n s  in  s u p p o r t  o f  l e g is la t io n ,  
a n d  f i l e d  i n t e r v e n t i o n  b r ie f s  in  a d ju d ic a to r y  h e a r in g s .

I n  a d d i t io n  to  d ir e c t  c o n ta c t  w i t h  f e d e r a l  o f f ic ia ls ,  t h e  C o u n c i l  
i n f lu e n c e s  n a t i o n a l  e n e r g y  p o l i c y  b y  f o r g i n g  b r o a d -b a s e d  c o a li­
t i o n s  a n d  c o o r d in a t in g  g r a s s r o o t s  l o b b y i n g  e f fo r ts .  T h e  p o l i c y  
s t a t e m e n t s  c o n t a in e d  in  t h i s  b o o k le t  a r e  e x a m p le s  o f  t h e  C o u n ­
c i l 's  a b i l i t y  to  e n g e n d e r  w id e  s p r e a d  s u p p o r t  f o r  i t s  p o l i c y  r e c o m ­
m e n d a t io n s .  M a n y  o f  t h e s e  p o l i c y  s t a t e m e n t s  w e r e  a d o p te d  b y  
th r e e  o r  m o r e  o f  th e  fo l l o w in g  g o v e r n m e n t  a s s o c ia t io n s :  th e  
S o u th e r n  L e g i s la t i v e  a n d  W e s te r n  L e g i s la t i v e  C o n fe r e n c e s  o f  th e  
C o u n c i l  o f  S t a t e  G o v e r n m e n ts ,  th e  N a t i o n a l  C o n fe r e n c e  o f  S ta t e  
L e g is la tu r e s ,  a n d  t h e  S o u th e r n  G o v e r n o r s '  A s s o c ia t io n .
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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 fo r oil increasing ot 
a rate o f 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 o f im­
ported petroleum products from  our Western Hemisphere neighbors and decreased our 
imports from  the volatile Middle East. A larm ingly, this positive trend has recently 
reversed and the Middle East is again the dominant exporter o f crude oil to the United 
States.

The energy crisis o f the 1970s taught the United States that manipulation o f the 
world oil market by sovereign governments can run counter tv the United States’ interests. 
However, that crisis also proved that several o f the United Slates* trading allies could be 
counted on fo r support in troubled times. In particu lar, Venezuela, Mexico, and Canada, 
increased their exports o f 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. W e are 
each others largest export markets. Canada sells three-quarters o f its exports to U. S. 
markets, while at the same time absorbing almost one-quarter o f total U. S. exports.

As energy partners, Canada and the United States have a history o f cooperation 
and trade. Canada currently supplies about five percent o f the total U. S. oil consumption 
and approximately five percent o f the natural gas consumed in the United States • the 
equivalent o f over 700 thousand barrels o f crude oil per day. In the event U. S. supplies 
tighten, one o f the first places fo r the United States to look fo r incremental supplies is 
Canada. In  times o f U. S. supply constraints, imports o f 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 o f ou r m ajor sources o f imported oil 
and natural gas. In  fact, Mexico was our third largest supplier o f crude oil during 1987, 
with only Saudi A rabia and Canada ranking higher.

Mexico’ s dependence on oil earnings to provide government revenues and foreign 
exchange is very clear. PEM EX investments in future oil and gas development and the 
United States’ clear need fo r stable, long-term supplies o f oil indicate that ou r trading 
relationship can do nothing but grow in the future.

Sim ilarly , almost ha lf o f all Venezuelan oil exports are to the United States. During 
1987 Venez la was the leading exporter o f petroleum products and the fifth largest ex­
porter o f crude oil to the United Sta-'es. Combining products and crude oil, Venezuela is 
virtually equal to Canada as the exporter upon which the United States most depends.



2 Venezuela has lh< bility to export large auantities o. .‘ ude oil and petroleum
3 products fo r many decades. The United States and Venezuela are close geographical neigh-
4 bors, who like Mexico and Canada, share sim ilar forms o f democratic government. The
5 United States will need to continue to rely on foreign sources o f oil for the foreseeable fu-
6 ture. Therefore, the oil situations o f both, countries are complementary and both countries’
7 long-term energy interests are such that the United States and Venezuela should continue
8 to be iinportont commercial partners fur many years under fa ir conditions o f trade.
9

10 Atliujou
11
12 Canada. Mexico, Venezuela, and the United States are long-standing energy trading
13 partners. We share a history o f working together in successful oil and gas exploration and
14 development. We share the ups and downs o f a rapid ly changing energy environment. And
15 we share a common vision o f the future - a vision o f a sound energy industry in each o f our
16 countries - able to provide the energy security needed to ensure the health and vitality of
17 the entire Pan American economy.
18
19 The United States also shares a democratic bond with the people o f Canada,
20 Mexico, and Venezuela. Our governments strive to improve the overall well-being o f all
21 our citizens, while providing rich opportunities fo r individual freedom and growth. Thus,
22 it is only natural that representatives o f ou r fou r nations have gathered to explore options
23 which will increase the hemisphere’s energy security.
24
25 Therefore, in recognition o f our long-standing trading history and to plan fo r the
26 increased security o f ou r peoples and economies, the South/West Energy Council urges the
27 Congress and the Administration to engage in fo rm al deliberations with the governments
28 o f Canada, Mexico, and Venezuela, as well as other interested American states, to develop
29 a Pan American Energy Alliance to provide reciprocal energy security measures fo r the
30 nations o f the Western Hemisphere.
31
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KODIAK LONGLINE 
VESSEL OWNERS’ ASSOCIATION

326 CENTER AVENUE. P.O. BOX 135 
KODIAK, ALASKA 99615 

(907)486-3781 FAX (907) 486-2470

HALIBUT • SABLEFISH • PACIFIC COD • CRAB

May 15. 1991

Representative C l i f f  Davidson 
Box V
Juneau, Alaska 99011 
SENT BY FAX: 465-3444
Dear C l i f f ,
I would lik e  to  express the KLVQA support fo r  the House Jo in t Reso lu tion  which 
re la te s  to the p rotection  o f crab , h a lib u t , and salmon 1n the B r is to l Bay area 
from the trawl fis h e ry .
We firm ly  be lieve that the nursery grounds fo r  ju v e n ile  ha libu t stocks which 
are 1n the Bering Sea area are in danger o f being harmed. The high bycatch o f 
ha libu t and crab by fa c to ry  traw l vesse ls operating 1n th is area should be 
c u rta i le d . The evaluation and poss ib le  expansion o f Zone 1 1s Im perative .
Thank you so much fo r  Introducing th is  re so lu tio n . Please don't hesita te  to 
contact the group 1 f  you have questions.

Executive D irec to r



UNITED STATES DEPARTMENT OF COMMERCE 
N ationa l Ocaanle and Atmoapharic Adm inistration
N a tio n a l M arine F is h e r ie s  S e r v ic e  
P.O. Box 1668 
Jun ea u , A la sk a  99802

February 20. 1987

Mr. Arni Thompson 
Executive Secretary 
Alaska Crab Coalition 
3901 Leary Way N.W.
Suite #9
Seattle, WA 98107 

Dear Mr. Thompson:

I have reviewed the evolution of the eastern Bering Sea pot zone 
and have found the following series of events. The original zone 
came into existence in 1965. The boundaries ran from Cape 
Sarichef to 55-16N 166-10W, northeastward to 55-28N 165-34W, 
thence eastward along 55-28N to the Alaska Peninsula. That was a 
provision of the 1965 U.S./Soviet crab agreement and the 
U.S./Japan crab agreement concluded in late 1964.

The zone expanded in 1968 when the crab agreements with Japan and 
the Soviet Union were renegotiated. That change became effective 
in 1969 and the northern boundary changed from 55-28N to 55-54N.

The final change that I have been able to track occurred in 1975 
when the U.S./Soviet fisheries agreement expanded the pot zone to 
its present configuration. The Japanese agreed to the same 
configuration but implemented it as a domestic regulation through 
arrangements that had been concluded at INPFC. Several other 
concessions were gained at that time that closed nearby areas to 
trawling during winter months. Those final bilateral 
arrangements were carried forward in the foreign fishing 
regulations that implemented the Magnuson Act in 1977.

Enclosed are copies of those fishing agreements and chartlets 
showing the various pot zones.

Sincerely yours,
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NPFMC APPROVED RESTRICTED TRAWL GROUNDFISH ZONES AND PROHIBITED SPECIES CAPS 
IN THE EASTERN BERING SEA, AS ESTABLISHED BY AMENDMENTS 10 , 12A AND 16 TO THE 
BS/AI FMP, 1986 THROUGH 1991 . •
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A l a s k a  C r C o a l i t i o n  ( A. - C  . C  • )

(206) 547-7560
3901 Leary Way (Bldg.) N.W., 
Suite 1*9
Seattle, WA 98107

DATE: January 18, 1937

TO: Robert W . McVey, Director
Alaska Region
National Marine Fisheries Service 
P.O. Box 1668 
Juneau, Alaska 99802

FROM: ALASKA CRAB COALITION a  y
A m i  Thomson y y  •
Executive Director

RE: COMMENTS ON IHE PROPOSED RULE TO IMPLEMENT AMENDMENT 10 TO THE
FISHERY MANAGEMENT PLAN FOR THE GROUNDPISH FISHERY IN THE BERING 
SEA AND ALEUTIAN ISLANDS AREA (FMP).

INTRODUCTION:

Since initially petitioning the NPFMC one and a half years ago to 

take emergency measures to control bottom trawling in the Eastern Bering Sea, 

the Alaska Crab Coalition has subsequently filed voluminous scientific reports 

documenting the impact of bottom trawling to Bering Sea crab stocks and in 

addition, extensive legal arguments eophacizing the priority of conservation 

over dev9lopment have been filed. The ACC, formed to address the conservation 

problem that bottom trawling poses for Bering Sea crab stocks, now represents 

over 60 Bering Sea crab boats and has been the leading participant in the NPFHC 

process developing Amendment 10. The primary focus of this comment is to 

incorporate by reference all documents submitted to the NPFMC regarding Amend­

ment 10, as noted in the ACC comment to the NPFMC, dated September 16, 1986

*%. • .* V
.'(enclosure). Subsequent legal and (Managerial comments developed since that 

date, are also referenced for the NOAA administrative record.



ALASKA CRAB COALITION COMMENT TO THE NPFMC ON AHEMDMENT 10 TO THE FMP 
FOR THE GRQUNDFISH FISHERY OF THE HEP™" AND ALEUTIAN ISLANDS AREA;
DATED SEPTEMBER 16, 1986j (ENCLOSUiu.,

The ACC wishes to incorporate by reference herein to all documents 

submitted to tho North Pacific Fishery Management Council in the above comm­

ent on Amendment 10. Particular attention ia drawn to the documents listed 

belowi

1. The Impact of Trawling to Bering Sea Crab Stocks. Wes Johnsen 

Report to the NPFMC, September 24, 1985. This report documents the unobserv­

ed mortality ratio to observed bycatch mortality, which could be as high as 

15 to 1.

2. Fishery Management Techniques in the Northeast Atlantic. P. T._ 

Hagen & O.A. Mathisen, School of Fisheries and Science, University of Alaska, 

Juneau, AK, 1984.

3. The Effects of Trawling on Target and Non-Target Species. Susan 

Blanding, Se-w-le, WA 1986 (unpublished). A documented literature search.

4. Legal Issues, Theodore G. Kronrailler, Patton, Boggs A Blow,

Washington, D.C. September 1986. This legal comment was developed for the

ACC expressly for the Amendment 10 Comment of September 16, 1986.

ADDITIONAL COMMENTS ON AMENDMENT 10 TO THE FMP FOR BERING SEA GROUNDFISH 
FOR THE NOAA ADMINISTRATIVE RECORD:

The ACC wishes to incorporate by reference to the documents listed 

below (enclosures), as part of our comment on the proposed rule to implement 

Amendment 10.

1. Comments on the "EAZrIR" for Amendment 10 to the FMP for Bering 

Sea Groundflsh, Thcodon* G. Kronmiller, Patton, Boggs A Blow, Washington, D.C.

December 1986. This technical review of the EA/RIR notes the references to
v * • •

the adverse impacts of bottom trawling to crab stocks, the need for more

stringent measures than those adopted by the Council, the ne*d for a domestic

observer program, tho causal relationship between trawl restrictions and

improved abundance of king crab stocks and the ability of bottom trawlers



2. Legal Isbuob, Supplementary Memorandum. Theodore 0. Kron- 

millor, Patton, Boggs & Blow, Washington, D.C. December 1986. This legal 

comment was also dovoloped for the ACC expressly for tho Amendment 10 Comment. 

The focus here is on tho authority being granted to the Regional Director

to make "inseason adjustments" in the Bering Sea groundfish fishery.

3. Comnent on Total Allowable Catch (TAC) for Bering Sea and 

Aleutian Islands Groundfish for 1987: Focus, Objection to Development of

Bottom Trawl Fishery for Rock Sole ln the Restricted Trawling Zone of the

Eastern Bering Sea (Reference: NPFMC Newsletter, 10/03/86, Amendment 10,
ACC to NPFMC November 4, 1986 

BS/AI FMP, Zone l)./ This paper focu3e3 on tho inadequacies of the exist­

ing management structure to deal with the problem of bycatch overage as 

it can potentially occur without a responsive, 100$ coverage, domestic 

observer program. This paper also questions consideration of a domestic 

flounder fishery in the recently curtailed Zone 1, that potentially would 

be of similar tonnage to the existing yellowfin sole fishery in the same 

area. What is the management rationale for even considering such a devas­

tating fishery in the primary king crab harvest zone before Amendment 10 

has attained final approval?

4. The Role of International Agreements in Alaskan Fisheries;

Revisions of International Agreements Affecting Alaskan Fisheries; The

The Growing Role of International Agreements in Alaskan Fisheries 1 Ronald

C. Naab, Fisheries Management Supervisor, NMFS, Division of Enforcetient

and Surveillance, Juneau, Alaska; Commercial Fisheries Review: October

1968, pp. 46-56, also Sep. No. 825; June 1969* PP* 30-34» also Sep. No.

841; and September 1971, pp. 27-40, also Sap. No. 919* Reference is incorp-
• •»

orated herein to these now historic.» articles that trace the develop
* ♦ •

raent of international agreements and associated laws affecting the Alaskan 

area. Mr. Naab imparts a perspective to the reason for development of 

these agreements, namely, conservation and protection of near shore tra—

to  avoid reductions o f h a rv ests  under th e  new re g u la tio n s .



ditional species, salmon, halibut and king crab, from interception and 

depletion in (prior to 1976) international waters by unregulated foreign 
fleota. These agreomonts were recognized aa eaaential to controlling 

and or prohibiting foreign harvesting of species eaaential to Alaskan 

fisheries and fiahormen. Thus, tho MFCMA, adopted in 1976 should be 
viewed in the light of the 200 mile agreemont being a continuation of 
agreements developed to insure the protection of inshore traditional 

fisheries, while secondarily oncouraging the development of an American­

ized groundfish fishery.

Of particular importance to the administrative record of Amend­

ment 10, Naab, in these articles outlines the historic development of 

the Pot Sanctuary, beginning in 196/*, with its beginning as a fixed gear 

zone for the developing American king crab fishery in the Eastern Bering 

Sea. At that time, American fishermen had already developed a preference 

for the selective and least destructive, single line pot gear for harvest­

ing king crab. In 1959» the State of Alaska passed a prohibition on 

trawling for king crab in State waters. Further bilateral agreements 

between the U.S. and Japan and the U.S. and the U.S.S.R. in 1967 and 1971 
eventually eliminated tangle not fishing for crabs and prohibited foreign 

trawling in the Pot Sanctuary. The agreements also became the foundation 

for management of crab stocks as they addressed issues such as quotas, 

minimum harvest size and the prohibition of the harvesting of females.

Although the EA/RIR on page 7 makes reference to the historic 

yellowfin sole fishery in the area proposed for total closure in the pro­

posed rule and the economic hardship these fishermen will suffer as a re­

sult of the need for relocation. However, no mention is made of the econ­

omic hardships bottom trawling for yellowfin sole has imposed on crab 

fishormen. The area proposed for total closure, along with tho restricted 

Zone 1 area, have historically combined to produce almost IOO5C of the



Eastern Bering Sea red king crab harvest during the decade of the 1970's.

Of further significance to Amendment 10, Naab ln his October 1968 

article offers us an historical perspective on regulation in the Pot Sanct­

uary. Two laws wore particularly important to the crab fisheries in this 

area. In May 19&L, the U.S. enacted Public Law 88-308, commonly known as 

the Bartlett Bill. This prohibited foreign fishing within U.S. territorial 

waters. This bill formed the basis for negotiating bilateral agreements 

with the USSR later in the same year and Japan the following year to set up 

pot fishing areas both in the Eastern Bering Sea and around Kodiak Island.

The second important law enacted by Congress, was Public Law 89-658, of 

October 1966. This established a 9-mile contiguous fishery zone adjacent 

to the U.S. 3-mile territorial sea. The law provided that the U.S. will 

have the same jurisdiction oveî ’isheries within this newly created zone as 

it had within its territorial sea, subject to the continuation of ''tradition­

al" fisheries by foreign nations. Ihi3 law led to lurther foreign restric­

tions in the Pot Sanctuary through renewed bilateral agreements in 1967 and 

1971.

Reviewing these articles from the perspective of searching for 

answers to questions about how the regulations concerning development of 

the Pot Sanctuary came into existence, leads one on a natural course to 

passage of the 200 mile MFCMA, which is a culmination of these two proceed­

ing exclusion agreements. It also raises questions as to why the regulations

were relaxed in the development and final approval of the first FMP for the
in 1981,

Bering Sea Groundfish Fishery,/which ultimately created the need for devel­

opment of Amendment 10 to the same plan, six years later.





STATE OF ALASKA 

House of Representatives 
District 27

Representative Cliff Davidson 
Chairman

House Resources Committee

Box V, Juneau, AK 99811 
(907) 465-2487 Box 746. Kodiak, AK 99615 (907) 486 8250

R e p re s e n ta t iv e  C l i f f  D a v id s o n

House Jo in t R e so lu tio n  61 (H J R  6 1 ) , Opposing ind iv idua l fishe ry  
quota management system s fo r  the A laskan ha libu t and sab le fish  
fisheries and other A laskan fisheries.

Mouse Joint Reso lu tion  61 (H JR  6 1 ) , opposing ind iv idua l fishe ry
quota ( IF Q )  management system s to r the A laskan  ha libu t and 
sab le fish  fisheries and other A laskan fisheries , responds to cc .cerns 
exp ressed  sta tew ide by in d iv id u a l fish e rm en , com m un ities and 
industry a like  to the North Pac ific  F ishery  Management C oun c il’s 
(N P F M C ) in d iv id u a l fis h e ry  quota m anagement p lan  passed in 
D ecem ber.

That p lan , adopted by the N PFM C  but not yet approved by federa l 
o ffic ia ls , would change the face o f  A laskan fishing communities as we 
know  them today.

A laskan  fisherm en are p a rtic u la r ly  concerned by studies show ing 
IFQ s w ill concentra te ow nersh ip  o f  the sab le fish  and ha libu t 
resou rce by perm anently a llo ca tin g  shares to a se lect number o f  
fishermen. W ith fisheries as A laska's second largest income source, 
IFQ s w ill rem ove fisherm en ’s ab ility  to d ive rs ify  as markets change, 
n e g a t iv e ly  e f fe c t in g  the e c on om ic  s ta b i li ty  o f  ou r c o a s ta l 
c om m un it ie s .



IIO USE  JOIN'!' RESOLUT ION  61 
SPONSOR STATEMENT

Page 2

A lso , there is a great deal o f  concern over the C ounc il’s lack o f  an 
extensive socio -econom ic impact statement to ana lyze the e ffec ts on 
A laska's coastal communities and the sm all fishing fleets.

C om prehensive land en fo rcem en t com bined w ith agg ressive at-sea 
monitoring is imperative with a proposal such as the one the Council 
has recen tly  passed to p revent h igh-g rad ing , fa lse  reporting , black 
m arketing , etc. The funding requirem ents wou ld be great and are 
d iffic u lt to ensure. In addition , econom ic and socia l costs would be 
excep tiona lly  high and result in even few er m eaningfu l jo b s  in ru ra l 
A laska. A lso , it is very lik e ly  this IFQ  plan would have a negative 
impact on our state treasury.

A laska ’s senior U .S . Senator, Ted Stevens, in form ed the Council at the 
December meeting (v ia  written correspondence) that funding an IFQ  
program such as the one proposed would be expensive. D ipping into 
the a lready tight N ationa l M arine F isheries Serv ice (N M F S ) budget 
wou ld se riou s ly  reduce other im portant fishe ry  p rogram s.

Senato r F rank M urkow sk i a lso  expressed his concern  (in  a le tter 
dated N ovem ber 2 5 , 1 9 91 ) that the budgetary env ironm ent wou ld 
be extrem e ly d iffic u lt i f  a sign ificant increase were needed to cover 
im p lem en tation , adm in istra tion  and en fo rcem en t.

The p roposa l, as it reads today, is fraught with prob lem s. HJR 61 
encourages the N PFM C  to seek and consider pub lic comments from  
a ll segments o f  the fish ing  industry to d eve lop  a com prehensive 
management plan using fle x ib le  management too ls . It a lso  opposes 
the use o f  state resources to implement an IFQ  management system 
and it a lso  requests the Secreta ry o f  C om m erce , A dm in istra to r o f 
NOAA  and the D irec to r o f  the O ffic e  o f  Management and Budget to 
d is a p p ro v e  any IF Q  m anagem en t system  that the N P FM C  
re c om m end s .
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CS FOR HOUSE JO INT RESOLUTION NO. 61 (RESOURCES)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE RESOURCES COMMITTEE

Offered:
Referred:

Sponsors): REPRESENTATIVES DAVlDSON, Navarre, Jacko, Mackic, Kubina, Brown, Ivan, Zawacki, Hudson

A RESOLUTION

1 Opposing Individual Fishery Quota management systems fo r the Alaska halibut and

2 sablefish fisheries and other Alaska fisheries.

3 BE IT  RESOLVED BY THE LEG ISLATURE OF THE STATE OF ALASKA:

4 W HEREAS the Alaska commercial fishing industry' merges an established system o f biological
5 management o f fishery resources, a social foundation for Alaska coastal communities, and unique and
6 productive livelihoods for many thousands o f Alaskans; and
7 W HEREAS International Pacific Halibut Commission and Nonh Pacific Fishery Management
8 Council (NPFMC) studies show that the Alaska halibut and sablefish resources are generally in a
9 biologically healthy condition under the current open access management system; and

10 W HEREAS the NPFMC has identified problems in the halibut and sablefish fisheries without
11 developing a comprehensive option based on the flexible management aciiuns available under the open
12 access management system that may address those problems, such as gear restrictions, tank inspections,
13 flexible time frames for fishery openings to accommodate weather, ct cetera; and
14 W HEREAS die NPFMC is seeking to implement an Individual Fishery Quota (IFQ) management
15 system in die Alaska halibut and sablefish fishc ics; and
16 W HEREAS an IFQ management system will initially allocate shares consisting o f a percentage

•I. CSHJR 6KKKS)
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o f the annual total allowable catch o f a fishery resource to individual fishermen; and
WHEREAS implementation o f an IFQ management system will instantly create permanent, 

exclusive, and salable access rights to the halibut and sablefish fishery resources o f the Nonh Pacific 
Ocean; and

W HEREAS the value o f quota shares as salable property will make an IFQ management system 
irreversible; and

W HEREAS an IFQ management system will, through attrition, eventually concentrate ownership 
o f the right to harvest the fishery resource into the hands o f those with the greatest wealth and financial 
advantages; and

W HEREAS the implementation o f IFQ management systems will create a privileged class o f 
fishermen based on their fortuitous involvement in the fishing industry during a particular period o f time 
and will seriously inhibit those fishermen who wish to enter those fisheries in the future; and

W HEREAS an IFQ management system will seriously inhibit the ability o f fishermen to 
diversify among fisheries as resource and market conditions fluctuate and will therefore hinder the ability 
o f fishermen to operate stable and successful fishing businesses; and

W HEREAS the NPFMC has not given adequate consideration to or realistically estimated the 
practical enforcement costs, strategies, or funding sources required to ensure effective at-sea and 
shorcside fishery conservation measures to prevent illegal fishing, highgrading, false reporting, black 
marketing, ct cetera o f fish caught under an IFQ management system; and

W HEREAS the NPFMC has not given sufficient consideration to the economic and social effects 
that IFQ management systems will have on Alaskans and Alaska coastal communities; and

W HEREAS testimony given to the NPFMC on IFQ management systems by individual 
fishermen industry, municipalities, and organizations overwhelmingly opposed such management 
systems; and

W HEREAS while problems exist under the open access management system, it has provided for 
proven, effective, and cost-efficient administration and enforcement o f resource conservation efforts, 
while allowing fishermen and the fishing industry the flexibility to diversify among existing fisheries and 
to develop new fisheries as conditions and markets change; and

WHEREAS implementation o f IFQ management systems in any Alaska fishery will result in 
serious, compound, negative effects for individual fishermen, the Alaska commercial fishing industry, 
Alaska coastal communities with a fishing-based economy, and the overall economy o f the state;

BE IT  RESOLVED that the Alaska State Legislature respectfully requests the Secretary o f

WORK DRAFT WORK DRAFT WORK DRAFT

CSHJR M lr»F.S) -2-



1 Commerce to direct the North Pacific Fishery Management Council to contract for extensive independent
2 socio-economic impact studies o f any management system for the Alaska fishing industry and to
3 seriously consider the fu ll scope o f such a system before considering any allocative management measure
4 for any fishery; and be ii
5 FURTH ER RESOLVED that the Alaska State Legislature respectfully requests the North Pacific
6 Fishery Management Council to aggressively seek and carefully consider public comment from all
7 segments o f the commercial fishing industry in order to develop an equitable, comprehensive
8 management plan for the Alaska halibut and sablefish fisheries utilizing the flexible management tools
9 available under the current open access management system; and be it

10 FURTH ER  RESOLVED that the Alaska State Legislature respectfully requests the Secretary
11 o f Commerce, the Administrator o f the National Oceanic and Atmospheric Administration, and the
12 Director o f the Office o f Management. and Budget to disapprove any Individual Fishery Quota
13 management system that the Nonh Pacific Fishery Management Council recommends fo r the Alaska
14 halibut and sablefish fisheries, or any other Alaska fishery.
15 COPIES o f this resolution shall be sent to the Honorable Barbara Franklin, Secretary o f the U.S.
16 Department o f Commerce; the Honorable John A. Knauss, Administrator, National Oceanic and
17 Atmospheric Administration; the Honorable Richard G. Darman, Director o f the Office o f Management
18 and Budget; the Honorable Richard Lauber, Chair o f the North Pacific Fishery Management Council;
19 and to the Honorable Ted Stevens and the Honorable Frank Murkowski, U.S. Senators, and the
20 Honorable Don Young, U.S. Representative, members o f the Alaska delegation in Congress.

WORK DRAFT WORK DRAFT WORK DRAFT
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FISCAL NOTE

STATE OF ALASKA
1 9 9 2  LEGISLATIVE SESSION

BILL NO. HJR 01

Revision Data:
Oppose IFQ's

1 /27 /92

Sponsor: Representative Oavidson

Roquastor: House Resources Committee

Deportment Af»acted:
BRU- Commercial Fisheries

Fish and Game

Componant: Commercial Fisheries

COMPONENT SERIAL NO.
EXPENDmjRES/KtVENUES: (Thousand* of Do«an>)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0
TRAVEL .. . ii
CONTRACTUAL 0
SUPPLIES 0
EQUIPMENT 0
LAND & STRUCTURES 0
GRANTS, CLAIMS n
MISCELLANEOUS 0
TOTAL OPERATING 0

CAPITAL 0 0 0 0 n :>

REVENUE 
FUND SOURCE: 0 0 0 0 0 0

FUNDING: (Thousands o f Dolars)
GENERAL FUND
FEDERAL FUNDS - •
OTHER
FUND SOURCE:
TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 6 6 6 6 6 6

Estimala of currant yaar impact: hone

Prepared
Division:

fob Clasby 

Division of Commercial Fisheries

< / . i / / -/ »«‘-L

Phona: 4 6 5 -J ? lf l
Data: V 2 7 /9 ?

Approvad by Commissionar: -------- ---------

Agency: A laska Deportment o f F ish and Oaaa. Data:
D» **H/Oon (by preparerJ: Leg. fin., Sponaer. R aquae tor. OMI/OM. Oov. Leg*. Otc.. k Impacted Agency!lee).
Rev 10/7/51 Page J_o» J_



JAN 23 ' 92 11106 CITY OF LNfiLASKfl P 72/3
AGENDA ITEM 13/

Requested liy: Counci lperson Madsen 
Ayes:
Nays:_/_____

CITY OF UNALASKA 
UNALASKA, ALASKA

RESOLUTION 91-43

A RFSOLUTION OF THE CITY OF UNALASKA OPPOSING THE INDIVIDUAL 
TRANSFERABLE QUOTA SHARES SYSTEM FOR MANAGING THE SABLEFISH 
AND HALIBUT FISHERIES WITHIN THE JURISDICTION OF THE NORTH 

PACIFIC FISHERIES MANAGEMENT COUNCIL

WHEREAS: The North Pacific Fisheries Management Council need to 
propose a '‘Preferred" plan which can be specifically reviewod and 
critiqued by all Industry participants; and

WHEREAS; Any drastic Management chango demands the preparation of 
a Socio-Economic Impact Analysis. Detailed to realistically show 
the effects of such a management system upon the fisherman and the 
coastal communities which will be impacted; and

WHEREAS: The conservation concerns within these specific longline 
fisheries will not be addressed nor solved by this system of 
management; and

WHEREAS: The Funding source, the enforcement costs and plans are as 
of yet unknown. This critical area must be addressed and 
specified; and

WHEREAS: The Quota Shares System has demonstrated the adverse 
impacts upon the small to mid-sized vessels which participate 
within such systems; and

WHEREAS: The small to mid-si2e vessels of our coastal communities 
may well lose their access to their resource, and as our State's 
economy is not nearly as diverse as that of other State's those, 
losing their access to the resource, may force them to seek 
opportunity outside of their Home State; and

WHEREAS: There is no mechanism to realistically prevent Foreign 
interest domination of the Quota Shares; and

WHEREAS: A comprehensive plan is necessary to avoid the additional 
pressure which will be put upon those fisheries outside of the 
Quota system by those fisherman not receiving sufficient shares to 
compete; thus complicating and compounding the problems within 
these other fisheries; and

W H E R E A S :  T h e  a d d i t i o n a l  p r e s s u r e s  w i l l  a d v e r s e l y  affect t h e  S a f e t y  
o f  t h e  p a r t i c i p a n t s  w i t h i n  t h e s e  o t h e r  fisheries; nor is t h e r e  a n y  
g u a r a n t e e  t h a t  Q u o t a  S h a r e s  w i l l  increase the S a f e t y  of the 
p a r t i c i p a n t s  w i t h i n  the f i s h e r i e s  w h i c h  a s s u m e  the Q u o t a  System;



JAN 2r'92rn?U7 CITY 6F IWLtekA P.3/S

a n d

WHEREAS: The North Pacific Fisheries Management Council has
identified over 20 management tool3 which are Within the 
traditional system which have not been sufficiently analyzed or 
assessed for effectiveness.

NOW THEREFORE BE IT RESOLVED THAT: The City Council of the City of
Unalaska, Alaska, opposes the INDIVIDUAL TRANSFERABLE QUOTA SHARES 
SYSTEM (ITQ) for the management of the Sablefish and Halibut 
Fisheries.

PASSHJD AND APPROVED THIS DAY Of y  , 1991 BY
THE CITY COUNCIL OF THE CITY OF UNALASKA, ALASKA.

Frank Kelty 
Mayor

ATTEST:

Clerk

• I

\RES9143
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CITY OF UNALASKA 
UNALASKA, ALASKA

RESOLUTION NO. 91-112

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF UNALASKA URGING THE 
NORTH PACIFIC FISHERIES MANAGEMENT COUNCIL AND ALL OTHER 
AUTHORITIES TO RESCIND ITS VOTE TO _ IMPLEMENT. T H E I F Q P R OGRAM TO 
APPROVE THE INDIVIDUAL TRANSFERABLE QUOTA SHARE PROGRAM FOR THE 
SABLEFISH AND HALIBUT FISHERIES UNTIL AN ECONOMIC IMPACT ANALYSIS 
OF THE PROGRAM ON THE CITY OF UNALASKA AND OTHER COMMUNITIES OF 
ALASKA IS COMPLETED AND SHARED WITH THE AFFECTED COMMUNITIES FOR 
THEIR CONSIDERATION AND COMMENT.

WHEREAS, a number of traditional management proposals have been 
submitted to the North Pacific Fisheries Management Council which 
would potentially eliminate the problems that an Individual Fishery 
Quota (IFQ) would address? and

WHEREAS, the North Pacific Fisheries Management Council's role and 
responsibility is to analyze all proposals on a given issue before 
implementing major changes to a fishery} and

WHEREAS, analysis and implementation of traditional management 
proposals to address the problems have not even been reviewed prior 
to the proposed implementation of an IFQ System} and

WHEREAS, an IFQ System is going to take years to implement while 
the fisheries need extensive traditional management changes not 
short-term improved management} and

WHEREAS, the ability to participate in multiple fisheries and adapt 
to changing economic and resource conditions are vital 
characteristics of the Alaska fishing industry} and

WHEREAS, IFQ Systems under consideration provide much of the 
resource to be allocated to non-resident users, excluding 
disproportionate numbers of Alaska fishermen, and preclude 
participation by the growing Alaska longline finhing fleet; and

WHEREAS, IFQ Systems will deny the opportunity for residents of the 
City of Unalaska and other Alaskan communities to fully diversify 
and maximize their fisheries creating financial hardships and 
creating economic impacts; and

WHEREAS, IFQ Systems could accommodate offshore processors which 
will minimize the raw fish tax to Alaskan communities and the State 
of Alaska} and

WHEREAS, The City of Unalaska adopted Resolution No. 91-43 on June 
20, 1991 opposing the IFQ system for managing the sablefish and 
halibut fisheries within the jurisdiction of the North Pacific 
Fisheries Management Council, a copy of which is attached.


