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U.S.-Japan Energy Working Group 

U.S. Proposed Issues for Discussion for the First Meeting 

Introduction 

_The world energy outlook has calmed considerably since the oil 
market disruptions of 1979 ·and 1980. Energy supplies are ample · 
and oil prices are falling, bringing much needed relief to OECD 
economies. Nevertheless, the International Energy Agency warns 
that industrialized countries should not be complacent about the 
present situation. As our economies recover, the surplus of oil 
will gradually disappear. Depending on developments in economic 
activity, oil markets could be uncomfortably _ close to balance by 
the late 1980s at stable 1983 real prices. Given security 
problems and continued uncertainty of many sources of oil and 
gas supply, the 1990s could prove to be another turbulent decade 
in energy and economic activity. On the other hand, if we take 
concerted and measured action today, energy can prove to be a 
contributor, riot a constraint, to economic activity in the 
decades ahead. 

Japan has been successful in beginning the process of reducing 
its high level of oil dependence by diversifying into other 
sources of energy. But, as economic growth recovers in Japan 
and worldwide, demand for energy will rise -- perhaps dramat­
ically. Rather than a stop and go approach to diversifying 
energy supplies based on current market conditions, Japan must 
make a continuous effort to seek new and more secure supplies. 

The United States, on the other hand, is a country rich in 
energy resources. The present Administration's objective is to 
eliminate artificial market barriers to resource development and 
trade, so that our resources can be developed for the economic 
and security benefit of the United States and our trading 
partners. Yet lead times for energy supply development are 
long, and plans must be drawn up today if new energy systems and 
projects are to be in place in the 1990s. 

The principal purpose of the Japan-U.S~ Energy Working Group, in 
our view, is to identify the potential for energy cooperation 
and trade in the 1990s and to remove artificial market impedi­
ments which currently prohibit greater trade between our nations. 
We view long-term energy trade as an important opportunity to 
strengthen the economic and security ties between our two 
nations. We are optimistic that the U.S.-Japan Energy Working 
Group can begin the process of turning this opportunity into a 
reality and hope that we will be in a position to give our heads 
of state a progress report by the time of the Williamsburg 
Summit. 
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COMMERCIAL SYNTHETIC FUELS ACTIVITIES 

Coal Gasification 

o Fourteen 1000-ton per day Lurgi fixed-bed gasifiers at 
the Great Plains Coal Gasification Plant under 
construction in North Dakota (12 of which will operate 
during full production with two kept on standby); 
start up underway; full production of high-Btus, 
pipeline gas - December 1984. 

o Two 900-ton per day Texaco entrained bed gasifiers, 
which are now in operation at the Tennessee Eastman 
coal-to-methanol facility in Kingspoint, Tenn.; 
currently operating. 

o Two 1000-ton per day Texaco entrained bed gasifiers 
are being installed at the Cool Water 
gasification/cbmbined cycle plant under construction 
at Daggett, Calif.; planned operation: May 1984. 

o A 600-ton per day 1<.ilnGas horizontal rotating gasifier 
now in startup at the Wood-River Power Station near 
Alton, Illinois; to produce low-Btu gas for power 
generation; privately financed. 

o A 800-ton per day Dowsyn entrained bed gasifier pilot 
plant now in operation at Dow Chemical Company's 
demonstration unit in Louisiana; privately financed. 

Oil Shale 

o Union I, constructed by Union Oil of California; 
located in Parachute, CO; production of 10,500 barrels 
per day of hydrotreated shale oil; has a $0.4 billion 
price guarantee transferred to the U.S. Synthetic 
Fuels Corporation from DOE; start up underway. 

o Union II; expansion of Union I project; located in 
Parachute, CO. has a planned production of 42,152 
barrels per day of hydrotreated shale oil; planned 
operation 1990-1994. 

o Cathedral Bluffs, a joint project of Occidental, Inc. 
and Tenneco, Inc.; located in Rio Blanco County, CO.; 
production of 14,000 barrels per day of hydrotreated 
shale oil. Letter of intent signed for a loan 
guarantee and price guarantee in the amount of $2.9 
billion; planned operation: 1988 (underground 
retorting); 1987 (above ground retorting). 
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Tl: LAAAV kELLEV, A GUEST AT THE WATEAGATE HITEL 
FAIM: MEAt TAEAtWELL 

LAAAV, Wt AAE ,uTTING TIGETHfA AN •NNIUNCEMENT flft WEINEStAY. 
FAIM tUA ENt, WE ARE NAMINu WALTER J. HICKEL, LIAEN LIUNSBUAY, 
WILLIAM A. EGAN, lNt WILLIAM BITTNER Tt THE BIAAt IF tlAECTIAS. THE 
ANNIUNCEMENT WILL HAVE YIU, ,EN, BILL BLACKLEtGE, lNt l.k. LUtWIG'S 
GUY ALSI IN THE BtAAt. I Will CALL WILStN TIM ftAtW Tl GET HIS NAME. 

IF VtU HAVE A CHANCE WHILE YIU AAE THEftE IN WASHINGTIN, WALLY 
SUGGESTS YIU CALL ANI SEE AtN BIRCH lNt ERIC EISEN (202) 650-5800. 

THE ftLLtWING STATEMENT IS FIA YIU Tl tELIVEft Tl NIAM BAILEY. 

MEM IAANtUM 

AI VANTAGES IF NtftTH SLt,E GAS EX,tAT Tl AMEftlCA lNt JA,AN 

MIAE THAN 26 TAILLIIN CUBIC FEET IF NATURAL GAS IS AVAILABLE IN THE 
NIATH Slt,E IF ALASKA. SINCE tlSCIVEAY IN 1068 THE UNSilVEI ,~tBLEM 
HAS BEEN HtW ii GET THAT GAS TO MARKET. 

A AIUTE ACRISS ALASKA WIULI MAKE THE GAS AVAILABLE FIA MARKETS IN THE 
,acIFIC AIM ANI IN THE UNITEI STATES. SUBSTANTIAL BENEFITS WOULI 
l(CAUE Tt BtTH JA,AN lNt THE UNITEt STATES lf 81TH CIUNTRIES 
Ct t ,EA&TE IN NtRTH Slt,E GAS tEVELl,MENT. 

BE NEFITS Tl JA,AN 

AMERICAN su,,LY STABILITY: 

1. A CIMMITMENT Tt ,uACHASE NIATH SLl,E GAS WIULt CAEATE l LING­
Tf~M ~TABLE ENERGY AELATIINSHI, WITH THE UNlTEt STATES THAT ttES 
NIT EXIST TltAY. IT WILL STRENGTHEN TIES · BE1WEEN THE TWt NlTllNS. 
ftlt JA~AN, IT WIULt RE,ltESE~T TAAIE W·ITH THE MIST STABLE IF ,tTENTIAL 

·Su-tt,L IE 11$ FIR LNG. 



HELP Tl BALANCE TAAtE: 

2. BALANCE If TAAtE PfttBLEMS BEiWEEN THE UNITEt STATES ANt JAPAN 
ceuL• BE SIGNIFICAN~LY tEtUCft WITH. MAJtft TA•tE IN NATUftAL GAS. 

ENVIAINMENTAL IPPIRTUNITY: 

3. THE AVAILABILITY IF LARGE UNUSEt SUPPLIES CIMBINEt WITH AMERICA'S 
AEAtlNESS Tt SELL REPRESENTS AN IPPtATUNIT¥ ·FIA JAPAN Tl INCREASE THE 
SMALL ,EACENTAGE AILf · LkG HAS IN ITS MIX ~F ~UElS. THE IPPIATUNITY Tl 
NE~ITIATE A PRICE CIMPETITIVE WITH tTHEA FUELS Wll~ ALltW JAPAN Tl 
USE CLEAN-BURNING lNG AT A ·TIME WHEN CINCE~N ABtUT THE ENVIRONMENTAL 
IMPACT IF ITHEA FUELS IS RISING. 

CIMMERClAL tPPtATUNITY: 

4. JIINT tEVELIPMENT IF THE TAANSPIATAT!IN SYSTEM ENVlSIINEt WIULt 
MAkE JAPANESE CIMPAN!ES A PARTNER IN THE LARGEST PRIVATE CINSTAUCTIIN 

- PRIJECT EVER BUILT. CIMMEACIAL tPPtATUNI1IE ·S ASStCIATEt WITH THIS 
PAIJECT &AE VIRTUALLY U~NUMBEREt. · •T THE SAME TIME, IN CIMPAAISIN 
T I I T H E A P I T E N T I A L L N G S I U A C E S , H V E L .. P·M E-N T ·· I S- N I T t E P E N IH N T S O L E L Y 
IN JAPANESE FINANCING~ 

ITHEA ENERGY SUPPLIES: 

5. NEW tIL SUPPLIES MAtE AVAILABLE BY THE CINSTRUCTIIN IF A GAS 
TRANSPIRTATIIN SYSTEM WtULt BE AN AltITIINAL StURCE Gf SECUAE ENERGY 
FIA JAPAN. PRESENTLY, Ill EXPLGAATltN IS SLIW IN &MEftlCA'S HIGHEST 
PITENTIAL ENEftGY REGIIN, ALASKA, tUE Tl THE LACK IF A GAS TAANSPtAT­
ATltN SYSTEM ANt THE HIGH PAIBABlLITIES THAT GAS WILL BE ftUNt WITH 
Ill. AS NEW Ill CtMES IN LINE WITH EX,LIRlTltN , THEAE IS• STAING 
,,ssIBILliY THAT Ill WIUL I BE SIUGHT BY JAPAN. JIINT Ill tEVELIPMENT 
BETWEEN THE TWt NATllNS IN AMERICAN Sill IS MltE MIRE LIKELY. 

BENEFITS Tl THE UNlTEt STATES: 

NEW ENEAGY suP,LIES: 

1. FAILURE Tl ESTABLISH A GAS TRANS,tATATIIN 
SYSTEM tff THE NtRTH SLt,E If ALASkA HAS RESULTEt IN taM,ENEt 
INTEREST IN EX,LIAATIIN IN THE AAEA. THE LIKELIHllt TH AT uAS WILL 
BE FIUNt IN CEAiA!N TAACTS HAS llWEREt THE EXPECTEt VALUE Tl THE 
EXTENT THAT tAILLlNG HAS NIT TAKEN ,LACE lN ,AtMISJNG AREAS. WlTHIUi 
A TRANS,tATATIIN SYSTEM, GAS MUST BE AEINJECTEt, A CISTLY PAICESS. 

HIGHEA FEtEAAL LEASING AEVENUES: 

2.lESS THAN THE BEST AEVENUES FAIM fEtEAAL ANt STATE LEASING ,AtGAAMS 
ARE BEING AECEIVEt BECAUSE BitS AAE BEING tlSCIUNTEt BY THE EX,ECTEt 
CIST . IF GAS AEINJECT!tN. 
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HELi' Tl BALANCE T«•tE: 

3. AMERICA'S CINTINUlNG TRAIE IIFFICULTIES 
WITH JAptAN, RESULTING FAIM A LAAGE BALANCE IF TRAIE tEFICIT 
WITH THAT CfUNTRY, CAN BE HELl'Et WITH ENERGY EX,tRTS FRIM ALASKA, 
HAVING ECtNIMIC VALUE IN THE BILLllNS IF ttLLARS l'EA Ytai. 

N~TIINAL SECURITY: 

4. WHILE UNITEt STATES ,tLICY HAS CtNFlNEt ALASKA 
ENERGY tEVELll'M[NT Tl MEET INLY o.s~ tEMANt " FtA ENERGY, EXl'IRT 
l'tLICIES IF ALASKA'S NEIGHSIRS IN THE l'ACIFIC ltlM, INCLUtlNG THE 
SIVIET UNIIN, ARE ANSWERING THE NEE-St~ Jl~AN ANt ASIAN NEWLY 
INtUSTRIALIZEt N&TIINS. tVER A LtNG ,ERltt IF TIME, THE EFFECT IF 
SUCH TR•tE CAN . BE Tl CREATE STRINGER ALLIANCES ,1TENTIALLY AT ltlS 
W I T H T H E I N TE R E S T S I F T HE . lfN 1 T E t . S ·r l i E S • . 

TAANSl'IRTATltN EFFICIENCY: 

5. GIVEN WIRLt MARKETS, THE TltEWATER 
RtUTE IS EFFICIENT~ TI.AY~ - •L~SKA 1 S Ill GIES EAST THRIUGH THE l'ANAMA 
CANAL TIWARt GULF tf · ~EXICI JEFINEAIES -- ~HlL£- MEllt~l •IL FIUNl lN · THE 
G U L F H E l t S WE S T T I W A .A t -J A I' A N .' l S Hfl l A A ---1 N E "F f IC IE N T C lit C L E S T l N t S T t 
BE tAAWN IF ALASKA G&S IS FtRCEt THRIUGH ALBERTA TIWAAt CHICAGI WHILE 
CANAtIAN <>•S, UNtER A CURRENTLY l'ENtlNG EXpttltT p·fttll't·s -AL";- WIUlt LEAVE 
ALBERTA IN THE ·o,-l'tSIT 'Ctl~-ECTltN· ·,1 -- B~lTISli CILUMBIA ANt THEN 
VE~TUAE BY SHt,-~tRlSS T~E GULF IF ALASKA Tl JA,AN. 

ECI NIMIC GRIWTH: 

6. GtVERNMENT ACTltN Tl s,uR THE NATIIN'S ECtNtMY 
SHtULI NIT STt, WITH TAXING ANt s,ENtlNG l'tLICIES: • REGULltlRY 
tEClSIIN AT THE HIGHEST GtVERNMENT LlVELS "Tl l'ERMIT T~lS ·,«tJECT, 
HEL' MARKET THE" G~s-~ &NI Tl INCREASE ENERGY ex,LtRATltN WITH ITS 
CtM,LETIIN CAN STIMULATE THl ECINtMrc · GRIWTH ·~ THE ' NATltN WlTHIUT 
THE U-SE IF FEaER)V Fu~as. -
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