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STATEMENT OF SPARK M. MATSUNAGA, MEMBER OF CONGRESS FROM HAWAII,
ON THE OIL IMPORT CONTROL PROGRAM AS IT AFFECTS THE PETROCHEMICAL
INDUSTRY IN HAWAII, BEFORE THE JOINT INTERIOR-COMMERCE COMMITTEE

October 28, 1965

Mr. Chairman and members of the Joint Coomittee, I thank you

for this opportunity of appearing before you and expressing my views

with respect to the 0Oil Import Control program as it affects the

domestic petrochemical industry in the State of Hawaii.

I wish to state at the outset that the distinguished Senator
from Hawaii, the Honorable Daniel K. Inouye, is unable to appear
before this Committee today. However, he has asked me to inform
this Cormittee that he would like to associate himself, for
purposes of the record, with the testimony I am prepared to present.

Mr. Chairman, the very nature of the subject matter of these
hearings is such that we can validly assume that the members of the
Committee already know a great deal more about import controls on
petrochemical feedstocks thari I would be able to grasp if I were to
devote all of my waking moments, from now to the opening of the
second session of the 89th Congress, to a study of such controls. My
purpose in appearing before this Committee, therefore, is simply to
urge that in your consideration of import controls on petrochemical
feedstocks the State of Hawaii be treated:fairly along with the éther

States of the Union.




Fair treatment would necessarily involve consideration of
unique circumstances surrounding any state. Studies and actual
operations have shown that the production of petrochemicals in
Hawaii is economically feasible. Because of the state's unique
central Pacific location, foreign petroleum could be shipped to
Hawaii at a lower cost than to any point along the West Coast.

The easing of import controls.on oil products used as petrochemical
feedstocks would permit Hawaii to obtain less expensive foreign
feedstock by tapping thé stream of foreign petroleum moving across
the Pacific to the West Coast.

To illustrate our present situation in this connection, I should
like to cite the example of the one and only gas company that we
have in Honolulu. The Honolulu Gas Company's ges manufacturing plant
processes approximately 23 million gallons of oil per year. This
feedstock, derived from imported foreign crude 0il, is purchased in
toto from the Hawaii refinery of a major West Coast 0il company.

The state's only gas utility is’therefore,compelled to rely upon only
one source of supply and one supplier which has its crude oil shipped
in by tankers. This is clearly contrary to the goal sought by the
establishment and maintenance of Mandatory 0il Import Controls, that
is, to foster overland sources of oil supply in order to avoid the
Vulnerability of tankers to submarine attack in times of emergency.
In the continental United States, national security could be

strengthened by users purchasing oil that can be delivered by tank




car or pipeline instead of by ship. However, no such condition exists
in Hawaii, and regardless of source, oil must be imported by ship
over long stretches of international waters. Because of Hawaii's
offshore location, therefore, its economy could better be protected
by permitting the importation of oil from foreign sources via
multiple shipping lanes.

Where military requirements are concerned it appears that the
Federal Government has reached this same conclusion because the
U. S. Navy, a large consumer of oil in Hawaii, has for many years
been using foreign sources for its supply. If the Navy is satisfied
that foreign sources of oil are secure for its usage, then it is
obvious that these sources are equally secure for Hawaii's civilian
economy .

Mr. Chairman, in the event that Hawaii is permitted to import
foreign feedstocks, the substantial cost savings would make the produc-
tion of larger quantities of exportable petrochemicals economically
feasible. The availability of large quantities of locally produced
Petrochemical raw materials at more economical price levels would
engender further conversion of these products to industrial and con-
sumer products in local satellite plants. This would open up an
entirely new industry in Hawaii, one that the state could develop to

the fullest in its role as a center for international trade.




At present, Honolulu Gas Company's processing of feedstock
consists of thermally cracking the 0il to extinction, producing about
17 million therms of fuel gas and 8-1/2 million gallons of aromatic
liquid products as follows:

1. Oil-gas tar - 2-1/2 million gallons per year;

2. Fuel tar - 3-1/2 million gallons per year;

3. Benzene - 1-1/2 million gallons per year; and

L. Mixture of toluol and xylol - 1 million gallons per year.

Hawaii's gas plant is currently operating at less than capacity
because there is only a limited market for its products at the
prices required to make production practical. Its entire output
is made from domestically priced foreign oil priced at $2.605/bbl
exclusive of taxes, because foreign oil at world prices and
inexpensive domestic refined o0il are not available in Hawaeii.
Consequently, all of Hawaii's products must be sold within the
premium U. S. market. Hawaii therefore cannot economically compete
on the world market with foreign producers of similar chemicals
derived from less expensive foreign crude oil and coal, nor with
mainland producers of similar products derived from less expensive
raw materials,

A quota-free, unfinished or crude foreign oil feedstoeck could
be landed in Hawaii at a considerably lower price of $2.00 - $2.25/bbl,
making practical the economical production of larger quantities of

polyethylene, benzene, toluol-xylol, and tar for export marketing.




Depending upon the type of oil used, the production of these or
related aromatic chemicals could be almost doubled with very little
change in Hawaii's cracking plant or process.

Output of liquid by-product petrochemical intermediates would
also be increased substantially as an economic result of the
reduced feedstock costs, and the availability of these products will
stimulate the construction of processing and fabricating facilities
in Honolulu.

Mr. Chairman, Hawaii's insular position gives the state many
advantages in today's world of commerce. On the other hand, there
are also certain limitations which we are trying our beat to overcome.
An example of the latter is the difficulty of starting new industries
which are needed in the Island State. The petrochemical industry,
however, is one that I know will succeed in Haewaii and give its
economy & substantial boost.

Mr. Chairman and members of the Committee, for the reasons I
have stated, I respectfully urge that import controls be eased to
permit the State of Hawaii to obtain less expensive foreign feedstock
to develop a much-needed petrochemical industry.

Thank you very much.
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