
THE JONES ACT 

By Sally Sadd ler 

T
he final report of the Alaska Statehood Commisgion ·tales that 
"repea l of the Jones Act will serve Alaska's a nd the nation' interest. " 
In response to this recommendation, Alaska Senate Joi nt Resolution 

No . 13, of the thirtee nth legislature, urges Congress to repeal this act. 

TIlE JONES ACT 

Sect ion 27 of the Merc hant Marine Act of 1920, commonly known as the 
Jones Act, regulate' trade between American ports . Domestic trade is 
res tricted to vessels bu ilt and registered in the Un ited States, and owned and 
operated by Americans . Protection of domest ic trade from foreign flag 
ve!>sels has existed in vari ous for ms since late 1790 and is intended to promote 
an d ma in tain a strong domestic merchant ma rine fleet. Then~ are two 
underly ing reasons for main taining a domestic fleet. 

* 	 F r the econ omic good of the nation (protection from "unfair" 
fore ign competitio n) 

.. 	 For the benefi t of nationa l security 

Ma ny, but not all , foreign countries res tr ict some form of merchant marine 
trade to na tional flag ships . Europea n countri es wi th re latively short 
coa st li ne ' do not widely rest ri ct t rade, b ut 'often inst itute financial aid and 
incentives to all segments of nationa ~ shipping. 

THE JON ES ACT FLEET 

According to the U.S . Ma riti me Admi nistra tio n, 326 of the 575 vessels in the 
Jones Act fleet accou nted for 61 % of a ll U.S . flag vesse l tonnage in Janua ry 
1982. Half of all vessels a re tan kers . Alth ough nearl y 30% of the U.S. fleet 
engaged in J ones Act trade opera te in Alaska, these 94 vesse ls account for half 
of total U. S . tonnage . Ninety-four percent of Alaska's Jones Act fl eet are 
tankers . 

ALASKA EXEMPTIONS FROM THE JONES ACT 

F oreign built , owned, and registered vessels can carry mercha nd ise between 
the contiguous states and Alaska if the cargo moves for a short dis tance on a 
Canadian rail line . Alaska benefits from the fact that the Vi rgin Islands a re 
exempt from the Jones Act; between 5 and 15% of Alaska oil shipments are 
made to a refinery in the Virgin Isla nds . The Virgin Islands are o ne of several 
islands in U. S. possession that are exempt from the Jones Act. 



La ws affecting trade in coastal waters ca n be cha nged using adm inistra tive 
wa ivers and legislative exempt ions wh ich are occasiona lly gra nted to 
ind ividua l shi ps. 

EFFECT OF THE JONES ACT ON ALASKA 

Virtually every ind ustry that imports or exports some type of good or service 
to the lower 48 is affected by the Jones Act. Capital costs of building U.S . flag 
vessels are estimated to be twice as high as their foreign flag cou nte rpa rts due 
to the combined effect of relat ively high U.S. labor costs, low productivity. 
and lack of competition as a cost red ucing incentive . Costs in manning U.S. 
flag vessels are a lso estima ted to be tw ice as high as foreign counterparts due 
to high la bor costs. Addi tiona lly, high labor costs increase the cost of vessel 
maintena nce and repair which must be made in the U.S. 

According to the Alas ka Sta te hood Com miss io n report , the Jones Ac 
burdens Alaska in several ways . 

• 	Red uces state oil reven ues by increasing transportation costs; state 
revenues which depend upo n the we ll-head price of oil wo uld increase 
if transpo rtation costs decreased. 

• 	Discourage development of new oil fie lds and minera l depos its by 
increasing the costs of gett ing prod ucts to ma rket. 

• 	Increases the cost of domest ic freight enteri ng Alaska making virtua ll y 
a ll cons umptio n of goods and serv ices highe r p riced tha n witho ut the 
Jones Act. 

REPEAL OF TH E JONES ACT 

In a report p repared for the Alaska Sta tehood Commission , Simat , Helliescn 
and Eichmer, Inc. sta tes "crude oil shipments from Valdez .. . acco unted fo r 
89.5% of Alaska's tota l po rt activi ty in 1979." T he oi l indust ry could be 
espec ially affec ted by the J ones Act due to oil dominance of Alaska 's 
wa t .rborne commerce. However, foregone sta te revenue may actually be the 
re ult of the Ex port Ad mi nistration Act of 1979 and the Transalaska Pi peline 
Authoriza tion Act of 1973 wh ich effectively ban expo rt of Nort h Sl ope o il to 
fo rei n countries. If export were permitted , Alaska oil, currently sh ipped to 
the U.S . Gu lf and East coasts, would probably be exp orted to Ja pan and 
other Pac ific Rim markets. Should this occur, the Jones Act would not a ffect 
Ala ka oil shipments outside the U.S. 

Crude ad p oducers own or ': ha ner the Alaska oi! tankers and a re committe' 
to pay off high transpo rtati on investment costs. As a result, transportat ioL 
cost s \-\'ou!d not immed iately fall upon repea! of f t c J ones Act. Additio nally , 
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Ario n T uss ing rep orts tbe incenti ve for oil prod ucers to seek transportation 
cost red uctions is "weak because the combina tion o f royalt ies and severance 
taxes , 'windfall profits' taxes, and federal and state income taxes leave the 
producers less than 10% of any increase in we ll -head prices stemming from 
lower ocean transport costs". 

The extent to wh ich the Jones Act d isco urages deve lopment of new oil fields 
and minera l deposits is di fficu lt to measure and affects only those resources 
that would be shipped to U.S . ports . High transportation costs to the U.S. 
tend to make fo r ign markets more attractive for Alaska products . 

An und isputable transporta tion cost penalty di sproportionately affects 
Alaska to the extent that we rely more heavily on wate r transportat ion tban 
most of the U. S . (Development of a lternate transportation modes in the rest 
of the U.S . may ha ve been boosted by high costs imposed by the Jone, Act. ) 
However, it is d ifficult to measure the impact of transportation costs on 
general me rcha nd ise im po rts (exclud ing crude o il, A laska's exports to the 
U.S . a re min or) . 

A rl on T ussi ng states that " the method by which shippers could c ircu mvent 
J ones Ac t cost pena lties a re virtually unexploited" and , that th is su pports the 
co ntenti on tha t "these pena lties are insig nifican t". 

Rep al of t he J ones Act may red uce trans po rtat ion costs ifforeign owned and 
operated vesse ls enter the Alaska market . Outr ight re pea l wo uld displace 
b th Alaska and U.S . employment. Use of foreig n bu il t vesse ls owned and 
operated by the U. S . could red uce tra nsportatio n costs to Alaska consumers 
whi le protect ing both Alaska a nd U.S . wate r transportation related employ
ment. 

MI SCELL A NEO US ISSUES 

T he Alaska S ta tehood Commissi on fa iled to address the impact of the Jones 
Act o n the Alas ka Ma rine Highway Transportation Syste m. Use of foreig n 
built vessels is pro hibited . If allowed. Alaska could save half t he acquisition 
cost of new ferries . 

Repeal of the Jones Ac t could increase the nu mber of toursh ips to Alaska. 
Inc reased tourism on foreign shi ps would indirectly cont ribute to local 
Alaska economies. Re pea l wou ld not gua ra ntee an increase since the volume 
of passengers depends upon various fac to rs including ma rketing strategies, 
the co ndition of the nationa l economy, a nd fo reign exchange rates. Since 
many tours originate in California, fu rther stud y would be required to 
determine whether foreign tourships currently operating in Alaska abide by 
the Jones Act provisions that prohibit carrying passengers between U,S. 
ports. 
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C urrent nat ional senti men t that Alaska has excessive oi l wea lth could 
increase the d ifficul ty of repea ling the Jones Act part icu larly on the bas is of 
cos t penalties to Alas ka ns. An a mend ment to the J ones ActIO allow foreign 
bui lt vessels to be owned and operated between U.S. ports holds more 
pro mise. U.S, shi pbuilders would be most affected by th is a mendment, in 
add it ion to tnat po rtion of nonagricu ltural employment related t construc
tion of Jones Act fleets. Employment related to the construction of non-Jones 
Act vessels would not be affected so that the U.S. shipbuilding capacity would 
be p reserved for the benefit of nationa l security. 
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