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Transneft Director Semyon Vainshtock
tried to fight a rear-guard battle, insisting
that what was bad for Transneft was bad for
Russia, but the pipeline consortium, headed
by Russian Sergei Gnatchenko and assisted
by Chevron’s Fred Nelson, the consortium’s
deputy general director for projects, argued
that Russia stood to gain from the added
production in a non-zero-sum game.

That was just the beginning.

ROCKY ROAD SO FAR

“We had to go through five Russian local
governments,”” Mr. Nelson said recently. ‘It
wasn’t always easy.”’

Twice, customs disputes halted the flow of
the oil at the Russia-Kazakhstan border.

This year, the biggest dispute among CPC
members turned ugly and public when it de-
railed the opening ceremony that had been
scheduled for Aug. 6 with the Russian and
Kazakh presidents in attendance.

Tengiz oil, until the pipeline was built, was
exported entirely through Russia and mostly
by rail.

Part of its highly prized light ‘‘sweet”
crude (which sells for up to a dollar a barrel
more than Brent, the benchmark crude oil)
was mixed along the way with less desirable
Russian crudes to make ‘‘Urals Blend,”
which trades at nearly a dollar below Brent.

“The Russians got a free ride for years,”
said a diplomat familiar with the situation.

But for the pipeline, Chevron insisted on
instituting what is called a quality bank—a
system penalizing those who would add low-
quality crude to the mostly Tengiz CPC
Blend.

Quality banks are used in most places in
the world where low- and high-quality crude
oils are blended in pipelines, but the Russian
partners relented only three days before the
planned inauguration date, which was to co-
incide with the loading of the first tanker.
The ceremony already had been canceled.

Then, the port authority of Novorossiisk
extended its jurisdiction to the deserted
piece of coast where holding tanks are buried
near the end of the pipeline. There is no port:
floating hoses are used to fill tankers
moored offshore.

The move allowed the port authorities to
demand a hefty port tax. Negotiations
caused further delays. Eventually, said oil
analyst Ivan Mazalov at Troika Dialog in
Moscow, ‘“‘They were bargained down quite a
bit.”

Other delays pushed back the date of the
loading of the first tanker to Oct 13.

By the time all the difficulties were ironed
out, five fully loaded tankers had weighed
anchor and sailed over the Black Sea to the
Bosphorus Strait, across the Sea of
Marmara, through the Dardanelles to the
Mediterranean Sea, and on to refineries in
Europe.

A sixth one was loading when the cere-
mony took place.

CHEVRON GAMBLED, WON

While Russia and the United States ended
up represented by deputy ministers, Chev-
ron-Texaco sent Chairman David O’Reilly
and the incoming and outgoing vice chair-
men of the world’s fourth-largest oil com-
pany.

That was not surprising: Both the pipeline
and the giant oil field it serves are Chevron’s
babies, multibillion-dollar gambles that fi-
nally are paying off. As the foreign biggest
investment in the former Soviet Union, oil
field and pipeline are testimony that with
perseverance, Westerners and Russians can
work together.

““CPC is a bellwether project for successful
international cooperation,” Mr. O’Reilly re-
portedly said at the ceremony. “‘It dem-
onstrates the confidence the international
business community has to invest in Russia
and Kazakhstan.”

CONGRESSIONAL RECORD — Extensions of Remarks

But if Russia, Kazakhstan and world con-
sumers can join Chevron in rejoicing at the
pipeline’s completion, Turkey has exhibited
mostly concern.

The extra tankers carrying Tengiz oil,
which eventually will number three a week,
will further clog the Bosphorus Strait that
bisects Istanbul and increase the chances
that the city of 12 million people some day
will have to cope with a major oil spill or
even a fire.

But turkey is committed to upholding the
1936 Montreux Agreement and, barring a ca-
tastrophe, Caspian oil will be able to navi-
gate the strait to reach European markets
for the foreseeable future, analysts say.
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Mr. SPRATT. Mr. Speaker, President Bush
claims that his administration has “brought
sorely needed fiscal discipline to Washington.”
The same day, his budget director warns us
not to expect another surplus until 2005, after
the president’s first term is over. If this is fiscal
discipline, it has an odd bottom line.

President Bush took office with an advan-
tage no president in recent times has enjoyed:
a budget in surplus. Ten days after his inau-
gural, the Congressional Budget Office pro-
jected a surplus of $313 billion in fiscal 2002,
and over ten years, a cumulative surplus of
$5.6 trillion. More than half of that has van-
ished. The Director of the Office of Manage-
ment and Budget, Mitchell Daniels, blames the
economy, extra spending, the fight against ter-
rorism—everything but tax cuts.

Last month, economists on the House and
Senate Budget Committees updated their esti-
mates of the economy and budget. Their anal-
ysis is as close as you can get to a consensus
on where we stand now. They show that over
ten years the tax cut takes a toll of $1.7 trillion
on the budget and accounts for 55 percent of
the depletion in the surplus. Spending related
to the war on terrorism, initiated after Sep-
tember 11, takes another 11 percent. Other
spending increases take 11 percent, and of
that, the President’s request for defense con-
stitutes two-thirds. The remaining 23 percent
is due to the economy.

The economy is a major factor over the next
two years. But as the economy recover, its
drain on the budget tapers off. The President’s
tax cuts get bigger.

Budget Committee estimates show a re-
maining surplus over ten years of $2.6 trillion,
but virtually all comes from the Social Security
Trust Fund, which everyone has sworn not to
touch; and most of that is concentrated in fu-
ture years where the outlook is very uncertain.
When the President submits next year's budg-
et in February, an updated forecast of the
economy will come with it, and the $2.6 trillion
surplus will surely shrink again. Mr. Daniels no
doubt had that forecast in hand when he
warned of the vanishing surplus.

The Budget Committee estimates were put
together as part of a bipartisan search for
common ground. Leaders on Budget, Finance,
and Ways and Means met to settle on policies
to stimulate the economy. We settled instead
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for a statement of principles. We agreed that
stimulus was needed but that it should be
short-lived, to avoid converting a cyclical
downswing into a structural deficit. We wanted
the budget to recover as the economy recov-
ers. The stimulus bill reported by Ways and
Means forsook these principles and proposed
more permanent tax cuts, with revenue losses
continuing long after the recession ends.

More than half of the surplus is gone, and
the plan to save the Social Security surpluses
and buy back government bonds is in grave
doubt. But the administration seems to find no
lesson in these results. On the same day Mr.
Daniels made his gloomy prediction, the White
House renewed discussions on a stimulus
plan, and afterwards told the media that repeal
of the corporate alternative minimum tax had
to be part of any stimulus plan the President
signed. In the short run, this will not help the
economy; in the long run, it will not help the
budget. In all events, it begs the question:
How will we pay for the war on terrorism, for
homeland defense, for reinsurance of terrorist
damages, for victims’ compensation, and for
that matter, for the baby boomers’ retirement?

No one is blaming the administration for the
recession, but it can be faulted for ignoring the
clouds and betting the budget on a blue-sky
forecast. We warned that its budget had no
margin for error if the projections it was based
upon failed to pan out. We warned that the tax
cuts left little room for other priorities, like
Medicare drug coverage or the solvency of
Social Security. The administration acted as if
we could have it all. Now that it's clear we
can't, it seems as unwilling as ever to recast
its budget. This is not fiscal discipline; this fis-
cal denial.

If the administration wants to put the econ-
omy and the budget back on path, it has to
heed the lessons of the last ten months and
acknowledge that the underpinnings of its
budget no longer hold.

——————
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Mr. RAHALL. Mr. Speaker, the Rev. Martin
Luther King Jr., once declared. “A nation or
civilization that continues to produce soft-
minded men purchases its own spiritual death
on the installment plan.” Dr. King devoted his
life to improving the minds—and the hearts
and souls—of all Americans. That work con-
tinues today at Marshall University.

For the fourth time in five years, the Cor-
poration of National Service has awarded Mar-
shall the Martin Luther King Day of Service
Grant. It testifies to the energy and efficacy of
their efforts. Their work endows children and
adults of all creeds and races with a sense of
social justice and a commitment of civil rights.

Their January celebration of Dr. King's life
and legacy epitomizes the purpose of this na-
tional holiday embodies his belief in public
service. But just as Dr. King's teaching was
not bounded by the walls of his church, Mar-
shall's work in his spirit is not restricted to only
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