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SURFACE TRANSPORTATION

December 8, 1985

Mr. Tom Colley, Editor

The Bluefield Daily Telegraph
412 Bland Street

Bluefield, West Virginia 24701

Dear Tom:

I would like to take this opportunity to respond to an article which
appeared in your December 1, 1985 issue, under the headline "Rahall blamed
for some coal woes". I must take exception to the headline which appeared
over the artiecle in that it would give the impression that my vote against
construction of a coal slurry pipeline is hindering our efforts to step up
our exporting of West Virginia coal. Nothing could be further from the
truth.

It is ironic that the Slurry Technology Association chose to take me to
task for my vote against coal slurry legislation in 1983 based on an
argument that pipelines would facilitate U.S. coal exports. This, among all
other arguments that are made in support of slurry pipelines, is the most
far-fetched.

First off, there are no port facilities of which I am aware capable of
loading slurry coal onto international coal vessels. Secondly, there are no
coal-carrying ships of which I am aware capable of transporting coal in its
slurried form. Thirdly, nobody is going to build a coal slurry pipeline
unless long-term coal contracts are already in place. In this regard, I
know of very few long-term contracts for U.S. export coal. In addition, to
believe southern West Virginia would be served by a pipeline with the
tremendous cost involved is indeeed a pipe-dream.

THIS STATIONERY PRINTED-ON PAPER MADE WITH RECYCLED FIBERS



I imagine that Mr. Serkin would respond that if the coal slurry
legislation was approved, the private sector would rush to construct slurry
coal loading facilities, would construct ocean-going vessels capable of
transporting slurry coal and, as such, be able to negotiate long-term coal
contracts with foreign buyers to purchase this coal slurry.

This, of course, is a pipe-dream. At present, and in the foreseeable
future, coal export facilities at ports such as those in Hampton Roads are,
and will be, underutilized. Who in their right mind would construct new
capacity at this time? 1In addition, most U.S. coal exports are shipped on
non-U.S. flag vessels which means that the Japanese and other foreign U.S,
coal buyers would have to be convinced to construct ships capable of moving
slurried coal. This would be extremely difficult to do when these nations
are not looking to buy slurry coal and do not have the facilities in place
at their electric utility and steel plants to accommodate coal slurry.

Be that as it may, coal slurry pipelines are anti-coal industry and
coal employment and would reduce the competitiveness of our coal. This fact
has become apparent to me after sitting through years of Congressional
hearings on coal slurry eminent domain legislation, and examining the
financial backers of the pro-coal slurry lobby. West Virgnia coal is far
from their number one priority.

There is no doubt in my mind that coal slurry pipelines would
contribute to the demise of the small and independent coal producer and
would hurt the majority of coal operators. A few large cozl companies
relatively close to the origin of a coal slurry pipeline would be able to
keep the pipeline filled. Economically, the pipeline companies would
attempt to keep transportation contractions administered to a minimum number,
Moreover, electric utilities receiving coal from a pipeline would do so
under long-term contracts with coal suppliers. Unfortunately, few if any
users of coal will sign long-term contracts with small coal producers.

Pipelines have a finite capacity. Once they are filled that is it --
no other coal producers could tap into them. As such, these pipelines would
accommodate only a very few of the largest coal producers, leaving the
majority of the industry out in the cold. Those producers not tapped into
the pipeline would pay dearly for this situation as they would be more
captive than ever to the railroads. 1In an area served by a pipeline, as the
railroads lose revenue and traffic from large coal producers using the
pipeline, they will raise rates on the remaining producers who are unable to
tap into the pipeline in order to make up for lost business. Such increases
in railroad transportation rates and even the loss of transportation due to
rail 'line abandonments would eventually drive these coal producers out of
business.

This view has been substantiated by the highly respected Congressional
Budget Office which stated in 1982 that: "railroads may respond to the loss
of coal transportation revenue by raising rates for coal and other
commodities. "



During consideration of coal slurry legislation in 1983 other coal
organizations opposed the bill. The Cogzl QOperator of Beckley, West
Virginia, editorialized: "We do not believe the coal slurry pipelines would
be good for the entire coal industry. They would not help, but hurt,
production in the bulk of coal mining areas in our country." 1In addition,
the United Mineworkers of America and coal groups in Pennsylvania, Alabama
and Virginia all opposed the legislation.

I feel that your headline fails to portray an accurate assessment of
the true effect of coal slurry legislation on the coal industry here in West
Virginia. If anything, the Slurry Technology Association would be to blame
for coal's problems if coal slurry legislation was enacted by the Congress.

With warm regard, I am
Sincerely,

YAy v/ 4

NICK J. RAHALL, II
Member of Congress



FBouse of Representatives
Washington, B.E. 20515
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