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QHow ‘can oil compames complam about
high Alaska taxes when they still make exces-
sive profits on a worldwide basis?

AThe most common nusconceptxon about
the oil industry is that it- makes unfair profits.
Polls indicate about 75 percent of the people
in the U.S. believe oil company earnings are
too high. Most of these same people, however,
think we make much more than we do. A

recent poll showed the average American esti-

mates that oil companies make 16 cents on a
gallon of gasoline. Actually, for the industry

as a whole, petroleum and natural gas earnings

average only two to three cents per gallon of
sales. For Exxon, in 1976 they represented 24

cents per. gallon

QAren *t oil company profits much higher
than those of other companies?

ANo, they are not. One standard measure of

profitability is return on the stockholders’
equity—that is, the rate of return on capital

" invested by the owners of the business. On this.

basis, over the 10-year period of 1967-76, the
rate of return for oil companies averaged 13.8
percent, only slightly above the average of 13.1
percent for all U.S. manufacturing firms

“expected to cost

QBut how can you deny that oil industry

profits are out of line when Exxon Corpora-
tion alone made $2.4 billion in 1977?

Aln terms. of total dollars, $2.4 bllhon cer-
tainly is a large amount of money. It is quite
normal, however, for large companies to make
larger amounts of profit on a dollar basis than
smaller companies. To put éarnings in perspec-
tive, you have to consider them as a percentage
of revenue, or of the amount of capital em-
ployed in the business, or of some other
accepted measure. For instance, Exxon’s total
revenue in 1977 was $58 billion, which means
we made 4.2 cents on each dollar of revenue.
Most large businesses average about. 5 cents
on the dollar. If a small business had the
same return, it would have to sell $400,000
worth: of merchandise or services to make
$20,000 profit.

What did Exxon do wzth the $2, 4 billion

. earned in 1977?

AAbout half was dlstnbuted to more than
600,000 shareholders. Most of the rest was
invested to help develop new energy: ‘supplies,
or was used on other capital projects such as
plant expansion or modernization. Reduced
profits would make it increasingly difficult to
finance the investments. necessary to meet our

" nation’s energy needs.

You mentioned. the development of new
energy supplies. How much will that cost?

AOverall the U.S. oil industry is pro;ected
to spend an average of $25-$30 billion every
year through 1990 to develop new energy sup-
plies. This'is about two or three times its aver- -
age expenditures over the past decade. When
you consider that a single exploratory well in
Alaska might cost sxmls million and that
one production. glatform in the Bering Sea is
100-$200 million, you can see
the vital role that profits play in meeting our

- nation’s energy. needs. Profits provnde ‘both

energy and jobs. The famous union leader.

Samuel Gompers once put it this way: ““The
worst crime against working people is a com- |
pany which fails to operate at a prot" Bt
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