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Executive Summary

The American Petroleum Institute (API) is a prevatl and gas industry trade group that
makes public policy in the form of voluntary congrice standards, many of which are
ultimately written into federal law. These stardkahave an impact on everything from the
safety of working conditions for laborers and timpacts of exploration and drilling on the
natural environment, to the efficiency with whiakef can be supplied to the American and
global economies and the end-user cost of oil &sd ghis paper explores API's history, its
multiple functions within the industry, and its cm@ttions to government. It focuses on policy-
making processes and the level of democratic proeeeimployed in creating standards. A
comparison is made between API and the Australias Association to differentiate between
the role of private groups in public policymakimgthe United States, where such groups are
more prevalent, and the international arena. A&dinections to other standard-making bodies
and international associations are discussed ierdoddetermine who API’s stakeholders are,
whom the organization is ultimately accountableattd from where it derives legitimacy in its
ability to develop policies that its members, adl &g the greater international oil and gas
industry, voluntarily abide by. The study alsteatpts to support a hypothesis on the impact of
government involvement in standard-setting on tmalmer of viewpoints involved in API’s
policymaking process.

The American Petroleum Institute (API) is the mmtrade association, as well as the
foremost technical and public policy organizatifor,the oil and gas industry in the United
States. The organization is headquartered in Wgidn, D.C. and has offices in 33 state
capitals. API represents roughly 400 corporatiomduding ExxonMobil, Chevron, BP,
ConocoPhillips, and Halliburton Company. While AdPigages in lobbying activities to advance
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its interests in Washington, it also produces neteand, perhaps most importantly, generates
industry policy. Some of its policies are stricsigif-governing, but others are adopted by the
government and have very public effects on evemgtifiom environmental standards to worker
safety and, ultimately, the cost of producing (#melprice of consuming) oil and gas. The
membership base is made up entirely of industryaipes. API is funded through a system of
tiered membership dues and also earns income fiersale of its publications. API's
stakeholders, aside from its members, are the govant (including agencies and committees,
as well as contractors like NASA and NOA), non-memibdustry suppliers and service
companies, NGOs, and interest groups in areasasittie environment and agriculture,
chemical associations, and industrial energy users.

API1 was initially formed to fill a regulatory voidAfter World War |, then Secretary of
Commerce Herbert Hoover convened a group of ingussiders to address the issue of how to
better supply fuel to the economy. The war hadlted in shortages, and equipment couldn’t be
moved from site to site as needed to expedite rtheéugtion process, because the parts used in
drilling operations in one location often did noatch those used in another. There was no such
thing as “standard industry equipment” in placéhattime, so it fell to API to find a way to
make machinery interchangeable in order to streenthie industry’s services. The industry
needed to know that wherever it operated, equipnventd be available that was up to standard
and functioned in tandem with existing machinkry.

Today, API's primary role at the state and fed&regls is industry advocacy, or
lobbying. It also develops certification prograamsl continues to write consensus policies and
standards. Most of the 550 standards API maistaia voluntary, with companies compelled to
comply to maintain a good standing within the irtdgseduce liability, and avoid government
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scrutiny. Of course, API also touts the tangildeadfits of standardization, which include
reduced operating costs, increased efficiency fegoipment interchangeability, improved
environmental performance and safety, increaseabily, and improved product quality.
Another benefit is that the cost savings from ssadidation can be passed on to consumers,
ideally resulting in the development of greater lfutsust.

For manufacturers, a failure to comply with APIngtards leads to the natural
consequence of reduced demand for products, aatopewill seek to buy API-certified
equipment. When it comes to the API policies #ratadopted as laws by the government, the
consequences of noncompliance become more fornthlfines being a common penalty.
Perhaps the greatest reason for compliance, howievest that there are consequences for going
it alone, but the idea that API's member compan&swork together to set their own standards,
and that their collaboration will result in the éé&apment of more favorable regulations than
would otherwise be imposed by government committées this reason, APl advocates
deregulation in areas such as the environmentadlatds impacting the industry in favor of
creating a voluntary emissions code and self-gée@istandards.

API's members feel that the government is notféectve regulator, and they are often
frustrated by government regulations, such as teeemtion of industry access to domestic
energy resources or mandatory carbon dioxide eomsseductions. The industry often fears the
economic impacts of government regulations andrntipeactical operating procedures that
would result from outsiders making policies thalkefé to reflect real world conditions.
Standardization thus saves the industry the tingenaoney that would otherwise be spent trying
to interpret vague government regulations, andves the government the time and money it
would take to develop regulatory schemes for tdesiry?
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The Standardization Process

API's procedure for developing standards and notaf certification varies, but the
ultimate authority is the Executive Committee oarfsiardization (ECS), which is made up of
officers and members. ECS creates subcommittegsvielop standards. Subcommittees then
form task groups and work groups as needed to tigats items under consideration and draft
standards, which are then submitted to the greatezommittee for a vote. Only members can
serve on subcommittees, but task groups and waorkpgrcan include outsiders with specialized
knowledge. API has no public members, but any@amepetition to sit on a task or work group
provided they have a material interest in the omte@f a decision-making process, and anyone
can suggest that a standard be developed or revisiichate authority for writing a standard
into law rests with ECS once a standard has begroagd by a subcommittee.

API's members choose which committees to serveased on their interests, and send
teams of experts to help craft the standards tilbéwventually be submitted to a vote. API's
written procedures for standards development layshe requirements for due process:
“Participation in API standards activities is ofderall parties (persons and organizations) that
have a direct and material interest in the sulgéetstandard. Consideration shall be given to
the written views and objections of all participaand the right to appeal shall be made available
to adversely affected partied.Tt is unclear how the organization defines a&dirand material
interest,” or what the “consideration” of views a@itg. The main point is that technically anyone
can submit an idea for a standard to an API Stah8lasociate for consideration at the next
meeting of the appropriate subcommittee, and A&lhtd to seek broad input into its activities.
In attempting to define the types of parties thaghhhave an interest, the organization states
that, at minimum, it will give consideration to optor-users, manufacturers, and those with a
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general interest. In some cases, other interésgjoaes, such as government, academia, and
consultant/practitioner, may be established to nsake there are adequate levels of
representatiofi. However, there are limits on the number of petipd can be involved without
jeopardizing the efficiency of the process. Votreghains open only to members, and API
restricts participation in the development of certandustry-operating standards” that are
deemed not to be of concern to any party outsidethanization’s membership base.

When a proposal for a standard is accepted, gsgaed to a task group within a
subcommittee, which then forms work groups of ie$éed industry experts to revise or develop
new content for the standard. Once a consensusdeasreached within the work group, it must
be approved by the task group before coming tat@ mothe subcommittee. The task group can
send standards that it does not approve back twahle group for further development. Once
the standard comes before the subcommittee, membieryes or no and are free to include
comments in support of their position. “Any comrtgereceived must be resolved to the
satisfaction of the commenter, and in some casegeolutions require the item to be balloted
again.® Once a standard is approved by a majority oft#tig/oters and at least 2/3 of actual
voters, excluding abstentions, it is either puldslas a new or revised API standard.

API annually submits a list of its planned standaadtivities for publication in the
Federal Registeand makes provision for notifying “known interestearties” of its meetings,
intent to develop or make changes to standarddableadrafts of standards, comment
resolutions, and letter ballot approval procedtmestandards through use of appropriate media
or notices’ It writes standards with the expectation thatgbeernment may choose to adopt
any of them into law, though in reality certainratards have a greater likelihood of being

referenced than others.



An example of outside cooperation in the stanaaatting process is the engine oil
licensing and certification system (EOLCS), whistan ongoing API program. The
requirements for marketers to be able to use ABIrENOIl Quality Marks on their products
were supported by the International Lubricant Séadidation and Approval Committee (an
independent organization composed of automotivestrgl representatives Ford, GM,
DaimlerChrysler, and the Japan Automobile ManufatiAssociation), and the Engine
Manufacturers Association. In addition, technmatieties, such as the Society of Automotive
Engineers and the American Society for TestingMatkrials, as well as industry associations
like the American Chemistry Council, weighed inestablishing oil performance requirements
and testing methods A 2005 draft of its “Organization and Procedui@sStandardization of
Oilfield Equipment and Materials” makes it cleaattit is the policy of the API to cooperate
with international standardization bodies suchnésrhational Standard for Organization (ISO),
the Energy Institute (El) and the International ticgédnt Standardization and Approval
Committee (ILSAC). This requires adequate repriedgem by users, manufacturers, and API
staff, and close coordination of related API, 1St ather standards developing organizations
efforts.”

API's Role in a Democracy

APl is not a “democratic” institution in the trgense of the word, because it does not
have traditional public representation. In oradebé involved in writing or voting on standards,
API requires a certain expertise that the genaralip does not have. However, API's processes
are for the most part open to scrutiny by anyone wishes to inquire. Detailed notes of

subcommittee meetings are not kept, but brochurestahe organization and directions on how



to participate are available online, and all stadsl@re eventually published and offered for sale
on API's website.

There are several factors that limit public ac¢esaformation from APIl. One of these
is the cost of obtaining copies of standards oeiotélevant publications. API's information
group, APl EnCompass, has held the responsibdityabstracting and indexing API services and
making them available in print and online versibmanyone who wishes to inquire. Over the
years, they have offered broad coverage of thdabtaitechnical and patent literature on the
petroleum industry and controlled the databasesigir which information on published
standards can be purchased. When API first begaelltinformation, it took a cautious
approach, as previously this literature had beewed as a benefit of membership in the
organization and not as a way to generate addltrenanue. So initially, access was offered on
a subscription basis, with non-subscribers limttetivo hours of database usage per year and
subscribers offered unlimited access and nearly 88%ounts off the purchase price of available
literature. The subscription fees were high endigiliminate casual inquiries by the general
public, so only those with a direct connectiontte industry were likely to pay. While API has
softened its stance on the availability of inforimatsince EnCompass’ first foray into selling
information on the web, there still remains a distion between the prices paid by subscribers
and those paid by members of the general publio, avh charged upwards of $75 per standard.
Thus, while technically anyone is free to commentlee organization’s standards, as with many
private groups, APl does not work to inform the lpribf this option, and even those who know
about it are unlikely to pay the purchase prica ptiblished standard. This method of operation
has not been challenged, because average citirenszally unaware that API exists, let alone
that it is making policies for the oil and gas istiy that might affect the quality of the
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environment or petroleum prices in their neighbod® Unless someone is an industry insider
or has a vested interest in API's operations, treynot aware that they could or should weigh in
on the standard-making process during commentutsnlperiods, or that they could track
standards on API's committee websites as they gugh a series of revisions.

API also cannot be said to be an entirely unbiasgdnization. Its members have a
vested interest in encouraging greater exploraiwhproduction of oil and natural gas, even if it
means opening up controversial lands such as tbecAational Wildlife Refuge. API defends
the soaring profits of oil companies in the facaafion-wide concern over the rising price of
gas, and lobbies the government to stay out ofdfelation business to the greatest extent
possible. For example, in 1996, API called proposikand gas taxes “the greatest long term
threat to our industry” at its annual meeting atidrapted to convince the government not to
implement this policy tool* At the time, the U.S. had agreed to targets foncad) greenhouse
gasses in accordance with the UN Framework Conwemtn Climate Change, which API felt
would be tantamount to forcing deep cuts in theaismergy that would have dire economic
consequences. API's chairman, Lee Raymond, madstétement that “scientific evidence
remains inconclusive as to whether human activéfésct global climate...[and] it's a long and
dangerous leap to conclude that we should therefaréossil fuel use® Looking back, it
appears doubtful that API truly had the best irgeoé the nation and the future of the
environment in mind when it made fighting globah@te change regulations the number one
item on its agenda. However, API's lobbying a¢ies have always remained quite separate
from its standards-making procedures, which arertbee democratic and subsequently less
overtly biased of API's activities. Even so, thbugpme of its standards-making committees
encourage participation by outsiders such as adademwho would seem to be fairly neutral
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parties, these outsiders are often working on reedanded by organizations that have a vested
interest in the outcome. So it seems fair toastleall into question the motives behind the
writing of certain standards and whether or nosales of an issue are given a fair hearing
during the committee process.

Whether or not all of API's interests are in tlesbinterest of average Americans
depends on your point of view, but APl makes tlaénclthat the standards-making process is
rarely ever accused of being biased, becausesildigely outside the lobbying world and is
subject to international standards and regulatigkRl spokesperson Tim Sampson explains that
there is no bias when it comes to the technicaaeh involved. He says that the organization
does not take a “knee-jerk” reaction to its resediredings but relies only on sound science and
looks at all discoveries with a critical eye. Hwwg just like arguments over religion, there will
always be differences of opinion when it comeseidan principles, which may explain some of
the more prevalent criticisms of AP

Whether or not its research or standard-makinggz®es are biased, API does appear to
exhibit bias when weighing the interests of its awambership base in determining its agenda.
Members dealing with “downstream” issues, whicloiwe refining and the use of petroleum
products, generally find more support within APdthmembers dealing with “upstream” issues,
such as exploration and extraction of petroleumcases where a regulation may be good for
downstream companies and unwelcome for upstreanpaoies, API will support its
downstream members, in part because they comjpeserganization’s largest financial
sponsors. An example of this preference is thé& Z@ergy Policy Act, which took six years to
pass in Congress. Upstream members loved thiarlihad worked hard to make sure it
addressed their concerns. Downstream memberbgearttier hand, wanted to see the bill
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scrapped. API's press statements on the bill wareersally negative and focused on the
concerns of the downstream members, while igndhegraluable progress that had been made
on the upstream side. On this occasion, upstre&anpanies came very close to breaking ranks
with AP1.** One downstream company in particular, ExxonMalslally appears to be given
priority over all other members, which may be duéhe fact that it is API's largest spongor.

Aside from occasionally ignoring the concerns gegment of its own membership base,
APl is also not directly accountable to the Amemigeople. On the continuum of public
accountability, API falls under the category ofrev@te organization with no oversight, and
though the government can make suggestions totA®hrganization has no duty to accept
them. This could change quickly if API consistgnmdfused to cooperate with the government,
in which case the industry would likely face greagulation by government agencies. For
now though, its commitment to working in tandemha¢gulators has greatly reduced the threat
of formal oversight. While those affiliated withetlorganization say API cares deeply about
being a good corporate citizen and tries to pupfeeand safety first in everything it does, the
bottom line is that it succeeds or fails basednensiatisfaction of its members. One former API
lobbyist said that, at the end of the day, he dtety felt he was accountable to himself in that
he needed to feel he was doing the right thingt Buvas also accountable to his boss and to the
clients he worked for in the upstream (exploraton production) sector of the industry.

An Issue of Legitimacy

API receives its legitimacy from the fact thatvéis originally formed with government
consent in order to fill a regulatory void, andtics day, the government adopts many of its
standards. For instance, the Department of tiegitmts Minerals Management Committee
references over 80 API standards in its |AWEhe government often proposes API standards as
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well, with its greatest interest in standards dffersafety, equipment (for pollution prevention),
and measurement (to better keep track of its aasetexpected royalties from the amount of
production taking place). Yet API is not entirelghimlden to the government’s wishes. Roughly
50% of the time a new or revised standard is pregpdy an agency or government committee,
API disagrees with the need for change and attetoptsnvince the government to stick with
the status qud’

There are also laws that lend legitimacy to orgations like API. Put in place during
the Carter administration, presidential directif@snd in OMB Circular A-119, governing the
rule-making process, require government agenciasaandustry standards where they exist
rather than write their owh®Also, the National Technology Transfer and Advaneetct
“encourages use of industry consensus standargevu®rnment regulators, giving APl standards
committees a more direct role in this vital parst#ndardization’® Yet it could also be argued
that APl has earned its legitimacy over the yelarsugh a proven track record of its members’
commitment to work together, operate with integrégd serve the industry, the government,
and (in a wider sense) the greater public. APhpleyees are given ethical guidelines in the
form of policy statements that they must sign egedr, and in the opinion of one of its former
lobbyists, APl has a very capable, solid staff vehosnduct and standards-writing procedures
stand up to scrutin{’ Members’ compliance with standards lends an diegifimacy, as does
the fact that many of the major oil companies wrakenup API's backbone and provide most of
its funding often go above and beyond publisheddsteds to maintain their service
commitments to their respective communifies.

Of course, ultimately API’s legitimacy is in thgeeof the beholder. Certainly, it is seen
as a legitimate lobbying group for the oil & gadustry, but not everyone trusts its policy-
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making process or the motives of its members aaffl sin his documentary, “An Inconvenient
Truth,” Al Gore notes that an API advocate nameiif?@ooney, who was hired by the Bush
administration to be the Chief of Staff on the Rtest's Council on Environmental Quality, was
eventually forced to resign after some unfavorailiés he had made to statements on global
warming became public. This particular gentlemas & lawyer by training and had no
scientific expertise, yet he had crossed out mbdteodamaging evidence cited by reputable
scientists to prove the existence of this phenomer@nce he left the administration, he
immediately went to work for an APl member compdayxonMobil. While this is just one
example and may not be representative of API anldltbyists, it illustrates why certain
members of the government question the oil & gdsstry’s ethics and commitment to sound
science.

API has been accredited by the American Natiotehdards Institute (ANSI), a private
not-for-profit organization that “coordinates theveélopment and use of voluntary consensus
standards in the United States and representetasrand views of U.S. stakeholders in
standardization forums around the gloBe. APl must meet ANSI’s criteria for consensus,
balance, and due process, which were developéedebgaalition of government agencies,
companies, organizations, academic and interndtimthes, and individuals that make up
ANSI's membership. In part because ANSI is the.Wepresentative to the International
Organization for Standardization, API's standandsracognized overseas. In fact, APl is seen
as the leader in standard-making amongst the eierral oil and gas community. In 2004, API
became the Principal United Nations Standard Ptscarad Services Code Representative of the
Oil and Natural Gas Industry, which gave it thehawity to develop voluntary global
classification standards for the UN Developmengram?®*
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API's Role in a Global Marketplace

API has no true counterpart in the internatiomaha, though its members engage in
global exploration and energy production. Farhsa large industry, having more than one
main source of standards would be inefficient amafesing. The standards created by APl are
thus largely accepted worldwide. API runs the eegrat for a group called the International
Standards Organization (ISO), whose members remraseriety of countries. The ISO’s
standard-writing committee adopts many of API'sxd&ds, rather than asking each country to
develop its owrf? An example of another country using API's bluepitn€hina. The China
Petroleum Technology and Development CorporatidAT({@C) has recently announced its
cooperation with API in the production of promot@m@and educational materials for Chinese
groups interested in adopting API's standards anmtification programs. An understanding of
API's framework is important for CPTDC, becauseythee a foreign trade company that
manufactures petroleum and petrochemical equiparahtechnology. In order to effectively
engage in export and operate transnationally, tieeyl to follow API standards to ensure the
safety of their products and reduce negative enumental impacts. Similarly, API works with
an international organization, the Internationabticant Standardization and Approval
Committee (whose members consist of foreign andedticautomakers), to develop and
enforce quality and performance requirements fgirenoil

There are organizations overseas that have atagegdrograms similar to API's but
which don’t engage as heavily in the policy-makamgna. One example is the Australian Gas
Association, which forms part of the Australianukgory scheme for natural gas. The AGA is a
non-profit body involved in making standards jonitith Standards Australia (the main non-
government standards developing body in Australiach represents 72 members who develop
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standards for their respective industries), angl therk with Australian regulators to develop
certification programs for gas appliances and camepts that will be used within the country to
ensure that they are meeting regulatory standdr#te. API, the AGA is also a private
membership-based organization, with industry mesbepresented in the development of its
business practices and certification progradlm3he main difference between the Australian
system and the American system is that in AustralidA works to certify that equipment meets
safety standards developed by government regulatmiies, whereas in the U.S., API certifies
that equipment meets its own independently-develgp@ndards, many of which are later
referenced by the government in its code of lafdsth organizations work with their respective
government regulators on a daily basis, but wihiiegovernment is AGA’s biggest stakeholder,
it is not API's. APl is ultimately accountableite membership base above all others, though its
current and former employees attest that it aies to be a good corporate citizen that works to
address the concerns of the general pdblic.

The AGA’s involvement with regulators is institialized in the form of its membership
in the Gas Technical Regulators Committee (GTR@pse mission is “to provide benefits to
Australian and New Zealand Governments, industdytae public by striving for a consistent
regulatory environment for gas activities, for thepose of achieving acceptable performance
levels of gas safety, supply quality for transnaasidistribution and retailing and end use
application.”® The committee works to ensure that AGA is applytagertification schemes
consistently throughout Australia and New Zealard| works to improve the certification
process and solve problems with products and te@iisew technology. It also advocates for
its policies to the general public, as well as stdpand government. In addition to AGA,
GTRC also works with other relevant private orgatians, such as the Australian Liquid
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Petroleum Gas Association, the Gas Associationevt Mealand, and the Gas Appliance
Manufacturers Association of Australia. In costraPI is not involved with a larger umbrella
organization affiliated with the government. Iresteits involvement with regulators is usually
facilitated through government agencies or congraascommittees.

Hypothesis

API anticipates the potential incorporation ofstandards into federal regulations, and
roughly one quarter of API's policies are eventpallopted by the government, making
compliance mandatory. Some of the standards writii® law are also initially proposed by the
government, while others are proposed and develeptctly by API with the government
deciding after the fact to update their laws, ppshaecause of lobbying efforts or because the
government is required to use existing standardisunof writing their own. In examining the
fluctuation in the democratic process of writinglarvising standards, (with the level of
“democracy” being determined by the number andetyaiof participants involved) and then
voting them into recommended practice, a hypothesmisbe made. This study will concentrate
on attempting to confirm that government-propogeddards or standard revisions involve a
more democratic decision-making process on APIlisthanthose that are proposed by non-
government actors. The null hypothesis is thaegawment-proposed standards do not involve a
more democratic decision-making process.

There may of course be factors besides governmealviement that determine how
democratic a process is. These might include venetlstandard is new or merely a revision of
an existing policy, or whether a standard is maited to being a “best practice” than a
government mandate. Tim Sampson of API claimgptbeess for creating or revising standards
does not change whether that standard was projgstb@ government or by an APl member,
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though the level of participation may change basedember interest in the proposal at hand.
Member interest is driven in part by the significarof the issue in terms of how controversial it
is, how difficult or burdensome a change may bé, the expected aftereffects on the industry.
There may also be a correlation between the sagmtie of a standard when it comes to the
effects on worker safety or the environment andhnce of being either initially suggested by,
or eventually referenced by, the government. feans that the level of democracy present
may bear a greater relation to the importance®@sthndard being considered than whether or
not the standard is simply likely to be referenbgdaw. It is beyond the scope of this study to
account for the “significance” of each standardider to truly discern whether or not
government involvement plays a role in the levall@iocracy present or if perhaps the “arrow
goes the other way” and the level of democracy (dube type of standard proposed) is what
plays a role in the government’s participation.sTtaisk is perhaps best left for future research.

One of the best ways to measure the level of desmgénherent in the standards-making
procedure for a number of different standards wdedo look at the number of organizations
represented in the subcommittee rule-making proessaell as the comment period following
the formulation or revision of a policy; yet thgsnot information that API will readily divulge.
It does not even make its committee membership disspecific rule-making rosters available to
its own members, which is perhaps its least deniodeature. This makes it more difficult to
gauge whether there is bias inherent in the staisdaiaking procedures, or what the motives
might be behind efforts to revise or create podicie

Though it is not possible to physically count thember of organizations involved in
setting each individual API standard, there areottays to glean insight into the process and
the differences between the standards proposed\srgment and those proposed by API's
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membership base. For this study, instances oéas&s or decreases in the democratic process
relevant to the proposal of standards by the gawent have been interpreted through data from
interviews with industry insiders and API staff,vasll as accounts of the standard-adoption
process found in news articles, journals, or ictetaic format on API's website and various
government websites (such as that of the Departofahe Interior). Working from the
knowledge that most standards are made without finpon non-members, any evidence of
outsider participation can be considered an ingtafi@n increase in democracy. In a 2004
paper on recent and upcoming changes to standanats,Lieb of Tank Industry Consultants
confirms that task groups are usually made up b€smmittee members (which consist of API
members), suggesting that outside involvementéseiteption, rather than the rdfe.
Methodology

As an example of this general lack of outsideip@dtion, it is helpful to look at the
number of organizations involved in a typical conmtngeriod for a standard up for review. All
of API's standards are subject to review at leasecevery five years, and a new draft of th& 21
edition of API S1, on the Organization and Proceddor Standardization of Oilfield Equipment
and Materials was circulated in December 2005. &ksfrom the open comment period were
available to API staff in late June 2006, and ayoeps obtained from Mr. Tim Sampson, a
spokesman for API. Eighteen comments were madetbtal of five people representing only
three member companies, ExxonMobil, BP, and Fra@lkising Crew & Rental Tools. For an
organization of over 400 members, this appear&ta poor turnout. However, it should be
noted that the policy is one that was already isterce and any changes made from prior

editions may have been insubstantial, thus notaméirrg a lot of discussion. This standard was
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created solely to govern API's standards-settimg@ss and was not referenced by
government?

An instance where government intervention occuwasd in the aftermath of the 2005
hurricane season when APl was approached abougtaktion to prevent oil rigs from moving
in the water and dragging across and damagingipgsel API agreed this was a big problem
with the potential to not only lead to supply shges, but also damage the environment; so
industry representatives met with Secretary ofitiberior Gail Norton and ended up creating
three new regulations. The involvement of Secydirton was an anomaly in the creation of
standards proposed by API, and this outreach obrtapresented an increase in the level of
democratic participation present. Aside from Noisanvolvement, the “Gulf of Mexico Jackup
Operations for Hurricane Season-Interim Recommeumasit (APl Recommended Practice 95 J,
First Edition) released in June 2006 was “developitk guidance from and in cooperation with
the International Association of Drilling Contracdb(IADC) Jackup Rig Committee and the
Offshore Operators Committee’s (OOC) Drilling Tewah Subcommittee. Additionally, the
Minerals Management Service (MMS) and the U.S. €Gasrd (USCG) provided general
guidance and assistancé™ Part of the reason for the vast outreach involwvedeveloping this
standard may have been urgency, since the 200@4nerseason was fast approaching. An
indicator that this may play a role is the facttARI made this standard available on its website,
free of charge, when the vast majority of its stadd cost upwards of $75 for non-subscribers.
Without further data, it is impossible to pinpoimtether government proposal, urgency, a
combination of the two factors, or some unknowrndated to increased participation in this
instance. However, it is interesting to note do@bther standard regarding hurricanes that was
published free of charge on API's website doesref@rence any collaboration with outside

19



groups in the process of its development. Theédd#tion of “Interim Guidance for Gulf of
Mexico MODU Mooring Practice-2006 Hurricane Seas®P| Recommended Practice 95F)
was released in May 2006, with sole credit focdsastruction going to API's Upstream
Executive Committee on Drilling and Production Ggiems>? This indicates that government
proposal of hurricane-related standards may have&léhe increase in democratic procedure in
some instances, but not others. This would sugperhull hypothesis that government proposal
of standards does not increase the level of derapanastandard-making.

In comparison, another instance of a standard h@imgosed by the government is
illustrated in a brochure developed by API on thaeddits of standardization. The brochure cites
the development of the Safety and Environmentalddament Program (SEMP) by the
Minerals Management Service as an example of darnos when an API standard was adopted
by the government in lieu of creating new regulagifor offshore operations. API gathered
offshore operators to write Recommended Practic&afety and Environmental Management
Programsand convinced the government that its membersadvwiuntarily comply. The
SEMP standard developed by API went on to win @@41Safety in Seas awafdThis was a
case in which a program was proposed by the psgbttor, and a private group took control and
worked with Minerals Management and independentaijpg parties to devise a mutually
acceptable industry response to government concdimsre is no indication that an overriding
sense of urgency was involved, indicating that govent involvement may have had a role in
increasing the number of participants (minerals agament staff) involved in developing this
standard.

Another example concerns emissions requiremenisopea by Louisiana and California
regulators in relation to slotted guide poles in\a@ground storage tanks. In order to avoid over
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$97 million in compliance costs for the industryRI5s brought a committee together along with
the industry and regulators to update their staisltr deal with the issti&The involvement of
multiple regulatory bodies in addressing both affehoperating procedures and emissions
represented a more cooperative policymaking praeethan is found in API's normal
standards-making process, which are more likelgwtolve federal than state authorities due to
the national and international nature of the steasslbeing created. By adding federal
departments in the one case and state governnmetits other, the process became more
democratic, because it took more viewpoints intosaeration and ensured that citizens had a
representative voice working on their behalf.

A recent instance of government involvement in ttgvieg API standards was released
to the public on June 30, 2006 by the U.S. ChenSe&tty and Hazard Investigation Board
(CSB). In March 2005, an explosion at a BP Progludbrth America Inc. refinery in Texas
City killed 15 workers and injured 170 around 4#etent trailers located in the vicinity,
resulting in a fine of $21.36 million paid to OSHAe trailers where the fatalities occurred
were located 121 to 136 feet from the isomerizatiom that exploded, while injuries occurred in
trailers up to 479 feet away. In October 2005, @8kd that API 752, a standard laying out
facility site requirements, provided no minimumesdfstance for the location of trailers near
refineries or chemical facilities, preferring td lrember companies develop their own risk
criteria. CSB made two urgent recommendationsRbtA develop standards on minimum safe
distances from these units to ensure worker safetye event of future fires or explosiotisin
November, API formed a task force to work on tiseies The group has since met several times
and has received the cooperation of CSB, whichicoes to share its findings to expedite the
process. Similarly, the National Petrochemical Refiners Association (NPRA) has been
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involved in developing a new regulation at CSB’&dx, further increasing the number of
participants involved. CSB hopes a new standalicoeiready within the ye&f.

These few examples of government interventiorrappsing the development of
standards for APl seem to show that the governih@es$ not back away from the creation of a
rule once it has suggested that a change needsnatlie. Rather, APl engages in active
cooperation with regulators and government agerpemts, as well as its members and industry
representatives, to fashion a standard that willdeeptable to all parties. Though not enough
samples have been collected to prove that governimeslvement usually leads to a more
democratic procedure, and no definitive count efiimber of outsiders involved has been
made in cases where the government has or hageotifivolved, the data collected appear to
support the hypothesis that there is a positiveetation between government propositions and
increased democratic procedure in the sense that ragulators are likely to get involved.
However, this is not to say that there are notrofidaetors at work in determining the number of
outside participants involved in standard-makinghat government-proposed standards are
always the most democratically-developed rules mBRkes.

An example of an instance where the governmentnweasivolved in proposing a
standard, but the standard was still devised iiglalyxdemocratic matter occurred in December,
2003, when API announced its cooperation with ttierhational Petroleum Industry
Environmental Conservation Association and therivgonal Association of Oil and Gas
Producers in the development of global guidelimescdmpanies’ estimation and reporting of
greenhouse gas emissions. While API held the pyimesponsibility for developing the
common language to measure emissions, the annoente&as made at the United Nations
Framework Convention on Climate Chari§&his standard was more democratic in its
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development than other API standards in that iblved collaboration with two major external
associations. While certainly these other growgp&many corporate members in common with
API, collaboration would increase the number oferipinvolved as well as the number of
foreign participants. Most of API's standards glabally accepted, but individual countries
may also use their own standards within their bd&ince the emissions reporting
methodology standard was written specifically teate a common language to be applied
worldwide, it had to be approved even by compathiasmay not have any business in the U.S.,
thus increasing the cooperation and consensus aiéedit to pass a vote. This particular case
would not on its own disconfirm the hypotheses gwaternment involvement in the creation of
standards increases the democratic process, thot$t show that there may be other factors at
work in determining the level of democracy presdntthis case, those factors included the
interest of a body like the U.N. (which certainlgshfeatures of global governance if not being a
“government” in the strictest sense of the wordyval as international associations. In other
words, API does not just collaborate with more dieti-makers in cases where it is aware of
government interest. Yet perhaps, if the goverrtrhad played a role in developing this
standard, even more collaborators would have gatterived.

With the evidence collected through interviews ardmining relevant literature, it is not
possible to confirm the hypothesis that governnpeoposal of standards leads to an increase in
democracy. One example has been found of an cestahere a government proposal did not
increase participation, but this does not meanttiehypothesis couldn't still hold true in the
vast majority of cases. To be reasonably confidettte validity of this hypothesis, a study
should be conducted on the entire body of API stedglto see which organizations are usually
represented on standard-making committees, whitdidaus are consulted in the development
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of various types of standards, who takes advarghtfee comment periods once standards are
drafted, how the number of people involved at ezdhese stages varies based on the
significance of the standard under consideratidmg mroposes the new standard or standard-
revision, and whether or not the standard endseummlreferenced by law. With access to this
information, it would be possible for future resgaars to control for the “significant” standards
proposed by government to determine whether ogooérnment involvement with a standard
has any impact on the level of democracy inheretité adoption process. For instance, if the
government proposes a relatively insignificant dead and the number of participants in the
process increases in comparison to similarly inBgant non-government proposed standards,
the likelihood of the government’s involvement hrayan impact on the democratic process
increases.

API vs. The State: Who Should Regulate Oil & Gas?

In 2003, the Department of Commerce “estimatetigtendards-related issues impacted
80% of world commodity trade. Given that the wdrlde in petroleum was about 44 million
barrels per day in 2003, the impact of standardfttie oil & gas industry] is crystal clear.” A
2000 study done by the Germidational Standards body found a direct economi@fieof 1%
of GDP from standardization. The oil & gas indystiestimated capital expenditure is between
$150-200 billion annually, which translates intoaamual savings of $200-500 million from
standardizatior® Given these figures, it makes sense that thesinglshould be standardized.
The question is, who should be in charge of makinege types of industry policies: the
government or a trade group like API? Why doesatter whether or not the democracy
inherent in API's standards-writing procedure irgses if the government has proposed a
standard? It matters because the United Statelogsgp democratic form of government, and
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for those who believe that democracy is importalidwing a group like API to make policy
without any sort of government intervention in tigges of policies generated or the validity of a
policy in a court of law is anathema to the primegpon which the American society was
founded. Bernard Crick states that “to be effectaative citizenship demands not just will and
skill but some knowledge of institution®’” A lack of general awareness of API, how it makes
policy, and the effects of its decisions on citg@nevents the development of an active citizenry
that is able to make its voice heard in governance.

Democratic theory states that citizens deserv@t@ a voice in the creation of policies
that have a fundamental impact on their lives. Elosv, in some cases, it is possible that the
costs of ensuring that the democratic processstediible in the creation of certain policies may
outweigh the benefits, and an argument can be thad¢his is the case with the types of
policies being set by API. While the effects ofrpa@f API's standards are indeed wide
reaching, the public impact may not be enough stifyjua more democratic process for creating
standards, or even more government oversight. bfdsie policy API creates is so technical in
nature that the government lacks the expertiserite W, and the costs involved with developing
that expertise and building up a bureaucracy teunaiit are difficult to justify when the oil and
gas industry is currently willing to do the job &1 own, at the expense of its members. If API
was making standards that were detrimental to ¢adtlin of the environment, the safety of
industry workers, or the ability of the public taig access to reasonably-priced petroleum
products, the government would have a duty to istgmd hold hearings to determine
wrongdoing and pass laws to protect against caomir place more limits on the industry, but

if the standards created are beneficial overadkglseems to be no reason to effect a change.
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