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House o f  Representatives

Committee on TransportationR e p . B e tte  C a t o ,  C h a ir m a n

P o u ch  V  
State C a p ito l 

J u n ea u , A la sk a  99811 
(907) 465-4858

MEMORANDUM

Rep. E ric  S u tc l i f f e

House T ransporta tion  Committee S ta f f

P o r tio n  o f committee meeting t r a n s c r ip t  -  March 18, 1982 

March 18, 1982

Per your req u es t ,  the following i s  a t r a n s c r ip t  of Mr. Bob S t i l e s ' testimony 
before the House T ranspo rta tion  Committee th i s  morning.

Bob S t i l e s ,  Manager of Diamond Shamrock, Tuwitna J o in t  Venture, Beluga F i e l d s . :

I ' d  l ik e  to  make an opening comment...As West mentioned, I have spent con­
s id e ra b le  time in what we be lieve  to be our market a rea  over the  l a s t  th re e  
o r four monthsanu have personally  ta lked  to  what we'd l ik e  to th ink  i s  every 
p o te n t ia l  customer in the u t i l i t y  business in th a t  a rea  and i f  we had a po r t  
f a c i l i t y  in th e re  today we wouldn't have sold a pound of coa l.

The b ig g es t  d e te r r e n t  in  the development of those p a r t i c u la r  resources  a t
t h i s  po in t in time is  something we've got to deal with in  Mother Nature and 
t h a t ' s  4500 k i lo c a lo r i e  coal and the market i s  buying 6,000. So w e 're  25% 
below in  h ea tin g  value in what the m arket 's  looking fo r .

The ..a  port f a c i l i t y  now or next year ,  a t  l e a s t  as f a r  as the Beluga re se rv e  
a re  concerned, w ouldn 't make «;r> io ta  of d if fe ren ce  in  terms of whether or not 
th a t  those p ro je c ts  would go forward. The biggest problem th a t  has to  be 
solved in  o rder to  develop those resources is  to get those p a r t i c u la r  customers 
convinced th a t  they can u t i l i z e  th e i r  coal in the same way th a t  we a re  c u r re n t ly  
u t i l i z i n g  i t  in  the United S ta te s .

The P a c if ic  Rim Basin, and t h a t ' s  the danger in  t ry in g  to compare tons out 
of Canada, A fr ic a ,  A u s tra l ia  and China with tons out of Alaska, i s  y o u 're  
ta lk in g  about d i f f e r e n t  kinds of coa l .  So t h a t ' s  the kind of problem th a t  
has to be overcome in  the market p lace ; and I th ink  t h a t ,  as f a r  as my 
company i s  concerned, and I speak s p e c i f i c a l ly  to  our development in  Beluga 
f i e l d ,  th a t  i f  i t ' s  not economic fo r  us to  develop a p o r t  f a c i l i t y  so th a t  th e  
coal i t s e l f  c a r r i e s  th a t  c o s t ,  then t h e r e 's  no reason to  suspect th a t  i t ' s ^  
going to  be economic fo r  the s t a t e  to do th a t .

Rep. M etcalfe: Do you have an es tim ate  of the c o s t . . . .

TO:

FROM:

RE:

DATE:
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iî *—

1̂



" W h a t  i s  n e e d e d  f o r  p u b l i c  s e r v i c e  i s  s t r o n g  
n e r v e s ,  b a c k b o n e ,  t h e  i n s t i n c t  f o r  c o m b a t ,  t h e  h i d e  
o f  a  r h i n o c e r o u s  a n d  t h e  w i l l i n g n e s s  t o  w o r k  l i k e  
a  d o g  f o r  a n  o c c a s i o n a l  r a i n - w a s h e d  b o n e , "

G o v e r n o r  R o b e r t  B r a d f o r d  o f  M a s s a c h u s e t t s  s e t  d o w n  
t h e s e  a t t r i b u t e s  f o r  a  s u c c e s s f u l  p o l i t i c i a n :

" T o  l i v e  l o n g  i n  p o l i t i c s ,  y o u  m u s t  p o s s e s s  t h e  
h i d e  o f  a  r h i n o c e r o s ,  t h e  m e m o r y  o f  a n  e l e p h a n t ,  
t h e  p e r s i s t e n c e  o f  a  b e a v e r ,  t h e  n a t i v e  f r i e n d l i ­
n e s s  o f  a  m o n g r e l  p u p .  Y o u  n e e d  t h e  h e a r t  o f  a  
l i o n  a n d  t h e  s t o m a c h  o f  a n  o s t r i c h .  A n d  i t  h e l p s  
t o  h a v e  t h e  h u m o r  a n d  u b i q u i t y  o f  t h e  c r o w .  B u t  
a l l  o f  t h e s e  c o m b i n e d  a r e  n o t  e n o u g h  u n l e s s ,  w h e n  
i t  c o m e s  t o  m a t t e r s  o f  p r i n c i p l e ,  y o u  a l s o  h a v e  
s t u b b o r n e s s  o f  a n  a r m y  m u l e . "

t h e

He w h o  e x e r c i s e s  g o v e r n m e n t  b y  m e a n s  o f  h i s  v i r t u e  
may  b e  c o m p a r e d  t o  t h e  N o r t h  p o l a r  s t a r ,  w h i c h  k e e p s  
i t s  p l a c e  a n d  a l l  t h e  s t a r s  t u r n  t o w a r d s  i t .

S i m o n d e s



M o n d a y

T u e s d a y

Y7ednesday

C O M M I T T E E  S C H E D U L E  

M a r c h  8 -  M a r c h  1 2 ,  1 9 8 2  

8 : 3 0  a . m .  -  C a p i t o l  1 1 2

M a r c h  8

C o m m i t t e e  W o r k  S e s s i o n .

M a r c h  9

N o  s c h e d u l e d  c o m m i t t e e  m e e t i n g .

M a r c h  1 0

M e e t i n g  w i t h  Y u k o n  T e r r i t o r i a l  O f f i c i a l s  

c o n c e r n i n g  i s s u e s  r e l a t e d  t o  r a i l r o a d s ,  

h i g h w a y s ,  a n d  o t h e r  t r a n s p o r t a t i o n  s y s t e m s ,

H ouse o f  Representatives
•

Ccmrr.ittee on Transportation

P ou ch  V  • 
S ta le  C a p ito l 

J u n e a u , A la ska  99811 
(907)465-4858R e p .  B e  t ie  C a t o ,  C h a ir m a n

* *  S J R  6 7  -  ( T r a n s p o r t a t i o n  C o m m i t t e e )  R e l a t i n g  t o  

t h e  e x e m p t i o n  o f  t h e  A l a s k a  R a i l r o a d  f r o m  

f e d e r a l  e m p l o y m e n t  c e i l i n g s  a n d  w o r k  f o r c e  

r e d u c t i o n s .

T h u r s d a y  M a r c h  1 1

** H B  6 3 5  ( F a n n i n g )  " A n  A c t  r e l a t i n g  t o  t h e

o p e r a t i o n  o f  i m p l e m e n t s  o f  h u s b a n d r y  u p o n  t h e  

h i g h w a y . "

* *  H B  8 0 4  ( C a t o )  " A n  A c t  m a k i n g  a  s p e c i a l

a p p r o p r i a t i o n  f o r  p a y m e n t  a s  a  g r a n t  t o  t h e  C i t y  

o f  C o r d o v a  f o r  a  f e a s i b i l i t y  s t u d y  o f  t h e  B e r i n g  

R i v e r  c o a l  f i e l d  p o r t  a n d  t r a n s p o r t a t i o n  s y s t e m ;  

a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

F r i d a y  M a r c h  1 2

N o  s c h e d u l e d  c o m m i t t e e  m e e t i n g .
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C o m p e t i t o r s  a r e  i n v e s t i n g  
i n  s h i p p i n g  f a c i l i t i e s  

a s  i f  t h e  d e m a n d  w e r e  u n l i m i t e d .

y DAVID FAIRBANK WHITE

T h e  forecast is  s h in n in g ;  b y  th e  y ea r 
000, m os t experts  ag ree , U S . s h ip m e n ts  
f coa l ab road  w i l l  e xceed  today 's  co lo ssa l 
xports o f g ra in . D em a n d  ha s  a lr e a d y  
r o w n  so s tro n g  tha t a fru s tra ted  a rm a d i 
f c o llie r s  w a s  k ep t at a n c h o r  off H a m p to n  
oads , V ir g in ia ,  t h is  y ea r , w a it in g  m o n th s  
) lo ad  coa l fo r E u ro p e  a n d  A s ia  H o p in g  to 
rosper f rom  the c o m in g  trade , U S .  ports  
e la u n c h in g  th e ir  fastest a n d  m o s t d ra ­
matic e x p a n s io n  o f  expo rt c a p a c ity  ever, 
ota l in v e s tm e n t  in  n e w  co a l t e rm in a ls  
Duld reach  $4 b i l l i o n  as th e  po rts  m ak e  
manges u n p a ra lle le d  s in c e  th e  c o n ta in e r  
‘v o lu t io n  lif t e d  th e  face o f w a te rfro n ts . 
C o a l fever has h it  th e  coasts w it h  s u ch  a 
a llo p , in  fact, tha t w h a t  w a s  o n c e  a criti-

ie s  a n d  k n ow s  w h a t  he's d o in g ,"  says B a l­
t im o re 's  po rt a d m in is t r a to r , W . G reg o ry  
H a lp in .  A s  ag g re s s iv e  a p o r t d e v e lo p e r  as 
a n y  in  th e  n a t io n , H a lp in  is  h im s e lf  h a rd ly  
im m u n e  to  c o a l fever. B a lt im o re  has 14 
m i l l io n  to ns  o f  expo rt- te rm ina l ca p a c ity  
a n d  is  b u i ld in g  22 m i l l io n  m o re . " I h a v e  
o n ly  o n e  c o m m e n t ,"  says H a lp in  in  h is  
m o d e m  office h ig h  a b o v e  the  h a rb o r  cres­
c e n t  " S h ip  it  t h r o u g h  B a lt im o re ."

Grow or die

ml sho rtage of lo a d in g  com p le x e s  n o w
mows a ll th e  s ig n s  o f b e c o m in g  a g lu t  
cross the c o u n t r y , 45 n e w  t e rm in a ls  are 
e ln g  b u ilt  o r  p la n n e d  at 29 h a rb o rs  o n  
mree coasts; i f  ih e y  are a ll c o m p le te d , U S . 
oaf- loading capa c ity  w i l l  to p  625 m i l l io n  
m s p e r  year. T h is  v a s t ly  exceeds e v e n  time 
•epartment o f E nergy 's  b u l l is h  projec- 
ons tha t 250 m i l l io n  to ns  w i l l  b e  s h ip p e d  
verse as a n n u a lly  b y  time tu rn  o f th e  centu- 
—a 342% in crease o v e r  today's le v e l, 

fhese export p ro je c t io n s  a n d  fig u res  o n  
;rmirmal ca p a c ity  e x c lu d e  th e  C a n a d ia n  
ade; C a n a d a  w i l l  b u y  s om e  15 m i l l io n  
in s  o f  U S . co a l th is  y ea r a n d  isn 't expect- 
i  to in crea se  im p o r ts  m u ch .)
' I 'm  a s s um in g  s o m e b o d y  in  these busi- 

esses has beer, d o in g  s om e  m a rk e t stud-

M a n y  p ro p o sed  te rm in a ls  w i l l  p ro b a b ly  
n e v e r  b e  b u i l t ,  a n d  som e  o n  th e  M is s is s ip ­
p i m a y  c a m  th e ir  ba s ic  in c o m e  o n  d o m e s ­
t ic  tra ff ic  (A b o u t 740 m i l l io n  to ns  o f coa l 
w i l l  b e  c o n s u m e d  in  th e  U S . th is  year.) But 
th e  tem p ta t io n  to  o v e r b u ild  seem s irre s is t­
ib le .  C o a l c o m p a n ie s ,  r a i lr o a d s ,  b a rg e  
l in e s , t e rm in a l b u ild e r s , a n d  lo c a l g o v e rn ­
m e n ts  a l l w a n t  to  p ro f it f rom  th e  exp o rt 
b us in es s .

E a ch  e n t ity  has  its  o w n  s p e c ia l stake in  
th e  o u tcom e . F o r  the  a u th o r it ie s  tha t r u n  
th e  h a rbo rs , c o a l s h ip m e n ts  m e a n  jo b s , in ­
c o m e  for lo c a l bus in es ses , tax revenues . 
F o r  b ig  coa l c o m p a n ie s , te rm in a ls  ensu re  
tha t th e ir  p ro d u c t  can  m o v e . Fo r r a i lr o H s  
a n d  barge lin e s , the  race is  to  pro tect t  le ir  
t r a d it io n a l l iv e l ih o o d s  a n d  to  exp a nd  t ie i r  
m arkets . E a ch  c om p e t ito r  is  d r iv e n  b y  the  
d e s ir e  to  g r o w  a n d  th e  fear o f  d y in g .

E n te r in g  th e  b u s in e s s  for the  first t im e , 
th e  V ir g in ia  P ort A u th o r it y , a g o v e rnm e n t 
b o d y , w i l l  p u t  u p  25 m i l l io n  to ns  o f capaci-

O c c id e n t a l P e t ro le u m  expects  to  e xp o rt 12 m i l l i o n  tons  o f  
c o a l a y ea r  f r o m  th is  t e rm in a l g o in g  u p  i n  B a lt im o r e . T h e  

n ve yo r  w i l l  fe ed  c o a l f r o m  h o p p e r  cars in t o  
th e  s ta c k in g  tu b e s . A s  co a l r is e s  in  th e  tu b e s , i t  w i l l  s p i l l
e le v a te d  c o n v e y o r  w i l l  fe ed  co a l 

ic ld n g  t
o u t  th e  w in d o w s  in t o  m o u n d s . C o n v e y o r s  u n d e r  the
h o le s  i n  th e  g r o u n d  w i l l  ca rry  i t  to th e  lo a d in g  p ie r .

2 2  FO RTUNE OeoemCw 14. iB6 i
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Coal Fever on the Coasts
T h is  Fortune s u rv e y  o f  po rts  (orange 
dots) m a rk s  th e  b a t t le f ie ld s  in  th e  c o m in g  
w a r  fo r  c o a l- e x p o r t  t r a f f ic .  T h e  E as t 
C o a s t , w i t h  75 m i l l i o n  to n s  p e r  y ea r o f 
lo a d in g  c a p a c ity , h a s  lo n g  d o m in a te d  
co a l e xp o rt a n d  is  f ig h t in g  to r e ta in  its  
le a d . T n e  p r in c ip a l c h a l le n g e  w i l l  .o m e  
f rom  t e rm in a l b u i ld e r s  o n  th e  J u l f  o f 
M e x ic o , w h e r e  po rts  are fe d  rm  in ly  b y

ly  at H a m p to n  Roads , o n e  o f th e  b igges t 
pro jects in  the  c o u n try . In  B a lt im o re , C o n ­
s o lid a t io n  C o a l,  a C o n o c o  s u b s id ia ry , has 
b e g u n  b u i ld in g  a $100-m illion t e rm in a l 
tha t m ay  u lt im a t e ly  h a n d le  12.5 m i l l io n  
tons a n n u a lly  from  m in e s  in  P e n n s y lv a n ia  
tha t the c o m p a n y  o w n s  w it h  W est G e r ­
m a n  in ve s to rs . D ra v o  C o rp . is  a d d in g  240 
barges to its  D ra v o  M e c h l in g  fleet p ly in g  
the  in la n d  w a te rw ay s  a n d , in  its  cap a c ity  
as d e s ig n e r  and  b u ild e r , is  p la n n in g  te rm i­
n a ls  for ope ra to rs  s itu a te d  f rom  C h e s a ­
peake Bay to  Puget S o u n d  O n  a ll three 
coasts , w h e r e v e r  g r u m b l in g  m a c h in e r y  
speeds th e  b la ck  m in e r a l in t o  the  h o ld s  o f 
w a it in g  c o llie r s , b o o m  t im e s  are he re  and  
g lo o m  is  h a rd  to  f in d  

C r u c ia l in  th e  con tes t to  h a n d le  coa l traf- 
Research associate: Brian Dumaine
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in la n d  w a te rw ay s . T h e  W es t C o a s t re ­
m a in s  a s m a ll fa c to r , w it h  o n ly  s e v e n  
m i l l i o n  tons  o f  c a p a c ity  a n d  f iv e  m i l l i o n  
u n d e r  c o n s t r u c t io n .  I f  a l l  p r o p o s e d  
t e rm in a ls  a re  b u i l t ,  th e  U .S . w i l l  h a v e  
c o a l- lo a d in g  c a p a c ity  o f  628.5 m i l l i o n  
to ns  p e r  year— va s t ly  in  excess o f  w h a t  
w i l l  b e  n e e d e d . T h is  s u rv e y  e x c lu d e s  
s m a l l t e rm in a ls  u n d e r  o n e  m i l l i o n  tons.

fic is  access to the  r ig h t  k in d  o f  coa l. H a r d ­
ly  a h om o g e n e o u s  p ro d u c t , coa l is  n o t 
e v e n  p re d ic ta b ly  b la ck ; m o s t l ig n ite s  are 
dark  b ro w n . C o a l g e n e ra lly  fa lls  in to  tw o  
ca tegor ies . M e ta llu r g ic a l coa l is  used  in  
s te e lm a k ln g , a n d  u n t i l  1979 a lm o s t a l l U S . 
coa l exports  w e re  o f " m e ' ' coa l. But the  
p ro je c ted  g ro w th  in  E u r  pean a n d  A s ia n  
d em a n d  is  fo r s team  co a l, b u rn e d  m a in ly  
b y  u t i l i t ie s  to  genera te  p ow e r .

T w o  im p o r ta n t  p ro p e rt ie s  are req u ire d  
o f s team  co a l— lo w  s u lfu r  a n d  h ig h  en e rg y  
c o n te n t  As a n  a n t ip o l lu t io n  m easu re , 
m a n y  g o v e rnm e n ts  l im i t  s u lfu r  c o n te n t , 
o fte n  to 1% o r  less. A n d  the m o re  en e rg y  
coa l p ro d u ces  w h e n  b u r n e d , the  m o re  
v a lu a b le  it  is . A  b u y e r  m u s t  p u rchase , 
tra nspo rt, a n d  h a n d le  300 tons  o f coa l rat­
ed  at 8,000 B TU s  p e r p o u n d  to ge t the

s a m e  e n e rg y  h e  w o u ld  d e r iv e  f r o m  200 
to n s  o f  12,000-BTU co a l.

A  recen t n a t io n a l s u r v e y  o f  spo t p r ice s  
fo r s te a m  c o a l F O B  m in e  g iv e s  an  id e a  of 
th e  e x t r a o rd in a r y  ra n g e  in  va lu e s . W y o ­
m in g  a n d  Id a h o  coa l ra ted  at 8,000 B TU s  
p e r  p o u n d  a n d  1% s u lfu r  re c en t ly  s o ld  for 
$7.5® pe r to n . I l l in o is  c o a l ra ted at 10,500 
B T U s  p e r  p o u n d  and  3%  s u lfu r  w e n t  for 
$19 p e r  ton . S o u th e rn  W e s t V ir g in ia  a n d  
ea s te rn  K e n tu c k y  co a l rated at 12,000 
B T U s  w it h  a s u lfu r  c o n te n t  o f cost $35 
per t o n . T h e  la tte r is a h o t  c o m m o d it y  o n  
a n y  p ie r  in  th e  c o u n try .

W h e r e  a d v a n t a g e  l i e s

A lm o s t  as im p o r ta n t  as co a l g rad e  is 
t ra n s p o r ta t io n  c cs t f rom  m in e  to  p o r t  C S X  
C o rp .'s  C h e s s ie  l in e  a n d  the  N o r fo lk  &  
W e s te rn  R a ilw a y , w h ic h  h a u l A p p a la c h ia n  
co a l t o  H a m p to n  R o ad s , ch a rg e  $14.72 to 
$1537 pe r to n , d e p e n d in g  o n  th e  d is ta n ce  
f r o m  m in e  to  te rm in a l. I n  a d d it io n , b o th  
r a i l r o a d s  c h a r g e  fo r  lo a d in g  th e  c o a l 
a b o a rd  sh ip : 46 cen ts  p e r  to n  at th e  N & W  
te rm in a l a n d  74 cen ts  at C h ess ie 's . A l l  to ­
g e th e r , it  costs $15.18 to $16.11 to  get a to n  
o f A p p a la c h ia n  c o a l ab o a rd  s h ip  at H a m p ­
to n  R o a d s . A t  B a lt im o r e , s erved  b y  th e
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C h e s s ie , e x p o rt r a il rates ru n  as lo w  as $14, 
lo a d in g  in c lu d e d , w h i le  M o b i le ,  A la b am a , 
a n o th e r  low-cost p o rt , has tra nspo r ta t io n  
a n d  lo a d in g  costs as lo w  as $10.25.

T h e se  factors g iv e  th e  p r in c ip a l ports 
e x p o r t in g  A p p a la c h ia n  c o a l— H a m p to n  
R oads , B a lt im o re , a n d  M o b ile — a c o m ­
m a n d in g  a d v a n t a g e  o v e r  c o m p e t it o r s . 
W h i le  w es te rn  c o a l is  a v a ila b le  i n  vast 
q u a n t it ie s , it  has s e r io u s  d raw back s  as an  
e xp o rt c o m m o d ity . T h e  N o r th e rn  G rea t 
P la in s  d e po s its  are lo w  in  e n e rg y  co n te n t , 
a n d  h ig h- g rade  R o ck y  M o u n ta in  co a l has 
to  tra ve l 1,000 m ile s , o ften  across m o u n ­
ta in  peaks , to  the nea rest port. By con tras t, 
the  greatest reserves o f  low - su lfu r , h igh-  
B T U  c o a l in  the  U 5 ., s om e  18.7 b i l l io n  
tons , l i e  in  th e  m a je s t ic  A p p a la c h ia n  de­
p o s its , b e g in n in g  far u p  in  P enn sy lv- n la  
a n d  e x te n d in g  d o w n  to A la b am a . T h e  east­
e rn  ra ilro a d s  can  ca rry  th is  p rem ium -  
q u a lit y  coa l o u t  o f the  m o u n ta in s  o n  an 
easy d o w n h i l l  r u n  to  the  sea. L it t le  w o n d  
tha t th e  ports  w it h  access to th is  co a l are 
f ig h t in g  to m a in t a in  th e ir  ed g e , w h i le  e v ­
e ry  o th e r  po rt in  the  c o u n t r y  is  s t r iv in g  to 
c om p e te  w it h  th e ir  e co n om ic s .

T h e se  e c o n om ic s  h a v e  m a d e  C h e s a ­

u ra l ad va n tag es , to  h a n d le  a m o n u m e n  
in crease in  traffic. T h e  C h e s s ie  has  9c 
pa rce ls  o f la n d  served  b y  its  tracks to  ti 
A .T . M assey  C o a l C o . and  to D o m in h  
T e rm in a l C o rp ., a c o n s o r t ium  o f W e t 
m o r c la n d  C o a l,  A rm co , A s h la n d  C o a l,  ar 
U ta h  In te rn a t io n a l;  b o th  g ro up s  w i l l  co i 
s truct te rm in a ls  o f th e ir  o w n . T h e  trad  
o f  the  C h e s s ie  a n d  N o r fo lk  & Wester 
w i l l  feed  in to  th e  25-milllon-ton-per-yei 
s u p e r te rm in a l to b e  d e ve lo p ed  b y  the  V ii 
g in ia  Port A u th o r ity . " If  w e  cah  get th is  ft 
c i l i t y  b u i lt ,"  says Port A u th o r it y  E x e c u t iv  
D ir e c to r  J. Robert Bray, "w e can  p u t V i i  
g in ia  m in e r s  to  w ork ."

T ire  p ro po sed  Port A u th o r it y  to rm in a  
re c e n t ly  w o n  a fierce ba tt le  fo r traffic w it l 
a c o m p e t in g  p ropo sa l p u t fo rw a rd  b y  Par 
sons  B r in ck e rho ff , a n  e n g in e e r in g  anc 
p ro je c t- d cve lo pm en t f irm . P itts to n , C o n ­
s o lid a t io n , Is la n d  C reek , and  o thers  h a v t  
ag reed to s end  th e ir  coa l th ro u g h  th e  Pori 
A u th o r it y  te rm in a l, b u t  Parsons B r in ck e r­
h o ff in s is ts  it w i l l  s t i l l try  to  d e v e lo p  a fa­
c i l i t y  o f its  o w n . T h u s  H am p to n  R oads , 
w h ic h  n o w  has a n  expo rt- load ing  capa c ity  
o f  ju s t o v e r  50 m i l l io n  tons  a y ear , w i l l  be 
a d d in g  at least 55 m i l l io n  tons  a n d  pe rhaps

peake Bay th e  P ers ian  G u lf  o f coaL Its w a ­
ters carry  o v e r  four- fifths o f a l l coa l 
s h ip p e d  overseas from  the  U S *  m o re  tha n  
th e  expo rts  o f a n y  o f A m er ica 's  c h ie f  r i ­
v a ls— P o la n d , A u s tra lia , a n d  S o u th  A fr ica . 
O f  th e  tw o  co a l port9 o n  the  C hesap eak e , 
H a m p to n  R oads  is  k in g . T h e  M onitor a n d  
M errimack fo u g h t th e  ba ttle  o f the  ir o n ­
c la d s  the re , a n d  co a l ru n s  as th ick  as h is to ­
ry . H a m p to n  R oads  is  expected  to s end  50 
m i l l io n  to ns  ab road  th is  year, a lm o s t two- 
th ir d s  o f a l l U S .  overseas s h ipm en ts . R o lf  
W i l l ia m s ,  c h a irm a n  o f A nde rs  W il l ia m s  & 
C o . a n d  a p r o m in e n t  s h ip p in g  agen t w h o s e  
l iv e l ih o o d  c om e s  from  the  vesse ls  that ca ll 
at H a m p to n  R oads , is  k e e n ly  w a tc h in g  tire 
s c ram b le  for co a l tra ff ic  "W e are ve ry  c o n ­
c e rn ed ,"  says W il l ia m s . "W e w i l l  suffer if 
o th e r  ports  ge t the  bus iness ."

The battle for traffic
T ire  tw o  m o s t im p o r ta n t  d e fe n s iv e  p la y ­

ers at H a m p to n  R oads  are the N o r fo lk  &. 
W es te rn  R a ilw a y  a n d  th e  C h e s s ie  l in e , 
w h ic h  ca rry  v ir t u a l ly  e v e ry  p o u n d  o f coa l 
in t o  th e  h a rb o r . B o th  are assured o f n ew  
t e r m in a l c a p a c it y ,  w h ic h  w i l l  p r e p a re  
H a m p to n  R o ad s , w it h  its  trem en d o u s  n a t­
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B i g  C a r g o

T h e  c la s s ic  m e t h o d  is  to  d  
p e r  cars in t o  a c o n v r  
N o r f o lk  <k W e s te rn  R a ilw a y ' s  H a m p tc  
R o a d s  t e rm in a l ( b e low ) . S to r in g  c o d  b y  
t h e  c a r lo a d  h e lp s  th e  y a r d  s e le c t  a n d  m ix  
g ra d e s  to  o rd e r , b u t  i t  t ie s  u p  r o l l i n g  
s to ck . M o d e m  g round- sto rage  f a c i l i t ie s  
l i k e  th e  o n e  a t In t e r n a t io n a l M a r in e  T e r ­
m in a ls  n e a r  N e w  O r le a n s  (left) c a n  b e  
m o r e  e f f ic ie n t  R a ilc a r s  o r  b a rg es  u n lo a d  
c o a l in t o  p i le s  a n d  im m e d ia t e ly  re tu rn  
f o r  t h e ir  n e x t  s h ip m e n t  T . S m it h  S te v e ­
d o re s  u se s  f lo a t in g  d e r r ic k s  i n  m id s t r e a m  
( r ig h t)  to  tra ns fe r c o a l d ir e c t ly  f r o m  
b a rg e s  to  c o l l ie r s  o n  th e  M is s is s ip p i .

Classification Yard

90 m i l l io n .  S h ip p in g  ngen t W i l l ia m s  says 
th e  n e w  c o n s tru c t io n  lea ves  th e  p o rt c o n f i­
d e n t b u t  w a ry . "W e're a fra id  o f  M o b i le  and  
N e w  O r le a n s ."

N o t  to  m e n t io n  th e  h a rb o r  ju s t 150 m ile s  
u p  th e  bay at B a lt im o re , w h ic h  is  e x p a n d ­
in g  e v e n  faster th a n  H a m p to n  R oads  a n d  
c o u ld  lu re  aw a y  traffic. W it h  a 157% in ­
c re a s e  in  c o a l- e x p o r t  c a p a c it y  a lr e a d y  
a b u i ld in g ,  B a lt im o re  w i l l  s o o n  be a b le  to 
s h ip  36 m i l l io n  tons  a year. B e y o nd  tha t, 
tw o  g ro u p s  are t a lk in g  a bou t a d d in g  25 
m i l l io n  tons  m o re . F in a lly ,  B a lt im o re  has 
an  ace u p  its  s leeve . I t  is  th e  o n ly  m a jo r  
c o a l p o r t in  th e  n a t io n  tha t has o b ta in e d  
fed e ra l a u th o r iz a t io n  fo r d r e d g in g  to decp-

V ^ . 1

M idstream  Transfer

e n  its  c h a n n e l. I f  it  can  ge t the  m o n e y  to 
p a y  for the jo b  (som e $322 m i l l io n  is  n e c ­
essary), B a lt im o re  c o u ld  be  in  a c o m m a n d ­
in g  p o s it io n  to g rab  tra ff ic  

O ce a n- s h ip p in g  costs are b e in g  r a d ic a l­
ly  a lte red  b y  th e  p ro life ra t io n  o f super- 
c o llie r s , coal's c o un te rp a rt o f th e  s u p e r ­
tankers that r e v o lu t io n iz e d  o i l  tra nspo rt in  
the  S ix t ie s  a n d  S even tie s . T h e  h u g e  co a l 
s h ip s , w h ic h  at 1,000 feet are a lm o s t  as 
lo n g  as the E m p ir e  S tate B u ild in g  is  t a l l,  
p r o v id e  s ig n if ic a n t  e c o n om ie s  o f  sca le . 
W h i le  m a n y  s u p e rc o llie rs  are a c t iv e  in  
w o r ld  trade, th e y  c a n n o t take o n  a fu l l lo a d  
at U S . coa l p o rts , because at 100,000 d e a d ­
w e ig h t  tons th e y  re q u ire  a c h a n n e l d e p th  
o f a bou t 50 feet. N o  m a jo r  U S . c o a l p o r t is  
d e epe r th a n  45 fe e t  

M a n y  ports h a v e  a p p lie d  fo r the  r ig h t  to  
d e ep e n  th e ir  c h a n n e ls , b u t the  a p p ro v a l 
p rocess is  s t il l back  in  th e  age o f the  c lip p e r  
s h ip . A p p ro v a ls  r o u t in e ly  take 20 years , 
th o u g h  C o ng re ss  is c o n s id e r in g  le g is la t io n  
to speed u p  th e  a c t io n . I f  B a lt im o re  c a n  
d e ep e n  its  c h a n n e l to 50 feet, a 110,000-ton 
s u p e rc o ll ie r  lo a d in g  the re  c o u ld  k n o ck  $4 
o ff the  cu rren t $15-a-ton cost o f c a r ry in g  
c o a l to A m s te rd am  in  a 60,000-ton vesse l.

M o b i le  is  after A p p a la c h ia n  co a l, too . 
W h i le  th e  po rt can't e c o n o m ic a lly  h a n d le  
traffic f rom  the n o r th e rn  m in e s , s o u th e rn  
p ro du ce rs  in  T usca loo sa  a n d  B irm in g h a m  

• are less th a n  300 m ile s  aw a y  b y  r a il o r  
barge . G e rry  R o b in s o n , g en e ra l tra ff ic

m a n a g e r  o f  th e  A la b a m a  State Docks D |  
p a r tm e n t , s u r v e y s  th e  m a c h in e r y  that 
s p ra w le d  o v e r  100 acres of th e  im pressr] 
M cD u ff ie  Is la n d  export-coa l te rm in a l 
p ro n o u n c e s  it  "a c la s s ic  e x am p le  o f  u n d e l 
s ta te d  s o u t h e r n  e le g a n c e ."  B u t th e re T  
n o t h in g  u n d e rs ta te d  ab o u t M cD u ff ie  c l 
w ha t's  h a p p e n in g  to  i t  Backed b y  a 55ZI 
m i l l io n  b o n d  is s u e , th e  coa l s ta t io n  w i l  
m o r e  th a n  d o u b le  c a p a c ity , to 23.5 m i l l i o |  
to n s , w i t h in  tw o  years .

A long way to Kenova
O n e  h u n d r e d  fo r ty  m ile s  w es t , o n  thJ  

lo w e r  M is s is s ip p i,  N e w  O r le a n s  a n d  o t h e l 
c it ie s  are e n jo y in g  a n  u n p re ce d en ted  coal-l 
e x p o rt b o om . T h e  a c t iv it y  o ia y  seem  sur l 
p r is in g  s in c e  th e  N e w  O r le a n s  area is  no  l 
th e  m o s t  e c o n o m ic a l p la c e  f r o m  w h ic h  te l 
s h ip  A p p a la c h ia n  coaL  T h e  d is ta n ce s  make I  
h a n d l in g  it  e x p e n s iv e , e v e n  w h e n  it  is  car-| 
r ie d  to  p o r ts id e  b y  low-cost barge . For ex­
a m p le , D ra v o  e s t im a te s  that c o a l from  th e l 
K e n o v a  area in  W e s t V ir g in ia ,  w h ic h  can I 
be  h a u le d  a n d  lo a d e d  at H a m p to n  Roads I 
fo r a r o u n d  $15 a to n , w o u ld  cost $20 a to n  I 
d e liv e r e d  a n d  lo a d e d  at N e w  O r le a n s . In  
m a n y  cases, th e  p o r t is  bette r s itu a ted  to 
h a n d le  lo w e r- q u a lity  m id w e s t e m  coa l, 
w h ic h  can't b e  e c o n o m ic a l ly  s h ip p e d  to 
th e  East C o a s t a n d  so fo llo w s  th e  w in d in g  
tra ck  o f  th e  in la n d  w a te rw a y  s ys tem  that 
d ra in s  f ro m  lo w e r  I l l in o is  in to  th e  M is s is ­
s ip p i a n d  th e  G u lf .

continued
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_ B u t  d e s p ite  it s  h a n d ic a p s , N e w  O r le a n s  
s h o w s  p r o m is e  o f  b e c o m in g  a m u s c u la r , 
a n d  p e rh a p s  d is r u p t iv e , c om p e t ito r . E u ro ­
p e a n  a n d  A s ia n  cu s tom e rs  h a v e  b e e n  
f lo c k in g  th e re  b e cau se  th e y  h a v e  b e e n  ge t­
t in g  p o o r  s e r v ic e  i n  th e  E a s t  D u r in g  th e  
m o s t  s e r io u s  lo g ja m s  o n  C h es ap eak e  Bay , 
fo r e ig n  c o a l b u y e r s  d e s ce n d ed  o n  th e  
p o r ts , ag has t at th e  d is ru p t io n s . I f  a vesse l 
is  fo rced  to  w a it  in  p o r t , its  charte re r m u s t  
p a y  d em u rra g e , a w a it in g  ch a rg e , ju s t  as a 
p a sseng e r p a y s  th e  m e te r  o n  a ta x i s tu ck  in  
traffic . D em u r r a g e  o n  a 60,000-ton c o l l ie r  
c a n  c o m e  to  $15,000 a day . Tha t's  25 cen ts  
a t o n  o f  c o a l fo r  ea ch  day's w a it in g ,  $1.75 a 
w e e k , $730 a-m onth . Before lo n g , d e m u r ­
rage  charges  c a n  w ip e  o u t th e  East C oa s t 
ports ' cos t ad van tag es .

M a r y  A n n  H e id e r , m a n a g e r  o f  th e  b u lk  
d e p a r tm e n t  at A n d e rs  W il l ia m s  &  C o . in  
th e  p o r t  o f  H a m p to n  R oads , re ca lls  th e  re­
a c t io n  o f  a g r o u p  o f  v is it in g  fo re ig n  c u s ­
tom e rs  d u r in g  the  w o rs t d e la y s . " T h ey  
d id  s om e  h e a v y  th re a te n in g ,"  s he  r em e m ­
bers. " T h e y  s cream ed  and  s cream ed  a n d  
scream ed ."  T h e ir  m essage: "W e've  e ith e r  
go t to  c o m e  to  s om e  a r ra n g em en t o r w e ' ll 
g o  e ls ew he re ."

E ls e w h e r e , i n  m a n y  cases, ha s  b e e n  N  ew  
O r le a n s . W h e n  expo rt d e m a n d  p ic k e d  u p  
o n  t h e  M is s is s ip p i,  s te v e d o r in g  c om p a n ie s  
b e g a n  lo a d in g  co a l f r o m  barges d ir e c t ly  
o n to  c o l l ie r s  i n  th e  m id d le  o f  th e  M is s is ­
s ip p i  M id s t r e a m in g , as it's c a l le d , is  a  r iv ­
e r t e c h n iq u e  lo n g  u se d  fo r lo a d in g  m e ta l 
o re , g r a in , a n d  m e a l  F lo a t in g  de rr ick s  
w it h  c la m s h e ll buck e ts  s l in g  th e  co a l from _  
feeder ba rges  in t o  th e  s h ip s ' h o ld s . H a lf  a 
d o z e n  s te v e d o r in g  c om p a n ie s  can  lo a d  
c o a l i n  m id s tr e a m , at $2.75 p e r  to n . .

In search of security
L a nd- te rm in a l opera to rs  saw  th e  o p p o r ­

t u n it y  to  ge t i n  o n  th e  b u s in e s s  a n d  are 
n o w  lo o k in g  to  e x p a n d  e x is t in g  fa c il it ie s  
o r  ad d  n e w  ones . N o  few e r  th a n  e ig h t  ter­
m in a ls — to ta lin g  n e a r ly  50 m i l l io n  to ns  o f 
c a p a c ity— are b e in g  p la n n e d  a lo n g  th e  
lo w e r  M is s is s ip p i "There's a lm o s t a K lo n ­
d ik e  feve r i n  t h is  w h o le  coa l th in g ,"  says 
E x e c u t iv e  P ort D ire c to r  E d w a rd  S. R eed . 
T h e  la rges t c o a l m o v e r  w i l l  b e  L o u is  H . 
M e e ce , p r e s id e n t  o f In t e r n a t io n a l M a r in e  
T e rm in a ls , a h u sk y , s ilv e r- ha ired  en tre ­
p re n e u r  w h o  g a in e d  b ro ad  ex p e r ie n ce  in  
c o a l- te rm in a l f a c il it ie s  as a barge-tompa-

n y  e x e c u t iv e . M e e c e  is  u n d e r t a k in g  a n  ex­
p a n s io n  th a t  w i l l  n e a r ly  q u a d r u p le  ca p a c i­
t y  a t h is  t e rm in a l s o u th  o f  N e w  O r le a n s  to 
15 m i l l i o n  t o n s  a  y ea r .

T h e  q u e s t io n  is  w h e t h e r  t h e  d e m a n d  
w i l l  c o n t in u e  o n c e  B a lt im o r e , H a m p to n  
R o a d s , M o b i le ,  a n d  o th e r  p o r ts  in c re a se  
th e ir  c a p a c it ie s . M a r s d e n  W . M i l l e r  Jr., 
p r e s id e n t  o f M i l le r  C o a l S y s tem s  o f  Ba ton  
R o u g e , L o u is ia n a , r e tu rn e d  f r o m  a  recen t 
E u ro p e a n  to u r  t h in k in g  th a t f o r e ig n  cu s ­
tom e rs  w o u ld  b e  w i l l i n g  to  p a y  a  p r e m iu m  
fo r c o a l s h ip p e d  th r o u g h  N e w  O r le a n s  to 
b e  c e r ta in  th a t a n  a lte r n a t iv e  to  th e  eastern  
po rts  is  a v a ila b le . "A s lo n g  as y o u 'r e  w it h ­
i n  a d o lla r  o r tw o ,"  h e  says , " w h a t  t h e  b u y ­
er w a n t s  is  secu r ity ."

B u t i f  t e rm in a l o pe ra to rs  d o n ' t  g e t  lo n g ­
t e rm  c o m m itm e n t s  f r o m  fo re ig n  c u s to m ­
ers, th e y  m a y  f in d  t h e ir  f a c il it ie s  o p e ra t in g  
w a y  b e lo w  ca p a c ity . M a g n o l ia  C o a l C o . has 
b ro k e n  g r o u n d  o n  n e w  f a c il it ie s  w i t h  ut 
lo ng- te rm  con tra c ts , a n d  U 3 . S te e l's  R iv ­
e r G u l f  T ra n s p o r ta t io n  C o . is  t h in k  
in g  a b o u t  d o in g  th e  sam e . W h e t h e r  tha t 
m akes  sense  w i l l  d e p e n d  o n  h o w  m a n y  
t e r m in a l  o p e ra to r s  h a v e  s im i l a r  id e a s  
— an d  w h e t h e r  o v e rca p a c ity  g iv e s  for-

conlinued

S i x  n e w  w a y s  t o  i m p r o v e  y o u r  n e x t  p r e s e n t a t i o n .

■ Storage compartment provides 
space for a remote control and a 
spare lamp.

■ Rear-access projection 
lam p makes it easy to 
replace lam p or entire 
lam p m odule w ithout 
d is turb ing projector.

■ New high-effiriency, long 
life lam p provides increased illum in a ­

tion w ith  improved center tocom er 
uniform ity .

■ New slide- 
select bar lets you 
change and cue slide 
trays qu ick ly  and easily 
without having to plug in 
and turn on the projector.

■ Built-in v iew in g  screen (on 
some models) makes it convenient 
to edit or v iew  slides in  normal 
room illum in a t io n .
© Eastman Kodak Company. 1981

W hen  w e designed th e  n ew  K odak  E k ta g ra p h ic  IE  
projector, w e  added features to  im p rove pe rfo rm ance  
and increase conven ience . B u t w e  kept th e  ones tha t 
m ake the Ek tag raph ic  pro jecto r a favo rite of a u d io ­
v is u a l professionals.

Features as dependab le as g r a v ity  and as s im p le  as 
the w hee l. Choose from  s ix  m ode ls  at you r 
dea ler in  Kodak  au d io v is u a l p roducts . O r 
use the coupon for de ta ils .

The new Kodak EktagraphicITT projector.
Eastm an K odak Com pany 
Dept. A4049 
Rochester, NY 14650
Please send me details about the new Kodak Ektagraphic 
HI projector.

Nime

Title

O rjim n tion

City S u u

Zip Phene
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e ig n  cu s tom e rs  a  ch a n ce  t o  w h ip s a w  th e ir  
s u p p lie rs , r- " r  “•

A s  i f  a n t ic ip a t in g  a  fu tu r e  d f  o v e r c a p a c i­
t y  a n d  ra te  w a rs , th e  t e rm in a l o pe ra to rs  
a re  lo o k in g  h a rd  at t h e ir  e c o n om ic s . M e e ce  
b e lie v e s  tha t n e w  eas te rn  co a l t e rm in a ls  
w i l l  b e  m o r e  e x p e n s iv e  t h a n  p re s en t f a c i l i ­
t ie s  b ecause th e y  w i l l  h a v e  h e a v ie r  c a p ita l 
cos ts  to  recove r. W h i le  t h e  lo a d in g  fe e  at 
th e  N & W  te rm in a l is  n o w  o n ly  46 cen ts , 
h e  th in k s  n e w  Hast C o a s t te rm in a ls  w i l l  
h a v e  to  c h a rg e  $3 to  $4. T h a t  c o u ld  be  
e n o u g h  to  d e s tro y  th e ir  transporta tio n-  
co s t ad van tag e .

Here come the Indians
I n  a n sw er , eastern  te rm in a l d e v e lo p e rs  

a re n e g o t ia t in g  w it h  th e  N & W  a n d  th e  
C h e s s ie  to  c u t  the  costs o f  m o v in g  c o a l 
f r o m  m in e  to p o r t  F o r  e x am p le , t h e  C h e s ­
s ie  says it  is  c o n s id e r in g  a r e d u c t io n  o f 
a b o u t  52 a to n  in  th e  cost o f  s h ip p in g  c o a l 
b y  u n it  t r a in  in t o  C o n s o l id a t io n  C o a l's  
n e w  te rm in a l i n  B a lt im o re . In  a n s w e r  to 
that. N e w  O r le a n s  o pe ra to rs  are c o n t in u a l­
ly  p re s s in g  for lo w e r  u n it- tow  ra tes  o n  th e  
M is s is s ip p i a n d  o th e r  r iv e rs . W r th  m a n y  
rates s t i l l b e in g  c o n s id e re d , it is  too ea r ­

l y  to  t e l l w h o s e  e c o n om ic s  m a y  t u r n  u x it  
m o s t  fa vo ra b le .

O th e r  c om p e t ito rs  c o u ld  c o m e  o u t t  o f 
n o w h e re . D . K . L u d w ig , 84, p la n s  to  a n c h o r  
a w a re h o u s e  s h ip  i n  D e la w a re  B ay  t tta t  
c o u ld  re c e iv e  c o a l f rom  barges a n d  t ra n s fe r  
i t  to  140,000-ton s u p e rco llie rs . T h e  Tu iaaSp 
In d ia n  t r ib e  ha s  re ta in e d  D ra v o  to  s t iu iy  
t h e  fe a s ib il ity  o f  b u i ld in g  a 15-m il l io n - t im  
t e rm in a l o n  t r ib a l la n d  a t P o s s e s s io n  
S o u n d , W a s h in g to n . A n d  th e  S u n  3 d  
S h ip p in g  C o . o f S o u th  K o rea  has  ob ta inaed  
a con tra c t to e xp o rt co a l at S ew a rd , A la s k a .

N e w  York's h a rb o r  h a n d le s  h a r d ly  asbj 
c o a l to d a y , b u t  tha t doesn 't m e a n  it  
w o u ld n ' t  lo v e  to . T h e  P ort o f  N e w  Ycxnk 
a n d  N e w  Jersey has a m a rv e lo u s  a d v a n ­
tage . T h e  12-mile c h a n n e l f r o m  A m b r o s e  
L ig h t  to th e  p iers'" S ta ten Is la n d  a n d  Pcsrt 
Jersey is  m u c h  r  r th a n  th e  e n t ra n c e s  
to  o th e r  U S . c o a l „ ,. N e w  Y o rk  c o u ld  n e
d red g ed  to 60 feet i j r  less m o n e y  th a n  it  
w o u ld  take to  d red g e  a n y  o th e r  p o r t  to  50 
fe e t  A  p o rt 60 feet d e ep  c o u ld  a c c o m m c o  
d a te  s u p e rc o llie rs  o f  200,000 d e a d w e ig lh t  
to n s , n e a r ly  tw ic e  th e  s iz e  o f  a n y  tha t h a s  
so far en tered  a U S . ha rbo r.

L o c a l a u t h o r i t ie s  a re  n o w  t h i n k i n g

a b o u t  p u t t in g  u p  th e  $140 m i l l io n  ne 
t o  d e ep e n  th e  c h a n n e l th em se lv e s , 
w o u ld  a v o id  t h e  le n g t h y  fede ra l au tho  
t io n  p rocess . N e w  Y o rk  o ff ic ia ls  a re so 
in g  o u t  f o r e ig n  c o a l b u y e rs  to  see if  
w o u ld  b e  in te re s te d  i n  c o n tra c t in g  for 
th a t  C o n r a i l c o u ld  h a u l f r o m  A p p a l a c f  
t h e  h a rb o r . I f  t h e y  d o  s h o w  in te res t, 1 
Y o rk  c o u ld  b u i ld  24 m i l l i o n  tons  o f te 
n a l cap a c ity .

Where chips are piled
W it h  c o a l t e r m in a ls  b e in g  b u i l  

p la n n e d  at 29 h a rb o rs , t h e  w in n e rs  
h a r d  to  p ic k , b u t  it's c le a r  w h e re  the 
t in g  is  h e a v ie s t  T h e  c h ip s  a re  p ile d  h ig  
o n  th e  o ld  a n d  c la ss ic  fo rm u la :  coa l f 
t h e  A p p a la c h ia n  f ie ld s  m o v in g  thro  
C h es ap eak e  B ay . A s  th e  m a rk e t e x p lo  
H a m p to n  R o a d s  w i l l  s u r e ly  f in d  its dc 
n a n c e  e ro d ed , b u t  i t  w i l l  s t i l l  re ig n  as k 
E ls e w h e r e , t e rm in a ls  th a t  h a v e  n o t 
b ro k e n  g r o u n d  fa c t  th e  r is k  o f be 
in s ta n ta n e o u s ly  s u p e r f lu o u s . Those i 
b u i ld  w it h o u t  h a v in g  t h e ir  traffic ensu 
b y  lo ng- te rm  co n tra c t face cu tth roa t ci 
p e t it io n . In d e e d , th e  c o a l t ra d e  looks l i l  
m a rv e lo u s  o p p o r tu n it y . F o r  th e  brave .

Scudder offers special IRA plans 
fo r  corporate, public, and other

em ployers
P A Y R O L L  D E D U C T I O N  seeking ways 

I R A  P L A N S  employees

F O R  E M P L O Y E R S  ancecwe ^ At0 the
benefits. Autom atic payroll deduction 
plans are available. Call fo r our 
com prehensive booklet describ ing 
Scudder’s plans fo r employers.

Investm ent options are flexib le and l 
include six Scudder no-load m utual I 
funds: money m arket, com m on stock,, 
income, and international.

SCUDDER INDIVIDUAL 
RETIREMENT ACCOUNTS

Scudder Fund Distributors, Inc.
175 Federal Street, Boston. MA 02110

Call o r w rite  fo r  deta ils.

NATIONAL GROUP 
IRA DEPARTMENT

1-800-225-2471
(within Mass., call collect 

617-482-3990)

T ire  SCUDDER NATIONAL .‘SERVICE NETWORK
Boca Raton • Boston • Chicago e Cincinnati • Cleveland e Dallas • Houston 
Los Angeles e New York • Philadelphia • Portland, (Ore.) • San Francisco
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INTRODUCTION OF IAN ROSS

O u r  k e y n o t e  s p e a k e r  c o m e s  t o  u s  a r m e d  w i t h  a  b a c k g r o u n d  r i c h  

i n  e x p e r i e n c e  o f  t h e  k i n d  w e  b e l i e v e  t o  b e  n e e d e d  i n  A l a s k a .

A  m e c h a n i c a l  e n g i n e e r  h i m s e l f ,  h e  i s  a  m e m b e r  o f  v a r i o u s  

e n g i n e e r i n g  a s s o c i a t i o n s  i n  N o r t h  A m e r i c a  a n d  E u r o p e  a n d  i s  

C h a i r m a n  o f  t h e  S w a n  W o o s t e r  G r o u p  o f  C o m p a n i e s  h e a d q u a r t e r e d  

i n  V a n c o u v e r ,  B r i t i s h  C o l u m b i a .

T h e  S w a n  W o o s t e r  G r o u p  h a s  a  s t a f f  o f  6 0 0  p r o f e s s i o n a l s  a n d  

t e c h n i c i a n s  a c t i v e  i n  m a j o r  p o r t  a n d  h a r b o r  b u l k - h a n d l i n g  

p r o j e c t s  i n  N o r t h  A m e r i c a  a s  w e l l  a s  1 2  o r  1 3  i n  o t h e r  

c o u n t r i e s  o f  t h e  w o r l d .  T h e s e  i n c l u d e  t h e  R o b e r t s  B a n k ,  

V a n c o u v e r  a n d  R i c h a r d s  B a y ,  S o u t h  A f r i c a  p o r t s  w h i c h  I ' m  

s u r e  w e ' l l  h e a r  a b o u t  t o d a y .

M r .  R o s s  h a s  b e e n  w i t h  h i s  c o m p a n y  f o r  3 0  y e a r s ,  s e r v i n g  a s  

p r e s i d e n t  b e g i n n i n g  i n  1 9 6 6  a n d  C h a i r m a n  a n d  p r e s i d e n t  i n  

1 9 7 1 .  H e  i s  a l s o  a  m e m b e r  o f  t h e  b o a r d  o f  d i r e c t o r s  o f  

S a n d w e l l  a n d  C o m p a n y  a n d  W i l l i a m s  B r o t h e r s  C a n a d a  L i m i t e d ,  

g a s  a n d  o i l  p i p e l i n e  c o n s u l t a n t s .

M r .  R o s s '  t o p i c  i s  A N A T O M Y  O F  A  S U P E R P O R T :  A  L O O K  A T  A L A S K A ' S

N E E D S .  T h e  t o p i c  a l o n e  c o u l d  b e  t h e  s u b j e c t  o f  a n  e n t i r e  

s y m p o s i u m .  S u c h  a  t i t l e  s u g g e s t s  a  p r e s u m p t i o n  o f  n e e d  o f  

s u c h  f a c i l i t i e s  i n  A l a s k a  t o  s u p p o r t  c o a l  m a r k e t i n g  o u t s i d e  

t h e  s t a t e .  A n d  s h o u l d  s u c h  f a c i l i t i e s  b e  s h a r e d  b y  o t h e r  

i n d u s t r i e s  f o r  t r a n s l o a d i n g  o i l  a n d  o i l  a n d  g a s  p r o d u c t s ,  

m i n e r a l s  a n d  a g r i c u l t u r a l  p r o d u c t s ,  f o r  e x a m p l e .

I t  i s  w i t h  e x t r e m e  p l e a s u r e  t h a t  I i n t r o d u c e  a  g e n t l e m a n  

w h o  i s  e m i n e n t l y  q u a l i f i e d  t o  d i s c u s s ,  i n  t h e  t i m e  w e  h a v e  

a l l o t t e d ,  A l a s k a ' s  b u l k  p o r t  n e e d s .

L a d i e s  a n d  g e n t l e m e n ,  l e t ' s  g i v e  a n  A l a s k a n  w e l c o m e  t o  

M r .  I a n  R o s s .
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THE ALASKA COAL MARKETING CONFERENCE

JANUARY 23, 1981 

ANCHORAGE, ALASKA

Notes from the Luncheon Address 

By Ian S. Ross 

Chairman: Swan Wooster Engineering Inc.

Sponsored by

THE RESOURCE DEVELOPMENT COUNCIL FOR ALASKA, INC.

As background, I would like to briefly comment on a few historical facts 
concerning coal and then look at what has happened during the past decade 
or so and what we forecast could occur over the next two decades.

Following this I ha\e prepared some slides to show where Alaska might fit into 
the world coal trading pattern,followed by details of some of the larger coal 
terminals and then a brief description of the major machinery components which 
would form the nucleus of a world scale coal terminal for Alaska, what it 
might cost,and the impact of a bulk terminal on the community.

One can say that the main reason for the evolution of coal production is that 
mankind developed a great apoetite for energy. This appetite was fostered as 
man utilised tools to amplify human effort, harnessed gravity through water 
flow, captured fire and utilised heat and so on. This fire business started 
many years ago, and eventually moved to coal, particularly in the years lead­
ing directly to the feasibility in energy terms of the industrial revolution. 
This (evolution created an appetite for more and more energy which in due 
course became satisfied by oil, relatively easy to move around the world, 
but remarkably concentrated as to its sources. That was of course the ultimate 
strength of the Organisation of Petroleum Exporting Countries (OPEC) - its con­
centration within that a dangerously unifying thread of (slam.

But coal's role was historically important - without its discovery, production 
and utilisation, the world would have stood still rather than advanced tech­
nically and economically but by the end of the 1960's the common view was that 
coal was an industry in decline even to the point that many countries, histor­
ically important as coal producers, were looking for ways to quietly and 
peacefully end their coal industries.

Indeed some still are, as an example France,where only 15 years ago France 
produced 50 million tons of coal a year but as a matter of policy this dropped 
by the progressive closing of pits to less than 20 million tons today and by 
1990 :-.his will be halved, and the end of the century is likely to see this coal 
production finished. This is more remarkable when at the same time the annual 
corsumption of coal in France is now close to 50 million tons so that imports 
have had to compensate totally for the domestic production down turn.

N o t e :  S l i d e s  N o t  I n c l u d e d  i n  T h e s e  P r o c e e d i n g s
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Similar events are, and have taken place, in the U.K. Fifty years ago Britain 
produced 250 million tons of coal a year and this has steadily gone down so 
that today the level is about 50% or 125 million tons.

Pendulums swing, but who could have foreseen today the quite extreme statements 
from those in high places who say that coal is now the saviour of mankind, 
coal is the West's ace in the hole and so on.

Let us look for a minute at world energy consumption that is primary energy 
which is the consumption of energy for the first time. Today oil and gas 
account for about 60% of the world's primary energy needs, coal about 30% and 
the remaining 10% a combination of hydro and nuclear. Now a truly interesting 
and extraordinary fact underlying that division into energy sectors is trans­
portation. Oil and gas have always moved to markets but coal has tended to 
bring consumption to the locality of its production.

After the decline of coal, principally steam or thermal coal towards the end 
of the 1960's the principal coal carried at that time on the oceans of the 
world was coking or metallurgical coal to be used in the production of steel. 
There were, of course, and still are major inland movements of coal - Eastern 
U.S.A. to Canada, Poland to its neighbours, etr., but very little steam coal 
was noved by ocean transport during this time On the matter of coking 
coal the forecast world growth by 1990 is nor expected to be 
dramatic it is only expected to be about 10% due to increased blast furnace 
efficiency requiring less coal per ton of iron produced, as well as further 
movement toward direct reduction of iron ore eliminating, in this case,the 
need for coal. One other interesting point is with regard to ship size con­
cerning coking coal and this lies in the fact that coking coal has to be 
blended with other coals which is generally done at the blast furnace or 
importers site, thus limiting the tonnage of any one type of coal that can 
be accepted by the buyer. This in turn coupled in some cases by Panama Canal 
limits, means that some of our older coal exporting ports,which currently 
have 40' or so draft, that unless rebuilt will be less efficient as to the 
larger vessel size which will be required by the future steam coal trade.

In 1980 some 230 million tons of coal moved by sea, including coking coal, 
but only representing about 5% of the total annual world coal production of 
2.5 billion tons, however in that same period the quantity of oil and gas 
moved by tanker from production areas to countries of utilisation was about 
60% of total world production of oil and gas.

Now let us see how the expert forecasters of this world would have us shape
our energy appetite, say over the next'20 years.

By any criteria this is the critical period. Why?

Because we have fear, not simply the matter of Islam or Iran but there is also 
the fear that no longer can we afford to have a bland reliance on the ongoing 
availability of oil.

Crude oil reserves are now at a level which must quite soon curtail the
increase of oil production so that by the year 2000 we expect a plateau in
oil production with a probable tailing off through the first half of next 
century.

So what of nucelar? It is clear to me that unquestionably we need to forge 
ahead on nuclear fission and fusion technology by applying it massively to the
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swan wooster

base load production of electricity but even at a maximum rate of investment 
in such plants and full contract or commitment, we cannot expect to see any 
dramatic acceleration in nuclear energy production in percentage terms this 
side of the year 2000.

Much is talked today about solar energy and biomass, geothermal heat, tidal 
harness and wind. I cannot talk today adquately in the time allowed about 
these other alternatives except to give my view that these too must all be
pursued and brought on to our energy menu.

And so I want to come back to coal.

We have seen the probability of a plateau for oil and gas on a global basis.
The overall growth of our energy appetite, even allowing realistically for a 
successful effort at energy conservation will still grow at around 2.5% per 
year which means doubling about every 35 years, so that word 'massive' for
coal's growth is not carelessly used.

Over the past 20 years the total global growth in annual coal production of 
coal was only 600 million tons including export and domestic coal. Currently 
about 230 tons move on the oceans in the form of export coal and now we are 
looking at an increase in this export coal over the next 20 years of 3 to 4 
times that figure to conservatively 600 to 800 million tons but some groups 
are estimating that this figure can be as high as l billion tons a year by 
the end of the century.

Whichever we take, it is still a massive rate of growth but should not be 
confused with total world production, - this is the increase in volume to 
be moved by deep sea vessels to foreign markets.

Of this growth a significant tonnage will need the new infrastructure of rail, 
port and shipping to be moved across oceans to satisfy demands in distant 
countries. Coal will move from the U.S.A., Australia, Canada and South 
Africa to Japan and the Far East, to Europe, and of course coal from quite 
new coal producers such as Botswana, Mozambique, Nigeria, Colombia, Indonesia 
and from here in Alaska. I should mention that in the case of Colombia, in 
South America,they are getting ready to design a bulk coal terminal to export 
15 m.t.p.y. rising to 30 m.t.p.y.,this is an Exxon development.

Whether we take the low forecast for coal growth or the high figure the results 
of the required world-wide effort from the coal industry will have to be 
decisive if we are to satisfy our global energy appetite and I should mention 
that there are some very decisive steps1 being taken now in the way of new 
facilities by the importing countries.

The following slides show some of the world trends in coal exports, some of 
the major coal exporting and importing ports and where Alaska fits into this 
global scene from a transportation viewpoint.

It might be worth mentioning in the matter of transportation of coal to world 
markets that the total transportation cost (land, terminals and ocean) often 
exceeds the production cost of the coal. Therefore, one can readily see the 
need for all segments of the transportation system, including the port, to 
be highly efficient in operation.
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SLIDE 1

The first slide indicates the relationship of Alaska to the world seaborne 
coal trade with the thickness of the lines in proportion to the annual volume 
of seaborne coal moved from the producing countries to receiving countries.

These are 1980 volumes and this picture is expected to change dramatically 
over the next 10 years. It is also interesting to note coal trade between 
the West coast of this continent to Europe - a coal trade that only a few 
years ago one would have said was impossible, and I gather that you have 
recently had enquiries from Europe.

SLIDE 2

There are a number of countries, some new to coal, planning substantial 
increases in coal imports, and we have overlaid these countries on the previous 
slide. Of particular interest to Alaska will be Japan, Taiwan and Korea, 
and of course your first trial shipment has already gone to Korea. Also in 
the Far East one cannot overlook the Philippines, Hong Kong and Singapore 
who are each requiring coal for power plant use. There are other possibilities 
such as Hawaii, who are now buying some coal from Australia whereas from a 
transportation advantage this coal should come from Alaska, as well as in 
the National interests, but in the case of Japan, Taiwan and Korea each one 
of these countries have already announced new coal import plans.

There is no doubt with the present situation in Poland, a country which was 
a major coal supplier for many years to neighbouring European countries, 
that these countries are now most concerned since it is vitally important 
to have security of supply of coal whether for power plant or blast furnace 
feed. One cannot over emphasize the matter of security and reliability and 
in a number of cases, in order to ensure security of supply, some countries 
will traditionally look for supply from several sources, a point which should 
benefit Alaska.

SLIDE 3

The next slide shows some of the major coal exporting ports in the world and 
provides an indication of the size in terms of annual tonnage thruputs of 
some of these terminals as well as some of the projected thruputs. These 
are order-of-magnitude figures only and could vary slightly, but will serve 
to indicate some developments which are taking place in coal terminals.

SLIDE 4

Complimentary to the previous slides this slide indicates a conservative 
growth in coal to be moved on the oceans of the world over the next two 
decades. Now these growth figures should not be confused with total world 
production which as pointed out before is some 2^ billion tons a year with 
most of this coal being consumed by the countries which mine it, nevertheless 
the forecast increase of 3 to 4 times today's ocean export volume to be 
carried on the oceans of the world by the year 2000 is dramatic.
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MAJOR ROUTES OF SEABORNE COAL TRADE

SLIDE 1 Thickness of lines indicate annual volumes movement of coal.



COUNTRIES PLANNING SUBSTANTIAL INCREASES IN 
COAL IMPORTS

Finland 
Sweden

a
Denmark

Ireland 
Holland 
Spain

Germany

SLIDE 2 Note: There are other smaller increases of coal imports
planned such as Singapore, Hong Kong, Philippines, 
etc. but these are relatively minor.



ANNUAL THROUGHPUT OF MAJOR COAL EXPORT TERMINALS 
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SLIDE 3 Note: These are order-or-magnitude figures only
and will he constantly subject to change.
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Note: This forecast relates only to coal to he moved on the oceans of the world, i.e.
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SLIDE 5

Here we have taken a specific market - Japan - who propose to triple their coal 
imports by the year 2000, and compared the end cost of coal, or f.o.b. Japan, 
on an order-of-magnitude basis against Western Canadian and Australian coals. 
These are comparison units costs only but serve to indicate the advantages 
Alaska has on the transportation side, both land and ocean, and how it reflects 
in the end price. These figures also indicate the relatively high trans­
portation component in the price of the coal at the market place.

SLIDE 6

This is a comparison table showing the various nautical mile distances between 
Alaska and some of the major coal export ports to the receiving ports in Europe 
and in the Far East.

SLIDE 7

Where does some of this coal go?

This is the EKOM terminal in Holland which is a typical European receiving 
terminal with much of this coal being transshipped inland in Europe either 
by barge or rai1.

Immediately adjacent to this terminal we are currently designing a new 
receiving terminal to import initially 6 m.t.p.y. rising to 25 m.t.p.y. The 
maximum size of vessel which will be accommodated here is in the 200 - 250,000 
DWT size. I mention this because it does mean in order to optimize the total 
transportation system that the ship size to be accommodated at, say the 
Alaskan end of the system, should be in this order but it will be a few 
years before we see vessels of this size in the coal trade.

SLIDE 8

This is the Richards Bay Coal Terminal located on the Indian Ocean side of 
South Africa which was first started on the basis of 2?s m.t.p.y. The con­
struction of the overall project began just 8 years ago and was designed 
not only to handle coal, which started it all, but other bulk and heavy 
lift cargoes. Just 4 years later, in 1976, after a massive dredging operation 
the original Bay being only 6 or 8 feet deep; not 60 feet plus like you have 
here in Cook Inlet, the first coal was loaded.

About 80,000 tons of coal arrives daily with the current annual rate of, in 
a space of just under 5 years, reaching 28 m.t.p.y. making it today the 
largest single coal terminal in the world and now being planned for 44 m.t.p.y.

SLIDE 9

The future Richards Bay Coal Terminal at 44 million tons oer year. We have 
this additional work underway now with completion in 2 to 3 years time.
At this point it might be interesting to mention the matter or ownership 
and operator since this issue has recently been raised several times. The 
land is owned by the National Railway, an arm of the Government, who carried 
out the dredging, site preparation work (that is the rough grading only) 
and laid power, water, road and rail service to the site, all of which we 
refer to as infrastructure. This area was then leased to 10 or 12 coal 
producers who in turn formed a terminal company to operate and manage the 
terminal. This company desianed, built and financed all of the necessary
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APPROXIMATE DELIVERED COST OF COAL

$ / t o n n e  ( 1 9 7 9 )  

W e s t e r n  C a n a d a  A u s t r a l i a A l a s k a

t o  J a p a n t o  J a p a n t o  J a p a n

M i n e 1 7 . 5 0 2 0 . 0 0 s a m e

L a n d  T r a n s p o r t 1 5 . 0 0 7 . 5 0 m u c h  l e s s

E x p o r t  P o r t 2 . 0 0 2 . 0 0 s a m e

M a r i n e  T r a n s p o r t 8 . 0 0 7 . 0 0 l e s s

I m p o r t  P o r t 2 . 0 0 2 . 0 0 s a m e

D e l i v e r e d  C o s t 4 4 . 5 0 3 8 . 5 0 l e s s

SLIDE 5 Note: These costs shown are for steam or thermal coal



DISTANCE COMPARISON IN

J a p a n

A n c h o r a g e  3  7 0 0

U.S.A.

H a y  P o i n t  3  9 5 0

AUSTRALIA

R i c h a r d s  B a y  8  2 5 0

SOUTH AFRICA

R o b e r t s  B a n k  4  2 5 0

CANADA

NAUTICAL MILES

R o t t e r d a m  

9  3 5 0

1 4  5 5 0

7 1 0 0

8  8 5 0

SLIDE 6



coal handling machinery, the electrical and mechanical work, the foundations, 
the terminal rail trackage, maintenance and office buildings, etc. 
Incidentally these coal producers include Shell, B-P, Total, Anglo-American 
and other major corporations. Most of the contracts for coal sales run for 
10 - 15 years, as is the case with a number of similar coal developments, all 
of which allows for orderly investment and expansion.

On the matters of terminal charges the higher annual thruputs will reduce the 
cost of handling the coal across the terminal, certainly in the lower volume 
range.

SLIDE 10 & 11

Closer to home is Kaiser's Westshore Coal Terminal at Roberts Bank which is 
a large delta area off the mouth of the Fraser River near Vancouver. This 
terminal is now handling approximately 11 m.t.p.y. almost all this coking 
coal. The terminal began shipping some 10 or 12 years ago on the basis of 
3 million tons per year. Plans are now underway to increase the thruput to 
32 m.t.p.y. The new coal will be lar jely thermal coal. This has been a 
very efficient and successful terminal.

The site is unique -- it is a 50-acre artificial island constructed 3 miles 
offshore in order to reach deep water with minimal dredging and no maintenance 
dredging but at the same time, to produce a relatively economical site in 
terms of cost per acre which was achieved. The facility was in production 
21 months from start of engineering and construction to completion and 
shipping coal including the creation of the "island".

SLIDES 12 & 13

This "island" at Roberts Bank is now being tripled in size at a cost of 
approximately $40 million to prepare for the 32 m.t.p.y. thruput. The cost 
of this additional infrastructure which includes as before, rough grading 
and services, is being borne by the Federal Government who recover the total 
amount at no cost to the caxpayer in the form of lease charges, plus a thruput 
charge which can have an incentive formula to encourage greater thruput. The 
terminal operator will then construct all the necessary on-site facilities, 
the berth coal handling pi ant, buildings, etc. costinq in this case about 
$200 million at the 32 m.t.p.y level.

SLIDES 14, 15 & 16

The following slides are to indicate that a coal terminal can live peacefully 
with the environment and with residential dwelling and commercial buildings 
close by.

In the case of the Neptune Terminal, SLIDE 14, it was coal which initially 
launched this terminal at 3 m.t.p.y. which now in addition to coal, the 
terminal handles bulk potash as an export and phosphate rock as an import.

Vancouver Wharves, SLIDE 15, is a multi-product bulk terminal handling products 
such as bulk fertilizer, sulphur, potash, copper, lead and zinc concentrates, 
packaged lumber and pulp again located close to commercial and residential 
areas.
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The next slide takes us back to Richards Bay for a moment where immediately 
adjacent to the terminal is a nature reserve and here in the foreground,with 
the terminal right behind,is a flock of pelicans which have become the logo 
of the terminal.

What type of site do we need for a bulk port"

Ideally, level land and if the area is to be served by rail then a site 
initially in the order of 30 - 50 acres, but which could be expanded if nec­
essary to several times this size.

Deep water is essential.

When we look at the forecast figures for export coal growth and the fact that 
today that we are already loading cargoes in the 160,000 DWT range then 
obviously for a new port we should, if possible, make provision for ships 
in the order of 200,000 to 250,000 DWT. It is interesting to note that 2 
new coal receiving terminals now being planned, one in Europe as mentioned 
earlier and one in the Far East are both allowing for vessels of 200 - 250,000 
DWT size.

The power demand by a terminal is not excessive nor are the other services 
but the land access by road and rail is important as well as availability to 
labor.

There are other opportunities once a facility is in place which can provide 
power, rail access, deepsea ship access, labor availability and land, and 
particularly where coal or other sources of energy are available which could 
lead to the establishment of an industrial park adjacent to such a terminal. 
This has occurred in other countries where the terminal has been the stimulant 
and there are obvious advantages in over-the-fence-trading.

SLIDE 17

The various key components at Roberts Bank are similar to most coal exporting 
terminals and would be typical examples of the equipment etc. required for a 
bulk c o a l  terminal for Alaska. If we start at the receiving end and assume 
that the coal will arrive by train as compared to conveyor, pipeline or truck, 
then the unit trains which generally arrive, depending upon distance and other 
factors, in units from 60 or 70 cars up to 200 cars, are now handling upwards 
to 16 - 17,000 tons of coal per train.

SLIDE 18

These unit trains are permanently coupled with rotary couplings allowing the 
cars to be rotated and dumped without uncoupling and then moved ahead with 
an indexing mechanism,the whole process taking about 90 seconds per car of 
100 tons of coal for a single dumper.

A fast train turn-around time is essential both at the mine and at the terminal, 
not only does it keep the number of trains needed to a minimum, but equally 
important it reduces the possibility of the coal freezing.

A good example of a high speed unit train operation is the Kaiser Coal/CPR 
unit train operation in Western Canada where the round trip distance is 1500
miles, much of it in sub-zero weather with heavy grades and including loco­
motive servicing, crew changes, loading and unloading - the complete round
trip operation is accomplished in 85 hours.
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The economics are obvious if you double this time you also double the number 
of cars and locomotives required to move the same annual tonnage plus the 
additional operating costs. All this reduces down to the need to have a • 
good rail layout at each end of the system which in the case of the terminal 
can often dictate the shape and extent of land required. A complete loop 
track at the terminal.is commonly used which allows the train to be unloaded 
and headed back to the mine without any shunting or reversing.

From the train the next major function is stockpiling, however, the terminal 
should always have the ability to move coal directly from train to ship.
The calculation of the optimum volume to be allowed for in storage depends 
upon a series of factors, such as the train and ship arrival patterns, annual 
thruputs, number of grades to be handled and length of time due to internal 
combustion that certain coals can be allowed to remain in storage. The stock­
piling and reclaiming operations can be carried out by separate machines or 
by the same machine or by various combinations depending upon annual thruputs.

SLIDES 19 & 20

The combined machine, known as the bucket wheel stacker reclaimer, is in 
common use today. This machine can stockpile and reclaim coal for shiploading 
at rates up to 6 - 7,000 T.P.H.

A coal sampling tower is often located just prior to the coal going into the 
ship. Sampling is important as it generally forms part of the contract and 
determines the final value of each shipment of coal.

SLIDE 21

There are a number of different types of shiploaders, and usually items such 
as cost, foundation conditions, type of berth, ship size, tidal ranges, etc. 
must be considered in selecting the best suited shiploading equipment.

SLIDE 22

The import and export of other commodities can be accommodated - a typical 
example would be bulk alumina or bauxite for the manufacture of aluminum 
which has a high power demand. I understand that proposals along those 
lines have been considered for Alaska.

SLIDE 23

What does all this equipment cost in order to get into the coal port business?

If we assume that the land is available and adjacent to deep water, and if 
we exclude the cost of the land then the capital cost in today's dollars for 
a typicl terminal to handle say 6 - 1 0  m.t.p.y. of coal would be in the order 
of 365 million and would break down into the major items as shown, most of 
which were shown on the previous slides. The only major variable in the 
above cost summary would be the cost of the marine structures which in any 
event vary from site to site as compared to the other items of equipment.
(We are,at this moment,just starting 2 coal terminals which are being designed 
for thruputs of 9 - 10 m.t.p.y. and excluding the land cost the capital costs, 
similar to the terminal described here, are 358 and 365 million - these are 
todays prices which serve to indicate that the figures shown on the slide 
are in the right order).



6  - 1 0  MTPY TERMINAL APPROX. CAPITAL COSTS (1 9 8 1 ) $

S i t e  S e r v i c e s  a n d  R a i l $  2 , 0 0 0 , 0 0 0

U n i t  T r a i n  U n l o a d i n g 7 , 0 0 0 , 0 0 0

C o n v e y o r s 8 , 0 0 0 , 0 0 0

S t a c k e r  /  R e c l a i m e r s 1 8 , 0 0 0 , 0 0 0

S h i p l o a d e r s 1 2 , 0 0 0 , 0 0 0

M a r i n e  S t r u c t u r e s 1 0 , 0 0 0 , 0 0 0

S a m p l i n g  P l a n t 1 , 5 0 0 , 0 0 0

E l e c t r i c a l  E q u i p m e n t 5 , 0 0 0 , 0 0 0

A n c i l l a r y  B u i l d i n g s 1 , 5 0 0 , 0 0 0

T O T A L  ( e x c l u d i n g  l a n d  c o s t s ) $  6 5 , 0 0 0 , 0 0 0

sunn 2 j NOTE: The marine structures shown here at $10 million will vary
from site to site. Due to conditions of depth, 
distance to shore, ice, tidal range and ship size.



A port can make a major contribution to the economy of the r qion in which 
it is located. The Port of Vancouver recently commissioned tudy of its 
impact on the Greater Vancouver area and the study found that Vancouver, a 
major loading port for bulk commodities:

. directly and indirectly provided one job in ten in Greater 
Vancouver;

. created 12^ percent of the region's payrolls; and

. was responsible for, directly or indirectly, 16^ percent 
of sales and revenues in Greater Vancouver.

Although labour-intensive general cargoes have a greater economic inract t.ian 
bulk cargoes such as coal, bulk cargoes are still very important and some 
comparative numbers for the Port of Vancouver adjusted to late 1980 price 
levels are:

. coal, with a total port-related payroll of S32 million per year 
and a volume of 14 million tons, or $2.90 per ton;

. other bulks such as copper concentrate and sulphur, with a
payroll of $150 million and a volume of 11 million tons, or 
$13.00 per ton; and

. general cargo, with a payroll of $600 million, and a volume 
of 5,600,000 tons or $107.00 per ton.

A new bulk port in Alaska will add to the economic health of the surrounding
community and it will provide productive, high-incone jobs in the port and 
terminal. Expenditures by these employees will create service jobs for others, 
with the port generally creating an economic activity that would not other­
wise take place.

Ports such as we are considering can be funded and managed privately by one 
user or by a consortium of users or by a local public authority. If there 
is to be more than one user and I assume that this could be the case in an 
Alaskan bulk coal port, as well as possibly more than one product to be 
handled, then there is merit in considering an independent terminal operator 
either public or private,in order to avoid conflicts of interest by different 
users - which arise in the accommodation of different cargoes, and different 
arrival patterns. I mention this because in some cases where a government 
organization has initially funded the infrastructure development they have 
stipulated in the lease agreement with the terminal operator that the terminal 
must be made available to others for handling their products, providing that 
these other products are of a similar nature and have reasonable annual 
thruput volumes for practical reasons.

Finally as to coal's future why not look at the oil Industry?

In a phrase the oil majors are betting on coal.

These oil companies have invested over the past few years seveinl billion 
dollars in the acquisition of or in securing of important participation in 
companies and coal reserves around the world. The catalogue of all these 
activities would take a long time to read out, to name a few - Shell, Exxon, 
Continental, Mobil, Sohio, B-P, Standard Oil California, Gulf, Petrofina, 
Occidental, Atlantic Richfield, Total of France, etc., are all deep into 
coal mining and marketing on several continents which perhaps best of all 
demonstrates that they, as the energy leaders of the post war period each
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know that coal is to be the base energy for industry over the next similar 
period (30 - 40 years) by which time the new generation of nuclear energy 
should be well and truly starting to share the full strain.

As a last point I thought we could share some thoughts on the pricing of coal 
and how it differs from oil. Now you do recall the difference which I emph- 
azied between oil, which moves in a major way internationally and coal which 
does so traditionally in a relatively minor way. Right from the 1920's there 
has been a recognized pricing mechanism for oil recorded daily in the journal 
Platt's Oilgram. It still carries on today. Thus a concentrated yardstick 
for pricing crude oil did simplify OPEC's job when they elected to force up 
the global level of crude oil prices in 1973 and continued the action pro­
gressively ever since'.

The important point is that the impact of increased crude oil prices is direct 
and international, we all know that - wherever’we reside or in whatever country 
our business is mainly involved. Now coal in this regard is completely 
different. I said earlier that tne size of the international coal trade is 
but marginal relative to production - say 5% today of global coal production. 
This means that almost all coal is produced and consumed within its own region. 
Russian coal in Russia, U.K. in U.K., USA mainly in USA, India in India,
China in China, South Africa in South Africa and so on. Each of these is an 
example of what I am saying. What these countries pay internally for their 
coal - their own coal.whether this is high or low by another's standard has 
no bearing whatsoever on the price which a consumer will pay for coal from 
another economic region.

Take Egypt as a typical example, Egypt is buying coal from USA, USSR,
Poland and Australia. How much coal from each supplier is Egypt's affair 
as well as the various costs of coal laid down at Egypt's ports from the 
supplying countries. This is free trading in coal with no fixed pricing 
structure. But this free trading which is typical is forcing coal producers 
to establish real mining efficiencies and first class transportation to ports, 
as well as efficient port operations. It is also causing ship owners to set 
themselves up with properly designed coal carrying vessels. At the other 
end consumers must match all this by their own capabilities in receiving 
coal efficiently and economically as a part of the total transportation 
system. When the final decision is made on the port selection, the land 
and marine access, and this may sound elementary, but we must remember that 
the coal buyer in effect has the last word for not only is he looking for 
security and reliability of supply but also for the safest possible marine 
access and secure facilities for his ships. To put this another way, ideally 
one should decide from a national standpoint where the best port location 
is, the railroad route, etc. because our real competition is not here in
the "backyard" - it is from ither countries.

This has been a broad-brush rc iew of coal on a global basis and of some of
the world bulk coal ports together with the components which would go into
a bulk port such as could be developed here in Alaska.

Today we are see ing  c e r t a i n  new coal mines beino developed a t  about  h a l f  the 
cos t  of  developing seme of  our  o i l  r e se rves  in terms o f  e g u i va l e n t  energy 
u n i t s .  Also,  as a t yp i ca l  example,  the Hong Kona Power and Light  Author i t y  
who are today i n s t a l l i n g  new large  coal f i r e d  thermal power p l a n t s ,  e s t i ma t e  
t ha t  the cos t  of  coal as a fue l , which  they must import  to f i r e  these p l a n t s ,  
wi l l  be h a l f  t h a t  o f  o i l .

/aid in conc l us i on ,  whi le  we know tha t  we must cont rol  our  f u ture  enemy d i e t  
and t h a t  some items on the menu wi l l  be expens ive ,  I can assure  you t h a t  for  
some years  ahead one of  the main di shes  on th i s  enemy  menu wi l l  he coa l .
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