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ALASKA STATE LEGISLATURE

HOUSE SPECIAL COMMITTEE ON INTERNATIONAL TRADE AND TOURISM

P.O. BO X V, JUNEAU 99811
(‘;07)i65jy73

MEMORANDUM
To: Senator Pat Rodey

Chairman, Senate State Affair
April 22, 1991

From: Representative Tom Moyer '
Chairman, House Special Committee 
on International Trade and Tourism

Re: HJR20, Soviet and U.S. consulates

With this memo, I would like to respectfully request the Senate State Affairs 
Committee to consider this resolution at your earliest convenience. The 
resolution encourages the U.S. and Soviet national governments to establish 
new consulate offices in Alaska and the Soviet Far East to help process the 
required approvals for business ventures, exchanges and travel between the 
two countries.

The resolution is timely because Alaska Airlines begins new regular service to 
the Soviet Far East in June and Aeroflot begins service to Anchorage in early 
May. In addition, the U.S. Congress may soon consider legislation that would 
have an impact on these consulates. Senator Frank Murkowski recently testified 
before a joint hearing of the House and Senate International Trade and Tourism 
committees that such a resolution would be helpful to congressional 
deliberations.

The resolution has been favorably considered by the full House and by the 
Senate Special Committee on International Trade and Tourism.

I am prepared to testify about the resolution at your convenience. Please let me 
know if I can answer any questions or provide additional information about it.



W A LTER  J  . H IC K E L

S t a t u  o i * A l a  b k a
i r r i c c  c p  ▼••c. t . n v r n M n n  

JUNWAI!

D e c e m b e r  13# 1990

Mr. V.M. Ce l a n o v ,  Chief 
C o n s u l a r  A f f a i r s  D e p a r t m e n t
M i n i s t r y  of F o r e i g n  A f f a i r s  
Moscow, U.S.fi.R.

D e a r  V i c t o r  M a t v e y e v i t c h :

My a d m i n i s t r a t i o n  is firmly c o m m i t t e d  t o  the d e v e l o p m e n t  of 
c l o s e  t i e s  b e t w e e n  A l a s k a  a n d  the S o v i e t  Union. It is our h o p e  
t h a t  your g o v e r n m e n t  will e s t a b l i s h  its s e c o n d  W e s t  Coast 
c o n s u l a t e  in Alaska.

T o w a r d  t h a t  end, I w i s h  to e x t e n d  an i n v i t a t i o n  to you to v i s i t  
our s t ate a t  a m u t u a l l y  c o n v e n i e n t  t i m e  in o r d e r  that wc m a y  
p u r s u e  d i s c u s s i o n s  about t h e  c o n s u l a t e .  I a m  p r o u d  that 
A l a s k a n s  h a v e  b e e n  in t h e  f o r e f r o n t  of p e o p l e - t o - p e o p l e  a n d  
c o m m e r c i a l  c o n t a c t s  b e t w e e n  o u r  t w o  c o u n t r i e s .  A  c o n s u l a t e  
w o u l d  p e r m i t  further d e v e l o p m e n t  of o u r  m a t u r i n g  relati o n s h i p .

In the m e a n t i m e ,  we look f o r w a r d  t o  y o u r  c o n t i n u i n g  s u p port of 
the o n - g o i n g  e x c h a n g e s  o c c u r r i n g  b e t w e e n  Alaska and the S o v i e t  
F a r  East, s u c h  as t h e  J u n e a u  - V l a d i v o s t o k  e x c h a n g e  o c c u r r i n g  
Later t h i s  w e e k .

I look f o r w a r d  to your r.eply.

W a l t e r  i c e  1
G o v e r n o r



W a l t e r  J.Hiclcc;l 

G o v e r n o r ,

S t a t e  o f  A l a s k a F e b r u a r y  G, 1 9 9 1

L e t  ~e e x p r e s s  m y  d e e p  a p p r e c i a t i o n  for yo u r  k i n d  

l e t t e r  on the o p e n i n g  of  t h e  S o v i e t  c o n s u l a t e  i n  A l a s k a .

I s h a r e  y o u r  o p i n i o n  t h a t  L u t h  c o u n t r i o a  s h o u l d  w o r k  

t o g e t h e r  a n d  do  e v e r y t h i n g  t o  p r o m o t e  f u r t h e r  d e v e l o p m e n t  

o f  a l l - r o u n d  ti c s  b e t w e e n  i n h a b i t a n t s  of A l a s k a  a n d  the 

S o v i e t  F a r  East. W o  h i g h l y  r e g a r d  y o u r  p e r s o n a l  e f f o r t s  

a n d  p a r t i c i p a t i o n  in b i l a t e r a l  p r o j e c t s  b e t w e e n  the two 

r e g i o n s .

It  is v e r y  k i n d  o f  y o u  t o  i n v i t o  m e  to A l a s k a  . 

U n f o r t u n a t e l y ,  at t h i 3  t i m e  m y  s c h e d u l e  is r a t h e r  t i g h t  

w h i c h  p r o v o n t B  m e  f r o m  p l a n n i n g  a u c h  u trip. H o w e v e r ,  I 

w i l l  r e t u r n  to y o u  aa s o o n  a s  I a m  a b i t  leeB b u s y  h e r e  

i n  m y  D e p a r t m e n t .

Head, C o n s u l a r  A f f a i r s  
D e p a r t m e n t ,
M i n i s t r y  of F o r e i g n  
A f f u i r 3 ,  Moscow, U S S R



NeW S RELEASE
S T A T E  O F  A L A S K A

OFFICE OF THE GOVERNOR
P.O. BOX A
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STEVE COWPEF, 
GOVERNOR

FOR INFORMATION CONTACT:

7ERHENCE O'MALLEY 
DEPUTY PRESS SECRETARY

DAVID RAMSEUR
PRESS SECRETARY

(907) 465-3500

FOR IMMEDIATE RELEASE March 1,1990 
No. 90-38

CQWPEFL CONGRESSIONAL OF. FGATIDN REQUEST CONSULATES

JUNEAU-Gov. Stove Cowper and Alaska's congressional delegation have 
asked President Bush to support the opening of an American consulate In 
Khabarovsk, USSR, and a Soviet consulate In Anchorage.

"These offices would provide valuable services to support our efforts to promote 
business, cultural and social exchanges and transactions between Alaska and her 
neighbors to the west,” Cowper, Sens. Ted Stevens and Frank Murkowski and Rep.
Don Young wrote In a letter to Bush this waek.

"The number of people traveling between Alaska and the Soviet Far East has 
increased substantially and rapidly. Your lavorabte consideration of this request will 
help with visa approvals and other matters important to travelers," they said.

The U.S. currently has an embassy in Moscow and a consulate in Leningrad, 
but offers no formal diplomatic services in the Soviet Far East. The Soviet consulate 
closest to Alaska Is located in San Francisco.

The Alaska officials requested that the additional U.S. consuiate office be 
located in Khabarovsk bocause the city serves as the economic center of the Soviet 
Far East and is the aviation hub of the region In addition, Alaska Airlines is seeking 
rights to fty between Alaska and Khabarovsk.

"Imagine if Alaskans had to apply to Washington D.C. for a visa to travel to 
Canada. That's about the situation we're In with the Soviets right now," Cowper said. 
‘These new consulate offices would streamline the visa process and enhance our 
ability to cultivate economic, social and cultural trade with the Soviets. The two 
regions - Alaska and the Soviet Far East - would mutually benelit from these 
consulates."

MORE-
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"The aosence ot a U.S. consulate ottice in the Soviet Far East complicates our 
efforts to increase Alaska * Soviet trade," Stevens said. "Soviets who wish to travel to 
Alaska have to obtain visas from the American embassy thousands of miles away. We 
must improve our services if Alaskans are to develop closer business, cultural and 
educational ties with the Soviets," Stevens added.

"We are making good progress in efforts to create direct air routes between 
Alaska and the Soviet Far East." Murkowski said. "These routes will be hard to support 
if the process ot getting a visa tor an Alaskan or a Soviet continues to involve three or 
four weeks of waiting."

Creating new diplomatic posts overseas * particularly in the Soviet Union • can 
involve a lot of bureaucratic hurdles and red tape," Murkowski said. "This fact makes It 
all the more important that Alaskans present a strong, united front on this request."

In a related matter, Cowper met with Soviet Ambassador to the U.S. Yuri 
Dubinin in Washington Wednesday and was told the ambassador plana to return to 
Alaska in September. Dubinin said he will speak at the Northern Regions Conference 
scheduled for Anchorage Sept. 14-21. The conference will focus on problems 
common to the North and officials ot 11 northern nations are expected to attend.

Dubinin, who hosted a lunch for Cowper in the Soviet Embassy, also expressed 
support for continuing trade and goodwill relations between Alaska and the Soviet 
Union.

-30*
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ro b ru a ry  26 , 1990

The P r e s id e n t  
The W hite  H ouse 
W ash in g to n , D .C . 20500

Mr. P r e s i d e n t i

The p u rp o se  o£ t h i s  L a t t e r  l a  t o  l e t  y o u  know t h a t  vm a l l  s u p p o r t  
th e  o p e n in g  o f  an  A m erican  c o n s u la te  o f f i c e  i n  K h ab aro v sk , U88R 
and a s o v i e t  C o n s u la te  o f f i c e  in  A n ch o rag e , A la s k a ,

v a lu a b le  s e r v i c e s  t o  s u p p o r t  o u r
S * S ™ fe ? # L 5  2 5 2 1  b u s in e s s ,  c u l t u r a l  a n d  a o o l a l  ex ch an g es  and  
t r a n s a c t i o n s  b e tw een  A laska, and  h e r  n e ig h b o r s  t o  t b s  H e a t,

b e tw een  A la s k a  a n d  th e  f o v i e t  Pas  
“ * * * !¥ •  ^ o u r  f a v o r a b le

5 2 2 *  m S S S S  w i l l  h e lp  W ith  v i s a  a p p ro v a ls  an d
o th e r  m a t t e r s  im por t a n t  t o  t r a v e l l e r s .

c c i  S e c r e ta r y  Jam as B a k e r , D ep artm en t o f S t a t e



A e r o f l o t  s e t s  d e b u t
By HAL BERNTON
Daily News reporter

Aeroflot, the Soviet state-owned airline, 
plans to begin twice-weekly scheduled ser­
vice through Anchorage with flights begin­
ning May 12. according to Scott Thorson. 
m arketing manager for Northern Air Cargo.

One flight would begin in the Soviet Far 
East city of Khabarovsk and fly through 
Magadan to Anchorage. Another flight will 
continue on to San Francisco.

Thorsen said he received news of the

Please see Page D-2, AEROFLOT

A n c h o ra g e  D a i l y  News 3 / 3 / 9 1

AEROFLOT: Sets regular service
_________ Continued from Page D-1__________|

start-up service in a telex from the Soviet 
Far East office of Aeroflot.

The magazine Aviation Week & Space 
Technology reported tha t the service will be 
on a seasonal basis during the spring and 
summer months.

Beginning May 31, Aeroflot also plans to 
offer twice-weekly service between Moscow, 
Anchorage and San Francisco, the magazine 
reported.

Aeroflot official: could not be reached for 
comment A federal Transportation Official 
reached Friday in Washington said he could 
not confirm the service.

As yet, Aeroflot has not filed with the 
agency for permission to serve the routes, a 
step required as part of 1990 aviation agree­
ment.

Aeroflot currently operates frequent char­
te r flights into Anchorage.

When it begins scheduled service this 
summer, it w ill compete for passengers with 
Alaska Airlines, which beginning in June 
will offer three-times weekly service from 
Anchorage to Magadan and Khabarovsk.

Thorson said Northern Air Cargo will 
begin on Aug. 1 a weekly all-cargo service to 
Magadan and Khabarovsk. If traffic loads 
are high enough, the service will continue 
year-round.

For Northern Air, the service is a bit of a 
gamble, and at least in the early months it 
will not be able to gam er any mail traffic to 
help fill up the airplanes. That’s because the 
U.S. Postal Sendee still routes all of its 
Anchorage-Magadan mail on a lengthy 
trans-Atlantic route through Moscow.



A n c h o ra g e  T im es 3 / 3 / 9 1

S o v i e t  t u r m o i l  t e s t s  A l a s k a  
e n t h u s i a s m  f o r  b u s i n e s s  t i e s

By JULIA RUBIN 
Associated Press Writer

ANCHORAGE—Not long ago, 
it seemed all an Alaskan needed 
to start a business venture 
across the Soviet border was a 
warm handshake.

Now, many realize, a cool 
nerve may be more important.

"Only certain people have the 
stomach to persevere," said 
Jim Rowe, president of Nome- 
based Bering Air, which has 
operated charter flights be­
tween Nome and the Soviet city 
of Provideniya for nearly two 
years. He hasn’t turned a profit 
yet, and doesn't expect to for 
awhile.

As the Soviet Union's political 
and economic troubles grow, 
there’s a weeding out process 
taking place among the numer­
ous business exchanges that 
have sprouted between Alaska 
and the Soviet Far East in the 
past two year.,.

Those with enough patience 
and dedication are hanging in 
there. Others are stepping back 
in frustration.

Many Alaskans say the Soviet 
Far East is far enough from 
Moscow and the Baltics that it is 
relatively unaffected by the un- 

: rest and turmoil there. The big 
j ventures continue.

.A laska A ir l in e s , for e x am p le , 
r e m a in s  c o m m it t e d  to la u n ­
c h in g  eommerc!.- ! s e r v ic e  to the 
S ov ie t F a r  E a s t in  June .

Earl Romans, president of 
Alaakan Battery in Fairbanks, 
is undaunted in his efforts to 
make batteries with a Magadan 
outfit and sell them interna­
tionally.

The first sh ipm ent of h is  
Soviet-made batteries, manu­
factured by agreement with the 
So viets at a government facility, 
recently was seized as contra­
band by authorities before it 
could leave port. But Romans, 
who has written Soviet Presi­
dent Mikhail S. Gorbachev per­
sonally to get the issue resolved, 
said such things are simply part 
of the ups and downs of doing 
business in the Soviet Union.

"You have to be very pa­
tient," Romans said. “When you 
make new rules, nobody under­
stands them. It takes time for 
people to figure it out."

Nome merchants aren’t giv­
ing up either. Many have been 
accepting rubles from Soviet 
visitors in hopes the currency

will become convertible on the 
world market. It hasn’t. „nd 
they’ve been stuck selling the 
worthless b ills to American  
tourists as novelties.

They have no plans to give up 
the money exchange or any of 
the many programs Nome resi­
dents are taking up with the 
Soviets, however.

Still, other businesspeople are 
nervous about what they see  
happening in the Soviet Union, 
including the government’s au­
thorization to the KGB to ex­
amine private businesses’ books 

■’-Und'took, fdfcspeculators.
Vic Fischer, who has coordin­

ated numerous scientific and 
cultural exchanges as director 
of Soviet relations at the Uni­
versity of Alaska, said such 
moves threaten to chill enthu­
siasm in M b  countries.

“People who are involved in 
business activities are sort of 
holding their breath," he said. 
"The mood is very different 
compared with two years ago.

“Then it was general enthu­
siasm  and optim ism  about 
perestroika, about what was 
coming down the line, about 
Gorbachev. And gradually over 
the last two years, it just has 
been continually a decline—in 
faith in the system and the gov­
ernment, in reform and peres­
troika and Gorbachev himself.”

Harry G regson, owner of 
(See SOVIET, Page B-61

.  S O V I E T _ _
s i Continued from Page P-t)
- E a s y  T ra v e l S e r v ic e  in  A nchorage .
1 s a id  h is  R u ss ia n  bus iness partners 

s t i l l w e re  e a g e r  to b u ild  a jo in t tour 
ism  bus iness . B u t p ro b lem s  in  the 
w e s te rn  S o v ie t  U n io n  c o n v in c e d  
h im  it  w ou ld n 't w ork .

E ig h t  m on th s  ago , G regson v i 
s ited  the S o v ie t U n io n  to set up co n ­
tacts  and  le ft th in k in g  it w as the 
p e rfe c t to u r ism  des t in a t io n , fu ll 01 
ra re  s ig h ts  a n d  fr ie n d ly  peop le .

B ut soon th in g s  began u n r a v e l­
in g . T h e re  w as l it t le  e x is t in g  tour­
ism  in f ra s tru c tu re , he found, ana 
c o m m u n ic a t io n s  w e re  d if f ic u lt .  
M os t A la skans  w ho  w an ted  to v is it  
the  S o v ie t U n io n  w an ted  to see its 
w es te rn  c it ie s , w h e re  G regson saw  
g row in g  s tree t c r im e , e th n ic  ten ­
s io n  a nd  m a te r ia l shortages.

H e  sa id  he  co u ld n 't m ake a b u s i­
ness ba sed  o n ly  o n  t r a v e l to the 
S o v ie t F a r  E a s t . ;

“ T h e  S o v ie t p eo p le  a re  w onder­
fu l, a n d  I  h a v e  som e  re a l g u ilt  fe e l­
in g s  a bou t n o t t r y in g  to do business 
for th em ,"  s a id  G reg son . “ B u t the 
u n c e r t a in t ie s — fo o d  p r o b le m s , 
c r im e  a nd  th e  d is o rg a n iz e d  w ay  
they  do ous in ess . I  d e c id ed  it  wasn't 
w o rth  p u tt in g  v e r y  m u c h  effort in to 
p rom o t in g  it  now . A yea r ago, it 
w o u ld  h a ve  b een  com p le te ly  oppo­
s it e .”

M ost of G re g s o n ’s book ings to the 
S o v ie t U n io n  a re  by  bus inesses , and 
tha t p a r t of h is  book ings has drop ­
ped off by  h a lf , h e  sa id . Som e of the 
d e c lin e  m ig h t  a lso  re f le c t t r a v e l­
e rs ’ co n ce rn s  abou t te rro r ism  and 
m a k in g  a i r l i n e  c o n n e c t io n s  in  
E u ro p e , he s a id .

B u t R ic h  G o ld s te in , a R uss ia n  
t ra n s la to r  in  A ncho rag e  who helps 
A m e r ic a n  c o m p a n ie s  c o m m u n i­
ca te  w ith  the  S ov ie ts , sa id  tha t part 
ot h is  b us in ess  a lso  appears to have 
d ip p e d .

H e  sa id  he  has seen a cy c le  01 
fru s tra t io n  th a t he  b e lie v e s  is pa r i 
ot d e a lin g  W ith  the  Sov iets.

“ A ll the  good w ish e s  in  the w or lc  
w on 't m ake  u p  for the  la ck  of a te le  
p h one  sys tem  o r a w o rk ing  posta^ 
s y s t e m .' G o ld s te in  sa id .
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F o r  W e a lt h y  A l a s k a , S o v i e t  F a r  F a s t ,

A  C a u t i o u s  C o u r t s h i p  A c r o s s  C o l d  S e a

KxflmnRm (Toiilfiiuc* ns H urcjm cnilir Obstacles I'rinficr O jiliinisin

flv Jny Molhewv
W*'lr-'t|f-«lf"ll *>l »f# WlHft

A I IC lia lW .E — Nich and rest- 
l"V . ;|i odds with nagging, dis- 
li.n ird  parent i, the slate id Alaska 
mil t lir  ‘-'oviei Far I'nsl act like two 
llr.iniy I "rn,-Igi-rs ill nil AlClie 
liil.ilinn Aller (wo years of ex- 
hanging nl lin es, they remain in- 
oii'sled ill m i l  oilier but unsure 
ih"ilier lbey me raji.ihlr of n Inst- 
og r'irniiiiluienl.

Despite political nnd ccononiic 
lur'imil in Moscow mid w*r fever in 
IVnsliiiiglcn, ihese I wo territories 
sepm tied In jus! a few m ilcj of 
frigid "fcnn have surprised Iheir 
dislmil |in lilir.il masters by moving 
ivilli the inbred confidence of people 
■muminded !»»• vast mineral, fo/esi 
e l -it e-.ni M'somces.

I iir  pri'pl' of. the Soviet Far 
Fiasf :n f  vet) progressive, by and 
l.iipi.'." said Douglas Verslecg, vice 
prii id'Hi of Alaska Airlines, whose 
toiti/i.ii'V isalinut (o launch Hie first 
lepular Iran-parific mulos to tin1 
l;'» i" l (inion in June.

’ I tiny luve limber reserves, fish- 
iup. p ild. g fiin , oil and gas," said 
David Cnnii 'ii. an American trader 
rntliusi i.stic about his dealings with 
*tv< ral nopular and innovative Su 
• n-l l ai East politicians.

AineuVan visitors to the 
Magadan rug ion across the Bering 
St wit m il the Khabarovsk region 
fartlirr soutli see tlteir Soviet hosts 
■ t*ini' n * ll wIdle fond shrives ill

XSOVIET', 
u n io n  \ o . s , 
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; lining Strait 

J fewiriealit ' I !* ALASKA
l B J  » / . •  ( flint'l - J  Hiring ' •Sta

h l A G A D A N )

1 \ ! ‘

1 rAitIi.iiiI k •
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flnrlinUJ'ff . 
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Moscow far to the w' St are empty. 
The Soiirt territory lias no major 
ethnic strife and. as part of the Rus- 
sian Republic, does have many local 
leaders with close ties lo leformisl 
Russian I'rcsideni Boris Vdlsin 

Soviet visitors to Nome and An- 
chorage in turn find American btisi 
ness etei ulives enjnviug a still- 
healthy ecnnomv aided by receid oil 
price increases. Many Alaskans ap 
pear willing to tale risks with er­
ratic Sovi-1 regulations and a Soviet 
rurrencv iicfes-. In-vninl S't» i# t 
hurdcrs.

Coiisider, for iiislauci*. (he rase 
of Eail Homans, invner of Aliskau 
fla llc iv  Fulerpr'ii's Inc. in Fan 
banks f l "  beg in prodm ing vein. Ic 
batteries u il/ i .1 Soviet partner in 
Magadan, wheieupon the KGB 
grabbed his first shipment mei-a-a-; 
as contraband.

Romans is bar k in Magadan this 
week asking Ihe Soiiet intelligence 
agent v I"  allei its rlesign.-ilinn <d

the batteries.is war materiel " lie1* 
going to keep with it," said Steve 
Best. Rninnns'n operaiions manager 
in l a iil'ink , 'and he figures when 
you get tin- first shipment through, 
then tiling ■ will be okay."

Inline-1 in economic, social am) 
scientific r «lianges aiross tlie Be­
ring Sir til blossomed In late 1*187 
with an exchange of messages be­
tween Jun> an and the city of 
Kli.ih.unv'•It more than 3,300 miles 
awat, lh ‘ idea ol reviving some of 
Ihe IIKIi i.r.'iilurv closeness when 
this was Russi.in territory led lo * 
flurry ol visits and a media extrav­
aganza. Ill • Nome lo  I ’rovidcniy, 
Friend-hip I light oljutie  1988.

I.ike all American love fea ts
n M w w u i i i iK 'w a w rm '

P m (  Draw 's 8«rW t-W»vJ sa ssag e  factory irlfv  a reside*—the reindeer h o rn r - lo  Sooth Korea to earn  hard currency.
with seciulc I countries, the Alas <a- 
Soviet I'm l ast relationship si ice 
has bogg'd down in liureaucr die 
wr.iiigliiii-, inisimderstood r itcs, 
laiipu.ii'c cps .mil resistance -rum 
rli'iiant n.ilmud i .ipilals with '.ilfcr- 
ent pri"litu-S.

Die S' let Far Fast has new 
goveni"f-i « li"  share Yeltsin’s rc- 
form'd view; toil must oe.ll with 
less im mm due fmreai rrats in 
M"m nw and (nut dragging offiiinls 
nn llieii i'-vn staff«. "It is not as op- 
lim idn i d n-n e w s a i d  Clenda 
Cl.uk M" id -dull .vfistnnl with 
Ihe Ala .I a yve ril'ir 's  tlllice id In- 
le r|i.ili"ii il 11 ide f i l l  0 .

i l l ' '  D ll's  most recent assess­
ment said 'Alaskans will need lo 
keep lli'-ii r-xpei (alinns of Soviet 
Alaskan <• nliii'-s low for the short 
In  ill II 'id I hi- Smarts would

have to do something about Iheir 
unstable, nooconvertjble currency, 
the ruble, which 'makes many in­
vestors Run shy" although "many 
Alaskans have thought up clever 
ways of bartering for Iheir invest­
ment payment."

Among Ihe most creative has 
been Doug Drum of fndian Valley 
Meats, whose complex thrrc-eor- 
ner trade was reported In the news­
letter nl Ihe Dniversily ol Alaska's 
Alaska C rn lrr for Internal imcd 
Business.

Drum's Soviet-based reindeer 
sausage factory has branched into 
poultry, pasta and Ice cream He 
has fnumi a way lo earn hard cur­
rency by selling reindeer horns. .1 
residue of the sausage plant, to 
Smith Korea where they are prntmtl

into powder and savored for Iheir 
alleged aphrodisiac rfle rl on men 

The lack of hard currency leads 
lo a habitual grasping hi- .Soviets in 
negotiations. Aerofloi. the stale 
airline, "tries to get nil the hard dol­
lars out of you Kiev ran," said Ron 
Slicardnwn, an Amb-irage gold- 
mining entrepreneur involved in 
several Soviet negotiations.

Initial exchanges li" said, were 
on a "you pay. we pav" basis, with 
hosts paying foreign visitors' cx 
ponses. Now Ihe Soviets a-d for 
what Slicardown called a "jou p.iv 
ymi pay'arr.ingemi nt.

Ihe most active Alaskan trailers 
seem willing to persevere. Cmuon 
said he had to cancel a Ira de-dele­
gation trip in December when "a 
iliierlive came from Mosro". th.ii

douliled tiie effective cost of the 
charier flight ' Gut he plan ; to leave 
with aiiethrr di legaliim Fiiday lot 
Sakhalin Island, when; the local re­
formist goveriior. Valentin Fyodo­
rov, wails to do moie busim-ss with 
l i i i  new Anirriian friends.

S.ikfi ifirt has potential offshore nil 
resetvi the makings of a tourist 
mnifct I and a governor who exem­
plifies tin- Soviet Far Fcst's streak 
ill inilenendenie and impatience 
vvit/i "M iiile .. even il o|i .1 n les re- 
in lin

At a webmning meeting, Fyo<k>- 
rov pointed to an un niihng line of 
men near by and luld bis guests:"/ 
want vou to I"ok to your right over 
here. Diese are the people yoo 
have hi fight. Kiev are my depu­
ties 11- v rnu-.e all the problems "



T H E  A L A S K A  E C O N O M I C  R E P O R T

February 8,1991 
No. 3/91

A g e n c i e s  d e v e l o p i n g  i n t e r n a l  p o l i c i e s :

W e t l a n d s  r e g u l a t i o n :  N e w  m i t i g a t i o n  p l a n
It’s out of the headlines, but the federal wetlands value, etc.) is needed, but mid-level agency staff are 

regulation issue is still there, ticking like a time I resisting the idea, arguing it is too “subjective.” 
homo. Here's the latest: The White House Domestic 1 Wetlands ranking is also central to anew bill coming 
Policy Council is still wrestling with wnai to do about I into the House,co-sponsored by Alaska’s Rep. Young 
it. Formally, the council has suspended action due to i and hopefully 50 other congressmen. Such a proce' 
me war. w hile staff work goes on. But insiders in i dure is important to Alaskan interests because most 
•Vasnmgton say poiicv peopie on me council, realiz­
ing tne sensitivities that national application of a
wetiands “no net loss" policy wouid stir, quietly wish 
the issue would just go away. But federal agencies, 
mainly Enviromental Protection Agency and U.S. 
Fish and Wildlife Service, are still pressing hard.

These agencies say they’re already incorporating 
the ideals of "No net loss” in the controversial 
Memorandum of Understanding signed last year 
between EPA and the Corps of Engineers that offi­
cially sanctions mitigation for wetlands loss. This 
winds up in stipulations on Corps Section 404 con­
struction permits. But there’s a glimpse of h ope even 

I vvAhin the agencies: High-level EPA offic ;als now 
think a wetiands "ranking" system (high value, low

Alaskan wetlands — like millions of acres of tundra 
underlain by permafrost — would come in the "low 
value" category. Alaskans hope these could even be 
exempt from mitigation. Something to watch, how­
ever: Within the context of the MOA agreed to last 
year, federal agencies are working (Continued Pg.2)

In This Issue:
•••  UNDERGROUND TANKS: New state
program won't solve EPA problem — —Pg. 1
•••  NATURAL GAS PIPELINE: Yukon
Pacific makes a progress report  Pg. 3
***

1

SLOPE: Busy '91 forecast----- .Pg.6

D e s p i t e  t u r m o i l ,  A l a s k a n s  p r e s s  S o v i e t  t r a d e  d e a l s
Despite political and economic turmoil in the So­

viet U nion, Alaska businessman Doug Drum’s meat­
packing joint venture is successful and expanding 
fast in the Soviet Far East. Of 57 U.S.-Soviet JVs in 
the Soviet Far East, most have failed. Drum's is one 
of the few successes. Drum has over SI million 
invested in two ventures now underwav with food- 
producingco-ops in Magadan and otnerareas,and by 
June will have tive plants up and running, some 
operating under separate JVs. These plants make 
reindeer products tor domestic consummion and 
export. Drum, ot Indian Valley Meats near Anchor­
age, briefed ihe state legislature's House Interna­
tional Trade Committee on his progress last week.

Drum and his Soviet partners generate hard cur­

rency by sellingreindeer byproducts like horn, hides 
and high-value meat pans in Hong Kong, Korea,and 
Europe, and so far these have generated some $18 
million to $20 million in export earnings. One new 
development is a partnership with Southwest Hides, 
a major U.S. firm, in helping Soviets upgrade leather 
processing and manufacturing ability, to make sec­
ondary products for export.

But the Soviets’ main interest is in producing food 
products for local consumption. Drum's experience 

I from his successful A laska specialty meat packaging 
operation is proving invaluable. He and his partners 
were able to get moaern meat plants up and running 
in seven montns. a process that wouid have taken the 
Soviets about five vears. (Continued Pg. 2)
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General Business
Will state LUST fund satisfy EPA? BP: $2.5 billion in next three years
Slate otficialsnowsayihenewLeakingUndergTOund BP head John Browne told Alaska business leaders 

Storage Tank assistance fund is not likely toqualifv as j his company sees 25 billion barrels of recoverable oil
left in northern Alaska. BP will spend S2.5 billion here 
in the next three years, Browne said.

Alaska-Soviet trade deals (Cont.)
(Com. from Pg. J) Because Drum was one the first 

American joint ventures to get rolling in the Soviet Far 
East, terms of his contracts arc more liberal than deals 
signed later. Also, the value of his investments in the 
Soviet meat plants, on paper at least, has tripled since 
devaluation of the ruble in its relation to the dollar, 
although the ruble itself remains unconvertible. One 
indicator of Soviet confidence in Drum’s venture is a 
major Moscow bank’s investment of up to half a 
million in hard currency reserves in all of Drum's new 
JVs wuh cooperatives in tnc Far East.

a substitute for SI million insurance requirements by 
the federal EPA in effect later this year. Because the 
LUST fund is based on general fund appropriations — 
not a dedicated fund, as other states have done —  EPA 
will likely still require some form of insurance for 
owners of underground tanks, rather than allowing the 
state program to stand in lieu of insurance. Regulat ions 
on the program, including the critical definition of 
"how clean is clean" are due out soon.

W e t l a n d s  m i t i g a t i o n  p l a n n e d  ( C o n t . )

iCom. from Pg. J J on a mitigation "banking'' con- 
.ept. ihe idea being to formalize tnc concept of of f-site 
■’.'.mention. Alaskans have problems wuh this because 
.: 011-sue compensation is neeaec there will be added 
cosistocommuniiy expansions, and marginal resource 
projects may get pushed over the edge. Also in the bill 
10 be co-sponsored by Young is language to allow 
wetlands now preserved in national conservation land 
units to be considered as pan of a preservation bank, 
offsetting any wetland acreage used in community or 
resource development.

The wetlands issue iscritical in Alaska because most 
communities are surrounded by lands classified as 
wetland under new federal regulation; also, vinually 
no resource-related activity, like mining or oil devel­
opment. can occur without some use of tundra for 

• gravel pads or roads. An Alaska coalition of munici­
palities, resource developers and Native corporations 
lias been quietly working the issue, with some success, 
10 raise the level of national awareness. Alaskans hope 
tins doesn't "backfire": Alaska has unique wetlands 
problems, but in a "national" solution, Alaskan con­
cerns could get traded away in negotiations between 
more powerful constituencies.

Meanwhile, there’s still hope the EPA-Corps memo­
randum can be overturned. Recently, tne courts turned 
down peimtions by resource companies. Native cor­
poration and local governments to rule the MOA 
invalid, because as yet there was no actual situation 
where harm had been demonstrated. Plaintiffs still feel

Drum sees the market for U .S. food-handling exper­
tise as wide open; Soviet packaging and distribution 
technology is so primitive that almost half of the meat 
product in the Soviet Far East, for example, is lost 
through spoilage before it can be preserved. While 
severe meat shortages plague major cities like Moscow, 
there are up to 40,000 hogs surplus in the Kamchatka 
Peninsula, the meat from which local officials have no 
way of preserving or getting to western parts of the 
U.S.S.R. Drum’s success is unusual, but he’s not 
alone. Alaskan business leaders see the U.S.S.R.’s 
economic and political turmoil as affecting mainly 
European Russia, with the Far East "fortunately, far 
from Moscow," one businessman said.

Several otherSoviet-Alaskadeals are moving ahead: 
Alaska Airlines will begin scheduled passenger service 
in late spring; Fairbanks businessman Earl Romans 
has a joint-venture battery-manufacturing plant up and 
running in Magadan. The output is mainly for local 
markets. Bureaucratic snafus have temporarily stalled 
a test shipment for export, but Romans is now in the 
U.S.S.R. working to straighten this out. Romans op- 

! eraies Alaska Buttery. specializing in making battery 
1 units, in Fairoanks. Other Alaska ventures are in the 

works. S'or tit Pacific Mining, subsidiary of Cook Inlet 
Region. Inc.;s looking at minerals exploranon in ihe

i ~  . SFE. Alaskan oil service firms are hoping to do work
h . iIip •iiicncU >• lCp C?,s.e develnPs> >for a new Atlantic Richfield subsidiary formed io 
^ c .  isc . a made policy in the MOA | explore for oil in Magadan. Other firm s .—Alascom.
without going through the normal procedure of regu- ' Bering Straits Native Corp., Northern Air Cargo — 
1,3non adoption and public hearings. i have ventures formed some time ago.

* * •  Pago 2 * • *




