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Ambassador and explained that Alaska intended to
aggressively market 1ts resources on the Pacific Rim and to

make any necessary changes iIn federal or state law toward
that aim.

The combined group then met with Minister Choi/
Minister of Energy and Resources. Senator Murkowski and
Senator Fahrenkamp made opening remarks. Senator Murkowski
asked that Korea make a formal request for Alaska oil and
that there be an energy summit between the U.S./ Korea,

Japan and the Republic of China (Taiwan). Senator
Fahrenkamp asked the Minister to assist 1In making certain
that the coal contracts between Sun 11 Company and Usabelli

Coal Company occur on schedule.

Minister Choi stated that Korea wanted to diversify

its sources of energy supply. Korea would buy Alaska crude
oil If i1t were made available and would seriously consider
making a Tformal request for 1It. He said that while there

was no need Tfor gas right now because of purchases from
Indonesia, his ministry®"s upgraded projections show a need
by 1999. Accordingly, his ministry would assist private
enterprise of Korea to coordinate Korea®"s portion of the
financing and marketing feasibility study. Minister Choi
said that he 1is uncertain that the Sun I11/Usabelli contract
would occur on schedule. The Minister said that he views
favorably the proposed energy summit. He then asked Senator
Murkowski to explain his proposed amendment to export crude
oil and to describe the prospects for passage iIn the Senate.

Senator Murkowski gave a detailed account of the
proposed amendment. He stated that changing the law would
be a hard fought battle. Accordingly, he appreciated the
Minister®s consideration of the proposal that Korea make a
formal request for the oil as this would be a great help.

The group then met with Mr. Lee, Chairman of the
Board of Samsung Coiporation. Senator Murkowski pointed out
that the gasline construction would involve assistance from
companies such as Samsung. The Chairman stated that Samsung
Corporation had always Jlooked for natural resources,
particularly 1in the United States, and more specifically
Alaska.

The combined group then met with the President of
the Korean Electric Power Company, Mr. Park. After Senator
Murkowski and Senator Fahrenkamp had made 1i1nitial remarks.
Senator Murkowski stated that he hoped that she Sun 11
Usabelli coal contract would go forward as scheduled. He
was assured by Mr. Park that it would. Senator Fahrenkamp



then brought up the 1issue of all of Alaska®"™s resources
focusing specifically on Alaska®s energy resources. An
informal discussion ensued regarding the opportunities for
marketing those resources on the Pacific Rim.

At this point Senator and Mrs. Murkowski left the
group to return to the United States. Following departure
of Senator Murkowski the discussion continued and was led by
Senator Fahrenkamp.

The Qlegislative mission met for breakfast on
January 20, 1984, to discuss the points it would make iIn its
meetings during the day, all of which were with Korean
companies 1iInterested iIn Alaska®s energy resources and their
construction projects 1In Alaska. It was decided that
Senator Fahrenkamp, as senior member, would make the follow-
ing points at each of the meetings:

1. That the Alaska Legislature intended to make a
major effort to market Alaska®s resources on the Pacific
Rim.

2. That the mission has come to Japan and Korea at
this time to demonstrate the Alaska Legislature®s support of
the congressional delegation®s effort to lift the ban on the
export of Alaska oil to the Pacific Rim.

3. That this issue will be debated in Congress in
mid-February. The Alaska legislative mission believes that
the ban on Alaska crude oil exported 1is 1inconsistent with
Paragraph 12 of the communigbe between President Chun and
President Reagan, which provided that the U.S. would be a
reliable supplier of energy and help Korea obtain stable
energy supplies.

4. That the legislative mission urges the Korean
government to contact the U.S. government to formally
request the Alaska oil. In particular the U.S. Defense

Department should be contacted regarding Korea"s desire for
the oil.

5. That Alaska has extensive natural gas supplies.
Senator Murkowski 1i1s trying to put together a fTour-country
energy summit meeting to discuss TfTinancing and marketing of
the gas.

6. That the Alaska legislative mission understands
that former Governor Hickel will be iIn Korea iIn February to
discuss the natural gas 1issue. Ambassador Walker told the
mission yesterday that he will help coordinate that visit
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with key 1i1ndustry leaders. The Alaska legislative mission
supports this initiative.

7. That coal 1i1s one of Alaska®"s major resources.
Contracts have been entered to sell Alaska coal to Korea.
The legislative mission i1s delighted to learn that arrange-
ments for coal delivery are still on schedule. The Alaska
legislative delegation would like to see more coal sold in
Korea.

8. That 1n April a delegation from the Alaska
Loggers®™ Association will be 1i1n Korea to discuss Alaska“s
timber resources. The Alaska legislative mission urges the

Korean business community to work with the Alaska timber
industry to sell more of Alaska®s timber in Korea.

The Alaska legislative mission met with Fisheries
Minister Kang for Jlunch. The Alaska Ilegislative mission
applauds the efforts made by the Korean fishing industry to
comply with the requirements of the 200-mile [limit and
requests that the Korean TfTishing 1i1ndustry enter iInto more
joint ventures with Alaska fishermen.

The mission met Tfirst with Mr. Kim, President of

Ssangyong Construction Company. Senator Fahrenkamp made the
remarks outlined above. Mr. Kim expressed the hope that
Korea would enter into a long-term energy relationship with
the United States. He stated that his firm had purchased

some Alaskan coal iIn connection with i1ts cement plant opera-
tions, but the coa“ was wet and had to be mixed with other
coals. Ssangyong 1is not now"using Alaska coal.

Mr. Kim expressed his company®s interest 1In any
construction contracts which may ar’se from construction of

the gas pipeline. Senator Fahrenkamp responded tnat i1t was
her personal view "hat i1n awarding such contracts considera-
tion would be giv to companies of nations that partici-

pated iIn the Tfinaw.ing and marketing of the gas and were
themselves belt ul iIn causing the project to happen.

The Ilegislative mission then met with officials of

the Doosan group. Senator Fahrenkamp made the points
outlined above. Mr. Keh stated that Korea was interested 1In
Alaska®s resources. While Doosan was smaller than the big

Korean trading companies, he was quite interested iIn those
resources and also 1interested 1iIn participating in the
construction of the natural gasline. Senator Fahrenkamp
repeated the point about assistance causing the project to
happen, previously made to Ssangyong officials.



The group met next with Mr. Cheon of Hyundai
Construction Company. Hyundair 1is the largest of the Korean
trading companies. Mr. Cheon stated that he had prior
experience 1In construction projects iIn Alaska. He plans to
be in Alaska 11n April. He expressed interest 1In construc-
tion of the gas pipeline. Senator Fahrenkamp repeated what
she had told the other companies. Mr. Cheon wanted to know
if the Hyundar built the project, could 1t be paid 1iIn
natural gas. Representative Bettisworth stated that in his
opinion, this was the only way the project would work.
General discussion about Alaska®s potential then followed.

The legislative mission then met with Mr. Roh, Vice
Chairman of the Federation of Korean Industries (FKI1), which

iIs similar to the Keidenren. Mr. Roh stated that approxi-
mately 400 of the Hlargest Korean companies are members of
FKI. The FKI makes recommendations to the government after

reaching an i1nternal consensus.

Senator Fahrenkamp delivered her prepared remarks,
whereupon there was a general discussion about the desira-
bility of Korea purchasing Alaska®"s energy resources and
other eeesources. Mr. Roh stated that the business community
was anxious to expand its activities i1n Alaska.

Following the FKI meeting, the legislative mission
was met with Mr. Lee, Vice-President of Daelim Construction

Company . After Senator Fahrenkamp delivered her prepared
remarks there again was a general discussion about construc-
tion activity in Alaska. Senator Fahrenkamp repeated her

remark that any construction®company that participated in
the natural gas line would have to be from a country which
participated in the financing and marketing study and 1itself
was helpful In causing the project to happen.

In the evening the group attended a reception put
on by Ambassador Walker for the Alaska legislative mission
and a congressional mission which was then in Korea. During
the course of this reception, members of the Alaska legisla-
tive mission had the opportunity to talk with members of the
Korean National Assembly and with members of Congress
regarding these energy 1issues. In particular, there was an
opportunity to talk with Congressman Jack Hightower of
Texas. Congressman Hightower stated that the congressional
attitude against exporting Alaska o1l was not strongly held,
although he doubted i1t would pass the Congress at this time
because of the power of maritime unions. The members of the
National Assembly with whom conversations were conducted
were very anxious that the oil export ban be lifted and that
Korea participate in the purchase of Alaska®"s energy
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resources. Members of the legislative mission also talked
with Ambassador Walker and economic counselor Lundy and were
promised all possible support from the Embassy 1In assisting
the legislative mission In achieving its goal.

On Saturday, January 21, the Alaska legislative
mission traveled to Pamunjon. The purpose of the trip was
primarily to view the demilitarized zone and, secondarily,
to experience TfTirst hand, Korean |Ilife which has been
dramatically affected by i1ts relationship with North Korea.

V. Conclusion.

In conclusion, we believe that the objectives of
the mission we set out to achieve were accomplished.
However, much more work needs to be done. In this regard,
we would urge that the recommendations made iIn Section Il of
this report be adopted.
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Ic Rim than to the U.S East Coast.
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ilicy try separate (lie
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ini lies decorative »|iiality
tide that it .sellstu Taiwan
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ashtrays and little ran-
in.ils, even lennleei.

"In Japan they under-
stand the Alaska market
mucli-better than anyone
else," says Alex Raider,
Cnlista &orp. president,
Rjider has enticed several
major lapancse corpora-
tions, including Mitsui
Engineering & Shipbuild-
ing, Ltd. and Kawnsho In-
ternational Corp., into
joint ventures to supply
engineering expertise and
steel for building offshore
oil rigs in the Bering and
Chukchi seas. It's not just
the Asians who are doing
business with the Native
corporations. Remember,
the dozen corporations
control 44 million acres of
the state and deal with the
major U.S. oil companies, handling
service and construction contracts.
Natives and oilmen lobby together
against environmentalists for sale of
Alai its oil to Japan

In the main, the Native corpora-
tions have staked their future on re-
source development, with nearly ev-
ery corporation involved in joint ven-
tures with oil companies.

These 12 corpnrat'tms, established by Congress, con-
trol most subsurface and surface rights to 44 million
acres of Alaska and were given S962.F, million to set up

Itrpnriiiig
Ciitpuraiiiin yrai
Ahtna Inc I9H3
Aleut Corp 1982
Arctic Slope Regional Cnrp 1982
Bering Straits Native Corp 19RI-82
liristol llay Native Cnrp 1983
Calista Corp 1982
Clmgacli Natives Inc 1982
Cook Inlet Region Inc 1982
Dnynn Ltd 1932
Kuriiag Inc |19 runs ending 3/31/82)
Narn Regional Cnrp Inc 1982
Sealaska Corp 1982

< r Unix. a 'Isinisliian Indian irlxi isa ScalnsLn ilinxlar
Learning that a strong dollar doesn’t always help.

The most profitable Native corpora-
tion, Cook Inlet Region, Inc., is seek-
ing a blend of Pacific Rim and domes-
tic markets that other Native corpora-
tions arc trying to duplicate. Conk
Inlet President Ruy Huhndori says im-
provement of coal prices could make it
economically feasible to ship to Japan
ftom the corporation's massive Beluga
coalfield near Anchorage, to be operat-

On native ground

ed mulct lease by Placet
Amcx Inc. lit the mmean-
time. with proved oil and
gas teserves. Conk Inlet
"is going to stick to punt
ventnies with expert oper-
ators like Ateo and Texa-
co," says Huhndori.

The Native corpora
dons always look lor ven-
tures that will employ
shareholders, a notion
that poultices company
ties akin to the Japanese
eradle-togrnve employ-
ment approach. The Na-
tive leaders strive to cre-
ate shareholder loyalty—
William L. Hensley, presi-
dent of Nana Develop-
ment Corp., a Nana sub-
sidiary, calls it "Sivuniig-
vik," spirit in Eskimo—to
work against the tempta-
tion to sell out when 1991
comes around.

The Native corpora-
tions, however, have lost
a friend with the resigna-
tion of lames Watt, the In-
terior Secretary. Watt had
pushed hard to unlock
their lands for exploration
and to get their land titles
to them. He put lcdcral lawyers to
work on projects to make the Natives
c.elf-sufficicnt, even if it meant fight-
ing The Sierra Club, which it has. As
he told Founts before his resignation,
"The no-growth advocates who try to
destroy the success of these corpora-
tions shouldn't be tolerated.”

But then Watt belie <cd in self-reli-
ance for the Natives, no; handouts. m

businesses and manage (lie assets to make Alaskan
Natives self-supporting. They can't sell their stock
until 1991. Here’s a situation report.
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B. The Market for Alaskan Timber Products in Korea

Korea 1is a, country oj few forest resources but a sizeable. wood .products

indus Selies heavily on the export market. It exports large
vclumec iod worldwide and some lumber to Japan and the Kiddle East
where ; ntractors are very active.

1. Market Structure for Alaskan Timber

Our investigation of the Korean market showed thatonly four firms import
from southeast Alaska and one of these, a red cedar importer, was beyond
the scope of the study. Each of the three applicable users is an
integrated importer/processor importing hemlock and spruce directly from
Alaska. The three importers used 75,500 m3 of Alaska spruce and hemlock
timber in 1931, most of which (83“) was western hemlock imported by one
firm. Table 5 summarizes survey results of the tnree Alaskan timber
importers. Alaskan timber represented 29 percent of their total timcer
volume, ranging from 25 percent to 75 percent. For all Korea, Alaskan
timber represented only about one percent of the total timber usage ir.
1981.

2. End Use

The greatest single use of Alaskan timber is western hemlock in niccon
interiors of houses. Western hemlock is also usedin exposed house
interiors and boxes and crates. Sitka spruce wusuallygoes into the crowing

musical 1instruments industry, particularly Korean pianos.

3. Timber Quality and Desirable Characteristics

Most Korean concern about quality pertain to Sitka splice which 1is used in
the higher valued musical instruments iidustry. They are less concerned
about the quality of western hemlock w* ich they use primarily because of
price consideration. The quality of femlock logs is not good but

acceptable at the low price Koreans fay (recently S200 per MBF, p.a.s.).
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Table 5.

1tem

Total annual volume:

Timber processed, all sources

SE Alaskan
SS Alaskan
SE Alaskan
SE Alaskan
SE Alaskan

Alaskan timber as

Recovery on logs
Recovery on cants

End Use
o SE Alaskan

o SE Alaskan

\J A total uf three

timber

logs (n=1)

cants (n=2)

Sitka spruce (n=3)

western hemlock - all

* of total

(n=2)

western hemlock logs (n=I)

Sitka spruce sca'ils

Information summary on sawmil®s

importing Sf Alaskan timber, Korea 1/

Survey results

260,667 m3
75.500 m3
67.500 m3

0,000 m3
13,000 i
62.500 m3

1 mill - 27%,
2 mills - 75*

Sitka spruce - 65X, hemlock - 60*
Sitka spruce - 70* aml 75*

50*, House const. - hidden interiors
20*, House const. - exposed interiors
30*, boxes and crates

100*, Musical instruments

integrated sawmills were surveyed and to the best of our knowledge they are the only

Korean users of SE Alaskan Sitka Spruce and western hemlock. Each does its own importing of timber.



Koreans prefer the same qualities 1in Sitka spruce as the Japanese; high
ring count, free of small knots and specific uniform grain angle. There

have been problems attaining acceptable quality in most of these areas.

4. General Timber Situation in Korea

Demand

In 1981, total timber demand was 7.3 million m3 (log equivalents), sawn
from 11.6 million m3 in 1978. Traditionally, most cf Korea's demand for
timber was for re-export. Recently domestic demand has become dominant
mainly due to declines in the export market. In 1982, domestic demand 1is
expected to account for 65 percent of the timber use and lower export

demand will account for only 35 percent of the log use.

Most of the wood product exports is in the form of plywood, 2.5 million m3
log equivalents in 1981 or 93 percent of exports. However, this is down

sharply from a peak of 4.9 million m3 in 1977.

The reduction in plywood exports is attributed to decreased supplies of
suitable hardwood logs, more so than reduced plywood markets. Key hardwood
exporting countries have significantly restricted log exports in recent

years.

By 1990, Korean forestry officials expect annual timber demand to be 19
million m3 annually. They expect the domestic demand to be 14.5 million m3
and export demand to be 4.8 million m3. We believe the export demand
projection may decline faster than the government estimates. Domestic
demand projections are reaonable if Korea can maintain its economic growth
and increase housing startc which recently ranged from 200,000 to 250,000

per year.
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_In_1965 domestic timber_accounted for_48 percent of the.total _supply
imports became more and more important as the plywood and lumber re-export
industry grew, and domestic sources supplied only 3 percent in 1978. Their
proportional importance has increased sharply since 1978, however, up to 16
percent in 1981. This is largely because of reduced hardwood imports for
the plywood re-export industry as discussed earlier. The actual volumes
have been 800,000 to 900,000 cubic meters since the mid 1960"s, topping 1
mil 1ion m3 in 1981.

Imported supplies reached a peakof 10.6 million m3 in1978, declining to
6.1 million m3 in 1981. Most of this decline has been in the hardwood area
and while the volume of imported softwoods is down some. Softwoods now
represent a larger share of imports, 22 to 23 percent in 1978 to 1931

versus 3 percent in 1575.

5. Trends and Opportunities in the Korean Market

Due to a combination of increased demand for softwood and limited domestic
resources, use of North American softwoods will presumably grow. Most of
this will be in the form of logs but the share of processed timber is

expected to grow.

IT Alaska suppliers can be price competitive, they should expect increased
exports to Korea. If current manufacturing practices hold, demand for
Sitka sjruce 1in musical instruments should increase. However, if spruce is
replaced by other woods in pic'nokeys, legs and frame, spruce demand could

decline but such substitution does not appear likeiy.

While Korea can probably use more hemlock in the future, their actual
hemlock imports will depend on what the Japanese do. IfT the Japan market
strengthens, the Koreans will not likely compete with the Japanese for*
hemlock logs and cants. They will seek lower cost and lower quality
substitutes. Thus, relative to Japan, the hemlock market in Korea does not

look particularly good.
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= Alaskan Sitka spruce is preferred over essentially all foreign

spruces. Assuming prices are competitive no major threats to
substitution exist and nlaskan volume should be a direct function
of Japanese demand®"for spruce. At higher prices,

exist and will be used.

substitutes™" do-

The Japanese sawmills have had problems with quality control
Alaskan timber.

on
We recommend Alaskan exporters start a program

with key traders to identify specific problems and improve

sorting and grading of timber for Japanese customers.

= The Japanese sawmillers are very interested in discussing their

trading problems and establishing lono-term trading
relationships.

Korea is a much smaller importer than Japan but offers potential for growth

in Alaskan timber imports. We offer the following specific conclusion and

" =ecccmmendations:

= Korea sawmillers and importers, compared to Japanese, are more

price conscious and less cuality conscious, particularly
regarding hemlock.

We recommend that Alaskan traders develop a sort specifically for

the Koreans, like the K-sort used in the Pacific
will

.Northwest. This
complement the need to maintain higher quality and prices

for the Japanese market. The lower quality material

sorted out and sold to Korea at a fair price.

can be

Korean plywood mills are facing great difficulty securing

Southeast Asian hardwood. They may be able to substitute seme

Alaskan species, e.g., cottonwood or the larger white spruce

logs, to replace part of the hardwood needs and Alaska should
investigate this potential.
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ana Sitka spruce from Alaska. This 1is to be expected considering that
Jaoan has been the traditional market for Alaska and that higher production

costs ana the Jcnes Act 1/ inhibit marketing_.in the-lower 48 states

Japan will remain Alaska"s strongest customer for logs and for cants and
the major customer for U.S. timber products in the Pacific Rim Countries.
-While exports of timber product from the lower 48 states have declined
substantially over the past five years, Alaskan exports have increased
slightly through 1981. As a result, Alaska®"s share of the U.S. exports to
Japan has risen considerably, from 18 percent to 27 percent over that

period.

The Japanese represent a very quality oriented market and purchase with
specific quality standards oriented to specific end uses. They rescale and

regrade all purchased logs, upon arrival 1in Japan.

p; Korea_

Exports to Korea have historically consistea of low grade hemlock and
spruce logs and a minimal volume of piano grade spruce cants. In. the
Pacific Northwest the grade just above pululogs is the so-called "K-sort",
K standing for Korea. The Alaskan equivalent 1is a somewhat larger rough
log from which some clears can be obtained through time-consuming turning

on the carriage.
c. Taiwan

Taiwan is Alaska®"s smallest customer in volumes of product sold, all in
cants of hemlock and spruce in 1981. Taiwan has purchased hemlock logs and
cants primarily from the ENW with limited supplies from Alaska. Only a
limited amount of Sitka spruce has been imported and only recently from

Alaska.

J/ The Jones Act requires that all interstate-intercoasta 1 water borne

freight be carried on U.S. bottoms.

11-7



V. THE POTENTIAL MARKETS FOR ALASKAN TIMBER PRODUCTS IN KOREA
A. Backaroung

Korea 1is a country with few forest resources, but with a sizeable wood
products export industry. The domestic forests were heavily cut in the
later years of Japanese occupation for military construction purposes and
before they could recover were again cut over for firewood during and just
after the Korean War. They now consist largely or planted pines, crowing
slowly on rather poor sites, and planted poplars, plus limited old growth
hardwoods, pines, and other conifers. The acreage is extensive but
stocking is low, except in the poplar plantations. Tctal forest -rea Iis
6.6 million hectares, with an estimated 111 million cuoic meters of growin

stock, or 16.8 cubic meters per hectare.

Exports consis* mostly of plywood producea from imoorted Soutr.eastAsia
hardwood logs. In recent years American softwood logsr.ave covicec the
raw material for construction lumber exported to Japan and the Middle East
where Korean contractors are very active. As of 1931, Korea ceceocsc on

imports for 83 percent of its timber requirements.

B. The Market Structure for Alaskan Timberin Korea

1. Importers, Sawmills and Channels of Distribution

To the best of our knowledge there are four firms that import from

southeast Alaska, bi oi.".y three fall strictly within the scooe of tnis
study. The fourth is a red cedar importer and falis outsice tr.e scope of
this study. For the applicable cases, the market structure is the same.
Each is an integrated importer/processor who imports directly *rom Alaska.

One importer does sell a minor quantity to small independent sawmills.

V-1



The three importer/processors imported about 75,500 m3 of Alaskan timber in
1961 according to survey responses. Most of this, 83 percent, was K-sort
hemlock logs imported by one firm (Table V-1). Sitka spruce imports
totaled 13,000 m3 of which S.000 m3 were cants. In 1960, one firm reported
they had imported hemlock cants also, but lost money on the venture and

nave not repeated it.

The Alaskan timber represents about 29 percent of the total volume of the
three processors and ranges from 27 percent to 75 percent. For the total
Korean industry, Alaskan imports represented only about one percent of

total timber usage in 1981.

2. F.nd Use

As shewn in Table V-1, the greatest share of the Alaskar timber, 31,250 m3
of western hemlock, went into hidden interiors of houses. The remainder of
the western hemlock was used in exposed house interiors anc boxes er.c

crates. Sitka spruce, logs or cants, usually went into the growing musical

instruments industry, particularly Korean pianos.

3. Preferences

Korean preferences for Sitka spruce require a high ring count, an even knot
distribution and a specific uniform grain angle. They tend to oe less
concerned about quality characteristies in hemlock which is useo in lower

value or hidden end products.

In the case of the hemlock logs, they are generally satisfied ar.d acceot
the trade-off in quality for the low price they pay (recently 5200 per MEF,
FAS). Alaskan logs are criticized, however, for a high percentage of
center defects. While specifications do allow up to 40 percent deduction
from gross for these defects, the usual deduction is less than 20 percent.
Also, the overall recovery rate on logs is relatively high, 50 percent,

considering the low grade of logs imported.



Table V-L

Item

Total annual volume:

Timber processed, all sources

St Alaskan
SE Alaskan
SE Alaskan
SE Alaskan
SE Alaskan

Alaskan timber as

Recovery on logs
Recovery on cants

End Use
= SC Alaskan

SC Alaskan

timber

logs (n=1)

cants (n=2)

Sitka spruce (n=3)

western hemlock - all legs

1 of total

(n=2)

western hemlock logs (n=I)

Sitka spruce cants

Information summary on sawmills 1importing St Alaskan timber, Korea \J

Survey results

260,667 m
75.500
67.500

13,000
62.500

1 mil

2 mills

in
hi
8,000 n
n
n

I - 27%,

- 75%

Sitka spruce - 65%, hemlock - 601
Si tka spruce - 70% and 75%

50%,
20%,
30%,

100%,

House const. - hidden interiors
House const. - exposed interiors
boxes and crates

Musical

instruments

v A total of three integrated saw»* 1is were surveyed and to the best of our knowledge they are the only

Korean users of SE Alaskan Sit j Spruce and western hemlock.

Each does

its own

importing of timber.
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Preferences or criticisms of the spruce timber were at least more vigorous,
if not more serious. One imoorter notes that only 40 percent or so of the
Sitka spruce is really suitable for sounding boards in pianos, its intended
use. They complain about knots, unacceptably wide grain, wavy grain, pitch
pockets or lines, excessive hardness and instability in drying. As a
result of these defects, one processor has accumulated about 500 MBF cf
ma-terial that they cannot use--presumably it could be used for legs but the
requirement for legs is not large enough to use defective material. In
contrast, the other Sitka spruce importer did not have major complaints

about quality.
C. The General Situation for Timber in Korea

Given the status of Alaskan timber imports in Korea, we now provide an
overview of the aggregate timber market. Topics covered include demand and
supply which will lead to a final section on opportunities for Alaskan

timber in Korea.
1. Demand

The total demand for timber in Korea was 11.C million cubic meters (log
equivalent) 1in 1973, declining to 7.3 million in 1981. The Office of
Forestry forecasted, about a year ago, that 1982"s demand would be up to
8.3 million cubic meters. 1982 data were not available at the time of the
visit, but it is apparent that there has been an appreciable increase over
1931. Table V-2 snows the demand from 1965 to date by cat.egcry of domestic

use, and by domestic vs. re-export requirements.

According to the Korean Office of Forestry, Korea®"s domestic needs were
much less than those of the Korean re-export industry through Che late
1960"s and up to 1977 . During those years the re-export sector took cimost
50 percent of the total demand, reaching 66 percent 1in 1976. Still, its
importance has declined recently, and is likely to decline even more in the

future.
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Domestic use
Pit props
Prlpwood
Plywood
Other
Total

Export use
Plywood
Other
Total

Total Demand

Note: 1982 figures are a forecast perpared at the end of 1981,

Table V-2.

1965

204

41
403
748

511
1
SIT

1,259

1970

450
206

1,057
1,713

2 ,<.70
17
2,287

4,000

reasonably accurate.

1975

542
188

2,159
2,889

3,226
350
T7b75

6,465

1978

617
313
541

4,875
6,146

4,528
737
5,265

11,511

Korea®s wood products demand

1979

no, . o - —
1vQ 1¢C 111

626
233
1,792
3,965
6,616

3,031
1,293
4,324

10,940

1981 1932
628 637
497 737

1,245 1,132

2,115 2,911

4,535 5,417

2,497 2,413
183 460

2,680 2,873

7,265 8,290
apparently

Source: Assembled from data obtained from the Korean Office of Forestry.



a. Domestic requirements

The categories of domestic use into which the Office of Forestry groups its
figures, and which are shown in Table 7-2, are pitprops, oulpwood, plywood
ana general use (presumably “lumber in its various applications and particle
board). The plywood and general use categories cover housing and other
construction, furniture and musical instruments, and boxes and crating

material.

Since Korea 1is heavily export-oriented, an unknown but certainly ouite
large part of domestic use should perhaps be assigned tc the re-export
sector - e.g., TFfurniture, musical instruments and the packing materials
needed for all kinds of export items. These requirements would exist in
most countries, but in Japan and the United States, for example, they are
small compared to other domestic needs. In Korea, they probably inflate

domestic demand to a significant degree.

Domestic use peaked in 1979, at 6.5 million cubic meters, declined to -.5
million in 1931. Government stimulation of the housing industry was tc

increase domestic use to 5.4 million in 1982.

The current rate of housing starts *is between 200,000 and 250,000 annually,
and is expected to increase slightly. Data were not available on the
number of multi-unit vs. single-family dwellings. However, in terms of
wood use it is probably not as significant as 1in Japan because there are
very few wood-frame buildings. Wood 1is used primarily in door and window
frames, floors, ceilings and roofs to some extent, doors and some

cabinetry, and in concrete forming.

The volume of wood used per housing unit 1is estimated to be 7.1 m3.
Housing, therefore, would be using 1.4 to 1.3 million cuDic meters per
year, plus whatever is used temporarily for concrete forming, perhaps
another 0.2 or 0.3 million. Plywood and general use took 3.5 million cubic
meters is 1981, so roughly another 0.5 million were required for other

construction, furniture, crating, etc.
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b. P.e-exDort

Starting

in the early 1960"s, Korea became the world"s most important

in-transit processor/producer of hardwood plywood, us;ng Southeast Asian

logs. This activity peaked in 1977, with 4.9 million cubic meters of

logs--half of Korea"s total log requirements in that year. It has since

dropped sharply, to 2.5 million in 1981.

Reduced plywood markets in North America, Europe, Japan, etc. are not the

only factor in the decrease in Korea's plywood re-export trade. The

declining availability of suitable logs is more significant and promises

more future problems for the industry. Indonesia and the Philippines have

ic.orely restricted log exports, leaving only Papua New Guinea and the

Malaysian states of Sabah and Sarawak as places from which logs may be

exported on a reasonably open market basis As a result, Korea must compete

with Taiwan, Singapore and Japan for these remaining log sources.

The Korean plywood industry has two ootions for aealino with this oroblem.

They are:

shift their operations to the resource country which many
companies either have done or are planning tc do. This, of

course, removes their log requirements from Korea®"s total demand.

Substitute other woods tor Southeast Asian hardwoods, in core and
cross-band veneer. The possibilities include Korean plantation
poplar, cottonwood from North America, tight-knotted softwood
logs from North America, or imported veneer of softwoocs, aspen,

etc.

Korea also exports lumber, moldings and other remanufactured wood products,

although this is much less important than plywood export. The raw material

for this

includes North American softwoods, re-exported to Japan and to



Korean construction companies working in thp Middle East. This sector took
1,293,000 cubic meters of logs in 1979, dropping to 183,000 in 1981 and
supposedly increasing to 260,000 in 1952.

Export statistics cast doubt or. the above figures, however. In 1981, Korea
apparently exported 262,000 cubic meters of lumber, moldings, and other
processed lumber of which 219,000 cubic meters were softwoods for Japan and
the Middle East. Probably about 400,000 cubic meters of logs would have
been needed to produce this volume, su gesting that lumber re-export is

much more important than the 183,000 cubic meters shewn in Table V-2.
c. Future demand

The Office of Forestry has prepared a forecast of timber demand anc supply
up to the year 2030. This was done in 1978 and their estimate for 1980,
not surprisingly, missed significantly as the world-wide economic climate
suddenly worsened. Their long-term forecasts are presumably more reliable,

if their analysis of underlying comestic trends is soundly based. These

forecasts are:

Domestic Export
use use Tota 1

———————————————— - million cubic meters-----———-———-—————

1990 14.5 4.8 19.3
2000 19.5 3.0 22.5
2010 22.7 2.5 25.2
2020 24.6 2.0 26.6
2030 25.6 1.5 27.1

It would not be surprising if the export sector’s demand declined faster
than these figures suggest, particularly with respect to plywood. As
domestic demand increases and as the plywood industry strugcles with its

raw materials problems, a larger decline in exports 1is possible.
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2. Supolv of Timber
a. Domestic supplies

In 1965 domestic timber accounted for 48 percent of the total supply.
Imports became more and more important as the plywood and lumber re-export
industry grew, and domestic sources supplied only 8 percent in 1978. Their
proportional importance has increased sharply since 1973, however, up to
16S in 1981. This 1is largely because of reduced imports for the plywood
re-export industry as discussed earlier. The actual volumes have been
800,C00 to 900,000 cubic meters since the mid 1960"s, topping 1 million in
1981.

Data were not obtainable on the species composition of domestic production,
but from our knowledge of Korea it estimated that well ove” half would be
pine, about one-tenth plantation poplar, and the balance otner conifers,
oak, chestnut and miscellaneous other nardwooas (e.g., walnut, persimmon,

Paul ownia).

Domestic logs are mostly small and of rather low grade and poor form.

Their end uses are:

= Coniters: construction, generally utilizing small cross-section

and short lengths.

- Poplar: packing material, chopsticks, blockboard.

- Hardwoods:furniture, sliced veneer (particularly in narrow
widths and short lengths for items such as plywooc parquet), and
specialty purposes such as golf club heads (persimmon), and

Japanese-style solid or veneered furniture (Paulownia:.

Table V-3 shows the sources of Korea®"s timber supply from 1965 to cate.



Table V-3.

Source and species

Domestic

Imports

supplies

Tropical hardwood
Softwood
North American

Chile |
Total

Other
Total

New Zealand

Total supplies

Source:

Assembled from

1965

503

718

18
20
33

756

1,259

1970
inon

845

2.,8t3

236
56
292

b4
3,155

4,000

1975

Sources of Korea"s timber supply

1978

1979

m3 log equr/alen b

896

5,116
443
448

5
5,569

6 ,765

996

8,197
1,719

582
2,401

17
10,615

11,611

952

7,886
1,252

832
2,084

18
9,988

10,940

1981

1,130

4,792

929
414

1,343

0,135

7,255

data obtained from tne Korean Office of Fores try.



b. Imports

Imports reached a peak of 10.6 million cubic meters in 1978, declining to
6.1 million in 1981. Industry sources consider an increase to 6.3 million,
likely in 1982. Southeasc Asia and the South Pacific are the principal
sources, and from 1965 to 1977 this area supplied 85-95 percent of imports.
Softwood imports increased sharply in Ic/8, and as of 1981 they reduced

tropical hardwoods® share of the market to 72 percent.

Tropical hardwoods are used mostly for plywood, but also for otner purposes
such as lumber and remanufactured product exports, furniture, domestic
moldings, window frames, and constructing -n - y.4 compares the Office
of Forestry data on domestic and export plywood raw material requirements,
and on tropical hardwocd imports, in order to get some idea of the hardwooo

volume that goes into these uses.

Softwood imports have sc far come mainly from the UniteG States. New
Zealand and Chile are suppliers of Monterey pine, accounting for acout 27
percent 1in 1981. Korea has also started to buy Siberian legs, eitner
transshipped or redocumented in Japan. There has been seme imports from
Canada in the past few years, the volume 1is not available. We suspect that

it is quite small.

With a few exceptions, Korean importers have but one criterion for
softwoods--price. Color, grain characteristics, knot placement, ring count
and log size mean little. Knot si/.e is of some significance, nowever,
since Korea, like other Asian countries, uses lumber in some very small
cross-secticn, it does not seem to be a serious problem. £iso, logs with
smaller knots are selected for this type of end product. One product t‘at
C3n accept large knots, provided they are tight, is crating material for
machinery exports, etc. Monterey pine, from Mew Zealand anc Chile, is usea

for this, as it is in Japan.
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Table V-4. Korean plywood requirements and tropical hardwood imports

Item

Plywood requirements
Domestic

Export
Total

Tropical hardwood imports
Tropical hardwood used for

lumber, moldings, etc.
(domestic and export)

1978

541

4,528
5,069

8,197

3,128

-1000 mJ

1979

log equivalents--

1,792

3,031
4,823

7,886

3,063

1981

1,345

2,497
3,842

4,792

950

Source: Assembled from data obtained from the Korean Office of Forestry
and the Korean Traders Association.



West Coast exporters prepare a class of logs for the Korean market,
appropriately called "K Sort." Ideally this consists of small

second-growth legs, in long lengths, so that the Korean mills can benefit
from the very high Scribner MBF/cubic meter conversion Tfactor. While the
Japanese market accepts small logs (down to 5":), the Koreans also accept a
considerable degree of roughness, 1i.e. more knots, sweep, crook bark seams,
center rot and, catfaces. The Korean market will also accept larger logs
with considerable center defect (say, up tc 35-40 percent of the gross
volume), provided it is scaled out and the poorer stowage on board ship is

accounted for in the price.

U.S. lumbergrading rules are not applicable to Korean usage, because with
a wide variety of small sizes the Korean sawmillers can recover dear
lumber where U.S. sawmillers could not. However it may be useful to
describe Korea®s lumber use in terms of these rules to crcvice an icea cf

what is needed from their softwood supplies. Some characteristics are:

- A moderate amount of 1imorovement in recovery--upgrading from
purchase basis by remanufacturing into small sizes. This end
result, achievable directly in the sawmill, will not be very
large because most of the logs imported are small second-growth,

with tight knots.

- A moderate amount of utility grade lumber, used domestically,

probably most of it as boxes or packing material.

t A moderate amount of Standard grade, used domestically jr

exported to Japan or the Middle East.

= Some Construction grace--probably most of which 1is exported to

Japan.

- t little Mo. 1, Select Structural, Shop Graces, or Clears,
probably used locally for miscellaneous special uses or exported

tc Japan.
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Tv/o exceptions to these remarks are:

= Sitka spruce for the musical 1instrument manufacturers, whose
ru< uirements are even more stringent than those of their Japanese
counterparts. Korea does not have the same outlets as Japan for
spruce which, while not meeting musical 1instrument

specifications, 1is still of rather high grade, end

« Red ceaar, which has come into fashion in Korea for wall
panelling. In this case the Koreans are forced into taking lower
grade sawlogs in order to get the larger logs that y"eld clear
lumber for panelling; the lower grade logs then go into general

uses, probably including crating.
D. Trends and Opportunities 1in the Korean Market

1. Future Timber and Lumber Sucolies

The production forecasts developed by the Office of Forestry indicates an
aggressive production level for domestic timber. Supplies are projected to
increase to 13 million m3 by 2030 or 43 percent of the projected demand in
that year. By 1990, however, domestic supplies are expected to be at only
the 3 million m3 level, or 15 percent of demand. These forecasts rely
heavily on poplar, which of course grows much faster than any native

species. Poplar volume 1is expected to reach a plateau of 5 million cubic

meters per year by 2010.

Imports are forecast to grow, with domestic demand, to 16.4 million cubic
meters in 1990, but to decline to 14.1 million in 2030, as domestic
supplies increase. The importance of .North America as a suoply source is
likely to increase, as Korea®"s overall demand comes to consist more of
domestic construction needs and less of (mostly plywood) re-export raw

material.
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Table /-5 shews the Office of Forestry®"s estimates of where supplies will

come from between now and 203C, plus cur own estimate of how much North

America might provide. Our estimate 1is based on these assumptions:

- Korea"s re-export industry will continue to have difficulties
competing for South Seas hardwoods to supply the necessary

component for the plywood component.

- The domestic plywood requirement will account for about one-third
of total domestic demand. A part of the domestic demand will be
filled by softwood plywood imports; some softwoods will be used

for veneer in domestic plywcod production.

- As a result of increasing difficulty in obtaining tropical
hardwood logs, tr.e volume of tropical hardwoods usea for purposes
other than plywoou will decline. The combined domestic and
export plywcod demar.c will acproximate the extant of tropical

hardwood imports.

Up to now Korea has imported almost all its lumber requireinents as logs,
with relatively little material in cants, squares, lumber, particle board,
etc. From our analysis of the market, we believe Korea will gracually
import more and more finished of semi-finished wood products. It is
difficult to quantify this, but the areas in which such imports are likely

to show the most growth are:
= Korean specification construction [lumber sawn in flortn American
mills from K Sort logs- simi Tar to those mills that new produce

to Japanese specifications,

- hardwood lumber as by-products of Korean plywood ooe”a™ons in

Indonesia, etc.,

= softwood veneer and plywood, and
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Table V-5. Future sources of Korea"s timber supply

1988 1990 2000 2010 2020 2030
—————— million m3 log equivalents----——-

Domestic supplies

Native species 1.4 1.5 2.0 4.0 6.0 3.0

Poplar 0.9 1.5 4.4 5.0 5.0 5.0

Total 2.3 3.0 6.4 9.0 11.0 13.0
Imports

North American 4.8 5.1 4.7 4.4 3.9 3.0

Other areas 10.9 11.3 11.4 11.8 11.7 11.1

Total 15.7 16.4 16.1 15.2 15.6 14.1
Total 18.0 19.4 22.5 25.2 26.6 27.1

Source: Assembled from data obtaineo from the Korean Office of Forestry.
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- North American particle board.

2. Opportunities for Alaskan Timber Species

Within the general setting, it is also possible to gain some insight about
opportunities for Sitka spruce, western hemlock and seme other Alaskan

products.

a. Sitka spruce

As mentioned, the Korean musical instrument industry uses about 5 million
8F or (13,000 cu. m.) of spruce per year. This figure is likely tc
increase somewhat, according to the largest piano manufacturer. They
report increasing demand for Korean-made pianos, and to satisfy this they
are increasing their capacity. Within a couple of years the totai demand

will probably be about 7 million BF or (13,0G0 m3).

Also as mentioned, the demand could theoretically be halved, cr at least
reduced, 1if spruce are supplied only in sounding coara quality ar.c basswcod
and other species are used for keys, legs, etc. In practice, basswcod
might not be as convenient to import as spruce, and so it seems rather

likely that spruce will maintain its position.

Since even the highest grade log is bound to contain consioeracle non-music
grade material, we think it is reasunable to say that cants, containing as
much as possible of music grade cuttings, would be preferred if the
end-users could get them. Some of the smaller companies are new m.kinc

efforts in this direction.
b. Hemlock ano lower grade spruce
Only a very small percentage of Southeast Alaska hemlock ano spruce is

really suitable for the Korean market - top grade spruce for musical

instruments, ana small, knotty and preferably sound logs of eit.ner spec;es.
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What lies in between 1is too good, in the sense that it possesses
characteristics (tight grain and generous yield of clear lumber) that

command a premium in Japan but are 1in most cases of no importance in Korea.

Korea®s current log imports from Alaska are covering not only the small lew
quality, knotty logs but also the next layer of quality upwards - as
previously described, legs that will yield a considerable amount of clear
lumber but which have a lot of defect. This is probably due to two

factors:

- the current low prices for all logs which brings more logs within

the range that Korean importers are willing to pay, and

- the overall 1lower level of logging activity in the Pacific
Northwest, which reduces the volume of K Sort logs available

there.

When the Japanese market improves, or as the yen strengthens against the
dollar, it is almost certain that some of the logs now being bought by
Korea will be priced out of the Korean®"s reach, and either imported oy
Japan in the round or custom sawn into cants. When this happens exports to
Japan from the Pacific Northwest will pick up, producing more K Sort logs
as a kind of by-product; some of the Koreans®™ buying will presumably then
shift back to that area.

One might suppose that the small percentage of "true K Sort™ logs produceo
from National Forest land in Southeast Alaska could be sawn into cants that
would then be suitable and reasonably priced for the Korean market. Vie do

not think so, for these reasons:

- such logs are, at most, 16" in diameter, and the lower
productivity with small logs makes the canting process

inordinately expensive, and
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- with larger logs, the cost of producing cants may be partly
offset by a real freight saving, as defective material is sawn
out. With small, knotty but reasonably sound logs this saving is

not available.

In short, these logs should, perhaps, be available for export to Korean in

the round.

(o Red cedar

Unless red cedar panelling is a passing fad, the projected growth of Korean
domestic demand, based on housing and other building construction, will
mean more demand for red cedar, and more opportunities tc supply it tc

small scale importers or end users in the form of cants.

a. Other Alaskan oossibilities

Moving north and west along the Gulf of Alaska coast, the percentage of
iogs that are suitable for Korea rises sharply. In places such as
Seldovia, Port Chatham and Afognak and Kodiak Islands about half of the

volume could be considered K Sort.

Possibilities for Korea"s plywood industry exist 1in cottonwcoG, wnite

spruce, and perhaps birch, as log or maybe even veneer imports.

In general, the Korean market prospects are good for hign grade soruce logs
or cants and for red cedar. The market size 1is small compared to -Japan,
however. The Korean market does not look particularly gooa for hemlock or
low grade spruce, as Koreans will not compete price-wise with the Japanese
for this timber. As described above, some other Alaskan timbers aiso have

some market potential and deserve some attention.
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Enclosed are the materials | found on stales” foreign trade promotion offices.

Enclosure 1 is from a publication that the Council of State Governments (CSG) did

earlier this year, Economic Development: A Survey of State Activities. The information
from the study was gathered in a survey sent in September of 1982. Bob Reinshuttle, the
contact person at CSG that I gave you, produced the finished report.

Enclosure 2 is from a report produced by the National Governors®" Association in 1981.
The report, Export Development and Foreign Investment: The Role of States and its
Linkage to Federal Action, was developed using information NGA gathered through a
survey of state officials.

Enclosure 3 is excerpted from a book written by John Kline, State Government Influence
in U.S. International Economic Policy (Lexington Books, 1983). The chapter | have sent
you provides more detailed background on st"ate export promotional activities, including
foreign trade offices. | recommend the entire book if you are looking for information on
other aspects of state foreign-trade activities.

The National Association for State development Agencies (NASDA) did its own survey on
states” export promotion activities (1 gave you Marsha Clarke as a contact there). The
NASDA survey is probably the most recent work in that ureu.

I IK>pe all of this is helpful to you. Call me if you have any questions if our office can
provide you with further assistance.
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CHAPTER 5

INDUSTRIAL

DEVELOPMENT:
ADVERTISING,
MEDIA PROMOTION
AND
PUBLICATIONS

Comparison between state expenditures for
non-tourist advertising and promotion in fiscal
1982 shows a striking jonlrast. Six states spent
nothing, while 11 spent over 5500,000. The largest
expenditures for advertising and promotion were
by New York (S6.95 million), Maryland (S1.2 mil-
lion), and Kentucky ($1 million). Other significant
expenditures were by Florida, Louisiana, Massa-
chusetts and Pennsylvania.

In fiscal 1983 budgets, the recession was
reflected in nearly every state, and there was
much debate in the legislatures and executive of-
fices as to whether promotional budgets should
be increased to attract more business and indus-
try to the state, or reduced as part of an overall
budget reduction plan. Eight states chose the lat-
ter by reducing expenditures (Arizona, Florida,
Georgia, Hawaii, Kentucky, Mississippi, Montana,
and Wisconsin). Most states, however, decided'
that a greater commitment should be made *j pro-
mote their state as a good place to do business.
As a result, five slates will spend above a million
dollars on that activuy: New York (59.38 million re-
guested), Michigan ($1.5 million), Maryland (51.3
million), Massachusetts ($1.05 million), and New
Mexico ($1,033 million).

Ol the states whose budgets have received final
approval, the largest percentage increases will
take place in lllinois, Michigan, Oregon, Ten-
nessee, Utah, Vermont, Washington and West
Virginia. It is interesting to note that many ol
these states have sullered the most severe bud-
getary and economic difficulties during the past
few years.

Caution should be used in making direct com-
parisons between slate budgetary figures. States
which spend very different dollar amounts lor
advertising and promotion may nevertheless be
spending comparable percentages ol their total
budgets (or that purpose, and in a few cases a
special promotional effort may have swelled the
promotion budget out of proportion to past expen-
ditures.

N
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O! the 45 state!  spending to this question, 24
indicated that the amoun! allocated tor promotion
and advertising is determined exclusively by the
legislature, while 19 said expenditures are deter-
mined by administrative decision. In Nevada and
Virginia, the decision is made by both legislative
and administrative action. (See Table 13))

Advertising Media

Forty-lour states indicated that they advertise
through one or more of the following media: news-
papers, magazines, radio, television, billboards
and direct periodicals. California, Minnesota and
New Hampshire do not advertise but produce
their own publication. Colorado does not budget
for advertising and promotion. (See Table 14.)

Field Representatives

Field representatives cover two basic areas: in-
state, to provide services to local industry, com-
munities and development groups; and out-of-
state, to make contact with industrial prospects,
provide them with information on locations in the
stale, and render location assistance to prospects
once they move into the state. Overall, field
representatives provide information, technical
and coordinating services.

Twenly-four states employ in-state field repre
sentatives. Kansas has such a proposal unuer
consideration, and Alabama uses regular line staff
to meet these responsibilities. Eight slates use
field representatives for work outside the state,
and 19 use field representatives outside the
United States.

Seven stales reported having information cen-
ters located outside their own jurisdiction. The
two most popular locations are New York City and
Washington, D.C. Centers there primarily provide
industrial development and trade facility informa-
tion to interested persons.

Foreign Offices to Promote
Industrial Development and Trade

Twenty-three states reported having at least
one foreign office engaged in promoting state pro-
ducts, providing information, and assisting
loreign corporations who may be interested in
locating a plant within their state. Most states
have their offices in Japan, Belgium and West Ger-
many; however, other locations include England,
China, Canada, Mexico, Brazil, Switzerland,
France and The Netherlands. Most foreign offices
focus on a region rather than merely concen-
trating their ellorts on the country in which they
are located. The exceptions are Michigan, whose
olfice in Tokyo works only with Japanese rcpre-



Canaria. Virginia employs lhc largestl Il in its
lorcign offices (six in Japan and eight in Belgium).
The average number of staff per foreign office is
three; however, larger staffs are commonly placed
in European offices.

Within the past five years, 10 states have ex-
panded their foreign operationr<Alabama, Florida,
Georgia, lllinois, Maryland, Missouri, Nebraska,
New York, North Carolina, Pennsylvania and
Virginia), while two states have reduced their
visibility in other parts of the world (Louisiana and
Washington). Ohio recently shifted its West Ger-
many office to'Belgium. Three states (Maryland,
Missouri and Ohio) plan to expand lheir foreign
operalions in 1983, and lllinois opened an office in
Japan in January. (See Tables 15 and 16.)
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Foreign Offices

An important part of trade organization for many states is the
overseas offices. Although there has been some debate in the past
over their utility and cost effectiveness, the continuing increase in
che number of overseas offices indicate their importance to states”
commercial interests overseas. Data compiled in 1976 show nineteen
states with overseas offices. This survey, conducted in October 1980,
indicates that thirty-three states are represented overseas and that
there are sixty-six offices. Some of these offices (those organized by
regional commissions) are shared by several states, while several

states have more Chan one office to represent them around the world.

States have this kind of continuous representation in all parts of
the world.Europe was the first target when states began to set up
these offices more than a decade ago. Japan then became a focus of
activity. Now seventeen different countries host state
representatives. Most of these offices have regional responsibiliites,
making it clear that state economic activities reach into most parts

ofthe world.

Our survey data showed that overseas offices could br categorized
by the type of authority administering them. First, there are offices
maintained by the state unit charged with primary responsibility for
increasing international commerce (the economic development office or
similar department) or by closely allied offices (such as those in
charge of tourism). Secondly there are offices maintained by
quasi-public, semi-autonomous state organs, such as port authorities.
Finally, there are offices operated by regional organizations such as
non-state port authorities or planning commissions. Some states,

particularly in the West, work through this kind of office rather than
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maintaining their own facilities abroad.” Appendix i lists

slate overseas offices of all types.

Staffing arrangements for overseas offices also varied. In some
cases the staffs were employed by the state and solely represented the
state. In other cases, the state retained only a consultant or
business contact, either on 1its own or through a regional planning

commission.

Different state departments, such as economic development offices
and port authorities (or even the same) sometimes maintained separate
offices in diffr~ent foreign country. In other cases, different
departments from the same state shared offices or consultants in the
same foreign country. For a list of overseas representation by state

and country, see Table 11.A.

Policy Implications and Recommendations

This chapter outlines the continuing increase 1in foreign trade
activities by states. Figures on overseas trade missions, the
hosting of foreign delegations (whether or not visits are directly tied
to commercial exchanges), and the proliferation of state offices
overseas suggest the scope of the states”™ activity. Organizational
developments also give expression to expanding overseas interests.
Traditional bureaucratic organs have been given new responsibilities
and in some cases specialized agencies have been created. The
emergence of a substantial number of trade-related interests within
states has required special mechanisms to foster cooperative relations
between state governments and their trade communities. Advisory
councils in which the entire trade community 1is represented have been
organized by some governors to deal with this situation. In other

states the proliferation of trade activities and interests remain to be

A fourth type, unofficially representing the state of
Pennsylvania, was operated by a private state regional economic

dcvelopmnt association.



area within the state. New Hampshire, which targeted both rural and
cconomi r.nlly depressed areas, noted that a Jlabor market sufficient to
meet an industry’s needs was one of its basic «criteria used in
assisting firms wishing to relocate there. Table 111.8 provides a

summary of internal targeting by the states.

Foreign Area Targeting

A look at where states choose to market state products or to seek
overseas investors is instructive in several ways. It suggests the
extensiveness of state-based commercial networks around the world.
Foreign areas where state effort 1is most concentrated are identified,
as is the presence of state activity in those international markets with

the greatest potential.

Taken collectively, state overseas interests reach 1into most areas
of the world. The major regions identified for market development are
Europe, Asia and Latin America. It does not appear from the survey
that states have given much attention to the +trade opportunities

available in Eastern Europe, Africa, or West Asia.

That states®™ export promotion efforts do give greater focus to
well-established markets is apparent if we note those cases where
specific countries are mentioned. In questionnaire responses, states
tended to identify regions or continents rather than individual
countries. The 1list of countries which were also specified includes
only modern or rapidly modernizing countries. For the most part,

specific countries within Third World markets were not identified.

The survey provides no surprises in the area of targeting

investment. For most states the major sources of Zn eign investment
are the developed countries. Western Europe, Canada, and Japan focus
most state effort. A few states do look to the rapidly modernizing

economies of Taiwan, Mexico, and South Korea.



A detailed breakdown of where states concentrate their overscac
activities 1is provided in Table 111.9. It illustrates the considerable
diversity of states in their targeting of international business. of

=the forty-four states from which data was collected vregarding foreign
targeting and export promotion,** thirty-one concentrated on
particular geographical areas. Vermont, while not engaging in
targeting per sc, has participated in trade shows and missions held in
West Europe and Latin America. Wyoming had no targeting policy; it
confined its international business activities to participation in the
Old West Regional Commission, Leaving to that, organization such policy
decisions. The eleven states did not specify any specific region or
country for export promotion include: Arizona, Colorado, Delaware,
Georgia, lowa, Nebraska, Nevada, North Carolina, Pennsylvania, South

Dakota, and Utah.

Among the thirty-two states targeting foreign areas for export
promotion, regions or continents were specified sixty-two times,
particular countries twenty-four times. Preferences for European and

Asian regions were equal (twenty each), followed <closely by Latin

America (eighteen). Two states identified he Pacific Rim countries.
The particular countries mentioned as gets for export promotion
were: Canada (by 5 states); Mexico (by tates); Japan (by 3 states);

Germany (by 2 states); and Taiwan (by 2 states). Argentina, Australia,
Brazil, China, Denmark, New Zealand, South Korea, and Venezuela were

each mentioned by one state.

0f the forty-six states for which data was collected regarding
foreign targeting and reverse investment, thirty-five concentrated on
particular areas overseas. As in the case of export promotion, Wyoming
leaves such targeting up to its regional commission. The twelve states

that do not target specific foreign areas for attracting investment

*«f Insufficient data for Louisiana, North Dakota, South Carolina,

and West Virginia.
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TABLE 111.9 - KEGION/COUNTRY TAKCKTS OF STATE
INTERNATIONAL BUSINESS ACTIVITY

Export Promotion

Central/South America,
Far East, Europe

Japan, Germany
Denmark, Taiwan

NONE —-

Europe, Far East
Mexico, Canada

Pacific Rim Countries,
E.E.C., South America

MOFIE—-

Europe, South America,
Asia

NONE-

Latin America,
Europe, Far East

NONE —-
Japan, Canada,
Asia/Paci fic

Latin America,
Asia, Europe

E.E.C., Far East

South America,
Europe, Far East

NONE —

South America,
Far East, Europe

Europe, South America,
Far East

Reverse Investment

Europe, Far East

Germany, Denmark, Taiwan

Japan, West Europe,
Taiwan, South Korea

Europe, Japan

Japan, E# € =

NONE ——-

West Europe (Germany,
Switzerland, England, Belgium,
Netherlands), Scandinavia
(Sweden, Denmark), Asia-Japan

NONE-
Canada, Europe, Japan
Japan/Far East,

Europe, Canada

Japan, Canada

NONE —-

NONE-

Europe, Japan

Europe

Europe

Europe, Japan
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MAINE

MARYLAND
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TABLE 111.9 (CONT)

Export Promotion
D
Europe, Canada, Far East

Far East, West Europe

West Europe
Latin America, Asia, Europe

Europe, Canada
Latin America

Central America,
South America

West Europe, East and

Southeast Asia, and
Latin America

Pacific Rim Countries,
South America

NONE —
NONE —

Europe (all countries),
South America (Venezuela,
Brazil, Argentina),
Australia-Asia (Australia,
New Zealand, Taiwan,
South Koiea, Japan, China)

Latin America

Mexico

@)

HONE —

€y

Asia, Latin America,
West Europe

Canada, Mexico
West Germany
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Reverse Investment

()

Europe, Canada, Far East

Far East/China,
West Europe, Canada

West Europe, Japan, Canada

Europe, Japan

NONE —

Germany, England, Canada

West Europe, East Asia,
and Canada

- NONE—

NONE —

NONE —
Europe (England, France,
Germany, Italy, Spain,

Scandinavia), Canada,
Australia, South Africa

West Europe, Japan
NONE —

North Europe,
United Kingdom, Japan

West Europe, Japan

)

West .rope, Japan

Canada, Mexico,
West Germany, Japan



OREGON

PENNSYLVANIA
RHODE [ISLAND
SOUTH CAROLINA
SOUTH DAKOTA

TENNESSEE

TEXAS

UTAH

VERMONT

VIRGINIA

WASHINGTON
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TAILLE 111.9 (CONT)

Export Promotion

Far Last, Southeast Asia
Western Latin America

— NONE —

1)
— NONE ----

Latin America,
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Reverse Investment

Europe, Japan

Japan, West Europe

West Europe
(€))
— NONE-

Japan, Germany,

Asia, Europe Other European Countries
Mexico — NONE —-
—— NONE---- — NONE —
(3) Canada, Europe
Europe, Far East West Europe, Japan
Latin America
Asia-Pacific Jurope, Asia
U) Japan, West Germany,
England
South America, Far East Europe, Far East
A G
(1) Insufficient Data
(2) Target specific areas, but none listed

(3) No specific targeting,
in trade missions/shows
Latin America

(A) Left up to regional

but have participated
in West Europe and

planning commission



include: Colorndo, Delaware, ldaho, Illinois, Minnesota, Montana,

Nebraska, Nevada, New Mexico, South Dakota, Texas, and Utah.

Europe and the Far East are, almost exclusively, the regions where

states go to seekinvestment. A rank order of specific countries
mentioned by numberof states suggests what are regarded as the best
sources of investment money. This pattern is illustrated in Table
111.10.

TABLE 111.10 - COUNTRIES TARCETED FOR STATE INVESTMENT
PROMOTION BY NUMBER OF TIMES MENTIONED ON QUESTIONNAIRE

Country No. Of Times Mentioned
JAPAN 20
CANADA 1

GERMANY/WEST GERMANY
ENGLAND/UNITED KINGDOM
DENMARK

TATWAN

AUSTRALIA

BELGIUM

FRANCE

ITALY

MEXI1CO

NETHERLANDS

SOUTH AFRICA

SOUTH KOREA

SPAIN

SWEDEN

SWITZERLAND

Six states targeted specific foreign areas for expor promotion, but
not for reverse investment. These states include: daho, [Illinois,
Minnesota, Montat."., New Mexico, and Texas. In terms of general policy,
all of these states strongly encourage export promotion and strongly

discourage, mildly discourage, or at least are neutral toward, reverse



foreign investment. Six states also targeted specific foreign areas
for reverse investment, but not for export promotion. These states
include: Arizona, Georgia, lowa, North Carolina, Pennsylvania, and

Vermont.

Policy Implications and Recommendations

To speak of state trade policy is really only to refer to the
collective activities that states perform in promoting international
business. No state appears to have anything approximating "a
articulated policy relating to trade. A few states are so minimally
involved in international trade it would be difficult to accurately
identify a trade posture, much Jlessa policy. Yet the 1idea of trade
policy, and its development in the states, gives an instructive focus

to the findings of thi~ chapter.

From the collective activities of the typical state it 1is possible
to derive the elements of a policy framework. Foreign investment and
export promotion are both strongly encouraged. The longstanding

interest of states in investment continues, although there is

increasing interest in export promotion. The higher priority given
exports is evident. Larger allocations of the state®s international
budget go for trade expansion. States offer a full range of export

services 1in response to a whole vrange of needs within an expanding
state trade network. It seems that states have generally rejected a
strategy of making state exports more profitable. That approach would
only serve one category of business within the state - the experienced
exporter. In providing a number of programs, the state reaches firms
with no experience, those who might export but don"t know how, those
who want to but need assistance, and those who do export and want
greater market opportunities. By sponsoring a variety of promotion
programs, states assure that there 1is an appropriate program for most
businesses in the expanding trade environment. This strategy 1is
compatible with the finding that state programs are generally geared to

small manufacturing firms with fewer than five years of experience in
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by Carl Gldlund o\ g\
Timn Buslneu Writer

Three Korean companies will es-
tablish offices in Anchorage, par-
tially as a result of an Alaskan trade
delegation to that country, the presi-
dent of the Alaska-Korea Business
Council, Anchorage lawyer Baob
Breeze, said Monday.

Hut, he said, the mission was not
as successful as it might have been
because of a last-minute cancellation
by its leader, Lt. Gov. Steve MCcAI-
pine.

Breeze said the Samsung Coip.,
Korea Shipbuilding and Engineering
Corp., and ICC Construction Co. will
open Anchorage offices before the
end of the year.

Samsung, which he described as
the third largest corporation In
Korea, is a trading conglomorate
that will seek to export Alaskan natu-
ral resources and import h'Te;>;i-
made consumer and manufactured
goods.

Korea Shipbuilding and Engineer-
ing will be negotiating-with Seward

and Veco Corp. officials over partici-
pation in a new maritime facility in
that community.

And the construction company,
which Breeze said is one of the lar-
gest in Korea, is interested in partic-
ipating in several A'askan projects,
he said.

As a result of McAlpine's cancella-
tion, the Korean government called
off a series of meetings between the
14-man Alaska delegation and top
government leaders, Breeze said.

Those included scheduled sessions
with the ministers of foreign affairs,
commerce and energy, and a tenta-
tively scheduled meeting with the na-
tion’s prime minister.

Gov. Bill Sheffield decided May 6
that McAlpine could not participate
in the trip "because he said he
wanted me in Juneau to oversee leg-
islative business,"” McAlpine said.
That occurred three days before the
group’s departure for Korea, too late
to substitute another high state offi-
cial, he said.

Breeze said the Koreans viewed

that last-minute cancellation as "in-
dicative of a lack of sophistication on
the part of state government in its ef-
forts to encourage resource develop-
ment.

"They are very much like the Jap-
anese. Protocol is important and,
when they determined that govern-
ment participation was not at a high
level, they immediately downgraded
our mission." As a result, Breeze
said, the only Korean government of-
ficial who met with the delegation
was a vice-minister of energy.

"Abrupt acts like that make the
Koreans feel insecure," Breeze said.
"And businessmen there also com-
mented on (former Gov. Jay) Ham-
mond's veto of the state’s dredging of
the harbor at Seward to accomodate
coal exporis by the Sun Eel Co.

"They were surprised that here in
Alaska the coal shipper apparently
has to build a loading facility and do
the dredging. Elsewhere, It's done by
the government or by the seller.”

Breeze said Korean businessmen
also were disappointed in a decision

by Sheffield to cancel construction of
a grain terminal at Seward which, he
said, is a more logical location for a
such a facility than Valdez,

"Several feel there is great poten-
tial in Alaska grain and said they
would probably buy our products if
the terminal were at a place where
ground transportation would cost
less," Breeze said.

"The Koreans have a difficult
time reconciling the state's rhetoric
in support of development with its ac-
tions."

The Valdez terminal is supported
by a local bond initiative and grain
must be trucked to it; the now-sus-
pended state facility at Seward is
served by the Alaska Railroad.

Breeze said Korean officials were
encouraged by briefings given them
by James Lexo, a Washington, D.C.,
assistant to Congressman Don
Young, on legislative activities as-
sociated with attempts to abolish res-
trictions on Alaska oil exports. Lexo,
a member of the delegation, paid for
the trip himself, Breeze said.



Koreans talk trade with Alaska

TUnol «uUT

Twenty top Korean business executives
began a week-long series of meetings with
Alaska government and industry leaders today,
with aims of stimulating commerce between the
Republic of Korea and the 49th State.

The group, headed by Moon-Joon Chung,
chairman of the recently formed Korea-Alaska
Economic Cooperation Committee and presi-
dent of Hyundai Heavy Ind. Co., Ltd., arrived in
Anchorage yesterday aboard a Korean Airlines
flight that had received a special exemption
from the Civil Aeomautics Board to discharge
passengers here. Korea Airlines regularly stops
at. nchorage International Airport but does not
hav,.1passenger right:, on flights from Seoul to
Anchorage.

The business sessio;is of the group began with
a 7 a.m. breakfast wivh members of Common-
wealth North at the Hotel Captain Cook, and
continued with a schedule of Driefings lasting
throughout the day.

Richard A. Lyon, Al. ska's commissioner of
Commerce and Economic Development, who in
private life had frequent business dealings in
Korea and the Far East, was among those slated
to brief the Korean group today.

Others on today’s agenda included former
Gov. Walter J. Hickel, speaking on the prospects
of transporting Alaska’s North Slope natural gas
to market via an all-Alaska route for sale to Pa-
cific Rim markets; John Daly, president of Ko-
diak Lumber Mills, discussing timber prospects
in Alaska; Sarah Hemphill, president of the
Trading Company of Alaska, speaking on com-
mercial fishing operations in Alaska waters;
Richard Lenahan, president of the Export Coun-
cil of Alaska, speaking on trade relationships,
and Robert R. Richards, vice chairman of
Alaska Pacific Bank Corp., discussing Alaska's
economic future.

On Wednesday the group is scheduled to re-
ceive a day-long briefing on minerals and petro-
leum, under a program arranged by the Re-

source development Council.

Thursday’s agenda will concentrate on coal
prospects, and on Friday the members of the
Korean group will travel to Prudhoe Bay as
guests of Arco. Friday and Saturday members
are at liberty to attend Fur rendezvous events
and the World Championship Sled Dog races.

On Sunday, the Korean delegation will travel
to Juneau and on Monday attend a luncheon
hosted by House Speaker Joe Hayes and Senate
President Jalmar Kerttula, and a dinner hosted
by Gov. Bill Sheffield. The Koreans will return
to Anchorage Tuesday and connect with a Ko-
rean Airlines flight to Seoul.

Members of the Korean group, in addition to
Chairman Chung, include Kwang-Won Rhim, ex-
ecutive director of the Korea-U.S. Economic
Council, Inc.; Ho-Yong Chung, a director of Ko-
rean Airlines; Tae-ll Kim, president of Sun Eel
Shipping Co., Ltd.; Moon-Hong Lee, advisor, Sun
Eel Shipping, and In-.7ae Kim, manager, Sun
Eel.

Other members include Kang-Soo Choo, ex-
ecutive director, Korea-Alaska Development
Co.; Chung-Woo Kim, general manager, Korea-
Alaska Development Corp.; Pio Y. Park, senior
manager, Korea-Alaska Development Corp.; In-
Yu Rha, managing director, Daewoo Corp.;
Young-Pyo Hong, manager, Vancouver office,
Daewoo Corp.; Chu-Won Lee, president, Jin
Hung Development Co. Ltd., and Suk-Hvun
Kwon, managing director, Jin Hung Develop-
ment Co., Ltd.

Also attending are Douk-Young Kim, senior
executive vice president, ICC Construction Co.,
Ltd.; Keong-Ho Chong, director, ICC Construc-
tion; Jong-Se Park, director, Korea Shipbuilding
& Engineering Corp.; Ji-June Park, manager,
Bando Sangsa Co., I.td.; Jui.g-Joong Yoon, man-
ager, Anchorage office, Hyundai Corp.; Young
Shin, general manager, Hyosung Corp., and
Hyoung-Ser Park, project officer, Korea-U.S.
Economic Council, Inc. t oo



Alaskans — at least those in attendance at the
Resource Development Council’s symposium on
coal, minerals and petroleum — want to export
Alaskan oil to Pacific Rim nations.

To do so, the development-oriented government
ar.d industry representatives say, "would generate
sound economic and geo-political benefits to the
nation and the citizens of Alaska and, thus, merits
the most serious and favorable consideration by
state and national policymakers."

That was one of several consensus statements
developed by the 500 who attended the two-day
conference at the Hotel Captain Cook. They heard
3t speakers describe the state’s mineral resources
and the obstacles that stand in the way of develop-
ment.

For instance, to export Alaskan North Slope
crude would require amendment of a federal law
which prohibits such shipments.

Other speakers called for improvements in the
slate’s surface transportation systems and ports.
Still others decried government regulations and
permitting procedures which, they said, delay or
prevent economical development.

Several speakers, however, promised action to
speed development.

Gov. Bill Sheffield announced the state’s first
competitive coal lease sale in 11 years, for a 1,600-
acre tract in the Beluga field on the west side of
Cook Inlet. That will occur on May 17, the same
day the rights to two other state resources will be
auctioned — 3eufort Sea oil and gas, and geother-
mal springs in the Mt. Spurr area.

The governor’s Commissioner of Natural Re-
sources, Esther Wunnicke, said more such sales
will follow, the areas to be offered depending on in-
dustry interest.

She also Dromised reform of her department's
permitting systems which even she said are frus-
trating, and said department personnel are at-
tempting to clear, up a backlog of applications for
mineral development activities. She admitted
progress might be slow because of a lack of per-
sonnel and money.

While speakers like Rep. Don Young and state
geologist Ross Schaff bragged of the state's five
trillion tons of coal reserves, others cautioned
against over-enthusiasm.

The chairman of the national Coal Exporters
Association, Mark Joseph, said worlwide supplies
far exceed demand. He recommended that the
state not commit vast sums for transportation and
handling systems solely to develop that resource.

On the other side, the leader of a 24-man Korean

From left, Kwnng Won Rhim, Dr. Bong-Suh Lee and Mong-Joon Chung, Korean official*, are intere*led in itate ol

trade delegation described his nation conversion
1o coal for both power and manufacturing because
of an uncertain wor lwide oil market.

His nation's demand "is expected to increase to
43 million tons in 1986 from the present level of 29
million tons," according to Dr. Bong-Suh Lee, an
adviser to the Korean president.

Further, he said, "Korea’s energy policy for the
next decade and beyond promises to provide an
important coal market in the Far East, and the
United States with its ample reserves of coal,
could certainly play an important role as a stable
supply source."

Relief —or the hope of it —was held out to the
state's ailing timber industry as well. Sen. Frank
Murkowski said he would participate in an indus-
try trade mission to mainland China and Japan
during March with the intent of opening a new
market and revitalizing the traditional one for
Southeast Alaska's timber and pulp.

Murkowski also said Florida Democratic Rep.
Don Fuqua would conduct hearings In Alaska this
year related to establishment of a national arctic
research policy. Abill thut would have established
such a policy was Introduced by Murkowski and

vi () ifr

passed in the Senate during Hie last session.

According to Murkowski, the policy would take
into account national security, military, communi-
cations, ecological ana social implications related
to arctic development.

And that idea appealed to the conference dele-
gates too, for anotner consensus statement backed
Murkowski’s bill.

Vem Wiggins, federal co-chairman of the
Alaska Land Use Council, promised continued
cooperation by the Interior Department to facili-
tate natural resource development within the
state.

He said Inteior is terminating "unnecessary
federal land withdrawals,” soon will publish regu-
lations to facilitate transportation across federal
lands, and will continue to give high priority to
state and native land conveyances.

And, in one of the final consensus statements,
the conference participants called for a "compre-
hensive assessment of the minerals values of all
Alaskan public lands, both open and withdrawn, to
as to gain a minimum inventory of what the state
possesses In mineral resources which could, with
access, contribute to the national security."



by Cart Gldlund id -\
Tin.-* Budnea* Writer

Korea’s heightened Interest and
Investment in Alasla’s huge coal
reserves —estimated at 1.5trillion ,
to 5 trillion tons — bcc&n'.e more |

apparent jhis week, as a native r;
corporation moved forward withr*

its Korean partners, and a long--
time Alaska mine owner is trying’
to renew its Far Eastern nonnec-,
tion. ; e

natives

Bering River fields, 60 miles east.-.'

Samsung Co., Samchok Co. and

of Cordova on Prince William v Daesung Co. They’ve formed the

Sound.
And the president of another

. major Korean coal firm was ex-
. pected to arrive in Anchorage

today to discuss extending a con-
tract with the Usibelli Coal Co.
Owner Joe Usibelli hopes a new

, contract will more than double the

Bering Development Corp. which
will continue exploring and begin
l1developing the field.

> The combine — Cbugach Corp.
is a 50-percent owner and the four
Korean firms together own the
other half —has spent more than

..52 million during the past two

production at his Healy operation 1 years to explore the association’s

within three years.

75000 acres there, according to

The Chugach Natlvesllnc withThe Bering River joint venture = Chugach spokesman Carl Propes.
four Korean partners, has formed \,(operation Involves the Chugach \ And, he said, It will spend at least

a corporation to develop the rich

Corp. with the Hyundai Corp.,'

another;’ I\/iIIionthisyear.—

" Propes, who calls the field the ;|

richest in Alaska based on the en-
ergy value of the coal In It, said
construction of the transportation
system and a new port —probably-
at Katalla, 15 miles south-south-

west of the field —could begin by

the spring of 1985. By 1988, the cor-

poration hopes, the mines could be

in production.

Based on what Propes de-
scribed as the "incredibly complex
geology" of the field, estimates of
its reserves are uncertain, ranging

See Coal, page A4



be converted from oil. If the Sun
Eel deal goes through, our produc-
tion would go from our current

Coal

that It may go through this time!!
That development too Is keyed
to the Pacific Rim which Krister

(Continued from page A-l) ' n'®
from 60 million to 3 billion tons of
coal of all grades, from anthracite
to lignite. The partners hope to
ship three to fi): r™llon tons each
year to Korea.

At least 200 will be employed in
the construction, he said, and plans
call for Initial strip mining opera-

. lions; possible later development- )
could Include underground or hy- 1 ment —Istied to the speed of con-
~ldraullc .mining or both, Propes ;kversion Inthe Korean power plant,

said, with employment depending

.’ ¢ on the level of activity.... :

Y

A transportation and ports

* study regarding the development

o
’

is underway with a $500,000 state
grant to the City of Cordova which

. ever, George Kriste, executive

800,000 tons a year to 16 million  calls “the natural market" for
tons.” Alaska’s coal and its byproducts,

Usibelli bald he hopes that pro-  such as methanol. . ; ., >
duction level would be reached in CIRI’s reserves on, its- 8,000

1888. "But whenever we get there,
we'll have to add about 30 people to
our work force which Is now 87.",
However, he said, the rate of pro-
duction increase — and the ac-'
companying growth In employ-

acres of Beluga land amount to
about 500 million tons, Krtste said,
and total reserves in the area are 1' |
billion-L5billion tons. > I
"And the coal's location Is Ideal,;
It’s close to tidewater and shipping
lanes. But on the minus side,’*l
“Beluga coal Is low In BTU —en-;;
ergy—content,"hesaid. £

Kriste srld that the'deciding
factor in developing coal —or anyfr|
1 fuel—is Its transportation cost per

BTU. "Right now, It’s not econom-'L’
leal, but it could be soon, either in

A jolnt-venture proposal ¢e-de-
velop a coal-to-methanol plant in
the Beluga coal fields across Cook,
Inlet from Anchorage looks less
certain for the near future. How-

+ has named the Wheelabraior-Frye ~ Vice president of the Cook Inlet

: Coal Services Co. of Salt Lake City i ] €
,confident the project will go for-

; methanol form or Indirect export

Region, Inc. said he’s reasonably v of the coal ltself."

[* '.as its prime contractor!

/i
/'

And a meeting this week be-
tween Usibelli and T.1. Kim, presi-.-
dent of the Sun Eel Co. Ltd may re-

. *Insult In extension for several more

years a 10year contract signed,
last year between the Interior

Alaska company and the Korean

coal firm.

, "I understand Sun Eol Is about

to conclude negotiations for our

') coal with the Korean Electric

Power « Co." Usibelli said, "it
Would fuel a power plant that’s to

tward as the current world energy

Also on standby until there’sv |
] greater’ demand — and higher!'
surplus tightens _ " prices — Is Placer Amex’s Evan (¥

Last year, thfe Synthetic Fuels  Jones Coal Mine 15 miles east of
Corp., a government development,:. Palmer in the Matanuska Valley. -
agency, rejected an application for m The company’s development ,.
price and loan guarantees that was A’ manager, Benno Patch, said that
formulated by CIRI and the native, > mine, which the company operated
coporation's development partner, ;from the late 1950s until 1968 when h
the Placer Amex Co. ! . f local military bases converted to ,

"But they’ve asked us to resub-"~ natural gas, still has plenty of low- r
mlt It with new information,”,"sulphur coal In reserve. However,'.
Kriste said, "and, based on that re- he said, Placer Amex does not

nuest, we have some confidences* have plans to reopen the mine.

I**



sKbrean™firmisignsipact to,buyl|[AlaskalcoalM

M?.vCootlnued fromPage A-1vil-; |& F = =~ N - CT~ " «omveme
[that -the company®can. "satisfy/"":
I’\._the .conditionsLSr"Possibly-;in £;v==+rL"'. 1V V-not much jnore than a series
MgitheVnext .two ;to>sb*weeks — </,— /-*of mconveyors,.” he said, "yAH*?:
I/ihilt declined- to-"disclose €hev N Si*we need is a éystem to dnload’V
£>the rail cars and load the,’a
B} - I £ ships/!,;".
business in;"public-/jJThey TeV «Noll'declined to estimate’

Irvery, simple;,!but”~hey e im-"-V,
"Aportanty (conditions), " JNoll ;
J.said./,- 7 vxiti, - i

fv,\ In 1981/Suneerobtained an
*option to, buy- 800,000 tons of

I*Usibelli coal a year.and has

* N\

K ;Pacific to Korea. M * ev' "We've been working on'it# creasing o"utpuffrom th7sw & ]

i H a'-tes*sWpmen j for™a .long rime. Mr Kim" face mlning operatiOn In HeaJIY
.%]quﬁ:l,tgrﬁépggnqtstheﬂoe rK ; of 26,000 tons of Usibelli coal  started working on thisin- nv Noll said r
belli mine in Healy,,/; 'i-’1.VJ A Hj reportedly rated'well in an ® 1977, he said; "We’re thrilled " with the opening of thetht
L Tae Il Kim. president'of ‘I-early ~  /Korean analysis; beyond words." Korean market. Usibelli willf j

the Seoul-based affiliate'Sun, “Vt>. | ' and officials of the Koreans Noll said though;the con- have to rouEhlv double" hls-7
Eel Shipping Co?"Ltd.. yconT,i#!r$ii] Suneel affiliate were said to>. tract calls for base exports of output/ . et

firmed that the contract wasmm'E**| have impeccable business and ** 000,000 tons annually, the ton-*'\ m 1"

{ political connections, some ~ nage will fluctuate. "It's not something you;t.r

signed last week. *, g
g observers were skeptical Su-' * A~'Contracts almost always Jjust do overnight,” Noll saldij-j .

'deﬁtlllij)nglantlglc,%\llglslﬁ% prS%SI%j , >neel would negotiate a ,con-/*do V/i*h a major user whose' | But he has all the tools that! p |t mm
. - ith- - is qoi = he needs.” . . Jj[it FMIwsST
I the company dia r>ot intend to LXiiVey I,'tract with-Korea Electric V demunO is going to ebb and o
publicize the signing' of hoV-"W* > Power, .. 1, j-flow,’-he-said. . ~ Korea Electric Power Corpj-"Ty 1
mcontract this soon because' iU.-/TM The skepticism was largelyy, Exports will not' begin un- 5 hiss a 10,000-megawatt cnpacl™."-h
will not take effect until SU\V"2v. k¢ ' due to lack of an export track " til Suneel builds shipping fa- ty and. distributes electricityl
neel meets conditions imAM-AW. :/record for Alaska coal, lack of,cilities in Seward. which Noll , throughout South Korea, ac*V.ri \é ®fA

' .export facilities, the small-said the company is "auite., cording to Noll. That capacity.
scale nature of coal produc- ’.confident" of financing w.'th- *'compares to about 1,000 mega-,
/tiori here and stiff competi- ./’out, trouble, ,probably soon,’- watts Ji theIAIaska Rallbgllt,,(V'v
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Alaska-Korea Business Councll
plans sports, cultural exchange

by Carl Gldlund
Tiroc* Bu>hx«i Writer

The Alaska-Korea Business Council
is asking its 100 member companies for
contributions to support a series of
sport, educational and cultural ex-
changes between the Republic of
Korea and the state In 1983and 19%4.

Council President Bob Breeze said
he hopes to raise an initial $25,000 to
help offset transportation and per dien.
expenses, principally for exchange of
sport teams and cultural groups. Scien-
tific exhanges also may require some
support, he said, but those efforts gen-
erally have some funding.

The exchange program would en-
hance cultural as well as economic ties
between the 49th state and the Far
East nation, he said.

Currently, the Anchorage attorney

tin " '

University of Alaska and Korean Air
Lines in anticipation of a winter visit
by the Korean National Hockey Team
to the university’s Anchorage ar.d Fair-
banks campuses.

The team’s visit would be for train-
ing under Alaska coaches, he said, but
if it took part ina January tournament,
it would be eligible for a stipend paid
by the university to all participating
teams.

Further, he said, KAL may be will-
ing to provide transportation at re-
duced rates and any contributed funds
would be used to make up the differ-
ence between those contributions and
actual expenses.

During a recent trade mission to
Korea, Breeze said he discussed with
the chairman of that noiion’s new pen-
tathalon and binthalon learns the possi-
bility of biathalon team members’

training with the American national
team in Alaska this winter.

"They have great marksmen,” he
said, "but they need help in cross-coun-
try skiing which could be provided by
our university coaches during regu-
larly scheduled training on Fort Rich-
ardson."

Also while he was In Korea, Breeze
said, he  helped four Korean
agronomists obtain American visas.
Those scientists now are working in the
Matanuska-Susitna Valley to develop
barley, wheat, rye and oat strains suit-
able for export.

And, he anticipates a reciprocal
visit to harea next year by Alaska
agronomists who now are attempting
to develop grains suitable for growth in
Alaska based on hybrids grown In Scan-
danavian countries. d
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Korean firms to open
offices in Anchorage
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The Associated Press

Three major South Korean firms plan
to open offices in Anchorage before the
end of the year, the president of the
Alaska-Korea Business Council said
Tuesday.

Attorney Bob Breeze of Anchorage, a
member of an Alaska trade delegation
that recently visited Korea, identified
the three companies as the Samsung
Corp., the Korea Shipbuilding and Engi-
neering Corp., and ICC Construction Co.

Breeze said Samsung is the third
largest corporation in Korea and the
trading company is interested in export-
ing natural resources from Alaska to the
Orient and sending Korean goods to the
Alaska market.

He said the shipbuilding company is
interested in participating in building a

new maritime facility at Seward, and the
construction firm is considering partici-
pation in several Alaska projects.

Breeze said scheduled meetings be-
tween the 14-member trade team and top
Korean government leaders were called
off by the Koreans after Lt. Gov. Ste-
phen McAlpine pulled out of the trip
three days before the Alaskans left for
Korea.

He said McAlpine’s last-minute cancel-
lation as leader of the trade mission was
considered by the Korenns as an indica-
tion of a lack of sophistication on the
part of Alaska in its efforts to encourage
resource development.

McAlpine said Gov. Bill Sheffield
asked him to skip the trade mission
because he utas needed in Juneau to
oversee legislative business.



Trade mission leader says Koreans insulted

By STEVE SEPLOCHA

Dally News business editor

A recent Alaska trade mis-
sion to Korea aimed at stimu-
lating business ties turned
into a diplomatic insult when
Lt. Gov. Stephen McAlpine
canceled plans to attend at
the last moment, according to
an organizer of the tour.

Bob Breeze, president of
the Alaska-Korea Business
Council, said the

I56 1u -0£CQ

group.

learned on arrival in Korea
May 9 that firm appointments
with three government minis-
ters were canceled as was a
tentative invitation to meet
with the prime minister of
that country.

Breeze said McAlpine’s
withdrawal and the failure of
the administration to send an
appropriate substitute were
privately viewed as an insult
by Korean leaders.
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,’ete  Spivey, Gov. Bill
Sheffield's press secretary,
said the cancellation was un-
avoidable.

“Initially, the governor
thought the legislative session
would be over in time for the
trip,"” Spivey said. "When it
became apparent it would
not, he asked the lieutenant
governor to stay and assist
with the workload."

Spivey said Sheffield

_OEOOOE§ t«-;»01."
BJ3mS 0 2>00E Boijjo 5
* 3

wrote letters to the Korean
leaders and checked with
them later'and was told they
understood. “The governor
feels the only person slighted
was Mr. Breeze," Spivey said.

The 15 remaining members
of the delegation completed
the eight-day mission meeting
only with private business
people. Breeze said the pri-
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Trade
Continued from Page A-l

vate exchanges were Success—
ex—

ful, but the protocol
changes tbh"t he said “are
very important in countries
like Korea and Japan” fell
apart.

The trade mission war de—
signed to reciprocate a Kore—
an mission to Alaska in Feb—

ruary that was headed by Dr.
B.S. Lee, principal secretary
to the Korean president for
economic affairs. Breeze said
Lee"s position was similar to
that of a U.S. Cabinet officer.-

Breeze said McAlpine
called him 48 hours before the
mission was to depart and
canceled “indicating the gov:
emor required him to remain
in Juneau."

Work on the trade mission
began five months before the
trip. Breeze said Sheffield
and Commerce and Economic
Development Commissioner
Dick Lyon were originally
invited but could not attend.
He said the governor’s office
made a firm commitment that
McAlpine would attend about
a month before depnrture. “

Because of the heavy em—
phasis on protocol. Breeze
said much work was done to
prepare the itinerary and
c’ear the official calendars of
the Korean government lead—
ers.

"It is an opportunity lost,"
Breeze said. He said the visit
was to have been significant
in exchanging views on the
prospects of exporting Alaska
oil and natural gas to Korea.i

"Koreans view Alaska as
somewhat of a schizophren—
c,”" he said. "0n the one hand
we preach development of
natural resource markets, and
on the other hand the fruits of
our preaching are hard t"
discern.”
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by Ed Bennett
TImt* Writer

Top government officials in
Japan and Korea responded posi-
tively to the idea of buying
Alaska's North Slope natural gas.

So said former gov. Walter J.
Hickel Tuesday. Hickel has just re-
turned from a Ifkiay trip to those
countries.

Hickel and former Gov. William
A Egan co-chair the Governor’s
Economic Committee on North
Slope Natural Gas. The committee
is charged with studying alterna-
tives to the proposed 4,800-mile
Northwest Energy Co. pipeline,
currently stalled by financing
problems.

Hickel met with the ministers of
energy and finance for Japan, as
well as wiih Japan’s former prime
minister Fukuda. In Korea, Hickel
met with the minister of energy.
Hickel also held talks with the lar-
gest trading associations cf both
countries.

"Wo found tremendous inter-
est," sfdd Hickel. "We weren’t sell-
ing gas —we wore trying to open
the door to the idea. And we did
just start to open that door."

Hickel said Korea and Japan
have simply not included the
United States in their energy
plans, largely because of the law
which prohibits the export of any
oil which flows through the trans-
Alaska pipeline.

But there is no such prohibition
on liquefied natural gas, and
Hickel said now is the time to
move on selling it to Pacific coun-
tries. “The sooner the better,"
Hickel said,

Hickel said Korea and Japan
have committed themselves to
other suppliers of natural gas for
most of the decade, but that con-
tracts that begin In 19SS and 1990
are still available. “That looks
good to us, because our gas would
be coming on line then," Hickel
said.

Hickel said selling natural gas
to our allies in the Pacific would be
of major benefit to the United
States. Currently, prohibitions on
exporting American energy to
Japan have forced that country to
buy oil and gas elsewhere* includ-
ing Russia.

Besides decreasing our allies’
dependence on the Soviet Union,
Hickei sees another national bene-
fit from selling energy to Japan
and Korea: it would improve the
balance of payments. Americans
buy huge amounts of goods from
both countries, but the Japanese
and Koreans buy far less from us.
That could change with the sale of
natural gas, Hickel said.

Hickel said he hopes the Ko-
reans and Japanese will support
the notion of buying Alaska’s gas
when they come In contact with
U.S. government officials In Wash-

Wednesday,October6,1982 TheAnchorageTimes C-IT

taps natural gas market

ington. And Hickel believes Wash-
ington would be receptive. "The
attitude is good nov.,” Hickel said.

Hickel says the Governor’s
Economic Committee should have
an alternative pipeline to recom-
mend by January. Two recently-
released studies both point to an
all-Alaska gas line as the most fea-
sible, both from a legal and an eco-
nomic standpoint.

One study, commissioned by the
committee itself and submitted by
the law firm of Birch, Horton,
Bittner and Monroe, says shipping
liquified gas to Japan would pose
the fewest legal obstacles.

Another study, just released by
the U.S. Maritime Administration,
says the most economical plan
would be to move the gas south in
«a pipeline, liquefy it, and transport
it by tanker io Japan.

Hickel is enthusiastic about
such a scheme. "If we can’! do it
for about half (tha cost of the
Northwest Proposal), then we
don’t have an alternative," he said.
"And currently it iooks like It’s
about there. It looks good."

Hickel says the all-Alaska sys-
tem could be financed b pieces —
some for the pipeline, some for the
conditioning plant, rome for the
tankers —and would thus be eas-
ier for the banks to handle.

In addition, Hickel said building
a conditioning plant at tidewater
would be far cheaper than the

Northwest plan of building;.it at
Prudhoe Bay. 4

Finally, Hickel said thellique-
faction plant would remove jieavy
liquids from the gas, and thdse li-
quids could form the basis fora pe-
trochemical industry in Alaska.

But said Hickel, "If Northwest
goes, that’s fine. We would; stop'
looking for alternatives.” In the'
meantime, he says, the committee
wiil continue to look at every filter-
native, including LNG tanker sub-'
marines.

In the meantime, Hickeji sug-
gested that the federal govern-
ment also look at alternatives to,
the Northwest proposal.

MAT



readies
for Korean

Ttnw* Busim-w Stiff

Chris Berg Inc. of Anchorage has been awarded
a $970,000 state contract to dredge a portion of Se-
ward Harbor and prepare a site for loading Korea-
bound coal ships.

Dan Casey, commissioner of the Department of
Transportation and Public Facilities, said Thurs-
day the initial phase of the $3.6 million project
should be completed in about two months, "and de-
sign for structu/al work is under way, keeping the
July 1954 completion date right on target.”

Casey said it appears likely the state’s budget
estimate is on target, too. “We saved monev on
drainage redesign associated with the dredging
contract, and are making every effort to spare
costs in constructing the dock facility," he raia.

"By staying within the $3.6 million, we will save
over $500,000 compared with the original concep-
tual design as envisioned by the project’s spon-
sors.”

' Th? principal use of the facility is to handle coal
from the Usibelli mines near Healy. Owner Joe
Usibelli has a 15-year contract to deliver 800,000
tons a year to the Suneel Shipping Co. of Korea to
fuel new generators owned by the Korean Electric
Power Co.

The coal will be shipped by rail, stockpiled at Se-
ward, then loaded aboard deep-draft ships for the
run to the Orient.

Casey said a key element of the project is an
agreement recently forged with the Alaska Rail-
road that provides the state an exclusive free per-
mit to build the facility on railroad property. That
contract, he said, cleared land title issues and per-
mits the contruction to proceed.

"The unique position of the state as the pre-
ferred transferee under the Alaska Railroad Trans-
fer Act has allowed us to structure an arrangement
whereby the state will retain ownership of the facil-
ity until transfer," Casey said.

"Then, title will be merged with the entity cho-
sen to run the state-owned railroad. If transfer
does not occur, a long-term lease will go into effect
in lieu of the permit.”

Casey said the state doesn’t plan to operate the
dock. "We are not in that business. Once construc-
tion is complete, then Suneel, the City of Seward,
the railroad, or some combination will be the.oper-
ator,” he said.

"Suneel has expressed a strorg preference that
it operate the dock when its ships arc being loaded.
Negotiations are being held now on dock operation
respoasibilities with the various parties,” Casey

hi
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Miner Joe Uiibelli loolu over hi* coal mine operation at Healy in Alalka I Interior near Denali National Park

The engineering firm that did preliminary de-
sign work for the project estimated dredging and
basic dock construction at Seward would cost $3.8
million. Seward official calculate insurance, ad-
ministrative and other related costs would bring
the total to $4.3 million.

The city of Seward volunteered to handle harbor
dredging and construction of an offshore dock and
asked the legislature for the larger sum.

Sun Eel plans to spend about $8 million for on-
shore coal storage facilities, a conveyor running
from the shore to an offshore, deep-draft dock an?
coal loading equipment on the dock, according to
Bill Noll, vice president. He estimated his company
will need to spend another $18 million to $25 million
for rail cars — 75 hopper cars and five locomotives
—and a 100,000-ton ship. The money will be used
specifically to lease railroad-owned tidelands and
to purclia.se and erect mooring dolphins and sup-
port pilings for the offshore loading system.

The ship, trestles, conveyors und other equip-
ment will make Seward a world-class coal facility,
the equivalent of Vancouver, B.C., and a couple of
ports In Australia, Noll said. The only West Coast
rivals, in terms of capacity, would be Vancouver
und Long Beach, Calif., he said.

Equipment would be available for rental to
other exporters or importers of bulk products such
as gravel, mineral concentrates, wood chips and
agricultural products, Noll noted. And there is hope
for products from the Orient on the returning car-
rier.

The Alaska Railroad signed a 55-year lease with

Tinei fikepholo
The Uiibelli mine overlook* the Nenana River Valley

Sun Eel in October 1981 for 15acres at the port. An
agreement also lias been reached with the Korean
firm for Alaska Railroad employees to run a full
Sun Eel train round trip between Healy and Seward
every 2™ days.

The first shipment would be In September 1384
to fuel a boiler being built by Korean Electric in the
city of Honam. That boiler will be fired up in De-
cember 1984, Noll said, and a second coal-burning
boiler would become operational in March 1985.

Frank Jones, Alaska Rallraod general manager,
said the railroad already has a Corps of Engineers
permit to dredge material from the port’s bottom
immediately adjacent to the dock in Seward.

\



Reprinted with permission of
Alaska Construction & Oil
by Betri Woodman

Joe Usibelli Sr. is pouring millions of dollars into
capital investments at Usibelli Coal Mine to poise
himself for the first 50,000-ton shipment of coal
from the mine at Healy to Korea Electric Power
Co.

Investments in capital improvements at the
mine have totaled nearly $20 million over the past
two years as negotiations in an export contract
with Sun Eel Corp. ground on. Results include a
new tipple, six huge new trucks, a load reduction
plant and new shop complex.

Sun Eel Alaska Corp. and Usibelli signed a con-
tract in January that calls for Kepco’s purchase of
over 1 million metric tons of sub-bituminous coal.

The $6.5 million tipple went into operation last
year. It feeds coal into railroad cars and consists of
a circular chute into which coal is dumped from
trucks, a conveyor that carries the coal across the
Nenana River and, on the other side of the river, an
A-frame building that feeds the railroad cars run-
ning beneath it.

The new steel frame shop complex is located
closer to operations than the old facilities and puts
maintenance and the warehousing office under one
roof.

The $S-million complex has a 46,000 square feet.
Floor space totals more than an acre and Is
equipped with the most modem repair equipment
and warehouse facilities.

The $2-million load reduction plant refers to
power load, not coal. When the 32-foot dragline be-
gins to swing in its overburden-clearing task, it
draws on the power supply and causes a brown out.
Aill 85,000-pound flywheel counteracts and when the
swing begins, the load reducer automatically sends
power into the line. When it slows, it takes power
out so there is no power surge.

The newest pieces of equipment are six Wnbco
trucks with chassis painted bright blue and steel
bins a brilliant yellow. These hues are not only fan-
cied by Usibelli for their relation to Alaska's state
colors of blue and gold, but make the vehicles more
visible, the mine owner said.

The six machines cost about $2 million total, ac-
cording to John Erp, territory manager for How-
ard-Cooper Corp. in Anchorage, the distributor.
Manufacturing lead time was six months. The
trucks wore shipped disassembled to Usibelli via
railroad.

The truck portions were outfitted for cold
weather with arctic hose and suspension, radiator
shutter and air dryers to remove moisture from the
piir brake system.

The turning radius of the trucks, Erp said, v;ill
dictate the kind of haul road and pit used for the

And spare tires for the huge vehicles, he

said are "costly.” Life of the trucks, for constant

seris about seven to 10years.

htiM new veX’t¥s. four to carry away over-

the mining site and two to transport

srTL-itior/w, ~ ' replace a fleet of 11 older and
n€fp~c'ty) trucks acquired in 1976.

beirin xhinnm!1 usibelli Mine is scheduled to

RaUnxid*rnfmi?3 t0 Korea vto the Alaska

The stite iw icf,3 coal ,oadinK facility in Seward.

Aut fadii,yg n* Voted 10 53-6 million for'

Miner Joe U»ibelli look* over hi* coal mine operation at Hi

The engineering firm that did preliminary de-
sign work for the project estimated dredging and
basic dock construction at Seward would cost $3.8
million. Seward official calculate Insurance, ad-
ministrative and other related costs would bring
the total to $4.3 million.

The city of Seward volunteered to handle harbor
dredging and construction of an offshore dock and
asked the legislature for the larger sum.

Sun Eel plans to spend about $8 million for on-
shore coal storage facilities, a conveyor running
from the shore to an offshore, deep-draft dock and
coal loading equipment on the dock, according to
Bill Noll, vice president. He estimated his company
will need to spend another $18 million to $25 million
for rail cars — 75 hopper cars and five locomotives
— and a 100,000-ton ship. The money will be used
specifically to lease rallroad-owned tidelands and
to purchase and erect mooring dolphins and sup-
port pilings for the offshore loading system.

The ship, trestles, conveyors and other equip-
ment will make Seward a world-class coal facility,
the equivalent of Vancouver, B.C., and a couple of
ports in Australia, Noll said. The only West Coast
rivals, in terms of capacity, would be Vancouver
and Long Beach, Calif., he said.

Equipment would be available for rental to
other exporters or importers of bulk products such
as gravel, mineral concentrates, wood chips and
agricultural products, Noll noted. And there Is hope
for products from the Orient on the returning car-
rier.

The Alaska Railroad signed a 55-yearlease with
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resentation here.

To that end, delegation mem-
bers will be discussing with Ko-
rean businessmen arid govern-
ment officials sbort-and long-
term prospects for the exporta-
tion of Alaskan crude oil, lique-
fied natural gas, natural gas li-
quids, coal and other minerals,
he said. And the possibility of in-
creasing tcusm between the
countries also is on the agenda,
according to Breeze.

Lt. Gov. Steve McAlpine will
lead the 16-man delegation on an
itinerary that includes visits with
the ministers of th® Korean gov-
ernment’s Departments of For-
eign Affairs, Commerce and En-
ergy and Resources in addition
to top officials of several indus-
trial corporation: . Cities to be
visited include Seoul, Kimhae,
Busan, Changwon, Ulsan, Suwon
and Anchorage’s Korean sister
city, Incheon.

A 22-member Korean trade
delegation visited Alaska in Febh
ruary.

In addition to McAlp.ne and
Breeze, the Alaska delegation
comprises Kyu Jin Cho, Four
Royal Parkers, Inc.; Won
“Terry" Chung, Amasia Interna-
tional, Inc.; Mike Colletta, Col-
ietta Corp.; Seward Mayor Don-
ald Cripps; Frank Danner, a
partner in Peat, Marwick, Mitch-
ell; Robert Frascati, Anchorage
Travel Bureau; Michael Gay,
legislative assistant to state Rep.
Tony Liska; Albert Kawabe,
chairman of Seward’s Inteina-
tional Trade and Industry Devel-
opment Board; Henry Kim,
Topex Industries; James Lexo,
executive assistant to Rep. Don
Young; Loren Lounsbury, He-
witt V. Lousbury and Associates;
Ray Metcalfe; William Noll, Su-
neel Alaska Corp.; and Robert
Richardson of the Alaska Voca-
tional Technical Center in Se-
ward.

trade zones
INn Alaska ,,

Carl Gldlund A
iniM Business Writer

The Alaska-Korea Business
Council wants to establish at
least two free trade zones within
Alaska, in Anchorage and Se-
ward, according to the organiza-
tion’s president Bob Breeze.

The Anchorage lawyer said a
principal purpose of a week-long
trade mission to Korea that be-
gins Monday is to determine in-
dustrial and government interest
in the proposal which would
allow duty-free storage of goods
plus fabrication and manufactur-
ing on the sites.

“We want to create Alaska
jobs through bilateral trade,”
Breeze said. "We know Korea
will be importing our coal and
other natural resources but we
feel there should be a reasonable
balance.

"Specifically, we’d like to en-
courage the development of steel
rolling and fabricating facilities
for pipelines and refineries. And
we’d also like to see Korean-
owned ship construction and re-
pair facilties in the state."

Breeze said several such free
trade zones already exist in the
U.S., including Los Angeles,
Long Beach and Seattle. Tc es-
tablish them in Alaska would re-
quire sponsorship by a non-profit
organization — which could be
the state government — specific
state legislation, then approval
by the U.S. Department of Com-
merce, he said.

A previous mission to Korea
by Alaska businessmen in 1981
resulted in the establishment of
Anchorage offices by Korean in-
dustrial conglomerates Suneel
and Hyundai. Breeze said the
counnT would like additional retv






Board of Examiners in Optometry

Current Number of Licensees - 81

FY "83 - Allocated 6.2 (Board Travel and Per Diem)

Revenues (7/1/82 - 7/1/83) 1.4

Contractual 9.4
Board Travel and Per Diem 3.1
**personal Services 5.0
*Coi tractual 1.3
Total 9.4

FY "34 - Allocated 3.4 (Board Travel and Per Diem)

Revenues (7/1/83 - 2/1/84) 1.2

Contractual 5.2
Board Travel and Per Diem 1.4
**personal Services (7/1/83 - 2/1/"4) 3.1
< Contractual 7

Toral

FY "85 - Board Component - Division Budget Total - 95.0
Board of Optometry Allocation - 1.9

* The above items are funded in the division®"s budget under the
Administrative component.

*x Personal services are 1/5 of one licensing examiner®"s position.



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bill/Resolution No.: SB 437 Agency Affected: Dept, of Commerce & Econ. Di
Title: An Act extending the term. Program Category Affected: Public Protection
date of the Board of Examiners in Optometry;
Sponsor: Labor & Commerce Committee BRU, Program or Subprogram!s) Affected:

Requestor; Division of Occupational Licensing
Date of Request:

EXPENDITURES/REVENUES:  (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89
OPERATING
100 PERSONAL $'r <& cS
200 TRAVEL
300 CONTRACTUAL
KjO suppLIES
500 EQUIPMENT -
600 LAND 6 STRUCTURES
700 GRANTS, CLAINS
800 MISCELLANEQUS
TOTAL OPERATING -0- -0- -U- -u- -U-

1 CAPITAL 1 |
| REVENUE

FUNDING:  (Thousands of Dollars)

GENERAL FUND -0- -0- -0- -0- -0- =
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:
1 "LL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Nc additional Tfiscal impact is expected to incur with this Senate Bill.

Funding to be continued and provided for in the Department®"s FY "85 budget.
ANALYSIS: Attache separate_page~for analysis

Prepared- By-"-jfonnirer Strickier . .Management Analyst Phone: 465-2144
Division: Occupational Liconsin n Date: February .15, 1.9%4

Approved by Commissioner: Richard a. lvon Date: 3/3"/,fl/
Agency: Dept. of Commerce & F.eonomic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



MB 702

HB 702 WOULD EXTEND THE EXISTENCE OF THE BOARD OF EXAMINERS
IN OPTOMETRY FOR A YEARS - UNTIL JUNE 30, 1988, THE BOARD'S
ABILITY TO0 REGULATE AND LICENSE QUALIFIED PROFESSIONALS IS
NECESSARY 1O PROTECT THE PUBLIC'S HEALTH, SAFETY, AND
WELFARE,  THE BOARD ESTABLISHES MINIMUM EDUCATIONAL  AND
EXPERIENCE REQUIREMENTS THAT PROVIDE REASONABLE ASSURANCF
THAT THOSE LICENSED ARE QUALIFIED,  ALSO, ASSURANCE THAT
THOSE LICENSED ACT IN A COMPETENT MANNER IS PROVIDED BY
ACTIVE  INVESTIGATION OF  COMPLAINTS  AND  REVOCATION  OR
SUSPENSION OF LICENSES WHERE APPROPRIATE,

THE LEGISLATIVE AUDIT PERFORMED ON THE BOARD OF EXAMINERS IN
OPTOMETRY RECOMMEND THAT THIS BOARD BE ALLOWED TO CONTINUE.
THIS SENTIMENT IS EXPRESSED ALSO BY THE DEPARTMENT OF
COMMERCE, | RECOMMEND PASSAGE OF HB 702

ADDITIONAL [INFORMATION

1) THE BOARD IS IN THE PROCESS OF REPEALING REGULATIONS THAT
HAVE BEEN DETERMINED AS ANTI-COMPETITIVE AND/OR RESTRICTIVE

2) THE BOmRD AGREED NOT TO VIEW A PHOTOGRAPH OF AN APPLICANT
UNTIL THAT APPLICANT SUCCESSFULLY MEETS THE REQUIREMENTS FOR
LICENSURE,



NOTE REGARDING THE FOLLOWING FRAI'E(S) ON MICROFILM:
COMPLETE DOCUTENT IS AVAILABLE IN ORIGINAL FILES,
TITLE PAGE ONLY HAS BEE! FILMED,



A PERFORMANCE REPORT
OF THE BOARD OF
EXAMINERS IN OPTOMETRY

July 1, 1980 - March 31, 1983

Audit Control Number
08-1114-52-83-R

Commissioner, Department of
Commerce and Economic
Developmen t Richard A. Lyon

Deputy Commissioners, Department
of Commerce and Economic
Development Vincent O"Reilly
Terry Elder

Members of the
Board of Examiners in Optometry

Chairman Maynard Falconer, O0.D.
Secretary John Demske, 0.D.
Member Robert 0"Connell, O0.D.
Member Vacant

Member Vacant

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT



4

10
11
12

14

17

18

20
21
22
23
24
25
26
27
28
29
30
31

32

urzs

ill L-HC HULtUI U

PHILLIP W. BACH
Optometrist

Respondent

TO:  Phillip W.

, 0.D.

TEMPORARY CEASE AND DESIST ORDER
(AS 08.01.087(b)(1))

Bach, 0.D.

Professional Center

3401 Denal
Anchorage,

1. As a

i Street, Suite 204
Alaska 99503

result of an investigal."tor* conducted by Richard H: Long, Chief

Investigator, Division of Occupational Licensing, on November 1981 to

f

December 31, 1981, Anchorage and Juneau, Alaska, it has been determined that

you are engaged

Practicing

in the following activity:

as an optometrist at the above named location in

Alaska without a license for such practice in Optometry.

License Number AA0057, issued to Phillip W. Bach, for Optometry,
expired December 31, 1978. That license was not renewed for the
license period January 1, 1979 to Demember 31, 1980, and was

not renewed for the license period January 1, 1981 to December 31t
1934, a total of $270.00 in renewal fees plus penalties are in

arrears".
edcuation

Further, proof of his completing 24 hours of continuing
for the license period January 1, 1979 to December 31,

1980 has not been submitted as required. Phillip W. Bach has been
advised many times, some by correspondence, by personal discussion

on telephone with the board examiner, by the investigative staffv

by the Chairman of the Board of Examiners 1in Optometry, and by the
Director of the Division of Occupational Licensing, all during the
recent past several months. He has acknowledged he would respond

to each contact but has not so responded with any renewal transactions
for fees or continuing education. Throughout this period, he has

maintained
or receivi

practice as an Optometrist, examining, fitting, selling
ng or soliciting orders for lenses for the correction of

optical or visual defects of human eyes, and other functions pertinent

to being 1in business as an Optometrist including ongoing advertisments
for such services. [ .-

2.
AS 0B.72.110 an
practicing with
AS 08.72.280.

requires paymen

This constitutes the practice of Optcmetry within the meaning of
d AS 08.72.300. Further investigation reveals that you are

out a license. This 1is in violation of AS 08.72.110 and
Further,failing to renew is a violation of AS 08.72.181 which

t of the fee and proof of continuing education.
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bject to its issuance.
4. Issuance of this Temporary Cease and Desist Order is in the public
nterest.
IT IS THEREFORE ORDERED pursuant to AS 08.01.087(b)(1) that you immediatel.
:EASE AMD DESIST from further practice as an Optometrist without licensure in
;he State of Alaska.
Upon your written request within 15 days of receipt of this order, a

learing will be set and thereafter a further order will be entered; if no such

=gquest is received, this order shall stand as entered. , . -
This order is effective on receipt by you. Y
JATED this day of 19f | at Alaska.
BY ORDER OF

COMMISSIONER
DEPARTMENT OF COMMERCE AND ==

Agency Address "

CERTIFICATE OF SERVICE

1, do hereby certify that 1

served a copy of the above order and a Request for Hearing form by (personally

delivering/mailing) a copy to/with .-

at

on the day of , 19

Flame

Ti tle
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In the Matter of: )
)
PHILLIP W. BACH, O0.D.
Optometrist
Respondent )

File: BO 82-049

DECISION AND ORDER OF WITHDRAWAL

The State of Alaska, Director, Division of Occupational Licensing,

having reviewed the licensing file, renewal documents, the file regarding the
Temporary Cease and Desist Order, and having discussed this entire matter with
the Board of Examiners in Optometry with Respondent Phillip Bach present, and
having heard from Respondent Phillip Bach directly, hereby decides and orders

as follows:

STATEMENTS OF FACT

1 . Respondent Bach was issued a Temporary Cease and Desist Order with
board concurrence on January 4, 1982, for practicing as an Optometrist in
Alaska with no license to do so. His license expired December 31, 1978 but he
continued to practice From that date to present without a valid license in
violation of AS 08.72.110, AS 08.72.181 and AS 08.72.280. He failed to pay
any renewal fees and failed to submitproof of any continuing education despite
numerous attempts by division staff, board membersand ethers.

2. Respondent Bach submitted aRequest for Hearing dated January 12,
1982, to protest the order.

3. On January 15, 1982, the division received a letter dated Dec?mqfr 1,
1931 from Jeffrey G.. Keene, Secretary-Treasurer of the Alaska Optometric |
Association, attempting to certify 70 hours of continuing education. This
submission was rejected as it did not comply with the requirements written

under AS 08.72.131 and 12 AAC 43.020. His fees required to renew, including

delinquent charges, totalling $270.00 were received this date.
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February 8, 1982, Mr. Keene"s reveri ncation ur Kespuiiuein, duui S luiilmu my
education was received, but attested to only 67 hours.

5. On February 8, 1982, at 5:05 p.m., a teleconrerence phone call was
completed with all board members and Respondent Bach. Although the
certification was not notorized, and each credit was not certified by the
instructor as earlier directed and as specified by statu e and regulations,

the board considered all of the credits submitted, voted to accept them as

submitted and concurred that he may be renewed.

CONCLUSIONS OF LAW

6. Respondent now complies with AS 08.72.181 and 12 AAC 48.020 since he

has paid his fees, submitted his required continuing education and the board

has concurred that he may be relicensed by renewal process.

ORDER

IT IS THEREFORE ORDERED that the Temporary Cease and Desist Order issued

to Phillip V. Bach is withdrawn. A license is to be issued to Respondent Bach

immediately. * * - o
DATED this day of |1 1982 at Juneau, Alaska.
BY ORDER OF
COMMISSIONER

DEPARTMENT OF COMERCE M
ECiINEfMIC DEVEKOPMEJK

BY: ‘AW rfl = vaszu:
TiARRY) | TREAGER, Director _
Division,of Occupational Xlcensing<r;.
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STATE CF «J (A
DEPARIEIV OF CCIVSRCL AD EIONOMC OEVaCRtIL'ir

In the Matter of:

PHILLIP V. BACH 0.0. TEHPCORARV (BEAST AD DESIST (RIER
OptODctrlsfc (ASaa.ei.oazj
" Respondent
Flic BO 62"0>9
REQUEST FCR HEMIW

Respondent, pursuant to A6 03.01,C37(b){l), hereby gives Botlco of
Defens* In this proceeding.
Ahearing on the natters set forth 1n th* Tvaporary Cense and Dtsist

Order is hereby roguested.

DATED this /Z/7. day of TonntfiT . TOEY"
’i*t.
'Respondent's Signature v~
AddreSS: S')P | Qctin/s CV. 157
$/».IrS'Si)y /41
trs ~ Sute
T8 Wre 97T 1
TeTepKuno Tip o \*
noritc

This Reguest for Hearing toist be signed by or on behalf of mpc lent, set
forth respondent's Mil Ing address, and rust be filed with the Director,
Division Of Occupational Licensing, Department of Ccrmcrce and Economic =
Development, Pouch D, Juneau, MasVa DBULL. within 15 days cf receipt. Upon
receipt cf this or a written fuguest Ir. any fora received by the Director
within 15 days of your receipt of this order, a hearing will be set and
thereafter a further order will he entered. If no such revest ly received,

this order shall stand as entered.



la tjie matter of:

PHILLIP BACH

Respondent

CASE NO. OE 82-049
AFFIDAVIT OF NOTICE PURSUANT TO AS 08.01.087(b)

I hereby certify that all members of the: Optometry Board

were notified of _the intent of this department’s proposed order/action as_follows:
To issue a Commissioner s Cease and Desist Order pursuant to AS 08.01.087 to an

unlicensed Optometrist, Phillip Bach. His license expired December 31, 1978. All
"efforts to bring“mm into compliance witn AS”08.72 have been to no avail. The
license examiner has contacted him many- times in writing and personally to get him

licensed. The Director has also tried. He knows he is in violation of AS 08.72.11C
yet he continued to practice with no license.He has failed to respond to any contacts
1

Cover)

This notice was communicated to the following members of the above listed Board or

Commission as noted:

NAME (telephone city) METHOD (cp/twx) DATE RESULTS
Maynard Falconer/Anchorage Telephone 2/2-2557 12-31-01 Approved
John Mike/Fairbanks Telephone 455-2235 12-30-81 Approved

Ho objections were received from any member of this Board/Commission regarding the
above listed proposed order/action except as noted here:

PiViHip Bach/Anchorage Not notified

Dated this 6 th day of January , 1982 at Juneau Alaska *
lvhayM Ji
NAME KEVIN J. MESSTNG

ADMINISTRATIVE SUPPORT TECHNICIAN 11
TITLE

SUBSCRIBED AND SWORN to before me, the date and place above shown.

0 .
NOTARY y 1% bZ& 2L

£ -A A ¥/
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SUMMARY
A PERFORMANCE REPORT OF THE BOARD OF EXAMINERS IN OPTOMETRY
The Board of Examiners in Optometry is a regulatory board consisting of
five persons; four optometrists and one public member. The Board sets
the minimum standards to practice optometry by
1. Examining and issuing licenses;

2. Adopting regulations controlling optometry practices;

3. Revoking, annulling or suspending licenses of those who violate
optometry statutes of regulations.

The Division of Legislative Audit recommended the following ---

The Board should repeal its anti-competitive and restrictive regulations
(12 AAC 48.070(a)-(e))-

The point of view that these regulations are restrictive is supported by
a memorandum from the Attorney General®s Office dated 10/29/80. That
memo states 1in part that:

may be construed to limit advertising to print media, and is
anticompetitive and violative of antitrust law

impede competition and go beyond what is necessary
restrains competitive opportunity

The Division of Legislative Audit feels if no action 1is taken by the
Board, the Legislature should consider repealing those regulations.

It is the opinion of Legislative Audit that the Board of Examiners in
Optometry should be reestablished. The regulation and licensing of
qualified professionals 1is necessary to protect the public"s health,
safety, and welfare.
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March 8, 1984

The Honorable Jalmar Kerttula
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mr. President:

The Senate Labor and Commerce Committee has had under consideration for
"Sunset Review" the Board of Examiners 1in Optometry pursuant to your
referral under AS 44.65,050 and AS 08.03.010.

In accordance with the statutory requirement, a public hearing was hold
on the review of this Board. The Committee considered the proposed
budget of the Board and examined the performance audit of the activities
of the Board prepared by the Legislative Audit Division.

Guided, in part, by the vreport prepared by the Legislative Audit
Division, the Committee took into consideration the factors required to
be c>nsidered under AS 44.66.050(c).

The regulation and licensing of qualified professionals in Optometry 1is
necessary to protect the public’s health, safety, and welfare. The Board
provides this service by establishing minimum educational and experience
requirements that provide reasonable assurance that persons licensed are
qualified. Regulations which were anticompetitive and restrictive are in
the process of being repealed by the Board.

Assurance that those licensed act in a competent manner is provided by
nctive investigations of complaints and revocation or suspension of
licenses where appropriate. The Division of Legislative Audit found no
instances where the Board had licensed unqualified practitioners.

At t> request of the Senate Labor and Commerce, the Board is ™eviewing
its application procedure to assure 1its practices conform with Equal
Employment Opportunity recommendations.



