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I. Introduction
Natural resource markets have been preoccupied by Major companies like Exxon Mobil, Alcoa, and Anglo America. So it is very hard for late starters who have little experience and small fund with natural to enter the natural resource market. It goes without saying that a frontal breakthrough is reckless. In this situation, late starter Korea can have difficulties in acquiring profitability if Korea persists in participating in new development of mines, buying risky mines which are being developed, and buying equity of consortium. To overcome this chicken game, new strategies are needed and “Package deal” which helps to obtain resource rights with offering SOC and other facilities has been emerged. Constructing SOC and related plant facilities can win developing countries’ favor and package deal which combines construction and resource development can be a good weapon for late starters to compete with other major companies.
1. Situation : Monopoly and oligopoly in Resource markets

Along with the age of high-priced oil, the competition based on resource-nationalism is getting worse. Increasing rate considered with inflation rate excess the rate of the 1st and 2nd oil shock. The structural supply problem is reflected in this situation and it seems to take a long time to solve this problem. 
And Neo resource-nationalism makes a resource competition more invigorate. Many mass media calls a resource-wealth country as a ‘Curse of resource’ because they showed lower economic growth rate although they have plentiful resource. But nowadays they tried to make their resource beyond their control and it summons ‘Neo resource-nationalism’. Resource wealth countries like a Saudi-Arabia, Qatar, and Australia draft a law or policy to make their power of control over their resource and it actions as a factor to make nowadays resource competition. As resource wealth country tried to make their power of control as strong, many countries especially newly resource competitors run into difficulties. Existing countries like U.S.A. and EU work as a ‘Big Power’ in resource competition have a relative superiority in negotiation with resource wealth country and continuously involve in resource develop, but newly competitors like Korea have a relative disadvantage in negotiation. So, Major companies in resource developing like a Exxon Mobil, Alcoa, Anglo America make a sustainable resource developing but KNOC which is petroleum developing country in Korea should find a way to living in this situation. 
Nowadays, new variable appears in this market and we call it as a China’s aggressive resource diplomacy. After 1993, China becomes a net oil import country and they poured a lot of money almost 100 billion dollars in resource management. Especially China is trying to make resource supply diversified and putting forth an aggressive resource diploma policy and it affect as a threat to many companies include Exxon Mobil, Royal Dutch Shell. Especially China is trying to make a CNPC, China’s major petroleum company as a Global major company and expanding their resource policy. 
In this situation, How Korea should do in their resource diplomacy? Nowadays many experts recommend a alternative which is ‘Package deal strategy’. We will discuss about ‘Package deal strategy’ briefly in introduction and develop a new aspect in main body. After discussing we will conclude about how to make a package deal strategy more adaptable to Korea. 
2. What is the Package-Deal?

Many African countries have many resource but their resource developing is not improved because of a shortage of financial affairs or a poor surrounding infrastructure. Nowadays high oil price and a increasing price of materials works as a catalyst and it induce foreign investment. But in oligopoly resource developing market, relative new comer like China, Japan, India have difficulties enter this market. To enter this market, relative new comer makes a way to enter this market. They entered this market in unique method like a consortium which is consist of Government, Government-run firm, private firm or solitary. In procedure to enter this market, they suggest a ‘Package’ liaison with construction of basic infrastructure like thoroughfare, harbor or exploitation of mine claim and they acquire the right of native resource development exclude the specialized major companies. And this case of trend is become increase. As we see, ‘Package deal strategy’ is business way liaison with construction of infrastructure and right of resource development.
II. Advantages to Korea

The package-deal strategy can be a right answer to Korea and Korean companies? The Strategy is more suitable for Korea and Korean companies? If it is fit for Korea, what factors contribute to this strength? To solve this curiosity, from now on, we are going to see many cases and look over Korean companies and markets by doing SWOT analysis.
1. Korean Case Analysis

As we discuss this issue further, we will explain package deal strategies in South Korea by giving specific real cases.
1) Exploiting Gas field & constructing gas chemistry plaints in Surgil, Uzbekistan

Uzbekistan president agreed for developing Surgil gas field and constructing gas chemical plants by Korean company. The total costs of investments were estimated around 1.83billions (gas filed; $380 million, gas chemical plant; $1.43 billion), and these facilities will produce 2.8 billion cubic feet of natural gas, 360 thousand ton of HDFE(gas-chemical product), 80 thousand ton of PP(PolyPropylene) annually. Complete products and by-products will be sold in Uzbekistan, Western Europe, CIS, and China. 

 The Korean consortium consists of 35% of KOGAS, 15% of Lotte Daesan Petrochemical Corp, 10% of LG International Corp. Joint-venture company would be established in Uzbekistan, Korean consortium will establish special purpose company and Uzbekistan public company in a third country, each of which hold 50% of stocks. 

 In this project, through the connection between resource development and gas chemical plants, it would be expected to strengthen competitiveness of products and increase investment earnings rates. Taking advantage of this contract, South Korea expects to expand investments into central-Asia area.

2) Developing Nickel mines & Constructing power plants in Madagascar
Nickel mine in Ambatoby is the 4th highest development in the world, which reserves 125 million ton of nickel in this mine. It would be expected to produce 60 thousand ton of nickel and 5.6 thousand ton of cobalt annually. The scale of project reaches 1.59 billion of shareholder money, and 2.1 billion of Project Financing. Korean Ambatoby Consortium holds 27.5% of total stock of this project. 

  In addition, Korean consortium which consists of Keangnam Enterprises Corp. Daewoo International, Hyundai Engineering was appointed as final business of construction of cogeneration plants. This plant will be composed of three 400MW generators, and it would provide steam and electricity to Nickel refinery. The construction will have been completed in June, 2009. 

Participation in Ambatoby projects will guarantee Korean companies to obtain mineral resources and cash income, also participate in other infrastructure projects. This case shows a good example of oversea resource development because it illustrates possibility and profitability of Korea companies.

3) Development projects of gas-field in Vietnam
15-1 mining area, which is located in Mekong basin, southeastern part of Vietnam, is cooperated by Korea National Oil Cooperation, Conocophillips and PV. The KNOC holds 14.25% of equity. After signing a petroleum development contract and establishing joint-venture Company, it has produced petroleum consistently, now the production reaches on 50 thousand b/d.

4) Development projects of gas-field in Myanma

A-1, A-3 and AD-7 mining areas in Northwestern part of Myanmar are the natural gas mining area which was developed by Daewoo International, which holds exclusive rights of development and operation. The equity of mining areas consists of 51% of Daewoo International stocks, 17% of 8.5% of each ONGC( Oil and Natural gas) and KOGAS(Korean gas company) stock, 15% of MOGE(Myanmar gas and oil enterprise) stocks. 

GCA, as an international certificate authority institution, confirm maximum 5.6 Tef in A-1 and Shwe-Phyu gas mining area, and maximum 2.2 Tef gas mining area in Mya. Ad-7 mining area was contracted for production distribution contract. 

As briefly examining the process, practicing commercial application tests in 2005, bidding the mining in 2006 and signing MOU for gas selling and gas construction with Myanmar and Petrochina. In 2008, signing gas-selling MOU with CNPC, China.

2. SWOT Analysis

A. Strength & Opportunity
1) Wide network of general trading companies
The strongest point of Korean package deal is wide network. Wide network is essential because projects are usually from foreign market and establishing consortium is very common in natural resource markets. Many general trading companies which were responsible for trading affairs in conglomerates play important role in these parts. Samsung C&T, Daewoo International which spurred trade and commerce in 1980’s is growing up by foreign natural resource development by making good use of their global network, knowhow of foreign marketing, international trade workforce, and abundant business bases.
2) Cooperation between affiliates
Many big Korean companies consist of many affiliates. And in the course of industrial development, “Chaebol” which is a unique structure of Korean companies have been established. “Chaebol” system which are similar to conglomerate partially gives negative influences on society, but this system can be advantages in package deal. In “Chaebol” system, it is more easy for subsidiaries to cooperate with each others because “Chaebol” system is more strict than conglomerates and they are making effort for a holding company. 

 Package deal is a synthetic strategy because it includes a lot of technologies and abilities. To put it concretely, it needs negotiation skills and networks of general trading companies, funds of financial institutions, experiences in plant construction of construction companies and operating skills of resource companies. In consortium there are many companies from other fields, so it would be difficult to maintain consortium when each companies raises their voices. 

If many companies are from same holding company, this problem can be solved easily. Because they live under the same roof, they can pursue more integrative interest. In this prospective, Korean unique industrial structure can influence package deal positively.

3) Growth of resource technologies
It is clear that Korean companies are much inferior to major companies in resource exploration and operation. But gap between Korea and major companies are much smaller in new energy parts. For examples, nuclear energy and LNG are new energy. Nuclear energy attracts world’s attention because many experts are saying that it is the only way to cope with recent climatic change. LNG energy is also representative of clean energy.

 Even though Korean companies are behind in traditional resource market such as petroleum and coal, Korean companies are catching up major companies in new and clean energy market such as nuclear and LNG. Last year, Korean consortium was selected as the final choice to carry out construction of nuclear power plant which was ordered by UAE($40 billion). Some core technologies are dependant on some major companies, but Korean companies are making efforts to develop new technologies by 2012 and establishing Korean nuclear energy system.

4) Various technologies which are adaptable to the package-deal
The notion of Package deal is changing continuously. The original concept of package deal is giving SOC. Nowadays, package deal includes constructing plants and operating them for promised period.(BOO type : Build-Own-Operate). Recently, it includes higher value-added business such as IT infra, ubiquitous system. In this turning point, Korea will get a good chance because Korean government and companies have great strength in this industry. 

 Especially controversial issue, U-city is high value added industry which combines IT, communication and construction. Korean companies dominate in ubiquitous technology and have abundant constructing skills. So U-city will be a good opportunity and we can make use of this concept for package deal and natural resource competition.

B. Weakness & Threat
1) Absence and Inconsistency of Government policy
Policies of Korean government about natural resource have not been settled. On contrast, China has carried out a lot of diplomatic measures. Japan started to carry ODA policy into practice and established national companies to support private resource companies. But Korean government still has not recognized this situation. 

Inconsistency and absence of Korean government could be a burden to Korean companies. Especially support toward Africa countries is insufficient and Korean government has no understanding about African market. Recent conflict between Libya and Korea shows us how serious this situation is.

At times, unexpected situation could occur such as cancellation of completed contracts. . Because developing countries usually have no norm or rule, so they don’t care about specification of contracts. Conflict between Iraq and Korean government owing to package deal of Kurd region demonstrates this problem.

 Some developing countries may think that developed countries try to deprive of their resources, so government needs to care this problem continuously.

2) Lack of support from financial institution
Resource project needs a lot of funds to be completed. So business in this field needs financial support from financial institutions. Financial measures such as Project financing are usually used, but high risk of resource business hinders financial institutions from lending money. Furthermore, Korean financial institutions are smaller than other foreign institutions. So Korean financial institutions have no enough money to support a project and they can’t manage high risk owing to small size. Korean consortium has no alternatives to borrow money except for foreign financial companies. So foreign financial institutions will get benefit from our consortium. Furthermore, Korean consortium has to bring foreign companies into consortium for borrowing funds easily. Owing to small size of financial companies, Korean consortium has to yield our profit to foreign companies and financial institutions. Furthermore, Korean national banks such as export-import bank are passive in assurance and credit, Korean consortiums have difficulties in borrowing money to carry out projects.

3) Nationalism on natural resource
Recently, Natural resource nationalism is emerging from some countries. Rapid increase of natural resource demand owing to emerging countries makes oil prices high and makes competition more fiercely. South American countries such as Venezuela and Bolivia and Russia which have socialistic aspects started to control development of petroleum and monitor oil export. And they carried forward policies to distribute their profit to citizens. This nationalism raises the cost of developing mines and resources price. Compared to past nationalism which deprived of asset and nationalize mines forcibly, recent nationalism uses severe measures such as expanding national equities of consortium, raising taxes about petroleum business and refusing renewal between major companies. This nationalism has spread to African countries and some Asian countries. So it would be going to be harsh for some companies to get deals from foreign markets.

C. Conclusion
	Strength

1. Wide network of general trading companies

2. Cooperation between subsidiaries

3. Growth of Technologies in nuclear energy and LNG

4. Various technologies adaptable to package deal
	Weakness
1. Inconsistency of government policy

2. Low trade between emerging markets

3. Lack of experts and R&D

4. Small size of financial institutions and lack of funds 

	Opportunity
1. Rapid growth of emerging market(Middle East, Central Asia, Africa)
2. Expanding concept of Package deal

(U-city, water conversion)

3. Climate change as a matter of common interest
	Threat

1. Strong natural resource diplomacy 

2. Generalization of establishing consortium(Can substitute Package deal)

3. The rise of natural resource nationalism


As you can see in SWOT matrix, Package deal is suitable for Korean industrial structure and Korean companies. So if we can make the best of it, package deal can give us new answer for competition in resource market. Furthermore, Korean IT technologies will give us new chance and it will change the concept of package deal to more high value business. But there are many problems and threats. However, these problems are related to government and international relation. So if Korean government rectifies its problems and makes efforts in international relations, Korean package deal can be a right answer and can create more value to Korea.
	Region
	Country
	Content

	South America
	Venezuela
	Canceling current 32 petroleum mine contract and owning above 60% sharing of stakes, raising royalty and income tax.

	
	Bolivia
	Giving exclusive rights to development and exports of state-owned petroleum enterprise, and acquiring business rights of natural gas from foreign companies.

	
	Ecuador
	Charging half profits of petroleum companies as tax, nullifying Amazon oilfield mining contracts with Occidental.

	
	Argentina
	Establishing new state-owned company and giving overall rights of exploration and refinement

	Soviet
	Russia
	Being larger state-owned natural and petroleum companies, acquiring oilfield possessory rights of foreign company, Cutting energy supply to Europe. 

	
	Kazakhstan
	Legislating nullifying rights of government about contracts with foreign company  

	
	Azerbaijani
	State-owned company promotes increasing share of newly developed oilfield.

	Africa
	Algeria
	Strengthening oil exploration and development rights of state-owned company

	
	Chad
	Establishing state-owned petroleum company, promoting increasing share of mining

	
	Nigeria
	Promoting increasing share of state-owned petroleum company.

	Asia
	Vietnam
	Strengthening resource and energy industry control, and restricting share rates and participation of foreign joint venture company.


III. Problems
1) High dependency on Diplomatic situation
This strategy is basically in business relationship, but it is affected much by diplomatic circumstances. This is because, resource managements in which the package-deal strategy is used, are based on national relationship. The rights of resource are exclusive rights that are only allowed to holding country. So, diplomatic efforts and national relationship have much effect on whether package-deal contracts will success. For example, in the contract of UAE nuclear power plant, we contributed many incentives which are not related directly with contract, in addition, the Korean president even went to there to meet the crown prince of UAE, General H.H. Sheikh Mohammed bin Zayed Al Nahyan face to face. By doing so, we could show that we were respecting for UAE, and personally our summit wanted to have good relationship with UAE summit. Consequently it was successful, and also it showed us how important diplomatic effort is.
Like this instance, there is one method which is to show respect or hostility, but there is also the other method. If a strong country want to have contract with a weak and small country, showing hostility needs not at all. On the contrary to the former case, a strong country will show their power and enforce a weak country to take a contract which a powerful one wants. In short, there are two things in diplomatic methods, hospitality and threat. Both of two, however, are equal in depending on diplomatic situation, not only on business relationship. For these reasons, the package-deal strategy in resource management has especially high risk of nation-to-nation relationship and global events. It makes expecting result of the package-deal strategy more difficult and deciding on resource managements harder.
2) Difficulties in forming Consortium
There are many interests, and especially in business partnership, each business company has various concerns even about one matter. So, making one consortium is very difficult work. In one consortium, many companies such as core-technology, sub-material, financial, and leading company like commercial company participate, and their works are distributed partially. It is natural their companies opinions are not consensus, and there are always conflicts on operating consortium. Especially in the package-deal strategy, dealing with conflicts and different interests is much more important than doing outer problems, because one company cannot all of things that are in one package. For the reason, each company takes different charge, and the leading company should consider to make each company’s thing same. In addition, persuading companies to participate consortium is not easy work for these reasons.
3) Difficulties in making Attractive Package
Each country wants different thing, so fulfilling desires of countries are difficult in consideration that even we cannot know all of concerns and desires of them. One package should contain both attractive things and wanted things, so that the counterpart has to feel them equal. For the reason, designing package needs knowledge about the counterpart’s concern and our capacity to make satisfaction. But in realistic view, knowing about the counterpart’s desire is not easy and it’s a matter of diplomacy. So, each country should negotiate about their wants and attractive point. 
IV. Conclusion

To solve the problems which are mentioned above, we could think about some different solution. First, we can make ‘Package deal strategy’ not a diplomatic strategy, but a business strategy. Transferring to private sector, we can minimize the effect of diplomacy. Second, we can convert distribute negotiation to integrative negotiation conducted by trading company. Beside this solution, we can design other solutions and make it as a newly Korean ‘Package deal strategy.’

We have discussed about ‘Package deal strategy’ in main body. Although there are several problems, this strategy is the most attractive strategy in this situation of competitive resource development. Korea should make a way to living and as an alternative; ‘Package deal strategy’ can make a chance. If we suggest a package deal strategy more attractive and realistically with overcome of weakness which is discussed in main body, Korea can accelerate on resource development in flow of 21st century’s Neo Resource-Nationalism. ‘Package deal strategy’ is surely adaptable in Korean resource diploma policy and it’s a way of our future. We expect a good aspect of Korea in 21st century’s Neo Resource-Nationalism.
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