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How ~o Sro®rad tr1e Ne;ct .. 
Be~~uon-Do~~ar \JVoridva~~ 

One oil f ort une has been 
spent, but another soon will 
shower down on Alaska. This 
time, the State is set on avoid­
ing mistakes of the past . . 

JUNEAU 
Alaskn, which nlrcacly hns run through 

its first 900 million dollnrs in oil roynl­
tics, is about to come into nnother enor­
mous fortune. 

With th~ 79·1-mile Trnns Alaska Pipe­
line scheduled lo open next year, oil nncl 
F,:\S TC\'CllllC.\ will SCOn Start nowing into 
State coff crs, evcntunlly mounting to 
more limn n billion dollars annually. 

Yet rnnnr Ala~l:ans arc nnxious about 
the bon:111zn, whic:h some fear could be­
come nnolhc-r c111b:1rrnssmc11t of riches. 
nesiclcnls arc ac·l1lr:lv aware th:tt not a 
single ca~h dollar r~mnins of the 900 
millio11~ paid to tlic Stale br the oil 
co111p:i11it'S i11 HJ(i!) for oil nncl gus lenses 
011 t IH' :\NI h Slnpc. 

A sp/11r90. The 111011cr clisappcarccl i11 
what has l>e·c·n dc~c:ribl•cl ns n splurge of 
spcnclinu ror cduc.1lion, nlcl for cities nml 
towns, n~sislanci~ for the uged nnd lonns 
lo small bu~ i11 csHne11. 

Alnslm lws 111:11rngccl lo slny out of the 
reel oril)' hr issuing Londs nncl levying u 
special lu.-; on oil 11ncl gns reserves, ex­
pected to rielcl 220 111illio11 
dollars in 197G. Ono or t\las-
kn's 1nnin problems, u Stnlc 
official says, is lo keep the 
money "nw,\y from the insn­
t i a bl o appe tites of free· 
spencliue burenucrnts." 
• Some Alnsknns nclmit they 
handled the first bounnza 
poor!)'. Slnte officinls say 
they were unable to resist 
<lcrnnncls nt mn11y levels for 11 

shnrc of the moncr "hccnuse 
we hncl not hin~: for so long.'' 

Rcsiclcnls compl11inccl, pri· 
or to nch!eving Statehood in 
1959, llrn t Ali"ka was little 
more thnn a ucgl•!Clcd wnrd 
of the FC'clcrnl C:ovc111 inc11l. 
With n sm1\ll p(11nllntio11 
sprenc.I o\·cr the cq11i\'nlo11t 
of one fifth of the olcl '18 
Stales, mnn)' cssc11tinls from 
roads to socinl scr\' iccs were 
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costly nod in short suppl}'. Thus the 
discovery of huge oil fields along the 
\'irtually unpopulntecl plains hugging 
the Arctic Ocean seemed providenti.11. 
Observes Andrew S. Warwick, Stale 
commissioner of administration: "When 
we had the 900 million, it wns difficult to 
say 'No' to projects because the fim111cinl 
resources \\:ere silting right there." 

That overspcmdil has strengthened 
the resolve of mnn} residents to nvoid 
similar problems in the future. 

Feeding the kitty. Plans are being 
formulated to crenle n permunent in­
vestment f uncl fed by at lcn~t .:!5 per 
cent of nil mineral roraltics, bonuses and 
money from lenses. The principal would 
be spent only on income-producing \'en­
tnres. Absknns will \oOte on the propo~al 
in :'\o\'ember. 
~h1ch of the funcl, if it is n1)provccl, is 

expectccl to be ~p<'nt on strengthen ing 
inclustric:s lhnt draw 011 re11ewablc re­
sources: fishi11g :lllcl limber, the second 
Hnd tl1ircl-rn11ki11g incom~ producers 
after pe troleum. Uotb trnclilio11nl ind11s· 
tries nrc ailing. 

Fishi11g, until H>G3 tho b: ckbonc of 
the nrnn's eco110111v, has hncl h\U bacl 
ycnrs in n row. Snl;non fi shing, the lwy 
sector of tl1c inc.lu~lr}', hns bC!t•n i11 a 30-
ycar slump with n 197fi l111n·e~t of 2G 
million fish . That compnrcs with J 2Ci 
million in 193G. · 

Lumbering \\':IS nourishing until the 
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Ailing Alilshn fishing industry would bene­
fit from a proposed in•1estmon t fun.:1. 

Highway building may uot o bo <:> st, tho,1011 
opposition from consorviltionisis i~ 1il:c•·1. 
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1974.75 recession cut deeply into sales. 
Federal bans on clear cutting of some 
forests and requirements for antipollu· 
lion devices at mills ·are view~d as 
threats to future profits. One firm has 
indicated it , ... m go out of business as a 
result. 

The proposed inveslment fund, offi­
<:inls say, would be used to help the 
fishing industry modernize and restock. 
The money also would be avaibble to 
help timber firms re-equip. 

Another use considered for the re\'· 
enues is helping to estnblish n ew busi· 
ncsses nnd create more job~. with l:he 
direction supplied wHhin Ah .• sb. 

Says Langhorne A Motley, cominis· 
sioner of commerce and economic de­
velopment: "The fund means Alaska will 
be in the position of not having to 
knuckle down to foreign capitalists, 
whether in the 'Lower 48' [Stutes) or 
abroad." 

Mr. l\fotley envisions the establish­
ment of such firms as a plant for manu­
facturing concrete, thereby elin1inating 
the need for importing the product. 
Concrete, ho says, leaves Senttlc at $30 n 
ton and sells for $108 in Fairbanks. 

Some Alasknns believe the lll'!\\' capital 
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could flelp{attf~ct. a variety. QJ/co~anfos <loU~~ em'nrg~!Jlcn~~, i, s,a~or'll_!i•ur~.i 
to .. the State. lndustr:y in the 1past~has operatj~ns; -And ·even arger actjvities 
been w~ry of locating in the region soon r;na)) E>e: in the works. 
because of high labor costs, a small local There is talk of building Jinks outward 
market and the reluctance of :nany big from a . new highwa}'. pnralleling the 
U.S. banks outside Alnskn to risk their pipeline, to permit access to untnppcd 
money so far away. mineral-rich areas of the State. Th:tt 

Robert Richards, executive vice prcsi· would open up rich reserves of !cud, 
dent of the ncwl)' formed Alaska-Pacific zinc, copper, silver, iron and coal. 
Dnnk, says that at the present time it is Environmentalists, however, are op· 
more economical to build a petrochcmi· posed to unrestricted development nnd 
cal plant in Texas or California than in have been influential in halting some 
Alaska. previous projects. Consen·ationists enioy 

"However," he says, "if the State of considerable support among Afaska"s 
Alaska offered to make capital available thousands of hunters und fishermen who 
at some interest rate below the cost of want to prevent destruction of the \ir· 
financing in Texas or California, the rate gin forests, lush grasslands and unpollul· 
of reh1rn on investment to the Alaska c<l rivers. 
plant might be increased above that of Yet there is also widc!;prcad recogni· 
the competition." tion that more permanent jobs mcst be 

"last thing we want." Private finan· created to a\'oid the " boom or bust" eras 
ciers and State officials generally agree of the past seven decndcs. Manr rcsi­
that any such m:mufacturing operations den ts believe it is possible lo reconcile 
should remain firmly in the hands of both sides-allowing controlled d~\'clop· 
private businessmen. ment while s:1fcgunrcling the State's nat· 

"The last thing we w~mt is a bunch of urnl resources. 
State-run entities," says Commissioner In any case, planners S:l}' , the oil re\·· 
~totlcy. enucs will be used more prudcntlr than 

Alread)•, expansion has begun in some they were in the past. 
;areas. Examples: An oil refinery is under "We have Jearnccl our lesson," s:irs 
construction near Fairbanks, another 0:1e State official. "There will be no 
may h e built at Valdez, and a firm at . more squandering or our tn'>ncr or our 
Kc11ai is in thr. midst of a 230-million· . rcsomccs." 

--. ~ 
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Interview With Jay S. Harnmond, 
Governor of Alaska 

Even oil revenue of a billion doll a rs a year is 
no guarantee of prosperity. In this· interview 
held in Anchorage, Governor Hammond gives 
his spending-and-investment plan designed to 
keep Alaska on an even keel. 

Q Governor Hnmmontl, how is 1111 this oil wen Ith cl a ringing 
Alnskn? 

A Significantl)'. We hope tlic change will be for tl1e 
ho tter, but re::ilisticnlly it wJll be n mixed bng of h otli pluses 
nnd minuses. 

Already we 've seen evidence' of he::ilthy growth 1111d un­
hcnlthy growth-improved ccor.omic circurnstnnc:cs co11plcd 
with O\'Crcrow<ling, high prir.:cs, crime. Hopc f ull)', we'll be 
nblc to imprcl\·c what Is tra<litionnlly the n11tio11 's highest 

unemployment rnlc and t.o rnisc Jiving st~ndards in rura 
Alnsl<o from n level thnt makes Appalachia, by contrnst 
oppcnr umucnt. 

Q You mcnn Alnskn is not nuout to become America's oil 
rich sheikdom? 

A l think thc~rc's n sobering uwnrcness in Alnska thn 
we're not nc:ccssarily going to be up to our hips in ln\'isl 
wculth. The foct is we hn\'c u long wny to go to pull mnn 
Alaskuns even up to the twcntietlt-ccntury level of e>conomi 
parity. 

We currently have an economic patchwork quill--n era:-'. 
quilt-with povi;:rty inlcrspcr~od with prosperity. The lienc 
Cits of oil clc\'clc>pmenl arc not trnnslat iag cquih\hl)' into th 
community. People w ho arc g11infully cmplorecl noel m:1ki11 
fol moner think oil is the h est thing tl1 ~lt ever hnppcnc.· 
he re. Thosc• who find tlwt the lire style that nllrnctccl thc 111 · 
Al.1skn in the first pince is <li~nppearing think it's the wor 
thing tl1at ever l111ppcncd . . 

32 0 Copyrloht © 1976, U.S. Nows & World Roport, Inc. 
I .1 

i ! 
\ I - ... _,.,.. 



• i"~, ... ! : . .. v ~... [ · ~o t ::. · 1
•• ,.. . .w: """' ~ , · • • • 

t• ~ .. ~ ~- ., , ,,;,; . ... • ',( 
1r ::..11 ·r, · ""'' · .. · "1 '" IL I ' • IC. :'.'..; • 

.. .Q 3ow mttch money 'IS the State in line to receive? 
A Well, the first thing to note is that · the pot of gold 

. -appears to be several city blocks nway instead of jnst around 
the corner-and likely it will be smaller than we expected. In 
fact, unless we throttle down State spending, we may well 
find at the end of the pipeline rainbow only the pot and none 
of the gold. The gold will have gone into governm"· t. 

Actually, the sum ch:mges virtually daily because of im­
pondcrable!r-the price of petroleum, the rate the oil \\'ill 
flow, possible delays in starting up the pipeline. But our 
economists estimate that revenues could reach upward of l 
billion dollars a year hr the mid-1980s. But, unfortunately, 
our State budget by then will far exceed that just to provide 
existing ser.vices. 

FOILING "LONG-FINGERED POLITICIANS"-

Q How are )·ou going to spen<l a billion dollars a year? 
A ·Prudently, I hope. 
One of the most significant actions taken by the legislature 

in the Inst session was the 1- ropo;ec.1 creation of a so.called 
. permanent fund that will bt nllotted at lt:ast a quarter of all 
of our oil a·nd gas revenues. It will be a kind of savings 
account where \\·e will be able to sock some of this revenue 
away and preclude long-fir.,;~red politicians from picking the 
public pocket. We'll be plowing it into the cconomr, all 
right, but using it for investment purposes-not to balloon 
the bureaucracr. 

Q What kinds of investments? 
A The: most critical gonl is to strenglhcn our renewable 

resource industrie!r-such ns fishing and timber-for the dar 
whc11 the nonrenewable resources run out. 

We're <ilrc.1dy mo,·ing in that clir<"'ction. We'll ha\·c on the 
ballot this foll a 29·million-clollar bo11<l issue for a fi sheries 
relmbilitntion-and-enhnnccrncnt program. We arc also estab· 
lishing n loan progrn111 to crea te nonprofit hatcheries. 

We arc going lo be involved shortly in exploring the 
possibility of stcppcd·up ur,ricullurnl dc\•elopmen t. App.11 · 
ently, there is a strong potcnlial for growing certain typl!s of 
grnin in the interior. Using ferlilizcr produced from some of 
our naturnl gas, this kind of forming could have a significnnt 
economic cap:lbilitr. 

Anotl1cr thing I'd like to e1>plore is n form of i\lusk:u1 
investment corpornlion in which all Alaskans would be 
shnreholclcrs. In concept, it would he similnr to some of lht: 
cmployc slock-owncrshjp plans est11blished hy privnle i11d11s· 
try. For exnmple, the funds could bc used to fi1rn11cc un 
actuarially sound i11c:omc, eclucnlic nnl or hcnlth-i11sur:mcc 
prog rnm plus, perhaps, n supplem•intnl socinl-securily pro­
gram, especially nimc.:d at our olcl-ti1.1crs. You know, man}' of 
our old-timers now hn\'e to lcnvc th~ Stale when they re tire 
becnuso thcr can't off ord lo star hero. 

Q 'Vhcre woukl the moncr come frorn? 
A The enrni11gs of the permanent f u11d. There would be 

an additional bc11cfit from such tl progrnm. 1 think we would 
crcnte n very conservative constitue ncr insofar ns 1111ncces­
snry government cxpcnclilures nrc concem ecl . Therc wouh.1 
be very groat distress, 1 um sure , over nttc mpts to put 
plntinum doorknobs on schoolhouses ff you were reducing 
the cliviclencl potcntinl or income i11s11rnncc of Jolin Q. 
Alasknn. 

Q Do you forc~cc 11 major effort nt inclustrinlizntion? 
A We sin11)ly cannot build n mns~ivc inclustrial complex 

here kc r ed to 11om c11cw0Lle resources, which ult imatclr will 
cxhnust. 

You k110 \1 we (I re 11ot like Stntcs in tlac "Lowe r •JS." We 
arc nt the c;ncl of the line gcog rnphically n11cl com rnc rcially. 
We nre not ~urround~d uv othe r Stull!s from which trndt' 11nd 
commerce will Oow llm;11gh our· State <'ll route to not only 
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our own1hut·otJlerJ;mn;R.e'tplaces. It's .not 'likely:anybo.dy, ,\~111 
one da} m1mp oil and gas back" up here to feeCl a big A1asknn 
industrial complex. 

That is not to say I am opposed to the creation of an 
industrial base a; such, but I nm against putting most of our 
eggs in that one basket. We hnve to selectively pick unc.1 
choose only those which are viable. 

Q Is there n l)hance Alaska will "lock up" its gas and oil, 
and mete it out slowly, pluying for higher prices? 

A There's no way to do it. Conceivably the State could 
lock up anything on its own lands. But there are large regions 
of native-owned lands that will be subject to exploratbn and 
development. 

The Federal Government hns offshore tracts it already is 
moving to exploit. These all pose ,1 competitive threat to the 

·value of State properties. 
We are not going to sit by and Jose money by our failure lo 

do anything. If they put their straw clown in an oil-structure 
area j ust outsides.ate jurisdiction, we're going to have to put 
our own straw down just to make sure they are not draining 
llS dry. 

So the charge thnt we nre going to put a lock on our encrro' 
resources is unwarranted :ind unreasoned. But we are hoping 
to pace cJe,·elopment more carefully. 

0. Whnt nbout the State's mineral potential? 
A It all depends on world market conditions. When the 

price is r ight, our hnrd·rock minerals-coal, copper, gold, 
iron-wil! be exploited . We have mnssive low-grnclc dcpos­
its-jL1st ns mnnr Stntes in the "Lower 48'' do-but our 
distance from markets, the high cost of t rnnsportntion and 
lnbor, plnc.:cs them furt~~r removed from the clcvelopmcnt 
process. 

"YO-YOING BETWEEN BOOM AND BUST"-

0. Some people want fo rced cxploit11tion of rcsourct~s-
A I clisngree. Unless the}' can be devclop~cl without subsi· 

dizalio11, they shOltld be left i11 the ground ttnlil they cnn. For 
l\Xarnplr, thcrc lt:r:c been ridiculous suggestions that we 
bu:ld n 1 OO·millio1H!ollnr road to lap a 30·million-clolh\r 
mineral deposit. ~('. • ' cover, I think you should bui!d the 
transportation O\C!nn~ once rou huvc dctcrminccl It is 11ccd­
ed-11ot build it and hope the needs arc out there so1nc­
where. 

I'm not 11t nil intcrcstccl in subsidizing "development" 
which cannot pn)' its way. For c ,'l:umplc, we could say to 
people, "Como on up :ind we 'll pnr you $100 a dny to min~ 
gold." Hordes of people would race in and the locnl economy 
would boom. Busiues~ would he bnppy in those nrcas where 
tho hoomcrs congregated, hilt I 1.hink most would ngr'cc 
there 's something wrong with thnl. There \Vould be a not Joss 
to the Stuto. 

But, unfortunutely, that has been tho trnditionul history of 
Alaska, n Yo·yoi11g buck nncl forth between boom uncl bust. 
We don't wanl to ullrnct multitudes to our State that we 
can't sustnin over the long term. We clo11'l wnnt people lo 
come up here simply to rip off nncl run. This fs why we huvc 
this bnsic criteria: Cnn it turn a profit for tho Stntc? 

Q Aren't people goin~ to come 1myw11y? 
A Well, you're right. The boom conditions now lacre nrc 

going to be u lodestone unless pcoph~ renlizc that the Stnto is 
not inte nt 011 smokinµ, supcrgrowlh-but lo n onc-stop ·:1t·a­
time approach providi11g full cmplO}'flle nt to n small pop11la­
tio11 for the long te rm, rnther thun crash exploitation that 
triggers II 1nassivo uoorn, then bust. 

Q Arc you t cllin 1~ otlwr Anwric:rns to stuy out? 
A You cnn't put up barriers nt the borcle rs, and we have 

no in ten lions of cloing so. Dul 1 wunl lo make it clcnr thal jobs 
:ire not iu that long )llpply in Alnsku. 




