


PUBLIC INTEREST ECONOMICS FOUNDATION

August 15, 1977

Byron Rogers

Alaska Permanent Fund Commission
Pouch V

Juneau, Alaska 99801

Dear Mr. Rogers:

The Public Interest Economics Foundation (PIE-F) is pleased to
submit the proposal attached in response to an inquiry made of our West
Coast Office, Public Interest Economics West (PIE-W), by you. PIE-F
proposes to undertake an introductory study of some of the broad decisions
that must be made concerning the nature and uses of the Permanent Fund.
The proposed priiiect would be under my personal supervision, as president
of PIE-F. To take advantage of geographic convenience, it would be per-
formed largely in our West Coast Office. The contemplated project manager,
Professor Richard Norgaard, would report to Robert Wolcott, director
of PIE-West.

At this distance from Juneau, it is not easy to be sure what par-
ticular analyses would be most useful to the Governor or to the Commission.
The topic detailed in the proposal is, we feel sure, among the areas of
greatest concern. However, PIE-F, with its very broad competence and its
access to economists throughout the nation, has the cepability of address-
ing a wide range of topics in addition to those indicated. Mr. Wolcott,
Professor Norgaard, and I would be happy to come to Alaska to disucss
this proposal or other topics of potential mutual interest.

PIE-F is devoted to involving economists systematically in public
policy to advance the broad public interest. PIE-F and its affiliate,
Public Interest Economics Center (PIE-C), are described more fully in the
attached proposal. Here it may suffice to point out that PIE-C performs
high quality research over a wide range of public policy issues, and in
carrying out its research and other programs has the support of two highly
qualified boards of advisors that include several past presidents of the
American Economic Association, one of the Nobel Laureates in economics,
many competent but less prominent economists, and many representatives
of public interest advocacy groups with national or local reputations.

Several members of the proposed study team have, as indicated in their
resumes included in the proposal, extensive experience in Alaskan affairs.
Further, PIE-C has analyzed many aspects of development and infrastructure
problems. PIE-W has recently completed a major study for the State of
California of environmental and economic impacts of the develcpment of
off-shore petroleum resources. Other PIE-C research encompasses policy
problems in transportation, health, environment, technology, and finance.
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In all these areas of research PIE-C has focused on the kinds of solutions
that would advance the interest of the public at large rather than that
of special interests.

The research proposed would lay the ground work for providing decision
makers in Alaska with the full benefit of existing economic knowledge on
the issues in question, as that knowledge relates to the economic conse-
quences of major investment in infrastructure in Alaska, at its present
state of economic development. The project could be accomplished, as
indicated, for about $36,500 plus the transportation and per diem costs
of the necessary visits to Alaska.

We look forward to learning of your interest in the prospect of PIE-F's
undertaking the work proposed or other research in policy economics that
might be of greater value to the State. We would be happy to come to Juneau
to discuss PIE-F and the problems associated with the Permanent Fund.

Ferguson

President

ARF:bs
Enclosure: Proposal




1610 W. 14th Ave
Anchorage, Ak 29501

June 21, 1977

Representative Clark Gruening

Interim Committee on Alaska Permanent Fund
528 W. 5th Ave.

Anchorage, Ak 99501

D=ar Representative Gruening:

Following our conversation yesterday I am submitting
the attached rough draft outlining some thoughts on
the Permanent Fund and municipalities.

As municipalities become aware of the potential good
and bad points it will be well to have taken a close
look at this delicate relationship.

Please give a call if there is anything beyond this
particular proposal that I can assist in.

l.Municipul Finance
Community Planning & Developmont

RICHARD G. WILSON
& ASSOCIATES

1610 W. 14ih Avenue
Anchorage, Alaska 99501 (907) 2789277




Can the State Benefit by Permanent Fund

Investments in Municipal Government?

Yes, because upgrading the current quality of local government
through incentives like these should result in lasting
improvements in fiscal accountability, management and

general credibility in the public's eye.

Local government in Alaska today has severe problems of
credibility and, too often, money management. The
culprits are many:

Untrained personnel

High turnover

Traditions of "running to the Legislature/Governor"

Volatile local and regional economic conditions

Growing pains

Lack of commonality in accounting and budgeting
techniques

Laxness on the part of the State in holding
municipalities to lheir word in financial
matters.

Poor management, particularly fiscal management, can be
turned around at the local level by

1. Providing loans, loan guarantees and other financlial
arrangements,
only on the condilion that fiscal management
improvements recommended by qualified specialists
are being taken seriously.

Implementing a sound uniform chart of municipal accounts
(much as utilities must usc a common system)

Periodically evaluating progress through appropriate
monitoring techniques.

Encouraging municipal officials to seek technical
assistance from Community and Regional
Affairs Department, non-profit organizations
and qualified consultants.




The Permanent Fund can meet legislative and constitutional
standards by distributing benefits through municipal
corporations meeting standards such as those outlined above.
How?

Direct loans, revolving or otherwise.

Loan guarantees on municipal borrowing
Matching grants ;

Impact assistance, for environmental, economic or emergency
conditions.

Full funding of the revenue sharing program.

Approval power for investments of the Fund within
the affected municipality's Jjurisdiction.

Housing loan or loan guarantee assistance.

Utilizing local economic development organizations
to help new businesses get started.




Propcsal:

One of the gaps facing the Special Committee on the
Permanent Fund in House Bill 298 is scope and meaning
of '"community development'". Beyond that, there are
several important questions on how Fund investment
policies and preocedures mesh with existing municipal
policies and financial methods.

I propose to address these broad issues and several
other specific ones, including

Identify possible targets within the
meaning of '"community development";

Recommend ways in which the Fund policy
and investment entities can set criteria
and review applications from communities;

Specifically suggest ways of assuring minimal
environmental impact;

Identify and analyze altcrnative forms of
Fund investments in community development
projects of municipalities;

Review, with assistance of qualified legal
counsel, the above for legal acceptability.

Describe how an incentive system can be
used by the Fund to improve and upgrade
local government (iscal management.

Where there is a need, 1 have made arrangements to draw
upon the best talent available in such areas as municipal
law, bond consultation, and environmental planning.

[ would like to start immediately In light of other
commitments which will be coming up later in the year.

[ estimate the project report(s) can be in the Committee's
hands four months after notice to begin.

| look forward to hearing from you and the Interim Committee.

spgere 'y,

st DB

Richard G. Wilson




Profile
Richard G. Wilson

1610 West 14th Avenue, Anchorage, Alaska 99501 907/278-9277

EDUCATION

Pomona College, Claremont, B. A., political science.

Syracuse University School of Citizenship and Public
Affairs, Syracuse, M. P. A., public finance.

Univ. of Wisconsin, Madison, School of Urban Planning,
post-graduate, environmental law and real estate
development.

EXPERIENCE AND ACTIVITIES

1976-77 City Manager, Cordova, Alaska

As chief administrator of normal City functions
plus regional services such as telephone, electric,
water, port and hospital, I was responsible to

the City Council in this home rule city.

Prepared and executed budget and intergovernmental
revenue programs.

Administered sewer, water and port improvements
contracts. Obtained financing for new City Hall
and Fublic Safety complex and administered design-
construct contract award.

Analyzed the potential impact of El1 Paso Natural
Gas Pipeline on the Cordova reglon, including
benefits and costs to the existing community.

Prepared OCS and Coastal Zone Management studies
of policies and facility needs.

Worked closely with legislative leaders on City
matters,




1974-76

1972-74

Executive Assistant/Office of Managemenl and

Budget, City of Anchorage, Alaska

As assistant to the City Manager for community
planning and development, I was responsible for
program administration and special projects.

Directed Community Development Block Grant
program.

Analyzed with community participation the
0il Pipeline project's impact on housing.

Served as adjunct staff to Interim Legislative
Committee on Revenue Sharing and directed staff
analysis of alternative legislative proposals.

Directed analysis leading to organizing City
and Borough agencies into a unified framework;
assisted in establishing a new office of
management and budget; directed project to
convert procedures to a program-performance
budget system.

Project Manager/Planning Officer, Housing and
Urban Development Office of New Communities, Wash.,
DI Cl

As new towns staff membrr, 1 specialized in
financial and environmental review of proposals
for cheral underwriting of long term financing.

Analyzed financial strength of new town developers,
their development assumptions and their cash flow
projections.

Reviewed financial and environmental aspects of
private proposals such as Cedar-Riverside (Min-
neapolis) and public projects including Pontchar-
train New Town (City of New Orleans), Audobon

(New York Urban Development Corp.) and Oak Openings
New Town (Dayton, Ohio).

Authored a chapter in a publication of the National
Housing Policies Task Force (H. U. D.) on "Tax
Increment Financing'" for municipal projects.




1967-72 Budget Analyslt/Executive Assistant, State of
Wisconsin, Madison.

Analyzed major agency budgets and ass.isted in
conversion to program budgeting.

Evaluated the State's investment portfolio
as managed by the Investment Board.

Coordinated economic development assistance
programs.

Directed two gubernatorial task forces.

Provided staff assistance to the Joint Finan:e
Committee and other legislative bodies.

References and supplementary information will be provided
upon request.




UNIVERSITY OF ALASKA ANCHORAGE

CITIZENS' ADVISORY COMMITTEE

2651 PROVIDENCE DRIVE
ANCHORAGE, ALASKA 98504

June 13, 1977

Honorable Clark Gruening
940 Tyonek
Anchorage, AK 99501

Jear Clark:

Heck, being a legislator isn't all that hard. You work 41
days and then go home--nothing to it. That last month or so that
you wrestled with the budget must have been*easiest of all. Now
how's that for gratitude!

I think you did a hell of a job. I am especially pleased
that UAA did not come off as poorly as it could have. In face,
I think it came off very well under the circumstances; and I
know you were a large part of the reason.

We are going to have a real university in Anchorage, and
the effort that you put forward will help bring that about sooner.
Thanks much!

Best Regards,

y )
=
[ [

Ed Isenson
Chairman




April 15, 1977

Representative William iiles
Alaska State Legislature House
120 - 4th Street

Juneau, Alaska 99801

Dear Bill:

Thank you for your paticnce in awaiting this response with regard

to who might be appropriate and available to consult the Legislative
Comittee on the Alaska Permanent Fund's structure. Please appreciate
that after extensive investipation into who would have these important
qualifications, the rcal difficulty came in making the contacts and
establishing communications.

The following individuals are most experienced and emincently qualified
to discuss and advlse on state fund structure. I can assure you that
the newvness and unique composition of the Permanent Fund would make
the structuring of same a personal professional challenpe for anyone
wvho might be involved in a consulting capacity. It is always grati-
fying, to be in the crcative stages of a pioncer project that is so
close to one's experiences.

This was made quite clear to me by Robert I, Blixt, Exccutive
Secretary of the !'linnesota State Board of Investirent, who would be
not only interested, but complimented to consult., PFob's excellent
credentials are enclosed for your perusal. le is very close to
Kidder, Peabody & Co. and we, of course, have absolute confidence
in recommending him to you.

That same confidence can be expressed for John A. l'itchman, Lxecutive
Sccretary-State Finance Committee for Vashington State. John is a
good friend of ours and would be most happy to offer his experience
and foresight in permanent fund structure.

Daniel J. Forreatal TTII, President of First International Investment

Managenment:, Ine. of Dhallas, Texna, is also eminently well qualified
and stronply versed in the nenagement of state fundas which derive
thedr revenues from "arvalogeus' sources. Dan would be moat willing
to be called upon.




Representative William Miles
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On a sourcc-of-funds basis, the University of Texas Permanent School
Fund would, of course, be quite parallel. I am confideut that, with
your authorization and nn your behalf, we could solicit a most valuable
contribution from the administrators of that fund.

At Kidder, Peabody & Co. the nost experienced person in the area of
fund nanagement and structure would be l‘r. leirne 0, Chisolm, President
of Vcbster llanagenent Corporation. Webster Monagement is a wholly-
owed subsidiary conpany of Kidder, Pecaboly & Co. registered under

the Inveatment Advisors Act of 1940 and is reaponsible for the nanage-
uent of what is curreutly about 5500,000,000.00 in private funds.

I know that these individuals would be most willinp to contribute
thelr time and energies without counsulting fees and would lool: c¢nly
for the defrayal of travel expenses. They would not expect to be
paid fces and in nmost cases it would represent a conflict of interest.

Certainly, all can help with the development of one phase or another,
vhether it be setting up a system of checks and balances in invent-
wents, the creation of a harmonious advisory comnittee, the establish-
ment of logical percentages of permanency, or the difficult tasks of
deciding vhat to own and what pitfalls to avoid. '

Please know that at a mosient's notice I will be most pleased to provide
sny introducticns or arrange any neceting that night be desired. I
sincerely hope this has been helpful and do hope you know we are nost
anxious to help to the :xtent that we are able.

Both Lrnie Burgess and I look forward to hearing from you soon.

Very truly yours,

Gilbert C. Powvers
Vice Prenlident
Reaident Officer

CCP:pe
Enc.

CC LErnent A. Durgpens

pcc James T. Love
San Franclsco




 BIOGRAPHICAL SKETCH - ROBERT E. BLIXT

CURRENT POSITIOM:
Executive Secretary of the Minnesota State Board of Investment since 1960.

(Manages approximately $3.0 billion of trust, retirement and current funds )

"PREVIOUS POSITIONS:
Investment Counsel to the Board of Regents of the University of Minnesota,

1957-1960.
Securities Analyst and Account Portfolio Supervisor, Northwestern National

Bank of Minneapolis, 1953-1956.
Instructor in Finance, University of Colorado, 1950-1953.

EDUCAT.ION:
~ Associate in Arts (with distinction), Worthington Junior College, Uorth1nqt0n,
Minnesota, 1947.
Bachelor of Arts (magna cum laude), St. Olaf Co]]ege. Northfield, Minnesota,

1949.
Master of Science (Business Management and Finance), University of Colorado,

Boulder, Colorado, 1951.
Juris Docter, University of Colorado, Boulder, Colorado, 1953.

PROFESSTOMAL ORGANTZATIONS:
Admitted to the Minncsota Bar in 1955.

Admitted to the Twin Citics Sccioty of Sccurity Analy

Pres” ‘ent (1968-69), Vice Pres ident (1967-63).

Director, Financial Analysts Federation (1970-72, 1975-76).
Chairman, Professional Ethics Comnittee (1972-74); Delegate to the
Investment Analysis Standards Board (1974-76). :

Admitted to the Institute of Chartered Financial Analysts in 1965.
President (1975-76), Vice President (1974-75), Trustee (1972- ),
Member of the Council of Examiners (1972-75).

ACTIVITIES:.
" Lecturer, University of Wisconsin Graduate School of Bank1ng (1963-1969).
Member of Investment Advisory Committee of the Minncapolis Teachers'
‘Retirement Fund Association. .
Trustee and Treasurer of the Baptist Hospital Fund (operatina Mounds Park
and Midway Hospitals in St. Paul and the Mounds-Midway School of Nursing).

PERSONAL DATA:
Born July 9, 1927.

ADDITIONAL BYOGRAPHICAL DATA:

Who's Who in the Midwest 1965-1976 Editions

The Institutional Investor magazine, December 1973, Page 125.
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'Robert E. Blixt

Minnesota
State Board
of Investinent,
speals out:

“Know
thyseli”

PENSION WORLD

of lhc past few years - the COII\[‘IICUOI.I‘: abuses in all
arcas of administrative and financial management of
assels representing post-retirement benciits.

The cry to **do something™ naturally resulted in
ERISA, but the law is understood by comparatively few
and has resulted in the climination of some pension
programs-—which may have achicved a degrecof
worthiness under longer trial periods. Thesc problems of
ERISA, however, cannot be used 1o discount the
neccssity for some controls or guidelines.

The demand for regulation of public pension funds is
even morce justificd, due to the tax monices mvolvcd than
thc “ERISA™ for private accounts.

Can the public accounts wait for appropriate
Iegislation? The many problems disclosed by the New
York situation and, especially, the apparent widespread
usc of pension accounts for *local purposes”—public
buildings, housing within the lacality or state, loans to
potential beneliciarics and mortgages to political
favorites—may not be solved through legislation.
Somcone will always find a way of beating prudence for
politics.

What is to he done? Camplele disclosure hy all
concerned, as to financial interests and investments,
could be the answer!

aLis needed?
asscls of all funds must be fully dl\ClO\Ls
to allparticipantg and made avaitable To approprialc,
agenciCsrwhicther it be state dn.p.nlmum congressional
committees or the SEC. Thi
uscof retirement asscts for \
local or state "needs." We could deccelerate a luture,

w Y ation!

y Sccond, hll salarics of retirement administrators,
lc{rl'@., lobbying expenditures and other pertinent
financial information must be available to members of
the press, beneliciaries and the tax-paying public,

all trustees or directors of public retirement
funds must make full disclosure as to sources of personal
rivile mlu ests and other :L!w.ml alliliations.

e lourth i : focus d on the uses

of public pension monies lor projectsawhich should be

financed through tax-exeapt bonds, T hc. states and

municipalities deserve the lowest ux-exempt interest
rutes for the hllilllilll ye pension funds must have

e ———

(Continwed on next page)

R




any claims as o prul' cssmn.ll “r .rformancc. measurement \l‘lllsllcx
innvestment management, actuarial soundness and accounting procedures
" must be implemented by public disclosurc of all statistics ugardlnb actual
assets and investments, the methods of computation and—in instances
pertaining to large instilutional investors—by information indicating that the
parllcul.nr funds used as examples accurately present the total investment
and performance.
Y, all investment and actuarial procedures must be open to inspection
review— not, necessarily, regulation—on a regular and periodic basis by
jate agencies of the Labor Department, the SEC or state agencics.
he budgets of retirement funds, particularly those meant for
stration, must be used for the purposes of providing pensions—not for
lobbying aimed at the avoidance of regulation and fiscal soundness.

Is extreme regulation needed? No! But, “self-regulation™ by the
administrative, actuarial and investment professionals is not the answer, They
have lobbicd for the “status quo,™ “more time to study” and time Lo ;
“grandfather™ into the professions.

Therc has been a tendency to condemn those who dare crilicize present
investment practices, current laxitics in the measurement of investment
performance, or possible weaknesses of investment counscls, retirement
lawyers, actuarics and advisers. But, complete disclosure may convey
unexpecicd answers!

Additional laws and rules may be justified. But they may never be
implemented in a meaningful way. Nevertheless, appropriate governmental
agencics and professional groups could stress=—with the help of legislative
pressures and action, il necessary-—a complete openncss in all investment,
actuarial, advisory and pricing procedures. The resulting public discussion and
concern could lead to a bettermentof the entire pcnsion situation, il not a quick
solution to the problems.

onc can legislate correctly if the I'lcls arc not known, “cgulation is
impossible until we KngWwInaris nceded.

Both public and private pension funds have suffered oncrous and burdensome
criticism: much may be justified; someis not. But those of us in the proflession do
not yet know our own strengths and weaknesses. We hear the criticisms and
fight against them. We may be weak because we do not know the facts. But,
disclosurc is not new, We need only to follow the ancient Biblical teaching,

“Know thyselll™”
it & Db

Robert 1, Blixt, C.F.A.
Exceutive Seeretary

*PENSION WORLD welcomes responses to its Guest Editorial,
4
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I yon pass out cnough commissions,
you can nunage money on i shoe-
string, us proved by the experience of
Robert Blixt of the Minnesot:a State
Board of Investinent. He's also proved
that a moncy manzager can prod a
legislature into letting him do his joh—
which has included ashift toward
cquities in the state retirement funds,
Mere, Institutional Incestor deseribies
how Blixt serves both his public employ-
ers and the state's employecs,

he state of Minnesota has got itself a
bargain. With a budget of only $360,000,
the Minnesnta Stane nard of Invesiment is
running S1.1 billion in public cmployee re-
tircment money and an additional $900
miliion inother state funds with all the verve
and imagination of the highest-priced
moncy management firms. **We're paper
thin on common stock unalysis™ says
Robert E. Blixt, the board's piano-playing
exccutive secretary. “'In fuet, we're even
short of people just to g through the piles of
Wall Street reports that arrive in our office
every week, "

But Blixt's heroically small stafT has
achicved an investment perfonmance and a
political pecfonmance that is the envy of
other public Tund managers, and it has done
30 by making vse of every imagimable re-
source. AL the moment, Tor example,
review of Wall Street reports is done by twao
young women  with only  high  school
educations. **You don't need a CEAL™ says
Blixt, **to figuee out tat all the nagor iioms
issued buy recommenditions on Monsanto
Bast summier. The girls nuy not have been
uble totell us whiy we shoulid buy Monsante,
but their abubations old us i we should!
look intit,”

Bl also tihes advantige of Tis adyis-
oy committee vn common stocks, ten men
trom leading: Minnesota limaneial mstitue
tions who sworh for free, 1 these men gl
together forany other reason than oot ler us
advice on publie money," BHNE says,
hey ' be shapped with an anticost suit,
And noamount ol mgpney conld compensale
When tor thie msaghits ey " ve gaven to the ine
vestient departiment, ™
BHACS thind seerel o operating on i

Pension performanee
on 2 sheestring

.\!"_{:\, H'}

il

-y —
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all
- an investment perfor-
mance and a political
performance that is the
envy of other public
fund managers.”

shocstring is the size of the assets he man-
apes. The commissions these assets pener-
ate are sulficien: Lo attract plenty of atten-
tion from brokers and Blixt feels they will
continuc to be cffective aflter fully
ncgotiated rotes are introduced. **Actu-

ally,' he says, ““we're getting more infor-.

mation now than we need, Over the next
year, we're going to isolate the firms that
give us the best input, and once rates w2
fully negotiated, we'll continie to pay them
well,'" Blixt, in fact, doesn’t even balk at
the prospectof paying in hard dollars, He al-
rcady pays cash — 840,000 — to Painc,
Webber for s computer service, and he is in-
trigucd with an offer by an investment coun-
scling fimn to serve up all its written re-
scarch reports for $15,000 a year, Such
plans will incan that Blixi will be spending
miore inoney, but Minnese  will still come
cut ahcwd, *'LEven if our budeet poes 10
£500,000,"" Dlixt saye, “‘that's <till a le
kess then the $2 million it would cost to farm
the money out."

Total refurn

It would cost the state even more than
that to operite under the medieval restric-
tions that were in effect when Blixt took
over in 1960, after three years of running the
University of Minnesota endowment fund,
At that time, state Law prohibited the in-
vestment board from investing in cither
common stocks or corporate bonds, and
some 70 per cent of the retirement funds
under its jurisdiction was commitied 1o
Minncsota municipal bonds. The predicta-
ble result was thiat retim was under 3 per
cent, Stacting in 1961, Blixt pradually won
begistative approvil o put i re and more of
the retirement portfolios o stocks il
corporate bonds and to revamp actuarial and
accounting procedures so that emphasis wirs
placed on ol wetum,

It is now peomissible for corporat:
bonds o constitute 60 per ¢ont of the reline -
aent funds' costvaldue, and o lier this yean,
the equity ceiling was gused from 4510 5)
per cent == also at cost. Accardingly, the
basie retitement Tods = live separat -
fumds for teachers,  pulilie employees,
pelice s fenen, stae employees and
hipghway patrolinen =< were abiout 0§ por
eent i common stochs and S 1 per cent 1
vorparate honds o the Bl of this yea
When oo at marhet value, mone thin
halfol the poctiolios i egquities. Mudep. !
Bonds now sk upy less than 2 per cent of

thesc funds.

In addition to $740 million in the basic
retirement funds, Blixt is also responsible
for a 826 million supplemental retirement
fund, a $13 million variable wnnuity fund
and a $360 million adjustable fixed benefit
fund from which bencfits are puid 1o re-
tirces. Benefits me **fixed™ in the sense that
members are guaranteed a minimum benefit
at the date of their retirement but **udjusty-
ble"" because they are subject to upward ad-
justment if investment performuanee war-
rants. Blixt is particularly prowd that the
1973 legisluture was able 1o vote a 25 per
cent increase in retirces’ benefits beeause

the adjustable fixed benefit fund has re- *

turned significantly more than the actuari-
ally assumed rute of 3% per cent Such in-
creases will be more difficult to win in fu-
ture years, however, becuuse the legislature
also upped actuarial assumption on interest
to e realistic S per cent,

Meceting the new actuarial assumption
will be facilitated by the fact that a part of
unrealized capital appreciation from stocks
can be recognized as an inercase in book
value for actuarinl and accounting purposces.
The formula is conservative: Whenever the
portfolio has shown i total market valuation

exceeding cost by 10 per cent for six con- .

secutive valuation dates — the portfolio is
valued every two months — the book value
is ruised by 3 per cent. **We adopted this
ymula, " says Blist, “because it avoids
sharp gyrations in book viluethat would af-
feet the state's contribution and the benefits
10 retired persons,

As the author ol and ehiel Tobbyist for
much of the legistation affecting the in-
vestinent ol retirement assets. Blixt, now
40, has beeome sonething of & politicin
himisell. e has leamed swhen o Gight, when
o coax and when tw make o johe. e sull
calls his methiod of amortizing bomd Tosses
“the reserve that s Chere. " Asigoke, it's
wot exactly asidesphitter, but as anaceonnts
ing procedure, it"s inagmative, The sum of
albreahized bomd Josses s called the determed
yichladjustmentaceount. Atthe emlolfeach
fiscal year, apprepate bomd losses e dis
vided by the averape maturny of the bonds
sold, and the guotent is subtracted from the
Tuned s investment retven, T liseal 197273,
realveed Tosses totaled sonme $2 nlhon, The
avenpe matuety ol thie bonds solid was lour-
feen years, so il SESOO00 will be sub.
trawted Trom imvestient setun cach year for
the neat Tonneen yeas,

the wlj

bl tixed henehit fund in 1969
the: Minncapolis. retirement” fund, BBlixt
found himsell with 1 B3 issues of bonds he'd
never heard of. "*As an investment nan, '
Blixt says, **I'simply had 1o reorganize the
portfolio, but I couldn’t tike hefty bond
losses beeanse it would pre sent otir retirees
from getting a miuch-needed benefit boost.
The ‘reserve that ain’t-ihere’ was the
answer, and now we use it in all our funds so
that we can continuously upgrade our hond
portfolios."

Two hats

Being both an investment man and 2
public employee cian sometimes be a con-
tradicition in terms, and Blixt is frankly
waorricd abaut some of the pressures that
have lately been brought o bear on him,
The local press has pictured him as a (oe of
consumerisni because of recent testimony in
which he defended higher utility rates,
“You have to realize,” Blixt explains,
““thit public retirement funds hold a pood
percentage  of  the  outstanding  utility
securities, If the utilities cannot pass on
their costy to the consumer and male a
profit, our retirees will sulfer, I am in fuvor
of pood, healthy corporations because |
want our investments to do well. I'm not o
foc of social purposes; 1 believe that
providing an adequate pension for public
crpivyces is i sutid patipoac i aisclf””

Bhixt's trips 1o finanzml conlerences,
two of which were held in Hawaii, Lave also
been highlighted by the press. *“They ex-
pect me tositat my desk reading 3-week-old
research  reports  written by some
22-year-old kid whao has acver invested o
panny of his own or anyone ¢lse’s,"” Blixt
comwlaing, “*Sure, reading rescarch reports
is parteCmy job, butsois tdking to analysts
and other ponlalio manayers, Those of us
who are associated with public (unds have
fo be able to act like the rest of the invest-
ment community or our investments will
suffer,"

Stll, petting a competitive retum for
Minnesota’s  retirement  funds  is  no
ninesto-live job, For several years now,
Blint has spent his vacations in Cliatlottess
ville, Virginia, prding CEFA exams —
because it provides an opponumity (or him
o meet with the other exinmners and
expand his knowledue of the fnan il
conmunity. Bob Bhixtis also i Bunily man
= both prowd snd sentimental about the sis
penerations of his Family whoure buned ina
Swedish elehyard i Worthington, M-
nesobi, He speaks olten ol his wile, Mary
Ellen, amd of lus Tour chiliien wha, hike
thein Lather, are wmatenr musicins, At the
ollice, however, Blist s an enerpete,
doven  man who  denuds a0 sinnla
commtment o s s, whio feebthat e
Ieguently lives up W Iy
preat pramdtther’s  adopted  pame -
et Bihe the Genman bl means
“hghining." [
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Hatficld, Blixt, Bjornson, Spannaus, Erdahl, Derksen, Feldman, Parsons, Adams, Ibeling — with Gov, Anderson

Report to Governor —

More Than $1.040 Billisn

I Rotlrement & Trust Funds
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By GAIY DAWSON
Stall Wiiter

Want te play tycoan? Sell and huy millions of -

dollars worth of securities a day? And he success-
fulat it?

“The <ey In this business is don't gel too smart
or It wil be vour downfall, suvs Rabest Dist,
the coloriul exechitive sceretary of the state In-
vestmeat Doand. The baard mantiges o $2.6 billlon
investineat porifolio — one of the largest in the
nation,

RLIXT SAYS HIE'S never polten oo smart,"
But Lie does get enerzebe and is generally eredit-
ed with hainz ke pepper pot of slale gavernnient
— with b e evanzehstiedine Agriculture Commis-
sioner Jon Welald coming in a close sceond.

Riixt. wha has beea execetive secrclary since
1500 and served under [ive governors, works,lor
the board, which consists of tke goveraor, allor-

—— e s ST =

. .

ney general, sccretary of stale, trensurer and
auditor .

TUE ROAIRD ITAS custody of $2.63 hillion In In-
vested funds, That includes $257 million In the
ermaient schonl ald fund; §1.52 bhilllon In public
cmploye amd teacher relirement persions; $162
ndllon of highway trost fonds; S35 million In en-
donv ment and wellare Tunds; and $612 milllan In
Invested tax receipts not needed for inmediate
slale zoverrment expenditures,

Fifteen years agn, when Blixl tpok lim Joh, the
Tunds totaled $550 million, "

WIEN BLAXT, 48, of Moseville, and a descen.
dant of Swedish immigrants, received adegrea
from Waorthington Commanity Coilege in 197 he
had lde thoughit ke wauld end up handling that

* kind of nioney. Dealing daily with the laryest fi-

paccial Insttutions In New York, Chicapo, and In

lixt is keepin

West Const cllies was alsn far from his mind
when he pradusted [rum St Olafl Colleze In 1049,
An acenmplished pianist al the time, his chiel ine
terest at St. Olal was musie,

Bt then he took a course In finance and, "l
Rguess [ got houked,”

I'LANGO CONCERTOS gradually gave way lo
playing the market as Blixt obinined a master's
degree In business management and finance ot
the University of Colorade in 1951, Then while oh-
taining his law degree from the same school, ho
was asked 1o teach linance, and helure graduats
Bz e had Laupeht most of the linance courses of-
fered at Colorado,

From there It was back to Minnesola, where ha
was adinitted o the bar, became a hank securi-
tles analyst and then aventvally went la wark for
the slate. lle also advises oiher organizations on

Seo Blixl, Page 4

Financial 'wizard' Robert Blixt
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irvestient policies. il

Ile admits to having a “zift of
gab® that resulted In his baiag of-
fered an Instructor's positica at
Coloradn. That same ability in ex-

.press himscll — both with vigor

arnd at length — has earned him
tke respect of the Invesiment
Board and the legislature,

*IE NEVER GIVES you haif
an answer,"” says Atty. Gen. War-
rea Spannaus.

_One state legislator, after hear-

ing Dlixt give a rousing. arm-wav-
Ing pltch on Kow easy it would be
for tke state to seil low Interest
bm;uls 1o finance the new slate zoo,
sald:

“God. 1felt like slandingz vup and
applauding  when he was line
Ished," ! 1 \

Last month, Blixi, whais care-
ful about updating the state's in-
vestment picture, ncarly cansed
applause in the Investiment
Roard's quarierly meeting when
he reparted the state had kit an all
titne hizh of £537 million in invest-
ed 1an receipts, Tiese zencral
fund mioiies are ol needed lor
daily state gevernnicnd operalions
and are dsvestad in shart term se-
curitiass That way the slate earns
Interest nn the money.

LLINT, WHO NEVER leis the
ey of linanclal fizures dull
kis speech, conldn't resist come
paring the rosy picture in Minre-
rota 1o the plizht of New York
City when a reporter asked for Lis
comment o the Invested ¢

“"While ntuers arve sirugaling to
mect their dully payrolls, we are
investing the preatest anoaumt of
tax receipts In the histary of the
state,” Dixt said,

These shord term investinents,
sarae of wilch are hewl as shart o
one day, require canperation he-
tween Llixt, siate Treasurer Jim
Lord and Finance Contmissioner
Gerald Christenson, When iU ap-

.

/_ 3 . ey

e e R W —
-
-
e,
—als B
v &=
e

Staia Investment Goard Ecceutive Secretary Robert
Blixt scated at his command post. It is from hero Blixt su-
pervises tho invesiment of $2.& billion in slate funds. He
somelimes buys and sells at the rate of $50 million a day.
—Stalf Photo by Spence Hollstadi

Lavd an
ite has annther #10 million In
Tax reccipts it will nol need for
expenditiices for al leasl 48 hours,

Blixt, noling that the linme in
New York Is 9:45 a.m., with bank-
Ing activity in high gear, will con-
lacl scveral easiern banks to gel
price auotes on short terin Treas-
ury DNills. The -reason Alorgan
Guaranly or the Chase Bank in
New York often =ells hills they
hold is that they often need short
lerm cash 1o meel a heavy runon
louns.

The purchase Is wired lo New
York in.minutes. A day or twa lal-
er the banks will repurchase the
Treasury Bills reon Minnesola,

ABOUT NOON the sama day
Iixt mizht sell $5 million in se-
curilies to Iirst National Bank of
Chicazo to meet a sudiden stale (i
naneial commitment. Laler in the

- game day, when Eastern financial

houses close, Nlixt shifts the deal.
ing to California, Bank of America
Is a [requent contact in San Fran-
clsco, :

Cullecting just one day's interest

CUBLES in Interest, Whe
" rales ran ak hizn as 10 percent in

1974, Ilixt’ was collecting $2.577
daily interest on a §10 miliinn In-
vestment s

Recently, at six poc cent, 90
milllon one-day invesimenis have
earned $,23%in in'erest.

“NOT DAD FOIt an old plans
plaver.” naled one fan of Blixt'e,

Rut Rlist is cantinus abant play-
Ing the investment came ton well.
le believes in diverse inves-
ments, The only fund witdoh e

heavily invested in common s*ack |

Is the retirement fund. And anlv 30
per_cent of itic in stnck, The inly
otlier fund haldinz eommion #'ack
Is the Schoal Fund, Tweaty per
cenl of it consists oof sinck,
The stoek hnldings con !
alwut 123 dlitferent issucs
the gamut of American in
The man olten credeted oty
having all the answers on siate in.
ves unenis, alinz with s aduie
sory comimitiee, claims it i3 hest
that lie not think he's &0 smiare,
"*We Like tn hedze pir beis”
And that's hoaw, [lobert IVint
keeps his financlal piana in tune,

pears inx receipls are coming In
[ar ahave current necis, Tard aml
Christensan will inform Blixt that
he has an exira $10 million 1o Ine
vest, Usially LS, ‘Treavury Rills,
similar tn Savings Danda used by

he feder. | government o finance
txaperatinns, are purchased. Like-
wise, Il the slate necds operating
Jundds, Blixt, perhaps the same
day he Invesis $10 million, will sell
§5 million In Tieasury bills,

-




Reforming a state pension fund, even
slightly, is a delicate task. Since the state
pension fund opcrates in the public cye, a
fear of mistakes can be the real investment
philosophy, because mistakes with public
money can be politically damnaging. Together
with the relatively low salaries paid to the
managers, the atmosphere of fcar and
caution can keep a state fund in the
backwater of managed money.

In the past few years, Minnesota has
managed to bring a degroe of
professionalism to its $1.1 billion state
pension fund. Behind the changes were the
energics of one manager, Robert Blixt, a
state legislature willing to be educated and a
state government aware that chanee is
not inherently evil. ,

Frank Wright covers the Minnesota
legislaturq for the Minnecapolis Star and
Tribune, for which he has been reporting
since 1054,

How the
Minnesota
State Pensi lon
Fund

turned prf@

by Frank Wright

THeE INSTITUTIONAL INVESTON

MANCIL 1ven

T e T
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T'is eyes filled with tears, the old rural law-

,malcer stood at his desk and plaintively

cried, "We're going to be letting this young

man take our money to Las Vegas and invest it
in Wall Street.” _

The year was 1061,

The place was the floor of the Minnesota
state legislature,

The young man in question was Robert E,
Blixt, then 33, who for less than a year had been
serving as the State Investment Board's first ox-
ecutive sceretary, Blixt and other reformers
were sceking legislative approval for the first in
a scries of proposals Lo, liberalize state invest-
ment policies,

Until then, the state laws of Minncgota had
restricted investments to U.S. govermment obli-
gations, state and .aunicipal bonds, and first
mortgage utility bonds. Dlixt and his fellow re-
formers wanted permission to buy stocks and
corporate bonds. It was semethingg of a battle.
But after extended discussion, the lerislature
overcune its initial fears and prave npproval,

Since then Blixt, the legislature, individual
members of the Investment Board, nnd advisors
in the private sector have combined to make
Minnesota's state investment practices profes-
stonul, Yield on the upproximately $1.1 billion in
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state funds invested by the Board has improved
to the point of respectability, and the program
has been moving steadily — sometimes dramati-
cally — into common stocks.

Those cxpensive municipals

Minnesota, which centralizes. investment of
more than 90 separate funds under the five-man
elected State Board, for years had followed a
more conscrvative policy than state law re-
quired. It was a conservative policy that uctually
cost the state money.

The Board had invested the permanent
school fund, one of its bigest, entirely in U.S.
government bonds. Yicld hovered around 2.6 per-
cent annually.

Close to 70 percent of the retirement funds
were in tax-exempt bonds of Minnesota munici-
palitics. No other state had a hipgher percentayre
of Its money in such investments. Yield hovered
rround 2.0 percent.

Tho tax-exempt bonds, from the standpoint
o return carned (or the preneral publie, obviously
wero (o poor investment, The state, of course,
pays no taxes, It thus was losing mmoney' every
thae it boupght municipals, which piad less inter-
os. than other kindgof investiment. Tho stato mone

.

ey readily could have been put into paper that
was not tax-exempt and which paid a higher re-
turn. ;

The Doard had statutory authority to invest
the rotirement funds in utility mortgage bonds,
but none had been purchased. Municipalities
claimed the state had an obligation to buy their
bonds and help finance new facilitics needed by
their residents.. This approach sas particularly
popular with many Minneapolis and St. Paul
suburbs, which begnn to expand rapidly after
World War II and stepped up bond sales for
schools, streets and sewers accordingly. In addi-
tion, a dozen or so municipal bond agents who
hnndled most of the tmansactions with the state
prevailed suceessfully on the Board to maintaiin
thoir favored and profitable position, There were
other difficultics. Some of the older Board mem-
bers, with the Depression of the 1930's still a very
real memory, had honest reservatiens anbout the
wisdom of pushing into new types of investment,
Also, lack of professional staff and expert advice
wia n drawback, Investment detnils were han-
dled perfunctorily by an administrative office
that was untrained in fininee nnd whoso serve-
ices had to be shared with other stito ajrencies.
Expert counsel from sonrces that had no spoecinl
Interest wis nonexistent,




Hiring the pros

Pressure for change began:to build during the

late 1950's. It came from a couple of progressive
Board members, including then-Governor Or-
ville Freeman, public employeces who were con-
tributing to the retirement funds, a number of
legislators, and a few experts in private invest-
ment. A bimariloan desire. for botier fund ner.
formance developed. A législative commission
on retirement funds was formed. Freemar, a
Democratic-I"armer-Laborite, appointed a Re-
publican-dominated industry committee to stuay
the school fund.

The legislative commission started pushing
for establishment of a new, separite, profession-
al state agency to invest the retirement money.
The Board, threatened by this possible loss of 2u-
thority, offered a compromise. The lawmakers
eccepted. Under the agreement, a professional

staff was to be hired by the Board, and in return,

the Board was to be allowed to retain control
over all investments,

Enter Blixt, ‘

The new law setting up the investment de-
partment to serve as the Board's staff went into
effect July 1, 1959, Board members—tricd to find
An older man of conservatuve mein and experi-
ence to head the department. They failed. No one
they sought wanted to jump into what was fren-
erally considered a political and financial jungle
for the $12,500 annual salary that was being of-
fered.

With the position still vacant early in 1960,
Blixt made himself avadlable. dle had spent threo
yenrs as investment counsclor to the University
of Minnesoty and wanted to move into o biysper
leappuo, He was exactly thoe type of aygpressive
younp whippersnapper sonte Doard members

Minnesota Governor Harold LeVander

Senator Karl F, Grittner
Minnesota legislature

Orville L. Freeman
United States Secretary of Agriculture

Thteo who helped
Minnesota
turn pro

had hoped to avoid. But.he was hired anyway,
almost by default.

Blixt figured he wouldn't last long. He stren-
uously opposcd the Board's pet policy of buying
municipals and decided to malte an issue of it
immediately. “Those bonds,” he says,."were of
comparatively low quality from a rating stand-
point, were only semimarketable, and were in
odd lots which d=fled ali nowmael bochkesping,

accounting n— securities handling procedures."

If this be treason—

Blixt recommended at his first Board meeting
that purchase of municipals be terminated per-
manently. To his surprise, the Board agreed. Lo-
cal bond agents who had been sharing in the lu-
crative commissions "accused me of treason,”
Blixt says. But the deeision held, and Minnesota
has not bought o municipal since.

That action marked the beginning of the turn-
around in investment policy. Operating under
existing state law and at Blixt's recommenda-
tion, the Board started selling off the old munici-
pals whenever it could find buyers. Procceds,
plus new monies which came in, were invested
in Iy . mortgapre utility bonds and in federal ob-
ligations at higher interest rates. :

A campaipn also was started to change the
laws and broaden investment opportunities,
With Blixt pushing and prodding, the leprislature
in 1961 permitied gradual investment of up to 40
percent of the retirement funds in corporate
bonds and up to 25 pereent in stoe'cy, In 1963 tho
bond limit was raised to 50 percont, Thoe stoclk
limit woent up to 30 percent i 1065, That siuno
yeur purchase of financoe company bonds was nu-
thorized for the flrst time, So was investment in
short-term eommerecinl paper — up to 5 pereent
of thy funds, The current imaximumsy of GO per-
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cent on bonds and 35 percent on stocks were ap-
proved by the 1967 legislature, as was a new sup-
plemental fund for Minnesota's 900 state and
junior college faculty members.

The supplemental fund, which has just pgot-
ten under way, is expected to total about $1.2
million by this spring. It is Blixt's pride and joy.

Under the law establishing the fund, up to
100 percent of its growth sharc account may be
invested in stocks. Ten percent of the money may
be invested without regard for past corporide
earnings.

“That was a real brealkthrough,” says Dlixt.

Looscning the restrictions

And there wasn't o ripple of opposition, in con-
trast to that day of misgiving about Las Vegas
and Wall Street in 1961.
SBimilar change has occurred in tho school
" fund. Acting at the suggestion of Freeman's in-
dustry comniittee and supported by anew Repub-
lican governor, Elmer L. Andersen, the legisla-
ture in 1961 approved n constitutional amend-
. ment. It allowed investment of 40 percent ol the
fund in corporate bonds and 20 percent in stocks,
Voters overwhelminpgly approved tho wumend-
ment at the 1962 clection,

Highway fund investment has been liber-
alized, too. In 1965 the legislature permitted
placement of up to 15 percent in commercial
paper. The maximum was raised to 25 percent
Inst yeur,

Dlixt instigated many of the chanpes, pro-
moted most of them, wrote a rood share of tho
now statutory lanjuiagre himself, Now 40, Dlixt
fa ghort (6 feet, 8 inches), pudry (180 pounds),
and hag owl-lilto vyes that blink out ut you from




lays. "You cian et a yes m'm for
$6000. I anmt pa‘ ! to do something

mora.” His uig pitch with the
legislature is that state invest-
ments these days must “protect
against 1' ¢ purchasing power
risk.”

Public investments, he tells
tho legisiators, must move more
and more into a "situation that
grows with the econoiny, that
kecps pace with inflation.”

8o far this has meant stocks.
Blixt and the Board have not yet
gonc to Las Vepas. But they
have been going to Wall Strect,

" Up to the limit

Every fund is invested practical-
Jy to the legal limit, for all prac-
tical purposcs, in stocks and
corporate bonds. The $330 mil-
lion corporate bond portfolio
yields an average of about 4.9
percent, almost double the yield
from the government-heavy
funds of 10 years ago.

Blixt is not satisfled with
that, especinlly in view ¢f the
current market. With the wer-
age interest rate now about G
percent, “our bonds over: 'l are

worth aboul 00 1o 52 cents wi the

dollar,” ~ he says. In recent
months, to protect ngrainst this
interest rate rigk, Blixt has de-
manded that bond sellers rminr-
anleu they will nol recaldi their

How Minnesota’s
investment decisions
arc mado

State Investmont board

Tive members: povernor (Harold LeVander),
e Slale audilor (Statlord King), stale leazurer
(Yal Byornson), scerelary of state tlaseph
Donavan), atlotney reneral (Douglas Head),
Created by slate constitution, 1as tinal
aulhonly over investrent of all state funds,
Members seldom have had investment
experience, Falilical contrel ehanyes
frequently, now rests with Kepubhicans, 4 1o
b Meels aboul every tix weeks 10 teview
past Leansactions and Juthdnze new oncs,
based on tccommiendations by State
Investment Department and Adwisory
Commutlee On Ceminion Stecks,

Stata invostmont dopartimant

Statl of eizht, hicaded by Executive Secretary
Robert Uil Employed by toad, Makes
recommendylions (o the Lond, crecules
frades authanzed by 1ns hond, Final
decisions [0 caeicise (ading Juttunty rest

Speailie hants usuatly sel by board on wale or
purthase ohindovaduat stechy. Authunlty tor
frades in corparaie bands and puverniment
sccunbies 18 Lioader,

wilh Bliat, depend on duby mark ol condiions,

Advisory Committoe
on Common Stocks

First appointed by board, at Blixt's suggestion,
In 1961, Ten members, all of viliom are or
were investmenl managers lor large privale
Minnesola financial institutions. Onpinal
members still serving. Hone are dealers, sell
nothing to Minuesola. Members receive no
pay, no expenses, hiael bimanthly 1o 1eview
state's steck portloly, recommend chanpes lo
the Loard, tieetings conducted by Blit,
Commultéa has no legal standing Lut preat
influence; recommer dalions never have been
tejecled. Provdes eapeitise and continuily
olten lacking on board,

Committoo mambors:
NERMON | ARNOTT, prevident ef Tarmers &
Mecnamics Sawings Band, Minngipoin,

FRAMBLIN DRILZE, prosotent of Minnesots Mutusl
Lile Indurance Cumpany, 5L Faul

ROOERT S DAVIS wice prevident ef 51 Paul Fire &
Mavine Imuraonce Conpany,

CAYLORD W CLAKNER, wica prevdent ef il Toual
Campany, 51 Faul.

JAMES © MAREIS rortubive wiee prevedent ol
Martamestern boataral Dank, Minng apulin

JOHN M MAKEIS, wre prevsdent and Liuth iverilmend
oMt el farttern Lty Batianal bans, Lyluth

FRANCIS HASSING invetmant counvel for Ihe
Univeinily ef Mirsesaly

MANWILL D 0T snwertmant efigur fof the LT
lowrdabion, Eaiheiler,

DESALD L 0% IABL wor prevident ol Narthmerlarn
Rabanal Lile boawianee Lompang, Mirorapuin

WORMAN TEFARLIGIR gup, utive veiabary of Ihe
ManArapulin Teachieny hetiwninnl Aviogialin,
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bonds at less than the issued
rate forat lenst 10 years,

The stocle portfolio cost
nhont S160 million and ie warth
abour 3170 milion on paper.
Purchases were made primarily
over the past four years, while
the Dow Jones average was
above present levels much of the
time.

Initially looking for immedi-
ato yield, the Board went heavi-
ly into utilities, and they once
munounted to about one-third of
the stock holdings, Banks and
insurance COI’I‘I.]).I.I'I.!UJ also were
considered ntiractive at the out-
sot,

Purchases lately have been
less and less traditional, In-

creasing  attention is paid to
companies  with  jprrowth and
earnings  potentinl  and  less,

within the limits of the law, to
current yield,

At the end of 1966 about 7
percent of the retirement funds,
for example, were in utilities
stocks, 4 pereent in finaneinl
service companies, 3 percent in
consumer jronds, 4 poerceent in re-
search firms, 3 percont in oil and
6 percent in such durables as the
nuto industry, steel, machinery,
electrieal and cleetronie cquips
mentand transportation,

"IDM, UM, Kodalk, Corninge
Glats, Nerox, Northwest Airs
lines, Docingn, Honeywell, the
chenneal companies = these sro
whit wae'ro ettty into now,”
DX sayn, e adds thit some of
tho stundard blug chip pricoy




havo dropped enough to look in-
teresting again.

Tho basic invcstmcnt Inw’

restricts stock purchases to
companics that have assets of at

least $10 million, meet specified .

carnings levels and have paid
dividends for at lcast the past
flve ycars. No more than 1 per-
cent of the funds can be invested
in any corporation, nor can the
funds own more than 5 percent
ofany flim.

Over the years, the Board
bhas approved a total of 150
stocksfor nvestment. No lavorit-
ism is shown Minnesota (irms,
unless they are at least the
equal of firms clsewhiere in the
same industry. Only about 20 of
those listed arc based in the
state.

All of the stocks listed will
be available to the new supple-
mental fund, Other stocks will
be added for the new fund only.
Tho frst four being considered
by the Board arc Control Data,
Communications & 1lclhtc me-

T e mbl - o |
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.ard, all technically oriented
growth companies with little
current yield but good growth
potential.

Research and service

In its trading, the state follows
policy of getting the best nwnl-
ablo price and the best possible
service, Competitive bids must
bo sought whenever the public
market place is used, If o Minne-
Boln sccurities-handling lirm or
a national firm with & Minnesg-
ta offlce offers the best deal, it
gets the business. Bul not other-
wise. Rescarch assistance also
is a fuctor in parceling out the
trades, since Dlixt's small, sev-
on-member s*atl is unable to do
onourh resen chionils own.

The state nvests throurh
about 100 trading firms. Approx-
imately 50 have Minnesoti of-
fices. Only half o dozen have
their home base in the state.

“Some individuels hivve sugrs
gested that all broleers and dead-
era in the state should share tho
state's  business ol standard
commissions,” Bhxt says. “We

feol that thiy is no more logicud
than havingg the stide purchise
Ite furniture, nutomobiles or othes
or articles nnd supplics through

. people,

‘a completo list of all busincss
given to each dealer. To those

including legrislators
and other public officials who
occasionally aslk him to favor a
friend, Blixt has a stock answer
that cuts them off at the knces.
“Sure,” he says, “I'll bo glad to
do it. And in the annual report I
will add a footnole saying it was
done at your request.”

Blixt's constant interest in
pushing ahead occasionally
causes friction with some of the
older membors of the Board. Ex-
cept for that, however, he is
highly respected by lawmalkers,
most Board members and lead-
ing private investors in Minne-
sota,

Tallsing to both sides

Political control of the Board
has alternated regularly since
Blixt was hired and he scerves at
its pleasure. Bul no attempt cver
has been made to fire him, *
Legislators appreciate not
only his ability as a flnancial ex-
pert but his political awarcness
as well, “Ie tells you all you ex-
pcct him to nbout an issue wnd
more besides,” suys Siwiv Sena-
tor Karl Grittner, "Aud when he
talks to me, he checks in with
the political opposition, too.
And vice versa. You learn quick-
ly to appreciate a department
head like that, You know he's
not playing games,'" Grittner is
floor leader of the senate's Dem-
ocratic-I'nrmer-Labor minority
and o member of the lepisla-

.

ture's retirement fund study
commission, Blixt's allention to

such political niceties has had o
great deal to do with the suceess
of his proposals and those of
others to which he gives his sup-
port.

Blixt has four collere de-
freos: an nssociate of arts from
Waorthington, Minnesota Junior
College; w bachelor of arts from
5t. Olaf Collegze in Northfleld,
Minnesota, where he majored in
music composition, tnole o fow
cconomices courses and dabbled
in the counpus Republican club;
master of seienco from the Uni-
versity of Colomdo, where ho
swilched to business managro-
ment nnd finance; and a bacho-
lor of lnw, ulso from Colorado,
Ho beeamo o chartered Bnancial
nnilyst in 1965,

Ho Jectures frequontly boforo
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professional [froups. teaches a
cram course for the financial an-
alyst exams, is vice president of
the Twin Cities Socicty of Sccur-
ftics Analysts and will become
president later this year. ITe wis
a church choir director and Sun-
day School teacher, and serves
.as chairman of the investment
committee for the Baptist Hospi-
tal Fund, which operates twoO
hospitals in St. Paul, the state
capital. He is married, has four
children, is prescitiy Duilding
_ an addition to his St. Paul home.
(I must say I didn't have any
trouble getting financing in St
Paul").

Blixt hopes for continued
improvement in tho state's in-
vestment program. He wants Lo
sce cven preader investment in
stoclks and a more limber invest-
ment procedure, He intends to
seok legal authority for invest-
‘ments in real estate mortaes,
tho paper of individual govern-
ment apencics and the new
fonms of corporate debt, He is
working to upprade his stadl,
which is well cducated  but
youn(r, and in some cases inex-
perienced. It is better paid than
most Minnesota 5Lt employ-
ces, but the rates fill short ol
private busingss and make re-
cruitingy of top talent dilfficult,

Blixt's salary has been
raised to $20,000 by the lerisla-
ture, for which he is gratetul. He

The Minnesota ands

Public employeo rotiroment funds $420 million
Corporate bonds . ." 51 percent :
BAOCKE 0. = e me ek e BT 27 per cent

Government tonds 22 per cent

(Contributions from stal

and 140,000 public employees increase fund

capital al rate of ¥ muillion monthly, Invest-

ment proceeds help to pay pensions.)

Permnanent school trust fund #4265 million
Federal obligations . .« + « - 43 per cenl

Corporate bonds, . . .+ « -+ < - 39 per cenl

BtockS 7% 5 5w E mw s ck 18 per cenl

(Fund capital, now relatively slable, derived

mainly from royalties and occupalion taxes

paid by mining firms that develapcd state land

on Mesabi lron Range. investinent proceeds

help to nay current cducation costs.)

Stato troasurer’'s cosh
Federal obligalions,

3 years maximum term. . . . 100 per cent
(Fund is liquid, vize varies greatly, Investment
proceeds appioptiated by teaiglature for cur-
rent slate expenses.)

Highway funds $105 midllion
Federal oblipstions,

10 years mazimum lefm . . . 75 per cent
Short-term corporale noles . o . 25 per cent
(Size of fund varies greatly, depending, on con-
struction season. Fund will frow &3 new $100
million hiphway bond 155uc 15 sold dunng next
5 years. Investment proceeds uscd lor reads.)

Miscollancous funds $25 million

TOTAL $1.040 billion

*“?’““ﬂlm&‘“a._&nm_uﬂh1e.u“:m;{:mW'

lknows he could carn more olse- The members include Woalter
where, however, in salary and Heller, former chairman of the
throuph personal investments, President's Council of llconomic
To avoid conflicts of interest, he Advisors, Blixt chuckles ibout
siys, his personil investments the club. “The members,” he
now are limited to a small in- says, “talkk alot, but I'm not sure
vestment club at the university. how much monuoy we make.” @
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