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TO: All Members
Senate Resources Committee
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RE: CSSB 120 (Resources) "An Act relating to agriculture; and
providing for an effective date."

Committee Substitute for Senate Bill 120 (Resources) incorporates a number
of changes relating to agriculture in the state. Highlights of the bill
are:

Section 1:
1. Allowing DNR to regulate and control the entry and transportation of 

shell eggs. This adds to an already existing list of products that DNR 
regulates.

2. Allows the establishment of commodity marketing associations and 
providing for matching grants. This section has a $25,000 fiscal 
note.

3. Allows DNR to establish and administer a grain warehousing and 
merchandising program.

4. Allows DNR to license, bond, inspect and audit public grain 
facilities.

Section 2:
1. Remove irrigation from loan types as they are not made.

2. Allows DNR to combine loan types and extend loan terms beyond 7 years
if in the best interest of the state and additional collateral is 
available.

3. Allows loans to exceed the $1,000,000 limit by 20% if a borrower has
held a loan for three year and agrees to conditions set by the ARLF.
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Section 3:
1. Allows short terra limits to be raised by 20%.

2. Allows DNR to combine long terra and short term loans if in the best 
interest of the state.

Section 4:
Raises agricultural revolving loan fund from $75 million to $100 million. 

Section 5:
Increase ARLF Board from 5 to 7 members.

Section 6:
Raises agricultural dealer bond from $5,000 to $25,000.

Section 7:
Adds class IV soils to suitable agriculture lands definition.

This packet includes:

1. Bill analysis from DNR;
2. Fiscal note from DNR;
3. Development of Agriculture in Alaska - Summary Section, DNR, March 

1985;
4. Resolution of Alaska Farmers and Stockgrowers Association;
5. Resolution by Greater Fairbanks Chamber of Commerce;
6. Letter from Karen Lee;
7. Letter from Joseph Cange.
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O F F IC E  O F T H E  CO M M ISSIO N ER

B I L L  S H E F F I E L D ,  G O V E R N O R

P O U C H M
J U N E A U ,  A L A S K A  99811 
P H O N E :  907-465-2400

M a rc h 12, 1985

The Honorable A r l i s s  Sturgulewski 
Chair, Senate Re so ur ce s  Committee 
P ou ch  V
Juneau, AK 99811

De ar  Senator Sturgulewski:

As you have requested, the Depart me nt  of Natural Resources 
has reviewed the Sponsor Subsitute for Senate B i l l  40, the 
Co mm ittee Substitute for Senate Bill 120 (Resources) and the
Committee Substitute for Senate Bill 57 (Res ou rc es ). We
offer our support for these three bills and are v e r y  plea se d 
to note that t h e y  a llow the d e pa rt me nt  to und er ta k e m a n y  of 
the actions we b e l i e v e  are nec es sa ry  to assist farmers and 
prom ot e the d ev el op m en t of agriculture in Alaska.

Our recent report to the Governor on agriculture identified 
h i g h  debt levels and the difficulties associated w i t h  
m a r k e t i n g  farm pro du ct s as major problems faced by A laska's 
farmers. The solutions we have p r o p os ed  include e s t a b l i s h­
me n t  of a production credit program, similar to the p r o g r a m
de sc ri be d in SSSB 40; increasing the flexibility of the
Agricultural R e v o l v i n g  Loan Fund (ARLF) to restru ct ur e  
loans, and assisting in the o r ga n iz at io n of co m modity 
m a r k e t i n g  associations, as outlined in CSSB 120; and 
encouraging the pr ef erential use of A la sk a ag ri cultural 
products when state m o n e y  is used for purchases, as 
d es cr ib ed  in C SS B 57.

We have enclosed specific information about each bill with 
this letter, and a summary of our repor t  on agric ul t ur e in 
Alaska.

Please let us k n o w  if you need additional in formation about 
these bills or o u r  agricultural programs.

E st he r C. Wunnicke 
Commissioner

Enclosures
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Analysi s of the CS for SB 120

The CS for SB 120 allows the d e p a r t m e n t  to take a numbe r  of 
actions that w il l help solve current problems in agriculture.

Section 1 ( a ) (6) of the bill contains an addition to the 
statute wh ic h allows the C o m mi ss io ne r  to wo rk  w i t h  co mm od it y 
groups in e s t a b l i s h i n g  m a r k e t i n g  associations and allows her 
to provide a ss is t a n c e  in the form of m a t c h i n g  grants. There 
is interest am o ng  farmers in forming a s so ciations to m a r ke t 
products such as eggs, vegetables, beef, re i nd ee r and honey. 
This legislation wil l help farmers solve m a r k e t i n g  problems 
rela te d to p a r t i c u l a r  commodities.

A n o t h e r  a ddition to 1(a) of the statute, part (7), allows 
the C o m m is si on er  to control the w a r e h o u s i n g  of grain. Part 
(6) is added to Section 1(b) to control w a r e h o u s i n g  by 
r eq ui ri ng  b o n d i n g  and inspection of wa re ho us e  facilities and 
aud it in g of records. This will help protect farmers who 
store grain in o f f - f a r m  facilities.

Section 2 adds n e w  language to the statute w h i c h  allows the 
ARLF the fl ex i b i l i t y  to restructure farm loans and e xceed 
curr en t loan limits by 20 percent, if such actions are in 
the best interests of the state and w i l l  help promo te  a g r i­
culture in Alaska.

Section 4 raises the ceiling for the ARLF to $100 m i l li on  
from $75 million. This is n e c e ss ar y to accommodate future 
a pp ropriations to the fund w hi c h is c ur rently ca pi ta l i z e d  at 
$68 million. A l t h o u g h  the FY 86 ap pr op ri at i on  to the ARLF 
is expected to be no more than $2.5 million, if the $17.5 
m i l l i o n  in p r i n c i p a l  from clearing loans made to A l as ka  
A g r i cu lt u ra l A c t i o n  Council (AAAC) project p a r t i c i p a n t s  is 
ret ur ne d to the A R L F  rather than the general fund (this 
requires l e g i s l a t i o n ) , the current ARL F ceiling w o u l d  be 
e x c e e d e d .

Section 4 also e nlarges the AR LF  bo a rd  to seven m e m be r s from 
five and requires that four memb er s  instead of three have an 
A l a s k a  farming background. Incre as in g the size of the board 
w il l allow it to mo re  fully r ep resent the farming c o m m u ni ty  
and broaden its expertise.

Section 6 requires that ve ge table w h ol es al er s  o b t ai n bonds 
of $25 000 r a th e r than the cur re n tl y r equired $5,000. 
V e g e ta b le  growers are c on cerned that the c ur r en tl y r equired 
bond is not s uf fi ci en t to cover the v alue of v e g e t a b l e s  they 
provide to dea le rs  for resale.



Section 7 adds class IV soils to lands that w o u l d  be subject 
to agric ul tu ra l h o m e s t e a d  c l e a ri n g requirements. This 
a ddition to the statute wil l hel p to ensure that some 
acreage will be p r e p a r e d  for c ul ti va ti o n or put into 
p roduction on an ag homestead. Currently, 50% of the class 
II or III soils on an ag h o m e st e ad  mus t  be clea re d to gain 
title to the land. If the h o m e s t e a d  does not c o nt ai n class 
II or III soils, the c l e a r i n g  re qu irements do not apply. By 
addi ng  class IV soils to the requirements, the l ikelihood 
that some a c re ag e wil l requ ir e  c l e ar in g increases.
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SUMMARY

This second report to Governor Sheffield on the Division of 

Agriculture's programs and plans for agricultural d e v e l o p­

ment describes actions taken since the last report, proposes 

new actions, and discusses the current industry situation.

The Success of the Alaska Agriculture Community

Alaska's agricultural sector has grown by increasing margins 

in recent years, compared with a downward trend nationally. 

This is due chiefly to agricultural project developments at 

Delta and Point MacKenzie. Cash receipts for Alaska farm 

commodities grew by 10 percent between 1981 and 1982, and by 

16 percent between 1982 and 1983. This upward trend may be 

even more dramatic when final 1984 figures are released.

Production highlights for 1984 include:

o Crops

Barley harvest set an historical record with 525,000 

bushels harvested, 156,000 bushels above the 

previous record. This reflects production increases 

primarily from the Delta agricultural project. Oat 

production increased by 200 percent over 1983. 

Lettuce acreage increased by 20 percent. The 

largest potato crop since 1967 was harvested.



o Livestock

Dairying expanded as three new farms began operating 

at Point MacKenzie during 1984. Milk production 

increased three percent. A new milk-processing 

facility opened in Delta Junction. Milk production 

will grow at a faster pace in 1985 as 10 to 15 new 

dairy farms begin operation.

Meat marketing saw gains during 1984. The new meat- 

processing plant in Palmer had its first full year 

of operation in 1984 and Alaska-grown meat products 

became available in Anchorage in greater quantities. 

In Fairbanks, Alaska choice beef became available 

for the first time on a weekly basis, from animals 

fed in Delta Junction. A new livestock packing 

plant will open in Fairbanks in 1985, further 

stimulating interest in livestock production.

The primary opportunity for development of Alaska agri c ul­

ture is to meet in-state needs since relatively large 

markets are available. In order to meet this market o pp or­

tunity, the following objectives have been developed as the 

basis of programs and plans of the Division of Agriculture.

o Encourage expanded production of competitively- 

priced farm products from existing agricultural 

lands in Alaska;

o Increase the number of acres devoted to agricultural 

production in Alaska;



o Preserve options to allow for increased production 

in Alaska to meet potential in-state market

expansion and future export possibilities.

A cc om pl is h me nt s as a Result of the First Report

M uc h has been accomplished as a result of the State's under­

taking most of the actions proposed in the 1983 report to 

the Governor on agriculture. These actions had a direct

influence on the gains made in agriculture. Actions

include:

o Additional funding of the Agricultural Revolving

Loan Fund;

o Increased marketing service support programs;

o Additional funding of the Grain Reserve program;

o Support of Federal Crop Insurance;

o Provision of electrical power to Point MacKenzie;

o Construction of 20 miles of roads w i t hi n small

a g ri cultural sales;

o Sale of 4,500 acres of State land for agricultural 

d e velopment on 13 new farm parcels;

o Providing 7,260 acres for agricultural homestead

filing on 64 parcels.



The Action Plan for Alaska Agriculture

In order to assist Alaska farmers and others involved in 

agribusinesses, the Division of Agriculture recently 

conducted a major review of state agricultural programs and 

problems. The objective was to review and critique prior 

actions and accomplishments, and consider new trends and 

responses which could benefit Alaska's agricultural economy. 

Because of limitations on State revenues, the review 

centered around the development of an action plan that would 

not require extensive State funding to complete. The review 

process has led to the identification of six issues of 

concern, and proposals for actions to help enhance the

future of Alaska agriculture.

1. Issue —  Large debt of new farmers in Alaska

Action: Enact legislation to develop a p roduction

credit program available statewide.

Action: Investigate methods of restructuring farm debt

through partial releases, reduced farm parcel

size, and lease preferences on land returned to 

the state by current owners.

Action: Allow combining and splitting of agricultural

tracts and providing for farmsteads on new 

tracts.



2. Issue - 

A c t i o n :

Action:

Action:

Action:

Action:

Action:

Action:

3. Issue —  

A c t i o n :

Action:

Lack of market development

Enact legislation to allow and fund commodity 

a s s o c i a t i o n s .

Encourage preferential use of Alaska 

a gricultural products by state agencies.

Emphasize marketing assistance from Division of 

Agriculture personnel to farmers.

Reactivate milk industry advisory board.

Transfer state-owned railroad hopper cars from 

D NR to the Alaska Railroad.

Write, review, and adopt fertilizer regula­

tions.

Enact enabling legislation for grain w a r e­

housing control.

Confusion in land tenure requirements

Draft new language tor agricultural patents to 

conform to statutes.

Draft new agricultural interest regulations to 

protect farmers from non-judicial foreclosure.

- v -



Action: I nvestigate al ternative m e t ho ds  of financing

farm home construction.

Issue —  Need for continued enhancement. of the

Agricultural Revolving Loar. Fund

Action: Add two new board members to provide additional

e xp er t i s e  and farmer representation.

Action: Increase ARLF capita li za t io n to me et  financing

n e e d s .

Action: Enact legis la ti on  to allow for land-clearing

loan p ayments from Delta I,. Delta II, and Point 

M a c K e n z i e  to return to the ARLF and not the

g eneral fund.

Action: Provide greater contact between loan examiners

and borrowers.

Action: Increase loan board flexibility to meet m o d e m  farm

development requirements.

Issue —  Lack of a g en cy  coord i na ti on

Action: E st ablish an Agri cu l tu ra l Advisory Board to the

D e p a r t m e n t  of Natu ra l Resources.

Action: Examine the roles of the D epartment of Natural

Resources and the Department of Environmental



Conservation in inspection and grading of 

agricultural products.

Action: Seek increased coordination among the Division

of Agriculture, the Cooperative Extension 

Service, and the Agricultural Experiment 

Station.

6. Issue —  Lack of adequate federal involvement in Alaska

agriculture

Action: Encourage Agriculture Research Service activity

in Alaska through maintaining or expanding 

existing programs.

Action: Encourage the Farmers Home Administration to

increase its lending to Alaskan farmers.

Action: Encourage the use of Alaska agricultural

commodities by federal agencies in Alaska.

The Future of A l a sk a Agriculture

It is projected that receipts for selected agricultural 

sales in Alaska will grow to approxi ma te ly  $60 million on an 

annual basis b y  1990. This compares with about $18 million 

in 1983. Additional State capital appropriations needed 

to accomplish these objectives amount to approximately $28.5 

million, m o s t l y  over the next two years. To the extent that 

declining revenues do not allow this level of funding, even



though the largest component is for loans, the appropria­

tions would have to be made o v e r  succeeding years, delaying 

the anticipated benefits. Addit io n al  farm industry receipts 

during the period could total $164 million:

In addition to providing e x pa n d e d  economic activity, an 

additional 1,800 jobs could be created by 1990 by achieving 

the projected level of production. This would give signi­

ficant support to a diversified Alask an  economy.

The balance sheet for Alaska agriculture clearly shows an 

expanding agricultural sector. The number of producing 

farms in Alaska grew, by 100, from 360 in 1979 to 460 in 

1983. Despite falling realty values, assets increased to 

$185.8 million in 1983 compared with $160.3 mill io n in 1979. 

Equity was reported at $140.5 milli on  in 1983, whereas 

outstanding debt is reported at $45.2 million.

It is clear that agriculture in Alaska is now at a critical 

juncture, as it is for the entire nation. Some industry 

gains have been made, and new economic activity has been 

generated by this growing s e ct o r of the State's economy. 

The results of previous State investment are well- 

demonstrated and will continue to accrue through time. With 

m o d e s t  additional State investment plus regulatory and 

legislative solutions to current farm development and debt 

problems, projections of increased receipts and additional 

economic activity are achievable. This will assure a viable 

economic sector for Alaska agriculture into the next 

century.

- v i i i  -



A L A S K A  F A R M E R S  A N D  S T O C K G R O W E R S  A S S O C I A T I O N ,  I N C .
1985 Resolution Platform

The following resolutions were adopted by the General Assembly of the 
Alaska Farmers and Stockgrowers Association at its annual meeting, in 
Anchorage, on December 5, 1984:

1) Requesting the institution of a State Board of Agriculture, consisting 
of producers and a representative of the Governor's office, whose task is 
to act as a liaison between the industry, the Governor, and the Division 
of Agriculture.

2) Requesting that the State of Alaska put up at least two (2) storage 
bins in Seward for in-state storage and distribution of grain.

3) Supporting the establishment of favorable agricultural rates on the 
State ferry system and on the Alaska Railroad.

4) Requesting that in all instances where state institutions use or require 
agricultural products, they use Alaska-grown products when those products are 
in season, price competitive, and of a like quality.

5) Supporting right-to-farm legislation.

6) Endorsing the concept of a petition requesting a constitutional amendment 
which would protect agricultural rights on State lands.

7) Supporting the concept that all agricultural lands sold in the future
be disposed of by lottery only, and that they include agricultural development 
credits.

8) Supporting disposal of agricultural lands under the Homestead Bill enacted 
in 1933 to include soils classified as II, III, IV, V, and VI, and to specify 
that the lands be sold with agricultural rights, only, forever.

9) Supporting the development of a'policy which classifies as agricultural 
land those lands containing Class II and III soils which are suitable for 
grazing.

10) Encouraging the State to rework its land lease laws to better facilitate 
agricultural needs (including the incorporation of "option-to-renew" 
clauses.)

11) Requesting that duties related to the agricultural industry be transferred 
from the Department of Environmental Conservation to the Department of Natural 
Resources.

12) Requesting clarification of the conveyance of the agricultural rights 
title to guarantee the rights of the purchaser.



The Agricultural Development Committee and the Board of Directors of the 
Greater Fairbanks Chamber of Commerce urges your support for the following 
legislation to encourage agricultural development in Interior and South 
Central Alaska.

1. Support is urged for SB39 to build the roads and bridges necessary 
to develop both the agricultural and mineral resources in the 
Totchaket area of Interior Alaska.

2. Support is urged for the concept of production credits, as outlined 
in SB40 and SB154, to assist Alaska's agricultural industry in its 
early stages of development.

3. Support is urged for SB41 to increase from five years to ten years, 
the moratorium on payments for the sale of state land for agricultural 
purposes. This bill will assist Alaskan fanners in adjusting to the 
new worldwide economic conditions in agriculture.

4. Support is urged for the concept of SB42 as it relates to the transfer 
of land title from state to private ownership. This concept will en­
hance the ability of Alaskan farmers to obtain financing from private 
sector sources for agricultural production.

5. Support is urged for SB57, which would require a clause be inserted in
all state bids, requiring agricultural products originating in this 
state be used wherever competitively priced and available and of like 
quality as compared with agricultural products orginating outside the 
state.

6. Support is urged for SB110 to increase the amounts of long term loans
available from the State of Alaska to any one borrower for agricultural 
purposes. This legislation will increase the loan limits to be more
in line with the economy of scale necessary for economically sound, m o d e m
farming and will enhance the ability of borrowers to repay.

7. Support is urged for the concept of SB155, relating to the splitting and
combining of agricultural parcels, with the suggestion the bill be 
amended to allow the minimum parcel size be 320 acres. This legislation 
will permit increased flexibility in the development of economically 
sound full-time and part-time farming enterprises in Alaska.

8. Support is urged for SB120 to increase the limits of the Agricultural
Revolving Loan Fund, to assist in the establishment of Commodity 
Marketing Associations, and to increase the number of members on the 
Agricultural Revolving Loan Fund Board.



Karen 0. Lee
_ P.O. Box 871871
rfco 2  7 1985 Wasilla, Alaska 99687

Senator John B. Coghill 
Pouch V
Juneau, Alaska 99811

Dear Senator John B. Coghill;

I would like to request your help in remedying sane of the problems 
associated with the state's current attempt at agricultural development.

t  #

At present, there are sane crucial, and sensible, measures addressing 
this problem which have been introduced this session. I would like to urge your 
positive consideration of SB 110, raising the Agricultural Revolving Loan Fund 
loan linu-t per unit to $2 million; SB 154, establishing a system of production 
credits on agricultural sales to apply toward interest on state agriculture 
loans; and SB 155, allowing for adjustments in contractural requirements on 
agricultural interest parcels sold by the state.

Before discussing the merits of each bill, I should like to make a brief 
case for agriculture in Alaska, and for the state's having a role in the initial 
development of it.

Not least among the considerations is the fact that the State of Alaska has 
already decided to develop agriculture. Many Alaskans with belief in the good 
intentions of our state have been invited to participate. Chce in the program, 
we have been forced to put up very large sums of our own money, work and hopes 
for the future in support of a joint vision, ours and the state's. I annot 
believe that the purpose in all this was ‘jo  convince a few people to put our 
whole hearts into the enterprise and then end it. It is one thing for the state to 
ait its own losses; it as another thing altogether for the state to decide 
prematurely to cut the losses of itc individual citizens.

To reiterate the reasons for the state's original interest in the development 
of agriculture: it is a basic, job-creating, service-creating, renewable 
resource industry. It not only creates its own labor requirements; it creates a 
ripple effect throughout every community where it exists. For example, my farm 
creates employment for four families directly. Conmodities are hauled in and 
milk is hauled out; truckers are employed at both ends. In Anchorage, the milk 
is processed by more employees, and distributed by still more. Another company 
manufactures plastic jugs for the milk. All this demonstrates the well-known 
econanic fact that a dollar produced by a basic industry circulates many times 
more than a service or retail dollar does.



agricultural bills— page two

I grew up in Alaska, and I can attest to the accuracy of the economists1 
observations. There is one major difference between the Alaska of the 195(7 s 
and the Alaska of the present, and that is the general affluence. That affluence 
is due to the building up of a large public and service network based on another 
basic industry, resource extraction. Without that basic industry, there would 
be no affluence. Without the incentives, particularly those at the federal level, 
urging on the oil companies to explore and the mining canpanies to keep looking, 
there would be little but fishing in Alaska right now which could qualify as a 
basic industry.

The. problem with resource extraction as the basic industry of choice, of course, 
is its volatility. The warnings on oil have been sounding for seme time now.

I believe strongly that we must develop what other basic industries we are 
able to in the time remaining to us, with the funds fran other extractive industries 
which we still have caning to us. Agriculture, mining, fishing and tourism thus 
became, as I see it, the major areas for expansion, rather than contraction, in 
state spending in the caning years of waning oil revenue. At sane point, w e  are 
not only going to have to be weaned from oil, we are going to need sane other 
basic to replace it. Otherwise, we will be stuck with a state of shopping centers 
and state and service employees, and no one to provide the basic dollar on which 
they all feed.

Agriculture has earned its place in the line-up of future basic industries 
supporting the state's economy, even though it- is still barely half-way to its 
goal of self-suffiency. It has perservered t'irougn decades of neglect, lack of 
infrastructure, lack of marketing cohesion, lack of fair labeling laws, lack of 
sufficient ;volume of either land or product, and lack of sufficient state 
encouragement. Even so, there are now farms which have been in existence since 
the 1930's and 1940's.

All statistics available indicate that a self-sufficient agriculture industry 
happens naturally when 500,000 acres are in production. WO have a ways to go to 
meet that goal, as outlined in the Governor's Agricultural Task Force Report of 
May 18, 1983. I believe that if the fundamental precepts outlined in that 
document and others preceding it are followed, and funding is kept at the levels " - 
recommended in that report, the success of agriculture in Alaska will be assured.

As to the specifics of the bills, SB 110 and SB155, when considered together, 
actually constitute a cost-cutting device. In the case of the Point MacKenzie 
Agricultural Project, for example, the 19 dairies required in the original configuration 
would have been eligible for, and would have needed, $1 million each, or a total of 
$19 million. At that, many of the units would not have been of an efficient size, 
and those which were would have been grossly undercapitalized.

Should the bill allowing consolidation of units be approved, five consolidated 
farms and six' single farms are likely to result at Ebint MacKenzie, making the total 
loan requirement $16 million, a savings of $3 million. (Five at $2 million; six at 
$1 million each.) Moreover, the total number of cows producing milk will actually 
be higher than in the original plan, a fact which is crucial to the survival of the 
finished product marketing arm, Matanuska Maid.
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ihe original Point MacKenzie feasibility study was written seven years ago.
Even then, the study clearly stated that the most efficient farm was the largest 
size studied (150 cows). Since that time, building costs have increased by huge 
increments. So have insurance, workmen's compensation, feed, labor, equipment, 
fertilizer, and so on.

In the past seven years, the industry as a whole has undergone a number of 
ctinges tending to force farms into larger sizes for efficiency of production.
It is likely that this trend will increase, rather than subside, especially if 
President Reagan's proposed new farm policy is instituted nationally.

Consolidation and an increase in unit loan limits will insure that Point 
MacKenzie dairies came on line in configurations that will allow than to compete 
with shipboard milk. The ship milk is produced on farms being subjected to great 
national pressure to become larger and more efficient. If we are to compete, we 
too must become larger and more efficient. Building 19 units, many of which will 
be small expensive anachronisms on the day they open, does not make economic sense 
for the fanner, for the state, or for the consumer.

National statistics indicate that the farms now in trouble are those with 
between $50,000 and $500,000 in gross annual revenues. Mjusted for pricing 
differentials, the Alaskan figures would more likely be between $60,000 and 
$700,000. At present, only a few farms in Alaska exceed that volume. Anything 
under $60,000 could be considered a hobby with the owner/operator making the 
main living elsewhere. Tb earn over $700,000 a dairy farm would have to milk 
240 cows, and milk them well. A 240-cow farm in Alaska costs a minimum of $2.5 
million to build, stock and plant.

t
With the recent loss of a significant percentage of its stability and pricing 

levels at the market, the dairy industry in Alaska is particularly vulnerable right 
now, and particularly in need of a mechanism for consolidating both land and debt 
to a point that will again allow them to operate with positive cash flows. Between 
them, SB 110 and SB 155, would be of iirmense help in preserving the gains that 
have been made in the dairy industry. And, as I, mentioned earlier, they will save 
money in both the short and long runs.

Other areas of agriculture would be similarly oenefitted by the measures. Delta 
would bs;came more flexible in the handling of their lands; possibly converting some 
of the farms into th<=> part-time lower-gross category while still maintaining the 
same amount of planted acreage. Hog farms and beef feedlots are as capital-intensive 
as are dairy farms; with the rise of inflation over the past decade, it would not 
be possible to build either of these enterprises to an efficient level for the 
current loan limits. The state has invested significantly in the processing ends 
of both the meat and milk industries. It seems foolish to expect these investments 
to pay off if there are not to be any large hog farms, no big beef feedlots and 
no large dairy farms.

There has been much concern expressed over the delinquency rate of current 
ARLF loans. I think that is a problem that will take care of itself once farming 
has actually been developed, rather than developing. Once the industry has grown 
to the sufficient volume to be interrelated and profitable, the private financing 
industry will be only too glad to take over the responsibilities. For now, it must 
be remembered by policy makers that ARLF is in the business of developing a new 
basic industry, literally from the woods. They are not loaning to a new hamburger 
outlet for a simple return on invested capital. They are trying to get Alaskan 
agriculture to the point where we could sell our own hamburgers, not just eat the
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ones that cane in from Argentina. When reading the negative reports fran 
Legislative Audit and the Budget Office, this ultimate larger purpose should 
be recalled.

As for SB 154, dealing with production credits, I favor this mechanism 
simply because it promises seme benefit to those who have been tryirvg the 
hardest to make the agricultural system work. The way it is now, those of us 
why have been working hardest and longest, thus losing the most money, are the 
ones getting hurt. Those who have been planting for years at Delta, with only 
a modicum of state encouragement, or who began producing milk at Point MacKenzie 
before they absolutely had to, would at least get the benefit of same reduction 
in carryover interest debt. In the case of the Roint MacKenzie farmers, the 
state in its capacity of creamery owner has held the price of milk down because 
of a state moratorium until late 1985 on state loan repayments. That sounds all 
right, until you remember that if the interest is not forgiven, it will have cost 
every farmer about $80,000 for that moratorium. There is no way to recoup that 
loss without production credits.

To summarize, SB 110 and SB 155 will act quickly to maintain the dairy 
industry in Southcentral Alaska, and enable the other areas of agriculture to 
became more efficient and to develop according to the overall plan. SB 154 will 
not involve an appropriation, and will greatly aid those who have been the losers 
so far in the struggle to develop agriculture in Alaska.

I would be happy to supply more information, either general or specifically 
from my own Point MacKenzie operation, should you decide that that would help 
you in your deliberations.

Thank you for taking your time in a busy 120-day session to listen to these 
concerns.

Sincerely,

Owner
Tract 30 Point MacKenzie



J o s e p h  P a t r i c k  C a n g e
C e r t i f i e d  P u b l i c  A c c o u n t a n t  

B O X  4 - S 4 7 F S B 2 a
A N C H O R A G E .  A L A S K A  9 0 5 0 0

T E L E P H O N E  ( 0 0 7 )  3 4 4 - 5 0 0 0

F e b r u a r y  18, 1985

Arliss S t u r g u l e w s k i  
C h a i r m a n  R e s o u r c e s  Committee 
A l a s k a  State Senate 
P o u c h  V
Capi ta l B u i l d i n g  
Juneau, A l a s k a

Dear Arliss:

Pu r su an t to our c o n v e r s a t i o n  yesterday, I am su bm it ti n g 
data r e g a r d i n g  Senate Bills Nos. 110 and 155. Before I 
address these items, however, I would like to express my 
thoughts on the a g r i c u l t u r e  industry.

First I a sk "Can the dairy industry be v i a b l e ? "  Yes. Our 
figures indi ca te  that we can provide m i l k  that is c o m p e t i­
tive w i t h  O u t s i d e  m i l k  because of the freight a d v a n ta ge  
that exists. The a d di ti on al  total cost of p r o d u c i n g  m i l k  
loca ll y v e r s u s  O u t si de  is less than the freight on mi lk  
shi p pe d fr om  Seattle.

The goal at the T u c k e r  d airy is to produce m i l k  at the 
lowest cost po ss ib le  per unit of milk produced. The local 
dai r ie s mu st  be as efficient and as well m a n a g e d  as Outside 
dair ie s or th ey  cannot compete in the local m arket place. 
Most of the local d a i r ie s have never become ef f icient 
e n o u g h  to b r i n g  their o p e r a ti ng  costs dow n to be c o m p e t i­
tive wit h O u ts id e dairies. For example, our cost of feed 
is $4.29 per d a y  per cow w h e n  we bring in s o y b ea n meal and 
b a r l e y  in b u l k  and mix our own feed. The cost of this same 
feed p u r c h a s e d  l o ca ll y  is $1.00 per day per cow more. That 
$1.00 savings is the farmer's profit on the m i l k  produced.

SUBJECT: S E NA TE  BILLS



H istorically, the vari ou s  State ad m in i s t r a t i o n s  have h ad 
no com pr eh e ns iv e plan. Thus, agri cu l tu re  has been an 
unorganized, u n p l a n ne d and p oo rl y a dm in i s t e r e d  industry. 
This s it uation has left A l a sk an  a g r i c u l t u r e  in a state of 
chaos and near bankruptcy. It is not too late to save 
agriculture. Ma ny  things must be done and many changes 
in policies and pr a ctices must i mm ed i at el y take p lace if 
we are to save the industry.

We are fortunate that for the first time in A l a s k a n  a g r i­
cultural hist or y we n o w  have a C o m m i s s i o n e r  who is 
g en ui ne ly  co ncerned about agriculture. She is w i l l i n g  to 
change ob solete policies and thinking and is doing the 
things n e c e s s a r y  to save the in dustry —  and the state's 
investment. This is the d i r e c t i o n  in w h i c h  Esther W u n n i c k e  
and D e pu ty  D i r e c t o r  James K. Barnett are embarking. Senate 
Bill No. 110 and Senate Bill No. 155 are a vital part of 
that c o m p re h en si ve  plan that will make the dairy in du st r y 
v i a b l e .

SENATE BILL NO. 110 
Proposes in c re as in g loan limits of the A g r i c u l t u r a l  
R e volving L oa n  Fund (ARLF) from $1,000,000 to 
$2,000,000

A number of things have made this increase necessary.
1. W h e n  the State's figures were done in 1979 (see 

Exhibit A "Potential M i l k  P r o d u c t i o n  in the Point M a c K e n z i e  
area of S o u th ce nt r al  Alaska") the Co nsumer Price Index was 
233.2 (1/1/80). T o d a y  the Con s um er  Price Index is 316 
w h ic h is a 36% increase in costs since 1/1/80.

2. The initial plan at Point M a cK en zi e was for the 
est ab li sh me nt  of 19 small fa mi ly - r u n  dairies. However,
the $200,000 cash r eq uirement for even the smallest d ai ry  
prohi bi te d the b u i ld in g  of these smaller dairies. The 
larger dairies a c t u a l l y  being built require more total 
borrowing, but resul' in lower b o r r o w i n g  per cow.

3. The State's figures (see page 7 of Exhibit A) 
showed that the total capital investment for a 150-cow 
facility was e s t i m a t e d  to be $1,241,711. However, these 
n umbers do not include housing, w o r k i n g  capital or 
m a c h i n e r y  costs. T h es e add an a d d i t i o n a l  $500,000 to the 
1979 figure of $1,241,711.

Arliss Sturgulewski
F ebruary 18, 1985
Page Two



4. Current farms are u n d e r c a p i t a l i z e d  and there is 
no other source of funds available. T he current dairies 
a r e :

Arliss S t urgulews ki
February 18, 1985
Page Three

T u c k e r  D airy 
Lee Dairy 
James Dairy 
Rudgers D a i ry

T O TA L

F ac il i t y
Size

1190

A c tual
Cows

610

Difference

480 cows 360 120 cows
300 cows 160 140 cows
260 cows 40 220 cows
150 cows 50 100 cows

580

It does not uake sense to create facilities and then not 
p r o vi de  i na de q ua te  funds for cows. T h e s e  dairies are all 
up again st  the $1 000,000 loan limit, but ne e d a dditional 
funds to b ri ng  these dair ie s up to m a x i m u m  capacity.
I ic re as in g  the loan limit will a l l o w  these dairies to be 
brought up to 100% mi l k p ro ducing potential. This will 
generate the grea te st  return on scarce funds because of 
a be tter u t i l i z a t i o n  of existing facilities.
E very cow g e n e r a t e s  $3,000 in revenues for the farm. In 
addition, a c c o r d i n g  to M a t a n u s k a  Maid each a d d i t i o n a l  cow 
g e ne rates $420 per year in a dd i ti o n a l  net income for the 
c r e am er y  (see Exhibit B).

580 a dd it i o n a l  cows x $420.00
= $248,600 a dd it io n al  net income to the creamery.

SENA TE  BILL NO. 155 
P ro po se s the s pl it ti n g and c o m b i n i n g  of agri cu l tu ra l 
parcels

This change is n e c e s s a r y  for the following reasons.

1. By c o n s o l i d a t i n g  parcels the total capital 
r equired per cow is s u b s t a n t i a l l y  less. In our case, c o n­
solida t i o n  r e du ce d  capital investment per cow by 32%.
This creates more c om pe t i t i v e  fixed cost and lowers debt 
re quirement per cow. Boyd Buxton, noted d a i r y  a u t h o r i t y  
w ho has done w o r k  for the Deprrtment of Agriculture, states
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"The investment per cow in d ai ry  b ui ldings and eq uipment 
is s u b s t a n t i a l l y  less on larger than on s m a l le r dairies 
regardless of re gion." (See Exhibit C, Page 14 " Ec onomic 
Po licy and T e c h n o l o g y  Facto rs  A f f e c t i n g  H e r d  Size and 
R e g i on al  L o c a ti on  of U.S. M i l k  Production").

2. The o p e r a t i n g  costs, i n c l ud in g interest expense 
per cwt of mil k produced, are lower on larger d a i ri es  than 
on smal le r dai ri es  because of the pr in ci p le  of e co nomies
of scale. The T u c k e r  d a i r y  ope ra ti n g costs per cwt of milk 
p r o d u c e d  are 267, lower on one large d a i r y  than they would 
be on four small er  dairies. Boyd B u xt on  states "Based on 
w ho le  farm budgets, the larger dairi es  w i t h  500 cows or 
more are more p r o f i t a b l e  than sma ll e r d a i r i e s . "  (See 
Exh ib it  C, Page 27).

3. Most of the Point M a c K e n z i e  parcel owners have 
little or no e x p e r i e n c e  in the d a i r y  industry. Therefore, 
it is imperative that the dairies hire com pe te n t d a i r y  m a n­
agers to insure a success fu l and well m a n a g e d  farm. C o n­
soli d a t i o n  makes this fi na n c i a l l y  possible.

4. C u r r e n t l y  m a n y  dairies have a l r e a d y  joined 
together in c o o p e r a t i v e  efforts as follows:

Dairy West joined two b o r o u g h  parcels tog et he r
T u c k e r  Dairy joined four separate par ce ls  t o g e th er
Wrig h t Dairy joined two parcel tog e th er
James Dairy joined two parc e ls  tog et he r
Shoone Dairy joined two parcels t og e t h e r

These joint efforts have b e e n  n e c e s s i t a t e d  due to the 
simple economics of the d a i r y  industry. The d ai ry  
i nd us t r y  needs Senate Bill 155. Not p a s s i n g  Senate Bill 
155 w ou i place a defi n it e h a r d s h i p  on these dairies and 
could result in t he i r b a n k r u p t c y  and thus the ind u st ry  os 
w e l l .

5. The c o n s o l i d a t i o n  of dairi e s is in c o m p l i a n c e  
w it h the intent of the initial sales b r o c h u r e  d at ed  
S e p t e m b e r  11, 1982 (see Exhibit D) w h i c h  states "The m a j o r  
o bj ec t i v e s  are to st im ul at e in-state m i l k  production, to 
pro v id e m i l k  to A l as ka  co n sumers at a c o m p e t i t i v e  m arket 
p r i c e , and to assist in g a i n i n g  ag ri c u l t u r a l
s e l f - s u f f i c i e n c y  fo r the State of A l a s k a . "  On ly  through 

c o n s o l i d a t i o n  can we be competitive.
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6. The c o n s o l i d a t i o n  of parcels will eli mi n at e u n n e c­
essary d u p l i c a t i o n  of b ui ldings and machinery. This will 
u b s t a n t i a l l y  reduce the b o r r ow in g  r e q ui re d from the ARLF. 

I here is c u r r en tl y not e n o u g h  m o n e y  in the AR LF  to devel op  
all the re maining parcels and the reduc e d capital needs 
r es ulting from c o n s o l i d a t i o n  will help lessen the demands 
on A R LF  funds. In our case, the AR LF  has only $1,000,000 
i n vested in one 4 8 5 - c o w  fac il it y instead of a po ss ib l e 
$4,000,000 in four 120 -c o w dairies.

I have also enc lo se d e a rl ie r  c o r r e s p o n d e n c e  related to 
Point Ma cKenzie that y ou might find helpful. T h e y  are:

Exhibit E 
Exhibit F 
Exhibit G 
Exhibit H

1/1/84 Jalm ar  K e r t tu la  
6/22/84 Bob  Heath 
9/14/84 Dean Brown 
1/17/34 James K. Barnett

The passage of Senate Bills 110 and 155 are m a n d a t o r y  if 
we are going to w o r k  toward a successful, p rofitable and 
f i n a n c i a l l y  strong d a i r y  industry that will produce d ai ry  
products for A laskans at a compet i ti ve  price.

T h a n k  you for your a t t e n t i o n  to this v e r y  important matter. 
If I c an be of any furt h er  assistance, please do not 
h e s it at e  to give me a call.

cc: Esther W u nnicke
James K. Barnett 
M ik e Szymanski 
J an Faiks 
Jalm ar  Kerttula

B i l l  H e i m
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TESTIMONY BY 

James V. Dr*-w 

Before the Senate Comrni :tee on Resources 

Juneau, Alaska 

March 13, 1985

M/ name is Jarnes V. Drew. I live at 4725 Villanova Drive,

Fairbanks, Alaska. I have been associated with agricultural 

development in Alaska during the last ten years as Director of 

the Agricultural and Forestry Experiment Station, University of 

Alaska-Fairbanks. I very much appreciate the opportunity to 

testify today before the Senate Committee on Resources during 

hearings on agricultural legislation.

My testimony rests on the premise that expanded agricultural 

development in Alaska is in the best, long-term interest of 

Alaskans. Sound development of an agricultural industry can 

provide cost-effective farm production and diversify Alaska's 

almost total economic dependence on petroleum prices. I believe 

that a number of bills under consideration this year are 

important in strengthening and expanding Alaska's agriculture.

I also recognize that current economic conditions in the 

agricultural industry nationally create a difficult environment 

for advocates of agricultural development in Alaska, During 

recent weeks the news media have carried stories about farm 

foreclosures across the U.S. These foreclosures reflect a U.S. 

farm credit crisis resulting frc declining farmland prices, high 

interest rates, and low prices for agricultural commodities.
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Why, in view of these difficult times for American farmers, 

should we continue agricultural development in Alaska? Three 

reasons are important.

1. Alaska has approximately three millions acres of 

potential agricultural land in state ownership near the 

existing road and rail belt. This land could be 

transferred from state to private ownership for farm 

development and long-term productivity. Top farmers in 

the Delta and Point MacKenzie afe'as and elsewhere in 

the state have demontrated that crop and livestock 

products of high quality can be produced in Alaska when 

good management is used.

2. Agricultural development, in concert with other 

resource development including timber production and 

mining, can provide the economic productivity necessary 

to support and improve transportation on Alaska's 

existing road and rail system. It can create a 

desirable settlement pattern for adjacent land, 

particularly where other resource developments are 

unlikely. In the more remote areas of western Alaska, 

an expanded reindeer industry can provide economic 

productivity from the tundra rangeland. Unlike 

petroleum extraction, agricultural development will not 

provide massive amounts of revenue to state government; 

it will provide opportunities and jobs for people.



3. Additional sales of potential agri. •'•ural land will

permit Alaska's aqriculture to e x p t , n : eyond the stage

of an infant industry. As the volume of agricultural 

production increases, the costs of producing, 

processing, and marketing agricultural products will 

become competitive with those in other agricultural 

regions. Thus, subsidies necessary for the existing, 

infant, agricultural industry can be reduced and 

eventually eliminated.

It is unlikely that today's economic conditions in U.S. 

aqriculture will persist in the long-term, although some 

restructuring of the industry will undoubtedly occur. 

Unfortunately, current economic conditions in the U.S. timber and 

mining industries are also substantially below previous levels.

In the long run, however, the development of Alaska's 

agricultural industry will Drovide economic and social benefits, 

particularly in areas of the state where opportunities for the 

development of other resources are limited.

With these benefits in mind, and with 200 years of 

agricultural history in Alaska, whv does the state not have a 

mature agricultural industry today? Why is it that annual cash 

receipts from farming total $14.3 billion in California, $6.7 

billion in Minnesota, $2.7 billion in North Dakota, but only $16 

million in Alaska, only half as much as Rhode Island's $32 

million.



A major reason is that virtually all of the potential 

agricultural land in Alaska was held by the state or federal 

government during the time agricultural development was occurring 

in other states. Unlike other resource industries, crop 

production agriculture cannot develop effectively in the U.S. on 

land owned by government. Eecause of limited acreage in private 

ownership, Alaska's farmers could not take advantage of economies 

of scale associated with farming elsewhere. In addition,

Alaska's economic infrastructure, including the transportation 

system, did not facilitate supplying farms with needed materials 

or marketing agricultural products. Thus, the cost of producing 

and marketing agricultural products was high.

Now that agriculture is fully developed in California, 

Minnesota, and North Dakota, Alaskans who are not farmers tend to 

forqet that hundreds of millions of.dollars were spent by 

government in developing irrigation projects to make California's 

agriculture cost-effective. They forget that government spent 

hundreds of millions of dollars to provide inexpensive barge 

transportation on the Missouri and Mississippi Rivers to make 

agriculture in Minnesota and North Dakota cost-effective.

In short, agriculture did not develop unassisted elsewhere 

in the U.S. In all states, it took investments from government 

as well as the private sector. But these investments created new 

wealth from land resources that would not have been productive 

otherwise.
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Several bills introduced in the Alaska State Legislature 

this year will assist in the development of a productive and 

cost-effective agricultural industry in Alaska.

S3 40 and SB 154

The concept of production credits outlined in SB 40 and SB 

154 will provide incentives necessary for Alaska's agricultural 

industry during its current stage of development. Production 

credits are a means of reducing the debt load of farmers who 

purchased land from the state of Alaska in 1978 to 1982 when the 

farmland prices in the U.S. were higher than at any other time in 

the nation's history. These high prices tended to inflate the 

price of undeveloped agricultural land sold by the state.

A system of production credits to reduce the farmer's debt load 

is a mechanism that government can use to increase farm 

production and enhance the economic viability of new farming 

enterprises in Alaska.

SB 41

Equally important in assisting Alaska farmers to succeed in 

difficiult times for farmers nationally is SB 41, a bill to 

extend the moritorium on payments from 5 to 10 years. This will 

help farmers through the perod of land clearing and farm 

development when productivity is low, and enhance the opportunity 

for successful farm development in the long-term.

SB 120

SB 120 is needed to authorize an inr-ease in the 

capitalization of the agricultural revolving loan fund, to assist 

in the establishment of commodity marketing associations, and to
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increase the number of members on the board of the agricultural 

revolving loan fund.

Land Title

Successful development of a long-term agricultural industry 

in Alaska requires that farmland remain available for crop 

production and not be shifted to other, irreversible uses. 

However, if the mechanism that accomplishes this prevents the use 

of the land as collateral in obtaining aoricultural development 

or operating loans from private financial institutions, then 

successful agricultural production is unlikely to occur even 

though the land is protected for agricultural use. I strongly 

urge administrative or legislative measures, developed in concert 

with the private financial community, that will enable Alaskan 

farmers to retain land for agricultural use, but also permit them 

to have the same opportunities to obtain credit that are 

available to farmers in other states.

SB 57

SB 57 is designed to enhance the marketing of agricultural 

products produced in Alaska. It would provide a clause in all 

state bids to require the use of agricultural products 

originating in Alaska if these products are competitively priced 

and of like quality when compared to agricultural products 

originating outside the state.

SB 110 and SB 155

SB 110 to increase the amounts of agricultural loans 

available from the state of Alaska to any one borrower, and SB 

155 relating to the splitting and combining of agricultural
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parcels will provide flexibility for developing economically 

viable farm enterprises in Alaska. Farming has long been a 

capital intensive industry. The amounts of loans from private 

financial sources to U.S. farmers are based on the abilities of 

the farmers to repay the loans, and not on arbitrarily imposed 

limits. Loan limits may create failure in the very situation the 

loan was designed to assist by not providing sufficient capital 

to permit an economically successful farm enterprise. In the 

best case, there should be no loan limits; instead the amount of 

the loan should be granted on the basis of a thorough and 

professional examination of the proposed farming enterprise. 

Nevertheless, increasing the loan limits as provided by SB l.'O 

will permit the loan fund to service modern agricultural 

development in Alaska more effectively.

S3 155 will permit the splitting or combining of 

agricultural parcels sold as part of an agricultural development 

project to assist in the development of economically sound, 

full-time and part-time farming enterprises. Farms of a certain 

minimum size, depending on the farming enterprise, are necessary 

to support successful, full-time farming businesses. Smaller 

farms may be satisfactory for part-time farms where other income 

is available off the farm.

There is a tendency in urban Alaska to perceive that 

agricultural development may take place successfully with onlv 

part-time farms. The argument is that off-farm employment can be 

used to subsidize the development of the farm. Two thoughts must 

be kept in mind. First, the part-time farmer reguires employment



off the farm. Thus, the development of oart-time farms is 

dependent on the successful development of other sectors of the 

economv near the farms to provide jobs for part-time farmers. 

Second, successful part-time and full-time farms require a 

well-developed, efficient infrastructure for supplyinq farm 

inputs and marketinq farm outputs. The volume of purchases and 

production from full-time farms is necessary to support this 

essential infrastructure.

Financial differences between full-time and part-time farms 

are illustrated by national statistics. In 1981, U.S. farms that 

sold 2100,000 or more in farm products accounted for 68.4 

percert of cash farm receipts and earned 219.9 billion. At the 

other end of the spectrum, farms that sold less than 220,000 each 

in products collectively accounted for 6.5 percent of cash farm 

receipts and lost 21.6 billion on farminq. Nevertheless, these 

small farms had family incomes above the U.S. averaqe because 

their farminq losses were offset bv 229 billion in nonfarm 

income.

SB 39

SB 39 will provide an appropriation for the roads and 

bridoes necessary to develop the aqricultural, mineral, and 

recreational resources in the Nenana-Totchaket area of interior 

Alaska. Expandinq aqricultural production in this area will 

increase the volume of aqricultural commodities produced in 

Alaska. As in any other industry, increased volume will reduce 

the cost of aqricultural production and marketinq and increase 

the competitiveness of
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Alaska's aqricultural commodities. Moreover, expanding Alaska's 

grain and livestock production in the proposed Nenana-Totchaket 

project will insure against vagaries of weather or plant diseases 

that could reduce yields in existing agricultural areas. Reduced 

grain yields, in turn, could jeopardize livestock producers who 

need a reliable source of grain and processors of animal products 

who need a reliable source of animals. Consequently, it is 

desirable to produce grain and livestock in more than one area of 

Alaska. The Nenana-Totchaket will provide this option. Access 

roads and bridges provided by S3 39 are essential for the 

successful development of farmland in this area.

Aqricultural Research and Education

Progress in agricultural development supDorted by the Alaska 

State Legislature durinq the last ten years includes the 

development of naw lands for farming, the construction of 

essential access roads and electrical power to farms, and the 

construction of processina facilities for agricultural 

commcJities. Modern commercial aqricultural, however, is a high 

technoloqy industry. Its ability to compete depends on the 

continuing development and application of new technologies for 

crop improvement, weed and disease control, livestock health and 

nutrition, fertlizer efficiency, and improvements for processing 

and marketing aqricultural commodities.

All successful agricultural industries in the world have 

government-supported research and teaching programs to develop 

new technologies. These programs are supported by government 

because individual farmers, unlike large industries, cannot amass
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sufficient capital individually to conduct essential research.

In the U.S., agricultural research is done by the system of state 

agricultural experiment stations in land-grant universities.

Crop varieties used in Alaska were either developed by or 

tested by scientists at the Alaska Agricultural and Forestry 

Experiment Station which is administered by the University of 

Alaska-Fairbanks (UAF). Essentially all management practices for 

crops and livestock in Alaska that are recommended by the 

coope&tive extension service or state agencies were developed by 

the experiment statior

Now, however, demands for improved crop varieties, 

fertilizer recommendations, disease and insect control, animal 

health, and farm management systems for new agricultural land 

exceed the resources and facilities of the experiment station.

In recognition of UAF's role as a land-qrant university to 

supDort research and teaching for agricultural development in 

Alaska, UAF included an increment package in its FY 86 budget 

request to support research and education for Alaska's 

aqricultural development plan. I strongly recommend the increment 

package. Adequate research and education are essential ror the 

development of a cost-effective aqricultural industry. Lack of 

an effective program now will fail to provide competitive 

technologies for Alaska's farmers three to five vears in the 

future.

Summary

The importance of agricultural development in Alaska was 

highlighted for me in a program presented last week in Fairbanks
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by Dr. Theodore Malloch, an interational economist with the U.S. 

Department of State. While discussing international trade, Dr. 

Malloch informed us about increases in exports from service and 

information industries in the U.S., and about our imports of 

resources and manufactured goods from overseas.

During the question period, I asked Dr. Malloch's advice 

and recommendation for economic development in Alaska as related 

to possible international trade. He responded that Alaska must 

divesify its economic base and that our only alternative for 

increased trade is to develop our basic resources of mining, 

agriculture, timber, and fisheries.

Agriculture has an important role in Alaska’s future, 

particularly in areas where potential aqricultural soils occur 

and other major resources are limited. In these areas, the 

development of cost-effective agriculture can provide economic 

opportunities for Alaskans, enhance communities, provide 

employment, and place relatively extensive areas of state-owned 

land in private ownership. It can help meet the policy 

established in Article III, Section I of Alaska's Constitution, 

"... to encourage the settlement of (Alaska's) land and the 

development of its resources by making them available for maximum 

use consistent with the public interest."
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RE= S B  120/C H A N G ES IN  AG LAWS

WE UNDERSTAND T H I S  B I L L  WOULD IN C R E A S E  TH E At. LOAN C E I L I N G  
FROM j M IL L IO N  TO 2 M I L L I O N ,  WE ST R O N G L Y  O PPO SE T H I S  IN C R E A S E ,  A 2 
M IL L IO N  LOAN C E I L I N G  I S  U N R E A L I S T I C  AND U N R E A SO N A B LE , THE I N T E R E S T  ON 
T H I S  LARG E LOAN WOULD BE C L O SE  TO OR MORE THAN A F A R M 'S  Y E A R L Y  G RO SS 
IN CO M E,
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A P R IL  15, 1985 •••• DELTA PGM

T O : SE N A T O R S C O G H IL L ,  P A I L S ' , FERG U SO N , P ., F I S C H E R ,  HALFO RD ,
K E R T T U L A  AND S A C K E T T  AND R E P R E S E N T A T IV E  S H U L T Z

FRO M : M IK E  C A R L SO N , P . O .  BOX 9 5 3 ,  D E LT A  J C T .  , AK 9 9 7 3 7  1-1:
8 9 5 - 4 8 1 9 '  U : 8 9 5 - 4 6 9 7

R E :  S B  120

URGE P A S SA G E  OF 1 20  SO I T  CAN A T L E A S T  GET A F U L L  SE N A T E  H EA RIN G  * 
I T  DOES NOT SEEM  TO B E  A C O S T L Y  B I L L  AND R E A L L Y  DOES NOT CHANGE 
T H E S T A T E  F IN A N C IA L  P I C T U R F . I T  DOES C LE A N ' UP SOME PRO BLEM  
A R E A S  *

A P R I L  1 5 ,  1 9 8 5  -  D E LT A  POM

T O : SE N A T O R S C O G H IL L ,  F A I R S ,  FERG U SO N , P .  F I S C H E R ,  HALFO RD ,
K E R T T U L A  AND S A C K E T T  AND R E P R E S E N T A T IV E  S H U L T Z  .

FRO M : M IK E  CARLSON', P . O .  BOX 9 5 3 ,  D E LTA  J C T . ,  AK 9 9 7 3 7  ' H:
8 9 5 - 4 8 1 9  U : 8 9 5 - 4 6 9 7

R E : S B  4G

T H E N E G A T IV E  F I S C A L  NOTE A TTA CH ED  I S  U N R E A L I S T I C .  I  TH IN K  THE 
F I G U R E S  MAY R E F L E C T  A L L  A G R IC U L T U R E A L  S A L E S  NOT J U S T  THOSE W ITH 
S T A T E  LO A N S. A L S O , I S N ’ T I T  J U S T  AS S P E C U L A T I V E  TO A N T IC IP A T E  
L O S S  AS I T  I S  TO A N T I C I P A T E  G A IN ?  A G U ESS A S TO L O S S  FAS NO MORE 
M E R I T  THAN A G U E SS  OF G A IN .

EOM

t



Amendments to CSSB 120 (Resources)

[/I. p. 2, l i n e  24; add: and processed fe e d s . 0 K

2. l / p. 3, l i n e  16; change: 20 percen t to 50 p e rce n t .

3. V 'p . 4, l i n e  6; change: 20 percen t to 50 p e rc e n t .

4. p. 4, l i n e  27; add: o r h o r t i c u l t u r e  a f t e r  a g r i c u l t u r e . 0 / C ^
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Economics of Agriculture

Much has been s a i d  and w r i t t e n  r e c e n t l y  a b o u t t h e  p r o b l e m s  i n  

A la s k a n  a g r i c u l t u r e .  T h i s  s h o u ld  n o t be a t a l l  s u r p r i s i n g  g iv e n  

th e  p ro b le m s i n d i c a t e d  i n  th e  n a t i o n a l  m ed ia f o r  U .S . a g r i c u l t u r e .  

P u t as b r i e f 1 y as p o s s i b l e ,  h ig h  d e b t lo a d  and low  m a r k e t p r i c e s  

have been m a jo r re a s o n s  f o r  th e  p r e s e n t  d a y s i t u a t i o n  b o t h  i n  

th e  c o u n t r y  as a w h o le  and i n  A la s k a .

You may be i n t e r e s t e d  i n  how we g o t o u r s e l v e s  i n  t h i s  s i t u a t i o n .  The 

w o r l d w i d e  r e c e s s i o n  cau sed i n  p a r t  by l a r g e  i n c r e a s e s  i n  w o r l d  

o i l  p r i c e s ,  and th e  r e c e n t  s t r o n g  U .S . e c o n o m ic  r e c o v e r y  and 

a s s o c i a t e d  s t r o n g  U .S . d o l l a r  have le d  to  weak e x p o r t  m a r k e t s  

f o r  U .S . p r o d u c t s .  Am e r ic a n a g r i c u l t u r e  and A la s k a n  a g r i c u l t u r e  

depend i n  l a r g e  m easu re o f th e s e  m a r k e t s  p a r t i c u l a r l y  f o r  c e r e a l 

g r a i n s .

W ha t r e l a t i o n s h i p  d o e s A la s k a n  a g r i c u l t u r e  r e a l l y  h a v e  w i t h  

e x p o r t  m a r k e ts ?  P r i c i n g  o f c e r e a l g r a i n s  depend on U .S . d o m e s t i c  

and w o r l d  p r i c e s .  A s t r o n g  d o l l a r  t e n d s  t o  make U . S .  g r a i n  

more e x p e n s i v e  t o  o t h e r  c o u n t r i e s  t h u s  r e d u c i n g  i t s  d em a n d . 

Lowe r demand le a d s  t o  lo w e r p r i c e s  i n  th e  U n i t e d  S t a t e s  i n c l u d i n g  

A la s k a . A l s o , l o w e r p r i c e s  means l e s s  r e v e n u e  t o  t h e  f a r m e r  

th u s  r e d u c i n g  h i s  a b i l i t y  to  re p a y  d e b t s .
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C e r e a l g r a i n  i s  e m p h a s iz e d  h e r e  b e c a u s e  i t  i s  t h e  b a s i s  f o r  

m ode rn a g r i c u l t u r a l  d e v e lo p m e n t i n  A la s k a . W i t h o u t e f f i c i e n t l y  

p ro d u c e d  A la s k a n  c e r e a l g r a i n ,  o u r re d  meat and d a i r y  i n d u s t r i e s  

w i l l  f a c e  m o re d i f f i c u l t  e c o n o m ic  c o n d i t i o n s  when c o m p e t i n g  

w i t h  fo o d  im p o r t e d  i n t o  A la s k a .

You s h o u l d  be a w a r  ~ t h a t  i t  i s  t h e  c e r e a l - i i v e s t o c k  p r o d u c e r s  

n a t i o n w i d e  t h a t  a re  h a v in g  th e  m a j o r i t y  o f th e  p ro b le m s t o d a y .

You m ig h t  a s k , "why i s  A la s k a  i n  th e  f a rm in g  b u s in e s s " ?  W e l l ,  

t h e  s im p le  a n sw e r i s  t h a t  f a rm i n g  has been i n  A la s k a  f o r  w e l l  

o v e r 80 y e a r s .  I t  has r e c e i v e d  a number o f g ro w th  s p u r t s  r e l a t e d  

t o  i n c r e a s e s  i n  p o p u l a t i o n  c a u s e d  by g o l d  d i s c o v e r i e s ,  W o r ld  

War I I ,  and o i l  d e v e lo p m e n t i n  th e  1 9 5 0 ' s ,  1 9 6 0 's  and 1 9 7 0 's .

A f t e r  each m a jo r d e v e l o p m e n t  p e r i o d  f o r  A l a s k a n  a g r i c u l t u r e ,  

a r e c e s s i o n  p e r i o d  h a s o c c u r r e d .  Thus i n  a h i s t o r i c a l  s e n s e , 

we a re  p r e s e n t l y  f o l l o w i n g  a n o rm a l , somewha t e x p e c te d  p a t t e r n .

The t h i n g  to  rem embe r m os t i s  t h a t  each a g r i c u l t u r a l  d e v e lo pm e n t 

p e r i o d  t h a t  has o c c u r r e d  i n  A la s k a  came a b o u t b e cau se i t s  c i t i z e n s  

w an te d i t .  They w a n te d l a n d ,  fo o d  s o u r c e s  s e p a r a t e d  f rom  s h i p p e d - i n  

f o o d , and a means t o  g a in  em p lo ym en t and make money i n  A la s k a .

So f o r  a l l  t h a t  h a s been a rg u e d  a b o u t A’ skan a g r i c u l t u r e ,  i t  

i s  h e re  to d a y  t h r o u g h  s u p p o r t  o f  many g r o u p s  o f  p e o p l e  w i t h i n  

A la s k a  o v e r a lo n g  p e r i o d  o f t im e .
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Now l e t ' s  c o n s i d e r  some s p e c i f i c  i s s u e s  o f g r a i n - l i v e s t o c k  fa rm e r s  

i n  A la s k a .

G r a i n  p r o d u c e r s  l o o k  t o  tw o m a r k e t s  f o r  t h e i r  p r o d u c t .  F i r s t  

i s  th e  d o m e s t i c , o r i n - s t a t e  m a r k e t ,  b e c a u se i t  i s  t h e  c l o s e s t  

and r e q u i r e s  th e  l o w e s t t r a n s p o r t a t i o n  c o s t  f r o m  t h e  g r a i n  p r o d u c e r 

t o  f i n a l  d e s t i n a t i o n  f o r  t h e  g r a i n .  T h u s , p r i c e  r e c e i v e d  by 

t h e  g r a i n  f a r m e r  i n  a f r e e  m a r k e t w i l l  be th e  h i g h e s t  i n  t h i s  

s i t u a t i o n .  ’he p ro b le m , o f c o u r s e , i s  t h a t  t h e  A la s k a  i n - s t a t e  

m a r k e t i s  s. a l l  b u t g r o w i n g .  New l i v e s t o c k  p r o d u c e r s  seem to  

be i n c r e a s i n g  on a w e e k l y  b a s i s  i n  r e s p o n s e  t o  m o re  r e a d i l y  

a v a i l a b l e  fe e d  s u p p l i e s  and t h e  new m ea t p r o c e s s i n g  p l a n t  i n  

P a lm e r . As t h i s  l o c a l  m a r k e t  p r o d u c e s  m o re  l o c a l  r e d  m e a t , 

g r e a t e r  q u a n t i t i e s  o f  A l a s k a  p r o d u c e d  g r a i n  w i l l  be s o l d  i n  

s t a t e

T h ro u g h o u t th e  p la n n i n g  p e r i o d  f o r  th e  D e l t a  p r o j e c t ,  th e  e x p o r t  

m a r k e t a p p e a r e d  t o  be a v i a b l e  a l t e r n a t i v e  f o r  c r o p  s u r p l u s  

to  th e  A la s k a  m a r k e t . As was i n d i c a t e d  e a r l i e r  i n  t h i s  p r e s e n t a t i o n ,  

t h e  s t r o n g  U .S . d o l l a r  h;.s made t h e  e x p o r t  m a r k e t l e s s  e c o n o m ic a l l y  

d e s i r a b l e .  T h u s , s o m e th in g  l e s s  th a n  f u l l  p r o d u c t i o n  has o c c u r r e d  

on many D e l t a  f a rm s . H ow e ve r , w o r l d  m r k e t  c o n d i t i o n s  s h o u l d  

im p r o v e  i f  t h e  U .S . d o l l a r  l o s e s  v a l u e  as many e x p e c t d u r i n g  

1 98 5 . T h i s  s h o u ld  s i g n a l  a r e t u r n  t o  r e a s o n a b le  l e v e l s  o f  e co n om ic

U



g r o w t h  i n  t h e  w o r l d  econom y and h ig h e r  p r i c e s  f o r  U .S . g r a i n .  

A la s k a  e x p o r t  p o s s i b i l i t i e s  w i l l  a l s o  in c r e a s e  i n  t h i s  s i t u a t i o n .

P o i n t  M a c K e n z ie  f a r m e r s  h a v e show n r e m a r k a b l e  p r o g r e s s  when 

com pa red t o  th e  p ro b le m s t h e y  f a c e .  The o n l y  m i l k  p r o c e s s i n g  

p l a n t  i n  s o u t h c e n t r a l  A la s k a  has had s e r i o u s  f i n a n c i a l  p ro b le m s 

ca u se d i n  l a r g e  m easu re by p o o r m anagem en t. R e c e n t l y ,  th e  s t a t e  

g o v e rnm e n t has ta k e n  te m p o r a r y  c o n t r o l  o f  t h e  p l a n t ,  and s u r p ^ i s -
I

i n g l y ,  t h e  f i n a n c i a l  h e a l t h  o f th e  p l a n t  h a s im p r o v e d .  W h i l e  

f i n a l  d i s p o s i t i o n  o f t h e  m i l k  p l a n t  r e l a t i v e  t o  o w n e r s h ip  has 

n o t been made, i t s  c o n t i n u e d  o p e r a t i o n ,  i n  a f i n a n c i a l l y  s o l v e n t  

m a n n e r , i s  an e x c e l l e n t  s i g n  and i n d i c a t e s  some measu re o f s u c c e s s 

f o r  P o i n t  M acK en z ie d a i r y  f a rm s .

C o m m e r c ia l m ea t p r o d u c t i o n  i n  A la s k a  c o n t i n u e s  t o  g row . S in c e  

th e  b e g i n n in g  o f t h e  D e l t a  p r o j e c t ,  a l a r g e  c o m m e r c ia l hog e n t e r p r i s e  

h a s been o p e r a t e d  on one o f  th e  D e l t a  t r a c t s .  A s e c o n d , w i t h  

o u t p u t  10 t im e s  g r e a t e r  th a n  th e  f i r s t  o r a p p r o x im a t e l y  1 0 , 0 0 0  

p i g s  p e r y e a r ,  i s  s c h e d u l e d  t o  be d e v e lo p e d  on a n o t h e r  D e l t a  

t r a c t .  C a t t l e  £■ e d in g  i n  b o th  D e l t a  and t h e  M a ta n u s k a  V a l l e y  

h a s i n c r e a s e d  i n  r e s p o n s e  to  th e s e  new g r a i n  s u p p l i e s .  D e l t a  

p a r le y  h a s i n  g e n e r a l  r e p l a c e d  a l l  im p o r t e d  f e e d  g r a i n ,  b u t 

p ro b le m s r e m a in .

The c h i e f  c o n c e rn  i s  t h a t  g r a i n  p r o d u c t i o n  i s  com in g on f a s t e *  

th a n  l o c a l  l i v e s t o c k  p r o d u c t i o n .  T h i s  s p i l l s  o v e r  i n t o  t h e



p o l i t i c a l  a re a  when fa rm e r s  r e q u e s t g o v e rnm e n t h e lp  t o  o ve rcom e 

th e  c h i e f  symptom o f t h i s  p ro b le m , t h a t  o f  h i g h  and r e c u r r i n g  

d e b t l o a d .  T h e r e  a r e  no e a s y  a n s w e r s  h e re  b u t remember t h a t  

m os t w o u ld  be h e lp e d  g r e a t l y  j u s t  w i t h  im p r o v i n g  m a r k e t c o n d i t i o n s .

F a rm e r s  t h r o u g h o u t t h e  U n i t e d  S t a t e s  a re  l o o k i n g  t o  t h e i r  g o v e rnm e n ts 

f o r  some s u p p o r t  t h r o u g h  th e s e  d i f f i c u l t  t im e s  i n  th e  fa rm  econom y . 

Y o u r g o a l ,  I  assum e , i s  t o  t r y  and f i n d  c o s t  e f f e c t i v e  p ro g ram s 

w h i c h  a r e  c o m p a t i b l e  w i t h  t h e  d i f f i c u l t  f i n a n c i a l  s i t u a t i o n  

t h a t  p r e s e n t l y  f a c e s  th e  S t a t e  o f A la s k a . I  hope t h a t  you can 

see y o u r way c l e a r  t o  d e v e l o p  t h e s e  e f f e c t i v e  p r o g r a m s  and I  

w is h  you good f o r t u n e  i n  y o u r e f f o r t s .
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Additional Fiscal Information for CSSB 120

S e c t i o n  1 ( a )

( 5 )  a d d i n g  s h e l l  e g g s  t o  t h e  l i s t  o f  i t e m s  r e g u l a t e d  b y  t h e  
c o m m i s s i o n e r  w i l l  r e s u l t  i n  n o  a d d i t i o n a l  c o s t s  t o  t h e  
s t a t e .  T h e  d e p a r t m e n t  c u r r e n t l y  p e r f o r m s  i n s p e c t i o n s  o n  
s h e l l  e g g s .

( 6 )  T h e  $ 2 5 , 0 0 0  f o r  m a t c h i n g  g r a n t s  t o  c o m m o d i t y  m a r k e t i n g  
a s s o c i a t i o n s  w i l l  a s s i s t  f a r m e r s  i n  d e v e l o p i n g  m a r k e t s  f o r  
t h e i r  p r o d u c t s .

( 7 )  T h i s  a d d i t i o n  g i v e s  t h e  d e p a r t m e n t  t h e  a u t h o r i t y  t o  
c o n t r o l  g r a i n  w a r e h o u s i n g  b u t  w i l l  n o t  r e s u l t  i n  a d d i t i o n a l  
c o s t s  t o  t h e  s t a t e .  R e g u l a t i o n s  o r  o t h e r  c o n t r o l  m e c h a n i s m s  
w o u l d  b e  d e v e l o p e d  b y  e x i s t i n g  s t a f f .

S e c t i o n  1 ( b )

( 3 )  a n d  ( 6 )  A l l o w s  t h e  d e p a r t m e n t  t o  d e v e l o p  r e g u l a t i o n s  f o r  
a d d i t i o n a l  i t e m s  a t  n o  a d d i t i o n a l  c o s t  t o  t h e  s t a t e .

S e c t i o n  2  a n d  S e c t i o n  3

T h i s  s e c t i o n  p r o v i d e s  t h e  A R L F  w i t h  t h e  f l e x i b i l i t y  t o  
r e w r i t e  a g r i c u l t u r a l  l o a n s  a n d  i n c r e a s e s  t h e  l o a n  l i m i t s  
u n d e r  c e r t a i n  c i r c u m s t a n c e s .  W h i l e  i n d i v i d u a l  b o r r o w e r s  m a y  
b e  e l i g i b l e  f o r  i n c r e a s e d  l o a n  a m o u n t s ,  t h e  a m o u n t  i n  t h e  
l o a n  f u n d  r e m a i n s  t h e  s a m e .  T h e r e  i s ,  t h e r e f o r e ,  n o  i n c r e a s e  
i n  c o s t  t o  t h e  s t a t e .  I f  l o a n s  f o r  l a r g e r  a m o u n t s  a r e  
m a d e ,  t h e  n u m b e r  o f  b o r r o w e r s  s e r v e d  c o u l d  d e c r e a s e .

T h e  f l e x i b i l i t y  p r o v i d e d  b y  t h e s e  a d d i t i o n s  t o  t h e  s t a t u t e  
m a y  a l l o w  t h e  A R L F  B o a r d  t o  p r e v e n t  l o a n  d e f a u l t s  a n d  
t h e r e f o r e  p r e v e n t  r e v e n u e  l o s s e s  t o  t h e  s t a t e .

S e c t i o u  4

R a i s i n g  t h e  c e i l i n g  f o r  t h e  A R L F  r e s u l t s  i n  n o .  a d d i t i o n a l  
c o s t s  t o  t h e  s t a t e .

S e c t i o n  5

A d d i n g  t w o  m e m b e r s  t o  t h e  A R L F  B o a r d  r e q u i r e s  n o  a d d i t i o n a l  
f u n d i n g .

S e c t i o n  6 - 9

No additional funding required.



1984 SURVEY OF THE ALASKAN GREENHOUSE ?< NURSERY INDUSTRY

D e bo ra h M. Brown 
H o r t i c u l t u r e  G ra d u a te  S t u d e n t 

U n i v e r s i t y  o f  A la s k a  -  F a i r b a n k s ,  A la s k a

H o r t i c u l t u r e  i s  an im p o r t a n t  i n d u s t r y  i n  A la s k a . 
I n v o l v e m e n t w i t h  g r o w in g  v e g e t a b l e s  and o r n a m e n t a l s  i s  a 
p r o f e s s i o n  a n d / o r  h o b b y w i t h  many p e o p l e . The p u r p o s e  o-f t h i s
s u r v e y  i s  t o  i d e n t i f y  t h e  s i g n i f i c a n c e  o f  h o r t i c u l t u r e  i n
A l a s k a ' s  e conom y . W i th  a c k n o w le d g e m e n t , s u p p o r t  f o r  t h e  
h o r t i c u l t u r a l  i n d u s t r y  on l o c a l ,  r e g i o n a l  and s t a t e  l e v e l s  may 
im p ro v e . I d e a l l y ,  money f o r  a g r i c u l t u r a l  r e s e a r c h  i s  d i v i d e d  
among t h e  a r e a s  t h a t  h a v e t h e  m os t p a r t i c i p a t i o n  b y o u r c i t i z e n s .

The g re e n h o u s e  and n u r s e r y  i n d u s t r y  h a s je e n  g r o w in g  
s t e a d i l y .  S e v e r a l s u r v e y s  h a v e been done b y d i f f e r e n t  
g o v e r n m e n ta l a g e n c ie s  i n  t h e  p a s t few  y e a r s  t o  d e t e r m i n e  how 
s u b s t a n t i a l  t h e  i n d u s t r y  i s  i n  v a r i o u s  r e g i o n s  o f  t h e  s t a t e .
T h i s  s u r v e y ,  i s  an a t t e m p t  t o  i n v e n t o r y  a l l  t h e  c o m m e rc ia l
g re e n h o u s e  and n u r s e r y  o p e r a t i o n s  i n  A la s k a . L a n d s c a p e 
c o n t r a c t o r s ,  f l o r i s t s ,  and v a r i e t y  s t o r e s  t h a t  s e l l  p l a n t s  we re 
a l s o  s u r v e y e d .

The s u r v e y  q u e s t i o n s  w e re  d e s ig n e d  t o  show i n d u s t r y  g r o w t h , 
p r e s e n t an e c o n im i c  p i c t u r e  o f c o m m e r c ia l g re e n h o u s e s  and 
n u r s e r i e s ,  as w e l l  a s b e n e f i t  t h e  i n d u s t r y  i t s e l f  b y s h ow in g  
w he re t h e  v o i d s  i n  p r o d u c t i o n  e x i s t .  By s u r v e y i n g  la n d s c a p e  
c o n t r a c t o r s ,  f l o r i s t s ,  and v a r i e t y  s t o r e s  t h e i r  n e e d s can be 
i d e n t i f i e d  so t h a t  t h e  i n d u s t r y  can r e s p o n d .

The ( c o n f i d e n t i a l )  l i s t  o f names and a d d r e s s e s  o f  c o m m e r c ia l 
e s t a b l i s h m e n t s  i s  much l o n g e r  t h a n  a n yon e had e x p e c t e d . T h ro u g h 
v a r i o u s  m eans , names and a d d r e s s e s  f o r  153 c o m m e r c ia l g re e n h o u s e s  
and n u r s e r i e s  w e re f o u n d . The l i s t  o f names and a d d r e s s e s  o f t h e  
268 la n d s c a p e  c o n t r a c t o r s ,  80 f l o r i s t s ,  and m ore t h a n  40 v a r i e t y  
s t o r e s  t h a t  h a n d le  p l a n t  m a t e r i a l s  ro u n d e d  o u t t h e  l i s t  t o  541
b u s i n e s s e s .

A t t h i s  t im e ,  o n l y  a b r i e f  summury o f  t h e  f i n d i n g s  f r o m  t h e
56 ( l a r g e r )  c o m m e r c ia l g re e n h o u s e  and n u r s e r y  o p e r a t i o n s  t h a t
h a ve been i n t e r v i e w e d ,  can be g i v e n .  B e in g  u n a b le  t o  v i s i t  a l l  
p a r t s  o f A l a s k a ,  q u e s t i o n n a i r e s  w e re s e n t t o  a r e a s  o u t s i d e  t h e  
" R a i l - b e l t "  and K e n a i - B o l d o t n a  a r e a s . B u s in e s s e s  w h ic h  w e re  n o t 
re a c h e d  b y phone o r  w i t h  p e r s o n a l v i s i t s  w e re  a l s o  s e n t
q u e s t i o n n a i r e s .  R e sp on se f r o m  mai 1 - o u t s  was 407..

I n  1956 o n l y  one o f  t h e  56 b u s in e s s e s  i n t e r v i e w e d  e x i s t e d .  
In  1964 , s i x  more o f t h e s e  g re e n h o u s e s  and n u r s e r i e s  w e re  i n  
e x i s t e n c e .  In  t h e  n e x t  10 y e a r s ,  13 m o re b u s in e s s e s  j o i n e d  t h e  
r a n k s  f o r  a t o t a l  o f  2 0 . By 198 4 , t h e s e  56 g r e e n h o u s e  and 
n u r s e r y  o p e r a t i o n s  w e re  o p e n , 16 o f th em  o p e n in g  i n ' t h e  p a s t 
t h r e e  y e a r s .
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Of t h e  b u s in e s s e s  i n t e r v i e w e d ,  23*/. w e re  f r o m  t h e  F a i r b a n k s  
a r e a , 297. f r o m  A n ch o r age a r e a , 147. w e re f r o m  t h e  K e n a i P e n i n s u l a ,  
77. f r o m  t h e  M a t a n u s k a - S u s i t n a  B o u r o u g h , and 6 */. f r o m  S o u t h e a s t e r n  
A la s k a . One t h i r d  o f t h e  o p e r a t i o n s  w e re  s o l e l y  g r e e n h o u s e  
o p e r a t i o n s ,  38 7. w e re g r e e n h o u s e , n u r s e r y ,  and g a rd e n  c e n t e r s  
o p e r a t i o n s .  The r e m a in i n g  287. w e re i n t e r m e d e a r i e s  b e tw e e n t h e s e  
o r i n t e r i o r s c a p e  b u s in e s s e s .

The s q u a r e  f o o t a g e  o f  y e a r - r o u n d  h e a te d  g r e e n h o u s e s  i n  
e x i s t e n c e  f o r  t h e s e  56 o p e r a t i o n s  was 4 1 2 , 7 7 6 . S e a s o n a l l y  h e a te d  
g re e n h o u s e  s p a c e t o t a l e d  2 7 3 ,4 5 0  s u q a re  f e e t .  T h e r e  w e re  1 5 5 .5  
a c r e s  i n t o  c om m e rc ia l p r o d u c t i o n  o f h e r b a c e o u s  and woody n u r s e r y  
s t o c k .

The g re e n h o u s e  c o v e r i n g s  m os t o f t e n  u se d b y t h e s e  b u s in e s s e s  
w e re e i t h e r  d o u b l e - p o l y  o r c o r r u g a t e d  f i b e r g l a s s .  D o u b l e - p o l y  
c o v e r i n g  was t h e  f i r s t  c h o i c e  b y m os t o p e r a t o r s .  Q u a n s e t ( o r 
hoop ) h o u s e s w e re mos t o f t e n  used r a t h e r  t h a n  r i d g e  o r l e a n - t o  
shaped g re e n h o u s e s . S u p p l im e n t a l l i g h t  was o f t e n  u se d i n  
s t a r t i n g  t h e  b e d d in g  p l a n t s .  The t y p e  o f  l i g h t  was u s u a l l y  
f l o r e s c e n t .  I f  n a t u r a l  ga s was a v a i l a b l e ,  t h a t  was t h e  e n e r g y  
s o u r c e  u s e d . H e a t i n g  o i l  was t h e  m os t common e n e r g y  s o u r c e  i n  
a r e a s  w he re n a t u r a l  gas was n o t a v a i l a b l e .  Wood o r  c o a l w e re  
som e t im e s used t o  s u p p l i  men t  t ! . e  o i l  h e a t .

The 56 g re e n h o u s e s  and n u r s e r i e s  i n t e r v i e w  had 149 f u l l ­
t im e ,  yea r— ro u n d  em p lo y e e s , 90 p a r t - t i m e ,  y e a r - r o u n d  e m p lo y e e s , 
289 s e a s o n a l (4 t o  6 m on th ) em p lo y e e s , and 148 p e o p le  h i r e d  f o r
t r a n s p l a n t i n g  o n l y ,  f o r  a t o t a l  o f  6 76 .

Of t h e s e  b u s in e s s e s , 607. s o l d  h o u s e p l a n t s ,  807. s o l d
f l o w e r i n g  a n n u a l s , 757. s o l d  v e g e t a b l e  s t a t r s ,  667. s o l d  a fe w  
p e r e n n i a l s ,  667. s o l d  h a n g in g  b a s k e t s ,  337 s o l d  a s m a l l am oun t o f 
c o n t a i n e r i s e d  h y b r i d  r o s e s ,  337. s o l d  (up t o  57.) A la s k a  n a t i v e  
p l a n t s ,  and 567. s o l d  t r e e s  and s h r u b s . O f t h e s e  b u s i n e s s e s ,  16 
o f  them ( o r  287.) s o l d  a s u b s t a n t i a l  amoun t o f  o t h e r  c r o p s ,  m os t 
o f t e n  to m a to e s  and c u c um b e r s , and l e s s  o f t e n ,  s t r a w b e r r i e s  a n d / o r  
r a s p b e r r i e s .

M os t (B07.) o f t h e  g re e n h o u s e s  s t a r t e d  a t  l e a s t  h a l f  t h e  
b e d d in g  p l a n t s  t h a t  t h e y  s o l d  f r o m  s e e d . One h a l f  o f t h e  56 
o p e r a t i o n s  b o u g h t r o o t e d  c u t t i n g s  o f f u s h i a  a n d / o r  g e r a n iu m s . 
And 607. b o u g h t f o l i a g e  a n d / o r  f l o w e r i n g  p o t t e d  p l a n t s  f o r  r e s a l e .  
A lm o s t a l l  o f  t h e  b a r e r o o t ,  b a l l e d  and b u r l a p e d ,  and 
c o n t a i n e r i z e d  n u r s e r y  s t o c k  was im p a r t e d  i n t o  A la s k a . W i t h  607
o f th e s e  o p e r a t i o n s  b u y in g  n u r s e r y  s t o c k ,  and h a l f  o f th em  b u y in g  
r o o t e d  c u t t i n g s ,  p r o d u c t i o n  o f t h e s e  p l a n t  m a t e r i a l s  b y t h e  
A la s k a n  h o r t i c u l t u r a l  i n d u s t r y  h a s c o n s i d e r a b l e  p o t e n t i a l .

H a l f  o f  t h e s e  g re e n h o u s e  and n u r s e r y  o p e r a t i o n s  w e re  open 
f o r  c r o p  p r o d u c t i o n  a n d / o r  s a l e s  f o r  f o u r  t o  s i x  m o n th s . A n o t h e r 
257. s ta y e d  open year— r o u n d . I n t e r i o r s c a p e  b u s in e s s e s  a r e  g ro u p e d  
i n t o  t h e  l a t e r  c a t a g o r y .  The r e m a in d e r o f  t h e  b u s in e s s e s  w e re 
s c a t t e r e d  in b e tw e e n  t h e s e  se a so n l e n g t h s .
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Those p e o p le  i n t e r v i e w e d  became c o m m e r c ia l g re e n h o u s e  and 
n u r s e r y  o p e r a t o r s  e i t h e r  b y a c o n s c io u s  d e c i s i o n  o r b y a c c i d e n t .  
The 407. t h a t  i n t e r e d  t h i s  b u s in e s s  by a c c i d e n t  w e re h o b b i e s t  t h a t  
began t o  s e l l  t h e i r  s u r p l u s  t o  h e lp  make t h e i r  h o b b y p a y -fo r 
i t s e l f .  G o in g  i n t o  p l a n t  p r o d u c t i o n  was a n a t u r a l  g r o w th  o f an 
o r i g i n a l  b u s i n e s s  f o r  107. o f t h e  o p e r a t o r s ,  m os t b e in g  la n d s c a p e  
c o n t r a c t o r s .

A lm o s t one t h i r d  o f  t h e  ow ne rs a n r i / o r  m an a g e rs o f t h e s e  56 
g re e n h o u s e s  and n u r s e r i e s  b e lo n g e d  t o  p r o f e s s i o n a l  o r g a n i z a t i o n s  
a n d / o r  A l a s k a  H o r t i c u l t u r a l  A s s o c i a t i o n ,  w h ic h  i s  a l s o  a 
p r o f e s s i o n a l  o r g a n i z a t i o n  f o r  t h o s e  d o in g  h o r t i c u l t u r a l  b u s in e s s  
i n  A la s k a .

The am oun t o f  g r o s s  s a l e s  g e n e r a t e d  i n  A la s k a  w i t h  
h o r t i c u l t u r a l  p r o d u c t s  f r o m  t h e  g re e n h o u s e  and n u r s e r y  i n d u s t r y  
i s  e s t im a t e d  t o  be $ 2 3 . 5  m i l l i o n .  T h i s  t o t a l  was summ ized by 
t h e  am o u n ts d e r i v e d  f r o m  t h e  s u r v e y , and w i t h  e x p e r i e n c e  i n  t h e  
A la s k a n  h o r t i c u l t u r a l  i n d u s t r y ,  e x t r a p o l a t e d  t o  i n c l u d e  t h o s e  
b u s in e s s e s  n o t  i n t e r v i e w e d .  Of t h e  56 g r e e n h o u s e  and n u r s e r y  
o p e r a t i o n s  i n t e r v i e w e d ,  397. had g r o s s  s a l e s  l e s s  t h a n  $ 2 5 ,0 0 0 , 
267. had g r o s s  s a l e s  b e tw e e n $ 2 5 ,0 0 0  and $ 1 0 0 , 0 0 0 , 227. had b e tw e e n 
$ 1 0 0 ,0 0 0  and $ 5 0 0 , 0 0 0 , and t h e  r e m a in d e r 137. g r o s s i n g  o v e r 
$ 5 0 0 ,0 0 0 . I t  seems t h a t  8 0 - 9 0 7  o f t h e  s a l e s  w e re  r e t a i l .

H o r t i c u l t u r e  i n  A la s k a  i s  im p o r t a n t  i n  o u r econom y . Many 
more p e o p l e  b e n e f i t  f r o m  t h i s  i n d u s t r y  t h a n  t h o s e  m e n t io n e d  
a b o v e . A t l e a s t  41 van lo a d s  o f h o r t i c u l t u r a l  s u p p l i e s  e n t e r  
A la s k a  a n n u a l l y .  The t o p s o i l  b u s in e s s  i s  p r o b a b l y  w o r t h  $5 
m i l l i o n .  The s a l e  o f f e r t i l i z e r  and l im e  was ta k e n  i n t o  a c c o u n t 
i n  some o f  t h e  a bo ve m e n t io n e d  $ 2 3 .5  m i l l i o n ,  h o w e v e r , an 
a d d i t i o n a l  $ 2 . 5  m i l l i o n  was n o t .  The s a l e  o f o t h e r  g a rd e n  
s e r v i c e s  t o  s u p p o r t  t h e  19 b u s in e s s e s  i n v o l v e d  i n  g re e n h o u s e  
c o n s t r u c t i o n ,  t h e  25 la n d s c a p e  a r c h i t e c t  o f f i c e s ,  and l a r g e  
g a r d e n in g  s e c t i o n s  fo u n d  i n  a l l  b o o k s t o r e s  t h r o u g h o u t  t h e  s t a t e  
h a v e n o t e ve n begun t o  be e v a lu a t e d . A nd , o f c o u r s e , t h e  
r e c r e a t i o n a l  , t h e r a p e u t i c ,  and e s t h e t i c  v a l u e s  t h a t  h o r t i c u l t u r e  
a d d s t o  o u r hom es , c o m m e r c ia l b u i l d i n g s ,  and c om m u n i ty  a r e a s  w i l l  
p r o b a b l y  n e v e r  be e s t im a t e d .  Y e s , in d e e d , h o r t i c u l t u r e  i n  A la s k a  
i s  a b i g  b u s i n e s s ,  b y f a r  t h e  l a r g e s t  com po n e n t o f a g r i c u l t u r e  i n  
o u r s t a t e .
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O f t h e  $ 1 6 .5  m i l l i o n  o f  a v a i l a b l e  l o a n  f u n d s  o v e r  th e  n e x t  18 m o n t h s , 

f i r s t  p r i o r i t y  w i l l  b e  g i v e n  f o r  a d d i t i o n a l  s h o r t  te rm  o p e r a t i n g  lo a n s  

f o r  1 9 8 5  ( $ 4 , 0 0 0 , 0 0 0 )  a n d  1 9 8 6  ( $ 5 , 0 0 0 , 0 0 0 ) .

N e x t  p r i o r t i e s  w i l l  b e  g i v e n  t o  f u r t h e r  e x p a n s io n  a n d  d e v e lo p m e n t  o f  

c o m p l im e n t a r y  e n t e r p r i s e s  a n d  t o  t h o s e  e n t e r p r i s e s  h a v in g  a  l a r g e ,  

v i a b l e  i n - s t a t e  m a r k e t  o f  fo o d  p r o d u c t i o n .  L a r g e  I n - s t a t e  m a r k e t s  e x i s t  

f o r  m i l k ,  g r a i n  a n d  o t h e r  c r o p s  a n d  r e d  m e a t .  P r i o r i t y  c o n s i d e r a t i o n  
w i l l  a l s o  b e  g i v e n  to  e x i s t i n g  e n t e r p r i s e s  w h ic h  h a v e  r e c e i v e d  A R LF  

l o a n s ,  a n d  t h o s e  e n t e r p r i s e s  n e e d in g  f u n d s  to  m e e t  s t a t e  r e q u i r e d  

d e v e lo p m e n t  s c h e d u l e s  a c c o r d i n g l y .  F o r  e x a m p le ,  p r i o r i t y  w i l l  be  g i v e n  

t o :

-  E n t e r p r i s e s  t h a t  a l r e a d y  h a v e  a  l a r g e  i n - s t a t e  m a r k e t  o f  fo o d  

p r o d u c t i o n  ( e . g .  m i l k ,  g r a i n  a n d  o t h e r  c r o p s ,  a n d  r e d  m e a t ) .

-  E n t e r p r i s e s  c o m p l im e n t in g  o t h e r  f a r m  d e v e lo p m e n t s  b y  p r o v i d i n g  

I n - s t a t e  m a r k e t  f o r  g r a i n  a n d  h a y .

-  E n t e r p r i s e s  t h a t  s u p p o r t  th e  s t a t e ' s  c o m m itm e n t to  e x i s t i n g  

p r o c e s s i n g  f a c i l i t i e s

-  E x i s t i n g  e n t e r p r i s e s  t h a t  h a v e  r e c e i v e d  p r e v i o u s  A R L F  l o a n s .

-  E n t e r p r i s e s  r e q u i r i n g  f i n a n c i n g  to  m e e t  s t a t e  d e v e lo p m e n t  

s c h e d u l e s .

P r i o r i t y  f o r  t h e  r e m a in in g  $ 7 .5  m i l l i o n  o f  a v a i l a b l e  l o a n  f u n d s  I s  a s  

f o l l o w s :

-  $ 2 ,5 0 0 ,0 0 0  f o r  P o i n t  M a c K e n z ie  d a i r i e s .

-  $ 5 0 0 ,0 0 0  f o r  new  d a i r i e s  i n  D e l t a .

-  $ 1 , 5 0 0 ,0 0 0  f o r  e x p a n s io n  o f  r e d  m e a t  p r o d u c t i o n .

-  $ 1 , 0 0 0 ,0 0 0  f o r  e x p a n d e d  c a p a b i l i t y  i n  c r o p  p r o d u c t i o n .

-  $ 5 0 0 ,0 0 0  f o r  c l e a r i n g  lo a n s  f o r  s m a l l e r  a g r i c u l t u r a l  p a r c e l s  o n  

d e v e lo p m e n t  s c h e d u l e .

-  $ 7 5 0 ,0 0 0  f o r  m i s c e l l a n e o u s  n e e d s  to  e x i s t i n g  b o r r o w e r s .

-  $ 5 0 0 ,0 0 0  f o r  f a r m  p r o d u c t  p r o c e s s i n g  lo a n s  o t h e r  t h a n  t h o s e  f o r
r e d  m e a t  a n d  d a i r y  p r o j e c t s .

-  $ 2 5 0 ,0 0 0  f o r  c h a t t e l  l o a n s  o t h e r  t h a n  d a i r y  a n d  r e d  m e a t
p r o j e c t s .

^ N o  p r i o r i t y  w i l l  b e  g i v e n  to  f u r  f a r m  l o a n s ,  c l e a r i n g  lo a n s  o n  l a r g e  

p r o j e c t s  r e c e i v i n g  s p e c i a l  c l e a r i n g  a p p r o p r i a t i o n s ,  f u r t h e r  g re e n h o r  s e

d e v e lo p m e n t  l o a n s ,  t r e e  f a r m  l o a n s ,  a n y  o t h e r  p r o c e s s i n g  l o a n s ,  h o r s e

f a r m  l o a n s  o r  i r r i g a t i o n  l o a n s .

L o a n s  a p p r o v e d  w i t h i n  p r i o r i t y  c a t e g o r i e s  w i l l  be m ade b a s e d  u p o n  t h e  
f o l l o w i n g  c r i t e r i a :

1 .  S h o r t e r  l o a n  a m o r t i z a t i o n  p e r i o d .

2 .  M axim um  b o r r o w e r  p a r t i c i p a t i o n .

3 .  M axim um  c o l l a t e r a l  s t r e n g t h .

4 .  S t r o n g e s t  c a s h  f l o w  p i c t u r e .

5 .  B e s t  p r o v e n  m a n a g e m e n t  p r a c t i c e s .

6 .  B e s t  p r o o f  o f  m a r k e t .



DEPAKTMENT OF NATURAL RESOURCES

DIVISION OF A G R IC U LTU RE-A G R IC U LTU R A L REVOLVING LOAN FUND 

M a rc h  5 ,  1 9 8 5

Mar
1 1

® 8 5

BILL SHEFFI E L D ,  G O V E R N O R

P . O .  B O X  2 4 7 0

P A L M E R .  A L A S K A  9 9 6 4 5 - 2 4 7 0  

P H O N E :  ( 9 0 7 )  7 4 5 - 7 2 0 0

M s. M e l i s a  F o u s e

C / 0  S e n a t o r  A r l i s s  S t u r g u le w s k i

A la s k a  S t a t e  S e n a t e

P o u c h  V

J u n e a u ,  AK 9 9 8 1 1  

D e a r  M s . F o u s e :

A s p e r  o u r  p h o n e  c o n v e r s a t io n  t o d a y ,  I  h a v e  e n c lo s e d  a  c o p y  o f  th e  " A R L F  

L o a n  P r i o r i t i e s  B o a r d  C r i t e r i a  a n d  S t a n d a r d s  * 8 5 - 1 " .  T h e  a t t a c h e d  

d o c u m e n t w a s  a d o p te d  b y  th e  L o a n  F u n d  B o a rd  o f  th e  A g r i c u l t u r a l  R e v o l v in g  

L o a n  F u n d  a t  i t s  m e e t in g  o n  F e b r u a r y  6 ,  1 9 8 5 .

P e t e r  M . P r o b a s c o  

L o a n  M a n a g e r

Enclosure
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Of the $16.5 m i l l i o n  o f a v a i la b le  loan funds ove r the ne x t 18 months, 
f i r s t  p r i o r i t y  w i l l  be g iven f o r  a d d i t i o n a l s h o r t term ope ra t in g loans 
f o r  1985 ($4 ,000 ,000 ) and 1986 ($ 5 ,0 0 0 ,0 0 0 ) .

Next p r io r t ^ - iS  w i l l  be g iven to f u r t h e r  expansion and development o f 
complimen tary e n te rp r is e s and to those e n te rp r is e s hav ing a la rg e , 
v ia b le  in - s t a t e  marke t o f food p ro d u c t io n . Large in - s t a t e  markets e x i s t 
f o r  m i lk , g ra in  and o th e r crops and red meat. P r i o r i t y  co n s id e ra t io n 
w i l l  a ls o  be g iven to e x i s t i n g  e n te rp r is e s which have rece ived ARLF 
lo a n s , and those e n te rp r is e s needing funds to meet s ta te  requ ire d 
development schedules a c c o rd in g ly . For example, p r i o r i t y  w i l l  be g iven 
to :

-  E n te rp r is e s th a t a lre a d y have a la rg e in - s t a t e  marke t o f food
p ro d u c t io n (e .g . m i lk , g ra in  and o th e r c rops , and red meat).

-  E n te rp r is e s comp limen t ing o th e r farm developments by p ro v id in g 
i n - s t a t e  market f o r  g ra in  and hay.

-  E n te rp r is e s th a t suppo r t the s t a t e 's  commitment to e x is t i n g  
p ro cess in g f a c i l i t i e s .

-  E x is t in g  e n te rp r is e s th a t have rece ived p re v io u s ARLF loans .
-  E n te rp r is e s r e q u i r i n g  f in a n c in g  to meet s ta te  development 

schedu les.

P r i o r i t y  f o r  the rema in ing $7.5 m i l l i o n  o f a v a i la b le  loan funds is as 
fo l lo w s :

-  $2,500 ,000 f o r  P o in t MacKenzie d a i r i e s .
-  $500,000 f o r  new d a i r ie s  in  D e l ta .
-  $1 ,500 ,000 f o r  expansion o f red meat p ro d u c t io n .
-  $1,000,000 f o r  expanded c a p a b i l i t y  in  crop p ro du c t io n .
-  $500,000 f o r  c le a r in g  loans f o r  sm a l le r a g r i c u l t u r a l pa rce ls on 

development schedule .
-  $750,000 f o r  m isce l laneous needs to e x i s t i n g  bo rrowe rs .
-  $500,000 f o r  farm p ro d u c t p rocess ing loans o th e r than those f o r

red meat and d a i r y  p r o je c t s .
-  $250,000 f o r  c h a t t e l loans o th e r than d a i r y  and red meat

p ro je c ts .

No p r i o r i t y  w i l l  be g iven to f u r  farm loans , c le a r in g  loans on la rg e 
p ro je c ts  re c e iv in g  s p e c ia l c le a r in g  a p p ro p r ia t io n s , f u r t h e r greenhouse 
development lo a n s , tree farm loan s , any o th e r p rocess ing lo a n s , horse 
farm loans o r i r r i g a t i o n  loans .

Loans approved w i t h i n  p r i o r i t y  ca te g o r ie s w i l l  be made based upon the 
fo l lo w in g  c r i t e r i a :

1. S ho r te r loan am o r t iz a t io n  pe r io d .
2 . Maximum borrower p a r t i c i p a t i o n .
3. Maximum c o l l a t e r a l s t r e n g th .
4 . S tronges t cash f low  p ic tu r e .
5. Best proven management p ra c t i c e s .
6. Best p ro o f o f marke t.



/ B ILL  S H E F F IE L D, G O V E R N O R

O F F I C E  O F  T H E  C O M M I S S I O N E R

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S 555 C o rd o va Stre « t 
Po u ch  7-005 

A n ch o rag e . A K  99510 
(9071 276-2653

February 8, 1985

Dear Alaskan:

Attached are proposed re v is io n s to the regu la t io n s of the Department of 
Na tu ra l Resources. The department is s o l i c i t i n g  pub l ic comments on these 
proposed re g u la t io n s . Please see the attached lega l no t ice fo r 
in s t r u c t io n s on where and when to submit your comments a t a pub l ic 
hearing .

The proposed changes implement changes to the in te re s t rates charged fo r 
A g r i c u l t u r a l Revo lv ing Loan Fund loans . Decreasing s ta te revenues and 
decreasing app ro p r ia t io n s to the ARLF has necess ita ted development o f a 
gradua l system of increased in t e r e s t ra tes fo r new loans based on the 
number o f years a borrower has borrowed from the fund. The regu la t ions 
prov ide tha t the in t e r e s t ra te s h a l l remain a t 8% fo r a l l  loans obta ined 
dur ing the f i r s t  s ix  years fo l low in g c lo s in g o f the borrower 's f i r s t  
loan . An increase o f 1% per year fo r any new loans w i l l  occur from s ix  
years to ten years . Loans fo r borrowers who have been w ith the fund fo r 
more than ten years w i l l  increase to the commercial ra te fo r the Federal 
Land Bank fo r the Alaska D i s t r i c t .  The in te n t of these regu la t io n s is to 
prov ide the a g r i c u l t u r a l borrower the advantage of lo w - in te re s t , 8% loans, 
f o r the f i r s t  s ix  years to encourage development. A gradua l increase in 
in t e r e s t ra te to the commercial Federal Land Bank ra te : i l l  a llow g rea te r 
p a r t i c ip a t io n  in  lend ing by o the r e n t i t i e s  w h i le m in im iz ing the e f fe c t of 
th is t r a n s i t i o n  on the business.

Your comments on the proposed d r a f t  re gu la t io n s w i l l  be most use fu l to t ie  
department i f  you reference p a r t i c u la r sec t ions by number and i f  you 
suggest s p e c i f i c  wording changes or o the r m od if ic a i to n s you fe e l would 
r e s u l t in improvement to the re g u la t io n s . Thank you fo r your ass is tance .

1 0 - J 9 L H



NOTICE OF PROPOSED CHANGES IN THE REGULATIONS OF THE 
DEPARTMENT OF NATURAL RESOURCES

Notice is given that the Department of Natural Resources, under authority 
vested by AS 03.10.020, proposes to amend regulations in Title 11 of the 
Alaska Administrative Code, dealing with graduating the Agricultural 
Revolving Loan Fund interest rate from eight percent to £ commercial rate, 
to implement AS 03.10 as follows:

11 AAC 39 is amended by adding a new section which provides that interest 
rates on certain loans under the revolving loan fund will carry interest 
rates graduated from the current eight percent to the commercial rate. 
Various sections contained within 11 AAC 39 are also amended so as to 
comport with the new section.

Notice is also given that any person interested may present oral or written 
statements or arguments relevant to the proposed action at a hearing to be 
held by teleconference at the legislative teleconference offices in 
Anchorage, Delta, Fairbanks, Wasi11a, and Kenai at 6:30 p.m. on March 11, 
1985. In addition, written statements or arguments may also be submitted 
by mail to the Division of Agriculture, Box 949, Palmer, Alaska 99645-0949 
so that they are received by 4:30 p.m. on March 15, 1985.

This action is not expected to require an increased appropriation.

Copies of the proposed regulations may be obtained by writing to the above 
address or by calling the Division of Agriculture at (907) 745-7200 or by 
calling either Office of the Commissioner at (907) 265-4131 in Anchorage or 
(907) 465-2400 in Juneau.

The Department of Natural Resources, upon its own motion or at the instance 
of any interested person, may, after the close of the public comment 
period, adopt proposals within the scope of this notice without further 
notice or may decide to take no action on them.

Date:



11 AAC 39.261. INTEREST RATES. (a) The interest rate on • 
borrower's first loan with the fund or on loans approved within six years 
following the closing of a borrower's first loan is eight percent.
Interest rates on loans approved more than six years following the closing 
of a borrower's first loan with the fund shall be a graduated rate 
determined under (b) of this section, except that this rate may not exceed 
the commercial rate defined in (c) of this section.

(b) The graduated interest rate for loans approved more than six 
years following the closing of a borrower's first loan shall be:

(1) nine percent for loans approved more than six years but less 
than seven years following the closing of a borrower's first loan with the 
fund;

(2) ten percent for loans approv’d more than seven years but 
less than eight years following the closing of a borrower's first loan witn 
the fund;

(3) eleven percent for loans approved more than eight years but
less than nine years following the closing of a borrower's first loan with
the fund;

(4) twelve percent for loans approved more than nine years but
less than ten years following the closing of a borrower's first loan with
the fund; and

(5) the commercial rate as determined in (d) of this section for 
loans approved more than ten years following the closing or a borrower's 
first loan with the fund.

(b) The commercial rate is the most current rate of the Federal Land 
Bank far the district for which Alaska is a part of at the time the loan is 
approved.

(c) This section governs all loans approved after July 1, 1985.
(Eff. / /85, Register )

Authority: AS 03.10.020
AS 03.10.030 
AS 03.10.050

11 AAC 39.131(a) is amended to read:

(a) A short-term loan will not exceed the maximum term and maximum
dollar limit established under AS 03.10. The loan will bear interest at
the rate determined under 11 AAC 39.261 (EIGHT PERCENT). A short-term loan 
for seed, fertilizer, fuel, and other associated planting and harvesting 
expenses will not exceed the maximum dollar-per-acre-planted limit 
established under (b) of this section.

“ i: ; i :-'_J
11 AAC 39 is amended by adding a new section to read:



11 AAC 39.141(a) is amended to read:

(a) A farm development loan will not exceed the maximum term and 
maximum dollar limit established under AS 03.10. The loan will bear 
interest at the rate determined under 11 AAC 39.261 [EIGHT PERCENT].

11 AAC 39.151(a) is amended to read:

(a) An irrigation loan will not exceed the maximum term and maximum
dollar limit established under AS 03.10. The loan will bear interest at
the rate determined under 11 AAC 39.261 [EIGHT PERCENT].

11 AAC 39.161(a) is amended to read:

(a) A chattel loan will not exceed the maximum term and maximum 
dollar limit established under AS 03.10, and will not exceed a term of
seven years. The loan will bear interest at the rate determined under 11
AAC 39.261 [EIGHT PERCENT].

11 AAC 39.171(a) is amended to read:

(a) A farm product processing loan will not exceed the maximum term 
and maximum dollar limit established under AS 03.10. The loan will bear 
interest at the rate determined under 11 AAC 39.261 [EIGHT PERCENT].

11 AAC 39.181(a) is amended to read:

(a) A land clearing loan will not exceed the maximum term and maximum 
dollar limit established under AS 03.10. The loan will bear interest at 
the rate determined under 11 AAC 39.251 [EIGHT PERCENT]. The loan will not 
exceed the maximum do 1lar-per-acre cleanup limit under (b) of this section 
and must be used for land qualifying for land clearing under (c) of this 
section.



GREENHOUSE GROWERS 
(Alaska Horticultural Association)

John Collette, a member of the Alaska Horticultural Association, 
is from Fairbanks and presents the following points regarding greenhouse 
growers (and the Hort. Assn'n):

(1) Only eight loans to greenhouse growers have been made to date 
by the AG REvolving Loan Fund. Access to the loan funds was made 
available in 1984 legislation. Many mon could take advantage of the AG 
loan funds, but the greenhouse growers have been given no priority loan 
status. Estimate at least 50 growers are trying to get loans. There are 
156 growers now operating in Alaska.

(2) The Agriculture Loan Fund Board is being expanded to seven 
members, and the horticulurists are NOT represented. Request that one 
of their members be nominated (and appointed).

(3) Need a greenhouse specialists available for the Interior, 
preferably stationed at UAF. Currently there is ONE for the entire 
state. This, if funded, would come thror̂ ;' *he UAF Cooperative 
Extension Service.

(4) Soil Tests: Only available place for testing now is with 
Palmer Experiment Station. Takes anywhere from two to six months to get 
a soil sample back. Most growers send samples out of state.

f  wj)- f  " (5) Greenhouse enterprises in Alaska number 156. These employ 
/  approximately 1,000 in the summer months. About 250 of these employees 

T p V  are year round.
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A N  A C T

R e l a t i n g  t o  t h e  A l a s k a  A g r i c u l t u r a l  L o a n  A c t .

* S e c t i o n  1. A S  0 3 . 1 0 . 0 2 0 ( 1 )  Is r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

(1) m a k e  a  l o a n  t o

( A) a n  i n d i v i d u a l  r e s i d e n t  f a r m e r ,  h o m e s t e a d e r ,  o r  a 

p a r t n e r s h i p  o r  c o r p o r a t i o n  c o m p o s e d  o f  f a r m e r s  a n d  h o m e s t e a d e r s  

f o r

(i) c l e a r i n g  l a n d  f o r  a g r i c u l t u r a l  p u r p o s e s i

(11) d e v e l o p m e n t  o f  f a r m s ;

( i l l )  s t o r a g e  a n d  p r o c e s s i n g  o f  f a r m  p r o d u c e i  o r

(iv) t h e  p u r c h a s e  o f  l i v e s t o c k  o r  m a c h i n e r y ;

(B) a n  i n d i v i d u a l  s t a t e  r e s i d e n t ,  o r  a p a r t n e r s h i p  o r  

c o r p o r a t i o n  f o r

(i) s t o r a g e  a n d  p r o c e s s i n g  p l a n t s  f o r  a g r i c u l ­

t u r a l  p r o d u c t s i

(ii) t h e  c o m m e r c i a l  p r o d u c t i o n  o r  p r o c e s s i n g  o f

h o r t i c u l t u r a l  p r o d u c t s  i n  the s t a t e ;

( i l l )  t h e  c o m m e r c i a l  p r o d u c t i o n  o r  p r o c e s s i n g  o f

a n i m a l  f e e d  i n  t h e  s t a t e ;  o r

(iv) t h e  r a i s i n g  o r  c a r e  o f  a n i m a l s  i n  t h e  s t a t e

f o r  t h e  p u r p o s e  o f  m a r k e t i n g  t h e i r  f u r ;

*  S e c .  2. A S  0 3 . 1 0 . 0 2 0  is a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

(b) I n  t h i s  s e c t i o n  " h o r t i c u l t u r a l  p r o d u c t s "  m e a n s  v e g e t a b l e s ,

C S S B  3 4 2 ( F i n )

03.10.020(1)
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/

03.10.020(b)
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f r u i t  p l a n t s ,  g r a s s  s e e d ,  s o d ,  t r e e  s e e d l i n g s ,  o r n a m e n t a l  p l a n t s ,  

' l i a g e ,  o r  f l o w e r i n g  p l a n t s ,  g r o w n  i n  a  g r e e n h o u s e  o r  n u r s e r y .

* S e t .  J. A S  0 3 . 1 0 . 0 3 0 ( c )  i s  a m e n d e d  t o  r e a d :

(c) A  s h o r t  t e r m  l o a n ,  t o  b e  a m o r t i z e d  w i t h i n  o n e  y e a r ,  n o t  t o

e x c e e d  5 3 5 0 , 0 0 0  t o  a n y  o n e  b o r r o w e r  m a y  b e  m a d e  f o r  o p e r a t i n g  p u r ­

p o s e s ,  e x c e p t  t h a t  a  l o a n  m a d e  u n d e r  Ci.<s s u b s e c t i o n  m a y  n o t  e x c e e d  

5 2 0 0 , 0 0 0  u n l e s s  t h e  l o a n  is m a d e  t o  a  b o r r o w e r  in a  f a r m  d i s a s t e r  a r e a  

d e c l a r e d  u n d e r  A S  0 3 . 1 0 . 0 5 8 .  T h e  t e r m  o f  a l o a n  m a d e  u n d e r  t h i s

s u b s e c t i o n  m a y  b e  e x t e n d e d  f o r  u p  t o  t h r e e  y e a r s  b y  t h e  a g r i c u l t u r a l

r e v o l v i n g  l o a n  f u n d  b o a r d ,  i n  t h e  d i s c r e t i o n  o f  t h e  b o a r d ,  u p o n  a p p l i ­

c a t i o n  b y  t h e  b o r r o w e r .

* S e c .  A. A S  0 3 . 1 0 . 0 3 0 ( g ) ( 4 )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

(4) b e  m a d e  f o r  c l e a r i n g  l a n d  o c h e r  t h a n  l a n d  t h a t  h a s  b e e n  

c l a s s i f i e d  b y  t h e  U n i t e d  S t a t e s  D e p a r t m e n t  o f  A g r i c u l t u r e ,  S o i l  C o n ­

s e r v a t i o n  S e r v i c e  u n d e r  t h e  L a n d  C a p a b i l i t y  C l a s s i f i c a t i o n  S y s t e m  a s  

h a v i n g  a g r i c u l t u r a l  p o t e n t i a l  f o r  t h e  p r o d u c t i o n  o f  a n n u a l  c r o p s ,  h a y ,  

o r  f o r  p a s t u r e .

CSSB 3 4 2 ( F i n )



In troduced: 1/30/85
R e fe rred : Resources and

Finance

1 IN THE SENATE BY KERTTULA

2 SENATE BILL NO. 110

3 IN T. >. LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to agricultural loans."

7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

8 * Section 1. AS 03.10.030(a) is amended to read:

9 (a) The farm development, chattel, or irrigation loan made under

10 this chapter

11 (1) may not exceed a term of 30 years, except that a

12 chattel loan may not exceed a term of seven years;

13 (2) may not, when added to the outstanding balance of ether

14 ^ y  \oz.. - made under this chapter, exceed a total outstanding balance of

15 $2,000,000 [$1,000,000];

16 (3) shall be sec ired by a real estate or chattel mortgage

17 of any priority, except that the portion of a loan that exceeds

18 $500,000, when added to prior indebtedness that is secured by the same

19 property, must be secured by a first mortgage;

20 (4) shall bear interest at a rate that may not be less than

21 eight percent or more than the commercial rate, unless the commercial

22 rate is eight percent or less; in this paragraph "commercial rate"

23 means the prevailing rate of interest at private lending institutions

24 in the state for loans similar to those referred to in this subsec-

25 tion.

26 * Sec. 2. AS 03.10.030(c) is amended to read:

27 (c) A short term loan, to be amortized within one year, not to

28 exceed $500,000 [$350,000] to any one borrower may be made for operat-
/

29 ing purposes, except that a loan made under this subsection may not

-1- SB 110



1 exceed $400,000 [$200,000] unless the loan is made to a borrower in a
■

2 farm disaster area declared under. AS 03.10.058. An applicant for a

3 short term loan may be required to purchase insurance through the

4 Federal Crop Insurance Act (7 U.S.C. 1501 - 1520) as a condition of

5 the loan. The term of a loan made under this subsection may be ex-

6 tended for up to three years by the agricultural revolving loan fund

7 board, in the discretion of the board, upon application by the

8 borrower.

SB 110 -2-



In troduced : 2/13/85
R e fe rre d : Resources

and r in an ce

1 IN THE SENATE BY KERTTULA

2 SENATE BILL NO. 155

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the splitting and combining of

7 agricultural parcels."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. AS 38.05 is amended by adding a new section to read:

10 Sec. 38.05.064. SPLITTING AND COMBINING OF AGRICULTURAL PARCELS.

11 (a) The commissioner may allow a person who has purchased a parcel of

12 agricultural land under this chapter that is part of an agricultural

13 development project to split the parcel by selling portions of the

14 parcel or to combine it with other parcels by purchasing a parcel from

15 a private seller.

16 (b) If a parcel is split under this section, no more than one

’i )  farmstead -nay be maintained for each 640 acre parcel resulting from

18 the split. If parcels are combined, there is no limit on the size of

19 the resulting parcel, but no more than one farmstead may be maintained

20 on the resulting parcel. A farmstead may not exceed 20 acres.

21 (c) The commissioner may not allow a parcel to be split or

22 combined under this section unless

23 (1) the commissioner makes a written finding that the

24 proposed split or combination is necessary to promote the public

25 interest; in making this determination the commissioner shall consider

26 whether the split or combination will encourage development of the

27 state's agricultural resources, prevent economic waste, and protect

28 all interested parties including the state;

29 (2) for each parcel resulting from a split or combination,
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a n  a g r i c u l t u r a l  d e v e l o p m e n t  a g r e e m e n t  i s  e n t e r e d  i n t o  w i t h  t h e  s t a t e  

a n d  a p p r o v e d  by  t h e  c o m m i s s i o n e r ;

( 3 )  t h e  a p p l i c a t i o n  f o r  t h e  s p l i t  o r  c o m b i n a t i o n  o f  p a r c e l s  

d e s i g n a t e s  a n  o p e r a t o r  f o r  e a c h  o f  t h e  p r o p o s e d  r e s u l t i n g  p a r c e l s ;

( 4 )  t h e  c o m m i s s i o n e r  p r o v i d e s  p u b l i c  n o t i c e  o f ,  a n d  a n  

o p p o r t u n i t y  f o r  a  h e a r i n g  a n d  w r i t t e n  comment  r e g a r d i n g ,  a  p r o p o s e d  

s p l i t  o r  c o m b i n a t i o n ;  a n d

( 5 )  t h e  c o m m i s s i o n e r  m a k e s  a v a i l a b l e  t o  t h e  p u b l i c  a  w r i t ­

t e n  e x p l a n a t i o n  o f  t h e  p r o p o s e d  s p l i t  o r  c o m b i n a t i o n ,  i n f o r m a t i o n  o n  

how t o  o b t a i n  a  c o p y  o f  t h e  a p p l i c a t i o n  f o r  t h e  p r o p o s e d  s p l i t  o r  

c o m b i n a t i o n ,  a n d  t h e  p r o p o s e d  a g r i c u l t u r a l  d e v e l o p m e n t  a g r e e m e n t s .

( d )  The  c o m m i s s i o n e r  may a d o p t  r e g u l a t i o n s  t o  i m p l e m e n t  t h i s  

s e c t i o n .

SB 155
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