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Kidder, Peabody & Co. 
INCORPORATED 

9,;,,,;,..; IJ'6Y 
NEW f ORK • b os· ON . PHILAOELPHIA CHICAGO 

S AN FRANCI S,... ~ LOS ANGELES • ATL/•NTA • CALLAS 

Rep . Clark Gruening, Chairman 

4 100 SEATTLE FIRST NATIONAL 
BANK BUILDING 

SEATTLE, WASHINGTON 9€'154 
TELEPHONE 

(206) 628·8511 

September 9 , 1977 

Special Conunittee on The Alaska Permanent Fund 
528 West 5th, Suite 270 
Anchorage, AK 99501 

Dear Mr. Gruening: 

Thank you for tak~-he-tlme 

t ~ -As per our discussions during my visit, we have spoken ar ain with Mr. 
Robert Blixt, Executive Secretary , Minnesota State Board of Investment , 
and he would indeed be willing to travel to Alaska to prl'vide advice, 
where meaningful , to your Permanent Fund Special Committee. Mr. Blixt 
would welcome your telephone call to discuss this subject and he advises 
us that a convenient time to call him would be 11:00 a . m. Anchorage time 
on Wednesday, the 21st of September. (Mr. Robert E. Blixt , Executive 
Seci:e t ary, Minnesota State Board of tnvestment, Ropm lQS - MEA BuilO.i.ng, 
S~ SJ1erbu..rne Avenue . St . Plfcrl1 Mi11n<!Sota , 55TS5 . Mr. Blixt ' s secretary 
is Caroline Peabody, t elephone numbers~(Ol~) 296-3328 or. 3329. If no 
answer, try (612) 296-6252.) If you find this time inappropriate, please 
cull me so I can rearrange the schedule. If you do not call, I will 
assume Mr. Blixt will be hearing from you on the above date. 

---------For your information , I have enclosed n copy of the original letter and 
material sent to Mr. William Hiles covering our ideas on people who might 
be of service to your Special Permanent Fund Committee . Aloo enclosed, 
plensc note speech made i n 1969 covering thoughts on the investment manage­
ment of Alaska ' s earlier receipt of oil lease sales monies. 

If I or Kidder, Peabody can be of further service , plcnse don't hesitate 
to osk for our hlllp. 

EAB:pc 
Enc . 

~;J;.J...o:.J-r .......,,' ~· ~'l'H7' 
Ernest A. fiurgcss 
Vice Pres1dcnt 
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The Kidder, Peabody Equity Valuation Model 
has been in use in its present form for more than 
two-and-a-half years. The methodology itself was 
refined from work begun in 1973, based largely 0n 
that of the early theorists in security analysis. This is 
the fourteenth publication of these valuations since 
'1974. They were issued on a roughly quarterly basis 
until last month, when we swi tched to a monthly 
schedule because of the spreading interest in 
quantitative investment-selection methodologies. 

As before, our ana lysts calculate for each 
company a normal ized earning::. base, an estimated 
long-term growth rate, and an estimated dividend 
payout rate. The analysts are also asked to suggest" 
ri sk grour; ranking in a range of ·1 to 5, which the 
Portfolio :>trategy Group then considers in relation 
to the tot.11 universe. These• data are projected Into 
the future and then discounted to present value 
using what we regard as appropriate discount rates 
nr 1 ate of return requirements for each company. 
The discount rate for each company is assigned in 
line with the risk group ranking in order to align the 
requ ired rate of return with thl? risk assumed. 
ThcoreticJI price/earnings ratios and present va lues 
arc then compared with ac tual stock prices for 
gl1irl,1T1cc• in identifying overv<1lucd and undervalued 
stocks. 

This mon th's da:t1 an: basPd on mar!<et or 
average discount rates of 12•x, and 13%, unc ' ·1ngcd 
from I.1st month. We havt? been using ,, 12% 
discount rate wi th a lean toward 13% since c<Hly in 
tlw year. This " lean to n" rc•fl<'Cts our uvNall 
lnV<!S lm11nl pol icy, which hils emphasilcd risl;lg 
ri!.k!t in tlw 1!quity area. (for pertinent details, st~c 

/11 vc1)lmc.•n1 /10/iq1 :lnd 11mtfolio ~tr.1t1•1w st udit.:s of May 
i; ,1nd June ·.M.) 

In the past, when we were using a single 
number as the average discount rate, we normally 
used plus or minus 15% as the breakpoints around 
theoretical present value. In other words, the price 
of a stock was deemed too high if ii was more than 
·1s% above theoretical value and too low if it was 
more than 15% below. Because we are, for this 
report, using a discount rate range of ·12'X1 to 13'X,, 
the plus or minus ·1s•x, breakpoint is less applicable. 
We con tinue to suggest, however, that investors 
use the data with discretion, rat~ : than simply 
responding lo bald statistics. We are therefore 
continuing to usl.! a " range of value" approach with 
a L_ :!akpoinl of plus or minus 7%. Thal is, stock 
prices would appear to be too high if they are more 
lhnn 7% above the range, and would seem to be too 
low If they nrc more than 7% below the range. On 
this basi s, of the '189 companies covered in thi s 
issue, the prices of 104 look about right (within the 
range of va lue) while 26 look too high and 59 look 
too low. F<' r perspect ive here, if we were to use a 
straight 13% discount r,1\c (and a breakpoint o f plus 
or minus 15%), ·1 t7 would be within the rnnge whil<' 
40 would look loo high and 32 too low. 

Use o f such ranges of value should be 
particularly interesting during this difficult period 
for the market. Stock prices that arc well outside the 
rnngc (incl i<.:t11ed by + or - signs) should be 
intensely scrutinized ar; poHiblt• sell or buy 
candidaics. 

Portfolio Slr.lll>gy Group 
Wiiiiam I. \. illard, CrA-Dircctor 

Barrr W. Llttcl, CFA 
lt>rrold H. Mulder, Cf A 

I i11da H. Cl1C'rico, Research Assistant 
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Equity Valuation Model Applied to 189 Companies 

Projec1etl Thcorec lcal !lase· 
Theoretial 

Growth Dividend Risk PE Rs Period 
Present Values Price 

Rate Payout Group1a) 13% D.R. 12% D.R. EPS(b) 13% D.R. 12% D.R. S/4/77 

lbslc Industries 
Alcan Alumlniurn 10 30 5 6.7 7.5 4.25(N) 28 32 2·. 

+Alcoa 10 30 5 6.7 7.S 5.50(N) 37 41 51 
-Armco Scee! 8 40 4 7.2 8.1 4.25(N) 31 34 24 
- &thlchcm Steel 8 30 ·I 6.4 7.3 4.50{N) 29 33 23 

Betl Laboratories 15 30 3 13.9 16.7 1.90 26 32 30 
- Boise Casc~de 12 30 4 9.4 11.0 4.10 39 45 27 
-Champion Intl. 10 30 4 7.S 8.5 J.OO(N) 23 26 20 

Crown Zellerbach 8 40 4 7.2 8.1 4.40 32 36 35 
Gcor gla·Paclflc 12 30 3 11.0 13.1 2.65 29 35 28 

- Grut Norrhcrn NckoosJ 10 30 .1 7.5 11.5 4.00 JG 34 27 
Inland Steel 8 40 ·I 7.2 8. 1 5.50(N) 40 <15 39 
Kaiser Aluminum 11 10 30 4 7.S s.s 4.7S(N) 36 40 34 
N;ulonal Steel 8 ·10 ,, 7.2 8.1 5.00(N) 36 40 35 
Phelps Dodge 8 40 4 7.2 8.1 4.00(N) 29 32 28 

- Republic Scee! 8 40 5 G.S 7.2 4.'IO(N) 29 32 23 
Reynolds Metals 10 30 4 7.5 8.S ·l.'iO(N) Joi 38 37 
St. Regis Paper 9 40 4 7.8 8.7 3..15 -27 30 30 

- Union Camp 12 30 J 11.0 13.1 s.so 61 72 52 
- U.S. Sr cl 8 40 ·I 7.2 8. 1 S.SO(N) 010 ·15 35 
- Weyerhaeuser 15 30 3 13.9 16.7 3.00(N) 42 50 32 

Capital Goods/Construction 
+Babcock l'. Wilcox 10 lO ·I 7.S 11.5 .1.75 36 ·10 •18 

Black & Decker 12 JO .1 9..1 11.0 1.50(N) l·I 17 16 
Brnwnini:·hrrl\ 12 JO 'i 8.1 9..1 I.OS 9 10 9 
Bucyru\·Eric II 10 ·I 11.5 9.8 1.SO 2 1 24 2 1 
c~rricr 8 JO ·I li.•I 7.3 2.JO(N) 15 17 17 
C~terplll~r l r.1ttnr 11 30 1 9.8 ; I. I 5.10 5 1 59 SJ 
Chi~J>:O Dridi:c 8. Iron 11 •10 3 10.7 1'.U 4.7S(N) 51 SS 59 
CornlluHlon Lni:. 10 40 4 8.3 \l.J S.90 4!1 55 58 

- Deere 10 JO ii 7.S l! .5 ·1. 'iO J.I 38 27 
Lmcrmn l.lcctr ll II 50 2 I J.3 15.6 2.-1 5 33 38 J4 

- Envlro1cch 1 s 30 <I 11 .R 1).9 .J.00 ·17 51i 40 
t l·mtcr Whcclr. r 8 ·10 •I 7.2 8.1 2.8 5 21 2:1 2(i 
• C.Ardncr ·Dcnvcr 10 40 ·I 11.J 9.J I .SO 12 "' 17 
Gener al Lie ctr ic 1l 11 50 1 11. 3 I S. l'i 4.75 (jJ 74 55 
Gcnrr.11 511111.11 12 30 11.0 13.1 i .JJ 2<i J I 21! 
W.W. C..ralni:rr IS w 12.R I S.S 2.JU •JI) J(j 30 
ln~cr,oll · R.1111.l 10 50 l(l.2 I I. 'i S.<iO 57 6'I 6·1 

- lntcrn,11 londl 11.uvr\ tcr 7 10 ii S.9 6. 7 ,,.90 .11 "'' II 
J11hn~·M.111vilh• 10 JO .1 7.S l!.S ·l.SO(N) 34 38 J(i 

M~\toil I S 10 j 12.R 1 ~- s 2.01) 26 J 1 21 
- t.1,h\C} · I cl~UWll 10 JO <; '"' l. S 'i .OO(N) JI 38 20 
- McC.. r d w· L1li,un 7 so l 8.2 'J .1 l.M JO 3·1 2f1 
- Owrm·Curnini; 12 10 J 10. 1 I 2. 1 7. 1() 71 8h (15 

Pr~llody lnll. l 'i JO ·I 10.7 11.8 2.2S J.I }') 1.1 
RcliAnLC LICL rrh 10 '10 J 9.'} 10.S J.30 JI 3S 32 
~htr Wiii• Will i A 111\ 10 •IQ ·I ll.l 9 'I 11..JO(N) 17 .11 l2 

• 'ilJlWC U 10 so ,, IJ.I 10.2 J A S 21 J'j 27 
I frAllC 8 lO ·I ''"' 7.) ·1. 2'i 'J7 II )9 

WA\fC MJnagc1111·111 IS 10 ·I 11 .8 I I 'J l .tiO l 'J 22 '" Wc\llr11:hou\r I ·10 h.0 
'' · 7 

1.110 111 JO JO 

Conu1111rr Uu" hfr, 
thw1rl .. n 'jp. r~ 1'11111 I\ 'iO •I 7. 'J 11,11 I' I~ II 17 II 
Chry\lcr \ JO s ·1.0 •I.ii ·I. \II( NI 111 JO ltt 
I vrd1l ' lO ·I S, I 'i .I! ' ' · Hl(N) 47 H •I-I 
C1c11tr .1I Motul\ ~ r,o I 7.11 ll .1 10. JO(N) IHI l!'I <iH 
<·rnulnr l'.trl\ 12 ·10 ) I •I. I I 7.0 V t S H ·12 14 



Projected 

Growth Dividend 
Rate P.iyout 

Maytag 8 70 
-Snap·On Tools 12 30 

Sunbeam 8 40 
- Whirlpool 11 40 

Consumer Nondurables 
- Avon Products 12 60 
-Chcscbrough·Pond 's11 12 40 
Colg~tc·Palmollvc 12 40 

+Gll lcltc 11 7 40 
Int. Fliv. & Frag. 15 40 
Johnson & Johnson 15 30 

+Noxell • 8 40 
Procter & GJrnblc 11 40 
Revlon 11 12 40 

+TarnpJx • 8 50 

Consumer Services 
- Amer. llroadcastini: 12 30 

Capital Chics 12 10 
- COS 12 40 

D.1yton· I tudson 10 30 
Oow Jone~ 12 so 
Eckerd (lack) 12 J O 
Federated Dept. Sture\ 11 9 40 

- Gannc:ll IS 40 
- Knli:ht· Ridder Ncw~p.1pcn 12 JO 

K M.irt IS 20 
- l.on1t\ Oru11 ~tores 1 s 30 

Lowe's Cu~. 15 10 
May Dept. Stores K •10 
l·".1ylc\s C.1shw.1ys 15 10 
Penney, J.C. ') •IO 
l'ctrlc: Store\ 15 ·10 

- Revco D.S. IS 20 
- IUtt .. Ald IS 20 

Sc.HS ') so 
St.ind.ml llr.11111\ 11.11111 15 20 

- l i111l'S·Mlrwr 12 10 

f.11er1ev 
1\tl.111th. Rlt hflchl l \ JO 
Li iie~ Srrvltc R JS 
Corrllncnt.11 Oii 9 30 
I ·"tern G,1\ ~ I ud ') 10 

I '''111 9 ·10 
c;ulf I) ·10 
llu11 \ l•1rr N.1tU1 .1I ( 1.1\ ll JO 
M•r.11h1111 01111 ., 10 

- Muhll •) 40 
Phllll1h l't0 lr uleu111 ll 10 
l'llhlUll ') HI 
lt•1y.1I l>uld1 II 10 
'lhl'll 011 ti 10 
"i1.111d.11d uf ( µ 11. 10 IO 
'i1.1111t.111I Oil (lrrd.J, I ~' ·IO 
'11111Ull R IS 
'I l' \ .l lll <) rn 
lllll1m Oil of I .1111. II IO 

Theoretical Base-
Risk PE Rs Period 

Group(i ) 13% D.R. 12% D.R. EPS(b ) 

3 10.•I 11.S 2.60 
2 13.1 16.0 2.30 
4 7.2 8.1 3.1 s 
3 10.7 12.3 2.90 

2 16.1 19. t 3.30 
2 14 1 17.0 1.90 
3 12.0 14. I 2.20 
4 6.7 7.5 3.00 
3 15.0 17.8 1.20 
2 16.7 20.4 4. 15 
4 7.2 8. 1 I. 75 
1 I •1.6 17.3 S.9 S 
2 14.1 17.0 ).00 
4 7.9 8.9 3.2S 

4 9.'1 11.0 S.2S(N) 
3 9. 1 I I. I S. IO{N) 
3 12.0 14.1 6.00(N) 
·1 7.5 8.5 •I.SO 
3 12.9 I S. 1 2.2S (N) 
4 9.il 11.0 2.10 
3 8.7 1).8 1.80 
2 17.8 2 1.li 2.GO 
) 11.0 13. t 3..15 
3 12.1! I S.5 2. IS(N) 
3 1 J.') lh.7 I.B S 
3 11 .7 1 ·1.J 1.75 
4 7.7 11. l J.JS 
4 'J.7 II . 7 I.SO 
3 8.7 9.8 J.JS(N ) 
·1 12.8 15.() ti.20 
4 10.7 12.11 l.') 0 

" 10.7 12.8 1.80 
3 9.6 10.7 2. ll'i 
2 I S.S l'J . l 2. H 
.I 11.0 I I. I l..1•1(N) 

·I 11.8 11.'I h.00 
•I (1.8 7.7 11.rn 

" 7.0 !.') ol.:!~ 

·1 7.0 1.') l.OO(N) 
J R. I 'J .R f1,ol O 
J IU 'J .8 •I.SO 
J 11.0 11. l l.70{N) 
·l 7.0 7.'J 7.00 
·1 7.8 IU 'l.7S 
•I <l..t 11.0 l.llO(N) ,, 70 "/ •I •l OO(N) 
•I (1.•I 7. 1 I I.JO 
·I lt .·1 'l. I S IS 
1 11. I l (). s ft ,(}() 

·I 7. 11 II. 7 11.70 
•I Ii .II 7. 7 h. IO 
•I R. ~ 'l,6 u .. 
·I h.·I 7, J 7..10 

Kidder, Pe.body '4 Co. 
lacorponud 

Theoretiul 
Present Values Price 

13" D.R. 12" D.R. 8/4/77 

27 30 30 
30 37 27 
23 26 23 
31 36 23 

53 63 48 
27 32 22 
26 31 26 
20 23 27 
18 21 21 
69 85 70 
13 14 18 
87 103 81 
42 SI 40 
26 29 35 

49 511 •IS 
46 S7 ·19 
72 8S GO 
3'1 38 36 
29 3·1 3·1 
20 23 22 
33 37 38 
·1G SG JG 
J S ·15 3·1 
28 33 28 
2(1 31 23 
20 25 22 
~M 27 26 
IS 18 16 
29 JJ 36 
7'J ')J 7S 
'lO 2·1 18 
19 23 lh 
27 .10 JO 
311 ·IS J.I 
211 33 2·1 

71 83 57 
58 6<; 58 
30 J •I 32 
:!I 2·1 21 
.. Ci 63 S} 

JIJ ·lot 111 
·11 48 12 
·l'J SS H 
16 SS (i ll 

Jt, ·12 ..12 
:?8 32 27 
72 I.!! ... , 
II )8 l2 
St. ltJ "" 51 ~R \2 
·M ii ') ·l 'i 
12 lh ) 'l 

·17 ... , s .. 

3 



Kicider, Peabody C!J Co. 
l•ccwpoNtcd 

Financial Scrvlce5 
- 1\mcrlcJn Express 11 

Bank i\mcrlcJ 
+Danker' Trust NY 
- Bcncflci.11 Corp. 

C. l.T. rlnan~IJI 
+ C:ha~c M~nharr .111 

C.hcnik.11 NY R 
- Citicorp 
+Connecticut Gcnrr.11 

ContlncnlJI llllnol~ 
Fir~• Bani. 5) ~t ern 
nr~• ChkJ)tO 
I Im In tl. 11 .mC\hJrc' 
Walter L. I kll rr Intl. 
I louschold I irw1cc 
Jclfcr~on l'ilut 

•Lincoln N.111011.11 <.11111. 
M~nul.1~ 1011• 1\ I '.111t1v1•r ~ 

Mor.:.in (J.1'.:1l 
NL l Corp. 
So111h""c'1rrn 1111• 
W.1~huvl.1 

llc~ lrh r"c 
i\mcril.rn I 10111~ 1'11111. 
ll r hrol ·Myc" 1 .11. 
I.illy (111) .Utlf ( II , I( 

Mer LI. 
1'1111•1 1 11 ~ . 

• '>1 h1·1l11i;· l'lo111o:h 
• S111l thK ll111· I 111p 

S1111 ihh 
U11luh11 

I \\',11111'1 f ,tll lftt•tt 

r f Cl111olt1KV 
1\11111 111.ttr l lldt.11'1 111 . 
llrd .111 .111 lm 1111r111•111 , 
I 11\l lllJ(I "•Kid~ 
f 1llrd1lf1I ( ,11111'1.I 
l kwlc•11 l'.1d-.11 1f 

• lf1111qYtcll 
lllM 
/11 111111111.1 lrh 

1 NI 1' 
1'1·1 l.111 I lrm 1 
1'111 .uulcf 
'>11t'1t\ H.11111 
I cl.1111111\ 
I 1 ' ·" lll\fl llllllll t\ 
V.11 1.111 l\ \\u t , 
Xt1 fU \ 
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Projr ctcd 

Growth Dividr nd Risk 
RlltC PllYOUt Group(ll ) 

15 30 J 
11 30 3 
5 50 5 
G J O 3 
7 50 4 
7 40 5 

12 JO ·1 
8 20 ·I 

10 30 " 10 30 I 
10 30 " 11 30 3 

(J ·10 •I 
7 10 ) 

10 10 2 ,, -10 ·I 

II 30 J 
10 10 2 
10 20 2 
10 .lO .I 

11 s 'i 
1J H 

11 <10 J 
12 ·10 I 
ll ·10 ·1 

11 .ii) 11 
111 ·10 l 
I) 411 I 
I ll Hl 

l 'i IO ) 

I ~ ~Cl ·• 
II 'i ll l 
I '• )() s 
I \ 10 
II Ill 

I} hfl 
l 'i II) ·I 
II !II ·I 

l .! Ill I 
I! II) I 
II JI) I 
I \ !O 
I ~ tu 
I '• :m •• 
111 lfl I 

Theoretical Bue· Theorrtical 
PE Rs Period Present Vll lues Price 

13% D.R. 12% D.R. EPS(b) 13% D. R. 12% D.R. 8/4/77 

13.9 16.7 3.65 5 I 61 110 
9.8 11.4 2.70 26 3 1 25 
5.8 6.4 11.80 28 3 1 37 
G.3 7. I 4.20 26 30 23 
7..1 8.2 ·I. 75 35 ·39 36 
6.0 b.7 3.SO 21 23 33 

9.'I 11.0 J.JO J I 36 28 
S.7 6.5 6.00\N) 34 39 53 
7.5 8.5 ·1.00 30 3il 28 
8.S 9.6 ·I.SO 38 43 36 
7.S 8.5 2. 75 21 23 2 1 
9.8 11 .11 .1.2s ·12 ·18 ·12 
6.2 7.0 :uo 17 19 20 
6.7 7.6 3.00 20 23 20 
8.7 10.2 J.O'i 27 3 1 JO 
(,,l 7.0 il.40 27 3 1 38 

•).8 11 .'1 S.JO 52 60 so 
8. 7 10.2 J.05 27 3 1 26 
8. 7 10.l 2. 1 s 19 22 IK 
K.S 9,(, 1.90 16 18 17 

111. I lll.'I I .'IS J I 37 '29 
11 . 5 11.h 2.H 1:! )7 .u 

12.ll l •l.I 1.Ci5 4·1 5 I S•I 
12.0 1·1. 1 l.h'i J1 :l7 2h 
1.l ll .1 I.I s 21 26 12 

10. 1 I .'.II 2. ll 'i '2'J ·1o1 I 
') . 1 I Cl. S 2.1.11 2·1 }.7 2(1 

I J.O 1·1. 1 l. '.ll) Ill •1'i 3·1 
') . ) Ill. \ ! . II) '.! I '.M :HI 

I f1. 7 JO ·I l.7 S l<J 1(1 JR 
10.7 I l. 11 .! . I 'i 2J 211 28 
I l.I I S.11 ·I. SO hO 7U 'i8 
•1 1 I fl. 7 -1.00(N) 11. ·IJ 27 

lol . I 17.'J l.H(N) t.8 85 110 
I . I ll. 2 'i.111} .J j ·18 'i .! 

l'l . I .!1.R I 7.'IO 1·12 ·1118 l <1'J 
11 .11 11.'I l.IUl H n ·l 'i 
~ I ,, s 1.1111 l7 JI •IS 

II 0 I I. I I .lttl II! l 1 .!O 
'IA I I.I) J.110 }h II J'J 
11.'I 111.·I •I, /ti ·IJ ·l'I lh 

I U I 'J. I .!.IS •II 'i i l·I 
lh,7 .'0.-1 \.'i ll •1 .. • II .! 'Ill 
I O. / 11.1! 1.70 IX .' l II! 
II.\ ,, ,, s.011 ·11 ·111 \ I 



Projected Theoretical Bue· 
Growth Dividend Risk PE Rs Period 

R<itc P;iyout Group(;i) 13% D.R. 12% D.R. EPS(b) 

Transportat ion 
Ourlington Northern 10 20 5 5.9 6.6 7.00(N) 

-Chcssie System 10 30 " 7.5 8.5 5.65(N) 
- Consolidated Frcigh t 12 30 3 11.0 13.1 3.70 
- Mclean Trucking 12 20 3 10.1 12.1 3.20 
- Missouri Pacific Corp. 10 30 4 7.S 8.5 8.15 
- Norfolk & Western 10 30 4 7.5 8.'i 4.?'i{N) 
+Rio Grande Industries 10 30 4 7.5 8.5 2.60 
- Roadway Express 15 20 2 15.S 19.l 2.-15 

Santa Fe lndu~t r lcs 10 JO 4 7.5 8.5 5.JO(N) 
- Seaboard Co;i~ t Linc 8 30 5 s. 7 6..1 7.20 

Southern J>,iclflc 8 110 4 7.2 8. l •l.65 
Southern Rallw.1y 10 •10 4 8.3 9.3 7.00 
Union l'acillc 12 .so 3 12.0 14. 1 '1.70 

- Yellow Frci>:hl 15 20 2 I S.5 19. l 2.85 

Ut ilities 
Allegheny Power Sy\. 4 60 l G.9 7.7 2.70 
American lei. ,i:, 1 clc. s GO 2 8.7 9.7 6.80 
Carollna J>owur .ind Lli;ht s 60 3 7.8 8.7 J. 10 

+Ccn1r.1 I & Sout h We~t 5 r.o " 7. 1 7.8 l .95(N) 
Clnn. G.1~ & Llci.. (1 70 3 9. l 10.1 2.1!() 
Clcvcl.tnd lcuril. ~ 70 4 7. 7 8.5 4.20 
Cornmonwc.1l th l:dlson 5 70 I 8.5 •1..1 ). 10 

+Florid.1 Powc1 .111d I i>:h t (l 40 ·I 6.2 7.ll J.lO 
General l cl. ,It !Jee t. 7 60 ) 9.0 10.0 J.70 

•Gulf St,1lc\ Utilitlc\ s 60 •l 7. 1 7.K 1.65 
1 luuston ln1h1\ tr lc' 7 ~o 8 . .! 'l.2 4.30 
llllnoi' Power 5 70 1 8.5 9A 3.00 
Middle 51111 111 Utllltb ~ 70 ·l 7.7 8.S 2. 15 

+Ol.l .1ho111.1 Ga) /:,. Lice 11 It .. s 611 ·l 7. 1 7.R l.90 
+ 1'.1ciflc Ga\ S 1:1c1.11 ic ·1 so ~ 5 . ..! S.7 J.10 

rublit ~crvl cc ur lml. 11 60 I 8..1 9.·I 3.20 
4 So111hc111 C..111, Ldhon ·I so s 5.1 u J.60 r .... ,.1~ Utlli tlc\ 7 ~o 11..l •u 2.50 

Whcomln LIClllil l'owcr 7 f10 9.0 H:.o .I.JS 

Nole: /\1 1h1· d11w 011 Att)(ll\I ·1, 1•177, 1111' IJnw )Olll') l11d11,1il.1I 1\11•1.ti:c ~1 11ud .11 8XH .1111 l tlt1• ,\,~/> ', ()I/ ,II CJ!l , 7, 
I he \l11~ J.. 1, w11c111ly more 1h.1n 7% .1bovc the thcorel k JI 11rcwn1 v.1 luc r,mi;r. 
l hl' \lu~i. h w11c111lv more lh.111 791, brlow the lltcorc1lul 1w·,cn1 YJIUc rJn)lc. 

K I l1:u11•\ omitted lll'lJU\C of 'ii I.. or other lei:JI rc11ulrcmcnh. 
(N) 

Kidcl~r. f»eabody ~ Co. 
lacefPO"tetl 

Theoretlc;al 
Present Values 

Price 
13% D.R. 12% D. R. S/4/77 

41 46 49 
42 48 37 
41 48 23 
32 39 20 
61 69 45 
32 36 28 
19 22 24 
38 •17 30 
40 4S 38 
4 1 ·16 33 
33 38 36 
58 65 57 
56 li(j 52 
•M s.i J I 

19 21 22 
59 66 63 
2·1 27 25 

'" 15 17 
25 28 2·1 
32 JG 3.1 
26 29 ) I 
20 '..!J 27 
JJ 37 JJ 
ll 1·1 l·I 
l'i ·10 )·l 
2h 2H 28 
17 l!I 17 
11 IS ICJ 
1(, 18 25 
27 JO 31 
19 .!I .u. 
JO 21 21 
10 ll JO 

N111 m.tlitccl 10 C\t.l11ilc C\lr,1u111in.iq1 t ydilJI or o ther 11unr rcu11ini: inlltH'lllC\. 
(~) I hl· 11,1 1:1t11111 rcOcCI) 1111r ·"'N'mc111 ol buth runcl.1111c111.1I .1mJ 111.irkct r 1\1.. 011 .1 I ·to· ~ \CJ le, S l11dl1.111•cl the hl11hc)I 1 j,J.. , 
(h) L.1111lt11:' "" which lu11i:·1c1m i:111w1h 1.11c 1, h,1,t'll. l 1·pll,1lly, lhr numbc" i11 lhh column .11r 0111 11111 11 di111 11•1I ~\li111.11c, tor 1.11t·11iJ.ir 

I IJ77. 
Kidder, l'r.iluut1• .'ii l.o. l11 lorpu1 .11cd w," m.111.11wr or l11·m.111.1ii1•r o f rhc 111m1 11•r,•111 1111hlll olfcrlni; 01 \nurlll r, o l 1111, i\\lll'I. 
"-lchlcr, I'• .1h111lv .~Co. lnwrpor.111·11lhll.tlly111<1!.f' ,1111.Hl.t•t 111 lh<'\1' \h.111•\ .11 111 .tci.o1dlni:I\ 111.1v h.1vi' .11111\ltion in llH'm whk h 111.11 hl· 
111111•.1\ed 111 1lrcrc.1\ctl from lime 111 lime. 
Kh.lrlcr, l'r .1lo11ll1' Sc<Urlt lc' I lmh rll, .1 \\holl\• ownnl \llh\ltli.11 y ot I< Ide.Irr, 1'1".lllotl) ,t fll. l n~u11111r.11t·1I, U\11.111\ mJJ..c\ .1 111~1 lo.ct 111 1h1• 
lllOVl!lllhlr I 11ml•1111ll\ of lhl, lllfllP~ ll \1 Jilli olllOllll111:I)• ttlJ\ h.nc .1 pu~illon In them lhJI m.I\' bl' 1111 lt'.l\Cd ur dcCll'.l\1°111111111 llnh' Ill 
lllllo', 

s 



Kidder, Pe1body 61 Co. 
l•CGtponerd 

Profecled Dividend 
Payout RJlio(%) 

l'rojec1ed Olvldend 
P.1youl R.11 10{") 

6 

Appendix 

PERs Specified by Equity Valuation Model Using 10% Discount Rate(#) 

Projected AnnuJI Growth In Ennlngs Per Share(%) 

3 s 7 8 10 12 15 

10 17.3 22.4 

20 9.3 10.2 12.0 18.4 23. 7 

30 8.6 10.2 11.1 13.0 19.S 25.0 

40 6. 7 9.4 11.0 12.0 14.0 20.6 26.3 

so 7.4 10.2 11.9 12.9 IS.0 

60 8. I 11.0 12.8 

70 8.8 11.8 

Nole: This table rcflccls lhc following assump1ions regarding 1crminal multiples: 

Grow1h Rare 3% 5%- 10% 12%·15% 
Terminal PER 7.S 10.0 13 • 

PE Rs Specifi ed by Equity Valuation Model Using 1 ·1 % Discount R;i te ( #) 

l'rojec1rd Annu,11 Growth In Earnings Per Slwc(%) 

3 s 7 ll 10 12 15 

10 11.9 17.9 

'lO 11.0 8.6 10.~ I ·1.9 19. 1 

30 7.S 8.8 9.S 11.l 16.0 20.'I 

40 5. ') 8.2 9.6 10.-1 12.1 17.0 21.G 

50 (j,(, •).0 10..t 11.l 11. 1 

(j() ·1. J '). 7 IU 

70 Ito 10. ~ 

No1c: I hi\ IJhlc rcllcl h lhc lullowlni: .1w1111pl lu11' rrl(Jtclirrl( lcrrnin.11 rnuhiplcs: 

Growth R.Hc J% 5%· 10% 12% IS% 
lcrm in.11 PLR l•.K 'J. I 11 .7 



Appendix (Cont 'd) 

PERs Specified by Equity Valuation Model Using 12% Discount Rate( #) 

Projected Annual Growth In Earnings Per Share(%) 

3 s 7 8 10 12 15 

10 11.1 14.3 
20 6.8 7.4 8. 7 12.l 15.S 
30 6.5 7.6 8.2 9.6 13.1 16.7 

Projected Dividend 40 5.3 7.2 8.4 9.1 10.S 14.l 17.8 
P;iyout Ratio(%) so 6.0 7.9 q,2 9.q 11.5 15. ! 

60 6.6 8. 7 10.u 

70 7.3 9.4 

Note: This table reflects the folto ,.,;,,g assumptions regarding terminal multiples: 

Growth Rate 301 10 5%· 10% 12%·15% 
Terminal PER 6.3 8.3 10.1 

J>ERs Specified by Equity Valuation Model Using 13% Discount Rate(#) 

Projected Annu.11 Growth in Earn h111s Per Sharc(%1 

3 5 7 8 10 12 IS 

10 9.1 11.7 
20 S.9 G .. S 7.G 10. 1 12.8 
30 5.8 G.7 7.3 8.5 11.U 13.9 

l'rojcclcd Oivldcnd 40 4.IJ 6.11 7.'1 8.1 9.:1 12.0 15.0 
1'.iyu111 Ratio(%) so 5.'1 7. 1 8.2 8.9 10. 2 

60 6.0 7.8 8.9 

70 6.6 11.5 

Note: rh i\ t.1hlc rcllcc t ~ the following am1111rtiu11~ rrg.11dlni; tcr111i11.1l 111111t lp lcs: 
(;1ow1h Rate 3% 5%· 10% 12%·15% 
I erm Ina I I'[ R S.8 7. 7 8.9 

7 
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Appendix (Cont'd) 

PERs Specified by Equity Valuation Model Using 14% Discount Rate(#) 

Projected Annu1I Growth in Earninss Per Shue(%) 

3 5 7 s 10 12 15 

10 7.5 9.7 

20 5.2 S.7 6.6 8.5 10.7 

30 5.1 5.9 6.4 7.S 9.4 11.8 

Projected Dividend 40 4.3 S.7 6. 7 7.2 8.3 10.3 12.8 

Payout Rat io(%) 50 ·1.9 6.•1 7.4 7.9 9.1 

60 5.S 7.1 8.1 

70 fi.1 7. 7 

Nore: This 1.iblc rcf1cc1s 1he following imump1ions regarding 1crminal mulliplcs: 

Growth R;11c 3% 5%·10% 12%· 15% 
Terminal PER S.4 7.1 7.9 

PERs Specified hy Equi ty Valuation Model Using 15% Discount Rate( #) 

Prujccrcd Annu.11 Growth In t: 111ngs l'cr Share(%) 

3 s 7 8 10 1'.l 15 

10 5.1 6.J 8.1 

'lll 11.6 5.tl 5.9 7.'J. 9.1 

311 il.G 5. 3 s. 7 6. :1 ii.I 10. 1 

l'rniccrcd Divhlt'111I ·Ill •l.O S.2 li.O 6.S 7.!• R.9 11.0 

1',1y1111t R.1110(%) ~o 11.5 5.8 6.7 7.'J. H.:! !UI 

611 5.1 h.5 7.'I 7.9 

70 'i. 7 7. 1 

No re: I hi' 1.1hlc rcllcL I\ the lollo wing .1"11m111ions 1c11.1111ing 1c1minJI mul1ipl c ~: 

Growlh R.llc J ?~ 5'16· 10% 12% IS% 
l<'rminal l'ER s.o (J.7 7. 1 

( fl) Whrn 1 2~{, I\ 11\Cd .1s !he .1vcr.1ge diSlOUnl IJIC, Ri\I.. Gwup I mul! lplc\ .ire round in the 10'). 111a1ri.\ , 
Rhl.. G101111 2 In !he 11% m.111 i>. Cll. When 13% is U\Cd J\ !he olVCIJ)IC 1li\l :l lllll I.lie , Ri~I.. (.;10111) 
m11l1 iplc' Jlc lound in 1hc 11 ~. malrii., IH~ I. t .rou11 2 in rhc 12% mJrrix, e ll , 

The information co11ta111ccl 111 tl11s repo1t Ii.is /wen t.rken frnm tr.ulc .ind ~t.lli~lit .11 !i<.'r\'icl'!> a11d other .mtirn·~ 
which we deem reliable. We c/o not 1cprese11t that it is .1crnr.11e or c:omp/e/t• ,111c/ 1l shoulcl not be relied 
upon as such. Any opinions expressed herein reflect our judg111e11t .1t t/1i cl.1te .Ille/ .rrc su/)ject to c:h,1111w. 

Ac/cf it ion al inform.it ion on the s1•etmt i<.' ~ ment iunecl i:. .iv.1i/,1hlr. 
No pan of this r<.'JHJrt m,1y be reproduced in any manner withou l ti ll' wrilt t• n pl'rmi~.,iun nf Kidder, Peabody & Co. l1u;. 

Copyright 11 :1 ·1CJ77 KicJdcr, Peabody •'« Co. lnwrpnratl'd 

8 8/16/77 



August 16, 1977 

Selected Stock Notes 
ERNEST A. BURGESS 

Kidder, Peabody & Co. 
lncorpof'•led 

Major forest products 
comp.iny continues 
attractive for 
aggressive growth. 

BOISE CASCADE CORPORATION 
(NYSE-BCC)(a) 

4100 s~ttl•·lst Nat'/. Bad Bldg. 
SEATTLE, WASH/NG'ION 98154 

628-8557 (29.5 million shares outstanding) 

1977 Recent 
Range Price 

Earnings Per Share 

1976 1977(E) 1978(E) 

P/E Ratio 

1977 (E) 1978(E) 
Dividend Current 

R.ite Yield 

34-25 26 $3.30 $4.10 $4.50 6.3 5.8 $1.10 4.2% 

(il) Options traded on CBOE and Philadelphia Exchange. 

•Second-quart er earnings in line with cxpectatior.s. 
• Profit forcca !ilS for 1977 a nd 1 Qi H unchan~cd. 

EARNINGS REPORT ANO OUTLOOIC 
On a 16% yi:!ar-to-year increase in sales to 

$591.3 million, Boise Cnscade recently reported 
second-quarter earnings of $1."10, ·17% ahead o f the 
94 cents earned in the second quarter of 1976. As in 
the first period, the building materials division 
turned in the best performance, with revenues 
ahead 35%, reflecting continued st rength in llw 
housing mtirkC't in the western states. The paper 
nnd pu lp division reported a year-to-year salPs gain 
of ·10.U% reflecting, in par t, the revenues o f two 
acquisi tions made last year. Second-quarter tt•su ll~ 

were penalized 5 cents by the absenC<' of lh<' 
contribulion from nonforcst product invcstnwnls in 
South AmNica which were so ld. Cosls incrrascd at 
a o;lightly " lnwPr rat<• lh'1n o;<1 lpo;1 widening prNilx 
margins slightly, bu t lhc tax rose from 40% lo 40.1J'X, 
lo reflect an increase in operat ing profits rela tive to 
capital gains income. 

For 1')77 a5 ,, whole we continue' to C'Xpt•ct J 

'19% rise in ~n les to $2.3 billion, with tlw papt•r 
group cn11 tributing the largest portion of opt•rating 
profits. IJ1•c.Ju~I' of the company\ high 'iCmit1vity to 
housinn -. t<1 r1s, rhc ou tl ook for lWll continue•-. to 
dPpend importantly nn growth in the overall 
l'Conomy. 

rlw Kiddl'r, Peabody [corwrnks Group <' prcl!> 
a ... light ri-.1• in l 'J7U housing starl5, which ,hould 

Do llars Pr ice Rane• 

5 .00 ....--------------- --, 500 

4.00 

3.00 

1.00 _, ________ -t 100 
.90 _.. ____ _,_-t 90 

.80 ...... ----T---t 80 

.70 ----~-----t 70 

.60 ----4 60 
.GO 1--+-~-+-=:---->t--~----t GO 

.40 40 



l1cotponeed 

Boise C.iscade Corporation 
Operating Results 

(Dollars in mi/J/ons){o) 

Three Momlis Ended 

NCI SJICS 

Net incornc 
[Jrnini:s per share 

1976 

~509.G 
27.G 

s 0.94 

(a) Except per·slwc dat.1. 

June 30 

1977 ChJnge 

S591 .3 16.0% 
32.6 18.1 

s I. I 0 17.0 

Year Ended December 31 

1976 1977(E) Ch~111e 1978(E ) Ch:anxc 

$1 ,931.5 $2,300.0 19.1 % S2,597.5 12.9% 
97.~(b) 12 1.0 24.4 132.0 9.1 
3.30 $ 4.10 24.2 4.50 9.8 

(b) Delore c.'< mordinary gain of $3.S million or $0.12 a share In 1976. 

positively affect prices for wood produc ts, 
manufactured housing, and kitchen cabinets as well 
as the building materials distribution operation. 
Our on<'·poin t fore>rnst for 1978 curnings is $4.50 per 
~ hare. 9.6'Y., <1hcad o f the $4 .10 projected for th is 
year. 

INVESTMENT SUMMARY 
Bobe C.1c,ci1 de Corporation, after ;i disastrou!> 

cxpcric' nC<' il !. i1 conglo meril te, insta lled new 
m.111.1gcmc 11t th,11 hils sold or eliminutcd losing 
oprratiom, reduce d tl cbl , and rC'lllrned lhe 
company to relian<c on fort•st products ;rnd paper 
Of)l'ratiom. l.or1H·INrn dl'bl, as a pl'rcc•ntage of tot.11 
c.1pi1,1I, is wrll lwlow tlw .wcrilgP for most furPsl 
prnducl '> compani1•s. Boise manilgcmcnt plans tn 
continu<' ii'> l.irgc• capit .11 'lpt•nding progr.1m, bPg1111 
in l.111• 1117'\, wilhout rl'li'1nCl• on equ ity financing 
and kc•(·ping within n dl'ht to equity ratio of 37.5%. 
With ri.,ing (•,11 ning!i .ind clividf'nds, investors 
'>l1011ld 11gi~i11 pNt 1•iv1• tlw company ac, an al trar livc 
invPstnwnt • • 1 prmpt•tt th.11 .111gur'> wl•ll for polt'nlial 
c.1pi t11I ilpfHI'( i.11 ion, 

EQUITY VALUATION 
Boi'>l' 0 s longl'1 tl'I m 1•Jrning., growlh r.1t c i., 

prujl'Ct l'd .1t l ,l'.,, with t ill' l 'Xpt 1l talio11 lh.:it 

dividends will represent 30% of earnings. In the 
Kidder, reabody [quity Valuation Model, Boise 
common is nssigned to n risk category of 4, mainly 
r<'flecting the· fact that it has a smaller timber base 
than somP industry participants. 

Using thc!se assumptions, the model computes 
a theoretical present value of 45, based on a 
discount rate of 12 for the m;irkct in genera l. If we 
raise the market discount rnte to 13, the theo retical 
present va lue for Boise becomes 39. The mid-point 
n f the 45 to 39 range is 62% ahead of current quo tes. 
W e continue to n•commcnd the common for 
;iccounts st•cking aggressive rapi tl\I appreci;ition. 

Michele M. Will 

Dow Jones I nclustri.ll Avcrn>:c (11/15/77 ): 

St.met.ml & Poor\ 5011 lruiex (U/15/77): 
074. 13 

'Jll. 111 

Rt•fl'rt'lll t•s: /nvt» lm .~1·rvin•., " Rf'conrn1L1 ncl.1tion!-" 
(luly 17, l 1)7~l. "S1•lc•1 tNI Sim k Note~" (1\pril I, 
May 24 •• inti SP1~>1cmht•r :!9, 1'17h), "Sl'h·rtc•d 
Sim k K1•1H>rl " (J.111u;iry 7, ICJ77), " ~eke led 

l ndu~lry Rq)()1t " (April 11 , 11177) on rorc•'>t 
Product .. l11cl11'>lry •• ind "~'ll'IL0<:t<'cl Stock Nntt·.,·· 
(Jun<' II, 11)77) on Boi'>l' C.1.,t..1clL• Corpor.11 ion. 

1111· mfrn111.1tit111 1 w11.111h 0<f 111 1/11 , rt'/IOt l /t,, , lll'c'll 1 .1 ~1 111 fwm tr.11ft· .1111/ , 1,11 i,11e .1/ \1•1 v11 ,., .111cl otl1L•r '11ttrc ,., 
w/111 /1 w1• <lc•£•111 l(•/1,1/1/1'. \ \11• cl1J 1101 n•prt·~c·111 1/1,11 it " .11c111,111• 111 t <1111p/<'11• .111c/ it ,/11111/d 1101 /)1' rt•/11•1/ 

"'""' ,, , ''" /1 1\m 1111i11io11 ' 1 •\JJf (''~t·<I li1•rt'i11 rr·fl1•1 t 11111 111clf;1111•111 .11 t/1" r/,1fl• .111d ,,,, . '"'''''' t tn < /1.11:~1·. 
l\c/1/tti1111.1/ 111lor111.1IHlll 0 11 till· H'( 1111111'\ 1111°111111111°1 / 1, .1v.11/.1l>/1•, 

Nu p.HI 1111111,11°111111 111.1y Ill' !C'prt1dtllt1d 111 .111y m .1nncr wlth1111I 1111' Wflllt"ll 1Jt'rllll\,io11 t1f Kt tl tl1•r , P1•,1hotly ,\ l 11. 1111 . 
Cupyri~hl • 1'177 Kidd1•1, P10,1h11dy ,-;. < o . Inc 111 p111.11t•tf 



r· ERNEST A. BURGESS 
Kidder, P~abody & Co. 

lnCOfporated 

Augusl 18, 1<!77 

4100 Seattle-let Not'/. . Bonlc Bldg. 
sv.rru. WASHINGTON '8154 

62B·IJ557 
BOISE CASCADE CORPORATION 

(NYSE-BCC) 
(29.5 million shares outsl.1nding) 

Recent Price 
1977 Price Range 
1976 Price Range 

26 
34-25 
34-24 

EARNINGS PER SHARE (a)(b) 

'1976 Estimated $4.50 
1977 Estimated $4.10 
·197& Actual $3.30(c) 

(al nsc;il ye.ir-cnd Dc·wmllC'r 31. 

Dividend 
Yield 

$1.'IO 
4.2% 

PRICE/EARNINGS RATIO 

On 1976 Estimate 5.13 
·1977 Estimate 6.1 

(;i) All slock price~ Ir' lhis rt•p1111 Jrl' .1~ ol August 17, 1CJ77, unit·~~ olht•rwbt• 11111(•11. 
(t:) lll'forr- t!Xlraordin;iry ~ain of 12 n•nh ,1 ~ hillt'. 

• Sc<:<mcl-quarlcr earnings of $1.10 cents ii share reflected profit improvement from lhc first 
period in ,,11 m.1jor groups. 

• Full-year cslimale of $4.10 a share being maintained. 
• 19711 earnings estimate remilins $4.50 ;1 share, .1lthough lhc per-sh.ire r.·Hlgc h.1s hccn redun •d to 

$J.(,O lo $5.00, .1 share, from $].CJO lo $5.50 previously, lo rl'flcc-t incrc.1sing unccrl .1 inly over lhc 
rate of en111omic growth Clml level of housing starts in 1 CJ7U. 

• Elimi1Mtion of c.,pital gains lrcatmcnt of 1>rofits on the culling of timber would reduct• comp.my 
c.unings modestly by approximalcly 6%, or 25 cents .1 sh.ue, this yc.u .lllcl ncxl. 

• C.1sh flow 1>rojcc.: tions for I 977 tu 1901 suggcsl lhe comp.1ny will weally t~11p.u1d its c.:.1pit.1I 
spending progr.1m from ltw rnrrcnl ilmwal rate of $225 million, further supporting our 12'Y., 
lon~er tnm earnings growth r.1tc forec.1st. 

• Dividends .uc cxpcctccl tu conlinuc to rise f.l slcr ltl.ln c11rnings until .1 susl.1inl•d payout rah' or 
:&0% is .tehiewd. 

• Stod continues to sell under thcorclic.ll present v.1lue r.1ngc of ] 11 to 45. 

SECOND·QUAHHH t CJ77 HESU LTS 
Bols1' C 1<>c1lclc reported second-quarter sale!! nl' 

;51Jl.3 mill ion, H.4% alwnd of firs t-period s11 l0s 11nd 
lfd l% higher than ye;1r·ago rl!sult s (SC'C Tabl~s ·1 and 
2 for !il'lt:L lt·d qu.1rt1•rly sl<1tistirs). 

Timber And Wood Products 
Cnrnparcd with tht.• firs t quarter, unit sales 

voli1111t• of comp1111y plywood and Vl'nccr rose CJ.2% 

t o 4 ) B Ill i II i o 11 s q u a rt' ( t' l' t .111 d t h a t o f 
u11consolicl<1ted joint ven tures, 42.<J% to 40 millio n 
squlire f C!'I. (Uni t sil l cs data ;i re provided in 
T.l bl<' J.) While the strong plywood sa les gains wt!re 
mad<' rc lativf' tu the seasonally slow and weather· 
clcprPsscd firs t quarte r, the stati stics for who lly 
cwmc•d faci lit ies represented the highc ... t riu<lrlcrly 
level in at lc<lst the last four years. Compared with 
llw "''Cond quarlt•t of 1C)7(,, plywood .ilcs were 

Company Follow-Up _________ . __ 



Kiddu . Pubody C4 Co, 
loc~ 

Table 1 
Bo ise Cascade Corporation 

Quarterly Income Sttt ist ics 
(Doi/ors in m/l/ions)(o) 

1975 1976 19 77 
1st 211d 3rd 4th Isl 2nd 3rd 4 th h t 2nd 
Qtr. Qtr. Qtr. Qtr. Qcr. Qtr. Qtr. Qtr. Qtr. Qtr. 

Rl.'\C.'nUt'S 
Nl'I )1111's $315.3 $369.2 $396.9 S376.7 $399.9 $509.6 $518.4 $503.7 $52 1.2 $591.3 
ln1t'rl'SI Jnd other Income 5.1 2.2 8.5 10.0 5.5 7.1 15.8 1.8 3.2 4.6 

T 01.11 revenues $ 320.4 $371.3 $405.4 $386.7 $405.3 $5 16.8 $534.2 $505.5 $524.4 $595.9 

CO) I Jnd c:\penscs 
Cost of sales $242. 7 n80.1 $309.4 $302.2 $ 308.4 $396.4 $415.1 $386.4 $404.9 $45 5.4 
Dcpm:l.11lon ;1nd c;;m of 
.omp.in~ 1lmbcr han·c::;tcd 12.8 13.8 1.; .G 14 .3 15.9 17.J lS.2 20.0 20.0 2 •• i 

Sclllni: Jnd ,1drnln. expense 39.i 43.4 45. l 43.2 46.3 49.3 50.8 52.7 49.6 54.6 
I r\U!re)I t'XllCllSC 5.3 5.6 5 .6 5.7 6.6 7.8 8 .8 8.8 9.0 9.6 

To1.1l los1s noo.5 $343.5 $374.7 $366.0 $377.2 $4 70.8 $•193.8 $467.9 $483.6 S540.7 

Income before 1axes 19.9 27.8 s 30.7 20. 7 $ 28.2 s 46.0 $ 40.4 37.6 $ 40.8 55.2 
I ncomc IJ>.cs 7.6 9.6 11.0 7.0 11.3 18.4 1 s.o 10.1 16.8 22.6 

Nr1 income(b) 12.3 s 18.2 s 19.7 s 13.7 16.9 $ 27.6 s 25.4 27.5 s 24.1 s 32.6 

lJrnrni;s per >hJrl' s 0..12(b) s 0.6 1 s 0.67 S OA6(bl S 0.57 0.94 $ 0.86 ~ 0.93(b) s 0.82 s 1. 10 
Di' 1dc11ds per )h,H~ 0.13 0.13 0.16 0.16 0.16 0,20 0.20 0.20 0.20 0.275 

C.o)I o l ,,,Jes .1s % of :..1lc) 77.0% 76.0% 78.0% 80.2% 77.1% 77.8% 80.1 % 76.7% 77.7% 77.0% 
1'1c1,1' lllJr )(in 6.3 7.5 7.7 5.5 7.1 9.0 7.8 7.5 7.8 9.3 
TJ' IJIC 38.2 34.5 35.8 33.8 •10. 1 ·10.0 37.l 26.9 41.2 ·10.9 
'llc1 nl.lrgln J.9 4.9 5.0 3.6 4.2 5.4 11,9 5.S ·1.6 5.5 
IJividcnd p.1yo111 r~ 1 io 31.0 :?l.3 23.9 34,ll 28. l 21.3 23.3 21.S 24.4 25.0 
lmc111orlc' 1245.8 1230. 3 $251.6 s 26 1.9 $280.9 riH 1 $ 291.3 S3 13.3 $332.0 $313.2 
DclH/ rrwrHc<l 1...1pi1Jl(c) 27.4% 27.7% 

!lourlc : Cump,1ny puhlhltcd d,11,1. 
Nole : Nurnhcr~ may 11111 .1dd 10 IC>l.11~ hcc.111~c uf ruundlns.:. 
1.r) l:"'Clll pcMh.u c d.11.1. 
(IJ) l\efurc c'! lr .1or1lln .11 y ilcrm. 
(~I L>.dudc) 1c.1l1y dcllt. 

27.6% 27 0% 28.2% 31 ..1%(dl 31.5% 31.7% 32.0% 31.3% 

ftl) l11l 1c.1\c lrurn flf\t q11.111c1 rcllcc. h borrowrni: for JCqubillon ut Oxford P.1pcr. 

rPbliv1!ly flal, rcflcc ling about capacity opcrat iom 
in b<> lh pt~ riods. rhc high ll'vcl of unil plywood 
•11ll C!'i in till' !>CL<JnU quarter or 1')77 W.l!> <lLhicvcd 
during a th ree-month period when invcnloriC!> in 
lhl' fi<•ld were generally undergoing liquidation 
;-iftN an ahnorrna lly large winter buildup. 

l'roductinn al lumlH'r filci lit i cs movl•d to 
virt ually f 1111 capacity during tlw ~ccund quartr1, 
!wiping to raise uni t sales volume 11.3% lo 200 
million board fN•I, frorn the seasonal and wcathcr­
clrprl'<,t.L•d fir.,t-qu;irlcr l0vPI of 192 million bo;ird 
fl'l'l. l.umlll'r outpul of joint ventures w;is flat with 
1h1· fi r.,I quiHtN, .11 111 million board f ccl. Prices of 
lumlu·r .1nd p lywood in lhe second qunrter 
ol Vl' I .1gl'd ) (J'Y, , lo 20'Y., .1bnvc I hose of I he year-ago 
pM1o d . I h1· on<' 11 otnbl1· Jrc.1 of pri ce• wc>;ikncss wJ., 
1n .,,1nd1 1cl plywood, prirPo; for which increased only 

2 

5% on a ycar-to-ycJr basis in the !>Ccond qu.1rtcr. 
f he compnny has c;hi fted its plywood production 
mix I<> ton ta in on ly 25% sanded, compared with 
·H1% !>c!vcral years ago. 

PrnduLtion of other c;olid wood product!> was 
abo c; trong during the c;pcond quarter, especially of 
tiherboard and particleboard. The capacity of the 
lalll'r (160 million squcirc feel or industrial -grade 
board for furni turr) is booked out for SC'vcral 
months, in sharp cnntra'il to the si tuation thnt 
prr•v,1 ill'CI throughout 197b. 

Boi-.<' C l sc..1d1· a1 n?leratN I its timlw r cut in llw 
P;-i t ifi( Nort hwl'sl during the lirst thrl'C months of 
l lw y1•;H, taking iHlvanlage of excrptional we;-cther 
to bui ld log inv1•n tmit!'i to a level of one monlh 
l.11 gc>r 1h.111 nmm;-il. W il h the tlHC'a t o f labo r 
di.,ruplion-. p;i ... 1, .ind fin• closures l ikc~ l y to h<' less 



snvere than initially anticipated, the company 
reduced log decks somewhat in the second quarter. 
Boise Cascade plans to cut approximatP.ly 170 

million board feet of fee timber in 1977, slightly less 
than the 387 million board feet cut last year. Overall, 
higher volume and improved prices raised second­
period timber and wood product profi ts against 
those of both the first quarter and the year-ago 
second three months. 

Building Materials 
Reven ues from th e bu i ld i ng mat eri als 

d is tribution system advanced 35% in the second 
quarter over the year-earlier level. The higher 
v~lurne reflecl~ ihe ~trung housing envi ronment in 
the W<>stcrn st<ites, where the building materials 
distribu t ion centers of Boise Cascade arc 
concentrated. Wi th the s.iles advance, margins have 
risen. Manufactured housing shipments h;-ivc 
moved ahead as wc•ll, especially in the Western 
region. Full-year production is expected to advance 
15% to 20% to approxim<1tcly 10,000 manufactured 
housing units, during which time price rises \·viii 
cover costs. A mix improvement is al so occurring 

Kidder, Peabody r4 Co. 
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with the sale of a greater percentage of larger sized 
units Furthermore, thP company has achieved 
efficiP.n• r!s of production from !he 1976 closure of 
two plants. Kitchen cabinet volume rose 30% in the 
second quarter, although cost pressures have 
retarded margins. Overall, the build ing materia ls 
group seems to have experienced a healthy r ise in 
second-quarter margins and profi ts on a year-to­
year basis. 

Paper 
Paper and market pulp unit sales increased 

5.3% in the second quar te r to 473,000 tons, 
cc.·mpared with 449,000 tons in the first three 
month!>. Compared with the year-earlier period, 
second-quarter unit sales were '10.8% higher. This 
significant gain reflected, in part, revenues of two 
acquisit ions made in 1976. The second-quarter unit 
sales improvement occurred despi te downtime 
totaling approximately 10,000 tons or newsprint and 
3,000 tons of market pulp. 

In the second quarter, business papers 
accounted for rough ly 137,000 Ions. or 29% of total 
paper sa le~; printing papers contributed 22%, or 

Table 2 

Ht'Vl' 11111') 
S.111' 
llllCIC\I .1111J 111l11•r int.UlllC 

t 111,1l 1cv1·1111n 

l.11\h JflcJ C'l'l'Jl\C' 
t:.1~ 1 ol "''c' 
IJcflll'dJllun .111ll CO) I ul 

llfllhl'I h.trVl'\11'11 
!oclli11i: .11111 .11l111i11. C\jlcmn 

lflll'IC\I 1','flCll\1'\ 
I 111.11 lll' I' 

I 111111111• hcl 1111· I·"''' 
I llLIJlllC l·"l'\ 

N••I lllCCllllC 

I .11 lllfl);\ fll' I '"·"I' 

011'1111'1111\ ,,,., '"·"'' 

~l!ll f(.1• : <.11111p.111y 11.11.1. 

Boise Cascade Comor.1tio11 

Seconcl-Quartl.'r Income Sta tcmen t Comp.irison 
(Dollar.~ in 111illinm)(t1) 

1976 1977 
% 11( ')(. uf 

Dull.11) l{cvenuc' Uull.1n Rc,,c1111e) 

SS09,CiJU 98.M~ S'i91,2/U 9'J.2% 
/,I •10 1,.1 ·1,v20 0.8 

S5 lli,750 100.0% S595,1:19U 100.0% 

s 1%,Jll() 7h.7% S·ISS,120 7ti..1% 

17,J•Hl J..1 .! I ,I ] t i J. 'i 
1'),l'JU 11.5 'i ·I, ~ " ' •1 . 2 
7,750 u 9,ShO !.h 

$·170,770 '11.1 % SS·IO,GtiO 9.07~ 

s ·15,9110 11.9% ~5 .2JO 9,Jcy., 
11:1,.100 j,(, .!2,6•10 J.8 

s .17.SSO 'i.)% ..12,SIJO S.5% 

O.•J•I 1.10 
0.10 0.2/S 

Nnlc: Numhl' I\ 111.1y 11111.11Jil1lu1~ 111101111111111:. 
( ) 1'<111·111hc"'' ilc111111' llnt1111:. 
(.1) I .. lClll PCl •\h,111· 11.11.1. 

ChJllKI! 1977 
Ch.111i:c 2nd Qrr./ 
1977 /76 ht ()tr. 

16.0% 13,.1% 
(.IS. JI ·1-1.·1 
15.J% I J.<i% 

I ·1 .9~~ 12.5% 

21.9 s. 7 
10. / 'J.9 
2.1.<I 5.11 
H.8% 11 .11% 

20. I JS.lo/., 
.!J.U .15.2 
18.2% 35.J 

17.0% )11, 1% 
J7. S J 7.S 
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Table 3 
Boise Cascade Corporation 

Quarterly Unit Sales 

Boise Cascade Unconsolidated loint Ventures 
l'.1per Jnd Plywood Paper and Plywood 
M~rktl and Market and 
Pulp(J) Venel!r(b) Lumber(c) Pulp(a) Veneer(b) Lumber(c) 

1977 
~nd •IUJt I l't 473 438 208 190 40 1! 
I )I quJrtc1 449 .. 'JI 192 187 28 15 

197<> 
-Ith QU.Hlrl 433 408 202 203 41 44 
Jrd qu,1rtl'r •108 434 207 196 36 35 
~mJ iJUJrtcr 427 435 209 177(R) 34 12 
1 )I qu.1rtl't 259 417 191 155(R) 25 12 

'Vl'Jr 1,527 1,694 809 7.31 136 103 

1975 
4111 llU.llll't 270 382 185 173 21 7 
Jr d IJU.!rlCr 331 373 166 189 8 12 
.!nll qu.1r1c1 316 330 150 1611 6 11 
I )I ..JUJrtcr 302 322 10'.2 151 6 10 

'CJf 1.219 1,407 603 677 41 110 

1974 
·llh llUJlll'r J.12 359 11 5 17·1 13 8 
Jr d qu.11 tcr 361 399 1-17 85 19 J 
Jfld tjU.if((•r 332 395 177 191 17 ·I 
1)1qu,rr1c1 37 1 381 175 182 19 s 

Yr.11 1,106 1,SJ.I 61·1 (;32 Iii! 20 

197J 
0 lth qu.1rt1·r 327 ·119 11!3 179 19 3 
Jrd 1111.1111•r 253 ·127 191 178 "' J 
2nd qu.ulcr 375 400 198 162 1-1 3 
hi lllloll ICt 356 ·129 18•1 177 (> 2 

Ye.rt 1.311 I /.7 5 756 6% 53 II 

So11tl1•. Uui\c t .l\l,t<ll· Curpw,11io11. 
'llo1c : 1),11.1 on join1·vcnwrc papl'r .ind m.11~.c·1 pulp ou1pu1 cxllmlc B.11.r.rn , l'hillppinc), mlll. 
I R1 Rl·,1.11cd. 
l.11 I huu,,1111h ul ltJtl), 

fb ) f\ll ll lu th ' " '4u.1rc lccl : 10111p,1ny rc)1.11cd number' to clln1111.11c 11111.1bu,lr1c" vcnc1·1 ,,lie\, 
Ill f\Hlllum ul hn.1rd kcl. 

.1boul IUb,000 tone,; 1u.·w~prinl £0%, or IJS,000 ton~; 
papt•rbo.11 d 111%, or 115,000 lu11~; Lo11vcrting 1Mpcr., 
6%, or 3<1,000 tnn.,; iHld a ~mall amount of markc•t 
pulp totaling l%, nr roughly 14,000 tons. The paper 
group opc-r.1 ll'd a t 10·1 % of the theoret ical ·1.67-
million-ton ;wailablc cap;icit y, a rate well above lhC' 
mcJu..,lry .wcragl' anc.J somewhat above lhC' <Jb.0% 
ralr• o f llw firt.,I quarter. 

In joint-venture operations, paper production 
wJ-. .1llot.1tl'cl a!. fo llows: p.1perboard, 41 %, nr 78,000 
trin'> ; mark<: I pulp 2'J'}u, or 55,000 tons; corw<'rling 
papNt., 1(1% , or 10,000 Ion.,; ncw~prinl '1'1% or 2·1,000 
11111' .. ; .rnd hu..,irw"" pap1·r.., l%, or 6,000 tons. Thu~. 
1>.1-..«'cl on "<'«1ncl-quar1er '>ale~ of l'J0,000 ton~. and 
.1nnu.1I tap.1ti ly o f B70,000 tom, we be lieve the 

join t-v1•nturc paper mills operated at about 87% of 
Gtp.1c:i ty, with llw major weakness being markC'I 
pu lp . On a combined bai;is, tl lC' tota l paper capacity 
of Boi'><' Ca~cadc and ii'.. joint ven tures of 2.74 
million tone; 0pc-ratcd al %.7% in tlw "ec:ond 
quilrt1•r. RPl.1tivc• to tlw fir~t quarter, unit volume 
.,,,I<,., gain., occurr<'d in hu s ine~s papers, newsprin t 
(dl'.,pill' llw clnwnti111t•), and pilpcrboard. In joint­
Vl'nlur<• opN.1lion'>, gnins in paperboard more than 
off~t· t ,1 dl'rli rH' in converting paperi;, whil t• sa les of 
markc!l pulp, ni•w<,prinl, and business papen. wt•rt• 
gl'IH'l\ll ly fl:tl. 

On tlw p.1pl'r rricing front in tlw ~t·rond 

quartPr, tlw company raised prices 4% In 5% on 
um o.1t<'CI, whit<', frne-slwet grades and 10 .. 1% on 



linerboard. Since the company sells approximately 
one-third of its linerboard in the open market, the 
May 1 hike had only a modest positive impact 
overall in the quarter, although the increase did 
boost the profits of the paper group. The higher 
unit volume sold, plus selected price hikes, are 
estimated to have raised the operating income of 
the paper group in the second quarter over the first 
and clearly above the level of the year-earlier 
period. 

Packaging and Office Products 
In the packaging and office products category, 

composite can volume increased year to year in the 
s~cond quar'ier, partly because oi the success of the 
new peanut butter can. The division instituted an 
8.5% price increase in mid-March after prices had 
been raised for metal cans, thus helping to off set 
advancing costs. Corrugated box volume rose only 
·1% in the first half of 1977 over the initial six months 
of '1976. This gain, which is somewhat less than the 
3.7% average realized by the industry, reflects 
mt1nagcrnent's decision to give up some volume to 
mJi! 1ain it s overall margins. Reflecting this strateg-,·, 
price increases of 3% had been realized by Boise 
Cascade on its com1gatcd boxes by the end of lune, 
in comparison with aboul only a l'Y., average 
indu:> .rywide advnnce. While thl• price boost w.is 
not suffi cien t lo orfscl the slcC!p rise.• in linerboard 
cos ts, the nor.mal six -wL•ck invc11lory tk•lilycd llw 
impact of the inncJse on profits until mid-lune. 
EnvPlopc operations con tinued lo register a profit 
improvcrnC'nl. Olfice produrl-; distribution s.1les 
rose ·tu% year lo year in lhC' wrond qu.irlcr, partly 
due to tlw fJvor.1bll' impact oi the .;al<·~ from twu 
rt•locall'd distributio n n•nlcr~. Ovt•rn ll. llw 
nperilling profits ol the parl<.1ging .ind oflicl' 
prnducts group rose modestly in the sl•t:nnd 
q11arter ovl'r both lho!'!I' ot 1111' fi r~I .111d y1•.ll'·efl rli 1•r 
pl'riOcls. 

AbsPnl from ~1·corHl-q11.1r1<·1 r1•.., ul1-. w;i-. tlw 
con tribu tion of lasl ye.1r from 11011foresl prndut l 
invl'slnll'nls in ~oulh Anu•ric .1, whil.h h.1 v1• b1•1•11 
sold. Thb h;is pt•n.11i1ed l'.tming!'I .111 1• ... 1i111.1tl'd r; 
u•nts ;i sh.lft1• Cons111icl.1ll'd r1•v1'lllll'" ,1dv,111u•d 
I t;, I% yt•.1r In y1•.ir i11 llw st•to11d q11.11lL•1 , wlltl1• 
tmts rosl' .11 cl -.lightly slow1•r r.111· l)f 14.11" .. . 1111' 
i11nt•ast• ill (()!'!(\ , l'flt•t lt•cl g.1i1l!'I of I ·l .11" .. in l I)\( t)f 

salt's, '.!3.4'Y., i11 i11lPrt'!'!I «>.p1•11!'.t' tpri111.1r 1l y rl' fl t•t ting 
inc rC'.lSC'cl borruwings lo fin.1111 I' ,11 qui-.ition-.), 
21.1)% in dt•pn•t i;ilion, ,rntl 10.7" .. in ""lling .md 
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administrative outlays. The latter was achieved 
d ~spite the fact that th~ annual raise in wages of 
sa 3ried employees occurs in Ap;·P. A compC!rison of 
figt res for the first three months of 1977 with the 
sea~onally stronger second quarter of this year 
reveals that total revenues rose 13.6%, whi le 
expenses increased 1 ·1.8%. The slightly faster 
increase in revenues than expenses leveraged 
second-quarter pretax profits upward by 20:1 % 
relative to that of a year earlier, and in comparison 
with pretax income in the seasonally slower first 
quarter of 1977, !·hows a 35.2% gain. 

Off setting the comparative gain in pretax 
earnings was a tax rate for the quarter that was 
slightly higher than the rate of a year ago (40.9'}~, 
versus 40.0%). A year-end tax adjustment made in 
the fourth period of '1976 l o reOect a largcr-than­
expected investment tax credit indicates that the 
second-qunrter ·1976 tax rate should actually have 
been lower than wa~ reported . The ycar-to·y<'Jr rise 
is owing to an increase in operating profits relative 
to captial gains income. Compared with tlw initial 
three-month inlt'rval. the lax (a le declined sl igh tly 
(f rorn 41.2% to 40.11%), reflecting a more refined 
estimate o f the 1977 tax liability. A":-" result, sPcond­
quarlN net inrnnw of $:rl.<1 million was tll.2% 
higher than lhC' yPar·L'i1rli1•1 , •t·riod and 35,.1% almvt! 
llw seasonally Wt!ak fi rst quarll!r of 11)77. St•cond­
quarter carnin<!'i to $'1. 10 a sharl', a compJny record, 
were' 17% above l hose• of a yP.ir-;igo period, when 
Boiw Ca!icadP earned l)4 cents a i;hare. 

OUll.OOK FOK I 1J77 /\NO 1978 
The s;1ll'S and <'arnings estimnh!S for '11)77 and 

l'l7U includ1•ci in Tablt' 4 are prndi(a!C!d on thC' 
f ollnwing eco110111ic a~s u mpl ion":-: re,11 GNP growth 
of '.>. I% in 1977, slowing lo .1bout 4.2% in 197ll; 
hou-;ing ":-o larl'i nf I.II '.> lo 1.IJS million units in 1977, 
with pos'>ibly a slightly higher l«w l in ICJ7fl, plus or 
111irw~ 100,000 unils; ,:ncl infl,1tio11 .wcragi11g !i.7% 
thi-. yc;ir, i11rr<'as111g lo lwtw1·en b.;,% and 7. :i% in 
11)711. A<:. shnwn in otlwr 1,1bular !>t1111m.iril'!>, ICJ74 
d.1t.i Mt' i11t'l1Hll'cl in T.1hll' .J to ill11i;tr.1ll' tn:nds from 
tilt' pr<'ViOU'> 1w.11< y1•;ir. 

rlw 11)77 out look n•nl.1in-. ba-.it;illy 1111changcd 
lrn111 our 1n101 prowc !1<111( SI '<' l1>111p.it1)' (<J/fow-U11 
of M.1y 12, 1'177), In g1•np1-.1I , s.1 1t·~ .1r<' ion« a~t to 
ri..,<' l'U'lr. lo -:i::u hlll lon. ·11w fhlJH'r group i!> 
1'\JH'r t1•d to co11lrih1111• tlw larg<'":-1 portion of 
opNaling prnfit-. ( 17"!, ), ,11lhough tlw g;iin Imm l1l7h 
is prnj1•t l•·d ,\l 20.1J'Y... -.omewhJt lwlow thr 
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Table 4 
Boise Cascade Corporation 

1974 

Sale) 
Timber and wood products $ 433.2 
Buildlni: m;11cria ls 323. 7 
I' aper 415.9 
1':11:kaglng and office products ·124.3 
Latin •\mcrican lnvcs1mcn1s 15.7 
01hcr operations 17. 7 

SulHotal $ 1,630.S 
ln!crcornpany climlnadon (176.9) 

Tot:1I )Jlcs $I ,'153.6 

Cos! or ),llC) s l,081.0 
Depreciation .111 tl depiction ·18.8 
Allvcatcd SG&A 109.0 

Alloc.11cd costs s 1,238.8 

Opcr.11ir1i: prorlts 
Tl111licr .111d wood procl11c1' 24.6 
llulldini: 111.11crl.1h 7.0 
f'.111cr 111..1 
11.11.:k.1.:lni: .11111 ofl ice prollm. h ·18.2 
Unconsolld.111•1l lol111 \c111u1.-, 
.tncl .1lliliJtcll cu1n11.111b 8.S 

1..11111 A111crlc.111 i11vc,1r11cnh I J.O 
01111'1 upcr.1111111' l .2 

·1111.11 opc: .11lni: prufll ) 21'1 .N 

Cu11rnr.ttc uvcrl,.J .111 $ (J9. I ) 
I 1i111l11.11lum (0,.1 ) 

l11cl.1\ lnco111c 17.U 
ln~crnl C l.l l\C) (71.7) 

Nr 1 l11w111c(li) IOJ .C.(b) 

I .1111111):\ per ,11,11c (h) .l.5 1 (h) 
lllvl llclllh per ,h.ur O.J7S 

11)1 <11 \.lie•, ·"% ur I C \1' 11111'~ H·I ~( 

1'1c1." 111.11i:l11 I l. 1 
'l.1' rJIC ·10.IJ 
Net 111.111:111 7.1 
1Jlvitlc111l l!JYllllt 1.111u 10.7 

(I } t-:lohh'r, l'c.1ho<ly Ii. ( 11. l11wrp111.11cd t'\ 11111.tll''· 
( ) 1'.tr l'll llt l''n tknulc '11h11 ,1~tlc111. 
(.1) L '1.cr11 pcr·,h.uc 11.11 .1. 

Income Statements 
(Dollars in mil/ions)(a) 

1975 1976 

420.5 $ 588.6 
337.0 •162.0 
398.'l 558.'1 
•1'16.2 505.8 

16.7 20.'..! 
20.3 27.3 

$1,639.1 $2, 162.3 
( 11:11.1) (230.8) 

$I ,'158.0 $1,9 31.S 

$1,135.0 $ 1,506.J 
56. 1 72.<I 

121.2 1-10.1 
~ ! ,312.J Sl,718.ll 

s 7.-1 $ 56.2 
2.5 15.ll 

73.J 1!2. 7 
37.J .I0.9 

3.9 11 .S 
19. J IJ. 'o 
2.0 l.•) 

s 1·15.7 .! 12.7 

( .,., ,(J ) (60 .. ~ } 

1.0 (0.1) 
119.1 I S'l. 1 

(JS,.!) (Hll) 
(,:I.I) !.17 .J(h) 

~ 1..1 {, J.Jll(h) 
().q5 0.7& 

7 / .IJ ~u 111.0 ~;. 

G.ll 7.IJ 
H5 J(1.0 
·IA ~ .o 

2'1.h H.O 

__ .1978( E) 

1977(E) High 

680.0 s 775.0 
615.0 700.0 
650.0 735.0 
GOO.O G75.0 

30.0 40.0 
$2,575.0 $2,925.0 

(2 /5.0) (325.0) 
$2,300.0 $2,600.0 

$1 ,775.0 s 1,975.0 
85.0 100.0 

170.0 195.0 
S.2,030.0 S2,270.0 

ss.o s IOS.O 
35.0 .IJ.O 

100.0 121.0 
J:l.U J9.0 

I ·1.0 17.0 

1.0 5.0 
270.ll $ JJO.O 

((15.0) (73.0) 

.!OS.O s 257.0 
ti l,(J 110.0 

121.0 1'17 .0 

•I. I U S.00 
1.111 I.JO 

·1 1.2•:.. /h.0% 
8.<J '1.9 

4 I .0 •1.!.l! 
S .. l S.I 

.!h.ll .!h,tl 

(Ii) llcfu11· c'llJurclln.rr\' i:.1111111Sl.J1111111011, 01 SO.O·l .1 , 1r ,11c, in 197·1 .1ml SJ.S 11111111111. or SU. I l J ,h.11c, l11 11J7(1. 

6 

Low 

635.0 
650.0 
700.0 
640.0 

35.0 
$2,660.0 

(270.0) 
$2,390.0 

$ 1,865.0 
100.0 
190.0 

S2, 155.0 

$ 70.0 
28.0 
90.0 
JO.O 

1 J.O 

·1.0 
s 2.15.0 

(70.0) 

ltJS.0 
59.0 

s IOli.O 

s J.60 
1, 1 S 

/l!.0% 
(j,9 

IS.II 
.1 .. 1 

J l .9 



• company average. However, this will be 
significantly better than the earnings gain of the 
paper industry in total, partly beca use of 
acquisitions, and also because of the strong 
orientation of the company toward white paper 
grades-currently the strongest segment of the 
paper industry. The ability of management to 
maximize the profitability of the paper operations 
must also be considered an important factor in the 
earnings gain. Strong earn ings improvements are 
f orccast for the timber and wood products group, 
and especially frorn tlH! building materials ama. 
Only a slight earn ings gain is anticipated in lhe 
packaging and con•1crted products areJ owing to 
margin pressure, especially in corrugated boxes, in 
the second hfllf of this year. OverJ ll net income in 
'1<)77 is projected to rise approximately 24% to s·12·1 
million. generat ing pN·share earn ings of $4:10, 
rnmpared with $3.30 in ·1970. The range around our 
one-point cstimJtc is $3.70 to S4AO a share (sec 
Tnble 5 for cst imll lc of qu:Hh·dy earning~). Siner 
th e annual dividend was raic;C'd 37.5% in the first 
quarll!r to $1.'10 a shi'lrc, a furthN lncrcas<• Is 1101 
lik<'ly until l' olr!y 11)711. 

The ou tl onJ.. for 197B h,1s b\'lOmc doud l•d hy 
thl' growi111~ u1H Nl11i11t y s11r r1111 11di11 g lh<• 

111.1gPituclt' of 11 .. 11 growth in tlw elunomy and tlH' 
lrvf' I of hnu.,ing -;t.irts. fhis diVNgl' IH I' of opinion is 

the b.hb fen our 1athe1 broad earning., r.1ngl' fo1 
1')711 of $1.f10 .1 -, lwrt• to $!i.llO .1 '>h .trt'. lJtilizi11g lhl' 
Kidder , Pc•nhndy I rr>no niit.; Croup f nrr•t,,.,, of .1 
.. tight rb1· i11 IHH1.,i11g .. 1.11t-. y 1".11 to yt.ir t.1 1tho ugh 
1w.1ki11g i11 tlw fir ... 1 qu.trtf'r ill .1 1.0'i-111illin11-u111t 

hi •Ill 
l mJ q11 . 
!111 1111 . 
•lllt 11 11 . 

'l'.11 

l.1hlc 5 
Boist• C.rsc.Hll• Corpu1.11iu11 

197G .11111 f:51i111.11cd l<J77 Qu.ir lcily 
l'l·f·Sh.11 I' E.1111111~\ 

I 11711 

rn. "7 
o .•1.1 
IUhJ 
11,9 I 

~ I. lll(.o) 

lll11h 

$1l,X !(1\ ) 
I. I ll(!\) 
I,}~ 

UI 
Holll 

1'17 7( 1 ) 

~U.11~(1\ ) 

1.1 0(1\ ) 
I I \ 
I 01 

s ·1.1 11 

"11 1111-.•: l l.lltlp.ill)' tlll.lllt• ll~ ll' JH>l h 

(i\J ;\ 1 111 .11. 

(I ) l\1ddr1, l'r.thuif\ ,t l 01 . l 111u11w 1.11 r d r.11111.11n 
(.1) llclorr r11 11.11111ll11.11 , ):;1111 ul I ~ •Cll l ' .1 \ II.If••. 
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annual rate), wood product prices could rise 
another 5% lo 10% while the unit volume of lumber 
··nd plywood sold rises sl igrtly. Although log and 
other costs will rise, the increased price realizations 
should be sufficient to generate a modest advance 
in pretax profits of the timber and wood products 
group. Similarly the volume and profits of 
man ufactured housing, kitchen cabi net and 
building material distribution operations are also 
expected to advance modestly. In paper operations, 
price increases should keep pace with or slightly 
exceed cost increases as vo lum e improves 
sornewhat, w hich cou ld result in a 10% to '15% 
earnings impn.Jvemenl. Thi s environmen t should 
also increase vo lumes and prirr•c:; c:; uHicirntly in th e 

packaging and office products group to gcncrall! 
wh<ll should be <1 slightly slowN gain in pretax 
profit s than in the p;ipcr area. Overnll per-share! 
earnings arc projr1 tPcl on a one-point hll.;is at $4.50, 
IJ.ll'Yo higlwr than tlw $4.10 estimated for thb yc.-ir. 
Under lhl'sc circu1m t;111tt''>, tlw dividend could be 
raised to an annual ral<' o! al lei1SI $1.20 n share. 

/\r. pn•vinusly nwntirnwd, l able •I cont,1in., ,1 

1.111g1· of l 'sliin.1ted ~alf's .111d t '.1rnings. /\I lhis ti11a•, 
thP po~sihility of .1 yc•ar·IO·)'l' ar l'Jming~ dr•rli1ll' 
c.;innot yet lw di-.c.untl'd. If holhing st.uh dl' dliw 
lllCH«' r.1pidly th.Hi nnw forN.1:.1 (the proj1•rted 
.1111H1al 1.1IL' in tlw f:1tlllh qu.111t·1 of l1J711 hi l.'J 
million 1111it '>), worn' produrl and lrnilcling 111.1tc ri.il 
p11ilil ~ c mild dcrli11l' lium lh<' ll•vt•I t's tim .1 tl'CI fur 
thi ., yt';ir . I 111 tlwr111011•, in the· p.1p1:r Ml'·' · ,1 
-,ignlfit .rntly .,1mw1 1.111· 111 l't<JIHJlll il l' pJ1i-. i1111 
< ou ld c 1 C'.llL' .1 si lu.111011 wht'll' tlw ro111hi11.1t1011 of 
vnl unw ,ind pric l' improv1•nwnt cine·., 11ot off wt 

1bi11g l"'''· whit h would 1t•du1 e l'ot111i11g'>. 01' llw 
nt lwr h.1ncl, IHHl'.ing -,t,11 i... r 1111ld v1•1y Wl'll t•X< '''"' 
ow l'J7U c•x1wll.1ti1111 .... . 111d ti lt' profit,1hlllty of the 
p.ipt•r -,c•g11w11t <uuld rt'Cmt·r with 111rnt• 1.1pid 
.1ct v.11Kl'~ i11 vr)lunw .111d p1 iu'. I hl•-.1• ,1flt>1tl.llt• 
possihilitll'~ Imm 1111' h,1 .,,., for our l'"li111.1tl•d r.111gi· 

of l'J7ll '"'rninJ~" n( 'it l.1111 111 SS.00 ,, .. h.ut•, 

flNAN(IN\, ru I U~L GMOW 111 
111 N11v1·111lit•1 l 1J7 i llil' 111.1n,lgl'llll' lll 11f Bww 

C:.hc.td<• ,11111nt 11H I'd .l ltVl'-Y1'.lr ( l'J7i1-711), ~I.I I · 

hilli<>n 1.1pl1.1l "' l'' ''"li11g f'"'I\'"'"· 1\pp111 i111,Hl'I)' 
1. l ''l, nf tl11-, tot.11 , m S.lhll r111ll11111, h .1., lll 0 1•11 .1llm.11t·d 

to llt 'l ''''·"Y proj<•r ' " · lf'll l11rl1n1: polluliCJn e, 0111101. 
1 IH· n•111,111Hl l'I , OI ,,httu t $1170 11111li o11 , h.t ~ ht'L'I\ 
d i rc•c tl'<l 11110 pro11·c h w ith .1 11•q11ir1·d l1111cllt' 1.111• ol 
IL'• .. ,1f t1·1 t,l,l''- 011 .1 cli 'c lH11111·d L.1-,h flow h.1 ... i .... 
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Tabli? G 
Bdsc Cascade Corporation 

Statement of Changes in Financial Position 
(Dollars in millions} 

1975 1976 1977(C) 1978(E) 19"' 9(E) 

l.1nr 
I Net income before CAllJ01dln.1ry 1:.1im s 63.9 s 9i»3 H 21.0 ~ 132.0 $118.0 
! Lc>s: d ividends 18.3 22.7 32.7 35.5 37.8 
J I C\\: Jd fu> tmcnts(J ) ·IA 11.2 13.3 16.S 1·1.2 

RetJllWd <'arning., ,I) Jd iU>ICd ( I ·2·J) s ·11 .2 6 )..1 75.0 80.0 66.0 

,\ddillon> to p1opc11y Jnd c11ui11mcnt Sl 62.S s 227.3 s 195.0 S210.0 s 180.0 
6 ,\d d1t1C>n> 10 timber, 11mbcrl.111d, & timber dcpoSlls 16. 1 .36.1 5.0 I 5.0 20.0 
~ 1 01.11 •Jfllt.11 investment (S • 61 178.6 2Ci3A 200.0 225.0 200.0 . 

I t\' Jcp1cci,111on, tkplrtlon, llctr11cd IJ>.c\, o ther 74.S 78.5 195.0 11 5.0 130.0 
' } °'ll't 111opcrty Jddillom (7·8) s 10·1.1 Sl8'1.9 s 105.0 s 11 0.0 s 70.0 

10 Lh,1n1:c in uthcr .l\\CI\ 11 CI 3.·I (28.5) (25.0) (2·1.0) (2:!.0) 
11 t.h.rn>:t> In rt·.1 11~ .1nd Suutl• 1\mclit.111 ·' >'Ch net (20. 5 ) ( 153.3) (20.0) ( 15.0) ( 15.0) 
I.' Ch.1111;c in CUll<' llt '101 ~111 !\ :.1pi1.ll (.1d1 u ~1 c d ) - m• 1 (b) (2.8) 7 J.2 JO.O 36.0 25.0 
11 IN I I RN1\L I UNO!> '>1 11 ·'lU l 1 IU l.NCY (•1·9·10· 11·1 l) S (.U.1) S ( 12.IJ) S ( 1 S.O) s (27.0) 8.0 

I 111.lllLCtl by : 
11 llt'IH dchfi ll Ull\ ·M.7 sn.1.2 30. 1 s 10.0 s 1 I.'.> 
1 ~ 1 C\\ ll' l'4\ llll' ll h ·18.7 158.7 :>6. 1 .!(i,0 31.9 
lh ~l< I d1Jn1:e In debt t111.1111 lll>t I I ·J.I ') (-1.0) s 11 s.s ·1.0 S I 1 • ) s (20.0) 
17 I <lltll\ 1111.lllLtll)I net 
Ill lot.1t l1t•J lll tllll 11rt ( H1tl 7) ( 1,0) s 115.5 4.0 s ( 111.0) s 20.0) 

l'I ~r t d1.1n•r 11111u11"11ll.111i;1.1ph.1I p l· IK) S (ol 7 .1) S 101.<• s ( 11.0) S (.U.O) s ( 12.0) 
2(1 111 L•C,t\t' (tlCllC.t\l) hi 111 .t1l.c t.1hlc " 'llllilh'\ ( 10.S) 7h.7 (HO) ( 12.0) 

!I ll nue.l\c) 11cll r.1w 111 11utc' p.1y.1hlc .11111 
lltll~ lll fl lll l itl tl Il l 11111.:-11•111• tlrhl ( 111,S) l'i.'1 ( 11.0) 

!} N1' l l h.111~c 11111111rn1111.111111.. p11.ll (20 • 2 1) S ("7. I ) S 1 Ul.<' s ( 11.0) s (·13.fl ) s ( 12.0) 
l I ~IJ 1~c1.11tl c \(lllll lt r\ s <...S s 8J.2 s !!U s ·10 . ..! s 28.2 

l11urmr11tJI L11~1 d 1 v I i1w1d111: lJt1J hillt1c, · 

' I llrhl ,I\ J fl<"l l1'111J);l' 111 111\1'\ ICd lJflll .11 11) . 11~~ 11. 7% IU.tl" l7.·l ~1 H.2% 

:' 1\1t1lo111 11 1~ 1 l1ll4flllll)l ll1t\\lhl1 "' ' " tkhl 
Ii \ ot 11l\nlr1l <.1flll•I SI / 11. / 7J.'J hl! .1 

.'t i \\ 1111.1111: 1Jp1u11ru11if llh'llf\ 111 l1111rm1 lllJI 
1.1111tJ1 '"'c'' (H .. I UJ\ I .11.0 •).It 11.•1 

1 / •\11111 111111.11 l.t[llt•I l111r\lll1t' lll 1111\\ lhlt• \\Ith 1lt hi 
II ~ ut lll\C\ ICt.l 1.,1pit .11 (.!~·1'1) SI ~ I, / h·I. I S'J . .! 

JI! 111111·1111.111.111111.111111•1•, 11111'111 lltl\\lhh· """th-hi 
\ 1~ ~ 111hhnlt•d 1..1 plt .1I (7 • J7) I~ I. 7 .l8'1. I .!~'.l . .? 

l' ' l'to1t•111l.1I ul illl 11'.t\I' 111 1.11111,11 1 11' 1''1111~111 (.' 7 I) / h .'1 9(, 18.h"i. J'J.11~;, 

'11 111111 llrmc l ,l\1.11h 1 '17 ~ .11111 l'J / lo Jllllll ,tl ,1111110 I\ 1<p11t f\, ll. 1ilil1•1, l'r.1h111l1 .~ ( 11 111<et1 11t11.111d 1•,1!111.11t•\ , 
I I 1·~11n tl 11•"' 11(11111111·1l111ti11n,11nlr" 111hr1 ... 1w 11111 11.dh'tl. 
I 11 111 1111\ 111 r .111111111'111 1111111 1r11 111 11 ' Jl lll .1ll1ll,11ed 11111111.11111•, 111111111 11y 1n1e1r\h 111 1111111111• (l11"r'), 

• 
1977-111 

1980{E) 19 8 1 (E) Toti I 

s 148.0 $171.0 
4-1.4 52.0 
19.6 22.0 

s 84.0 9 7.0 

S225.0 S240.0 
25.0 35.0 

250.0 275.0 SI , 150.0 
H 8.0 170.0 

$102.0 SI OS.O s 492.0 

(32.0) (38.0) 
(10.0) (2.0) 
39.0 48.0 

S ( 15.0) s (1 6.0) s (65.0) 

s 100..1 J.11 1 Sid 
JOA 23.8 138.2 e • 70.U s (lO.O) 13.0 

71).0 j (lO.O) 18.0 

s 5S.O S (JC..O) 
ss.o ( 16.0) 

55.0 s (J6.0) 
81..? s "7.l 

lh .7% H .1% 

I.I!. 7~.8 ·102. l 

1.0 ' I, IJ 'i},·I 

<1.K tiS.!J J.l!J .'J 

l~li.l:i \olu.•J SI ,.l' Jl) ,11 
.l.7% .?·1.ll% JOA % 

1n 1 ( h.1111tr 111 l uttrnl .;\\Ct' (Ir\\ \h~11wr 11111"11..rl ,ahlr ' c1 111111r'I mlnu\ d1.11111r In 1u111,,11 luhll itl••' (le\\ dldlll(C 111 nulC\ p.l\.ahlc .111ol 1u11 1 n t 111111iu11 

•• t '""It''''"'''"' ' 



little return has been realized on this portion of the 
money to date. Assuming the company realizes a 
10% to 12'l'o return by 1981 on the $870-million 
investmen t, net income would he almost double 
the 1976 level. (For further details of this investment 
program, seC' our Company Follow-Up reptJrt on 
Boise Cascade 0f November 19, 1976.) 

With less Iha,, a year and a half to go on the 
current program, it .1ppears propitious to examine 
the capital spending potential of Boise for the next 
five years. Manage1nimt has stated it plans to 
continue funding a largt <:c1p ital program beyond 
'1978 without issuing equity and while remaining 
within a dcbt-t o-invested-captial ratio of 37.S"h. The 
data in Table 6 induc.Je projections of the changes 
in financial position of Boise Cascade through 1981. 
Assumptions on net income have been kept close 
to the conscrvntivc end of the likely range (line 1). 
Tot.ii cnpitnl investments arc generally projected to 
.wcragc $230 mi ll ion annuillly, about in line with the 
current f ivc-yl'tlr program level o f s22:. million 
(line 7). We h<1vc <1ssumed liquidation b~ 1 1981 of all 
really il!.SCI!. (line 11). The working capital necessary 
to supporl th<' r ising level of sill es through 1 YB I , ilS 

\\It'll il!. a dividend pilyout rate rising to 30% (line 2), 

haw b1·1•n includC'd in th<' ct1lc.ult1tions of intrrnt1I 
funcJ.; sclf-.;uffici\' nc y (line 13). O n bJlance, .1 capital 
progr.1m of this milgnituc.lt: ($ 1.15 billion) ovl'r tlw 
ICJ77-ll I 1w riod c:nuld bC' financed almo~t t•ntin•ly hy 
inlc•mill .,oun;c!o;, lcilving a cumulative• ~hortfnll of 
n 11ly i1pproxirn.1tPly $<i:i million (lint• U ). 

1 o i in.11H c thb ' hurlfnll. the lOmp.1ny ~ l il l'lt•d 
11)77 with 111;,rk1•1 ,1hl1• !.I'< uri tic•s ol $11:1 111illio11 
Ol rw 2l). I lowewr. thr drbl 1cp.1ynwnls nVl'r thl· 
JH'rcPcl wi ll 11•qui1t• 'j, Im million. i11 ndditio11 l o thc• 
$&') 1nillin11 .,hnrtl.lll in inlC'fn,1 1 (undi11g o f 
i11 v1• ... 111w11l .rncl d1vidP11d 111•1•t1 .... Ovt•r .111<1 .1hnv1• 
llw 111oclc·.,t ilnnu.11 cll'bt .1ddition.,, lh<' 1 0111p.1ny i., 
Pxpc t ll'cl lo i..,Slll' $ Hl<I 111lll11rn i11 long-11•1111 dc' ht, 
pn"ihly In 1<)71J or t96ll. l h i., rlc>hl financing. ptu., J 

11•<h11 tio11 111 m.trl..l' t.1hl t• ~ t'lll rtlit •., ol S H1 111 illco11 
,)11<1 ·"' incrc'.lW in not<.•<; p.1y.1hl<' nl $11.ll 111i llin 11, 
would Ill' .,11ffi< h•n t to f11 1.111t l' tlw t onl irHu·<I t .lpit.ll 
c~xpc•ndll ur c• nf $2 m 111illio11 ,innu.1 11)'• while• r.1i.,111g 
tlw dividP11d 1211"(, owr tlw 197C•·ll 1 1wrincl. Ag.1in, 
no 1•q11i1y 1111.111t ing '' ,, ,.,u11wcl. 

I lmv1·vc·1, th1.., ;rn,1l r i1, ignc11c•., 1lw f,lC l th.11 with 
.1 ri .. ing 1•,11ni11g .. 111•1111. only .111 $ 111·111ill10 11 m·I 

i rH II'•'''' Ill dc •ht Cl \11'1 till' ICJ77-HI pwind would 
rc>clw c• lo11H· IN111 cl!'hl 10 24 .~"., of 111 v1·~ 1t·d t .ip1t.tl 
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by 1981, compared with the year -end 1976 level of 
31.7% (line 24). To determine the capital investment 
financing capability of Boise Cascade over the 1977-
81 period, we have assumed a dcbt-to-invested­
caµital rat;o of 37.5%-the management-imposed 
limit. We h 3ve subtracted lht' incremental working 
capi tal necessary to suppo rt the incrementa l 
investments. In tot.11. the company could finance 
abou t $350 million in capita l investment during the 
·1977-81 period over and above the 51,150-million 
total sugges ted by con tinuance of current spending 
levels. A lthough we expec t that the company will 
not borrmv up to its self-imposed debt limit, we do 
anticipat<' clnnouncemcnt by the comp.my of a 
significant increase oi 1/s c.1pital inVl'Slment program for 

at lrast the 1979-81 period. We believe the compa:1y 
has a sufficient number of invest men I opportunities 
that will absorb the fund!:> while providing il 10% to 
12"/., aftertax return on a di..,u>ntin11cd cash flow 
ba si~. However, this highN levC'I of spending is 
expec ted 10 rl'quirc ~omc public debt financing. The 
,1nticipated lcv<•I of s11enc1111M over the 1977·8 1 period is 
CXpt'Clt>U tu ~Upporl cl /ongcr ll!rlll C 'dfl ll/l~S WOWt/t f,J/l' 

of 12% ,ind .1 clivic/e11cl /J.l)'Olll 1.1tL· of JO%. 

VALUATION 
Tlw fJrt•viou!> ;:ir1alyc;is as well as o thers of prior 

r<'port s hilve cloc:unwntcd uur projec tion for Boise 
Ct1!.CJdl' of a '1 l% longer term eilrnings growth rate. 
W" hilV<' ;ilso dc• t,1i lN I our f orecil st of a so mew hilt 
f,hlrr lncrt!ilSC' in div idends, JI leJs l until tlw payout 
r.1tl' rt'ilrhc!. 30% on " sustained basb. Wr have 
.1 ~~igrH'd ,1 ri~k f,1clor .,omewhat ilbOV(' the i\VCrilgl! 

of lh1• 111.irkl'I. rhis a<;sr~~ml'nt. w hich is based on 
hnth n1.uk1•1 .1nd h1nda11wntJI factor.;, includC's: 
I ) p .1 ... 1 divt'r.,ifit,1tio11 mi., t.ik e~; 2) intrrnal 
111wr.1 ting lc•vt•r.igt'. w hich produces signi (icant 
c•,H11 i11~., vol.11 i lit y nv1•r llw l'Connml Lyde; 
U timlwr wll -1,uffiric·m y -.orncwhat It's" than that 
11f "l'v1•r;1I olh<"r forp.,I prnducl compan ies; and 4) il 
potc·1111.1I r1•f111irc>11wn1 101 signil ic,1111 r;ipiral 
' l>l'ndi11g lo t c11w1·r t p.1p1·r m,11111tac1 11 ri11g fali lit il•s 
to .t111·111.1h• 1•1wrg i,nlll ll'"· l'rcdict1tc•ll 011 tht'M' 
h11Hl.111wnt,11 .. , lhl' K1ddt·1 . Pt•.1bocly Lq1111 V.1luation 
1\l<>dl'I ,,1ggt•\ I' .1 tlt1•or1•tic .11 prt•..,t•n t va lue of ·l'i. 
11,1,l'cl 0 11 llw C11trt•111 priu', lhl' diffrrt•ntl.11 from tlw 
1ll1·e111 •l1t.1I v.l lut· ,.., IU"1.. I ht~ Kidder, Peabody 
l11H tl o lw ~ 11 .ltl'g )' Crnup h,l s l 11t1 c<1 ., i 11gl y 
l'11tpll,1"'''d llw growing u1H 1•rlai11ty wit h r l'~pcc l 
lo 1111' poli 111.1l 1•1 ono111it 1•1wironnwnt fo r bu.,11\l'S!. 
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Table 7 
Boise Cascade Corporation 

Valuation History 
Dividend 

Edrnlngs Dividends Payout Price PrlceLurnln~ IUtlo Rcl;itlvc to S&P 500 Avcroi1c 
Per Share(a) Per Share Ratlo{b) High Avg. Low Hl11h A\'g. Low High Avg. Low Yield 

197itE l S·l. I 0 s 1.10 26.8% 34 30 25 8.3 7.2 6.1 0.85(c) 0.78(c) 0.70(c) 3.67% 
1976 3.30 0.76 23.0 34 29 24 10.3 8.8 7.3 0.94 0.87 0.79 2.62 
197.5 2. 16 0.58 26.6 27 19 11 12.5 8.8 5.1 1.02 0.80 0.57 3.05 
197-l 3.51 0.38 10.7 19 15 10 5.4 4.1 2.8 0.48 0.45 0.41 2.53 
I '.J73 2.89 0.06 2.2 18 13 8 6.2 4.5 2.8 0.42 0.34 0.25 0.•16 
197~ 0.78 0.19 24.0 21 I 5 9 26.9 19.2 11.S 1.45 1.09 0.73 1.27 
19il (1.02) 0.25 49 32 15 0.78 
1970 1.08 0.2'1 22.2 74 59 39 68.5 52.3 36.1 3.76 3.22 2.67 0.41 
1%9 2.35 0.24 10.0 76 65 54 32.3 27.7 23.0 l.76 1.63 1.119 0.37 
11Jh8 2.03 0.23 II .3 67 52 :l7 33.0 25.6 18.2 I. 75 1.48 1.20 0.44 
19b; 1.-18 0.21 I 5.5 41 31 21 27.7 21.0 14.2 1.51 1.23 0.94 0.68 

I% 1· 76 JH'r JI\(' 14.6% 22.3 17.2 12.1 1.31 1.1 I 0.91 1.26% 
19 7 ~· 7u JH'r .igc 17.3 12.3 9.1 5.9 0.86 0.71 o.ss 1.99 

( [I l.tddcr, l'cJbody & Co. l11corpor.Hcd euimJtcs. 
t I r.1H·nthc~e~ denote defici t. 
tJI Btforc l'\trJ011.lin.1r\• ltl'rm. 
tb 1 LJ\11 dl1 icknch J~ 11crccnt.1i:c of CM nini:s prr \IJJrc. 
It r B."ed on the Kidder, l'c.1bocly C\ t1malc) f 01 the ~JI' SOU of SI 1.00 in 197 7. 

in gr1wr.il ,rncJ thus the risk associated w ith owning 
NjUit il''i. Ai:. a result the di':tcount rate on the market 
may lw .lpproaching IJ%. Assuming such " rate for 
t lw r .irk c I a., il who I e, I h e I h e ore Ii ca I 
pr it p/r.uning'\ rntio for Bo ise Casc2de drops to 9.4, 
;ind tlw tlworctical pric<' to 3CJ. However, thi s is still 
ii pric <' cJiff t~rcntial nf 33%. 

lnvc!<.lor lonccrn about strenglh o f rea l 
Pronn111ic growth a., well ;is a peak ing of housing 
IJVl'r the n<•xt IH 111 on lht., have ncgntivcly impacted 
llH• 1wrfornli\ncc of Boise Cascade common. 
l'o.,.,iblt• t•llmina tion of capital griinc; income havL· 
r.1 i'>l'd invP ... tor conc<•rns. Such an climin;ition 
wilhout ot lwr off c;C' tting changes in the t;lx laws 
would IMvf' rcdun•d company net income 8.5% on 

average, over the last S years. The estimated 
rPduc tion in 1977 per share earni ngs from 
elimination of capital gains is 25 cen ts a share or 
l<'ss, or equal to about 6% of projected earnings. 
Howl'vPr, Wl' believe there is currently a high 
prohnb ilit y thnl some compromise will be rcnched 
wi th rcspPcl to this issue, limiting the negative 
impact on the company. 

WI' hc li<'VC thb, as well as o ther short term 
tnncNns will be elimin . .lled or sharply reduced in 
tlw rwxt h to 9 month~. Emphasis on the strongly 
po.,itivc! long-term funcfamental va lue of tht• stock 
during thi., period of ne.1r-ter111 uncC'rtnint ics 
ontinu<'., to mak<' ii J recommendation of the 

Kidder, Peabody Portfolio Strategy Group. 
George H. Boyd Ill, CFA 

/hr• 1nltJrtu.11io11 < 01l1,1111t•d 111 t/11' lt'/)Ott ll,I\ h <'l'fl t,1kl't1 fwm 11,11/1' .111cl \l, 1t 1~ t1< ,1/ \l'fVIC"t'\ .111cl r>tlH •r ''""<I'' 
w/11c Ir IVf' dt•t•m rt•/i,11>/r•, Wt• tlo nut tl'f)fl',,t'lll t/1,11 1t ;, .n tt11.rtt• '" c w11p/t'l1· .uul 1t ,/um/cl 1101 lw r1•/11•tl 
IJ{J(Jll ·'' \Ill It All~ opiniOll\ l' Xf)fl'\WCI l11•r1•i11 fl'flt•( I tltlf jwl~mt•fl t .II t/11, (f,1 lt• .111cl .Ill' \t1l1ir •1 t 111 1 /i,1111~•'. 

Aclc/111011.1/ 11tfwm.1t1tm 011 tin• w< 11rit11 1
} t11< 111t1t111t •<I '' .iv.11/,1/1/1•. 

'" p.11 I ol thi' rPporl 111.1v lw rPproclul N I Ill ;111y 111a111w 1 w!1 hu111 llw wrill t•n p1•1111i"i1111 of KiddL•r, 1'10,1hucly ,'\ < 11 . h11 . 
Copyright • l1J77 Kidtll•r, l'l•.tbotly & Co . Inc orport1ll'd 
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Representative Chairman 
CLARK GRUENING 

940 Tyonek Drive 
Anchoraae, Alaska 

99501 

SPECIAL COMMIITEE ON 
THE ALASKA PERMANENT FUND 

Chairman 

907 -27 4-2446 

~ousc of ~eprescnbdi\1es 
POUCH V JUNEAU 99811 

M E M 0 R A N D U M 

RE: AOL Study 

TO: Reps . Malone & Gardiner 

FROM : Rep . Gruening 

DATE: May 5, 1978 

WAYS and MEANS SUBCOMMIITEE 

Member 

FINANCE COMMITIEE 

LEGISLATIVE COUNCIL 

Attached is a copy of a March 22, 1978 letter from Mr. 
Hurley of J\DL stating that the addendum to the main AOL 
study 11 Economic Development in Alaska" was done in lieu of 
task 5 of the original proposal . Task 5 was not done -
'' .. . we will not be completing the development of investment 
criteria for the fund since our earlier work and our report 
suggest this step will not be nec:cessary . " •ro the contrary, 
the report and addendum ($7 . 4 billion in capital needs for 
candidate industries) show that investment criteria are 
absolutely necessary . I did not approve redefinition of 
task 5 nor approve the addendum study as required by free 
conference intent. 

At llugh ' s urging, I wrote 7\DL asking for a response to the 
unanswered questions (letter attached). According to Peter 
Bushre of Revenue, who has taken Edenso ' s former position, 
the bottornf ish industry feasibi lity study is part of the 
redefined task 5 which will not exceed $14 , 500. 

Attached is a draft copy of the proposal which will have 
some of the same deficiencies the original 7\DL study has. 
Edenso is now in San Francisco talking to ADL and the final 
7\DL proposal for bottom f ishing is being developed. I 
suggest we contact J\DL and r::denso (llyatt House 415 398- .1234) 
and get a meaningful study done. 
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Arthur D Little, Inc 

Massachusetts 'Oualitv of Life' Analvsis 

ADL r..ade a detailed statistical analysis of the "quality of life" in 
Massachusetts for the }tassachusetts Departc:ent of Conunerce and Development. 
The study focused on the relative standing of 22 major states regarding 
gove~nmental affairs, business conditions, liv:lng conditions, transporta­
tion, health, environment, culture, recreation, and education. 

Illi~ois: Growth Oouortunities 

For the Central Illinois Public Service Company, we e:-camined the regional 
eccno~y in an effort to identify its assets and liabilities for the 
purpose of determining opportunities for future industrial gro~th. The 
locational advantages of the region were analyzed in light of current 
uiarket and technologlcal tre:lds within industry groups , to identify those 
industries most likely to locate and expand in the region . 

Mississi~pi : Local Investment 

In an effort to sti~ulate the interest of local investors in opportunities 
withi~ the state, the Mississi?pi State Legislature passed the Internal 
Industrial Develop~ent Act in 1960. ADL was asked to assist the Missis­
sippi Agricultural and Industrial Board in identifying suitable operations 
for local i~vest~ent and by preparing feasibility studies of the most 
pro~ising opportunities. 

The preli~inary survey of th~ Mississippi economy and its resources un­
covered a number of possible investment opportunities, several of which 
were recomtlended for detailed evaulation . A.~ong them were operations in­
volv!cg refrigerated storage , canning , tool and die manufacture, plastics 
fabrication, furniture assembly , and plywood production. 

For each business, feasibility studies identified the potential markets 
for specific products manufactured or handled, special marketing techni­
ques that would be involved , suitable manufacturing operations, the si=e 
of the operation dictated by the potential market, manpower require~cnts, 
ra~.1-m.:itcri.il .:ivailability , trnnsport.:ition facilities ueeded, inves tmcnt 
requirements and operating costs were detailed so that investors could 
calculate the effect of greater or lesser investment or of joint invest­
ment Frosrn::ts on each projected operating b~sincss . 

Service Sectors of New EnRlnnd Econo~y 

For the Ne•,.. England Regionnl Commisnion, Arthur D. Little , Inc., has just 
co::tplcted a study of the service sec tor as a factor in the economic growth 
and prosperity of New England. The purpose of the study was to develop 
nctic~oblc guidelines for future polici es and progrnmn aimed at stimulating 
growth in the. service sector in the region. 
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AOL's Ongoing Hulticlient Inoue/Cutout (I/O) Forecasting Program 

AOL has been active in various phases of input/output (I/O) analysis for 
more than fifteen years. In addition to almost continuous activity in economic 
forecasting for industry and government clients at home and abroad, we have 
undertaken a number of I/O studies for a broad spectrum of private and 
govern~ent clients. These. studies have been carried out by ADL staff teams 
made up of individuals experienced in long-range planning, product develop­
ment , mar ket research, ·economic and industrial forecasting, technological 
forecasting , computer progranuning, mathematical modeling, and data analysis. 

The model used in these annual studies, one of the larges t of its kinds, is 
an expanded version of one prevfously developed for North American Aviat1:~on 
in a diver sification planning study. Over the years, the size and detail of 
the forecasts have substantially incr eased, and the model is being furtr. ~r 
modified and expanded t o serve as the bas ix framework for this year' s fot·.:\­
casting study. 

ADL plans to continue and e:,pand the industrial forecasting progr am in 
fur.ure years . Later developments will include further industry disaggregation, 
preparation of additional short-term forecasts and of other forecast informa­
tion that the ~lients feel will be of value , and possibly the use of a co~puter 
time-sharing system. 

California State Develooment Plan 

The California State Planning Office retained ADL to prepare an economic 
and demographic forecasting model for use by the California State Development 
Plan. This was developed to prepare forecasts of statewide economic growth 
as part of an extensive research program designed to provide reliable, con­
sistent, and comprehensive information on statewide and regional development 
trends, potentials, and the problems facing the CaJifornia legislature and 
state administration . 

The ADL study steam developed a labor force input/out growth model which 
made it possible to analyze statewide and regional manpower problems and 
opportunities. On the supply side, labor force projections and detailed 
demogrnphic studies provided forecnsts of the labor f orcc by year, by age 
and sex. On the demand side , labor force projections were made thr ough a 
detniled structural interindustry r elationship analysis o~ the California 
econo~y. One unique feature of the projection model was that it estimated 
t he der.1and levels for the goods and services pr oduced by different industries 
through the use of wage data and the use of n combinntion of input/output 
and multiple-regression annlysis techniques. 

The model , which was programmed for solution on a computer, was designed so 
that it could be rendily updated wl·o;!n new inforll\.ltion was obtained as part 
of the routine d.itn collection program of the s t ate. The model enabled ADL 
to test out the repercussions of different 9tnte and federal spending policies 
nnd procrams, such as the reduc tion in national defense spending . 
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North Dakota 
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In an attempt to broaden t he base of.North Dakota's economy and to stop 
the population decline in the state, 16 large business concerns having 
business interests in the region banded together as the " Resources Re­
search Committee" and. employed Arthur D. Little, Inc., to appraise the 
possibilities for industrial development based on the extensive lignite 
deposits. A comprehensive program of study was undertaken and included 
as a first step in a study of the technology of lignite (which brought 
together all available' data on lignite), an appraisal of United States 
energy needs and where lignite fi t s in; and an economic survey of the r e­
gion. Information obtained in these studies provided the basis for feas­
ibility studies of specific opportunities , such as an aluminum smelter . 
in the North Dakota area, utilizing lignite in the iron ore industry, pro­
ducing ammonia and methanol from North Dakota lignite, locating a chlor­
alkali plant in North Dakota, production of organic chemicals f~om lig­
nite, and similar studies. 

Missouri 

Arthur 0. Little, Inc. , was retained to assist in identifying potential 
new opportunities in all manufacturing sectors outside agriculture. We 
evaluated considerable statistical material on industrial growth , Missouri 
resources, and industrial trends as well as environmental factors bearing 
upon the rate of development . We helped to identify those industrial 
sectors which, based upon their relationship to regional resources and 
markets and their growth potential, would be logical additions to 
Missouri's industrial economy. Recommendations were made of those sec­
tors in which further detailed feasibility studies should be undertaken. 
We also recommended action which the Missouri Division of Commerce and 
Industrial Development should take to accelerate the rate of industrial 
development. This approach permitt~d the Division and other development 
groups to devote their efforts to att r acting those industries which could 
benefit directly from a location within Missouri , preventing diffusion of 
attention over the entire industrial spectrum . 

Wes t Virginia 

For the St:lte of West Virginfo, Arthur D. Little, Inc . , undertook a four­
year industrial development program thnt contributed substantially to the 
growth of capital investment in the state. After nn initial base study 
of the state 's economy , sped.fie intlus trfol feasibilit y studies wert.:? 
carried out iil the fields of chemicals, ,\pparel, metal fnbr"icntlng , plas­
tics, electronics , woodworking, aluminum, and nuclear energy . 

Maine ---
ln 1958, Arthur 0. Little , Inc ., made a comprehensive survey of the eco­
nomy of Naine :ind of \-hlshington County in Moine for the U. S. Arm>• Corps of 
Engin~ers . Th~ object of: this study wns t o determine the <?conomic impnct 
of a proposed ticl.11 power proj ec t in the Passnmuquo<ldy Bay area. The re­
port included analyses of population, employment, incor.1e and business fluc­
tuations; ~laine' s fishing , manufncturing, <tnd forest products industries ; 
transporta t ion; tourism nnd recreation; banking and fina nce ; and mineral 
nnd other natural resources. It also assessed the interest of: selected 
U. S. industries in the Passamaquoddy Powe r Project. 
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Industrial Develooment Studv for the New York City Planning Commission 

Concerned about the continuing decline in the city's manufacturing base and 
the consequent loss of job opportunities, the New York City Planning Cor.rnis­
sion asked ADL to s tn~y and r ecommend the types of financial assistance and 
administrative organizations and procedures needed to facilitate the develop­
ment and maintenance of a healthy indust r ial envir onment . Upon· analyzing 
New York's unique industrial problems , AOL made several recommendations. One 
of these was the creation of a new agency, with the s·uggested narr.a of "Public 
Development Corporation," which would help provide low-cost space for indus­
try. It could be established under existing state legislation and would not 
require any constitutional amendments in order to be used under the city's 
urban renewal powers. 

The Public Development Corporation would be wholly owned by the city and 
would provide funds to carry out viable projects. A line of credit for the 
corporation would be established by using the city- owned vacant, condemned , 
and underdeveloped land as collateral. This presently unused land would 
make it financially possible for the corporation to borrow outside th~ city's 
debt limit . By· drawing on the line of credit made possible by the fluid land 
reserve (estimated at more than $100 million) , the corporation could borrow 
additional funds and undertake the construction of major development and sub­
sequent leasing of space to appropriate industries. 

Develooment Pro~ram for the Harrisburg Economv 

ADL completed a project for the city to develop a practical and effective 
prograM for the development of the Harrisburg economy. A five-part program 
of uork was designed to carry out the proposed proj ect. It provided both a 
sound basis for an industrial and economic development program, and an 
implementation strategy that will be effective in yielding both inunediate 
and long-term results. The results of the project were sununarized in a 
short- range (immedinte) action program which took ndvantnge of immediate 
opportunities, and assisted firms which had not fully recovered from the 
effects of Hurricnne Agnes. A longer - term implementation program to be 
carried out over the next three years suggested improvements that require 
more t ir.te to be accomplished, ::;uch as providing industrial and conunercinl 
site ;, through redevelopment, developi:ng plans for areas th::it can developed 
only after flood control projects or new l1 ighwnys have been completed , and 
a m::irkcting program designed to complement the implementa tion phase of the 
Harrisburg , Inc., project. A de tailed administrative progrnm and budget for 
the industrfol and economic development program t o be carried out during the 
next three years was also prepared. 

Assessment of the New England Econo~v 

ADL conducted a study for the New Engbnd Rcgionnl Commission, performing n 
gene ral nssessment of the New Englnnd economy. For this study , we conducted 
systemntic cornparntive annlyses of the slgnif icant relationships between the 
nation , New England, the states of New Englnnd, nnd the states' subregions 
utili;-:ing rclev:int and currently nv<tilablc economlc and demographic <l.'lta. 
AOL also made an analysis of r ecent economic projections and presented a set 
of projections for 1975 and 1980, Cully documented with respect to underlying 
assu~ptions . On the basis of our analyses, the contrac tor undertook to 
pl.in public investment progra1.1s for the regi.on on a f ive-ycar plan to 1980. 



Economi~ Studv for Puget Sound Regional TransDortati6n Agency 

AOL condu\:ted an economic study for the Puget Sound Regional Transportation 
Agency, s~:~ttle , Washington, to forecast the economic growth potentials of 
a four-cou~ty a·rea for a 15-year period. ADL dev~loped forecasts for this 
region by u~ing a modified economic base input/output forecasting model. The 
model traced~the existing flows of goods ana service~ among the various sectors 
of the region\ s economy and the relationship between the ri~gion' s economy and 
the economy of \ the western United States. 

~ 
Special question\aire surveys were conducted among manufacturing industries 
of the f,our-county region ~o augment published data. In addition, special 
studies of selecte1 industry sectors significant to the area were carried out 
by ADL industry sp~cialists and incorporated into the model to forecast future 
growth patterns. Tl:e information generated from this study has been used in 
long-range transport~tion planning for the Puget Sound area. 

Land Use Program for Colorado 

AOL assisted the State Land Use Conunission in building a program that would 
provide a framework and process whereby the state and its political sub­
divisions can guide future development. The study focused on the issues, 
regions, goals, policies, programs, delivery system, and implemenation action . 

The reco~nended land use pro~ram emphasized the local and regional levels of 
government as the primary decision makers on local questions of land use, and 
imposed nn equi.table and consitltent discipline on development decisions, rather 
than a piecemeal and haphazard development. It established a new framework 
with closer working relationships among agencies and provided a process for 
guiding growth focused on enhancing the quality of life. 

The final report was divided into three parts. Part One contained projections 
of population and economic trends for Colorado and its five regions , and an 
explanation of the planning process and the selection of goals, targets, and 
policies. Part Two presented the recommended programs by r egion in the areas 
of environmchc, economic growth and porulation, natural resources, and social 
concerns. Part Three desc ribed rcgulawry tools, organi::at:l.onal structures, 
and short- and long-term strategics for carrying out th e Colorado Land Use 
Program. 

Mendoci.no Countv Gan~ral P lnn 

Af)L w~w sclec t ed to prep:trc the Gcncrnl Plnn f or this Northern C:t liforn1.n 
county. Our report to the Board of Supervison1 and the County Planning Commis­
sicn involved the trnditional projections and allocations of transportation, 
lnnd use, and public facilities, but was dis tincuished by its extensive 
analy!l ls of the economic undcrpinninns which dete\·minc and shape the county 's 
future development. A separate document wns prepi:n·ed which denl t with the 
land ;rn<l resources in their economic context a s wel1. as •.tith the future pot en­
tial of the basic indus tries . A procrnm was recommended to maximize their 
growth so as to insure u stnble ond prosperous bnse f 0r the future physicnl 
development. 
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Lassen Countv Develooment 

This study was to deter mine how public l ands and facilities should be developed 
in Lassen County in order to encourage maximum development of private industry . 
Lassen County was attempting to relate its pub.lie expenditures dir,~ctly to 
economic development ··and desired that its Haster Plan include an explicit set 
of public actions to be implemented betwe.en 1967 and 1990 . The study also 
included co'nsiderations of public controls over the environmental quality of 
Lassen County's scenic attractions . 

Illinois Regional Growth Potential 

For the Central Illinois Public Servi.ce Company, ADL examined the regional 
economy in an effort to identify its assets and liabilities for the purpose 
of determining o~portunities for future industrial growth. The locational 
advantages of the region ~ere analyzed in light of current market and t echno­
logical trends within industry groups, to identify those industries most likely 
to locate and expand in ·the r egion. 

Iowa Develooment Policv 

The Iowa Development Commission commissioned ADL to divide the state into 
regions in terms of development policy, and to identify industrial and related 
growth opportunities for the state and its regions. We called for a reorien­
tation of Iowa's program, stressing the ~ital interdependence of urban and 
rura l areas and the regional approach on a multicounty basis. We used the 
principle of foc al points co divide the state into regions , thus providing the 
basis for regional opportunity and organizational studies. Numerous specific 
opportunities were identified and discussed as the first step in proving 
industrial feasibility and developing prospects . In order to carry out tr ~ 
required feasibility studies , recommendations for staffing the state organiza­
tions were included. 

New EnRlnnd Economic Diversifica t ion and Growth 

For the Federal Reserve Bank of Boston , ADL surveyed New England's industrial 
opportunities by analyzing its human and material resources nnd the problems 
of its declining textile indltscry. The objective was to discover new marke ts 
and opportunities for New England manufacturers and to establish new indus­
tr les sui table to the region. F.mplu1i,;is was placed on the feasibility of 
developing the region as a center for scvcrnl major new industries which , 
by their nature and locational requ'ircments , would be appropriate to the nrca . 

Wnsh tn~ton State Economic Model 

ADL developed on econometric model of the Washington Stat e economy for the 
\fa!>hington State I.er,islnture that is now bein~ utilized by the Legislature 
in order to forecast tnx revenue . The model was progrnnuned after n period 
of r escn rch and analysis aimed at identifying the structure nnd relation-
sh lps of the WnshinBton economy. The model wns tested by the ADL tcnm work-
in )3 .,_.ith the stnfC of the Legislative nudget Conuni ttec. The model was pro­
grnr.-.med for and is now being run on a cor.:putcr owned by the Stnte of \fashington. 
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Arthur D t ittle, Inc 

New York Public Dcvelonment Corporation 

Concerned about a continuing decline in the City ' s manufacturing base and 
t he consequent loss of ' job opportunities, the New York City Planning Com­
mission asked ADL to recommend the types of financial assistance and 
administra tive organizations and procedures needed to facilitate the 
developnent and maintenance of a healthy industrial envirow.ent. 

While New York has followed national trends , it has a number of unique 
i ndustrial problems. The city ' s unemployment levels it not high percentage­
wise, but the number of unemployed is lar ge -- exceeding the entire labor 
force of Delaware. Two-thirds of its firms ~mploy fewer than 20 people . 
Many of these firms have limited rent-p.:iying abilities and lack the 
resources to upgrade their facilities . 

As one of its rccor.imcndations, ADL suggested the cr eation of a ne\1 agency , 
with the suggested name of "Public Developncnt Corpor.:ition," which would 
help provide low-cost space for industry . It could be established under 
existing st.:ite legislation and would not require any constitutional 
amendr:ients in order to be used under the city's urban renewal powers . 

The Public Development Corporation would be wholly owned by the city and 
would provide funds to carry out viable projects . A line of credit for 
the corporntion l:ould be e st.:iblishcd by using the city-o\-med vacant, 
condemned , and underdeveloped land as collateral. This pr esently unused 
land would make it financi~lly possible for the corporntion to borrow 
outside the city ' s debt limit. By drawing on the line of credit r:iade 
possi\Jle by the fluid land reserve (estimated at more than $100 million) , 
the Corporation could borrow additional fund~ and undertake the construction 
of m.:ijor developments and subsequent ·lc.:ising of space to appropriate industries . 

Hi ri111i V:\J l.cy Rc:g:I o:::• I pj :rnni 1H~ Comnd !: Gi on 

ADL conducted nn ·<'>:l:cnGivc annlys i.:; of t he r etailing nystcms conl::iine<l w'ith­
in Lli:i. ~ f lvc-councy Ohio region . A rct;c;n·ch p1·ogr.1111 of surveys .1nd i1wen­
tor1cG \/:15 u!:cd to llcvclop the coc:ffid.cntr; requJ.i:cd for a model of this 
r.ct:;1i.Ung cnv :i.:on:11r:nc . The model w:i!l constructed jointly hy the pJ ~::rning 
ngcncy r,t:1[( n.Hl /\DI. . Its succcr;:;(ul comp.let:jon pcrmi.ts t:hc! pl:inni.11n ngcncy 
to monitor thl~ Cactorn t:hnt dC'.t:c:1:minc 1:ctni.l nGglomC!rnt:ion locntion:.; ond 
s;1lc:;. The model b currently ut":itlp, \tr.eel to prc:<lJct th e: imp;1cc of s hHtn 
nnd clc1::ot,;r:!pld c chnr.1ct·cri:1 t: ic:1 of s hoppl.n!J ccntct· nnd :;t.:orC' l oc:ntion~;. 
The: !:mnc: n:oclC'l m;1y nl :;o \J c ll !;Cd to (orec:i :;t the :;nlt:s pornnti:il o( r.pecl fic 
site~ \:li en zoninc po]jcy chn11r,l:~: nrc being rc:c:ucs l('() hy u<'Vt~lopcr~:. Sc:vcr­
nl ciUen within the rc:gion , iudmli111; n;1)'Lu11 1 h.w.:! iilrc:ic.ly ut i 1i:~~c! the 
~i\'RPC ' !J 1:ioclel. t o a1 ·; Lhcm in dc:vcl.opfog pl:rn ~ for thC'it" o\W jurbcliction. 
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Develoo~ent ProQram for the Port of Astoria. Oregon. 

ADL completed a conprehensive port development program fo r the Port of 
Astori~ Master Plan based on a multi-purpose planning and technical 
approach . Recognizing the port ' s unique geogr aphic location in a natura l 
deepwater area where · the Columbia River meets the Pacific Ocean, the 
study began with an assessment of t he existing setting, i .e., an anal ysis 
of port opera t ions and capacity wi thin both a r egional and national frame­
work , and a social , economic, fiscal, and ecological pr ofile of the port 
and Clatsop County. ADL t hen developed a r egional framewor k and estab­
lished a developnent program for t he Por t of Astoria, t aking into consi­
deration its futur e competitive position , public actions r~quired, eval­
uation of alternative si t es, and a comparative impact analysis of sit es . 
Finally , the s t udy developed a preliminary site plan for hig!-1 priority 
sites. In exa~ining the onshore characteristics of suitable shoreline 
properties~ the study concentrated on hydrolugic and envi r onmental 
characteristics which would affect future development options . 

Lor!2-Ten Deve loornent Stratet?v of the Southern Waterfront, Port of 
San ?ranc!.sco 

As a pare of an overall strategic study , the ADL San Francisco office 
carr!ed out an analysis of the financial i mplications of developing contai~er­
shi?/LASH facilities at India Basin . The analysis related the specific 
economics of the proposed new facility to the overall capital investnent 
and ongoing budget and financial resources of the Port of San Francisco. The 
study showed that significant additiocal non-maritice development on the 
northern waterfront of the ?ort of San Francisco would be required to carry 
ou~ the develop~ent of new facilities and amorti:e the bonds against these 
obsolete facilities that the Port held. 

Cor.-.::ie rc ia l Develoor.:ent of the Northern Waterfront, Port of San Francisco 

For the Pore of San Francisco and in cooperation with the San Francisco Plan­
ning Dcpartnent, ADL completed an in-dep th financial analysis of th.? po t ent!.a l 
for additional comme rcial dcveloprn~nt on the northern ~aterfront of the Port 
tha t would be s~ppor tivc of the new maritime facilities contcmpl:.tt<:!d for t!le 
souc~ern waterfront . The study inves tigated the economic feasibility of all 
possible facilities or uses (o r the area, the dema nd for nltcrnative uses, 
and their physical possibilities. It also investigated the impact of the 
port on thn ccono:ny of the city , the economic future o( the pore, and th~ 
deve lopm~nt pot ential of the port property on the Northern Waterfront . The 
i ·wes tigation vns nnaly~cd to rccomncnd a t inc- ph:iscd deve lopmen t proi;ran. 
This progra:n \las designed to focilltate the developnunt of r evenue for thu port 
so th~t they could finance the cxp~ns ion of marit i me ac tivities as indicated 
by ou r inves ti~a tion of their econonlc future. Concomitantly , t l1ls develo?:cn t 
pror.r am cons idered the ove rnll intercs t !l of the City of ,"; :1n Franc i sco as it 
~ould b~ nlrcct~d by chnn~inc land uses alone th~ ~orch~rn W3tcrfront. 



' I 
' 
' 
' I 
! ~ 

I 
I 

' '-
' I 

Hawaii's Potential for Ocean-based Industries 

The Hawaiian business community engaged ADL to appraise Hawaii's potential 
in t~e field of oceanics, or ocean-based industries, The broad purpose of 
the ass i gnment ~as to establish whether this field held promise for future 
economic growth in the Islands. ADL estimated the size and timing of oceanics 
activity in Hawaii over the ne:<t five years, and measured its impact through­
out the economy by means of an economic input/output model which had already 
been developed as part of an earlier transportation study on Oahu. 

We assessed Hawaii's attractiveness as a site for oceanics activity as com­
pared with other locations, and sought t o identify par ticular attributes 
which might help the state to become an important oceanics c~nter. We also 

· noted specific detriments to development of such a center and their possible 
cures . Our recommendations included steps to be taken by the business corr~u­
nity, the Universit:,• of Ha•.•aii, the state eovernment , and all sectors concerned 
with oceanics in Hawaii, in order to realize the state's potential in oceanics. 
Finally, after reviewing the status and potential of the various private and 
public national programs and funding, we identiiied those most suited to 
Hawaii's resources and capabilities. 

Southeast Asia Seaoort Development Reauire~ents 

ADL conducted a major analysis of the seaport development requirements of 
seven Southeast Asian nations as part of our multi-modal , long-range Regional 
Transport Survey for the Asian Development Bank. The study was based on the 
interrelation of economic needs and transportation development in creating a 
healthy investment cli~ate. We characterized the economic and transport 
systems of Indonesia, Singapore, Nalaysia , Thniland, Laos, Vietnam, and the 
Philippines and prepared forecasts to 1990 of the needed regional economic 
and transport structures; r ecommended measures for greater inter-country 
cooperation; determined how transrort could develop the region's resources 
and raise its standard of living; established a framework and model by which 
transport-r elated investment plans could be assessed and coordinated; deve ~oped 
specific programs for the Bank or outside investors, and recommended institu­
tions for tr~nsport d~velopmcnt and for collecting and maintaining basic data. 
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Arthur D Little, Inc 
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ECm!OHIC ANALYSIS OF VARIO'JS IMPACTS 

ECOXOMIC FORECASTING 
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SPECIFIC INDUSTRY DEVELOPMENT H1PACTS 

Imr .ct of ~?av al Installation en Kitsap Countv 

ADL iecently c~wpleted a study of the econonic , environmental , and com.~unity 
impikt of a ptanned Trident nuclear submarine base in Kitsap County, Washing­
ton, for the C.:entral Puget Sound Econor:iic Development District . Study ele::ients 
included a det~iled analysis of the housing needs for future population, 
de•.1elopment of n\'.w communities, and the development of a population trend 
model. ADL determined infrast ructure costs under several alternative develop­
ment scenarios, analyzed sources of funds (federal, state, and locai), and 
deternined those developments which would have occurred in the ahsence of 
this specific naval installation. The study provided an evaluation of alter­
native development programs and their environmental , social, and economic 
impacts on current and future residents of the county. For each of t he four 
alternative scenarios, ADL evaluated various techniques for the implementation 
of development progra~s, including reccmmended ch3n3cs in relevant county 
ordinances and requirements for n~~ legislation. 

Reuse Analvsis of NIKE Site in Southern California 

With the planned U.S. Department of Defense deactivation of a NIKE missile 
base lying within its boundaries, the newly incorporated City of Rancho Palos 
Verdes asked ADL to determine through a study the best nonmilitary use for 
the sit e . Because the Palos Verdes Peninsula is a desirable residential area , 
the study considered housing and population trends and their relation to the 
city's General Plan. The demand for retail and/or commercial uses was also 
analyzed. as were such potential public uses of the site as governmental or 
educational administrative offices, auditorium and multi-purpose activity 
center, post office, fire station, and recreation and open space. ADL's 
assignme nt also included develor t ng a specific site plan relating to the mos t 
promising uses, and preparing un environmental assessment. 

Butler Valley Dnm Economic Impact, llumboldt County, Californin 

For the U. S. Army Corps of Engineers, AOL completed an economic impact state­
ment that determined the short-run and long-run ef fccts of the proposed dar.i/ 
r e oervoir pro~ ect on the flood plain of the Had River , the lands surrounding 
th'! reservoir, and on the county. The economic var iJbles considered included 
population, market value of land, employment, and inccme , under the ossumpt lons 
of the dam being built am.I not being built . Proj ection~ extended to the ycnr 
2050. 

Economic Anal vs is of PacH.ic Northwest Aluminum Indus trv 

ADL und ertook an economic analysis of the role of the nlum:tnum indus try in 
the Pacific Northwest states of Wnnhington, Oregon, ond Montana . The focus 
of the nnnlysis wa:; the ten primary aluminum reduction plants , seven of: which 
11r" l oc11tNI In W:tr.hi.ngton. The study examined the r eg ional setting in terms 
of n variety of stnnd:ird economic indica tors . It then nnolyzcd the economic 
icpnct of the aluminum industry . In nddition to fnctors like employment, 
purchnscs, nnd tnxes , the nnnlysis rcvicwe:d uses of nlumlnum. Of special notc­
w11s n !1epnr.:itc analysis on power consumption. This section tn1ccd hi s toricnl 
powl.!r consumption of the industry and ne t forth a de tailed discus s ion of 
nctual electricity use cot::p:trcd wtth ovcrnl.l regionnl electric power deliverie:t . 
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Tourism Imoact Study - Citv of San Diego 

AOL completed a study for the City of San Diego which assessed the econor.iic, 
fiscal , and other impacts of the tourism industry in San Diego. The issue 
had been the focus of .growing public controversy over the use of city funds 
for tourist promo tion. Elements analyzed included economic sector tmpact , 
land use consumption by the tourism industry, the cost and benefit of provid­
ing public services to tourists, impacts on public facilities such as beaches, 
and related environmental impacts such as air pollution. 

Economic Impact of City ~ f Long Beach's Pacific Terrace Convention Hotel 

For the Long Beach Economic Development Cor?or ation, ADL in 1975 assessed 
t he p:obable economic impact of a proposed destination convention resort 
hotel in the greater Long Beach area. ADL dete r mined the employment likely 
to be created and the direct and indirect effects of expenditures during 
construction and operation of the hotel. The purpose of the analysis was 
to provide the development corporation and the Economic Development Adminis­
tration , the financial sponsor, a basis for quantitatively evaluating the 
major impacts associated with the project . 

Tourism Irnoact Analysis for the State of Marvlar~ 

mL ~ onducted a tourism impact analysis for the Department of Economic and 
Comm .nity Devclopr:ient in the State of Maryland. In that study , AOL developed 
tourist profiles for the most economically sign:lf icant types of tourists in 
each of seven regions of the state. The profiles indicated the economic 
impact (in terms of jobs, income , nnd tax revenue) each cf these tourists 
has on the region and the state in total. The Htudy also investigated the 
relationships between the state, local governments , and the private sector 
with the intent of iden tifying options and opportunities the s tate has in 
influencing other groups in Maryland to be involved in tour ism development. 
Fin3lly, the study looked at the resources and facilities the state has and 
assessed their potential for tourism development . 

Economic Impact of Redwood National Park in Northern California 

AOL was asked by the U.S. Dcpnrtrncnt of the Interior to ex::imine the economic 
impact of its proposal to establish a Redwood National Park in Northern 
California and to prepare both short- and long-term projections of employ­
ment and income levels in local areas. Two sets of projections were made; 
the first was based on the assumption that there would be no park , nncl the 
second was bused on tho assumption th ot the park would be set up. The loc.il 
gove rnment ' s f.iscnl position was cxnmined in light of both possibilities. 
Since the site to be occupied by the park contained much of the commercfol 
timber stnncl:J of the local nren , AOL a nalyzed the impnct of the pnrk on the 
ltir:tbcr and wooJ proJucts industry <iml concluded thn:: ar.tab li:;hint; :i park •.,·ould 
reduce jobs in this industry by 28?. . However , W•? forecnst an overall increase 
in avn llab le jobs in the area due to the positive impact of t ourism. 
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TAX IMPACTS 

Major California Headquartered Bank 

For a major California headquartered bank, ADL is currently developing 
demographic and economic baseline data for the bank's internal use . 
These data comprise a review of past trend/ (10 years) in state and l ocal 
governmental costs and revenue sources . Otit work has also included a 
projection of the impact of alternative proposed legislation for dealing 
with l ocal taxation and, in addi tion , has consider ed the i mpac t of SB 90, 
Serrano Priest court decision, and other major pieces of litigation and 
legis l a tion. 

Son Francisco Tax Alternatives 

In 1967 the California Legislature passed a law stipulating a uniform 
assessment r a tio for all California rea l property. The l aw stated tha t 
all property should be assessed a t 25% of its market value. In San 
Francisco the previously existing range of assessment ratios had gone 
f rom an average of about 10% on single-family to 50% on commercial 
proper ties . Therefore , it was important for the city to find out what 
the impact of new assess;';lent ratios would be on the city ' s residents , 
by subgroups, and on various kinds of housing types. 

ADL was able to gauge this impact by using the census data on housing 
cross-tabulated with household types that had been prepared initially for 
the San Francisco simulation model . Extensive computer-using analytical 
mnnipulntion of the data permitted us to break out population subgroups 
on the basis of the kinds of dwell1n~ un:lts they occupy . Census da ta on 
housing rent or value was methodicnlly treated with the inc lusion of 
capitalization assessments to present n distribution of ac tual housing 
costs (implicit and explicit) for each category of household. 

Es timates of existing assessment practices were utilized to indicate the 
cx'i.s ting tox for all dwelling uni ts. We then simula tcd the impact of the 
tnx charge under the assumpt ion of a uniform assessment ratio of 25%. 
E!;tim.:i e!.i were made of the chan3e i n hou:>ing costs that would ~ _,ply to 
the various household and <ho1elling unit types following thu tnx jmpost . 
These estim.:ites were then found to be substantially in accord with t he 
r esults of a detailed tax study conducted by the assessor with the use 
of nssessment records. Thus, these data nnd simulation techniques per­
mlttecl us to c:iuce the imp:ict on di.C (erent kinds o( income croups .-ind 
hou!.illlg types .· It also facilitated nn entim..1tc of the new tnx ccncrati.on. 

Proocrt·1 T:lxcs and Urbnn Blight 

The D.:!p:1 r t ::ient cf Housing and Urban Developmen t :t!lked AOL t o determine 
vhether property t.'.l:<cs affect the t'.'.lte of deteriornt Lon of inner city 
hou!ling. AOL interv'lc...,~d 01.1ners o( over 1100 properties in 10 cities 
ncrnss the country t o determine how their inventment deci!lions und re­
hob ll!.tat i on pl:rns nr e a ffected by the property tax . The study reports 
on the t ype of l nnd lort.ls who inves t in city ho11!llnu and .,..hen they nrc 
r.:o!lt dlrectly affected by the property t.-ix. The study nlso s1.gc;ests 
nlter:iot lvc t:ethods for inner city housinr, t axation . 
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Ha~•.:iii' s Excise Ta:c 
I . . 

Arthur D. Little, Inc., was engaged by the St~te of Hawaii to analyze and 
evaluate the ~eneral excise tax withirt the context of Hawaii's tax s t ruc­
ture. We meJ sured its performance against a variety of criteria such as 
equi::; , . ea:{? of administration , responsiveness of yield to econor.lic 
gro· ... n:h and i1.;ipact on industrial development. We developed an input-output 
model of th~ Ha~aiian economy to measur e q~antitatively the econo~ic 
multiplier effect of imposing the general excise tax on certain products. 
We performed a sioplified sensitivity analysis to illustrate how critical 
tha excise tax cay be in investnent decisions, part~cularly as it ~ffects 
cash flow. i Our c.aj or conclusion was that the general e:-:cise tax should 
b~ retained prov:.ded that the business comr:1unity could be substantially 
relieved of' the burden of paying the "retail'' rate on inter-industry 
.purchases. t,·e also m.ade other recoi!'.mendation$ designed to alleviate the 
most discricinatory aspects of the general e:<cise tax. 

Washin-aton Stace Economic ~!odel 

We have developed an econometric model of the Washington Stace economy for 
the ~ashington State Legislature that is now being utilized by the Legisla­
ture to forecast tax revenue. The model was programmed after a period of 
research and analysis aimed at identifying the structure and relationships 
of Washington economy. The n1odel was tested by AOL working with the staff 
of the Legislative Budget Committee. The tests included specific forec3sts 
for 1968-69 and 1970-71. The model was programmed for and is now being run 
on a coraputer owned by the State of Washington. 

New Hnmoshire Cigarette Tax Studv 

For the State of New Hampshire , AOL estimated the amount of sales of 
cigarettes in the state to out-of- state buyers in order to determine what 
ef fcct raising the New Hampshire tobacco tax rnte might have on purch:ising 
patterns. We conducted a consum~r survey of a represent:itive snmple of 
over 1000 households in Massachusetts . We es timated the ~xtent to which 
Mass:ichusetts residents buy cicarettes in New Hampshire, the quantities 
purch;isecl , and the seasonality of purchasing patterns. Knowledge of con­
swner preferences, coupled w:lth a stntisticnl analysis of relevant economic 
and social vnrinblcs, enabled ADL to predict the cf:f:ccts of ch.:tnges in the 
tax rate on cicaret te sales. Tl1e forecast for Fiscal Year 1967 was accurate 
within a maq~in of errol' of two-tenths of one pc1·cent. 
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PUBLIC POLICY PLANNING AND IHPACTS 

Nuclear P"~•er P!.:?.nts -- r.11ide linas for Imnctc t Sta te~ents 

A 1971 decision handed down by a U.S. Circuit Courc of Appeals (~alvert 

Clif:'.s r.oordinating Committee. Inc., et. al. vs . United States Atomic 
Ener~v ~ommissi~n et.al.) stated that the AEC had failed to live up to 
the mandate embodied by NEPA. As a result of this decision, the construc­
tion of the nuclear power planes was slowed and in some cases halted. 

In reconsidering its licensing procedures, the AEC requested ADL to develo? 
guidelines for both the preparation and ana(,:sis of impact statements. A.DL' s 
area of concentration was the impact of the manufacturing operation~ in the 
nuclear fuels cycle, including ore mining and fuel fEhrication and reproces­
sing. The final report analyzed the legal framework within which the 
interests of environmental integrity must be balanced with those of indus­
trial activity and the problems inherent in measuring environment.al costs. 
For~at and approach were reco~imended for applicants preparing impact state­
ments, and guidelines were given for the AEC in discharging its regulatory 
responsibilities under NEPA . 

Environmental Imoacts -- Deoartment of Transoo:tation Projects 

. ADL assisted the U.S. Department of Transportation in responding fully 
and effectively to the mandates of NEPA without interfering unreasonably 
with the achievement of long-range transportation goals. A major part of 
the stt1dy was a state-of-the-art analysis of the problems inherent in 
measuring enviro1·mental impacts, particularly those for which qualitative? 
rather than quantitative evaluations were required. The study defined 
ten cacegories of imp3ct, encompassing the siznificant issues for trans­
portation projects, ranging from impacts on air and water quality to 
impacts on the aesthetic environment. 

Decision-making procedures were recomr.1ended that would interject enviro:1-
mentnl considerations into the planning of transportation nrojects at all 
levels of government. The Office of Environmental and Urbnn Systems, 
wh Leh hns the responsibility for DOT cornpli.:incc with the NEPA , wa s ev;:il­
uatcd i n terms of its role in and the options available for full compliance 
wlth environmental le~i.slacion. 

Enviro11mu nt:1L Dcr.ision-Mnkin 1~ bv Stntcs 

As a follow-up to the previous study for the U.S. Dcp:irtmcnt of Trans­
porta t lon, ADL has been cngagcc.I to examine the degree to whlch st.:ite 
covcrnmi.:?11ts ar¢ prcp;1rcc.J to t::ikc over vDrious responsibilities on cn pitn l 
gr:mt pl'Ojl!cts (sut.:h .:1s hlghw.:iys .:ind ;1irpol'ts) nffcctlng the environment. 
This study is in .111ticipatio11 of possi.blc rcvenuc-shnring problems, 
uni.fl...:d tr.1nsportntio11 trust funJs unrcstrlctcd by modal <lcsi gnntion, nn<l 
Jccl!nt r:1 L lz:ition of acco1111t;:ibl L lty for proj ects of r egional or locnl rather 
than n:ition::i.l si~nif lcnnce. 

ADL st.1ff ncmbers hnvc t:r.'.lvclcd to three st.1tes to obsc : ve how cnviron­
r:tent:1l l mj>nct statc:ncnts .ire prcp3r cd .:ind by whom, what l·ritcria arc used 
in r c \'il!wing and approving them, anJ how bron<l n spcctruno of skills nnd 
di sci?lincs is brought to bl.!ar on envtronrncntal nnnlyscs. Currently, onl! 
s t 3tl.! is being studieJ in Jct:iil to gnu~c c:hc c:<c:cn t to which organization, 
stnifing , budgeting , and ori ent:u: i on nfrcct the qunlitj' of decision :nnking. 
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Arthur D Little, Inc 

···wi.rcnnent.:il Planning Svstem -- Cit\' of Denver, Colorado 

In response to incre3sing loc.:il conce~n for environmental quality, the 
City of Denver became one of the first cities in the United States to 
initiate the designing of a comprehensive environmental planning system. 
In the first part of a two- phase program, AOL was engaged ro develo~ a 
conceptu.:il framework and assist in developing strategies for system 
irnpl.amcnt.:ition. 

Through case studies of selected projects, the environmental decision­
making process was evaluated. In making its recommendations, ADL considered 
the prerequisites for development of the consensus, policies , plans ,· and 
government structures that would ensure decision makjng uniformly con­
sistent: with environmental policy. Among the considerations were ::he 
critical procedure steps in this decisio"-making process, the principal 
actors, th2 r2quiremenc for an environmental data base, the environmental 
.impact statement as a vehicle fo~ decision-making, an<l the problens in 
evaluating dimensions and significance of impacts. 

Natio:tal Corn.-::ission on Water Oualitv - Redonal Assessr;ient Studv 

Recognizing that the new Federal Water Pollution Control Act Aroer:cments of 
1972 (PL 92-500) would have vary~ng inpacts on different geographic regions, 
the National Co::nission on Water Quality commissioned AOL to conduct a 
regional assess~ent study on the San Francisco Bay-Central Valley of Califor­
nia. The purpose of the stud>' w<1s to ascertain, describe , and expl:iin the 
region- specific impacts of achieving or not achieving the goals and require­
ments of PL 92-500. Further, it was to clarify and describe the relation­
ship between the existing social, environmental , and econoraic conditions 
and the types of irapacts engendered by the Act. 

The w ::udy was structured into twc1 ph.:iscs. Phase I focused on developing a 
bnseline profile of the region including the identification of the principal 
issues, problems, and representative subare.:is . Phase II addressed and anal~zed 
the important social, economic, environmental, and institutional changes fron 
the bnseline profile which would occur if specific actions were implemented 
to control or aba te water pollution. 

The study found that there was a period of adjustment of state policies and 
prograns to PL 92-500 which resulted in implementation delays. It identified 
t wo nnjor proble:ns of water quality control: agricultural wastet.:ater and 
urb.:rn runo ff pollutants -- both of \.lhich would require nC\./ progrnras and fund­
ing sources for effective control. It also pointed out thnt , in C3J.iforni.1, 
uatcr qu.:1 licy improvencnts arc hiGhly interrela tcd with r esource uses and 
nchic•1e1:1cn t of greater cooperation in this rel.itionshlp has been stimulated 
by plannlnA and institutional arrnngenents responsive to PL 92-500. 
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Recional Solid ~aste M3na2ement -- Buffalo. New York 

ADL participated with the engineering design firm Camp, Desser, and Nc!Cee 
in a study of regional solid waste management for the State of New York 
and the Erie-Niagara Counties Planning Board. The planning area encompasses 
heavily industrialized communities around Buffalo, New York with a popu­
lation projected to exceed two milli~n ove~ the time span d~ the solid 
waste plan. 

ADL provided technical analysis of industrial wastes and recommendations 
for financing and management of the solid waste program. 'From the many 
financial , regulatory, legislative, administrative, and institutional 
alternatives for system imp.!.ementation, ADL found that a r .edistribution 
of management responsibilities wo1• · J be conducive to effective operation 
and intcrgovernnental coordination of the program. According to this plan, 
r esponsibility for recycling and for use and procurement of r ecycled 
r.iaterials ~ould lie at the bi-county level, with villages, cities, and 
towns responsible for waste storage and collection, and counties over­
seeing <lispos~l operations and transfer , processing, and hauling of 
solid waste. 

Ef f lue~t Guidelines Plastics and Synthetics Industrv 

ADL has recently begun a study for the Environmental Protection Agency to 
deve l op cf fluent limitation guidelines for the plastics and synthetics 
industry. In addition to characterizing the waste stream!l from plants 
in all segments of the industry, AOL is ev::ilunting the control technol­
ogies available to trea t the waste streams and the solid waste pollution 
created by ther.i. Treatment capabilities arc bclng assessed at exemplary 
plants with resp~c t to waste treatment for each industry category. The 
use of substitutQ row mate rials is being explored, as well as the use of 
recirculated solvent systems in place of water systems. 

Condor.1iaiur.is/Coooeratives Studv - Deoartment of Housing and Urban 
De'lelo~ 

for the U.S. Department of llou::ing and Urban Devclopncnt, ADL conducted 
a s tudy leading to new legislation and r egulatory proccdur~s with 
r espect to condor:lir,iumn and cooperatives in the United Stutes. The 
study was mandated by Congress in respons e to proposed legislation to 
fcde rJlly rcguL'lte the construction and sn lc of these two forms of 
mul tl- fomily dwcllin~s. In a comprehensive JO-week c(fot·t, AOL 
rcvic•.-'cd the regulationr., legislntion, nncl litigation in 50 states , 
conductin~ tnt~rvicws with 1200 owners of condominiums and rcprcuentn­
tives of the various industries serving tne contlominlum mnrkct in order 
to determine the efficacy of c:<isting regulntion , state nnd locnl, and 
the nccid for n~t.i policy. The study conccntr.1tccl on the housing dcr.1and 
in sf:.: s:tSi\s ;rnd resulted in projections for overnll hou:d.ng demand in 
specif ic sta t es and the national trend with respect to comlominiur:ls nnd 
cooperatives . 
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California Ener~v Shortage Contingencv Plan 

For the Cal i.forni.a Energy Resources Conserv<ltton and Development Cormnis­
sion, ADL has recently prepared an Energy Shortage Contingency Plan for 
the State . The Plan addresses itself to short- to medium-terr.i energy 
shortages (weeks, months, a year or so; but not hours, days, or several 
years). It is a procedure for dealing with a significant shortage of a 
particular sou "."ce of energy or a simultaneous shortage in several sources 
of energy. The Plan attemps to bring demand for energy into balance with 
supply in a manner which imposes the least burden on society. The sacri­
fices required by the Plan are temporary and necessary to provide a · smooth 
bridge between periods of normal supply. The Plan does not attempt to 
resolve the long-term energy shortage problem; it is not a long-term 
energy resource allocation scheme; and is not intended to substitute for 
or lnterfPt~ wi th the c~p<lhfli.ty nf energy suppli~rs to deal with opera­
tional day-to-day emergency shortages. 

The emphasis of the Plan is on providing for the operation of production 
activities to the fullest extent possible, given the constraint of energy 
shortages. The Plan seeks to protect the operation of essential activities, 
such as public health , safety, and welfare in general during an energy 
shortage . In general , it relies heavily on public cooperation and voluntary 
compliance, and on an open decision-making framework in the expectation 
that an informed public will cooperat~ more fully than will an uninformed 
public. There are, however, provisions for mandatory compliance . An 
appeals procedure is included to grant exemptions to those aggrieved by 
the mandatory provisions of the Plan. 

The Plan requires a rnechaninm for evaluating the extent of an energy short­
age. It also requires tl1e maintenance of reasonably up-to- date energy-use 
information. Las tly, it requires enforcement measures to assure compliance 
with mandato ry provisions. 

North·r1cst En ur:w Policv Project 

The Governors of [cl .:1ho , Oregon, and \foshin3con decided in Spdng 1975 that 
important energy .Lssuos for their states could bes t be nldresscd by a 
comprehcrwivc rcg:lonnl energy study to be undertaken under the direction 
of th\! f'ucific Noi:thwes t Regional Commlnsion. Within the conuniss.lon, the 
ndministrntion of this study was carried out by the Northwest Energy Policy 
Project. For the project, AOL wns one of the contrnctors . Our responsi­
bilities were .for the Energy Shortage Contingency Pl•11rning study module. 

AOL pr.:!pared rccor.unendotions app licnble to the three no'r:thwcst states on 
the clement::; of en!!rgy nhort11ge contingency (l l:ins, data requirements , secs 
of measures <l cs i Rncd to allcvlntc cncruy cmcrccnclcs , llsts of essential 
activities , lcgisla tivc and or3:1n l zational rcqui rcmcnt:1 , ond rccommcnd.1 tions 
on ho\.I co idcntHy nnd measure contingencies nnd implement and enforce plnn 
mcosurcs . 
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FORECASTING AND PROJECTIONS 

ADL is particularly well qualified in the area of forecasting and projec­
tions of economic and demographic factors that shape a region. It has been 
a pioneer in the development of input/output technique, one of the newest 
forecasting tools . A few ADL projects are -described below. 

• For the State of California, our assignment was to prepare an economic 
and demographic forecasting model for use by the California State Develop­
ment Plan. The ADL team developed a l abor force model which will permit 
the state to analyze its manpower needs or surpluses on a statewide and a 
r egional level. The labor force totals wer~ developed by a detailed demo­
graphic forecast of future popul~tion for each year to 1975 by age and sex. 
These detailed population totals were converted into future labor force, 
school-age population, old-age population, etc. Labor force demand was 
estimated by a fine structural analysis of the California economy which 
broke out expo rts, local markets, and inter- industry demand from wage data 
by multiple correlation techniques . The model makes use of modern computer 
techniques which of fer the opportunity of keeping up-to-date material which 
is gathered as part of the routine administrative requirement of state pro­
grams. In this way, it offers an opportunity for a continuously sensitive 
system for testing the repercussions o1 state policies and programs . 

• As part of the Community Renewal Program for the City of Stockton, 
Calif. , financ ed partly through a Housing and Home Finance Agency grant , 
we prepared economic forecasts of income and employment for the Stockton 
economic area . We also identified the major sources of wage and non- wage 
incomes and their relative growth potential. Tl1e prime source of informa­
tion for this study was a questionnaire survey. Because certain business 
enterprises represented a large ft-action of employment in their particular 
sector, personal interviews were also used to acquire the necessary infor­
mat ion. The study suggested that the input/output model provides an accurate 
statement of the linkages existing between business establishments operating 
in the locnl m~1rket and those serving primndly the export m.:n:ket. The 
study also projected future r esidential , commercial, and industrial land 
r cquirc·ments. 

• The Son Francisco Clty Plnnning Commission asked AOL to assist ·in the 
prepnration of. a Community Hencwnl Program, a long- range plan encompassing 
nll the residential , commer ctal , nncl i ndustrinl areos of the city. The 
fundamentol objective of the progrnm was the establishment of a schedule 
for both private lnvestmcnt nnd public :.1ct lons to stimulate the r enewal of 
the city. The program hnd to be one t hat could be modified as time passed 
and conditions chnngeJ. 'l'hc systems concept , in which n mathematical 
model is adapted to electronic computers , wns judged to offer the most 
promise for dc:i ling with the complexi ttcs of nn urb:.rn env'ironmen t. fl}' the 
use of this t echnique, city of(.lclals wlll be in :i position to test in 
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advance the effects of various programs and to select those which achieve 
the desired results. They will also be able to identify key symptomatic 
indicators, or warning signals, which' will alert them to changes in popula­
tion, land use, etc., that call for public action and the revision of plans. 

• For the Planning Commission of the City of New Bedford, Mass,, we 
undertook a study of the economic base of the metropolitan area to determine 
the factors affecting industrial growth, to prepare a forecast of an attain­
able level of future employment, and to forecast future land requirements 
for income-producing activities within the city . The results of this study 
served ~s an input to the preparation of a comprehensive land-use plan. 
Personal interviews and a questionnaire survey provided important data in­
puts on the relationship between New Bedford industry and that in other 
areas . 

• For the Puget Sound Regional Transportation study of Seattle, Wash., 
ADL carried out a program to analyze the sources and levels of economic 
activity in the region, to forecast future levels of economic activity and 
population , and to estimate the amount of land required for development. 
In developing the forecast of future economic activity, we developed a 
modified "economic base-input/output" economic forecasting model . The 
mod el describes the flow of goods and services among the various major in­
dustrial groups within the r egion and, · in turn, the relationships between 
the industries wi t hin the region and the "r.esc: of the world." Of particu­
lar importance in this study was the need to forecast the probable level 
of employment of the Boeing Company since the prospects for this company 
play such an i mportant part in this local economy. The i nput/output ap­
proach made it possible to be tter understand the r elationships which exist 
and the changes which would occur as the employir.1mt at Boeing varied, 

• In the spring of 1962, the Ohio R'iver Division of the U.S. Army Corps 
of Engineers engaged ADL to prepare a SO-year forecast of economic activity 
in the Ohio River Basin as part of the major study of future water require­
ments. The study called for es timates of employment and physical output 
for ind i vi dual manufacturing indus tries and for the major nonmonufocturing 
s ectors of the regional economy. In addition to providing a forecast for 
the Ohio R'iver Basin as a whole, the contract call ed for dividing the 
basin into subareas, delineated roughly along tributary basic boundaries. 
Foreca s ts of economi c activity to the yenr 2010 were r equired for each of 
the subarells. 

• A similar study was comple t ed of the New England region, stntes, lln<l 
substa c:e areas for the New Engl and Division of the U.S . Army Corps of 
Engineers. This study used regress ion analys 'ls as a bnsic me thodological 
framework. The s tudy wa s comple t ed in 1965 and publi~hcd under the U.S. 
Arm)' Corps of Engineers Divlslon, New England, under the title "Proj ective 
Econo::iic Studies of New England." 
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• In 1964 we carried out a preliminary feasibility study on forecasting 
construction costs for the Bureau of Yards and Docks, Department of the 
Navy. Our feasibility study indicateq that by applying statis~ical fore­
cas.ting techniques to labor wage rates and a few basic construction mate­
rials, excellent forecast of the escalation of major cost components could 
be obtained. We estimated that statistical procedures could be developed 
to forecast construction costs, for ~~:f.erent kinds of facilities and for 

l\ different geographic areas , three years i \ to the future with a forecast 
error of less than 2.5%. · 

• For the Florida Development Corporation, ADL conducted a study of the 
state's economic stability and growth and made a lo-year projection of 

• t..• • 

its po'pulation and labor force development. The ADL case team stressed 
Florida's major economic features -- manufacturing, agriculture, and t ourism 
-- but also investigated the area's business climate and .described its 
economic condition in terms of per capita income, employment rates, sources 
of income, t ax revenues, and public services . 

• The Atchison , Topeka & Santa Fe Railway Company retained ADL 
to study future econooic growth and prospects for rail freight in the 
West. Specific objectives of the study , the results of which were pre­
sented before the Interstate Corr.merce Com.mission, were to analyze the 
region.:il economy and forecast economic growth and to analyze the relntion­
shi? bet~een eco~omic activity and the demand for transportation, study 
carrier competition for freight and fo~ecast rail traffic in the West. 

More recently, Arthur D. Litte completed research and prepared testimony 
for the Chicagi and Northwestern-Santa Fe petition for control of the 
Rock Island R~ilroad. In support of the S.:inta Fe ~osition, ~e performed 
an analysis of a!l long-haul truck movements across the region served by 
the railro.:ids. 

Also, we evaluated a development plan for tidewater property in the San 
Fr~ncisco Bay area for the Santa Fe Railroad. 
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Evall!:ltion of Cori'~-r.ercial/Industrfal Acti•1itv in San fra:icisco 

ADL undertook a research and analysis study for the San Francisc.o Depart­
ment of City Planning to (1) analyze the economic structure of San Fran­
cisco and project future employment and land use, (2) estimate the major 
iopacts of the projected trends on the city and its residents, (3) evalua:e 
the desirability and feasibility of public- intervention to alter trends, 
and (4) suggest alternative strategies for the city's commercial and 
industrial areas. 

The study had included two interrelated eleoents: economic analysis and 
land use analysis . Based on these analyses, this study addressed the 
identifiable locational preferences of industries, possible public action 
which might affect locational decisions, and strategies for the major 
cor.::iercial and industrial districts of the city . It included an analysis 
of the city versus the suburb vis- a-vis external and internal economies 
of location and site for industries and dealt extensively with t he impli­
catio~s of city policy for future land-use trends . 

AOL's work was the basis of a Cor.JJerce and Industry elemen t for the Plan­
ning Depart~ent 's Comprehensive Plan, which was being revised and updated. 

Industrial Par~ Feasibilitv Study - City of Salem 

For the City of Salem, Oregon , AOL in 1975 investigated the feasibility of 
developing tha city-owned property loc3ted at McNary Field for industrial 
park use. To accomplish this objective, a land use and marketability anal­
ysis for the 103 . 8 .:icre site was periorr.ieJ by AOL under the guidance of 
the city ' s Community Development Departme?nt. Included in this work w.:ts an 
assessment of economic activity trend s , labor force char.:tcteris t ics , devel­
opment potcnti.:tl , physic.:tl site conditions , and r iverfront relocation 
opp1)r tun lties. As n r esult of this analysis, u mnn.:q~ement plnn for imple­
ment i n~ the r ecommendations w.:is formulated. The pl.:in consider s plnnning 
and cnvironme11t.:tl factors and control me.:isures, fod.lity improvements 
requ lrcd , and associated cost estimates .:tnd mnn:1gement strategics. 

Utili:::a t ion Scud v for D.'.l l l.:ts-Love Field, Te:-:as 

The City of O . .ilt.:ts , responding to growlng dem.:tnds on its nirport focility, 
had dcciJed to cr.:tnsfer its 111.:ijor .:tirport operntions from Love Field to 
the new D;ill.:is - Fort Worth .:iirport by 1973. AUL w.:is responsible for designi:1g 
the cr.:ins(cr system which would take lnto account the imrnedfate chnngcover 
syst i:::n as well ns the long term land us e potent lnl of the 1.ove FielJ focility . 
Usin:; .:i mulcidisc iplln:ir1 tenm of .:t lrport pl:rnncrs , market nn:ilysts , rc.Jl 
estate plnnncr s, urban transportation pl:rnncrs , anJ economic for ecnstcrs , 
,\Of. J es l gne<l :rn ef(ectivc mana~crncnt systc1:1 to strm:turc the initi.:tl pl.,nnlng 
process , takJ n;j into account the inventory of soc i.occonomlc :in<l 1~1 11<1 usa c.l:ic.1 , 
avi:1t:ion trends , fin:rncfal constr:iints , ;ind the icl cntilk.:ttion of speci:Jl 
d "veloprncnt opportunities. I n ;idclition, the ADI. design inltl.:lted thl.! 111.!c e:,;­
s.'.lry ini: cr ir.1 m:rn:iger.ient str.:iter,lcs :imJ prcp:ir~d the (.ln.'.ll dl.!velo j)::ie nt proi;:- .:t r.l 
for th~ f uturl.! use o( the Lovl.! Field flite. Throuc hout the pbnning pro cess , 
the AOL <l csi1:n took into :i ccoun t the li:ipo r t:rncc of (or::iul:iting policies nnd 
pro.; r.:t::1s whlch ...-ere technlcully s ound :is we ll ns politic.illy sensitive anJ 
socinlly respons ive . 



I 
I 

' 
' 
' I 
'· { 
,_ 

I 
I • 

I 
I 

'· 
' I 
I 

I 
I 

' 

Industrial Parks Develoornent 

For Lincoln , Nebrask.:i; Colu!!lbfa, South Carolina; Tar:opa , Florida; Albuquer­
que, ~ew Mexico, we established the feasibility of and prepared overall 
pl3~S for the development of industrial parks. Included in these projects 
were the preparation of cost esticatcs and restricted covenants, the 
develo?~ent of a recommended method of oper ation , the identi ficat ion of 
the type of tenants most likely and suitable to occupy the parks, and a 
flexible ~and use plan consistent with the types of potential tenants 
identified. 

Case-Wes tern Reserve 

Case-Western Reserve , in partnership with several other institutions i n 
Clevel~nd ' s University Circle, asked ADL to determine the feasibility of 
establishing a "research park" on land abutting the schoo l in order to 
establi3h a closer relationship bet~een industry and the faculty and lab­
or~tory resources of the institutions of higher learning . I n carrying 
out this related study, it was necessary to pinpoint the links bet~een 
func~~ental and applied research and to determine the desire of industry 
for physical proxi~i ty to centers of highe r education. 

A Publiclv Ot•ned Industri.'.ll Park at JFK Airport 

AOL was asked by the newly for~ed Public Development Corporation (POC) in 
New York to investigate the potential of a 100- ac r e trac t adjacent to 
~cnnedy Airport for airport-related industries-- pnrticularly air freight . 
The key questions asked of the AOL teaa ~ere: 

• Who arc the potentia l users of the site? 

• What ~n:e the requirements of these users ? 

• What arc the physical development problems? 

• Wha t is the best l;iyout? 

• Wha t nre the costs nnd benefits ? 

• Wh.:i t role shou ld PDC play in the development? 

The Parque Indus tri<il de Nog.1lcs, S.,\, (PINSA) is loc:lteJ !louth of Tucson, 
/\rJ :!ona In ;ioc.iles , Mexlco. In 1968 , ADI. \.J '1S employed by the U.S. cfovclopcr 
on a fiv e-year cont r:t c:t to .:.tS!iist .in crentin& the pnrk, starting "11th the 
r.i•..,1 lnnu a11d ca rr;·ing through in nll .1npects . Currently, PUlS,\ ls in 
r.uccer.s fu l ope rntlon with m.in/ prir.ic U.S. compnnicn producing t here und er 
the 11 'l''.1in Pl..111t 11 conccpc: o( the ~l11:dcan Border Progrnrn It 1n:itchcs the 
highes t r.t::rnd ~1rds o f de!; l gn and op1H.1tion:1 l perfor.:i.:rncc, comp.1r;"tble to th~ 
b..:st parks in the Unii:od St.'.ll:cs. 
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Arthur D Little, Inc 

Conference on rndustrial Parks 

Arthur D. Little, Inc., and the New Hampshire State Planning and Development 
Commision's Industrial Division sponosred a conference on industrial parks 
held at Darer.touch Col lege . The obj ectives of this two- day conference were 
to define the tern, "Industrial Park," identify the advantages and disadvan­
tages of industrial park locations , and to examine major economic and govern­
mental issues ariisng from industry 's movement to suburban locations from 
urban industrial centers. Conferees were drawn from the fields of consult ing , 
~overnment, industry, real esta te , and transportation. A major contribution 
of this conference was its delinea tion of issues--particularly those urgently 
in need of research, study and act ion. 

St. Louis 

For the St . Louis Metropolitan Chamber of Commerce, Industrfol Park Corpor­
ation, Arthur D. Little , Inc., assessed the feasibility ~ fan industrial 
develo pment project in Columbia Bot t oms . This proj ect involved the devel­
opment of 2700 salable acres of indust rial land in Columbia Bottoms. 

Nebra ska Chamber Industrial Develo pment Corporation 

For th<! Lincoln, Nebraska , Char.tber Indust r ial Development Corporation, and 
for the Columbia, South Carolina, Chamber of Commerce, Arthur D. Lit tle , Inc., 
ass i sted in the ovcr:ill plans fo r the development of indu s trial parks . Through 
int erviews witl1 business leaders , indus trial managers , bankers, government 
offic inls , railroad representatives , and indus trial r caltors , and examina tion 
of pertinent economic da t n, we were oble co develop a comprehens ive ma s ter 
phys ical plan cons l s cent with the types of potential tennnts ldcntified . 
(ncluJed ln these proj ec t s was the preparation of cost estimates and r es tricted 
coven;rncs t1 11<l thu devel opment of recommended methods of operntion . Our indus­
trial park projects hnvc also extended into the a reas of management orgoniza­
clon, promo tion, i ns cnllation of facilities and utilities, landscape and 
arcititl!c turul plJn11lng . 

l1011s ton F'nrms 

f'o r the llous con F'1rm ~ Development Comp:rny, Arthur D. Little, Inc ., wo s 
osl<.cd to prepare n fl •xlbl l! lnnd-u uc p l ~rn under whlch llous ton Forms could 
dl 9pose of or use n eruct of lnnd of npprox lrnnccl y 40,000 nc rcs it owns in 
Gnlvl'ti ton ~1n<l nrnzo r1 :1 Count ! cs , Texns . Thi s l u n1l wn s determined t o ha 
su ltob I c pr .lmn ri Ly for lndu r. t r Lnl 11 ~:c , but :q; r Lc 11lturnl, tnJ11s tdul-rcs LJan­
t !:1 l, comrnl!t'c lnl, and lns t lt11tlo11.1J t1 !i l! 111.>t111tl:lls were n l so r et:o t;nl~cd. 
The 1.11\ll-11:10 pla n prepnrcd by i\rthur I>. Lit tle , rnc. , nnd lts guld i 113 crit eria 
Wt.! l'c ba ned on the r 1.•c\lJ.;l\Jtl on thnt flil L dcvi.!lopmont llC the l:rnJ mny l' Cqulrc 
up to JO )'1•:tr !L w,, cook lnto ncconnt tlw il cmon~trntcil 13 rowth lo 'l' l! irns . 

t-1h k h h:t::J oft cl\ been more mp id th:\I\ fo r l!cast. 
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Arthur D Little. Inc 

Tamoa Chamber of Commerce 

For the Greater Tampa Chamber of Corn.~erce, Arthur D. Little , Inc., devised 
a plan of development for 1000 acres of industrial property. We conducted 
an economic/industrial survey of the Tampa area and the whole of Florida to 
determine labor suppl y and wage levels, the tax structure, the transporta­
t ion system, and the characteristics of the local markets for industrial 
and consumer products. Our recommendation of target industries was based 
upon this survey and also upon our evaluation of the kinds of industries 
which are best suited to such a park development. In addition , we recom­
mended restrictive covenants on land use to ensure a park- like at mosphere 
and the control of such nuisances as smoke , gas, noise and vibra t ions . We 
developed a scheme of management for the park during its period of con­
struction and thereafter . And cost outlines were outlined for such 
necessities as park roadways and entrances , sewarage pipes, drainage syste~s, 
systems , l ightin& and o ther utilities, and common landscape areas . 

Albuoue roue's I~~uscrial Park 

ADL recently co~pleced a study for the Albuquerque Industrial Develop~ent 
Service, Inc~, and the Industrial Foundation of Albuque rque , Inc., to 
(a) assist the Friden Division of the Singer Company i n selecting a sit~ 
ln the proposed industrial park, and (b) pl an for the total development 
of t hn .in<lu s ~rfal pork. The lnttcr objective included dete rmining indus­
tries and companies likely co locate in the pork, recommending managemen t 
and controls for the park , and planning for physical developmenr: . 

Indonesian Industrial Park 

Wi th Wes tinghouse Electric Corporntion AOL conducted a mnrkcting fcnsib­
illcy study for the proponcd Pula Cndung lndu9trial Estate outside 
Dj ukarca. This study vas n pnrc of a larsl!r one ·..1hich was :iimed nt 
obcalnin ;:; (1) the pnri:icip.:ition of c1'c Covcrnmcnt o( Indonesia ns n pnrc­
ncr ln the Indus trial Est.'lte and (2) a subst:rncl:il loon from the \forld 
ll:ink. 

Reu:;e An.1t·1r,b o( .1u:r-: Site ln Souchc:.-n CnlHornia 

\H eh the planned U.S. Deparcrncnc of Dl!C 11nse dcacciv;icion of .1 ~l!\c missile 
bane lyl:i~ ~itl1in its boundnrics , the newly incorporated City o( Rn~cho P~los 
Verdes .H;ked ADL to c..lecerr.1inc throush n study the bc~;c non::iilitary use for 
t he site. llec.1uac the Pulo:; Verdes Peninr.ula is a desirnblc rcsld~nt lal area , 
th o.! ::;cud/ con:li.dercd housing nnd population trendr. .icd their relation co thl! 
clt:1' :; Gc:icral Plan. The dcr.ia nd (or rctnU ;rnJ/or cor..::lc rci.'11 usc!i \>'OS al so 
11n..il:;:cd , 11s i.-crc !iuc h potential public u i::c:1 of the i;Lcc as govern::;ent.:il or 
educac lonal ad~inlatrntlva offices , au<lltorium and multi- purpose nccivity 
center, po!lt offlce, fire stntion , :11~d rccrcntion nnd opcn space . AUt' s 
nr.'11 :.;nr.:anc alno lncludcd devc toplng a r.pcclfi.c t1ltc plan rclntini:; to the r.:os t 
pror:: L:l! :-:t, use:J, and prcj'>arln~ on cnvironr::cnt.ll :1:rnc:; sr.:cnt . 
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Oil Companv 

A large oil coillpany interested in es~ablishing data-processing facilities 
asked Arthur D. Little, Inc., to assist in determining the number of cen­
ters it should have, how large they should be, where they should be loca­
ted, and what their estimated costs would be. An ADL team composed of 
specialists in nanagement information systems, equipment design and lay­
out, site location, and regional economics analyzed the company ' s data­
processing requirements. Their analysis indicated that all credit-card 
and general accounting 'activities should be consolidated into two centers, 
one in the East, and one in the Midwest . The team evaluated potential 
locations in these regions, considering specialized labor requirements, 
operating costs, and building requirements, and then recommended equip­
ment and layouts for each installation. 

Wholesale Suoolv House 

A large Boston wholesale supply house handling electrical and refrigeration 
equipment requested Arthur D. Little, Inc. 's assistance in relocating the 
firm's facilities within the greater Boston area. Considered as necessary 
by the client in the relocating process were such factors as nearness to 
custoncr work areas , ease of transportation both to and from facilities, 
room for expansion , and proximity to pertinent growth areas in greater 
Boston. ADL was successful in relocating the firm in an area that maximized 
the requirements desired by the client. 

Commercial Aircraft ~lanufacturer 

For one of the nation's three larges t manufacturers of conunercial aircraft , 
Arthur D. Little, Inc., was asked to assume responsibility for a crash pro­
gram of site selectJon to locate three ;1lants needed to manufacture airframe 
sub-assemblies for a m~jor new aircraL: type. In addition to specifying 
full y developed sites to minimize delays in plant construction , the manu­
facturer r equ ired special rail clear:rnces between the site and the home 
pl::int to per'mit shipment of ou tsiz ed ni:;semblics. AOL was sur:cessful in 
locating thr e<? si tes which met these specifications 'and three pbnts are 
n >w under construction. 

Pharr.1:tceutlc:tl Cornp.1ny 

A nat Lonwide manuf:tcturer of pha rmnceut.Lcnls nppro:tcl•ed Arthur D. Little , 
Inc., fo r usutstancc in locn tlng o centralized faclli ~ y to be used for 
coast-to-coast mail distributlon of it s products. In addition to requiring 
a fir s t-class site , a r end 1ly available labor force, and an attr;1ctivc 
comr.l11nity envi.ronment, the cllent sought a loca tion whlch would mLn.imize 
dcln>' in the recciv in~ of mall urders nnd in the return s h lpment of smnll 
pnrcc l s t o its cus t omer s . Location 1n a major tr:insportnt Lon hub wns in-
d k:itl1d, yet Lt wns ncccssn ry to avoid the conges tion of n very laq;c city. 
Throui:;h 11n nnnlys ls of post.11 d Lspatc h Lng procedures , Lt was possible to 
locnte n mld\.lest clty oCfcrlng an idea l combin::itlon of airm:til ;rnd parcel 
poi:;t routes. 
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Retail Store Location 

We have co~plated five studies for an expanding retail chain in San Francisco. 
We assessed the advisability of specific sites that were considered for new 
location and also sugg~sted optimum patterns of location for major urban 
areas which the retailer intends to penetrate. We utilized survey techniques 
to identify the kinds of consumer most likely to shop at the client's stores. 
We also investigated geographical patterns of preference or attitude of those 
potential consu~ers . 

We then estinated the sales that would be obtainable at alternative sltes 
and evaluated factors crucial to the selection of retail locations . In 
addition to suggested locational patterns that will be most beneficial to 
sales, we were concerned with the long-run effect of the firm's association 
with alternative ~roups of other stores on the company's long-~ange competi­
tive strength and consuner image. 

Maior Fi~ancial Institution - Site Sele:tion and Develoomen t Alter~ative~ 

We were requested to develop and comprehensively evaluate severdl site 
selection and development alternatives. A branch office was to be located 
in Southern California, and the executives of the organization wer.e un­
certain as to how best to plan for its facilities. The alternatlves in­
cluded several different sites in the same city, and different possible 
sizes, types, and arrange~ents of structures on each site. After the 
reasonable range of alternatives was established, operations research 
techniques were used to systematically rate the costs and benefits of 
each. Criteria considered included convenience , prestige loc~tion, 
buildi11g economy, traffic generntion , land cost, and financing opportunities. 

A New Bankin2 Facilitv in Texas 

For a major bank in Texas, ADL annlyzed facilities requirements in 
prc?a ration for a move to a new headquarters building . This included 
analys ts of growth patterns by various e lements of banking activity , 
innovations within the banking i ndustry that will gener.:ite chans cs in 
f acility requirements , appropriate detailed space standards for banking 
per s onnel, interrelationships within the bank, and the space " envelope" 
tha t would house the bank efficiently and productively. The growth 
analysis required a consideration of regional as well as local banking 
trends . The department relationship nnulysis was designed to incrcas11 
productivit/ through npproprfate groupings . An important pnrt of the 
work, oriented toward insuring future flexibility , was the invcntoryins 
of s pa\!c under short-term leases ;it appropriate places in the banking 
fncil l ty. We also performed the necessary financial analysis to insure 
that the honk ' s facility requirement :rnd capi.t:tl investment would be 
int.:!g r:it c<l wilh , a nJ :rnppor t cd by, u maj or prOtjrDlll of tenant office 
sp:ice . 
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KENNETH A. JENSEN . 

}Ir. Jensen is a senior staff member with extensive experience in govern­
mental systems analysis, forecasting and economic model building for 
problem solving in the public sector . 

In the past 10 years wi~h ADL, Mr. Jensen has participated, frequently 
as project director, in studies that have included analyses of potential 
for economic development, housing economics, budget analyses, asse5s­
ments of public service delivery systems, socioeconomic forecasting, 
and development of macro- economic models. 

He recently had responsibility for an assessment of the probable economic 
impacts of Public Law 92-500 (the Clean Air Act) on industrial, municipal, 
and utility activities in the San Francisco Bay- Central Valley region 
of California for the National Commission on Water Quality . Important 
aspects were the likely impacts on power generation facilities in the 
area and possible power plant siting proble~s. An inter-industry model 
of the California economy was usel to determine the direct and indirect 
impacts. 

For the City of Rancho Palos Verdes, California, he analyzed the potential 
future uses of a federal NIKE site and the economic and environmental 
impacts of alternative uses. 

He was the project direc tor of a study which assessed the impact on Kitsap 
County, Washi ngton, of the proposed Trident submarine installation at 
Bangor Annex. By examining four alternative pa tterns of urban growth 
that might occur over the next 20 years, publ ic costs and revenues wer e 
developed for each alternative to provide public decision makers with a 
r ange of public costs likely to be encountered in accommodating growth. 
Included in this ana l ysis was the development of a hous i ng demand model 
by income class. 

He was also p0

roj ect di r ecto r of a study for Sa n Diego, Ca lifornia , 
de t ermining the economic, environmental, and public cos ts associated 
~ith tourism activity. Based on es timates of volume nncl types of tourists, 
as well as their expenditure pat t erns , direct ond indirect imrocts on 
the r egional , state, ~md U.S. economy were de t ermi ned bnsed on an input­
output model. 

He hos analyzed the lmpncts of a proposed redevelopment proj~c t i n 
downtown San Francisco and a proposed res !dcntJal / commcrciol complex 
r.ear Snn Francisco . lie \J<lS nlso in day-to-day clrnrge of a pro.} c ct 
de termini ng the env ironmental impact of the proposed Palmdale ln tc r­
nntional Airport near Los AnRcle~. 
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KENNETH A. JENSEN (Continued) 

Earlier Mr. Jensen was employed as a systems engineer with the Aerojet­
General Corporation in Sacramento . His work involved him in long-range 
planning and systems analysis for the company . 

In 1965 and 1966, he was a r esearch assistant at the Center for Real 
Estate and Urban Economics of the University of California while 
completing his M.B.A. degr ee in operations research and econometrics. 
This work i nvolved him i n a study for the Housing and Home Finance 
Aeency in which long-range forecasts of land use, employment , and 
population were made for the nine-county San Francisco Bay Area. An 
important part of this study was the development of an industrial 
l ocation model which evaluated alternative sities for various indus~ 
trial activities. 

Mr. Jensen has written several articles on forecasting, including "An 
Approach to Forecasting Ta:< Revenue 1

11 which appeared in the fall L969 
Journal of the Western RegioPal Science Association. Most recently, 
along with Paul Isaki , Associate Direc to r of the Central Puget Sound 
Ec.:onomic Development District, and John Horsley, Trident Coordinator 
for Kitsap County, he delivered a paper on Trident secondary community 
impacts to the Tenth Annu:1l Pacific North\"cst Regional Economic 
Conference. 

Mr. Jensen r eceived his B. S. degree in mechanical engineering (nuclear 
option) from Arizona State University and an M.B .A. degree from the 
University of California nt Berkeley, wiLh specin l l:ntion tn operations 
research and regional economics . H<. lws done addition:.:il post3radunte 
work in ec<>nometrics at M:rnsochuse tts [nst ltutc of Technology. lie ls 
a member of the Regional Science Associo tion , the Operations Resea rch 
Society of Amedeo , the Institute o( Monag1!ment Sciences , and the 
American Economics Association. 



I 
I 

' 
' I 
~ 

' 
' '· I 

' 
' 
' I 

I 

I 

VINCE P. FICCAGLIA 

Mr. Ficcaglia is a senior staff economist concentrating in the areas of 
regional economic development , industrial economics, and econor.tic fore­
casting. For five years, he was manager of AOL's economic analysis and 
forecasting center w~ich monitored and prepared assessments of the per­
for~ance of the U. S. economy and over 200 individual industries. As a 
result, he has gained a broad understanding of the market and locational 
factors important to various industries. 

His experience directly related to the proposed study includes: 

o For the Conunonwealth of Massachusetts, Mr. Ficcaglia was 
responsible for the preparation of business development strategy 
aimed at attracting threE? selected industries to the state. 
As part of this effort, he analyzed the growth potentia l, 
location requirements, and other characteristics of the computer 
periphe ra ls, biomedical instrumentation , and pollution control 
equipment industries. Based upon a review of the Commonwealth's 
infrastructure , r esources, and existing business developmen t 
progra ms , Hr. Ficcaglia prepared a series of action steps to be 
implemented by the Commonwealth i n its attempt to attract such 
industries to the state . 

o In a related case effort for the Conunonwe:ilth o: Massachusetts 
Mr. Ficcaglia was part of :in AOL te:im cha rged with assessing the 
quality of life in the Commonwealth in comparison to other sea t es . 
lie wns responsible for the development of the methodological 
approach used in the study, the selection of comparative states, 
and the development of the. criteria upon which the quality- of-life 
assessment and measurement was conducted. 

o For a group of East Coast banki ng and financial executives 
concerned with indust r ial development and location, Mr. Ficcnglia 
proviJcd a compa rat ive evaluation of several urban nrens . As part 
of this assignment, he was responsible for i dcnt :lfying att i tudes 
nnd irnp rcsslons held by business decision makers of various urbn11 
centers. Mr. Flccngliu was then charged with nssess ing these 
i mpressions .:rnd util.L:dng objective lnformntion to determine their 
validit y. As a result, the study did substnntintc some of the 
.1tt Ltudus which business decision makers had re(\:.ircl i ng these urb.:in 
:Hens; nt the same t.Lme, it clearly lllust1:atcd tlwt others we re false. 

o Fo r mn11y cll.cnts over the ye.:irs , Mr. Flccnglla has prepared 
lrnsclinc .cconond.c pro(.Llcs <ind long-term outlook projel.!tlo11s of 
m11ny or •ns of the Unlted St.:itcs. These a reas hnve i nclud1.1d most 
of t hl.! 50 st;1tes, mn.1or SMSA's, nnd 11 llmlted number of coun ties . 
i\s p.1rt o( these reviews , much rcsenrch was directed to gainlng 11 

clc:.ir ttnde rst:inding of the maj ot· dctcrmln:.ints of growth within nn 
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VINCE P. FICCAGLIA (Cont.) 

area and changes occurring that.would alter historical trends. 
At present, he is directing such an effort concerned with 
several municipalities and counties in the States of Ohio and 
Pennsylvania. · 

Mr . Ficcaglia, a graduate of Brandeis University, received his B. A. degree 
in economics in 1968 . He obtained an M.A. degree in economics in 1970 
from Boston College , where he is currently a candidate for the Ph. D. 
While at Boston College , Mr. Ficcaglia held a teaching fellowship fo r 
three years. At present, he is also Professor of Economics in the 
Arthur D. Little Management Education Institute which offers a program 
of study leading to a master of science degree in management . 
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BRIA .. ~ J. LWNG 

Mr. Layng is a senior consultant in AOL ' s San Francisco office. During 
his eight years with AOL, he has concentrated on problems in consumer 
marketing, rAtailing, , and corporate planning. His experience includes 
utilizin8 tradi tional market research techniques to develop essential 
infornation upon which corporate strategies and product strategies can 
be based. Nr. Layng has been particularly interested in creating techniques 
whereby critical market . information can be developed and integrated in the 
planning process on an ongoing basis. He has participated in several seminars 
and presentations to major U.S. companies and overseas affiliates instructing 
the participants on methods and ~pproaches to the corporate planning process. 

In the consumer products area, Hr. Layng has led and participated in several 
assignraents for major corporations in which both corporate and business 
strategies have been identified, developed, and successfully i mplemented . 
He has worked closely with chief executive officers, vice presidents, and 
planning staffs in the installation of planning systems, and in the develop­
ment of plans. He has focused on the development of business strategies for 
diversified corporations operating in a wide variet y of markets under dif­
ferent condi t ions. Specific strategies have included product diversification. 
acquisi tions, efficiency improvements, and divestiture. 

In the area of market research and marketing strategy , Mr . Layng has con­
siderable experience in designing and structuring market research projects 
which include the defining of research objectives, selec tion of survey 
instruments and sampling techniques, and the translation of the r esults 
onto specific marketing programs and strategies. He has been r esponsible 
for several assignments in \,·hich clients were entering new markets (both 
domestic anJ international) with existing products and services which 
required de t ai led evaluations of buyer behavior, competitive condi tions in 
the market, and key factors for success . 

His specific industry and marketing expertise includes general merchandise 
retaili ng, petroleum marketing, food and beverage distribut ion, fore s t 
products markets, the travel ln<lustry (airlines and shipping), the auto mobile 
induscry , and Einnncial services . 

Mr. L;iyng hns been a member of AOL' s San Francis co office for four y e'"1rs 
a f t e r s pe nding four years in Cmnbl'idge headquarters . llin c~:pedencc i n 
corpor.:itc planning ussignments and hls fomiliurity with the staff r esources 
in AOL' s ~lanngcmen t Counselling Gro 1p ennbles him to be an cf fee tive case 
t eam member for ass i gnmcn t s that arc for Wes t Co;1 s t clients tho t rcq11 Lt·c 
profcs s .lonnl foput from seve ral ADL groJps .111d offices . · 

Ucfor e j oin i ng the s t a ff of AOL, ~:r . Layng spent several yea rs wl.th ;rn 
1ntcrn,:t i.on.:il oil compa ny where he was invn)vcd i. n w1ri.ous marke ting :ind 
plannJnn assignme nts . 

Mr. L1ync r eceived a 13 .A. degree in gove rnment ond econom i cs from La f nyectc 
Coll~sc nnd :.in ~t.B .. \. degr ee from Col11111bfo Business School in marke tin g and 
inter na tional business. 
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DONALD TATZU! 

Mr. Tatzin specializes in urban economics and public policy planning and 
evaluation. He has been associated with AOL as a consultant since 1972 
and is currently a member of the San Francisco office. 

He is currently involved in a study for the Department of Ecology in the 
State of Washington where he is measuring the different economic impacts 
of alternative scenario~ for handling Alaskan crude oil in Washington. 
His responsibilities include developing an assessment procedure and measur­
ing the impact of several development scenarios on local economies. The 
Department is part:ir'llarly concerned with the growth-inducing implications 
of further direct s 1 ctor development, and AOL will estimata the population 
growth which will occur in these areas because of oil-related activities. 

Participating in a study for the State of Maine which provided new directions 
for the development and promotion of the tourism industry , he developed a 
technique that estimates the cost to both state and loca l governments of 
providing services to tourists. For the City of San Diego he helped to pro­
vide information the city could use to determine the proper level of tourism 
it should attract, given its concerns about the future growth of the com­
munity. His work included the assessment of the growth-inducing aspects of 
the tourism industry. 

For Kitsap County, Washington, Mr. Tatzin prepared the initial design of a 
model which forecast the amount of housing to be demanded by migrants to a 
new defense base. The model considered several types of alternative supply 
responses and evaluated the differences in costs of several different develop­
ment plans. The county was particularly interested in the growth :lmplice.­
tions of the new base and AOL's work included an assessment of the growth­
inducing effects of the base. 

Prior to joining AOL, Mr. Tatzin worked for the Massachusetts Office of 
Planning and Program Coordination where he helped to design and conduct a 
study that looked at the economic feasibility of regionalizing water and 
sewerage ser~ices. His work included defining and applying measured of 
quality for several urban services. He has helped a Florida county design 
new industrial promotion programs, completed a conununity facilities study, 
and evaluated the potential and impact of tourism. 

Mr. Tatzin is a graduate of the Massachusetts Institute of Technology where 
he received ~ master's degree in city planning with specialization in urban 
economics and public policy planning. He also received B.S. degrees in 
both urban studies and planning and economics from MIT. lie was awarded a 
Rotary Foundation Graduate Fellowship which he used to obtain a master's 
degree in economics from the Australia National University. 
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PROFESSIONAL SERVICES CONTRACT 

This contract, ef fectlve as of the day of 
~~~~~~~~~ 

1977, between the STATE OF ALASKA, DEPARTMgNT OF REVENUE, TREASURY DIVISION 

(hereinafter called the STATE) , and ARTHUR D. LITTLE & CO. , (hereinafter 

called the CONTRACTOR), 

WI.TNESSETH THAT: 

WHEREAS , the STATE requires professional contractual services in 

connection wi th the Al aska Permanent Fund; and 

WHEREAS, che CONTRACTOR is willing t o undertake the performance of this 

contract under the terms of t:his contract; and 

WllEREAS, the Comrnission<!r of Revenue may, pursuant to AS 37 .10.070(g) 

enter into contracts for professional ~ervices; 

NOW THEREFORE, the parties hereto agree as follows : 

ARTICLE I . 

SERVlCES TO BE PERFORMED 

The CONTRACTOR shall provide for the Department of Revenue such papers 

and information deemed necessary: 

A. SECTORAl, ANALYSIS 

At leas t in concept, the creation of the Permanent Fund, with its ability 

to supplement and complement the exist ing commercial banking activity in 

Al~sk~ with the capacity to proviJ~ luu~-turm loan~ andior equity participa­

tion on development basis, could well b~ an important mechanism for diversifying 

the economy and providing for greater utilization of Alaska ' s resources 

within Alaska. 

One way of establishing a mechanism for budgeting and allocating scarce 

investment resources among alternative opportunlties i s to prepare n sectoral 

analysis of the Alaska economy to identify those sectors, industrieu, or 

portions of econoruic activity tha t appear t o have the greatest payof f in the 

long run for Alaska in terms of diversification, income distribution, and t he 

various other economic goals the state might develop. This sec t oral analysis 

would provide an overview of the economy , linking both the exis t ing sectors 

and those that might exist in the future to the overall markets within the 
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U.S. and the international economi~s, the economies of. the 

Pacific Rim. B" focusing investments in those sectors of the Alaska economy 

that are likel~ to have long-term markets and meet state economic goals, it is 

most likely that those investments will prrvide long-term gain for the Alaskan 

economy. 

Referring again to the proposed legislation to establish the Permanent 

Fund, "~ectoral analysis" has been identified as one important means for the 

Fund to identify sound investment projects. Included in the section "Duties 

of the Polic~ Board" is an element relating to the annual review and approval 

of long-range operating plans based on sectoral analysis of the Alaskan economy. 

Further, in the section entitled "Operational Principles, " various 

guidelines are provided for in the operation of the proposed public corporation. 

l n addition to establishing the "prudent person rule of investment," this 

section requires that the particular project or investment being considered be 

able to; stand on its own in terms of financial productivity. Should the 
I 

I 
Permanent Fund have before it a case requiring a subsidy , this must be expli-

1 

citly identified and the Legislature must provide for the subsidy component of 
I 

1auch an, investmcnt out of General Fund revenues. 

I 

The same section states .fut'ther that the corporation will make investment 
I 

I 
·decisions with regard to "economic and other considerations including cons id-

1 
eration jof employment, income distribution, environment, health. social, and 

-other £actors. The corporation shall be sensitive to the views of the affected 
l 

jlocal community and shall include an analysis of those views and proposals for 

_large investments ." 

·Thu•. throughout the draft legislation, the need for the application of 

!economic analysis to proposed investments of the Permanent Fund is clearly 

:identified. 

:Thi• proposal addresses itself to the establishment of a structure or 

·(ramevork against which projects requesting assistance from the Permanent Fund 

can be- evaluated so that a ranking and prioritizing of projects can be achieved. 

The net , reault becomes o~e of maximizing the productivity of the investments 
I 

~e byl the Permanent Fund for economic development purposes. 
I 

STATE OP TIIE ALASKAN ECONOMY 
i 
I 

Alaska and its surrounding ocean areas are currently viewed as the 

j fuited States' greatest reservoir of energy resources required for ~o~rgy 
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in the critica~ ~eriod The question this: Will 

Alaska conLinue to provide the resources but not necessarily the translation 

of this resource base into increased levels of economic activity through 

vertical integration. The ' Alaskan economy is at a watershed . In general, the 

potential exists for increased economic activity at. some sustainable level. 

What direction will future investments in the Alaskan economy take? Will they 

be a continuation of current and historical resource extraction investments 

resulting in cycles of high economic activity followed by a state recession 

when the resource is exhausted, or will Alaska participate in the further 

utilization of these' resources? 

To place in perspective the role of economic development and, in particular, 

the purpose of a sectoral analysis providing a structured framework for invest-

ment decisions by the Permanent Fund, it is useful to briefly examine the 

overall Alaskan economy and its components. 

The relative thinness of the Alaskan economy reflects the fact that so 

I 
much of the consumer goods as well as a good portion of the industrial require-

ments are , imported, indicating tremendous leakage of Alaskan income to the 

lower 48 and elsewhere. Recently in Alaska, the distribution of wage and 

salary employment , a measure of economic activity, has been roughly in the 

following proportions (this excludes self-employed workers, which exclusion 

would tend to understate, among other things, the fishing component of the 

Alaskan economy): 

Mining (including oil and gas extraction) 3% 

Contract construction 17% 

Manufacturing 5% 

Transportation, conanunication, public utilities 10% 

Trade 16% 

Finance, insurance, and real estate 5% 

Services 16% 

Government 29% 

The above figures indicate the dependence of the economy on government -

federal, state, and local. Contract construction repre~enting 17% of recent 

total wage and salary employment is obviously distorted because of pipeline 

construction and related activities. Mining, even inc~cding oil and gas 

activity, provides only a modest proportion of the wage and salary employment 
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I 

even pipeline 

important to increasing the amount of income retained within the Alaskan · 

economy remain small. In fact, in the period from 1970-1975 manufacturing 
' r 

employment :act~ally grew very modestly and stands at no more than 
I 

primarily in fish processing and forest _ product activities. 

Excluding government employment, the Alaskan economy relies in greater or 

lesser amount on the following activities: 

Mineral exploration, development, and production, including fuels and 

metallic and nonmetallic materials. Here the possibility exists for expansion 

in a number of areas. It appears that the coal potential along with petroleum 

natural gas can provide an ongoing thrust to economic activity. 

Fisheries. With the passage of Public Law 94-264 extending the U.S. 

Conservation and Management zone to 200 nautical miles, fishing is still in 

a period of flux. It can be anticipated that at leas t some portion of the 

yield of groundfish currently going to Russian and Japanese ships, will go 
I 
I 

to Alaska either through actual participation in the fishing or some payment 
I 

t 
mechanism. In addition, the traditional catches of the Alaskan fishing 

I 
industry - salmon, king crab, snow crab, shrimp, and halibut - will continue 

I 
to provide a basis for possible expansion of this sector. 

for 

the 

I 
I 

Forest products. This sector, in which the current demand is primarily 
I 
I 

pulp for both the lower 48 as well as Japan, reflects the sensitivity of 

indj strialized economies to materials competition. With the recent rise 

I 
in oil prices, P.ulp has been substituted to some extent for petroleu:u-based 

fiber . The balance to be struck in the forest products industry in the future 

is unknown. 

Tourism. Certainly in large measure a renewable resource, tourism has 

emerged recently as an important component of the Alaskan economy. Because 

its impact covers numerous sectors in a typical economy, it is difficult to 

measure . Whatever the combination of cruise ship, highway, ferry, liner, plane, 

and motor coach modes of travel, tour·ism will ·continue to grow over the next 
. 

10 years!. Ways of insuring maximum returns to Alaska of tourism activity are 
I 

still to! be determined. 
I 

Agr;tculture. - .- A~riculture - mainly eggs ! potatoes: and mi lk - prnvirlP ~ 
1 

modest cpntribution to Alaska's domestic needs . Similarly, truck farming sur-

rounding the urban areas meets a mod~st part of the increasing demand in the 
I 

I 
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urban population. Importation of food products from the lower 48 continues to 

be an important "leakage" out of the economy, and it can be anticipated that 

opportunities in this sector will emerge over time. 

PURPOSE, SCOPE, AND APPROACH 

As a beginnin6 point for the ongoing economtc analysis that will be 

required for proper project assessment by the Permanent Fund, this prcposal is 

directed toward developing a structure and/or framework for evaluating proposed 

projects for investment. We have termed this a sectoral analysis - an examina-

tion of the Alaskan economy from a macro viewpoint, linking its current and 

potential outputs with those of the rest of the U.S. economy as well as Pacific 

Rim areas, to identify those long-term markets in which Alaska can most µrobably 

compete. Our work would also include an assessment of the internal Ala~kan 

demand for various outputs, to identify areas where there is a possibility for 

"import substitution." In other words, given certain investment potential 

among various t: ectors of the Alaskan economy, what areas will have the greatest 

payoff to the Fund, balancing risk and return. 

Our proposed work would identify the. assets that would foste r growth and 

the liabilities that constrain r r inhibit development of particular nctivities 

in Alaska, and the mechanisms that might be used to remove or at least mitigate 

I impediments in various sectors. To the extent th3t long-term capital will 
I 
aasiat in removing impediments to development, clearly the Permanent Fund can 

vell become an important mitigating measure . 

The crux of our approach is to b~ild upon existing atudiea, data 

compilations, and investigations of current activity in a manner which will 

l aaximize the involvement of the private sector as well as the public sector. 

Thia will aaaiat in the identification of appropriate sectors in the evolution 

of econom.ic diversity and stability within the Al4skan economy. 

Specificwlly , our analysis would include: 

1. An aaaesament of the long-term outlook for the U.S. economy os 

vell as Japan. 

2. An assessment of growth prospects for individual industries. 

J. An assessment of the outlook for the Alaskan economy and 

industry: 

a. Jdentificotion of influence of national, international, 

and state trends. 
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b. Identification of factors contributing to our inhibiting 

growth in Alaska-based industry. 

4. Evaluation of major sectors of the Alaskan economy: 

a. Resource extraction 1 such as .Petroleum and natural gas, 

other minerals, forestry, fisheries, and agriculture. 

b. Manufacturing and processing, such as fish processing, 

"'ther food processing, petroleum- and natu·ral gas-related 

processing, and wood products. 

c. Tourism. 

d. International and domestic trade linkages. 

e. Energy. 

5. Identification of candidate industries for possible 

establishment in Alaska. 

6. Preparation of sectoral analyses: 

a. Characteri· ation of industry at national level. 

Size 

Location 

Concentration 

b. Historical development. 

Major growth influences 

c. Long-term growth prospects. 

Macro economy 

New products 

New markets 

Olhcr cont1ldcrutlont1 

d. Industry in Alaslut. 

Contributing factors 

Inhibiting factors 

e. Industry development and the Permanent Fund. 

Consistency of goals 

RecommendotiC>ns for further oction 

7. Suggested project financial productivi t y measures: 

a. Fund investme~r criteria. 

b. Sector financial measures. 

c. Initial sector priorities. 
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goal of the is " to utilize 

from non-renewable resources to achieve maximum use of renewable resources 

within the state. 

METHODOLOGY 

The development of a sectoral analysis emphasizing identification of 

possibilities for vertical integration within the Alaskan economy to capitalize 

on existing renewable and non-renewable resources as well as expanding the 

availability of goods and services for the internal Alaskan economy requires 

a broad approach and a wide arr3y of methodologies. The product of this 

proposed study is not just the output of a macroeconomic model; rather, it is 

the results of several flows of analyses coming together, leading to the iden­

tificatj ~n of sectors appropria te for consideration by the Permanent Fund for 

project :.'.nvestment - sectors tha t are either repn!Sented currently in the 

Alaskan economy or are likely candidates for inclus ion in the economy over the 

next few years. This would include vertical integration in terms of the pro­

cessing of both renewable and n ~n-renewable natural resources, as well as 

consideration of ways to reduce the leakage out of the domestic economy. For 

instance, over the next few yea cs certain thrcshholds may be reached within the 

economy, permitting the establL1hment of bus iness activ i ty that heretofore 

could not viably compete becaus~ of such factors as lack of uconomies of scale, 

sufficient domesti c market, etc. 

WORK PROGRAM 

To achieve the purposes of t he project, we propose to undertake the 

following tasks: 

1. Characterization of e~isting conditions; 

2. A•aessmcnt of the present Alaskan economy: 

3. Determination of the domestic/international tnllrkcts related to outputs 

of key sectors of the Alaskan economy; 

4. Preliminary analysis of the comparative locational advantage for 

Ala•ka by 111lljor sector; 

5. lntersectoral cost/benefit comparison ond development of investment 

criteria; and, upon approval of the Department, the House and Senato 

Permanent Fund Committee, 

6. Suggested sectoral pr iorities for the Perl!1llnent Fund. 
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TASK 1 - CHARACTERIZATION OF EXISTING CONDITIONS IN ALASKA 

To establish a consistent set of baseline information for determining 

suitable sectoral investment focuses and dev'elop:i.ng economic development 

strategies, we will first initiate a reconnaissancu program to bring together 

rcievant information on the existing situation within Alaska. This will cover 

existing studies and ongoing research including relevant data and analysis 

from the numerous affected public agencies in Alaska as well as private sector 

sources. 

To comi:-liment the review of existing published data and analyses, we will 

conduct a structured interview program with appropriate persons primarily in 

the private sector in the major areas of activity in the state. This program 

will provide additional background on issues we consider it necessary to address 

and on the current na ture of economic activity, and will also provide a pre­

liminary assessment of the ab.llity of existing Alaskan industry to compete in 

expanded markets. 

There are a numbt~r of studies in progress that provide information on the 

current state of the Alaskan economy; this includes both s tatistical informa­

tion and "models of the economy." Among these basic sources of information 

arc tho following: 

Alaska Department of Commerce and Economic Development. 

Alaskn Department of Revenue . 

Aloska Deportment of Labor. 

Governor's Office, Policy Uovelopment and Planning. 

University of Aloska, porticularly the Institute for Sociol, Economic 

and Government Research related to their "Main in the Arctic Program." 

Bureau of Land Management, quantitative models developed for 

assessing impact on the Alaskan economy of oil and natural gas 

dllVelopmen t. 

Trade tlov models developed both in the State of Washington and in 

Alaska linking the Alaskan economy to the Northwest portion of the 

lovl!r 48. 

Other public agency information. 

The set of Regional Profiles prepared by the University of Alaska 

for the stnte and the Joint Federal-State Land Use Planning Commis­

sion for Alaska. 
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Our analysis of the availability ' of infrastructure and level of community 

development will be based upon information provided by the Alaska Department 

of Transpor ta~ion, the U.S. Bureau of Land Management, and the U.S. Bureau of 

Indian Affairs, supplemented by local a;:ea information from the Alaska 

Department of Community and Region<1l Affairs. 

For specific sectoral information - i.e., historical measures of ec!onomic ' 

activity - we would utilize information from such entities as the Alaska 

Department of Natural Resources, Alaska Department of ~ish and Game, thH Division 

of Economic.Enterprise of the Department of Commerce and Economic Development, 

the National Marine Fisheries Servj.ce , t he Bureau of Indian Affairs, the U.S. 

Forest Service, and the Bureau of Nines. 

TASK ?. - ASSESSMENT OF THE PRESENT ALASKAN ECONOMY 

To place Alaska in perspective, we will utilize the baseline information 

developed in Task 1 to prepare nn usseasment of the present Alaskan economy. 

This will include: 

Trends in economic indicators; 

Identification of structural relationships within the Alaskan economy; 

Delineation of regional economic activity in Alaska; 

Nature of economic developmen t factors ; 

Characteristics of the major sectors of the current economy; 

Level of infrastructure development; and 

Preliminary identification of constraints and impediments to future 

econ( .Die growth. 

Thie assessment will be utilized later in work program to compare Alaska's 

potential as well as development constraints with likely emerging markets 

within Alaska, elsewhere in the United State, and abroad. Labor supply and 

wage structure, transportation and communications, capital availability, 

utilities, tax structure, and exis ting markets will be included in our examina-

tion of development-related factors . 

Tho major basic sectors of the economy, including resource extraction 

I (e.g.,
1
petroleum and natural gas, other minerals), forestry, fisheries, and 

agriculture, plus the currently limited manufacturing aqd processing areas, 
I 
' will Le chuLucl-=r lzcd in t~rmY of their long-te rm potential . 'I'ourism - an 
I 

activity that cuts across a number of sectors of the regional economy - will be 

quanti{icd to the extent possible, and the oensitive factors in it will be 
I 
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identified. Energy development including utilization of coal and hydro, the? 

potential of geothermal, and the utilization of oil and natural gas, will bl~ 

defined. 

TASK 3 - DETERMINATIOM OF DOMESTIC/INTERNATIONAL MARKETS RELATED TO OUTPUTS OF 

KEY SECTORS OF THE ALASKAN ECONOMY 

We will utilize the Arthur D. Little economic analysis model which provideB 
J 

information (among other things) on the output from 220 industry sectors. This 

will be used as a take-off point for estimating 10-year demand for outputs of 

various industrial sectors and, in combination with the results of Task 2, will 

enable us to screen down to those sectors that represent possible expansion ' 

potential. 

We note that, in addition to the utilization of information on the U.S. 

economy, along with information on trends in the Japanese economy, we will 

examine (again based on the information from Task 2) possibilities in non-basic 

sectors of the Alaskan economy such as the service, trade, and other areas that 

might represent important: growth prospects. It is our feeling that there is a 

need for a blend of quantitative analysis with qualitative judgments regarding 

possibilities for. expansion of some of the smaller sectors in the Alaskan 

economy for which local manpower arad local resources can be utilized. To the 

extent possible, utilization of rene~able resources will be stressed to enable 

the economy to reach a sustainable level of activity. 

TASK 4 - PRELIMI NARY ANALYSIS OF COMPARATIVE LOCATIONAL ADVANTAGE FOR ALASKA 

BY HAJOk SECTORS 

The results of Task. 3 will identify on a preliminary basis those sectors 

both existing and potential that may of fer the opportunity for expanded 

economic activity in Alaska. In this task we will utllize industry (or sector) 

specialists to determine on a pre-feasibility study basis the ability of Alaska. 

to compete with other areas providing similar outputs or products. Having 

previously identified growth sectors, we will evaluate which of Alaska's charac-

teristics operate to its advantage as an industr ial location and which operate 

t o ita disadvantage. This will require knowledge of the sectors ' resource 

input requirements, labor and capital requirements, and.market cistribution. 

The key factors in the determination of the locutlouul l'eql-irements of 

the potential sectors addressed will include proximity to suppli ers and 

markqts, availability of labor force, sensitivity to other input costs, taxes , 
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' '.' infrastructure requirements, and related' ~ industrial factq; Ranking 

' relevant importance of each of the above ~ill be made for sector · and industry 

types. .· 
The candidate industries would be those whose locational requirements 

I 
would be most closely met by Alaska as compared to other potent~al areas. 

TASK 5 - INTERSECTORAL COMPARISON ·AND DEVELOPMENT OF INVESTMENT CRITERIA 

\ 

The results of Task 4 will pr<?vide c:m estimate of the likely ability of 

Alaska to compete in the identified sectors on a statewide basis. While the 

economics of a p~rticular establishment might indicate potential for Alaska, 

for example , lack ·of development of infrastructure and related factors may 

hinder economic development in a given sector or industry. As part of this 

task we will examine on a subregional basis the likely distribution of future 

economic activity related to major sectors with the goal of identifying 

problems associated with, for example, infrastructure that would provide acces s 

or supply water or energy to the particular economic activity. This will enable 

us to make a preliminary ranking of appropriate sectors in terms of viability 

of a particular enterprise or establishment, and of the types of investment in 

infrastructure that probably would be required to facilitate development. 

The results of this intersectoral comparison will be a preliminary s e t of 

investment criteria for establishing on a project-by-project basis the necess ary 

types of information that will be required when a propo!led investment comes 

before the Permanent Fund. 

In th£ eva.luation process of choosing among projects ~ne key assumption 

is that investment decisions will most likely be made under a capital 

rationing situa t ion. This means that the Fund itself will be limited in size 

and that if presented with several "attractive" investment opportunities, the 

selection process must decide upon only a few projects out of the total array 

of possibilities. 

The Fund will thus be faced with developing a strategy for allocating 

its resources among competing projects. Basically, this becomes a problem of 

screening and ranking the various proposed projects to ensure that those 

projects eventually chosen meet the Fund's criteria. This investment analysis 

requires the design of a methodology for measuring various projects by using 

such meas urement tools as sensitivity analysis and the development of risk/ 

return profiles on each project under considera tion. In thi~ task the 
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will be taken to arrive at a ·process for project selection 

and ranking: . 

1. First, an overall fund strategy will be developed. This will include 

identif~ing tfe mix of projects 'desired in the i und, and their risk, return, 
. ' . ' lt 

and capital requirements. Once the NPV is computed, a ~ensitivity analysis ,. 

should be undertaken. A sensitj.vity analysis determines how a certain level 

of change in a particular project assumption effects the overall risk/return 
I .. 

profile of · the project and thus measures how "volatile" the financial produc-

tivity of the pr~ject would be under different assumptions. If a company has 

a performance history against which variables can be verified and adjusted, 

this task is much simpler. If, on the other hand , the Fund is presented a 

proposal for a new project with untested characteristics, this exercise becomes 

more difficult. The sensitivity analysis provides another tool of measurement 

and helps define more clearly the risk level of the project. 

The risk analysis of a project investment decision does not simply entail 

measuring the risk of a project relative to its potential return. A particular 

project's risk must also be judged against that of other projects and as well 

against the risk of criterion of the Fund itself. This type of analysis per-

mits balancing th1? various projects for which the Fund will be providing capital. 

For example, a low risk project can be balanced against a high risk criterion 

established by the Fund. For example, an objective of the fund strategy might 

be to select the combination of investment proposals that provides the highest 

net present val~e subject to any com~traints for the period'.. For a project 

within a particular sector,· its financial productivity s hould oear a relation-

ship to the long-run churacteristics of the industry in which the project is 

located. The goal of tht\ fund strategy will be to develop a rational process 

to ensure proper managemeut of the Fund's assets. 

2. Once the strategy for the Fund and the associated criteria are developed, 

it becomes necessary to establish the project evaluation process. For evalua-

tion purposes, each project must be analyzed according to criteria such as the 

nc:t present values (NPV) of earnings it proposes to achieve within a specific 

timetable. The Fund will value this proposed stream of earnings according to 

the amount, timing, and any opportunity costs it is likely to incur . 

Other measurements of projects exist, such as the payback method which 

analyzes the number of years required, to return the original .investment -



the far simplest method. Payback criteria, however, do not consider 

beyond the payback period. Therefore, if the Fund portfolio is to be viewed 

as an ongoing .sources of cash, attention must be given to events beyond thi:? 

one project's payback period. 

(Task 5 is to be deferred until sucl1 time that the Department, 
the Committec?s and the Company agree to commenc:lng Task S, 
except if TaBk S is undertaken, it must be completed prior to 
the expiration date of the contract. If Task 5 is not under­
taken within the term of this contract then th~ amount of the 
contract is correspondingly reduced by the amount proposed for 
Task 5. This reduction amount shall not exceed $14,500 in 
total.] 

TASK 6 - SUGGESTED SECTORAL PRIORITIES FOR THE PER1>1ANENT FUND 

To provide the decision-makers within tte Permanent Fund with useful 

sectoral iPformation against which t o evaluate proposed projects, this task 

will focus on assigning priorities to sectors and/or industries that appear to 

justify possible public investment. We will suggest short-term as well as 

long-term priorities, based on not only market and resource use criteria but 

the state of development of the associated infrastructure necessary for the 

establishment of certain industries. For example, it might be that in the 

immediate future, certain projects that might be proposed within particular 

sectors may be in existing, developed areas where access to available labor 

and infrastruct·ure is relatively easy. These projects may have more immediate 

public returns. 

For long-term projects, it may be that investment might be required not 

only in the enterprise itself but in the infrastructure such as roads, utilities, 

etc., necessary to make it feasible. Thus investment in these projects, even 

though within promisjng sectors, may require greater investments over longer 

periods of time. 

B. REPORTS: 

All reports, correspondence, graphs, computer prog~ams, and other 

documents prepared under this contract are the property of the STATE and it 

shall have the full right to use these documents for its purposes, or other 

vise, when and where the STATE may designate without any claim on the part of 

the CONTRACTOR for additional compensation. 

The work shall be done in accordance with generally recognized standards 

of professional consulting services. In the event that any work does not meet 

these standards, the Commissioner of Revenue may serve written notice and 

satisfactory correction shall be made within ten (10) days. Completion dates 
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... 
any portion(s) of the work shall be set by m4tual corres-

... .. , , 
ponding written progress reports submitted to the State. Failu~e ~to complete 

the work on 'ti.me shall. result in liqui dated damages of ·• One Hundred Dollars ($1JO) 

per day, except for delays due to cauf!e's beyond the contr.ol and without fault 
.. , 

\ 

or negligence of the CONTRACTOR. Liquidated damages shall not exceed the 
} 

total payments allowed under the contract. and may be deducted from payments 

that are owing. 

The Commissioner of R~venue may terminate this contract upon written notice 

of the necessity · for doing so and payment shall be made for satisfactory work. 

Any dispute concerning a question of fact that relates to t he CONTRACTOR's 

performance, if not disposed of by agreement between the ' parties, shall be 

decided by the Commissioner of Revenue, who .shall notify the CONTRACTOR. This 

decision, unless appealed to a court of competent jurisdiction within ninety 

(90), days of the completion or t ermination of the contract, Bhall be final 
I 
I 

and conclusive. 

l 
I 
I 

ARTICLE II. 

PERIOD OF PERFORMANCE 

The period of performance under this contract shall commence on June 15, 

! 1977 al)d expire on June 14, 1978. Performance may be extended for additional 

I period by the mutual agreement of the parties. 

ARTICLE I.II. 

CONSIDERATION 

In full consideration of the CONTRACTOR's performance hereunder, the 

STATE shall pay the CONTRACTOR the customary hourly fees not to exceed $98,000. 

Payments shall be made to the firm on a monthly basis co111111encing M1gust · 30, · 

1977 except that no payment shall be made for any task not undertaken and 

completed. Progress reports will accompany said monthly billings. 

1t!tTICLE lV. 

~DlTI9HAL COHT!tACT PR0VI~IQNS 

..Appendix A af"tacned hereto and made o pat t hereat sets tot th iciditional 

I 
18D8ra~ 88RCraet prooi~ione ef 'Ai& contract, 

""' 
I 
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IN WITNESS WHEREOF, the parties have executed this contract ·this -----

CONTRACTOR: STATE OF ALASKA, DEPARTMENT OF REVENUE 
TREASURY DIVISION 

By: By: 

(Pfficial Titlel. (Official Title). 

APPROVED: 

Deportment of Administration 

(J>ate)_ 
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Arthur D Little. Inc ONE MARITIME PLAZA· SAN FRANCISCO CALIFORNIA 941 11 • (415) 981 -2500 

July 7, 1977 

Mr. Jim Edcnso, Deputy Commissioner 
State of Alaska, Department of Revenue 
Pouch SBL 
Juneau,Alaska 99801 

Dear Mr. Edenso: 1-8883 (Revised) 

Arthur D. little, Inc., is pleased to submit this proposal to provide economic develo~ment 
advice to the Department of Revenue and the State Investment Advisory Committee. We 
view this as an exciting opponunity ro be '"present at the creation" of what could emerge as 
one of the more momentous economic development mechanisms so for conceived. We appre­
datc having ~ad the opportunity to participate in a number of State Investment Advisory 
Committee meetings and to meet with interested parties within the Administration and the 
Legislature regarding tht! possible scope of our services and the need for ossistance in defining 
economic development analyses appropriate to the Permanent Fund. 

We have prepared this propoSJI on the basis of: meetings and discussions with various people 
in Alaska; an examination of previous as well as current studies focused on the compilation 
of data and the analysis of economic activity and industrial development in Alaska; and our 
knowledgi! in the broad area of economic development , both domestic a1 d in ternational.. 
We believe we have the necessary combination of experience and professional skills to assist 
you in developing the necessary economic information and analysis required for initiation 
of the Permanent Fund. 

Our propos:1l is divided into the following sections, reflecting our understanding of your 
requirements: 

• BnckgrouncJ 
• Sectoral Analysis 
• The State of the Alaskan Economy 
• Purpose and Scope of the Study 
• Methodology 
• \Vork Progratn 
• Management Organization and St<1ffing 
• Cost, Duration, aml Dillin~ Procedures 

CAM8RIOOE, MASSACHUSClTS 

ATH('4 Ol!USSELS CAl>ACAS LONDON " EJUCO ClfY NEW YOlloC l'AlllS AIO llf ; AN[llllO SAN fAANCISCO fOAONTO WASHINOfON 



July7,1977 

-2· 

Mr. Jim Edenso, Deputy Commissioner 
State of Alaska, Department of Revenue 1-8883 

We have made a diligent effort to respond to your needs on the basis of our professional 
judgment as to the appropri~te manner in which to conduct this proj~ct. Should you wish 
modifications of our work program, we hope that we will have the opportunity to jointly 
review your needs in order to make the necessary changes in our response. 

We believe that Arthur D. Little is unusually well qualified to meet the needs of Alaska in 
the area of economic; development, including analysis and development. of recommendations. 
We base this belief on the following factors: 

• Members of the Arthur D. Little staff who will be assigned to this project 
have recently conducted or are completing assignments of a similarnature. 
Such studies provide us with a good background for evaluating the suit­
ability and appropriateness of potential economic seclors. 

• Staff assigned to this project have operational as well a.l consulting expe­
rience with public agencies and public entities which have as their primary 
concern appropriate economic development and facilitation of this devel­
opment through various finnncin l mechanisms. We arc experienced both 
in the area of public policy and of industrial nnd economic analysis. 

• Our Western Regional office in San Francisco specializes in regional 
planning and industrial development projects. We have a:;signed to this 
project senior personnel with excellent credentials in the area of indus­
trial development. 

BACKGROUND 

Based on existing best estimates, between now and 1985 Alaska's share of North Slope, 
Prudhoe: Bay, and other Outer Contin~:ntal Shelf (OCS) oil and gas production can be ex­
pected to exceed S7 billion. In addition, the possibility exists for additional sta te income 
from the extract ion of coal, iron ore, and other minerals. With this large potential rrvcnue 
from non-renewable resources flowing in at an increasing rate over the coming period, it 
becomes necessary to dctcnninc from a public standpoint the optimal ways to best utilize 
this income. 
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Mr. Jim Edenso, Deputy Commissioner 
State of Alaska, Department of Revenue 1-8883 

Until now, the majority of the oil-related revenues have gone into the st~te's General Fund. 
While these revenues have provided for much-needed improvement in services and facilities 
provided by the state, a saturation point has probably.been reached in terms of the ability 
of state government to absorb much additional revenue on a current operating basis. This 
will be underscored by the significant increase in state revenues following the start of the 
flow of oil through the pipeline. 

Last November the Alaskan voters overwhelmingly approved the concept and the creation of 
the "Alaska Permanent Fund." Simply put, the concept was to provide a means of collecting 
at least a portion of the ongoing non-renewable resource revenues and placing these revenues 
in a permanent fund where the revenue capital would be maintained (the concept of perma­
nence) while the income from the fund could be utilized for various purposes. This action 
was taken in anticipation of the fund 's providing a sound basis for ongoing economic develop­
ment beyond the period of non-renewable resource extraction. 

Along with the passage of the referendum on the Alaska Pennanent Fund, the ongoing State 
Investment Advisory Committee was expanded with additional citizen members reflecting a 
wide range of viewpoints to consider the questions of the structure and organization of the 
proposed Permanent Fund. Over the past few months, the investment committee, in associa­
tion 'Nith its consultants, has developed draft legislation detailing the proposed management 
and organization for the Alaska 1~ennancnt Fund. 

Quoting from Section 37. 13.020, "Purpose of the Permanent Fund ," House Bill 298, one 
version of the proposed legisla~ion, provides a11 indication of the thrust of the goals of the 
Permanent Fund : 

0 (a) The purpose of the Permanent Fund is to provide a means of con­
serving a portion of the state's revenues from mineral resources 
to the ultimate benefit of present and future generations of 
Alaskans. The revenues so conserved shall be invested in income­
producing investment which will provide further benefits to pres­
ent and future generations of Alaskans . 

.. (b) Further benefits may be derived from the use of the Permanent 
Fund to: 



·, 

Mr. Jim Edenso, Deputy Commissioner 
State of Alaska, Department of Revenue 

"( 1) Assist the diversification of the economy of Alaska by 
making sound investments in Alaska's renewable and 
non-renewable resources. 

"(2) · Seek to smooth the cyclical pattern of growth of the 
Alaska economy. 

· "(3) Encourage and assist the participation of private capital 
from both within and outside Alaska in private enter­
prises of benefit to Alaskans . ... " 

1-8883 

The Permanent Fund, at least as envisioned in the legislation under consideration, will be both 
a savings bank as well as a development bank. The draft bill provides that: 

. • Half the revenues derived by Alaska from its mineral resources will be 
put into the Permanent Fund. At a minimum 40% of the fund's balances 
must be put into "investment gr~dc securities." 

• As much as 30% of the remainder of the Permanent Fund will go to pro­
viding long-term investment capital for expansion of privnte sector eco­
nomic activity in Alaska when sufficient capital is not available from 
other sources. 

• No more than 30% can go to public works for community development 
projec~s for municipalities and public entities within Alnska. 

Thus, a significant amount of revenue will be available to the Permanent Fund for purposes 
of providing investment capital for existing and potential economic activity within the state. 

Having agreed upon the con~ept of the Permanent Fund, it becomes important to determine 
on what basis und through what set of criteria will financi~1l ussistnnce by the Pcmtancnt found 
in economic development projects be determined. As in any capital budgctin~ decision, typi­
cally, the fund will be faced with a set of proposed projects whose cumulative finnncinl re­
quirements exceed the Permanent Fund's financing cnpability at thnt point in time. Given 
this budg~t constraint, the question is then how to allocate scarce investment resources among 

a set of ~roposed projects. 
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Mr. Jim Edenso, Deputy Commissioner 
State of Alaska, Department of Revenue 1-8883 

In addition, the State of Alaska has historically been utilized as a resource base for the rest of 
the United States and to some extent Japan. Today it remains an economy primarily devoted 
to the extraction of both renewable and non-renewable resources with little value added from 
the processing of such resources. PipeHne activity has been a significant short-term boost to 
the state economy over the last several years, but it may well leave behind little residual long­
term economic acth ity because of the relative "thinness" of the Alaskan economy. This would 
once again confirm the "boom and bust" characterization of the Alaskan economy. 

SECTORAL ANALYSIS 

At least in concept, the creation of the Permanent Fund, with its ability to supplement and 
complement the existing commercial banking activity in Alaska with the capacity to provide 
long-term loans and/or equity participation on a development basis, could well be an impor­
tant mechanism for diversifying the economy an · providing for greater utilization of Alaska's 
resources within Alaska. 

One way of establishing a mechanism for budgeting and ullocating scarce investment resources 
among alternative opportunities is to prepare a sect om I analysis of the Alaska economy to 
identify those sec tors, industries, or portions of economic activity that appear to have the 
grc.atest payoff in the long run for Alaska in tenns of diversification, income distribution, und 
th1: various other ecc11omic goa ls the state. might develop. This sec tornl analysis would p~o­
viue iln overview of the economy, linking both the existing sectors and those that might exist 
in the future to the overall markets within the U.S. economy as well as the international one, 
par ticularly the Pacific Rim economics. By focusing investments in those sectors of the econ­
omy that arc likely to have long-term markets and meet state economic goals, it is most likely 
that the investments will provide long-term gain for the Alaskan economy. 

Referring again to the proposed legisla tion to establish the Permanent Fund , "sectoral nnnlysis" 
has been identified as one important means for the fund lo detcnninc whnt projects it will 
finance and In what m:rnncr. Included in the section "Duties of the Policy Board' ' is an cle­
ment relating to the annual review and upproval of long·rungc operating plans based on sec­
toral :malysis of the Alaskan economy. 

Further, in tile section entitled "Opcrutional Principles," various guidelines arc provided for 
the operation of the public corporation. In :1dditio11 to establishing the "prudent person rule 
of investment," this section rcquircs·thnt lite pnrticulnr project or investmcnl being consid· 
crcd be able to st:ind on its own in tenns of financial productivity. Should the Permanent 
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Mr. Jim Edenso, Deputy Commissioner 
State of Alaska, Department of Revenue 1-8883 " 

Fund have before it a case requiring a subsidy, this must be explicitly identified and the Leg­
islature must provide for the subsidy component of such an investment out of general fund 
revenues. 

The same section states further that the corporation will make investment decisions with re· 
gard to "economic and other considerations including consideration of employment, income 
distribution, environment, health, social, and other factors. The corporation shall be sensitive 
to the views of the affected local community and shall include an analysis of those views and 
proposals for large investments ... 

Thus, throughout the draft legislation, the need for the application of economic analysis to 
proposed investments of the Permanent Fund is clearly identified. 

This proposal addresses itself to the establishment of a structure or framework against which 
!lrojects requesting assistance from the Permanent Funl.I can be evaluated so that a ranking 
and prioritizing of the projects can bl! achieved. The net result becomes one of maximizing 
the productivity of the investm1.:nts made by the Permnncnt r:und for economic development 
purposes. 

STATE OF THE ALASKAN ECONOMY 

Alaska and its su rrounding ocean ureas nre currently viewed us the United States' greatest res· 
ervoir of energy resources required for energy dev1.:lopment in the critical period ahead. The 
question becomes this: Will Alaska cont inue to provide the resources but not necessarily the 
translation of this resource busc into increased levels of economic activity through vertical 
integration. The Alaskan economy is at a watershed. In general, the potential exists for in­
creased economic activity at som1. .• ustainablc level. What l.lireclion will future investments 
in the Alaskan economy take? Will they bra con1i11untion of current anti historical resource 
extraction investments resulting in cycles of high economic activity followed by a stale rccc~­
sion when the resource is cxh:iusted, or will Alnska participate in the fu rther ut il ization of 
these resources? 

To place in perspective the role of economic development ;111d , in purticular, the purpose of 
a sectoral analysis proviLling a structured framework for investment decisions by the Pcnnn· 
nent Fund, It is useful to bricny examine the over:1ll Alaskun economy and its components . 

. . 


