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forest is commercial timber, representing 77% of all the sawtimber in 
Alaska, 70% of the nation's supply of s~~ka spruce, and 40% of its western 
hemlock sawtimber . Average volumes per acre for sawtimber stands in South­
east Alaska compare favorably with similar stands in forest-rich Oregon and 
Washington. 

Alaska currently utilizes only a small portion of its timber resources. 
On a s tatewide basis, and considering all timberlands, the present utiliza­
tion is estimated at only about one-third of the allowable cut -- i.e . , the 
amount of timber that can be cut during the i nterim period until "sustained 
yield" capacity is reached . Allowable cuts are subject to variation , 
depending upon the factors considered in tr:eir computation, especially the 
rotation cycle, or number af years estimated to produce a new harvestable 
forest stand. 

Several federa l agencies ma~age land in Al aska . The Bureau of Land 
t~nagement (BLM) controls about 85% of the federally controlled lands in 
Alask.a . The U.S. Forest Service controls about 6%, but t ha t includes mo r e 
than 5 million acres of commercial t imber in na tional fores t s i n coastal 
Alaska where most of the state's timber development has occurred . The fact 
that national forests suppl·· almost 90% of Alaska's timbe r production 
illustra t es the impact of U. S. Fores Service policies on Alaska's forest 
r esource utilization . 

Two large dissolving pulp mills account for most of tl1e state ' s timber 
production volume and shipment v.:ilue. Small s.iwmills exist throughout the 
s rn t e providing wood to meet l ocal cons tr11c t lon needs . However, Alaska 
imports most of its finished wood products from the tower 48 ; it do i;:s not 
have .'.l l.:irge enough marke t to s upport the cl Lvc 1:sity and qu.:illty of \vood 
pro<luc t s that consumers require . In addition , because of h.lgh labor cus t s , 
Al askan-made products m:ly cos t more than Lmport s . Even some commodity 
proJucts such .:ii:; plywood f l ooring .'.lr c lmpo rt~J. 

Almos t 90% of the output f rom Alaska ' s fores t products industry is 
:;h ipped to JJpan . E:,ports of fores t products in 1976 Lnclu<lerl 3 l 5.8 rnbf 
of logs , lumber, and cants; l82,400 s hort t ons .o( µu Lp; :md 107 , 700 2000-
pound units of chips . Olssolving pulp, usl!J ln the producti.on of rnyon, 
ace t.:it e , ccllophan~ , and cel l ulose cl1emica1~ . ls ~l.'.l bkJ ' :; most lmporLanL 
forest product export. Both of Alaska ' s mills c~n .1Lso moke bleached pupar 
pulp fo r tissue :nd pr inting papers . ~ lost M it is shipped t o J<!pan , with 
lesse r amounts going t o the l ower 48 . 

Th~ .Japanese .:lrc heavily i nvolved in Lh·· Al:.i skun clmbcr lndust >. 
for ~xarnpl 1..: , the Alaskan Lumber ~md Pulp C:ompiln y ' s mill nt Sltk::i (one of 
the st:ice ' s two major pu lp mi l ls) ls J~1p.1ncs~-ownccl , with much of the> 
ln lti.:il capi.t.ll fo r the comp.rny <;omln~ f r om 15 chemical fttp r m:mu foctu r lng 
compnn l s i:ic lud ln <.; illl oc the m:ijor rnyon-produc J ng l.'.nmpan ! ~s of Japttn . 
The mHl t.?rnploys nhout 500 p~opll.! -- mostlv loca l. 1'h0 itm ' s s hlpm(l11L !-l 
to J;lpon trnvl.!l mo~tly by carrlcrn specL1ll y bullt h .ir this rout\? . 

L'hc Wr::in r:1.:ll Lllmbcr Company w:1::; o rlglnolly lncorpocn t ed as a s ubsidL.tcy 
of ,\ Loskil I.umber and Pulp , nn<l •"' V1.mc:~1all y bl.!C ~llnl.! lcs p.H·u nt:: company . !t 
opc r:1t cs .'.l mill .1c: Wron~ell wht..:il cuts Sltk~1 sp rt11.:1.· .:111d l'l'rnlock into ..;nnt~ 

for s hlpm1.:nt i: o J~.pa n. 

£.ll - lo Arthur D lJctle. Inc 
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Southcencral Timber Development, Inc., is owned by Ja?an's lar5esc 
lumber company, Iwakura-Gumi Lumber Limited, which :-eceives :nest of the 
exported canc:s and lumber produces. 

J. Problems 

Alaska has utilized only a small porc:ion or ic:s forest produce: 
resources. The reasons for the limited de1;elopment of the Alaska forest: 
products industry are economic and regulatory. The economic ressons are 
the same as those that constrain the development of other expor : industries 
in Alaska -- i.e., the high cost of operating in Alaska which limits the 
competitiveness of Alaskan products in export ~ar~e c:s. 

The principal disadvanc:age which Alas ka f aces in marketing for est 
products in c:he lower &S and Canada is che relacive hi gh cos t o f Alaskan 
products because of the high cost or harvesting, transporting, processi~g. 
and distributing timber and wood products fr om a remote reg i on. Labor 
rates in southeas tern Alask~ logging operations a r e abouc: 25% higher than 
those prevailing in similar opera c:ions in the Paci ~ic ~orchwese. Conseruc ­
cion cos es of forest access roads in Alaska a re subseantially hiiher ch3n 
those of roaJs builc: i n the Pacific Nor t hwes t . Fo r pulp mills of com­
parab l e t ype and capacity , cos ts of conseruction in Al3ska may be almost 
double chose preva iling in t he Northwes t and Canada . 

The markets t,.;hich :\l:iska competes in a re dom.lnated by the hi6hly 
integrac:ed, we ll-established forest produc es indus~r~ in the Pacific ~orch­
wes c: and che Souc:h which has lower-cost operac lons . The Jones Act adds t o 
Alaska ' s l oca t ional disadvaneage by requiring that ocean shipm~n t s be mad e 
on r e l ativel/ high- cos c: U. S. vessels . 

One area ~here Alaska c2n compete economically i s close~ t o it becau3~ 
of state/federal r egu latory policy. Fo r est mnnngement ag~ncies (~ . S . Fores t 
Service , BUI , and the Stace Division of I.ands) r es td.i.:t ch ,~ expo rt of un­
pr ocessed mate r ials . Consequenc:l~, Alaska ~annot ~xport un?rocessed logs . 
Ins t ead i.e nus t procds the l ogs in t o pulp , c::ints , or ·hi ps . Ihis prti11encs 
the industr y from minimi:ing c~e high coses of Alaskan i3bo r Jnd construc­
tion by forcing the locat i on of costly proces3 ing f3cilities ~l:hin ch~ s tJ: ~ 

(tllthough chis also enhances us.:! of Alask.:in l.1 bo r ,ind inhibits v •rc ru s e )f 
unprocessed resources) . 

the f u t ure of che t imbe r products inJuscry in ~Laska will continue t o 
depend on t he economic s of ~lasknn production, but to .Jn i n c r ~asi~~ extat\e 
;.rill de?end on t he. av.:iil.lbiltt:1 or l.lnd :'. or timber deve lopm~nt . Fec.?e ral. 1:\d 

sti\Ct:! regulcHory pol icy .rnd ~a.lit ic:.il/ inscitut i otiu L consid11 me i ons ilht ke c~1i..i 
.:ivailabi li t/ uncer c:ain . ?or e~ampl- , a r ecent U. S. For~st Scrvlc~ r~gulJ­

tion could s~:::-iously limit exp. tn~ion of :\l..;iska ' s fo r es ::. produc::s indu!it:y. 
the For est Se:vlce i~posed a e~o - ~ear ~o~aeorium on ti~b~r J3l~s ~~ ~lask.l , 

pendin 3 comp lecion ~f a l and use ?Lan for the Tcng3ss ~aclonJL ~ar~sc . 
Also , fucure ti~b~r conc:accs ~lll ~e liciced = ~ a ~axi~um of LO ~ears : acher 
than 55 ye . .H:i , whlch previousl/ -.·as c:~1e :lOt;il b Al:isk.:i . l:..:m:;t'!que:.tl:: , f!.~s 
considering the Llr3e i:wes t:t:1cl tH: :· cqui. :::-~d :o es :: .:ibUsh .i 11.:ijor ·.iood ?rocessln~ 
operation would ~e undbl~ t~ ob c: 3in an dssu :~J ~U?PL~ o~ l~gJ c:~ jus tL~v a 
majo r inscall.'.!C!on . Should ~hil ?alicy :~~J!~ . ~~?ansiJn oi th~ ~or~$ C 

;noducts :1dust:::· !.:i .\lJs kJ -.1Lll !Jt? li::ii:: ~d ':I:' rclJ.i:i·:el:: "" ::i..i l: -::il~ .3 . 
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The future utilization of the interior forests ~s uncertain . 
Coastal timber has a higher prof i · margin associated with larger sawlogs 
and denser forest stands, faster rowth, and better accessibility . Many 
of the interior forests are inaccessible and would require construction 
of costly access roads and transportation facilities if they are to be 
developed . The interior forests are only partially inventoried, and 
prospective large developers lack information about specific areas to be 
sure of feasibility. In addition, the state , which manages much of the 
interior forests , has not as yet classified enough land as timber­
producing land to assure a sustained supply for economic size forest 
product ventures. 

The availabili t y for development of lands that come under the Alaska 
Native Claims Settlement Act is also uncertain . BLM timber sales from 
lands which have been nominated for selection by the native ~illage and 
regional corporations and from the d-2 lands selected by the s~cretary of 
the Interior, as specified by the Act, have been almost entirely eliminated; 
timber slaes from these lands must be approved by the appropriate native 
corporation or the feder3l agency which is expected to administer the d- 2 
l nnds . 

The transfer of some Alasknn lands from federal t o state jurisdiction 
may also affect timbe rland availabili ty. The Alaskn Statehood Act empowe r ed 
the State of Alaska to selec t and r eceive title to a pproximately 104 million 
a...:res of land; the state has selected much of the commercial, accessible 
timbe rlands formally administered by the BLM, Eurther <liminlshlng the cut 
from BLM-ndministered lands . 

Environmental r es trictions may also limit both the avallabllitv of 
timbcrl.:inci :md the opl!roti.on~; of tht! forc::;t products Lnclustry. The. c::in­
cc l.L.:ition of the Chnmpi.on J.nt 1?l."ll<ltlon:il pulp mil 1 complex because of 
de l.:iys in obtaining timberland lense e l cu r.:inces a nd bcgi.nn lng opernt i.ons 
Lllustrnten the difficulties C1Jmp ~mles f.:.icc ln obtainlng ti.rnbe rland. The 
Chomp ion [ntcrn:itional Company concc l.lcrl lt ~ p l.:rns fo r cons ttucttng a pulp 
mlll complex for Be rner 1 s Goy n~~nr Juneau. The c ompuny ~ought .'.ln<l received 
.1 flnul canccllntlon of lts 50-y.-:ar timber sa le 0 11 Admiralty Is land . The 
~o lc had b~ t!n lnvolved fo r several yenrs ln lltlgn tlon betw~~n the company, 
the Ste nn Cl.ub, and the U. S. for.~st Se rvice . In releas ing Chnmpion trom 
lts con tr.Jct, the Fores t Service ind lcnted .:.i pol lcy change wh Leh would no 
longer allow Lhe long-t a cm .10d wldt.:-rang lns.; t lmber so Les ex pe r lencecl i 11 

Alaska in pr evious yea rs . 

The l\eLchlknn Pulp 1:ompnny contl.'ovcrsy lllustrotcs the environmcnrnl 
r~strlctlons on fo r est p•·oJuct cornp~iny ope rotlo11s. Ourt ng l975 WJtl!r 
polluL lo11 n ?s trlc tit>ns we re impo~l?d on t he K..:t chikan Pulp Company by th ti 
U.S. Environmcnt:1l Pro t cc tJ 011 Agency (~·: PA) s lmll.J r to regula t i.ons lt 
e11lorced th roughout the ii ~:'tolvlng pulp lnJusLry. Th<.· cstimoted $30 ml' U un 
c11pltal cos t t o meet the r l.!g.ul<ltions , cuupl ' d wlth r:iplcJly rls lng timber 
h;.trvcst lng col" t s 3 S the eo111pL1 ny bL!g.:ln t o use lts lntcrlot: lt?::isc-lw Ld ings , 
~.:iused comp.:iny o([ i cfol s t1l thrt:aLc n t u clo:ie the Ketchikan pulp mlll by 
mid-l977. Th~ cl.oslng \\Ot1Ld h:wc scvt! r c l y impac L ~ d the Kctchik.:in .1rt.!:t ~nd 

11uch of Southeast: 1\l.1 ski . . \ s th~ a r t.!:.\ ' s m~1Jo r employe r, thl! mllt c losin~ 

IU-1 8 
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could have idled nearly 45% of the population in the Ketchikan/Prince of 
Wales area . The controversy was resolved by financing the company and 
extending its deadline for meeting EPA standards to 1980. 

The most promising development for Alaska's timber industry was the 
passage, in October 1976, of the National Forest Management Act. This · 
bill lifted a previous ban on clear-cutting which threatened to curtail 
the entire Alaskan forest products industry. Due to the extreme density 
of the forests, clear- cutting is the only economically feasible method 
co harvest timber i n southeastern Alaska. With the clear-cutting ban at 
an end, existing sawmills can develop previously uneconomic areas. 

4. Outlook and Opportunities 

Alaska's vast timberlands have huge development potential, as por­
trayed geographically in Figure III-5. The U. S. Forest Service estimates 
that 28 million of Alaska's 119 million acres of forest land can be 
developed commercially. The volume of Alaskan sawtimber that can be 
developed commercially from these lands is an estimated 215 billion board 
feet, which is equivalent to a ll the sawtimber in the New England, Niddle 
Atlantic, and Central states combined. Nea rly 80% of che marketable 
timber is located on the islan<ls and coas t al forest of the Tongass 
National Forest in Sou theas t Alaska . 

The future of the Alaskan fores t products industry a nd development of 
timbe r r esou rces will depend on the economics of Alaskan production and 
the availability of timberland for development. The economics of Alaskan 
forest products development will probably limit expansion of tl1e industry 
t o the ex.is ting markets . Given the high operating costs of. Alaskan pro­
duction, Lt is unlikely that Alas ka can produce processed wood products 
that are compe tl tive wi.th those produced in tht! lower 48. H the primary 
processing requirements ar e continued, expansion of the Japanese markt!t 
Ea r Alaskan fores t products will depend on the Japanese construction 
industry and Japan's production of rayon and pape r . The export of canes 
t o Japan may increase to meet the needs of Japan's expanding housing con­
struction program. Japanese demand for dissolving pulp for rayon produc­
tion will be affected by the compe t ltion from petroleum-based f lbers 
(111.'.linly po l ycscet· and ny Lon). rn the p;1st: th i s compct i.tion hns \.Je;:1ken c d 
demand for Alaska' s pulp. \.!o r Ld d lssolv lng p11lp dema nd is expected t o gr ow 
at an avernge r~te o f 1% per year for the next 5-1 0 years. Tht! expansion 
of pape r pulp production at Ketchikan Pulp wlll probably permlt the mill 
to respond more qutdkly to changes i n the marke t . 

Land ~vuilubillty problems , as outlined ~~rlier, will hnve t o be 
r esolved so th::it tile industry can dctermtne t he 1mo1111t nnd location of 
ti.mberlanJ thnt wlll b11 availnble and c ~rn then es tlm•lte economk fo[l~l­
btl1cy .:ind mat·kl.!t pot cnti ~1L. 

rH-l9 Arthur D LJttle. Inc 
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Despite the limitations on available timberland, there will be room 
for some expansion of the industry . With the transfer of nearly 150 
million acres of federal lands to the state and to native regional corp­
orations, more land should become available. The p~tential native land 
selections under the provisions of the Alaska Native Claims Settlement 
Act will reclassify about 13 million acres of state and federal timber 
into privc.te ownershi p. For example , villages in the Sealaska region 
may receive timber inventories exceeding five billion board feet and the 
regional corporation itself may receive over more than foJr billion 
board feet. 

Additional sawmills and wood finishing plants can be expected to 
serve growing local and regional markets in Alaska . For example , the 
Anchorage market may eventually be large enough to support a mill of a 
size capable of producing first-class products. 

Actions necessary for Alaska to expand its existing markets incluce: 

• 

• 

• 

Classification of land and determination of its 
future use . 

Completion and update of forest inventories to 
determine the species, quantity, quality, potential 
productivity and economic feasibility of forest 
resnurces . 

Resolution of controversy over primary processing . 

III-2 l 
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c. FISHERIES 

1. Sununary anci Over.J'iew 

Fishery products are second only to oil and gas as a contributor to 
Alaska's economy. In l9i5, 442 million pounds of fish were caught in 
Alaskan waters, with a value of about $115 million. About 8% oi the total 
U.S . commercial catch is taken Zrom Alaskan waters -- mos tly from waters 
off the coast of central Alaska. About 5% of the edible seafcod exported 
from the United States is shipped via the Alaska Customs District, primarily 
co Japan and Canada. In the last few years , shellfish have become the 
majoc target of Alaska fisher.:nen . Fish processing activities in Alaska con­
sist primarily of salmon canning, but freezing fish is becoming increasingly 
significant . ~!os t canneries in Alaska are owned by ouc-of-s cate interests 
and operated, as they have been histocically, by a seasonal labor force 
recruited from Washington, Oregon, and California 

Aside from the high costs of operations for fishing a ~ l fish processing 
in Alaska, the major problem of the industry in the past, ~nd one thac will 
influence its development in t~e future, is the proper manRge~ent of fisher y 
resources. This includes the need for limi t scions on the size of the annual 
catch so as not to ciepelece resources, and t he de•1elopment of hatcheries 
and spa.wning aceas. 

The possible pollution o: fishing waters f rom Queer Continental Shelf 
oil and gas development and other resource and processing activities is 
causing increasing concer:-t among Alaska fishermen. 

The best opportunity for fu t ure expansion ot t~e Alaska fishing industry 
lies in bot t omfishing. The ext~nsion of U.S. t e rrito ri3l waters to 200 miles 
will give Alaska fishermen access co a huge supply of bo ttomf ish which have 
heretofore been caken by Japanese and Russia 1 trawlers. A large ~arket for 
Alaskan bo ttomtish would exist i~ Japan, and t o 3 lesser extent in the Uni t ed 
States, and possi.bly, South America . Alaska boctomfishing would also 
increase the opportunit ies for fish oroce~sing in Alaska . Bottomfishing 
would reduce the seasona~icy of Alask3n tishini because these fi sh can be 
taken during winter months . 

2. ?resent :5 t.:icus 

Fish products are second only t o pec roleum as a cont~ibuto r t o Alaska's 
economy in terms of value of production. In l975, k4 2 million pounds of 
fish were caught in Alaskan ~acer s , wich .:i value of abou t SL 25 million. 
About 58~ of the catch, and nearly half the f lsh valu~, cons~s ted of fish 
caugh t off the coas t of centra l Alaska (Figure rtt - 6 and Table IIl-J) . 
About 8~~ of t h t t o t al U. S. commercial c.!tch comes : rom Alosk.an '../ate :-s. ~or 
several yea r s , Alaska was one o f the leading sta t es ~n cer~s of value of 
fish landed, a~d Kodiak ~as one of the l eadin~ ?O rt 3 i~ th<.! nati0n = ~ = 
•1alue pai d t o f isher.nen . :\bout 5;; of chc ed!.ble 31.!.:t:'.ood expo::-t eci f r ,1m r::h i:? 
United St3tes is exported through che Alask3 Cuscoms Jist=ict an~ i s 3hi?ped 
mos tly to Japan and Canada . 

r--_ ,., Arthur D lJttle. lr.c. 
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TAl.ILE III-3 

CATCH AND CROSS VALUE 'l'O FISHERMEN 
OF FISll LANDINGS JN ALASKA llY REGION , 1960-75 

(catch in millions of pounds, value in thousands of dollars) 

Catch Value 
Southeast Central Western To ta l Southeast Central \~es tern Total ---

1112. 8 126.J 89 . ,, 358.5 $10 , 240 $15,126 $15,567 $L10,93J 

ll10. 2 195. 2 155 . I L190. 5 19 , 896 22, 252 27, 931, 70,082 

100 . 2 269.J l 6l1. 0 533 . 5 19,998 110,681 36 , 8 18 97 ,1197 

62. 1, 256 . 8 123.0 1,1, 2. 2 25,3 13 60 , 97 1 1,2,91,7 1:u, , 931 

A luslw Depa r L1111.!ll t uf 1' J sit Utlll C:.11110. tt nd the Depa r Lmen t or Co111111e r ,: e und Eco110111 l c 
Development. 
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Shellfish have become the principal type of fish caught by Alaskan 
fishermen (Table III-4). Until th~ early 19i0s, salmon accounted for 
the largest portion of the total c: :ch. Since then t~e salmon catch has 
been declining because of the abnormally high mortality races for juvenile 
salmon spawned or reared during the severe winters of 1970-71 and 1971-72. 
This short-ter.n decline compounds the impact of a long-term decline in the 
salmon catch Eor the past 30 years, which resulted from overfishing 
between 1920 and 1940 . In 1976 and 1977, there was a significant incr£ase 
in the salmon catch. In 1976, the shellfish catch included 106 million 
pounds of king crab, 81 million pounds of snow crab, and 129 million 
pounds of shrimp . Other important species ~f fish caught in Alaska 
include halibut, with 27 million pounds caught in 1976. 

Fish processing is becoming i~craasingly important in Alaska. ~~re 

than one-third or Alaska's ~anufacturing employment is in fish processing . 
Canning sal~on and shellfish is the ~ajor processing activity , but 
freezing is gaining in importance. ~lose canneries in Alaska are ot.i11ed 
by out-of-state interests and are operated, as has been the case histor­
ically, by a seasonal labor force, recruited primarily in Washingcon, 
Oregon, and California. Thus, t~e processin~ of sal~on in Alaska i s 
essentially a nonresident activicy , while most shellfish is processed 
in-s t ate by Alaskans. 

In 1975, t he wholesale value of canned Alaskan tish produce s was an 
estimated $108.9 million -- about 68~ of which was canned salmon . The 
wholesale values fluctuate from year co 1ear . The highest v~lue was SLJ9 
million in L970 (Table !II-5). The wholesale value of fresh froze n fi sh 
in 1975 was approxima t ely $173 million. The largest value was for crab 
( $99 million) followed by salmon ($32 million). [n 1975 an esti::tatt!d 
1.2 million cases (~S one- pound cans) of canned salmon produce s were 
produced. 

Until statehood , Alaska ' s comme rc.L.:il fisheries were :nano.gad b;: the 
Bureau of Cor.unercial Fi sheries in the Department of che Inte:-i.or. T!iere­
after, management r esFonsibilicies w?. r e transferred co t he Sea t e Dcra r~ ­

menc of ?ish and Game. 

3. Problems 

The fishing industry in Alaska is aeft!cted by economic uncertainties 
resu l ting from a l imited f~shing season, the uncer t ainty o~ the size of the 
annual catch, and fluccuations in the market price for land ed fish . The 
l972- 7S decline in the sal~an catch si 1if ic~ncly affecced emplo~nenc amon~ 

f ishermen and in flsh processing. Th· .11gh cos es of ope ration in Alask.::t 
in the face of low market prices chat barely cove r operating coses have 
limit ed the pro~ itabilicy of ~lshin g accivi cies . The fish processing 
indus cry in Aldska is fac~d ~ith the p r?bl~rn of high operating cos ts 
compared ~ich uche r pr oduce r s serving expo rt markets . Hiih labor and con­
struction cos rs li~it t~~ :ompet itiven~ss of certain Alaskan f !sh produc:s 
tn expo r t ~ar~e t s . 

l r!-25 
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1'Al3LE II I-11 

TOTAT. ALASKA FISHERIES CATCH 
AND VJ\1.UP. TO FISHERMEN, 1960-76 

(ca tch in millions of pounds, value in thousands of dollars) 

Salmon Shellfish Other li'ish Total 
'ounds Value P0unds Value Pounds Value Pounds Value 

1960 207.1 $ 33,5711 /12. 1 $ 3,138 109.3 $ 4,222 358 . 5 $ 40, 931, 

1965 274.8 l18 , 27L1 L57.5 14 , 509 58.2 7,299 L190. 5 70,082 

1970 Jl16. 5 67 , 975 J 52 . I 20,525 35.0 8 , 997 533.6 97,497 

1975 137. 6 55 ,302 2116 . 9 55,272 52 . 0 J/1,357 l137. 3 1211, 93 l 

1976 2113. 7 103 , 769 317.J n.a. n.a . n.n. n. a. n. a . 

n.a. = not available 

So11r ccs : Alaska Department of Flsh ~i ncl Cume nncl the Department: or Co111111crcc and Economic 

Oc vc1op111cnL . 
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TABLE IlI-5 

HllOLESALE VALUE OF ALASKA FISHERY PRODUCTS - 1960-75 
(in thousands of dollars) 

Canned Fresh Frozen Cured Other Total 

1960 $ 81 , 302 $ 12,185 $ 1 , 973 $1 , 229 $ 96 , 689 

1965 120 , 1176 112 , l102 J,207 l187 166,572 

1970 139 , 31, 5 61, 833 12 , 7118 5 213, 931 

197 5 108 , 876 172,893 11,111.1 18 29J,198 

Sources: Alaska 1Jepart111ent of Fish anc.1 Ga111e and the Department of Co1111nerce and 
Economic Development 



I 
I 
I 
I 
I 
I 

I 
I 

' I 
I 
t 
I 
I 
I 
• • 
I 

A major problem affecting the past and potential development of the 
Alaskan fish products in~~stry is the management of fish resources. 
Effective manage~ent of fishery resources requires policies that limit 
the size of the annual catch so that the resource is not depleted, and 
that achieve a sustained yield. It also requires development and main­
tenance of hatcheries and spawning areas. 

In an effort to keep salmon stocks from being furtheL deplP.ted, the 
state enacted a limited entry law in 1973 to limit the number of fishermen 
permitted in the Alaskan salmon fisheries to the 1972 level . The rationale 
for this law was that between 1961 and 1973, the number of people harvesting 
the dwindling stocks had more than doubled. This program probably was of 
minimal help in solving the problem, because it did not limit the amount 
of fish that could be caught by each fisherman . 

The lack of suf ficient information and research on fish resources has 
hampered effective resource managemenc. For example, king crab and Pacific 
perch resources were damaged before research informa tion for use in their 
management coul d be made available. Federal and state budgetary limita­
tions have hampered such research in the pas t . 

One potential problem fa ci ng the industry and one which is ~ncrcasingly 

being discussed by Al aska fi s hermen i s the po t ential eff ects of polluti on 
from mineral explora t i on and development on Alaska' s fi~h r esources . 
Increased oil explora tion, and eventual , r eduction of uil in OCS areas 
presents a growi ng ris k to fis hing areas . This r isk includes t he po t ent ial 
pollution from pipe l i ne termi nals and near-shor e pe troc hemical facili ties 
as well as the r isks of la rge- size oil s pills in the ea rthqua ke- pr one OCS 
areas. Pollut i on potential fo r fr eshwate r f i sh i s a l so present f rom 
activi ties s uch as coal mini ng , canning , l ogging and pulp oper a tions , and 
me ta l extrac ting and r edL1ction . Little i s known about the spec ifi c e f fec t s 
o f pollutants on fis hery r esources unde r t he cold cnv i r o11menta l cond i tions 
tha t cha r ac t eri ze ~laska . 

One fac t or tha t has he re t ofor e limi t ed t he development of Alaska 1 s 
fishing i ndus try has been the l i mita t ion of the U. S. t e rr i t or ial sea , and 
thereby, the proprie t a r y f ishi ng i nte r es t s o f the St a t e of Alaska, t o a 
three-mi l e limi t. Befo r e enac tment of the 200- mile limi t, fo r eign s hi pp i ng 
f l ee t s , especial ly the J apanese and Russ i an, have ca ught more tha n l1 bill ion 
pounds of f i sh annual ly f r om Al askan wnte r s , compared t o 800 mlllion pounds 
caught by U.S. f Lshc rmen in the same water s . 

4 . Outlook and Opportuni t ies 

Three r ecen t devel opments wi ll contribute to t he expansion of the 
Al as kan f ish i ng and f i sh process ing i ndust r y : 

• 

• 
• 

Legisla t ion provi d ing fo r the co 11 ~t ruction of f'ls h 
hatche r ies , 

Establishment o f the Alaska Fi she r ies Council, an<l 

Ex t ension of the U. S. terri t o r ial sea t o 200 mi l es . 

111- 28 Arthur D Little. Inc 
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Legislation enacted in 1974 provided for the construction of private 
nonprofit salmon hatcheries. Guidelines have aLo been established for 
the organization of regional associations to institute and coordinat~ 
private hatchery development at the local level. The concept of regional 
organization is patterned after the Prince William Sound Aquaculture 
Corporation which represents fishermen, processors, native groups, and 
other resource users in the Cordova area. This organization has under­
taken a substantial hatchery development on Evan ' s Island . In 1976 the 
state legislature established a $200 million loan fund to support hatchery 
operators. In January 1977 the state sold $29 million bonds to build 
additional state hatcheries. 

Permits have already been issued to construct private hatcheries and 
applications are being made by a number of different organizations. Should 
"proprietary" fisheries created by private hatcheries prove to be finan­
cially successful, a salmon farming industry may emerge over the next 
several years. Such a proprietary fishery conceivably could attain 
economic importance in its own right, while at the same time contributing 
substantial numbers of salmon to the common property fishery. 

In early 1976 the state established a permanent commission, the 
Alaska r.isheries Council, to set goals for hatchery production .:ind to 
direct state assistance to affected individuals and businesses in th~ event 
of fishery failures such as the 1975 sharp decline in the pink salmon 
harvest in the Southeast. 

The pas sage of the U. S. Fishery Conserv:..i tion and 1-lanagement Act f 
1976 established an exclusive fisheries conservation and ruJnagemenc zone 
200 nautical miles offshore. Enforcement of this Jaw beg.:rn March l, 1977. 
One purpose of the law is to develop the unde rutilized bottomfi.sh res.iurces 
off the Alaskan coas t . Under U.S . jurisdi.ctfon, fo reign ships wtll con­
tinue bottomfishing in Alaskan waters ; but unde r a new llcensing system, 
when U.S. industry is able to undertake production, U. S. producers will 
receive preferential harves ting allocations. Currently, a number of 
Alaskan fis he rmen ore investigating the posslbllity of delivering fish 
di1:1?ctly to foreign (i.e., J3p.:rnese) mother- shlps fo r processing . 

The consequences to Alaskans of the pa ss.igt? of this ,\ c t arc st?ve rnJ: 

• Through the regional council 111ech.1nts 111 1 ,\ln!:ik:rns w LL l 
have direct input into the dt?cislon-moking process 
regard1ng thl! management oE f lshcry s t ocks , 

• The supply of Ei.shery stocks s hould be Lncre<lscd 
through proper munogement tn coopernti.on with s tate 
authorities, 

• 

• 

An increasing propo rt ion of th~ s tocks harvested in 
the North PJcif tc should be harves ted by the 
domestic fleet , and 

A Laska ' s r isl\1;;?ry p l:mts and oper :1 t i.otHI w L l.l be morP. 
attractive to fore l gn i nvestment: . 

t lt-29 
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The North Pacific Fishery Managment Council has jurisdiction over 
fisheries from three miles to two hundred miles offshore in the Arctic 
Ocean, the Bering Sea, and the Pacific Ocean . The council was created by 
the Fishery Conservation and Management Act of 1976 . The areas of the 
Nor th Pacific accommodate more than 80% of the foreign fishing activity 
1)if the U.S . coast. Interested foreign fleets have been allocated 
portions of the resources within these fisheries only when the stocks 
are determined to be surplus to U.S . needs. 

The greatest opportunity for future expansion of the Alaska fishing 
industry lies in bottomfishing. The new 200-mile limit will limit the 
amount of bot comfish available to foreign ships, giving Alaskan fishermen 
a vast new source of fish supply. Only about 1% of landings by Alaska 
fishermen have been bottomfish. In 1976, before the new limit became 
effective, the Russians and Japanese, as noted above, harvested about 
4 billion pounds of bottomfish with an estimated value of $400 million . 

Bottomf ish ?toduction has not been undertaken because of economic 
r isk in the fac~ of competi tion from good quality, low-cosl imports f r om 
Japat· , Iceland , Denmark, Canada, and Norway . However , many plants and 
vessels working in the Alaska c rab, shrimp , and purse seine fisheries a re, 
wit\1 t he addi t ion of some new gear and equipment, capable of bottomfis h 
produc:ion. 

Japan would be the most likely marke t for Alask..111 bot t omf ish. In 
recent y~ars, Japan has obtained about one- fiftl1 of i t s food supp ly from 
AL1skan waters . Some of the harvest will probably be r educed to prevent 
further depletion, but the demand should r emain. The lower 48 will be 
nnothc r potential market, but probably a mo:e limited one because of l ow 
U. S. demand for bottomfisl1. ln gene ral , thu in c reas ing Japanese demand, 
improving marketing acceptance Eo r bottomfls l1 i n the Unlted Stntes, and 
:- !.sing market prlccs wlll result in lncreased harvcsti.ng of bottomfis h. 
Alaska's ndtive corpornt lons are .::i potential source of inves tment in 
bottomfish harves ting and process ing. Thei r lnvolvemcnt could l1u l p keep 
the value udde<l (rom flshlng-r c lated industries within th e s tat~. 

The state h.::is r ecognized the huge potent L.1 l fo r AL1skn bot: tomf i s hing . 
The Alaskan Department of Comme r ec and C:conom I c Development has undert.::iken 
..l } rogr :1'i t o s timul<it e bottomf l.shlng . Unde r this program, the s t a t e wil.l 
select two fl rms to negotiat e a cont ract whereby they 1.iill be reimbursed 
up t o $LSO , OOO each for bottomfish products so ld a t l ess than cos t. 
Dctai..tcd product Lon and s.1 l cs r ec.o rd s wi.l l be mu int::i l.ned by the con tra<.: c:ors 
and pubLLcl.y reported in order to prnvide othe:.· pot nti ~1l bottomEishing 
<.:o nr.tac tors w'i. ch ade<\tWtc in fo rmation with which to :.;t:i rt s imi.lnr 1)pen1t1ons . 

Expnnc.led bottomf tsh f I.sh lng otf.e rs the potent ial for further develop­
ment o( Cish process ing ln i\lusku . Trnditionnl :ictivities ::-. uch n~ fish 
f. r ee?.lng would expand to prncl!sR Lho..: new cntch, but additional products 
such n:; tro7. e n fl~h s ticks and fis h b3lls a r e also poss lbl.e. One ques t ion 
raised by U.S . boctomfis hing Ls whether foreign p rocesso r~ shoulJ be 
allowed to handlt:! U. S. -caught fi. h ln the :1bscnce (or even with the avail­
~b L.L.lty) of Americon proce~;s lng c:.1po.b lHti~s . One poss ib Llity i ~1 to '>e ll 
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the catch to the Japanese for processing on ships off the Alaskan coast. 
Such an arrangement l!ould adversely affect the potential employment in 
fish processing activities in Alaska . The existing processing facilities 
i n Alaska for bottomfish are inadequate. 

If processing and marketing components of the fishing industry 
continue to be dominated by the Japanese and by Washington-, 0Legon-, and 
California-based firms , the State of Alaska and its residents will only 
receive limited benefits from expansion of the industry . Cooperative 
processing establishments and processing by Alaska's native corporations 
could alter this trend. 

Alaska's freshwater resources should not be overlooked in an appraisal 
of Alaska ' s fish potential . Whitefish and other species appear sufficiently 
abundant to allow for regular carefully controlled harvest, but problems of 
transportation and marketing have not been analyzed. It will also be 
necessary to resolve conflicts between the commercial harvest of fresh­
wat er fisheries and increasing demands on this resource for sport f ishing . 
The po tential of converting cl1e present subsis t ence use of the fisheries 
resource by rural Alaska na tives t o commercial harvesting should also not 
be overlooked . 

The va l ue co the state's economy of Alaska spo r ts f i sheries i.s es ti­
mated at $8 1 million in 1971 by the Alaska Depa rtment of Fish and Game . 
Tl1is was measured by receipts f r om che bale of more tha n 93,000 licenses 
and , in addition, the estima·ed expend itu r es of cha some 79,000 persons 
who fis hed for sport in the s t a t e , fo r such things as tr:rnsporta ti.on, food , 
lodging, boa t s , motors , and cackle . 

Figure IIl-7 5r;:iph icaJly shows development pot entlal for the s t a t e ' s 
f i s he ry resuurccs . 

[l[- Jl 
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D. OIL AND GAS 

1. Summary and Overview 

With the recent completion of the trans-Alaska pipeline and tl.e ship­
ment of oil from Alaska's Prudhoe Bay region t? the lower 48, oil and gas 
production is becoming the prj ncipal contribut .:1r to the Alaskan economy . 
Oil anc gas development is noc significant because of its direct employ­
ment imp~ct -- the industry is very capital-intensive - - but rather in 
the revenu~s it brings to the state and in the potential for oil- and gas­
related secfmdary development in Alaska. 

Before the r~oduction of oil at Prudhoe Bay, the oil and gas industry 
was concentrated in the Kena: P~ninsula/Cook Inlet area. Since the begin­
ning of oil and gas production in the area in the 1960s , petroleum pro­
duction ranged from 66- 84 million barrels per year . In 1975 Alaska 
ranked seventh among the oil-produc jng states, accounting for less than 
2.5% of total U.S. crude oil production . 

With the beginning of production of Prudhoe Bay oil in 1977, Alaska 
is assuming a dominant rol ~ as an energy supplier to the Uni t ed States. 
Prudhoe Bay production i~ expected to average nearly two million barrels 
per day by 1980. 

Nost of the oil and gas produced in Alaska has been expor ted to the 
lower 48 or other countries . The low sulfur contenc of the oil from the 
Kenai/Cook Inlet fields has been particularly desirable on the U.S. West 
Coast for the production of low- sulfur fuel oils . Much of Alaska's natural 
gas has been exported to Japan via a liquefied natural gas termina l on the 
Kena i Peninsula. 1Uaska has only about 98,000 barrels per day of r e finery 
capacity . 

The g reatest uncertainty about f uture oil a nd gas development in Alaska 
is availability of land and offshore areas for futu r e oil and gas develop­
ment . An estimated 83% of s pec ula tive r ecover able oil r es e rves and 86% 
of specul~tive recove rable gas reserves a re owned by the federal gove rnment, 
with most of these reserves l oca t ed offshore . Availability of these a reas 
for fu ture development will depend on federal government leasing policies 
and environmenta l r egulations . 

Alaskan oil produc tion may also be affect ed by t he r esolu t ion of 
regula t ory issues surrounding the movement of Alaskan oil from the U.S . 
West Coast t o the East and Midwest and t o J apan . The high costs of l abor, 
conRtruction, and ope r a tion in Alaska may limit t l1e competi tiveness of 
futu~e oil and gas products manufnccured in Alaska. 

Alas ka's huge potential for oil and gas deve lopment lies in its vas t 
r ese rves. le has been es t i ma t ed t hat Alaska cont ains 27 billion ba rre ls 
of undiscove r~d r ecover able oil rese rves and 76 billion cubic fee t o f un­
discove r ed r ecove r able gas . t he Cook Inl et a r en is the location fo r much 
of these r ese rves s nd has been a cent e r of s ubs t a ntial new oil and gas 
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exploration . The federal leasing policy with respect to the OCS areas in 
Cook Inlet and Prudhoe Bay will determine the rate at which Alaskan oil 
reserves will be d£veloped. 

In the near term, the development of gas supplies from the Prudhoe 
Bay field and from South Alaska could constitute the largest investment 
programs in the U.S. oil and gas industry. The most immediate project is 
the proposed 4700- mile gas pipeline which will permit movement of gas from 
Prudhoe Bay to the lower 48 . 

The state can expect significant direct and indirect economic benefits 
from expanded oil and na t ural gas production . It can expec t vast revenues 
from oil and gas royalt ies . Construction would increase because of the 
need for pipelines, access roads , storage facilities, and port facilities. 
The deve l opment of a petrochemical industry using royalty oil and gas is 
also a possibility . The state is currently considering four proposals 
for the construction and operation of a refinery and petrochemical complex. 

E:<pansion of petroleum- based chemical production in Alaska would pro­
duce downstream economic bene f its. Supplies which have he retofore been 
i~po rt ed -- ferti lizers and pesticides for ag riculture and as phalt fo r 
construction, as exampl es -- could then be :;uppl ied by i n-state sources, 
a t a lower cost. 

2 . Present Status 

With the recent completion of the trans- Al aska pipeline and the shi p­
ment of oil from 1Uaska ' s Prudhoe B.:iy r egion t o th l:! lowe r 48 , oil and ga s 
produc tion is becoming the principal contributor t o the i\l .:i skan economy . 

Alaskan oil and gas deve l opment has no t been slgnl f Lc::int i n lts direct 
emplo~nent impact -- t he industry is very capital-intensive but rather 
in the revenues it brings to the s t nLe and in the pot ential fo r oil.- and 
g:is-re l a t ed s eco nda r y development in Alask.::i . Emplo yment in t he o il .:rnd 
gas industry was about 3600 in 1976 , about 2% of th~ s t a t e ' s t o t al empl oy­
ment. This amount ls only slightly highe r tl13n the 3200 employees in 1969 
(2.S f. o f t o t al employment). The numbe r o f emp loyees fo r 1977 and subse­
quent yea rs ~ill undoubtedly be sr. 1ewha t hlghe r becnusc ch~ ~nployccs who 
opera t e and na l nta in the pipe line wi ll then be Lnc lud~J . 

Except fo r a small oi l produc t ion and refini ng op~ra clon from 191 1 t u 
l 93 L i n t he Ka t a lb tield on the GuH of 1Uaska e.::is t oi Co rdov.,11 t here wns 
no s i.gnif l eant comme r cial development of Alaskan o ll r eser ves until thc 
1960s . The oll indust ry had di r ect ed l t s at t ent ion to t he ~xplo rn tlon of 
o i.l ln Texas and Louis i nna , whc r e produc tlon cos t s we re lower :ind t he 
c ll mn t c was less h.i r sh. Techno loH lco l advances ln thi:! i ndus try nnd chc 
need to develop new s our ces of domcs t lc o l l l i:!d co t he discovery of oil 
by IUchf le ld 011 Co r po ration on the Kl? na l PenlnsuJ a . 

[[l- J6 Arthur D L1ule Inc 
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1960 

1965 

1968 

1969 

1970 

197l 

1972 

1973 

19 71+ 

1975 

1976 

Sour ce : 

TABLE III-6 

HISTORICAL ALASKAN OIL 
AND NATURAL GAS PRoryucTION 

Production Amount Production Value 

Oil Natural Gas Oil Natural Gas 
(1, 000) (MM cu ft) ($000s) ($000) 

558 246 1,228 30 

11,128 7,255 34,073 1,799 

66, 204 17,343 186,695 l,, 388 

73 , 953 50,864 214, 464 12,665 

83 , 616 111,576 25 1, 684 27,448 

79 t 4 94 121,618 257,562 p ,878 

72,893 125,596 235,44l+ 18 ,463 

72,323 lJl , 007 26 1,877 19,483 

70,603 128,935 347,408 21 , 919 

69 , 834 160 ,270 J6l11 630 48,402 

65 , 675 153,499 352,675 SJ I 725 

U.S. Department of the Interio r, Bureau of Mines, Minerals Yearbook 
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Before the production of P.rudhoe Bay oil and the construction of the 
trans- Alaska pipeline, the oil and gas industry was concentratec in the 
Kenai Peninsula/Cook Inlet area (Figure I i~-8). 

Since the beginning of oil and gas production in the Cook Inlet/Kenai 
Peninsula area in the late 1960s, petroleum production has ranged from 
66-84 million barrels per year. Oil production reached a high point in 
1970 when 83 . 6 million barrels were produced. Gas has been produced con­
currently with oil. Gas production has increased rapidly since the 1960s 
reaching a peak of 160 billion cubic feet (cu.ft . ) in 1975 (Table III- 6). 
For the past two years annual production has avtraged more than 65 million 
barrels of oil. In 1975, Plaska ranked seventh amonJ the oil-producing 
states, accounting for less than 2.5% of total U.S. cru~e oil production . 

With the beginning of production of Prudhoe Bay oil in 1977, Alaska 
will assume an increasingly important role as an energy supplier to the 
United States. Production is estimated to be about 1. 2 million barrels 
per day (bbl/day) by 1978, the first year of the estimated 20- 30 year life 
of the field. Production is expec t ed to increase t o about 2 million bbl/day 
by L 980. By 1978, iUaska will be the third largest oil-producing sta t e in 
the nation. 

Host of the oil and gas produced in Alaska has been e:"ported. The 
in-state market for oil a nd gas amounts to 011ly 2J million barrels of oil 
per year and 72 billion cu . f t. of gas per year . ThL law sulfur con t ent 
of the oil from the Kenai/Cook Inlet fields l1as been ~articularly desirable 
on the U.S. West Coast for the production of low-sulfur fuel oils . 

Gas has been exported to Japan v in a liq ueEled na turnl gns terminal un 
the Kenu.l Peninsula. In 1975 LNG exports :imounteJ to 65 billion c: u. Et . or 
25% of total JUaskan gas produc tion . About 9% ot Al. at.k:m gos production is 
u::;ed to make arnmonio and urcn at plants co- loca tt:d \,Ji.th thl.! LNC tetlnino L 
Table IIt-7 shows t ;'at t he major use of gns (37%) is t o m.1xi.ml:.:e oil 
production by reinj ec~ lon. 

The deve lopmcnr of o.l.l onJ g~ts r eserves hus provldecl the st.:ite with a 
major source of r e venul;)s (Tab Lt:: l Il-8). The $936 . 9 milli1>n shown for 1970 
represents lease poyn11.mts by the oll companies fo r drilling rights in th~ 
Prudhoe Bay area . 

Alaska has .:ibout 98 , 000 bbl cloy of r ef lner y cap.:t c lty . Until recently, 
the s ta t ~ ' !J rl.!tining capacity h.::i s been located on the K11n.;1 j Peninsula . A 
new 25 ,000 hb.l /dny relinery has just been compl t! t eJ ut North Po l e near 
Fn irbank:; to serve Interior mnrkccs . ARCO hn::i bullt R 13,000 bbl/day 
refinery at Prudl1oc Bay to support cxplorncton ~nJ production opu r~tlons o n 
t h~ !lo rth Slope. Bec~usc the 1 lmi. ted ln-:>tnte markt!t h:rn p r o.! 1! Luded t:h' i.n­
r 1u:.;ion of ~tll t:ypcs of. rcfi.1111d product production, Alnsk.1 ha s lrnd to lmp1.HC 
a porti.on of it:; i::o ns1imptlo n of reftnud proJuccs . F.xc; 1.: ss prod 11 l:t lon nf 
c rude gaoolin~ hns bet! 11 cxpo r cl.."d :J i1 o blending stock to Wes l C0,1st rcdineril.!S . 
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TABLE III-7 

ALASKA.i\I CONSUNPTION Al.\ID US E OF GAS 
(millions of cubic feet per year) 

1 tility Sales 

Electric Power Generation 

Unclassified 

Petroleum Related 

Subtotal-in- state 

LNG Exports 

Amonia/Urea Exports 

Oil Field Re i njection 

Total 

Volume 

12.6 

25 . 4 

3.3 

31. 0 

72.3 

64 . 8 

23.9 

95 . 2 

256 . 2 

Percent 

5% 

10 

1 

12 

28 

25 

10 

37 

100% 

Source : Kent Miller and Oliver Goldsmi t h , Energv Consumption i n Alaska , 
prepared for the Alaska Department of Commerce and Economic 
Development, January l977. 

Ye.:ir 

l 9b l 
1962 
1963 
1964 
1965 
1966 
l 967 
1968 
1969 
1970 
19 7 1 
1972 
1973 
l 9711 
1975 

TABLE I [(-8 

STATE REVENUES FROM PETROLEUM INDUSTRY - 1961-7 5 

Petroleum Revenues Pe r cent of Total 
(in millions of current $~ Revenues 

$ 4.2 6. 0% 
26.0 28 . 7 
27. 9 26 . 6 
15.0 l l. .'.i 
16 . 6 L 1. 0 
2 l. 7 14. 2 
2 l. 6 l 2. 8 
43 . 9 24 . 2 
34 . 7 18. 5 

936 . 9 81. 7 
,, 7 . 5 l 3. 3 
49 . 3 12. 9 
50 . 3 L 2. 7 
90 . 8 20 .9 
80 . l 13. 4 

Source : Starn or Alaska , Annual Fi.nancJ.al Reports , 196 1-1975. 

I II-38 

Pe r cent Excluding 
Bonuses 

3. 9% 
8 . l 

11. 5 
8. l 
7.4 
7. 7 
8 . l 

13.7 
18. l 
LS. 0 
13. 2 
12 . 5 
10.9 
16. 1 
12. 9 

Arthur D Liule. lnc. 
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The Collier Cha~ical Company has established a chemical plant based 
on methane. Using methane gas received from the Cook Inlet oil field, 
its facility in Kenai has been producing airmonia and urea for export 
primarily to the states in the Pacific Northwest. The recent doubling 
of capacity in both products has had a very positive economic impact 
in the Kenai area. With the new facility in operation, more than 250 
people will be directly employed. This project has stimulated a new 
cycle of growth in the peninsula city . 

3. Problems 

The future of oil and gas development in Alaska will depend on 
(a) the availability of Alaskan land and offshore areas for oil and gas 
exploration and development, (b) the resolution of regulatory issues 
concerning movement of Alaskan oil to the U.S. Midwest and East Coast 
and Japan, and (c) the establishment of a market in the lower 48 or 
abroad for petrochemicals. Additional factors will include the 
acceptability of high-sulfur North Slope oil for U. S. refineries and 
Alaskan and world crude oil prices. 

The greatest uncertainty about future ~il and gas development in 
Alaska is the availability of land and offshore ar1!!as for oil and gas 
exploration and production. Most oil and gas reserves are under !:ederal 
control. The State Division of Geological and Geophysi~al Survry esti­
mated in 1975 that nearly 83% of speculative recoverable oil res~rves 
and 86% of speculative recoverable gas reserves w•=re owned by the Federal 
Government. Availability of these areas fot future development will 
depend on governmental leasing policies and environmental regulations. 

While most (90%) oil production (including that in Pcudhoa Bay) ls 
occurring on state lands, much of the state 's richest r ese rves are on 
federal lands. One such ared is Naval Petroleum Reserve Number 4 (now 
National Petroleum Reserve). A 26- well explore.tory program j,s now 
underway at Naval Petroleum Reserve Number 4, known as PET-4, located 
just west of the North Slope field . The Federal Government has signed 
a five- year contract with the Husky Oil Company to conduct exploration 
on PET-l1 . 

In June 1977, the U. S. Depar tment of the Interior assumed jurisdiction 
over PET-4 with the charge to r ecommend .1 d1.:?velopment plan to Congress by 
1980. 

Potentially greater reserves are to be found on the Alaskan Outer 
Continental Shelf . The nation's official co~nitment to pursuing gr ea t e r 
energy self- sufficiency has placed a high priority on lease sales on the 
OCS. More than 60% of the U.S. OCS lief; off Alaska . The Gulf of Alaska 
is regarded by the petroleum indust ry as among those U. S. offshore a r eas 
with good potenti31. The latest offshore oil lease sale in the Gulf of 
Alaska was held in October 1977 when 1.;even lower Cook Inlet trac ts were 
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won in federal lease sale for almost $400 million. No production is 
expected from these areas until the 1980s . The rights to OCS oil and 
gas are held by the Department of the Interior. The department's 
policies in leasing these areas for exploration and development will 
help determine the pace of future. development. The potential adverse 
environmental effects of OCS oil exploration and development in Alaska's 
fishing waters may constrain or delay future OCS lease sales. 

The existence of a market for Alaskan oil will also determine the 
extent of future production . Most of Alaska's cuLrent production is 
being shipped to the U.S . West Coast , although some (about 150 , 000 bbl/day) 
is going to the Gulf Coast via the Panama Canal . There is concern among 
public and private offi cials that there may be a surplus of about 500 , 000 
bbl/day on the West Coast as North Slope output rises . Unless some means 
is determined for moving this oil elsewhere, Alaskan production may be 
affected. Various proposals have be~n offered for moving Alaskan oil to 
other sections of the lower 48. 

The development of a refinery and petrochemical complex that takes 
as its feedstock the royalty share of North Slope production is under 
consideration . The lack of a downstream chemical industry and a limited 
home market means that most of the new plant ' s output will have to be 
exported to foreign markets or the lower 48 . The delivered cost of the 
products to the customer must be competitive with that of other producers. 
However , Alaskan producec chemicals must bear higher capital, labor, and 
transportation costs . The attractiveness of creating additional value­
added processes from oil and gas wi!l depend on factors largely outside 
the control of Alaskans, including world petro~hemical capacity and 
prices. 

4. Outlook and Opportunities 

1Uaska ' s huge potential for oil and gas deve lopment lies in its vast 
reserves. Alaska is and will continue to be one of the preferred areas 
for oil ~nd gas development. 

a . Oil and Gas Reserves 

The mean value of U.S. Geological Survey (USCS) estimates of un­
discovered recoverable oil and gas resources arc some 27 billion barrels 
of oil: 12 blllion onshore and 15 billion offshore. Gas resources are 
estimated to be 76 trillion cubic feet: 32 trillion cu . ft. onshore and 
44 trillion cu . ft. offshore. As shown in Table ([I-9, there is con­
siderable uncertainty in the estimates, but based on the mean values, 
Alaskan undiscovered resources of oil and gas might comprise one- third 
of all U.S . undiscovered oil resources and one-sixth of all gas resources. 

Arthur D Li ttle. Inc 
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TABLE III-9 

ESTIMATED ALASKAN UNDISCOVERED RECOVERABLE 
RESOURCES AS A PROPORTION OF U.S. UNDISCOVERED 

RECOVERABLE RESOURCES - 1975 

Billions of Barrels Trillions of Cubic 
of Oil Feet of Gas 

Low Mean High Low Mean High 

Onshore 

United States 37 56 81 264 377 506 
Alaska 6 12 19 16 32 57 
Alaska 
Percentage 16% 21% 23% 6% 8% 11% 

Off shore 

United States 10 26 49 42 l07 181 
Alaska 3 15 3l 8 44 80 
Alaska 
Percentage 30% 58% 63% l9% 41% 44% 

Totals* 

United States 50 82 127 322 484 655 
Alaska 12 27 49 29 76 132 
Alaska 
Percentage 211% 33% 39% 9% 16% 20% 

*Statistical means are additive; high-low range values are not. Therefore, 
some distortion i s involved in deriving 1Uask;:i high- low percentages . 

Source: U.S. Geological Survey, Geological Estimates of Undiscovered 
Recoverable Oil and Gas Resources i n the United States , 
Geological Survey Circular 725, Washington, D. C., June 1975 , 
Tables 4 and 5, pp. 28-31 . 

Arthur D Little Inc. 
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b. Oil Developments 

When looking to the future of the petroleum industry in Alaska, it 
should be kept in mind that the Prudhoe Bay project on the North Slope, 
which holds one- fourth of U. S. proved crude oil reserves and nearly 10% 
of the nation ' s proved natural gas reserves, is simply one reservoir in 
one of Alaska's 15 sedi mentary basins . That is, development on t he North 
Slope represents only the beginning as far as potential oil development 
in Alaska is concerned. 

Much of Alaska ' s undiscovered reserves lie offshore in fede r al OCS 
waters adjacent to the known oil reserves of the North Slope and Kenai/ 
Cook Inlet region . Because exploration and development may span rive 
to seven years, timely approval of lease sales is important t o maintain 
and control production from South Alaska . Before announced lease sales 
dates, the Department of the Interior r eceives "nominations," or ' indica­
tions of interest in particular are,s from oil companies; these nomina­
t i ons are r eviewed by the USGS, which recommends which areas should be 
l eased. Fo llowing this review , the Department o f t he Inte rior determines 
the t o t al l ease sal es acreage and o ffe rs i t i n trac ts (mostly in 5760-
acre tracts) fo r bi ds. The USGS then eva lua t es the bids and recommends 
whe the r o r no t they should be accept ed . The Dep~rtment of the Inte rior 
may r eject bids if they are conside r ed t oo l ow. 

I n April 1976, the Gul f of Ala ska ' s I cy Bay a rea was the subjec t of 
th P. fir s t AlaskJn OCS f ede ral l ease s ale . Twenty companies pa7ticipa t ed 
in bidding a t otal of $382 million on the 10 trac ts receiv i ng the highest 
bids in t 11e s al e , out o f a total of $572 milllon bid on 81 trac ts . Shell 
(with 26% of the acreage), Atlantic Richfie ld ( 18~~ ), Texaco ( 14 %), a nd 
Gul f (13%) have the largest pa rtic ipation tn Lhe t op 10 tracts. 
Explo ration drilling is unde rway on sever al trac ts . 

Ear.lie r in Aug ust 1977, Int e rio r St:?c r e t o r y Cecil Andrus hac c:i n 1ounced 
the new OCS leasing schedule fo r 19 79-8 1. Thls new schedule drc ppi .d thrl..!e 
ot the 1.ndustry ' s t op five choices as p refe rred hu n t ln~ gr ounds ... 1. L 
t1 1 ree a rc in Alas ka : t he Beaufo rt Se:i beyond the bar rie r l ::> land .; ; Br l s to l 
Bay ; :.i ncl t he St .GP.n r ge Basin of the Bc rlng Sl!n . Also droppl!d fwm 1hc 
schedule wer e the Aleutian ts lands s.:i Le , Hope Bns i n , and Chukch i Set . • 
Table [lI-1 0 s hows t he sched ule fo r Al. .t ~k:rn a r e:is . 

The Fede ral Gove rnment contrul s ...ippro:d.m;.itc l y two- t hi rds of : he 
s t a t e ' s ons ho r e oi l ;:i ncl gas rese r ves .:ind 907. of the s t atc ' s offsh1 1 r e oil 
and gos reserves . The sta t:e ' s native co r po rations co ntrol a bout 20% of 
onshor e oil and gas reserves (Tnblc [l [- 11 ) . 

One of t he grc~1t cst po ::ential sources of oll onJ gas r evenues r emnln­
i n is on sta t 11 l ands is the s ha llow i3caufo r t S12a u r t.!.J l nuned fat ely nort h l'>L 
th l: Prud ho~ Bay f i e ld. This i <; one of ,U :isk:t' s m:ijo r oil bas i ns , .rnd 
s t udies Lndic nt c. 'pro du l: tion t::.n be both ecunomi.cu l.L y and envi.ro nme nt .1lly 
fe.:is lb l e . 

Anhur D Liu le. Inc 
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TABLE III-10 

ALASKA OCS LEASING-SALE PLANNING SCHEDULE 1978-81 

Federal/State 
(near shore) 

Gulf of Alaska 

Kodiak 

Cook Inlet 

Beri ng Norton 

Beaufort 

c 
T 

EIS 

. s 

1978 1979 1980 

T EIS , S 

c, T EIS s 

c T EIS, S 

T 

c T 

Coll Eor Nominations 

Announcement oE Tr.lets fo r Bidding 

Final Environmental Impact Sta t ement 

Sal e 

Sou.£££: OU .:ind C.:is Journ.:il , August L9 , 1977 

Owne rs hie 

St ~1t e 

Na t lve 

fede r a l 

Total 

TA13LE III- 11 

EST IMATED STATE , NATIVE , AND F£0E RA L 
SllARI::S OF S PECU LATl VE RE COVE RAB LE 1.H L 

AND GAS RESOURCES 
(pl:! t" <.:Cttt ) 

OH 
Onshore Off s ilo re Totul Onsho r e --

16. 0% S.Oi. 10 . 7% I l, • 1 ~(, 

20 . 0 6 . 7 18.8 

64 . 0 92 .0 82 . 6 6 7 . l 

100. QI; 100 . 0% 100 .0% 100 . 0% 

1981 

EIS , S 

C.::i s 

OfEshor~ 

8. 1% 

91. 9 

100 .0% 

Source : Stotc o( 1U.'.lsk.a , Ucpnrtmcnc o f N.'.ltur.:il Rc sourcc!l , Divis lon 
of Geologi cal :ind Gco physlca l Surveys . 

To tu l 

9 . 5% 

'·. 2 
86 . 3 

100. 0i. 

[[l-4 3 Arthur D Lil de Inc 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

c. Gas Developments 

In the near term the development of gas supplies from the Prudhoe 
Bay field and 1rom South Alaska could constitute the largest investment 
programs in the oil and gas industry. Current gas production from Cook 
Inlet is liquefied and sold only to Japan because of the historically 
low regulated price of gas in interstate commerce in the lower 48. 
Dwindling domestic gas reserves have forced the search for and purchase 
of higher priced gas and proposals by the Carter Administration, the 
Congress, and industry for at least an increase in the well-head price 
of domestically produced gas and a trend to permit rolled-in pricing of 
gas. Gas supplies from Alaska will be far more costly than existing 
interstate supplies of natural gas because of the much greater production 
and transportation expense. Two areas of Alaska constitute the areas of 
most probable 1levelopment . One is proven - - the gas supplies of the 
Prudhoe Bay f~eld of 26 trillion cu. ft . -- and the other is unproven, but 
believed to have large potential -- the 9.) trillion cu.ft. in additions 
to South Alaska 's onshore and offshore reserves . 

Future Alaskan gas will probably be transported by pipeline . Of 
three potential routes for the proposed gas pipeline, the Federal Power 
Commission has recommended and the President has approved the Northwest 
Pipeline Corporation's pr oposed route. The proposed pipeline would 
cover 731 miles in tUaska, 2000 miles in Canada, and about 2000 miles 
in other U.S . states . It would have a design capacity of 2. 6 billion 
cu . ft./day. The pipeline will cost an es timated $10.J billion, excluding 
$2-2.S billion for gas- gathering facilities a t Prudhoe Bay. Gas could 
begin flowing in 1983 although lack of commitments for investment in gas­
gothering facilities may delay the startup. 

In addition to the developmt.!nt of North Slope gas r eserves, there 
is a proposal for transporting Soutl1 Alsska gos to the lower 48. The 
gns would be pro<l11ced and liq11ef led for t ronsport to the proposed Point 
Conception, Callfornia, regasification t c nninal. However, such a project 
would depend on finding sufficient reserves to support the plant capaLity 
and the resolution of environmental and safety concerns. 

d. Othe r Industry Developments 

The trsnsfer of more than 40 mLU.lon ncres of Lrn<l from the feder;:il 
government t o JU.iska' s nat ive corporations may substantial l y affect oiJ 
production. Most of the native corpo rations which occupy potenti&lly 
rich oil and gas basins have consummated explorntlon agreements with 
petroleum firms (see Table UI-1 2) . 

The future development of oil and natural gns offers the potential 
fo r hug~ economic benefits to the state. The state will bcmetit directly 
from tho: royalty payment from oll an<l gas produced on s tate lnnds. For 
example, the 121f% royalty payments may produce a nnual revenues for the 
state thnt by 1980 may e~<ceed the cumulative petro.1.eum- related revenues 
received by the state during the first 15 years of statehood . 

Arthur D Little. Inc 
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TABLE III-12 

NATIVE CORPORATION DRILL!~G CONTRACTS 

Native Coroorations Contracting Comoanies 

Arctic Slope Regional Corporat ion 

NANA Regional Corporation 

Calista Corporation 

Bristol Bay Native Corporation 

Koniag, Inc 

Standard Oil 
Union-Amoco 
Texaco 

Standard Oil 

Shell 

Phillips 

Standq.rd Oil 

Doyon, Ltd. Louisiana Land and Exploration 
Champlin 
As land 

Ahtna , Inc. Amoco 

Chugach Natives, Inc. ?hillips 

Source: Alaska Pacific Bank . 

Other economic benefits wil l result from tht? construc t ion of facili ti e!j 
and the dt?velopm~nc of inf !:'a structure needed t o serv~ the pet:oleum ;l.ndustr_' . 
These ~ould include access roads, stor3ge facilities, ?Ort facilities, et c . 
For e:<ample, forther ;>ecrolecm devel opment in tht? Cook Inlec area can be 
expt?cted co increase t he seconda ry developm~nt chat has already taken 
place. B~fore the construc:ion of oil produccion t dcili ties ir. che upper 
Cook Inlec in 1967, ~enai ~as a small fishing village. Today che City of 
Kenai is the L1rgest cor:ununicy on the Kenai Pen!.nsul.l, ·..1ith a ;>opulacion 
of 6000 . 

The economic impaccs associ.lted with tht? construction of che Ala~kan 
oil pipel i ne ~ould also be experienced with the construction o f a natural 
gas pipeline -- but probably co a lesser ext en t because pa re of the pipe­
line rou t e ~ould be in Canada. 

Arthur D lJttle. lr.c. 
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Alaska can also be exptected to receive extensive economic benefits 
f r om OCS oil and gas production . Rights to OCS oil are held by the 
Depar t ment of the Interior. While the State of Alaska does not derive 
direct revenues from lease sales, the state does benefit from increased 
economic activity stimulated by exploration and development of OCS oil . 
For example , the cities of Seward and Homer are expected to grow sub­
stantially as a result of oil- related activity in the Gulf of Alaska . 
Plans ar-e currently being made by Dresser Industries to establish a 
barite plant, pipe storage area, and ship repair site in Seward. E:<xon 
will constr uct a pipe storage yard north of Seward . Other Alaskan cities 
can be expected to experience a similar escalation in economic activity 
and growth in value of taxable property as more OCS leases are auctioned. 

The value of oil and gas could prove to be even greater if petro­
chemical facilities are developed. 

The State of Alaska owns the oil and gas at Prudhoe Bay and will be 
receiving a royalty of 12~%. The state is expected to accept its royalty 
in kind and sell it to firms that agree to process the oil in Alaska and 
thereby strongly influence expansion of a petrochemical industry in the 
state. 

Four proposals for refinery and petrochemical projects have been sub­
mitted, each covering different sites and product mixes. The state 
Royalty Oil and Gas Advisory Board has selected the ALPETCO proposal for 
a basic petrochemical complex. Legislative approval will be required for 
the sale of royalty oil . 

Expansion of petroleum- based chemical production in Alaska wr•Jld 
produce downstream economic benefits (Figure III-9). Fertilizers and 
insecticides could become more easily available for use in local agri ­
culture. Many of these supplies have heretofore been imported. Asphalt 
production could result in a source of supply for the construction industry. 

The eventual production of petrochemicals in Alaska will depend on 
logistic and economic factors. The most obvious supply of the petrochemical 
feedstock is Prudhoe Boy -- an unlikely location for a petrochemical plant. 
The more desirable plant loc.:itions would be in southea:>tern ,\la ska where 
there would be year-round accLss t o water- bo rne transport . Current pro­
posals call for tanker transport of oil from Valdez t o the plant site 
selected. 

The most significant aspec t of the economics of AJ.askan pet cochemical 
production is the fac t that an Alaskan ethylene complex would have to com­
pete with producers on the U.S. Gulf Cease and Japan where world-scale 
plants, nearby markets, and deepwater ports in a mild climate add up to 
an imposing economic advantage . 

[ncreased produc tion of Alaskan oil through 1985 is predicated on 
timely approval of offshore leases and their successful development, and 
appro~~1 of transcontinental pipeline capacity to deliver West Coast 
surpluses t o the U. S. Gulf Coast and Midwest . 

rI (-46 Arthur D Little Inc. 
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E. COAf.. 

Coal production in .-Uaska has been ~e :y low . Despite the stat:'s 
huge coal reserves, ~ost coal produceJ in Alaska has ~een consu~ed in­
state , primarily for electric power l eneration. The principal co~ : pro­
ducir.g area is the Nanana coalfield south of Fairbanks, which produces 
most of Alaska's 700 ,000- 750 , 000 short tons of production. 

The principal obstacles co increased coal development have been the 
high cost of transporting coal to export markets and withdrawal by the 
federal government of ?Otencial coal producing lands f. r om development. 

Alaska has huge coal resources* - - an estiraated 981 billion : ons- ­
\•hich comp rise nearly t;,;o - thi rds o: c:he nae: ion ' s t o cal coal rese~es. 
~!os t of these resot: : ces are located in the )lor :hwest part of the St3.te 
on land closed co ~ineral developraen: and too re~ote to nake development 
feasibli. The ~reacest ?Otential :or fu tur e coal developcenc is the 
Beluga field ~esc: of Anchorage. Th~s ELeld ' s access : o C00~ Inlet aa~es 
its develop me :--. c economically :easible be~.luse the coal car. be e:90rt2c :i:: 
ship with ~ini:::al lanr\ t:-an,;;?or : a cion cost,;; . Ja?.:in ;,;-ould be the :::cs :: 
likely market for Beluga coal . Cual producti0n cuuld .:ilso ~~?and co meec 
increased in- scace ~e2~s ~o r electric ?Owe r genec3Cion, including cine­
~outh g2ner3tion oE elec tric power. 

2. Present Sc3tu~ 

Coal production in Alaska has o..:?en low , ar.d has chan3~d lit:tle s!.nce 
the mid-l960s . ?roduction has r.Jn g-:?d from about 550 ,000- 760 ,000 .;ilc rc 
tons; in 1976 it tota l2d 750, 000 shott t ons . The ttJO maju r pro<luci11 ~ .::o..il 
fi elds in t he s t a t e have been er e :·1:.l t;rnusk.'.l ti~lc! , north of ,\ncho r.:i~t.? , and 
.:he Nan.:ina field , sou th o r Fair~an'.-:.;; (Flbur c lir - 10) . ~lost of th.:! 3t ate ' s 
coal production !s now ~oncentr.:ite<l in the ~an.:ina ~o Jlfi~lJ ~hich ?roduc~J 
700 , 000- 750 ,000 tons ~nnually . Al.:iskJn coal hJs J ~Lgh ~oi.;cu r ~ :on::ent , 
but a low sulfur contt!nt o;.;hic ~ t:'..:il\.es it en•1lronm1tn::.Jlly desir.'.lble . .\lJs:<an 
coals a r e , raded £ram l!in!te ::o ~Ltuml~ous . 

::ea r l/' all of ::!lt.-'! ~oal ?toduc~d b .U.lsk.i .. s : " n::.ur.~d ~n :~e ;;::ace -­
?tlnc ip 111 ~ ~or ~Lec :r ic ?O~e~ 3ene~ati n. ~:~as: OQ~ ~f :u r~enc .::0n.;u~? ­
t lon of ~~al Jccur s !n a~d around ~~ic~Jnks l7 bl~ rtt-lJ) . . ~e bul~ of 
chat t-1.':) Ls uscc for che ge:1er .ltion ui -?lect:.-i .:t c:: . :n l~75 .:~.1 1 3~ r.­

e rJced elec t:-i~ i : y ?rJvid~d 39~ oi :~e ~l~ccr!~L:~ ;cn~~a:~d ;~r ~Jir~Jnk~ 
and l7~ of 3ll the e!ec :: i~!..c~ gene:.-3:~~ !~ AllJ~J ![~bl~ [![-l~) . 

~ ~~~our:~ • :h~ ~s:!~a~a~ quJ~c:.:~ ~= ·~~L ~~ :~~ ~round L~ iuc~ ~.Jr~ 

chat c?conor:iic .ax c-::"Jc:iun !...i .:ur : .!t~ : l:: H' ;Ji:>::l!n:Li:l:· t.?.J3:.b:\!. 

~~S\! ~·111 2 7~l.1 C: ;>o::-:ian .,f :h'.! L:t!n:i:~.J .::)J~ ~ :!~ou::;t.: :nJc .:.ln ·~..: 

c:!conom;..:.J_::1 JnC: :e~1!.:·: ::t!..:-• .3d H :~le i:i~I! J: !\!tcr~1:u:::..Jn. 

Arthur D uctle. Jr.c 
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JARVIS CREEK 
COALFIELD.-/:"\ ..... ~.;....;..--

EAGLE 
COALFIELD 

.... ~ 
~ 

BROAD PASS ~ ~ 
COALFICLD ~ 

c::J NA.NANA 
' COAL FI ELD 

BER ING 
RIVER 
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TADLC: III- 13 

ALASK..V-1 COAL CONS U~!:?TION 1975 
( t ons per year) 

All Uses Ele~tricitv Generacion 

I nterio r 75,000 75, 000 

Fairbanks 677,200 4 1~ .200 

To cal Alaska 752,200 c'..39 I 200 

Sourc e : Kenc ~ill er ~nd Olive r Go ldsmi t h , Ene r gv Consumocion in 
Alas ka . Prepared : o r St a t e of Alaska D~pa rcmen t of 
Commerce and Economi c Devel opmen t , January 1977 . 

TABLE nr- t~ 

ALAS!\.:\)! ELECT RICAL GE~IE~.\lI O\ ! B't' FUEL SOURCE - i 9 7 5 

Fuel Sou rce Pe rcent c f Tota l Fuel 

Fuel Oil 22% 

Na tura l Gas 53 

Coal 17 

:iyd ro 8 

To cal 

Source : ~en c ~iller a nd Oliver Goldsmith, Ener~v ConsumotiQn 
in A.bska . 

:: :- so 
Arthur D Uttle. lr.c 
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3. Problems 

Despite its '.luge coal resources, Alaska produces l ass cha:-i l~{ of 
the 670 ~illion t ons of coal mined i n the Vni : ed States each year. The 
principal l imitation O lt expanded coal production has hereto fore been tra~s­
portation coses. Because of the remoteness of much of Alaska's coal re­
serves, construction of high-cost land transporta tion facilities would be 
necessary to bring the coal to port facilities for shipment out of state . 
As noted elsewhere in this report, the Jones Act adds to t he transportation 
costs of coal exported from Alaska to the lower 48 states b.::cause it limits 
the transport of ~iaskan coal to the relatively high-cost ships built in 
the United Staces and manned by U.S . crews . 

In addition to high transportation and labor costs, ano ther factor 
inhibiting coal developmen t has been the fac t that more than thr:e-:ourths 
of lands on ~hich coal resources a re located cannot be leased for coal 
development. Some of t he best coal l ands are included in federal reser1es 
that are closed t o ~ineral deve lopment. The U.S. Depa rt~ent or the Inte r ior 
has jurisdiction ove r the 23 million acre Nat ion;:il Petroleum Reserve and 
could the refore withdraw up t o 4~~ of the state's potential coal producing 
land from cdnera!. developmen t. 

T.te unce::-tain s t acus of sor.ie Al:.sk.a land a re:.s i:l.J.Y constrain. : u:ure 
coal d~veloprnenc at leas t in t he shor e t erm. Tha resolution of native 
co r po ration l~nd ow~er3hip issues could determi~e the iutuLe use or ~ech o : 
th~ land on w~ich Alaska's coal resources are locac:d . :h? withdr awal of 
the so- called d-2 lands from dev~lopment by the Oepar t~et c of the Interio r 
coul d also ::ie:in th;:it certain potential coal producin; a r eas \>ould no:: be 
ava i lable for de~elopnen c . 

The po t~ntial .:i.dver se envi ronmental effec ts of 3trip min i ng could 
influence s t ate and federal policy on the availabili t y o f l ands for coal 
deve l opment . Underg round mining Ls not su itable for masc coal in Alaska be­
ca use of ics high cos t and because s t eeply dlpplns coal beds make excrac­
cion dit:kult. Stt i? ;:>its in a reas unda::-lain by pe r~afros t a re di~ficult 
co rehabil ic~ t d bec;:iuse of se~e :e e ros ~o n t h;:i c acccmpani~s t~e massive de­
~r:idation of per::ufros t. 

~ . Ouclvok Jnd Oppo rtuni:ics 

Alask.:i ' s :.otal coal resources a !"e hu 0e . However, the ce::ons c::-.:it:d 
r~se r~~ bdse of 6 ._ ~lll~on t ons is only sli~htly ~o re chnn l~ of t~e 
r.ati0n 1

.:> tot.:il coal : ese:-·1es . ~ie.:irly 90;. o : Al.isk.:i 's :esou :ces a r e loc.:iced 
in t he norchwes ter~ ?a r c of the s t a te, a v.:is:: and remoc~ region nea r the 
Acct Le Oce.:in ( Fi6ur e EI- !O .:ind Table III-l3) . The potential for min fog 
C.Ja l ln thi..> re6ion is st:iall bec.:iuse the a r.a..1 ls c.!.osed co d.:!velopr..en c by 
s c.:ica Jnc fe~~r.:il re~ul2 :: ion$ , 3 11d b~cJuse ch~ hi3h t :.:i~sporc.:ition cos es 

Arthur D Lmle Inc 
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to move the coal to markets make it economically infeasible. Although 
use of the passage through the Chukchi Sea has increased, shipping costs 
will likely remain prohibitive. 

Region 

Anchorage and South­
central 

Fairbanks and 
interior 

Northwest 

Total 

TABLE III-1 S 

ALASKAN COAL RESOURCES 

Ha.jar Coalfields 

Matanuska 
Susitna 
Beluga 

Nan~ma 

Jarvis Creek 

Northern 

Resources 
(billion tons) 

2 . 8 

104 .0 

874 .0 

980.8 

Source: Adapted from dat" of the Alaska Department of Natural Resources, 
Division of Geological and Geophysical Survey. 

A more likely location for expanded coal development is the existing 
coal production areas in the Nanana coalfield near Fairbanks, and develop­
ment of new fields in Southcentral Alaska. The fields in these area s a r e 
on state lands a nd are available for development . The most likely area 
for future development within the reqion is the Beluga coalfield west of 
Anchorage (Figure III- 10) . The Belugu coalfield lies some 45-60 miles 
west of Anchora ge near the no rthwes t shore of Cook Inlet. The area con­
tains an estimated 2 . 1 billion t ons of subi tumillous low- sulfur coal. 
Potential production levels from the Beluga field a re es t i mated to be about 
6 mi llion tons per yenr. The export of Belug3 cool could be economic3lly 
feasible because the closeness of the field to Cook Inlet minimi~es land 
transportation costs and becouse t he Cook Inlet location would permit water 
transportation to Japan (seven shipping days t o Hokkaido) and the U.S. West 
Coast (four and one-half shipping doys to San Francisco). Ice and high 
tide problems app~.:i r to be resolvable so th.JC shipping coulc.I continue 
yea r round. 

Develo pment of the Beluga fie ld would probably require the following 
inf rastructure facil iti~s : 

• A 27-milc railroad o r slun:: pipeline from the coal­
field to a coos t.:il generating or shipping station 
on Cook Inlet , 

Ut- 52 Arthur D Little. Inc. 
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• Transmission lines to provide power for the elec­
trical mining equipment, 

• Ship loading and storage terminals and poi:t facilities 
on Cook Inlet, 

• A washing plant to upgrade the coal and reduce trans­
portation costs. 

Placer Amex holds seven leases in the Beluga a.rea. Future develop­
ment of the Beluga field will probably have to awa1t a strong commitment 
from a potential customer before full-scale feasib i lity studies, explora­
tion, and testing can begin. It is expected that a small new town would 
develop in the vicinity of the proposed complex once production begins. 
The best quality coal would be e:<ported with the lower quality used locally. 

Exfansion of Alaskan coal production will, in part, depend on the 
growth in demand within the state . This demand growth will depend on the 
degree of economic and population growth within the state as well as the 
economic competitiveness of coal with other energy sources such as gas and 
oil. Coal will still be needed to meet the expanded genera ting capacity of 
coal- fired electric utilities. 

One alte rna t i ve for expanded coal production co meet in-state needs 
is to construct mi ne-mouth electric power generating plants and dist ribute 
power to the growing population a nd indus trial centers in the state. This 
may be more cos t-e ffective tha n transporting coal to existing or new elec ­
tric genera ting pl ants near devel oped a reas. If fed e ral limi tations on 
the use of na tural gas as a boil e r fuel limit further use of nat ur a l gas 
as a fuel for the electric utilities in the Anchorage a rea , greater use of 
coal can be expected to meet the i nc reasing power needs ln that a r ea . 

In general, major development of Alaska's coal rese rves will depend 
on the development of markets that will bear the transpo rta tion t o an ice­
free port in Alasb or the costs of yea r-round i ce- breaking in a more 
northe rn l oca tion. The Japanese market offers the best potential because 
of the proximi t y of Alaska t o J apan compared wi th o che r sources f ::om which 
coal can be s hipped to Japan . The Japanese have shown an interest in 1Uaskan 
coal by fi nancing explorat ion . Devel opment of the Beluga f ield with its 
access to Cook Inlet and result i ng low transportation costs offe r s t ile 
greatest potential for capitalizing on the Japanese market iur r0~l . 

The pot ential for exporting coal t o the l ower ~8 is small. The 
availability of su ffic i ent coal rcst?rves Ln the l ower 48 , and low~r 1..1bor 
and transport a tion cos ts would llmit the n~rke t fo r Alaskan coal. 

Majo r spinoff lndustries resul tin g from expanded coa l production 
would include ln creas~<l construc t ion ac tivity t o provide infrast ructure fa ­
c ilities such ns railroads, por t facil ities , and coa l h:rn<lllng facili ties . 
Overall develc. ~:n"''lt rnrent ial for conl is U l ust r a ted in r l gurc I11- l t. 

l Il- 53 Arthur D lJttle. Inc 
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c • s:._R.DROC~ '!Di::tl..l.LS ( ::xclud i.:1g coal) 

l. Suw:--.ary .nd Overvi.::w 

~ining is prese~tly an insignificant activity in Alaska. Employmen t 
in the me t al minin5 indus try in Alaska in 1976 was only about 200 people, 
the same as in 1970. ~!ost of Alaska's mining activity consists::>: :nining 
fo r sand and gravel . his t or ically, Alaska's mining activities have been 
concentra t ed in gold and cop p~r . Although minin~ in Alaska has a l ong 
his tory because of the size and diversity of the state's miner al resources, 
mineral production has declined over the l as t 25 years. 

~ining activity has dec lined in Alaska :or economic reasons. Coses 
in Alaska have been too high to make pro~uction economically :easible 
at the Norld price fo r t he various ~inerals. ~tining cos ts i~ Alaska 
e:<ceed those in t he lower ~S , pri.11a r ily because of t he r emo t e location o: 
mine si r.es a~d bec4use of t he abse~c~ o f inf ras cr~c c ure co suppo rt ~ining 
ope rat ions . 

ln addi t ion co t he need co i~?rov~ the econocics of Alaska rainetal 
produc:Lon, there is al so a need co ?r0vide greater kno~led~e of Al~ska's 
mineral r esources. ~ore da t a a r c :ieeded on the !~cation , sl:e , an~ qualit~ 
of ~ineral de?osits so that ?Oten:ial ? COduce rs can assess ~hQ economic 
fe3sibilicy of future produc tion. ~~n/ niner3l deposits are yet co be 
loc.•ted, and the quali t y and quan t i : i' ,)( a la rge percentage 0f identif.:..ed 
dep0si cs has yec to be determined. 

One raccur that may li.11ic futu re :ninenl <lc•1elopmenc i:1 :\l.::1ska is 
the future availabi lity of vase araas of potential ~ic~ra l-producing land. 
Scace a nd ferleral .. and use regulatio ns and r eso lution of issues su rroundin~ 
the d-2 l and :; and ch.a native corpor:\t Lon l..10d g •,.iill detecmi.;,e :uturc lJ.nd 
a •1 a i l.! b i li c :1 • 

Alaska ' s hu~e miner~l resou r ces o f~er the state a grca c pot~ nc i..il 
fo r . l.:ir~~- :;c ale :nineral developm.:!n: . The mine r ..ils ·.;-1,.,ch the F!:?3t es t l~ '.<eli'.1ood 
of tuc~re development include copp11r , iron o re , molybdenum, 11ercur·: 1 ~1:1d 

lir.iesc :>ne . De•1e lopnenc of ::hesl.! r~sou!"~<!s wi.ll depend un tht? bcurc ~c.:0110m!.cs 
J i .:...lBkJ.n ?:'.'O~uccion -- spel~t~i..:ally th~ ·•od<l ?rke ..i~c.i .ivdlbbtlic:: o : 
these ~lnerals, 3nd the .'.lV3iLabllicy 0f ~ine ra l - r ich land for de~eloprncnt. 

The best O!)po r cuni t :1 for ~ine::il l:?'H.dupmt?nt Ln :\la ska l .:> ill s 11 pp t :1L n ·~ 

mint?r.:ils :o the Lo~e: '3 c~ac are ~urru~cLy ~cing L~?or:e~ !ro~ poli t!c~ ll~ 
unstable 3 r ·~<ls and lre e:9ecced t ..:> '.Je l=l sho rt suppl y in the ::ucur.; . 
Al.:?.sk3n ~in~rJl ~evelopraenc could be 1n alcerna:i~e c~ ~nc re3si~g U.S . r eli Jnc 
on for~ign sou r :es of ~~tals ~ee~~<l ~~ indus try. Future oineral iho r::~ ~es 
-:ould ~l!.:?.d ::o ?rice inc r eases ·.,·ni..:h •.dU lnc.:re.:ise the :~a s tbi. L~ : ·: •Ji .HJs!<.:!n 
~in~r3 l ?r~du~::ion . 

:r:- 35 .-\rthur D L1ctle. Inc 
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Alaska's mineral resources could be the basis for economic develc1p­
ment in the state if mineral reduction and/or smelting activities are 
established. Possibilities include i ron ore ~eduction or pelletizing 
plants and copper smelting. Natural gas or hydroelectric power could 
furnish the energy needed for metal reduction activities. 

2. Present Status 

Mining is presently an insignificant activ:i.ty in Alaska. EmpJ.oyment 
in the metal mining industry in Alaska in 1976 was only about 200 pl? C' ple -­
the same as in 1970. Minerals represent Alaska's least developed natural 
resource . Despite its vas t resources, Alaska's mineral production has 
been less than l/20th as great as that of the average western sta~e. 
Mineral production in Alaska has declined SLtus tantially over the lane 
25 years. Most of Alaska's mining activity has been for sand anc. grnvel; 
however, in 1976, sand and gravel protuction declined because of a re~11c­
tion in its us e for construction of the oil pipeline (Table III - 16). 

Mining has a long history in Alaska because o f che s ize a nd diversity 
of the mineral deposits. Historically , Alaska ' s mineral production, 
excluding construction mate r ial (Le . , sand , gravel, and stone) has consis ted 
mostly of gold and coppe r wi th silver mined as a by-product of gold . 
Uranium, tungsten, antimony, tin, a :- 1 mercury pr oduction has been very 
small. 

Co l d was the first metal t o b~ mi ned ln qunntity (ln p la cer deposit s 
and l odes ) in the 1870s a nd 1880., . T he gold rushes th:it occurred in 
the late 1800s and ea r ly 1900s throughout the lnterlor of Alaska r esulted 
ln J.arge product lo n l evel s and the discovery and extrac t Lo n of at.he r 
mlnc rnl s as well . 

Copper mlning begain Ln the S•Juthens t, but tht.! largest dlsc1)ver y wu s 
ln the Wrungell Mountains whe re product ion beg.:i n ln 19ll. Silver, lend, 
nnd tln were a l ::>o mined during this period. 

.World \for r r esulte d in some product o n of st r .:i t Qglc m.'.lterials 
l ncluding tungsten, a nt lmo ny , chromium, nnd merc ury us well as ! n 
lncreased demands fo r o tMr. m lne rals . Our lng Lht! wu r yen r s and t1i e dec."'ldc 
of th~ 1920s , the value ot copper mined exceeded th:tt or gold but wo rld 
economic conditions r esu lted in the closure of the major copper mi11e . Cold 
production inc r eased ln the 1930s , Pl:t ttnum productlon began in the 1930s . 

World War [ [ c hanged the compos lt i o n of the mining industry .ts labor 
s ho rtages , increasing costs , defense prio r ities , und f lnally a n E:<ecut.lv .:? 
Orde r closed .111 go ld m lnes. Dema nd fo r stra t egic m~ter ials r evived production 
of c hromium, aSbl!8tos, tungs ten , a nt imony , tin, und me r cury . The war also 
br ought the tlrst s lgniflcant demand f o r bu ilding matl.!rl:ils, including sand 
a nd gn1ve l. 

!I [- jlj Arthur D Utcle. Inc 
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TABLE III- 16 

VOLUHE Ai\iD V.-\.LliC: OF 
...\Ll\SKA ~1I~ERAL ?RODUCTI ON 

Gold Sand and Gra,;el Ot he r * 
Volume Value Volume Value Volume Value ---(troy ounces) (5000s) (000 short (3000s) (SOOOs) 

t ons) 

1950 289 l 2 i2 $10 , 124 3 , 050 $ 2,3 77 ~/ .A. $ 2,317 

1960 168,197 5,887 6 ,013 N . ...\. 

1965 42 , 249 1, 479 30 , 266 36 , 467 ~I. A. 5, st. 2 

1970 34 I 7i6 1, 265 83 , 616 H , 092 N . ...\ • 12,723 

1975 14 , 900 2, 419 .';8 ,145 25 , 780 ~ . A . 39 , 514 

L976 17 ' 660 2 ' l72 45 ,000 24 I JOO N.A. 3 7' 115 

.I.:\ . ,. not applicable . 

*Includes : B.:irita , bltum!nous coal, gems tones , lead , silve ~, copper, me : cury, 
nacural g.:i:; liq uids , ;>latinum iro up meuls , and t in . 

Sour ces : U.S . Depn rt~enc of the Interio r , Bureau of ~Unes, and the Alaska 
Depa rt::nenc of Commi.;rce and De •1el0pmenc . 

rti- Si 
Arthur D Llttle. Inc. 
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The same pactern occurred c:uring t he Korean Wc.r, with declines in 
strategic metals ?roduction and ~xpanded gold produc tion in the intervening 
years of che late 19~0s . Since t hu mid-1950s, production o~ strategic 
minerals .md go lC. has declined and the increase in the price of gold has 
been the Jnly significant positive Jactor in the Alaska mining industry. 

Gold production has increased in the last yea r, both in volume and 
value, as a result of the renewed operation of che dredge of the Alaska 
Gold Company near Nome. 

Alaska's mineral deposits a re scattered throughout the state, with 
many located in remo te areas (Figure III-12). Increasing attention is 
being focused on the Brooks F~nge of the Arctic north the Alaska Range 
in the central a rea, and in the southeast ern part of t he state . 

3. Problems 

The re.::.son thac mining is at such a l ow level of develo plilent i:l Alaska 
is economi c . Hi5h labor a nd transporta tion coses a nd t he need for cons truc­
tion of costly t ransporta t ion facil ities ( roads, ra il lines, etc . ) t o pro­
vide access co remoce mine ral depos itis have licited the ucil i za :ion o f 
Alaskan mineral r esources. The availability of minerals fro;;i ocher sou rces 
at a l owe r cos t has l imited the competiti veness ot Alaska me tals in ti . S . 
and wo rld ~a rkecs. Pas e f luc tuations in t he level of miner al production i n 
Alaska s how t he sensici,:i t y of Alaskan produc tion co the world pric e for 
certain metals . A.lask.'1 1 s mi:ling indust r y has been declining since World 
Wa r II because in gene'!'.' al, mo st minerals ha·1e no:: commanded .:i hi gh enough 
pric e t o pay the wages and other i ncreases i:l operating cos t s that have 
been prevalent i n ,.\J.aska fo r the last 25 years . 

An in t e res ting <!:<ample 0f the disadvantages of an Alaskan locdtiun 
is presented i n a r ecenc study which estimates the cost o f producing copper 
and silver fr0m t he Kennecott copper ~ine , assuming t he deposi t s ~ere 
newly discovered. I:l spi t e of the hi;h grade of che copper o r e , this opera­
tion, which '"as highly profi t able in the ea rly pa r: af chis centur:r, :.,roul.: 
have req uired a ~ubsidy to be ?roficable in 1973 . This indicates that 
t echnological change and chan~es in re!acive costs of input s can ~ork 
agains t the ~ining ope ra t ion a t a dis cance irom ~J r~e c even if the : esou r: e 
is oi premi um quality . 

[n addi tion t o improving the economics of .. Uas~an ?roduccion , there 
i s a need fo r grea t er kn.:i wled_;e o :: .. \laska ' s mi:ieral resources . ~lo::-e d.:J. : .'.l 
a r e needed on the loca t ion , size , and quality of mine ral de p0sits so ~hat 
po t ential produce rs c.:J.n assess : he economic !e3sibili t y of ::uc ure produc­
tion . R.eliable e:.-.::.:i1in3.ti0n re!Jorcs a. re .:ivailab l e on 5 :~ or less o f the 
idenci£ierl ~ineral deposits . Pares o f the sca ce have noc been geog r lphi­
cally map ped ~nJ ~uch of t he s c3: e has nae ~een ex~~ined by ~eologi~t3 . 

r:I - .32 
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As a result , many mineral deposits are yet to be located, and the re­
serves and grade of a large percentage of identified deposits have yet t o 
be determined . 

Mineral production in Alaska has been deterred by the absence of 
privately owned land . In 1976, less than 30% of the land in the state was 
open to mining interests. One factor that may limit mineral development 
i s the future availability of vast areas of state and federally owned 
pv~~ntial mineral-producing land . The future pace of exploration and de­
velopn.~nt of Alaska's minerals is heavily d~pei..:lent upon state and federal 
land u~e regulations and, in particular, upon the selection of federal 
reserved lands under Section 17(d)(2) of the Alaska Native Claims Settle­
ment Act of 1971. At issue in the d-2 lands question is the degree of 
access which will be allowed on federal lands in Alaska. At one extreme, 
all activities other than camping, hiking, and fishing could be banned on 
most federal land. At the other extre~e, no restrictions would be placed 
on land use, othe r than normal regulatory restrictions on development. 
Congress has until December 18, 1978, to determine the location and size of 
any l a nds to be i ncluded in the national parks , na tional forests, national 
wildlife refuges, and national wild and scenic river systems. 

Es t ablis hmen t of these 83 million ac r es as recrea tional lands , how­
e ve r, does not necessa rily preclude their development. Wildlife refug~s 
a r e subject to l oca table mineral product ion "with exceptions," oil and 
gas devel opment "wi th restrictions ," and timbe r development "with permits ." 
Petroleum a nd mineral development in nat Lonal parks requires Congr essiona l 
approval. Scen:i.c rive rs and national fo r es ts are subject to 1 tineral devel­
opment, oil a nd gas dev~lopment 1 and timbe r development . Of c0urse, 
environmental safegua rd~ apply t o all of these park classifications. 

4. Outlook a nd Opportu~itles 

Alaska ' s v.:ist mineral resources offe r the s tate a pot ential fo r 
large- scale mine ral development . AL .:tsk.:t may have up to hal [ the nation ' s 
uranium r eserves , huge copper deposit s , and perh.::ips the richest molybdenum 
.:ind the largest nickel deposits i.n the world . Development of Alaska ' s 
mineral r esources will depend on the Euture economics of A.1.'.1sk.:i n produc­
tion, specifically , the wo rld price .:ind availability of cert.:iin metals, anJ 
the availability o f mineral- r ich lands for future development . 

Mineral resources wh lch a re known or a rc expected to e:ds t in Alaska 
i n va rying amounts and grades include: 

• zinc • sulfuc 
• le.;id • till 

• l imes t one • tltanlum 

• nickel • tungsten 

• phosphat es • u t.'.lnium 

• platinum • go ld 
• sllver • graph lt e 
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• gypsum • fluorite 

• iron • garnet 

• manganese • antimony 

• mercury • asbestos 

• molybdenum • barium 

• copper • beryllium 

• chromium 

The resources most likely to be developed are copper, iro1 ore, molybdenum, 
mercury, and limestone. 

Recent exploration has suggested the potential for Alaska ' s mineral 
resources . Inspiration Copper continues to mine copper-nickel deposits 
on Yakobi Island. The most important undertaking, however, is U.S . Bora;<' s 
plans to develop a $250 million open pit molybdenum mine in the Tongass 
Forest 45 miles southeast of Ketchikan . Company officials have confirmed 
reports of deposits in excess of 100 million tons of molybdenum. When 
constructed, the facility is expected to employ 500 workers and produce 
approximately 10,000 tons of ore per day . The company spent about $2 million 
in 1977 on deep drilling tests. Future development of this ore body will 
depend in part on the outcome of proposed land withdrawals. 

Recently there have been some new cop pe r finds near Ambler River on 
the Koyukuk Peninsula; some exploration for zinc , copper, and lead a t Roe 
Point nea r Ketchikan; some silver, lead, zinc, and copper claims staked 
on Admiralty Island; and major mineral finds near Kotzebue as well as in 
Mt. McKinley National Park . A barite mine nenr Haines may begin production 
late i n 1978 to supply bari t e for drilllng ~ud. 

Copper explora tion in the vicinity of the Kobuk and Wrangell moun­
t ains remains ac t ive, and exploration fo r copper- nickel mineralization on 
Ya kobi Island is expected t o continue . Inc reasing exploration activi ty l s 
occurring around the long dornmnt Funtcr Bay nickel-copper mineralization 
and at seve ral other locations on Admiralty I s land ~lcre base metal a nd 
silver potential is reported. A high interest in radioac t ive mineral. e:<­
plora tion is also continuing in the Seward Peninsula and in ::;outheas t e rn 
tUaska. 

The foreseeable future s ugges t s several mining possibllitic::;. Offi­
cials of the Lost Rive r Mining project, although hampered by a lack of 
city development, plan eventually t o mine the va~ c deposits of fluorite 
(estlmn t ed a t one- third of the world' s reserves ) an<l tungsten on the 
Seward Peninsula . Development studies of the Klukwan projec t carried out 
by U.S. Steel and Mltsubi.s hl con firm the economic Eeasibil it:y of mining 
the i ron o re i n this a rea . Officials suggest that constructlon of 011 iron 
o re mine may begin in 19 78 . 

rII - 6 L Arthur D Little. Inc. 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

The best opportunity for expansion of mineral development in Alaska 
lies in supplying minerals th~t are currently being imported to the lower 
48 states from politically. unstable areas. Alaskan mineral development, 
although high in cost , could be an alternative to the increasing rel i ance 
of the U.S. and other industrialized nations on foreign imports of meta ls 
essential for industrial processing . U.S. industry already imports much 
of its supply of the basic minerals needed for industrial production 
(Table III- 17), 

TABLE III-17 

NET IMPORT RELIANCE AS A PERCENT 
OF U.S . DOMESTIC MI NERAL CONSlJHPTION 

1973- 77 

1973 1974 1975 1976 1977 

Antimony 50% 44% 49% 5 4~~ 52% 
Asbestos SJ 88 82 85 85 
Ba rit e 37 38 32 42 40 
Copper 8 20 0 12 17 
Chromi um 91 90 91 89 89 
Gyps um 36 37 3l1 35 35 
Iron Ore 35 37 30 29 33 
Gold 48 63 52 76 60 
Lead 29 19 ll 15 14 
Nercury 78 86 69 62 46 
M.an gunese 98 98 98 98 98 
Nickel 69 72 72 70 70 
Pea t 33 29 25 25 25 
Pl.1 tinum Group Me t <ils 87 87 33 90 92 
Po tash 53 58 SL 61 66 
Silver 66 55 30 so 42 
Tin 84 85 8!1 85 86 
Tungsten 66 68 55 SL1 38 
Urani um 0 0 0 0 0 
Zinc 6/1 59 61 59 58 

Source : U.S . Ocp~1 r t me nt of t he fn t c r ior , Bu rca u of ~Ii n ~s Commod I t y 
St ot ement . 
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The United States is faced with a troublesome mineral situation 
stemming from three factors. The first is domestic shortages of certain 
raw materials required by industry including aluminum, c~ror.lium, toanganese, 
nickel, tin, and zinc. Second, as che United States relies more heavily 
on the importance of these and other mineral resou~ces, it will become 
increasingly vulnerable to the political instability 0£ some foreign 
countries. Third, she. nag es will lead to price increases. Each of these 
factors will tend to increase the economic feasibility of Alaska mineral 
prnduction. 

Alaska has major copper re~serves. Alaskan copper should be able to 
compete at world market prices if transportation costs can be reduced, 
legal barriers lifted, and if the mine ow~ers feel that the time has come 
to develop their more politically secure domestic reserves. If the price 
of uranium rises, it ~~y become economic to produce uranium in Alaska. 

Alaska's mineral resources would be the basis for adci tional economic 
development in the state if mineral reduction and /or smelti~g activities 
are established. Such activities would inc rease employ~enc in the mi~ing 
industry as well as increasing e~ployment in construction of reduction 
facilities and transpo rt a tion facilities. Unless the ra~ materials a r e 
utilized in Alaska, the economic b2nefits t o the state provided )y the 
r.Uning industry Nill be limited. Possib ilities for further proc~ssing 
include iron ore reduction or pel!etizing planes anJ CO?pe r smelting . 

~lineral reduction activit ies requi~e energy. Nat ural gas ?reduc­
tion in Al:iska could provide the energy required for ore reduction and 
smelting . Several possible sites have t h-a pocent i.:i.1 for s..1~n development. 

Iron ot"e poten ti.:i.l on the Alaskan Peninsula and at Klukwan and 
a t Snettisham, in Southeas t Alaska, has been extensi vely studied, ~nergy 

requi rements are of majo r importance in the feasibilit ~ o f pelleti:ed 
production. A feasibility s tudy of the Klukwan iron J~posit conducted 
for Iron Ore Company o r Alas k:i list s 105 megawatt powe r requirements 
among the necessary conditions for a facility to mine and ?rodu~e ~ive 
million t ons of iron or e pelle t s per year . 

Suificient copper co support a smeltin3 ope r 3 tion h3S been identified 
i:1 the Kobuk- Shungn.:ik r e:;iun, •,.Ji th s trong indic~c ions of add.i.tivn.al copp er 
mineraliza:::iun along the s outh ern flanks or the Brooks R.rnge, in the Lakt! 
Clark-Ll lnmna vicinity and on the pe ripher y of th e Wr an.;el.L Mounta ins . 

Other base met:.:il potential is ind1c::ited in the ~It . ~l c:\1.nl~y Park 
vicinlcy at ~!c. Eielson , in the K.1nti shna dis tr ic t, i! nd Ln ~1 b ... ~1c or sed i­
men t s south or t:1e Alaska Range . 

The nickel-cop per ~iner.:ili:3tion a c 3 r.:id~ Gl~cie r ~ nd 0n Ya kobL and 
(.Jestep Chicha~or !.sl.:rnds hav~ been Jecer:ninec i:.:i hoLd ::.:cellent po t'?ntL1l 
eor i~porcant metalli~ ra~ ~ate ri~l~. 
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The Klul,,.,an iron pelletization plant along with a nickel- copper 
smelter to handle ore from the inactive Brady Glacier, Yakobi Island, 
and West Chichagof deposits , could make possible a smelter- reduction com­
plex located at Haines. Haines is the terminal of the discontinued mili­
tary oil pipeline to Fairbanks. The pipeline route and operational sup­
port facilities could provide a base for a gas feeder line from the 
trans-Alaska gas line to a major resource- based market . There is also the 
possibility of processing ore from inactive Canadian mines in the Yukon 
Territory. 

The na tive corporation lands represent a source of investment in 
the expansion of mining in !Uaska . Much of the native corporation lands 
have mineral development potential. For example, ASARCO has formed a 
partnership with the Fairbanks-based native corporation, Doyon Limited, to 
investigate the potential for mining asbestos deposits located on Doyon 
lands. Phillips Petroleum has conducted surface geological and geophysi­
cal work in cooperation with the Bristol Bay Native Corporation in an 
effort to find copper near Perryville on the Alaska Peninsula in southt:.rn 
Alas l ~a, ~a tive corporation leaders are expected to pursue mineral de vel­
opment as a maj o r activity . 

Downstream development po tential fo r hardrock :nine rals is described 
in Flgurc Il!- 13. 
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G. TOURISM 

1. Summary and Overview 

Tourism is in an aarly stage of development in Alaska, but is becoming 
increasingly import ant to the Alaskan economy. There has been a significant 
increase in the number of vi~itors to Alaska during the last decade because 
of rising disposable incomes, increases i n leisure time, improvements in 
transportation which have shortened travel time to and from Alaska, and 
increased business travel . In the past 10 year s the number of visitors to 
Alaska has more than doubled. In 1976 an estimated 270,000 people visited 
Alaska , the largest number ever . An estimated 8000 people are employed in 
t ourism- related industries . 

Alaska tourism relies on three modes of transportation: cruise ship, 
plane, and highway . The cruise ship market has grown rapidly in recent 
years . 

The Japanese have accounted for a significant share of Alaskan tourism . 
Japan Air Lines operates 70 scheduled flights a week through Anchorage 
International Airport and has been actively promoting Alaskan t ourisir l n 
Japan. The Japanese also own firms operating in the Alaska industry which 
employ about 250 Alaskans. 

Severa l factors may inhibit the growth of tourism in Alaska. The 
foremost problem is the high cost of an 1Uaskan vaca tion . The high cost 
of getting to Alaska, especially by plane, and the high cost of accommo­
dations make it difficult for Alaska to compete with other areas for 
tourist buslness. The distances between tourist attractions in Alaska, 
and the time needed to reach them by ferryboat or automobile, result in an 
extensive tim~ requirement for an Alaska vacation. For the tourist with 
the time and money, there is a lack of sufficient accommodations and trans­
portation access t o remote areas. 1Uaskan tourism development is also in­
hibited by the l a ck of awareness of Alaska as a tourist destination amot.6 
travel ngents and the public . Insufficient s tate promotional activity 
has alsc inhibited tourism development. 

Th·~ most i.mmediate problem co overcome in increasing Al.'.lsk;:i t ou r ism 
is the high cost of flying to Al.'.lska . The best opportunity for reducing 
this cost is through use of low-cost air churters o r fly / drive tours. 
Charters, which have been very s uccessful in reducin g the MS t of flyin g 
to Hawaii, could bring thl:! cos t of n trip t o 1Uasko to within the reach 
of a greater numb e r of tourists. fl y/drive tours, which hove heen exten­
sively used co develop tourisn\. in Europe , in addition to being rensonab Ly 
prked, offer thl? touris t a means of ge tting to Alnsk:l in a rcasona:, Le 
length of t i ml:::!, .'lnd a n opport•:nity to vislt tccreationol areas and at trac­
tions that arc remo t e from the state ' s popul.Jtion centers. To mnkc Alnsk.., 
more a ttrac tive as a t ourist d~&tination will ;:ilso requtrc cons tructlon of 
:iddit1onol t ourisc .'.lcconunodations <ind access roads , and further develop­
ment o ( rec reatl1Jn foc:111 tl~s in r~mote .:lren.s . 
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2. Present Status 

Tourism is i n its early stage of development in Alaska, but is in­
creasing in importance to the Alaskan economy . There has been a general 
increase in the number of tourists visiting Alaska during the last decade 
because of rising disposable incomes, increases in leisure time, improve­
ments in transporta t ion which have shortened travel time to and from 
Alaska, and increased business travel. 

In the past 10 years, the number of visitors to Alaska has more than 
doubled. In 1976 an estimated 270,000 travelers visited Alaska, the 
largest volume for a single year . The State Division of Tourism predict s 
that in 10 years , more than one million tourists per year will be visiting 
Alaska - - triple the current level. About two-thirds of the Alaskan 
tourist market is comprised of independent travelers who come to Alaska 
by ferryliner, highway, or ,air. There are an estimated 8000 people employ­
ed in tourism and visitor-related industries. Tourist expenditures in 1976 
were an estimated $100 million . 

Alaska's tourism is generated from three modes of transportation: 
cruise ship, plane, and highway. The cruise ship market has grown rapidly 
in recent years: for example, there were an estimated 27,800 cruise ship 
tourists in 1973, 44 ,000 in 1974, and 48 ,000 in 1975 - - a 73% gain in 
visitors since 1972. This increase is <lue t o the rapidly increasing 
availability of cruise ship space and the increasing interest and rising 
populari t y, nationwide, of cr~ising to Alaska. Cruise ships ope ra te pri­
marily in the southeastern iUaska area . 

The Southeast , Gulf of Alaska, C•>ok Inlet, Bristol B11y, Kodiak, 
Upper Yukon- Porcupine , Copper Rive r, and Tanana regions of the s t a te bear 
most of :Uaska's recreational press·ue. Within these regio ns the s tate 
t rnnsportation network is, :il thougl1 inadequate, more advanced tha n in the 
r emaining regi ons. Abou t 85% o f t ~e sta t e ' s populatlon and 98% of the 
developed tourist and recreation ~ ac ilities exist in these areas . 

National parks are an impor tant t ourist nttraction in Alaska . The 
Nation:il Pa rk Service manages t brt:! t! natural a re.:is in Alaska - - Mt. ~tcKinley 
National Park, Katmai National l~nument, and Glacier Bay National ~~num~nt -­
in addition t o his toric ally imp•>rtant Sitka ;r~ tional Monument. These a re as 
a r e complement ed by 18 sites i n Ala$~~ Lhot are regist~red National Histo ric 
Landmarks , and 15 National Natural Landmarks that are fede rally, sta te, or 
privatel y owned or adminis tereJ. Other po t entl:tl natural landmarks a re 
being studied. l n 1970 approxima t ely 49 ,800 vislt s were recorded to a reus 
of the National Park System ln Alas ka . Th i s figure increosed uy 1976 to 
141, J JO visits. 

The Japanese have acco1.nt ed for a sign1 E leant proport lo1t of the rl!L l!ll ~ 

i nc r ease in t ouris m Ln 1Uas <:1 . Tb t! l naugurat Lon of fl l ghts by Jn pan Air 
Lines (JAL) between Tokyo and Ancho r~ge inc r ~nS9'ld the flow of Ja pnnese 
t ouri.sts t o Al nska . While ) tily on~ of st?.vc ra l ci1rriers flying from i\l..1 ~kn 
t o Ja pon, ~IAL is c:irrying t he bul k of the t:r.1fflc and has spent th\! mout: 
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money in promoting Japanese tourism in Alaska. JAL operates 70 scheduled 
flights a •.-eek through Anchorage Internacional .:\ir?O rt. 

Japan also owns firms operating in Alaska's tourist industry which 
employ about 250 Alaskans. Perhaps the first Japanese investment in the 
Alaska tourism industry was Alaska Information Services, incorporated in 
October of 1970, now operating as American and Pacific Tours, Inc. 
Another Japanese tour company is Alaska-Japanese Enterprises, of Anchorage. 
It is estimated that th.is company provides travel assistance for approxi­
mately 600-700 Japanese annually. 

International In-flight Catering Company, a subsidiary of Japan 
Air Lines, recently opened a ~1.4 million building at the Anchorage Inte=­
nacional Airport. This facility produces approximately 1500 meals per 
day and houses so~e JAL offices. The capacity of the kitchen is 5000 
meals per day. The facility employs 90 Alaskans uncer the direction of a 
Japanese chef . 

Another company operating in assoc i a tion with JAL is ?ac iiic Crea t ive 
Tours o E Hawaii, a subsidia=:i o f J apan Crn:i.cive Tours, com."7lonly known as 
JAL-PAK, ~ich ownershi? equall:1 divide:! b-:? tw£ .m JAL and .! group o f large 
Japanese travel agencies in Japan . This LOmpany ope~a ces in conj unction 
with a local agency , :·!t. ~c;(inlcy Tours. 

3. Problems 

The limit a t ions on pasc and pocenci.:il z rowch in courisiil i:l Alask.J 
include the fo l lowing : 

• The hlgh cost of :rn .-\laska •1.:ica cion, 

• Extensive time r equi r ement s , 

• The lack of toudsm lnfr~scruc tu re iacilit lc!S , :rn ·i 

• Lack of awareness of Alas k.J . 

The Alaska Division of Tou:ism hag es ci:nated that the av..:rag-:! cail:; 
cos t (including t ravel) for a •1isico r co Al..isk:i is $130. Other c:-avel cen­
ters comptHing ;.ri.th Alaska ha•1e a n ::iver::i;e daily cost oc $90- 100 . This 
high cost, combined •.1i. ::h lawer t!Xcursion fores co other vacation cen::e r s , 
rokes it dif:i.:ult fo r 1U:rnk .:i co compete with o ther are.ls for: t ..:> uri s t 
bus iness. 

~!osc of Alask.:i's cour is cs use hi6hw.1.y or !;ecry cra nsporr..acion :..rhi.ch, 
because o f che St3te ' s :>lze , :"CGuirt!s 1. l.:i r 6e • nounc or time. the ~re.Jti!.St 
inhibito r co incre::ising the nuf:lbur \JC h16hwu:r 1nd £':!r :-·: •:islcor:s Ls th·:! 
tocal tr ip t ime, wh ich avern~t!S be c·.1een L6 1n<l ~ j d.:ly : o r both :nod!Js . 
For: cost vacatilmer s , thi s does not lc.'.l•Je r.iuch ti.::1e c:o ::r:i·1el ·.1ich.in .Ua::ik.:i. 
?aving the Alask.1 Hi~h~..ra i' •.Joul·.: tt Je::1: .::..ic only ::.:iu r J.1:1 > ::_, m ch l s : .:> ul 
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travel time . The long distances between the state's points of interest 
necessitates a long period for an Alaskan vacation. Since highway and 
ferry are the dominan t modes of intrastate tourist travel, the expansion 
po t ential is limited. Short vacations must rely on air travel or on fly/ 
drive combinations which have heretofore received little attention . 
Cruise tourists, while an expanding share of the tourist market , do not 
spend much money since their lodging is provided; and generally, they 
do not spend much time in Alaskan ports. 

For the tourists who have the time and money t o tour Alaska, t he 
state l acks sufficient infrastructure to accommodate tourist needs. The 
main deficiency is the lack of private accommodations and transportation 
access' in areas r emo te from population centers where Alaska's existing 
and potential recrea tion areas are located. The avail ability of first 
class accommodations is also limited. 

In many recreational areas of the stat e , development of recrea t ional 
oppo rtunities is limited by lack of access. Pr ivate accommodations are 
scattered and limited . Outside of a fe1,, native centers, ·which receive 
tourists by regularly scheduled aircraft, the lakes, rivers, and hunting 
areas of the state are reached by charter or private aircraft. Visito r s 
to these areas often live under primitive conditions with limited con­
veniences. 

The state has done little to expand tourism in the winter season. 
lt lacks a winter resort community , first cl::iss hotels (ou t side of 
i\nchora g<!) 1 and other amenities sought by many traveling vacationern. 
The state has only one ski area at Mt . 1Uyesk:;i; another, Eagle Crest, is 
being developed with only one choir liEt . 

't'hc wcotht.!r will continue to lrnve n signlflcant: i :np:ic t on t\lask.'.l ' s 
tourlst troJc. The t ourism busl.ncss .Ls hi.gh l y se3son11L with the peak 
expectedly i n the May - Septcw1l>er period . Outside of dive rsifying 1.ntu a 
skl-orientt!d u t tr.:.ic tion there scctnl:i to be Llttlc that can affec.t the 
scusonnlity. Weather co nditions 011 t:sido the stotc muy also pl:.iy a rolt! 
in the 1Uuska tourist business . Extreme wi.nt >r weather t onditlon::i in pri­
mary tourist gene rating orcus (Jnpan nnd the Unlccd States) cou ld l~ssen 
the Jcsirul>ility of an Al:isknn v:u:ation. 

Even the most ropldly growing segment oC the. t ourlst lnJustry is 
limited hy focility .:ivailability . ferry line tourism hns grown Jramati­
c,ll ly in recent yeu rs, but nenr-term growth will be limited by lock of 
S1Jf Helene fo r ry space ln t: he peuk sen son . 

Ev1111 wit h the incrense in Aloskn couds111 ln r ecent y0J rs, t1·nvt!l 
<IHl!nts .:rnd the trnvcl ing pobllc appeu r to have little und11 rstnnd ln>; or 
A2..1sk:1 ri nd 11wnrcness of Alaska as a vac:itlon destlnation . This stems from 
n comblnntion of factors incluuing advt? r :;11 publlcity nssoc.:iatcd with r:hc 
const:ruct1 on of the tU:iska p lp ~lint:, ln~nn;c:l:t perceptions about t\lJsk:1' s 
wc:t1tlH'r , :rnd Lnudl.!t'Jltat:e state promot:lo11i'll ffo r ts 1 cspt!t! l~1l ly ln fon.!.l4n 
mnrkl!t !L St:itc l.!Horts to overcome thi:1 LH:k of mmrcness hnve been l. l rnl.L~d . 
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State tourism promotion efforts have been small, but are beginning to 
increase. The Division of Tourism has a budget of about $1. 4 million 
which is too small to support the kind of promotion campaign that would 
be needed. About 30% of the budget represents salaries, $200,000 is 
given to local communities to aid their promotional efforts, and about 
$60,000 is used to help support local visitor information centers. The 
remainder is used for advertising and promotional efforts. 

Future land use consideration will affect the availability of land 
for recreation and tourism in Alaska. The withdrawal of certain lands 
from development under section i7 ' (d)(2) of the Alaska Native Claims Settle­
ment Act will probably preserve the wilderness status or chese lands, but 
may also prevent access to them and the development of facilities for 
tourists. Some native corporation lands could become available for recrea­
tional use, although resource development and processing would probably 
take precedence for economic reasons. The native corporations can also 
aid tourism by investing i n tourism facilities. The Federal Government 
owns much of the land on which existing and potential recreational facili­
ties a r e located . 

The Jones Act has a negative et tect on tourism in Alaska. The Act 
prohibits foreign rt!gistered vessels from carrying passengers from one 
American city to another. Furthermore, the U.S. Bureau of Customs port 
equalization policy states that foreign bottom ships must spend less time 
in Alaskan ports than in foreign cities. This policy benefits Canada 
but results in a reduction in the number of 1Unskan ports tha t fore'Lgn 
ships can stop at and the amoun t of time they spend there. 

4. Opportunities and Outlook 

The major obstacle to be overcome if t he tourism industry in Alaska 
is to expand is the high cost of getting co Alnska. The best o ppo rtunity 
for reducing this ce>st is through low-cost a ir chorte rs and fly/dr. ive 
tours. If charters to Alask.'.1 become available to tourists ln the lower L18, 
~ts they have to Hawaii, the state could subst.:intially increase lts numiJer 
of visitot·s . ThC! possibHlty of more ex t ensive ( T.TX) tour-bas ing fa n '!s, 
part.icularly from gateway cit Les more distunt ft-0111 Al.:lska than Seattle, 
would alsu decrease the cost uf flying to Alaska . The fly/drive a rrange­
ment, which can also be sold ~s a charter package, would provide tourists 
wlth ~1 reasonable cos t means of travell.ng to a nd withfo Al.:iska . Under such 
an ar1:angt!ment, which has been used extensively in Europe, the vis itor 
flies to th~ sta t e and rents a car, ..::.imper, or motor home for intrastate 
touri11 g. This type of arr~1n g~ment l11 ndditl.on to being potent L'.11 ly rea ­
so11ob l y priced, offe r s th!! tourist a means of getting to Al;:iska in.:\ 
r euso11ahLe time and an oppor tunity t o visit rccrea tlon~l a nd tourist ntcrnc ­
c:lons chat are remo t e Crom the s t nrn ' s populnton ccnt t: rs . The fly/drive 
market: hos r eceived Little 1Jtt e.nti.011 but is bt!ginning to grow. It is 
potentt~lly limlt~J by the size of t h~ camper and motor home rental fleet 
in Anc hot·ag0 ~111<l tht! bck of c11mp .Lng facilities and o ther nccommod.'.ltions 
i n l'. hl! 011tly ing .rn;cns . 

t!l - iO 
Arthur D Little. Inc 



I 
I 
I 
I 
I 
I 
I 
t 
I 
I 
I 
I 

The ferry liner market has the potential for continued growth . This 
growth, however, will be limited by the availability in summer of car, 
camper, and motor home deck space aboard the ferry liners serving Alaska 
from the gateways of Seattle and Port Rupert. This condition will continue 
to be a problem as the ferry liner capacity is anticipated to remain rela­
tively constant for the next few years. Consideration should also be 
given to development of a hydrofoil ferry system. Such a system would 
probably be capable of transporting tourists more quickly than would be 
possible by expanding the existing ferry system. 

To make Alaska more attractive as a tourist destination infrastruc­
ture facilities will have to be expanded. This would include construc­
t ion of additional tourist accommodations, especially in outlying areas 
and construction of access roads and further development of recreation 
facilities in remote areas. 

Expansion and improved maintenance of existing facilities is a 
paramount need if recreational demand is to be met but is not the answer 
in itself. Even though Alaska is large, use, in recreational terms, is 
restricted by access. The present highway system limits travel plans, 
acting like a funnel , and causing egress and ingress to become burdensome . 
Intensive use of accessible areas inundates the resource quality and may 
eventually decrease the desire of residents to participate in recreation 
and the des ire of tourists to visit Alaska. 

The qualities of Alaska that attract people are reduced as more 
people visit each year , crowd present campgrounds, overflow into gravel 
pits or roadside tum- offs , and stand elbow to elbow on favorite fish i ng 
streams . Present tourist and recreational facilities are wholly inade­
quate to support present demand, much less future requiremen t s . 

Development of parks and recreation areas would disperse tourist 
act.ivities. The development of parks and recreation areas fills a twofold 
need in economic development: it provides a focus for touris m since jus t 
the fact that a national o r state park, a refuge area, o r recrea t ional 
a rea exists , provides the t raveler with a reason for visiting a locality; 
and secondly, the development of fac ilities, roads, and lodgings at or 
near these parks provides an economic stimulus that can be important i n 
those years when private development is slow in an area . 

Recent developments ln ;Uaska point to further development of Alaska ' s 
tourist accommodations . In the spring of 1978, the Hotel Captain Cook will 
open its new 250-room addition in downt own Anchorage. The other new major 
Anchorage hotel which was to open also in 1978 lll.'.lY be delayed due to 
financin g problems . The ho t el, owned by the Calista Native Corporation , l s 
to be managed by Sheraton. In Southeast 1Uask:.i , Shee Atika has begun work 
on a $7 million, 107- room hotel in downtown Sltka to open in May 1978. 
She ffield Enterprises int ends to open a new Sitka hotel ln January 1978, 
and plans to expnnd its Kodlak facility in 1978. In Ketchikan, Cape Fox 
Village Corporation plans to let a management contrac t bid soon for con­
s truction of a new hotel complex there. 
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These facilities are located primarily in the southeastern part of 
the state. To "open-up" Alaska's outlying areas will probably necessitate 
construction of tourist accommodations . 

The state is actively working to encourage tourism in Alaska. It has 
recently undertaken a major multi-media million dollar tourism m.-irketing 
campaign produced with both industry and state funding. The greatest n~ed 
for promotion is in foreign markets such as Japan and Australia . 

The Japanese market offers the best opportunity for expansion of 
Alaskan tourism and should be the target of much of the state ' s promo­
tional activities . The promotion of Alaska in Japan is centered around 
the theme of an unspoiled environment and the vastness of recrea t ional land 
available in Alaska, in contrast with Japan where environmenta l problems 
abound and there is a lack of recreational land . 

An increase in the convention trade offers another opportunity for 
expansion of tourism in Alaska . The convention business is relatively 
new to Alaska. Convention business would reduce the seasonality of Alaskan 
tourism somewhat by increasing business in the spring and fall months . The 
likely convention market would be Japan and the West Coast of the United 
States. Additional convention space and accommodations will be needed if 
the convention business is to increase. 

The development potential for rourism is described graphically in 
F: -;11 re III-ll•. 
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H. TRANSPORTATION 

1. Summary and Overview 

For a state of its size, Alaska has a ~ery limited transportation 
network. The vast size of the state, the concentration of its small popu­
lation in one section of the state, and the severe Alaskan weather have 
all contributed to a situation where the state lacks a strong transporta· 
tion infrastructure that is necessary for economic development . 

Alaska's lack of adequate transportation facilities is most evident 
in its highway network . Nany of Alaska's communities are not: served by 
year- round surface t r ansportation . Currer : state transportation policy 
emphasizes upgrading the existing system before new roads are built. 

The Alaska Marine Highway system serves the principal population 
centers of Southeast and Sout~central Alaska that are not connected to the 
main highway network. Besides filling a transportation void for Alaska 
residents, it also serves tourists by offering an alternative route from 
the Alaska Highway . 

Alaska has two railroads -- the fedP.rally owned Alaska Railroad and 
the White Pass and Yukon Railroad which is largely owned by Canadian 
interests and in A1'1ska, serves only the to1·m of Skagway . 

Air transportation has played an increasingly important role in 
Alaska. The increase in the number of passengers can be attribu : ed to 
increased tourism a~ well as to increased business traffic. 

About J0,000 Alaskans -- 90% of whom are natives living in western 
arctic Alaska -- dre not regularly served by the above trnnsport3tion modes. 
They are served by air carrier or air taxi once or twice a month, ~nd ont 
or two ships a year if on the seacoast . This l ack of service is a :onse­
qucnce of the isolation of the n<:.1t .Lve communj tles and the higr cost of 
service based on low utilization. 

The major reasons for the lack of a transportation infrastructure 
include the following: 

• 
• 
• 

Arctic and sub- a rctic environment , 

A small and scattered popula tion , 

Physical access barriers including mountains and rivers, 

• lllgh operation and maintenance costs, ond 

• Limi t ed state financial r~sources . 

Arthur D Li ttle. Inc. 
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The most immediate improvement in the state's transportation system 
is expected to be the improvement of the existing highway system. The 
state's transportation plan does not have provision for the cons truction 
of new highway links that could become the basis for further economic 
development (e.g., tourism and resource extraction). The airport section 
of t he state plan includes runway extension and reconstruction proposals 
and proposals for new airports in rural areas . 

One important highway link around which considerable controversy has 
developed is the North Slope Haul Road that was built to allow movement 
of equipment and supplies for construction of the trans - Alaska oil pipe­
line. The state will be given the road but there is much opposition to 
opening the road for general use. The Governor's policy statement says 
that the road will be opened only for use by industrial and mining inter­
ests who will have to pay to use it. 

The outlook for railroad t ransportation in Alaska depends in pa~t on 
the future ownership of the Alaska Railroad and the development of a 
rail link with the lower 48. The Legislature has appropriated SS0,000 for 
a study of this potential rail link. 

Further developmen t of Alaska's oil, mineral, timbe r , f ish, and 
ocher resources ~ill depend to a great eKtent on adequate marine trans ­
portation and the provision of port facilities that will enable ca rgo to 
be transferred at minimum cos t . 

Extensive work is required ac many of the stat e- owned ;:ii rport: s in 
western Alaska before they will be suitable for jet ope r ations . Eventu­
ally, all communities wi ll be linked by road t o r adium hub a.i.rport. 
This will make it possible to provide l ow- cos t ~Lr frei ght s~ rvice a t f re­
quent intervals to the bulk o f the s t a t e ' s 22 3 communiti e3 . 

2. Present Status 

For a s t a t e of it s s i ze , Alaska has a very limited t : ansportation 
net~ork . The vase size of the s t a t e, the concencracion or its s nall 
populacir n in one sec tion of the state, and t he seve r e Alaskan wedther 
have all contributed t o a si tua tion whe r e the s tate lacks a st:ong t rans ­
portat ion i:lfrastructure tha t i3 necessary fo r economic developmen t, ':!te 
fo llowi ng transpor tat ion- rela t ed cons trai nt s to economic development h~ve 
been identified elsewhere in the report: 

• ~imi ted movement of minerals fr om remote Lnland 
areas to coastal shipmen t or proc~ssing t3c ilit lcs , 

• Limited movement of agrtcul t ur3l ~ red uces t o ma r ke cs 
and supplies to fa rme r s, and 

• Limited movement of tourists into Al~sk~ Jnd to ?Olnes 
of attraction tha t a r e r emot e from c h~ ?tinci?al pop­
ulation cente r s. 

!II- i' S 

Arthur D Lmle. lr:c. 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Transportation employment in Alaska in 1976 was nearly 8000 --
about 3000 more than in 1970. More than half of the total transportation 
employment is in air transportation. 

Alaska's lack of adequate transportation facilities is most evident 
in its present highway network . Because of its vast size and modest 
amount of road and street mileage, many of Alaska's communities are not 
served by year- round surface transportation. Although some of these 
communities are located on islands and , therefore, are by technical 
necessity isolated because of their location, many others have been 
forced to remain in this condition simply because of inadequate financial 
resources . This situat ion is a sharp contrast to national standards 
under which all significant population centers have been cnnnec t ed by 
roads since about 1930. 

Based on the past experience in transportation demands of the other 
states, the availability of other modes of transportation will not elim­
inate th e desirability of providing highway routes to all significant 
traffic gene rators. Each mode has its own particular set of advantages 
but none can equal highway transport in flexibility of scheduling an<l 
function, economy for short - haul distances, providing land access, and 
affording opportunities for recreation. Highways, therefore , tend to 
complement rath~r than replace other tran~portation modes . 

The sta t e now has 4500 miles of highways and a total road mileage 
of 7110 miles , includi11g local roads and city streets Of this total, 
3490 miles .1re federa l aiJ primary and secondary systems . Many of the 
s tate ' s highwnys .:ire s ubstandard . [t has been estimated that it would 
tnke mo re th.1n $ t. 5 b lllion ju~ t to upg radc the e:<ls ting sys tern. Cur­
ren t s tate trnnsportation poli cy appears t o emphnsi7.e upgr.:iding the 
existing sy~tcm before new roads a rc built. 

The Al:.lsku Mnrine Highw.1y system serves the prl.nc lpal populcition 
c:cnt e r ::; o[ Southen~t .rtnd Southcentral Alaska that are not connel.!ted to 
the main highway netwo rk. re also provides an altc rnnte route from the 
Alas ka Highway for au to travele rs with scrvlce to Prlnl.!c Rupert and 
Voncouver, Bri.ti.s h Co lumbia, ~mJ Seattle. (See T:ible ICl - 18 . ) 

The .larlnc lli•hway gene rated grent eoncroversy ln Al.1sk;i h~forc 
its lnception, but lt has proven to be a most s ul.!ccsstul lnnov:1tiv~ means 
o( filling o di(ficult transpo r tation requirement. Besides Fil ling a 
transportation void for AlJska's residents , it provides a l1l&hly popul~r 
tourist nLLrnc tion and makes it possible for the s tat-. co nttrnc t motor­
lsts wh0 wo uld otherwise not tr.1vc l to Al ~t:Jl<.1 on the I J OO r.1il es of 
g rn VO l ro.1tl Of Ch\! A lask<i ll i ghw.1y . 
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TABLE III-18 

POINTS SERVED BY ALASKA MARINE HIGHWAY SYSTEM 

Location 

Seattle 
Vancouver 
Prince Rupert 
Ketchikan 
Wrangell 
Petersburg 
Juneau 
Haines 
Skagway 
Sitka 
Valdez 
Cordova 
Seward 
Homer 
Seldovi.'.l 
Kodiak 
Anchorage 
Whittier 

Scheduled Trips Per Week* 
(Summer) (Winter) 

l 

0 

*Trips are counted one way only . Seven trips ls 7 
northbound or 7 southbound, fo r example . 

Source : State of Al aska Department of Public Works . 

Alaska has two railroads -- the federnlly owned Alaska Railroad and 
the Wh ite Pas s and Yukon Railroad (l~P&YR) , which is largely owned by 
Canadian inte r ests . The Alaska Railroad serves Alaska' s mos t populous 
a r ea and gives it its common name -- the Railbelt . The railroad was 
comple t ed in 1921 to se rve as a link to the gold mining areas of 
Interior Alaska and to provide access to the coalfiel ds of cent ·al 
Alas ka . Li ttle change occurred along the Railbelt for 20 year~ , except 
fo r the cr ea tion of Anchorage as a small railroad company t own of 2500 
popula tion . 

Wh en World War tI threat ened, the major military bases we re located 
near the railroad. These bases requi red l arge civilia n work fo rces, and 
c reat ed the economl c impetus that caused the population of Greate r Anchor­
age to climb from 2500 Lo more thnn 120 ,000 i n 30 yea rs , and Fairb~nks 
from 3000 to over 45 , 000 ln the same time span. 
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The WP&YR serves only the town of Skagway in Alaska. Tonnages on 
this line have increased more t~an 300% in the past decade due to the 
mining boom in Canada's Yukon Te~ritory. The tourists who leave he 
cruise ships at Skagway to ride the railroad to Whitehorse are an impor­
tant impetus to the town's economy. 

Air transportation has played an increasing role in Alaska . The 
increase in the number of passengers can be attributed to increased 
tourism as well as to increased business traffic . 

The increased use of large jets for passengers and c~rgo generally 
has resulted in an increase in employment, cargo , and numuer of passen­
gers. The continued preponderance of air transportation as an employer 
and common carrier of passengers clearly points out the inadequacy of other 
transportation modes. 

Air transportation 1as played a significant role in the development 
of North Slope activity and has greatly stimulated the economies of the 
supporting communities , namely, Fairbanks and Anchorage. Numerous air­
strips were constructed to support exploratory and production drilling. 
Most were temporary and have been abandoned. 

Most of the airports in Alaska are publicly owned (mostly stat e wi th 
a few municipal) and i t is these airports that need the greatest devel­
opment . Airline service in Alaska varies from several times daily com­
petitive schedules on modern jet aircraft co one weekly flight of 
single- engine planes . 

About 30,000 Alaskans -- 90% of whom are natives living in Western 
arctic Alaska -- are not directly served by any of the above modes . They 
ore served by ~ir carrier or air taxi once or twice a month, and one or 
two ships a year if on the seacoast. This lack of service is a conse­
qu i:? nce of the isolation of the native conununities and the high cost of 
providing se rvice based on low utilization. 

J . Problems 

The major reasons for the l ock of a transporcacion ln f rascruccure in 
Alaska include che following: 

• Arccic a nd sub- arctic environmenc . 

• A small and scatce red popula r ~on, 

• Physicnl access borrie rs ~o ground cransporca tion 
includlng mountains and 1ive rs , 

• lllgh operation and main ·.cnance coses , a nd 

• Limited state financin t resources fo r trans portati on 
facilities . 

r II· 78 
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These factors tend to limit the construction of new facilities and 
to make construction and operating costs of new facilities very high . In 
general, the development of transportation in Alaska has been made in 
response to the needs of existing communities (e.g., the main highway 
system and international airportE at Anchorage and Fairbanks) rather 
than being based on an overall plan to use transportation facilities as 
a means of promoting additional economic development. 

Alaska ' s climate presents several obvious problems with respect to 
transportation . The snow cover in much of the state precludes the 
development of an extensive highway network -- especially to the remote 
areas . 

In several areas , sea ice forms a barrier to navigation for a sub­
stantial part of the year. The Bering and Chukchi Seas north of 58 
degrees latitude in the Arctic Ocean and upper Cook Inlet are examples of 
such areas. 

The small population in Alaska, scattered in a few small areas , often 
at great distances from each other, has heretofore limited the need for 
an extensive road transportation network. The high cost of constructing 
road links, the huge distances that hj~~'AYS would have to cover , the 
need to overcome physical obstacles such a~ rivers and mountains, and 
the limited seasonal use of roads has made th ~ henefits of new highways 
seem small when viewed in light of the limited traffic they would carry. 

The lack of funds has limited the development of a highway system in 
Alaska. Because of the s tate' s sparse population and undeveloped econ­
omic base , all major highway con~ truction must be financed with federal 
oil apportionments. Extremely modest in terms of total mileage, 
tli e existing system which was largely inlt..:rited from the Federal 
GovcrnmP.nt at the time of s tatehood w;:i c:; almost totally i.nadequate in l960 
by present-day standards. Althoubi l a substan t ial investment in highway 
improvements has been made, only approximately 460 miles of new highways 
hove been added to the system since 1960. Compared with this amount , 
substantial lmprovemcnts have been made to 1430 miles of exis ting roadway 
during the same period. Approxima tely 507. 1Jf exis ting mileage 
is still considered defici : nt. Other factors which tend to compound this 
problem include higher construction costs per mil~ caused by difficult 
te rrain and highe r price l evels , and higher expenses fo r road maintena11ce 
due to harsh l.!Hmates . 

The main problem affec.ti.11 ~ ~larine Highway tr::inspo rt.'.ltion .ln Alo$ka 
ls the same one that affects many oth~r segments of Absk.:i ' s ~conomy -­
i . e . , seasonality . The capacity of the ferries i s st rained durinG the 
summe r , which imposes A limitation on tourism activity, but the system 
operates at only a small fraction of capac ity in ~int er . Sixty percent 
of thl! :tn11ual passengers use the fo nics over a fou r-mo1mth period from 
.June through September. Only 20% use the system ove r the six- mon th 
pc riod f rom Octobe r through ~larch . 

rrt- 79 Arthur D Little. Inc 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

While use of the ferries has grown at an annual rate of 10% for 
passengers and 17% for vehicles, there has been no amelioration of the 
seasonal effects brought about by the increas e in trade. 

Another major problem is the lack of marine ways and shipyard 
facilities for l a rge vessels. The nearest suitable facilities are in 
Seattle, which makes maintenance of ~.laska-based vessels difficult and ex­
pensive . One of the difficulties in maintaining an icebreaker in Alaska 
is the lack of proper maintenance faciliti~s. Ships operating in ice 
normally require more frequent visits to shipyards to repair damaged 
rudders, propellers, and hulls. 

The lack of port facilities and the shallow coastal waters have made 
the Bering and Arctic coasts historically difficult to servE. ~~s t loca ­
tions require lightering cargo fr om ship co s hore, which can ~ncrease 
costs 30% ove r what dockside l1andling woul d entail. The small volume 
of cargo fo r most ports has made i: diff i cult to j u ~ ti fy large inves tments 
for port facilities. 

Respons ibi lity for ma intenance 01 the necessar y inf ras tructure fo r 
wa t e rborne comme r ce is dif fused among seve ral s tate a nd fede r al agencies . 
~o one ag~ncy has dl r cc c r e$ponsibilit) fo r ove rall planning of a deep 
draf t port sys t em for t he s t a t e , o r t he ancilla ry se rvices neces sa ry for 
the ma i n t enance o f a mo r e e f fec t i ve shippi ng indus try and fis hi ng 
fl ee t. 

The Jones Act ctffec t !; t he Morine H l~hway by preventing it from usi.ng 
l ow- cos t fo reign shi py:.i rds co meet t t s needs . The Me rchant ~t.:i rinc ikt of 
1920 ( th~ J ones Ac r:) wa s p.'.lss0d to protec t and st imul.1tc the American ~ter­
ch.:int ~lar inP and U. 3 . s hi pbuilding by requiring tha t mariti me t nic!e be­
tween all S tc'.lt e5 be transpc r t01l i n U.S.-made s hlps . 

llls torically , rive r (.rnc.1 conal) t r"rnspo r t has prov ldcd Lhe most 
c""onomic;J l me:ins of mo•1 ing b11 lk c.:i rgor.:s s uch os coc. l, mi neral o res , and 
b r~i n. Tht! present t onnage moved ove r Aljs k::i ' s rive rs t ot"lis less t han 
50 , 000 Lons annually, the bulk being deli verius of Eu~ l and supplies t o 
ml lit.1ry l ns tall.,tlon~ on : h t! N.iknck , Kus kokwlm, and 'it:kon Rivo.? r s . In 
t\l:islta , 1,1 i ch i cs lS mnjor ri vc r ~ys terns , nnd ove r 3500 m LI t!~ of nnvignb l.:? 
t nlal\d t.1,lt .a rs , the l:.l ck of b::ickh:llll c!lrgocs nnd t he p.rnclty of popul :1ti on 
center:; to d1.1mand or us~ lor6..? unit deli\.e r i.cs of non- bulk soo<ls work.; 
agalnst wha t, by log l c , s hou l d be :1 low-cos t t r :msport:ition system . :lo 
li t t l e atcentlon h~s be~n dt!VOt~d to t he fu ll t runspo rtatlon pot.:?ntl.il 
of Al.:tskan rlvc rs Lh.Jt ULClt.! l s even known of r lvPr chnrnctl~ r istlc!:> be .. 
yond th~ app roxim'"11:..: length, .rnd f n fow cn~c~ . the .rnnunl flo1J. r:·.,en 
s cosono l navigablltty l s known onl 'I to t he f 'w pllocs whop \\' the rive r ~ . 
Jncl ,, t best , l s unp red i c t :.ib l l! .ind un<locuml!n t l!t.I . 

~ incl! peLro lcLm , mincr.:lls , ant.I t l r:il!r comp l'l ~ ' bulk c::ir,oc:; \)f th!.! 
cvpe most :ipc to ccmpl~ment the eco 111J1nk aclvon tas;l!s of ri·ll'.~ r c r~111.;po r t , 

tit' l nck of <l~ v c l or~Pnt or even hns l c knowlcd K' cuncc rn ln~ the rivers 
pre!J.::nt :; .111 lmmed i a - c problem i n th~ 1 lcld o l tnrn::;p.Jrta ti on. r.h . t rtin>~ 
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of the rivers, collection of hydrologic data regarding river flows, train­
ing of river pilots, and employment of sophisticated river craft such as 
air cushion vehicles or hydrofoilc fo r transport of people and cargo 
should be considered basic priorities in the comprehensive planning of an 
integrated transportation system for Alaska . 

The bulk of Alaska's exports are petroleum, wood, and fish products . 
There is also substantial movement of ore fro~ the Yukon Territory 
through Skagway . Unfortunately, exports and imports have not been compat­
ible in their transportation requirements, and do not provide backhaul 
to a significant degree. As long as natural resources moving in bulk 
oil and ore -- comprise the majority of exports , this situation will 
prevail. 

A final problem is tha~ much of Alaska's trade ls not certif icated. 
Common carrie rs providing year-round service must publish tariffs and are 
regula t ed, while seasonal carso is carried by companies :h ~ch lease ships 
for 1 one-time operat ion and thus "skim the cream" from the total need 
fo r : ransportation, resulting in higher cos es foe the year- round sl1Lppers. 

For the inlJnd areas no t served by t he state highway system, tr<rns ­
portation l s Limited t o high-cos t and infrequent a l: service . For cities 
s uch J S J uneau , .\nchorage , and Fa! rbanks , frequen L jet serv lee has r esu ltcd 
in keeping fores down . ~lost other communities rely on small airc raft th:it 
have high operating cos t s fo r service. Hi gh ope rating costs r esult from 
infrequent service, sca ttered popula t ion, and l ow usP. 

l+. Ou t Look :rnd Opportun Lt Las 

J, ll f..;hw:lyS 

The mos t inuncdiat l! improvement ln the state ' s i:r~msport::ic:ion ts 
expec t ed t o b11 the existing hlghw\.l y sys t em. ln l977 , Lhe s rntl.! pub lish~d 
it s annujl six- yea r transport~ t Jon pla11. The plan lnc ludcs proposals fo r 
const:ructlon und lmprovem\!nt of lnnd .rnd marine highways and oirro rt s . 
l t ou t l l nc$ how the -; t ~Hc propos es to a Llocn t e and spend fo nc.Js fo r t r .11H1 -
porta t Lon Caclllcles , and id enti fies projec t s and tronspo rcncion fa~l l ltL~~ 

that can be provided w lth exis t ing rcsourecs . Thi! plan pain cs out thac. 
the progrnm will no t completed:; meet a ll o f hi.! state ' s c :-i tlca l t r .1 nspor­
tJC.lo11 ncL·<ls because !iufficil.!nt rc~ourccs wlll probnb l y not be .1v,1il.1bl~ . 

Th" prlodt.ie~ for highway consc rucc lon ".J re J•vc l ope<l on :-he bo~ l s 
of ff "S t tr1provlng th0 c:dut lng r0Jdw:1y sy:n cm , and removing :.;::if\!t:y li.i?.ards . 
and then pLrforming mt1jo r rcconst ruct lon or O l.!W c:onstruction where condl ­
tlons .ire mJst .:ric:lcal. 1'h11 ma in .1ctlv itics wlll b • r •construction, pnvln~. 
and briJg• -C!p l.1 cen.1?11t. The plon dol!s not dti;..:uss prlo r ltl •s r h:w~ pl:rn ... 
to r th' coni-.tru~ t Lon 0 1 n1.?w htghwn v links tlint cotJld b~com1.: ch~ b ... 1 ~fs (o r 
fu r thl.! r l!CO n )mh: d'v~lopmcnc . 

.\ recent cud>• by the D ·p~n·cm •n t of II i gh'-'·" !'!J ind kJ tccl iln ,Hid ltlori.1 l 
nccJ (o r <lu•>11t $300 milll0n tor hlghw:\'I r\!cunJ itlon1n1.1; ..i nd prn1H!. rv.H ion co 
k\!\'.'P th· !l t.Ot:•• ' J highwny~ trom Jl)t:cl'iol'JC ln~ furthe r du\! to oJ L p lp •l tn · 
r"lJtcd t· o n ~t.uct lon net Lvit ... . 

ll l-:J I Aithur D IJttle Inc 
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Early in 1970, in conjunction with the National Highway Needs and 
Classification Study , the Governor's TransFortation Task Force established 
the goal of reaching all population centers of 1000 or mor e (1990 estimate) 
with highway connections wherever technically feasible by the year 1990 . 
In addition , it was dete::mined that the configuration of the resulting 
network should take maximum advantage of the state's natural resources and 
provide opportunities wherever possible for enjoying scenic panoramas . 

One impor t ant highway link around which considerable ~ontroversy has 
~eveloped is the North Slope Haul Road that was built to allow move~ent 
of equipment and supplies for constcuction of the trans-Alaska oil pipeline. 
The state will be given the road by the Alyeska Pipeline Company . the 
issues surrounding the question of opening the road for use by t ouris t s 
and othe r industries include possible adverse environmental ef f ec cs and 
the costs to the state of improvlng and maintaining the r oad . 

The Governor 's policy statement on the road says that the road will 
be opened only fo r use by indust~ial and mining inte rest s, who will have 
to ,ay for the use of it. In 1976, Alyeska ' s road use c harge was St. OS 
pet mile ant.I that cove r ed only the mainc~nance cos t. The statement indi­
Ctltes tha t the soc ial, environmental, and f lsca l cos ts of complet ely open i11 g 
the road are too high. Residents ~ear the road are aga inst opening it and 
do not wnnt Lt to become pnrc uf t he s tate' s public l1lghway system . The 
Governor indicac:ed th.1t s tat ~ po licy conc~ rnin~ the road will be r eviewed 
yearly . 

Several potenti.::il highwa y links have been discus se t.l th:> t would gr ea tly 
improve the s t.:it e ' s transpo rt c. tlon networ k. 

l( n highwny t o thl! l\obuk wc rl! con~ truc t t.!d , ll conLlnuation t o the 
Lower Kobuk Valley and the Seward Pcnlns 11la would asHum~ .:i hi gh pr iority . 
Th l s road wo11ld open up ~skimo inhabit ed arcn~ to <iuto t ourls t s fo r Lh · 
fl r s t time. lt would serve a r en·· o[ h b~h m!ncr.1! potentlol :ind provldc .1 
s ur f.lee crons portation lfok fo r a no ther 11,000 i\l.:tskans . 

1\ r oad from the w1.: :;c: sld l! of Cook fnl c r to Bristo l B~1 y i s ."\l.:;o ~~iv•.m .i 

hi i h prlori t y by the s t:.1t 1:: nmonK the toL.i J hiKhwny nct.:ds . A te rr y link co 
Home r would connect to the m.lin h i g hw;i y netwo r k. ;\ mu ln J dvant .1gt.! o f such 
1 rn.1cl wo1,ld bt! the pr ovi.s Lon o l vc.1r- r ou11d s ur f.ice Cr eigh t ·c rv i ct.: LO 
B • L. t 0 l Bay through the ice - fr e e port~ " 11 lowt!r Cook In ll.!t. Un ~;urp<1$scd 

s port:> flnhln~ ~ir en s •.1ould b · more rc:idi L:.• cccss ibl-.: t o r es idents ind non­
rc:.; lJencs , jt1d till: ,1rc.i :;hows h1gh pot..:nc:(Jl for ndn~raj <i 'V('lopm •nc. 

The U. S . Fo r e:.> L ScrvJ ~c h.1:; loni; p l.1tinl.!d :in Lntcr-lsl..111d Hl t;hwuy 
System fo r t he Tong:iss N.1t l on.tl Fo r l.!sL. l t woulJ be dt.!s l ~n l.!d to co1111~c t 
t he mnln ~ommunltl es ond .1l so :.w rv 1~ n~ n mlln spln• ro.1d (or the hnrvcs t i n;; 
0L th' TongtlSD c:irnbc r ond mlncr:ll r c'lOlJ rc c~ . l t:J g ru:it1.' r vn lu~. how<'vc r , 
would lit• 111 the r ecrc..l t iu 11.1l oppo rL uniclcs Lt wuuhl up'11. 

tI r-d2 Anhur D Lmlc. Inc 
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The highway would rely vn small ferries for inter-island connections . 
It would not compete with the th:.ough service provided by the large ferries 
of the ~arine Highway, but would complement it. Ultimate costs for the 
!nter-Isl and Highway are now estimat ed at $314 million fo r 455 miles of 
r oad to connect from Haines to Ketchikan. 

Congress has authorized the President to open negotiations with Canada 
for paving the Alaska Highway. The benefits to the State of Alaska from 
paving the highway would be quite significant and would include increased 
tourism, lower transportation costs for trucking, increased ease of access 
fo r Alaskans in trave l to other states, and enhancement of the Marine 
Highway System. The Marine Highway has proven to be an extremely attractive 
method of travel t o date, but many who would otherwise travel in one direc­
tion by water and the other by highway have been deterred because of surface 
condit ions on the Alaska Highway. Highway- based visitors of fer especially 
high potential fo r economic benefits slnce this type of traveler is more 
likely to spend significant periods in remote areas , provided access is 
available. 

The r e is a l so a need for roads linking small commun.lt1es with the ir 
airpor t s. The role of development roads to aid in the harvesting of 
r esources h ; been hotly deba t ed .in Alaska. The main a rgument is i..;hethcr 
government o r indus try should bear the cos t s, or ln what proportlon they 
should be shared . Tot::illy diffo r~nt programs arc fo llowed for timber , 
minerals , and oil . 

Thi.? F'urest Ser•1i.ce h:.is a long- r::in g~ program for d~velop i.ng .:in nccess 
roi'd :ind trnil sys tem that l s :iiracd at .:ireas of hi.gh timb~r potential :rnd 
olso t hose of recreational promise . Tlmbcr producers on state ond othur 
[cdt? r .i 1 I :rn d~ mus t build their own roJds. The Fo rest Serv i. ce prerers to 
control lt s road program as a pr ime mc thud of 1 Lmit lng cllvironmcntal dnmn ·~~ 
fo r the lands under lt s contro l. 

The oll. lndust r y has construct •d ro;1J:; to serve Les needs , wlth no 
pnrtlcular desi r e for gove rnm~nL subsidy uv~ r expressed . Extensive access 
roMI "iVS tem~ cxls t on the l\cn.:il Pl.!ni.nsula , the west side of Cook !nlct , 
nnd the ~forth Slope .::is a result of oll devclL1pmcn t. The sta t e h:is t aken 
som\! of these roads i.nto the - t :i'".:! sy$tem when n pub lic nccJ i.n .:irluitlon 
ti) tho t o ' the o ll lndus r: r >' b..:cJnlc appn rcn c: . 

Th11 mlnln~ lndustry , ""'h i.ch could bu :.i ·;lgn ilica11 t l:lCt ;) r tn the s tate ' s 
~conom l c dcvelo~~,nt , has been Ln 3 genernl s Lntu of decline since Wo r ld 
Wur r1. The lnck of .:ldequa t c t rans por cnt fon tnc llltle:; h.ts been m.1j ur 
co11tributlng f..ictor . Not onl y Jo •s tlw J:Jck of th sc- t.:tcllic:i es cause 
inc r c::iscc.! cost::; for equ lpml!nt l 11H.l url! sh1pnh.:nc :; . but: the i. so lat:ion of bush 
areas cnus f:!s hlgh oper~ti:1 g cost~ fur a ny commc rclal o r tn<l ustr1:i l act:lvi.c:1 . 
,\I though m.l n y m lnurn L~ ln h lgh dl!m. tnd i n t:h!.! Un ltucl St.tll.!S j(C found In 
nbundnnt supp l•; ln Alnsk::i, cr.10s port.1tlo11 cos ts hnvc lnhtbltt.!d <l\!tr1ll c<l ind 
t n tens lvc exp lo rat.ion ln :nnny cases rnd lwvc ~~ nu:rnd o the rw i sl! prof l t.1b I~ 
propo~cd op1•n1tions to becom" llll.tt:tn1 cclv1' invl.!stment opportunltic~ . The 
st~ltl!, rl!cognizlng chis prob l em, h.:is irn111 tlr.t' LO cim...: conduc t ed pro>;r.1rns 

Arthur D Little Inc 
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for f i nancing mineral development access roads, but funds avail able have 
been extremely small in quantity . Generally, these funds have been 
sufficient to only cover relatively short connections to the existing 
s ystem and have not been of sufficient magnitude to develop signigicant 
highway corr idors. 

The Alaskan situation is in complete contradiction to that in Canada 
where an active program of builci lng roads to develop northern resources 
is under way in the Yukon and Northwest territories . The Canadian Federal 
Government is making substantia l investments in high- quality roads as a 
major incentive for resource-based industries . 

b. kailroad Transportat ion 

The outlook for r a ilroad transportation in t he state depends in pa!"t 
on the future owners hip of t he Alask~ Railroad, and the development of a 
r a il l i nk wi th the lowe r 48. The Fede ral Government has of fered the 
railroad for sal e t o e it~e r the sta t e or a priva te buyer . There have 
been no off ers from priva t e sourc es. 

The sta t e has shown 1 i.ttle in t e r es t i n the line up to now. If i t 
becomes possible t o finance the no :- the rn ex t ens i on by c hanging owne r ship 
to the s t a t e , i t might be possible, but a t present there is no evident 
benef it tha t would ma ke t he s t a t e want t o pay $100 mill ion t o obta in a 
se rvice it i s alr~3dy r eceivi ng . 

In Canada , the r e a r e active plans to extend t he Pacifi:: and Cr eat 
Eastern Rail road northward from TJr.ince George to Whi tehors~ i n the Yukon 
Te rr i tory . This would provide a r a il connec tion t o t he WP&YH and t he 
cont i nental rail ne twork. Approxima t ely 600 miles of track wnul d be 
nece .::: sar y t o 1..:<tend the Alaska Railroad t o Wh i t e ho t" ~e . AJ vantages woul d 
pr i marily accrue t o ea s t e rn AlaHka ' s min lng indus try by ma king poss i.ble 
d lrec t sh i pment of ore t o t he smel t ers in th e midweste rn Uni t ed Sta t es . 
Presently , Yuk0n or es a re sent by truck to Whi t ehorse , by WP&YR ~o 
Skagway , by s l1 lp to Vancouver, and by roll to the smelte r a t Trail , B. C. 

A proposed rQil l lnk connecting Alaska and Canada w~uld conne: t Al asko 
b;• ra il with the lower 48 . !n 1975, th~ Al aska l t!gisla t ure passed n r eso lu­
t l.:>n ns ld.ng tlw Governor t o cn l l n confe rence to con sid~r t he connection of 
Al<1!ika ~ind Cnnsda by an all-rail l and r oute l eading to t he midwescern a nd 
e~i s tern ma nufac turing centers . The con te r ence he ld i. n Apri l l 976 reached 
conclusions that ( l) Alaska was fa r behind the Yukon Te rri t o r y ant! 
Northern Canada in lts r csca : c l1 on che po t ent ial fo r a ral l route , and 
(2) the concept of ra i l connec t ion be t ween Can:'ldn .md Aloska l ooked prom­
i sing nnd should be pursut!d a t thls time . The legis l ature app rop r iated 
SS0 ,000 for a s tudy of chis poc enc la l. 

The new rallroncl would gener ally parnllel the Alaska Highw:1y from 
Tetli11 i nt o Fai r banks . The pr oposed rout ~ would re~uire 297 miles of crack 
tn Alnsk:i , 568 mile::; i n the Yukon, and 100 miles i n Bri t i s h Columbia . 
Th• land a r ea fo r th<: ontirc rout e ln Alaska rnny be se lec t ed LhroulJh the 
emin ent domain auLhoricy c 1 the Al4qka Railroad . Cons t ruc tion costs are 
estimated at ~ibout $ 1. ' m llion per mllc . 

rn-s:. Arthur D Litt le. Inc 
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In attempting to estimate the future volume of such a rail route, 
potential s hippE!r.s were contacted (131 in the United States and Canada) . 
The responses indicated t hat the railroads could be an imporcant factor 
contributing to furc~er mineral development in Alaska.* 

The report estimates that one mil l ion tons could flow across the 
route by 1985, given competitive servic2 and no new development. 

Proposals co i mprove railroad transportation in Alaska include the 
extension of the Alaska Railroad to t he Kobuk copper deposits and to the 
oil fields at Prudhoe Ba y . 

c. :!arine Transporta t ion 

The development of Alaska's resourc es has been large l y dependent upon 
marine transportation, and this situation will probabl y continue in the 
foreseeable future . Fa irbanks i s the only major population cente~ not 
located on the s eacoast . The development of Alaska' s oi l, minera l , timber, 
fish, and other resour ces will dep~nd to a g reat extent on adequa te marine 
trans porta t ion a~d t he provis ion o f port fac ili t i~s t ha t will enable cargo 
co b~ cran3ferred a t mini~u~ cost:. 

Bes i des port fac ili t ies for hand ling ca r go ships, the stat~ mus e 
s upport an exten s i ve sys t em of small boa t ha r bors co s er ve t he needs of 
i ts fi shing f l eec s and i ts many cit i zens dwell i ng a10ng i ts 33 , 904 miles 
of t idal shore l ine t ha t us e t he sea a s a bas i c means o f tra nsportat ion o r 
r ecrea t ion. 

The developmen t of l a r ge ice~reaki ng t anke r s and s upply vessels chat 
•..1 ill be abl -: t o opera t e i n t he ic ebound s·eas wi th a nini:num of i ceb r eaker 
assis t ance appea r s co be ess entia_ t o achieve ye~ r- round transpor t a t i on 
of re$ources by sea f r om northe rn and ~escern Alas ka . The ec~nomic 

pr ac t icabi l i t y of each pr oposed ope r at i on i n t he Arctic o r in t he i ce of 
the nea r Arc t i c , howeve r , mus t be cons tde r ed a nci analyzed sepa r ately since 
t he economic planni ng fac t ors vur y i n each ins t a nc~ J f use . 

Yea r-round naviga t ion 't o Ancho ra~e , Alaska ' 3 l eading gene :-al car 30 
port, and Dr i ft Rive r and ~l~is ~i , che por t s from which Coak Inle t pe cruleuc 
product s a r e s hip ped , i s a r ece~ t deve l opmen t . The r e a r e indica t ions t ha t 
convent i ona l dee p- d raf t i ceb r eakers are not sui tabl~ fo r t he shallow ·1ate rs 
and swif t cur rent s of Cook Inle t a nd t ha t d s pecial iz ed icebr eake r shuuld 
be developed. 

t•Alaska Depa:- t :Jen c Jt Comoe r;: ~ and C:conornic De•:e l o?men t, )!.vi3 i.on of 
Economic Enc e t ? r ~se , Alas~a-C~nad a :~ansconcinenta : ~a~l ~onnec : ion to 
Concizuous Un t : ed 3tat1i , ~anu3~~ t;77 . 

H! - e5 
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Studies are underway by the State of Alaska and the Corps of 
Eng:..neers to determine what ports should be developed to serve Alaska 
north of the Aleutian Chain. Regional ports are being evaluated at Bethel, 
St . Michael, and Port Clarence at present. 

The upgrading of marine navigational aids along northern coasts and 
in the Valdez area is receiving high priority . Radar reflectors and 
r adar transponders were installed during 1971. 

A large increase in shipping, primarily in tankers operating from 
raldez and other ports, will require more sophisticated navigation if 
~chedules are to be maintained in bad weather, especially during periods 
of reduced visibility. The planned national navigation system, which is 
intended for use by aircraft or ships, could meet this need if it can be 
implemented before the tanker traffic begins to peak. 

The economies of size will be difficult to achieve in the limited 
Alaskan market if there are too many participants . Up to this time compe­
tition in marine transportation has proven beneficial . As competition 
expands into areas of low cargo generation, it may have a deleterious 
effect on the industry, and make consolidation n~c~ssa ry as has occurred 
in the intra-,.la::ka air services during the past decade. 

The Feder..il \f- rit:ime Commission in its 1968 Alaska Trade Studv 
recommenderl the following courses of action to improve waterborne 
conunerce in Alaska: 

• 
• 
• 
• 
• 

• 

• 

Comparative freight rate studies, 

Containeriza tion of cargo, 

~odernization of cargo vessels and handling facilities, 

Development or r esources to rrovid~ backhnul car go, 

institution or developmental f r eight cates to encourage 
resource development and extractive industries , 

Re habilitation nd expansion of wharfing , warehousing , 
and drayage facilities, 

Establis hment of central ly located redis tribution 
ports, and 

• Imp rovemen t of river and harbor facilitle~ . 

Some progress has been mad~ in all ar eas but those deallng with rate 
studies. A comparative ra:e study which tnco rporatcd a comparison of 
rat es that would be possibl e wi thout the Limitations imposed by the J ones 
Act would provide a s ubs tantive base f rom whicl1 to further modernize 
Alaskn's mari time trade . 

[ tr - 8f 
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If major port facility improvements are to be made at the various 
ports throughout Alaska, it will be necessary for the Federal Government 
and the state to participate with the cities in providing the modern 
facilities required. It is doubtful i f many of the seaport communities 
could "go it alone" on such an expansion program. 

The question of obtaining enabling legislation to provide for the 
development of a port authority should be investigated. Previous studies 
of the problem have indicated that until Alaska's Constitution is amended 
allowing port authorities the right of taxation for the support of bond 
issues, a port authority would be quite helpless in attempts to finance 
programs. There is no doubt that improvements must be made to many of 
the ports of Alaska . 

The statei in cooperation with the Federal Government, should assure 
that the land areas which will be required for port development in the 
future will be retained in public ownership for that purpose . Except in 
special cases, private ownership of port areas should be discouraged . 

The cost advantages of the Marine Highway to the state were graphi­
cally shown in the l969 report to the Alaska legislature, which showed 
capital costs of $34 million for the present southeastern system versus 
$4l0 million for land highways t o serve the same area . . 

Future improvements to the Marine Highway envision the use of air 
cushion vehicles or hydrofoils as technological improvemen t s make these 
high-speed systems cost competitive. Such improvemencs will probably 
be limited to new routes until the present fleet is amortized. 

Air transportation will continue to grow in Alaska because of its 
advan t age for an undeveloped, la rge , sparsely settled region. It can 
provide flexible, reliable trans ?O rtation with a minimum capital invest­
ment. High fares and cargo rates wlll continue to be inhibiting factors 
in the upgrading of the economy Ln these areas r elying on ail" transpor.tation . 

Air fares and freight rates between Alas ka' s main termina ls and 
overlying are::is are the most expcns lve p::irts of t he system. The places 
most impacted by ai r tr::insportatLon costs a re thos e most in need of service . 
This problem cannot be solved by improving the infrastructure because t he 
small, widely scattered communities will neve r b~ able t o genc rote the 
cargo or passenger flows that will genera t e economies of s cale. 

Extens i ve work is required ot many of the state- owned airports in 
west~ rn Alaska before th~y ~ill be suitable fo r jet operations . Airport 
requirement s for jet aircrof t a r e costly and time consuming . It i s 
imp~rative chat an nr ea or statewide pl~m be lmplemented t o forecast 
and provide the necessary di:veloprnent s t o permit the efficient uc:i.llz3.tion 
of equipment . 

Eventually all communiti. ~s wil l be l.lnked by road to ::i meuium hub 
airport . This will mnke it posslb l e to provide low- cost air fre i ght 
Std rvtc e .::it :'. r equenc int e rvnls to the bu lk of the sta te' s 223 communitfos . 

rLI-87 
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I . ELECTRIC UTILITIES 

1 . Summary and Overview 

About 90% of Alaska's population has r~asonably reliable electric power. 
Only about 10% of the state's retail electric power customer s are served 
by private utilities . In all regions except the Southeast, electric power 
use has grown faster than the national average rate of 7% annually . 

Electricity prices in Alaska are generally higher than the national 
average and show a large variation from community to community. Anchorage, 
the region of largest demand, has enjoyed the lowest electricity rates in 
the state because of the availability of low-cost gas from the Kenai 
Peninsula . 

The Alaska regions vary in the composition of their generating capacity. 
The largest electric power genera ting capability is l n the Anchorage and 
Southcentral region. More than two-thirds of the r egion 's 394.6 megawa tt 
(Mw) capability is gas turbine generated. In the Fairbanks a r ea, coal­
fired steam turbine plants account fo r about 60% of the r egion ' s 180 .0 Mw 
capability. Hydroelectric power is significant only in the Ancho rage­
Southcentral r egion (11% of total capability) and the Southwest r egion 
(43%) . 

The major problem facing utilities in Alaska Ls the high cos t of 
elec tric power. Operating cos t s are l1igb because of high construction 
cos t s and because the con5truction of small sca tte r ed plants to serve low 
gr owth increments has prevented the utilities f rom realiz ing economies of 
scale . 

Electric ut ility genera ting requirements in Alaska are expected to 
grow at J grea t e r r ate than i n t he lower 48 . The grea t est i ncrease is 
expec t ed to be l n the Anchorage area and the smalles t ln the North\.Jest and 
Southwes t regions. 

Alaska has abundan t f uel s to meet future gencratin~ ~ap~ci ty r equire­
ments . Future fuel use and n . .,1 Jability wil l depend on t1 1e outcome of 
certain regulatory and pr icing issues in~luding: 

• The availability and pricing of residual fuel oil , 

• Federal r egulations on the use of natural gas by 
utilities , and the pr lcing of natural gas , and 

• Coal mini ng and dcv~lopment costs . 

Alaska has n huge untapped poten t ial fo r hydroclectr l~ devl!lopmcnt 
b Jt the r emoteness of the sites f r om l oad center s , and the high constr~c­
t . on costs , may limit thei r development . The cl eve lopmen t o t Al.Jska ' s 
lrclroelec tr ic powe r po tential would naikc power avall.:ible for electrtcl:y­
b tensive lncl ustries such a s metal rcductlon , :\tuminum produc.;ti.on, and 
c 1·ment m.~ nu f:tcturing . 
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2. Present Status 

Four basic sources supply Alaska's electrical power: 

• 
• 
• 
• 

Industry - 108 Mw 

Military - 218 Hw 

Private home generators (no figures) 

Utilities - 738 Mw 

The first two of these, industrial and military electrical power, are 
insignificant since chey are essentially independent of state population 
and income levels . And while privately generated power fo r home use is 
important"because of incomplete utility coverage, its use is declining, 
and existing programs of rural electrification will continue this trend. 
Therefore, the largest component of electrical power in tlie state is that 
generated by utilities. And, because military requirements will not expand 
appreciably and population increases will be concentrated in urban areas , 
utilities in the future are expected to supply an even larger proportion 
of the s tate's electricity. In 1970, approximately 87% of Alaskan house­
holds we re connected to electric utilities . Those not connec ted included 
villages , households with access to elec tricity but no des ire to consume , 
and households isolated from any power source or community . 

Alaska's electric power indus t ry has traditionally been oriented towa rd 
mining operntlons , fish canneries, lumber mills , a nd trading posts. For 
man) communities, industrial and comme rc lnl power install.1tions were the 
only source of electricity. Some of Alaska' s present uti l ity systems arE~ 
dct:lvatives of these ear lier commerc Lal anci industrial enterprises . In 
contrast to other sta t es where subr.;t.1ntial :Jmounts of gent? r at lng capacity 
are privately owned , in Alaska only nbout LO% of retail custome rs are 
se rved by priv11te utilities . About 90% of Alaska ' s populJtion has reasonably 
rellable electric power . 

[n all regions except the Southeast , grO\..tth in e lectric power sal0s 
has exceeded the long.- run nat t0nul ave rage of n . Ind iv i.dual util itics 
have cxpe rl-:>nc ed much more rapid growth . Of t he sta te' s largest utilities , 
Golden Valley Electric Association in Falrb:Jnk3 grew most rapidly --
more t han 20% annually . 

Differences ln growth rates of clcctriclty use arc only partially 
explained by differences i n the rates of population lncr~nsc. In addition , 
percent of population served by electric utilities has also been l ncreas lng, 
.1nd cons umptlon per custom<!r has been Lncrt.!Lts lng .it different rates In 
different r egio11s . T~tblc rLI-1 9 show~ thL? number or cus t ome r s and cons ump­
tlon per customer fo r the commercl..tl anJ lndui;trlol s~c tors . 

Resldcntlal prices Eot· tdectricicy , whkh nr~ generally .1 decreasing 
function of the quantity co ns umed, show .'.l large v::iri.1tion from community 
to community wlthl.n the s t.:it ~ . The 197L1 cos t of 500 kilowatt - hours (kwh) 
per month v(lricd be tween $13 ln :\nchot".:rn e .:ind SLJ L.96 in De11dhorse (2 . 6 
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Southeast Commercial 

Southeas t I ndustr :I n l 

Southcent ral Conuner<.ial/ 
lndustr lnl 

Anchorngc Co11une r ci1:1l / 
fnd ust:rtal 

Fairlwnks Connnerc t<1J / 

lnd11st1· l u t 

TAl1U!! III-19 

AVERAGE ANNUAL COMMERCIAL /\ND INDUSTRI/\ L 
ELECTRICITY USE PER CUSTOMER 

1965 1970 

Averag~ Aver ge 
Annual Annua · 

Number of: Mwh per Numb e r of Mwh pe)r 
Custome r s Cus tamer Cus t omers Cus tom~·r 

\ 
1,608 20,345 1,761 25,117 l 

57 L1 57 , 912 

1 , 575 35, 591, '2 ,1147 119,11 1.2 

J , 035 /16, 997 ,, , 093 6J,L60 

1 , J.1.8 25, J 8 L ] , 717 62,087 

1974 

Average 
Annual 

Number of Mwh pe t· 
Cus tomers Customer 

1,359 28 , 852 

13 l,L101, 385 

2,839 53,583 

5 ,] 32 85 , 395 

2 ,073 7l , 1,1,9 

Su11n:e: U11lvers l ty of J\l:1ska, lnstltutC! of Social and Eco110111ic Restrn r ch, Elet:Lric l'owcr 111 Ala~k:i, 
1976-1995 , August 1 976 . 
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cents versus 26.4 cents for one kwh). Anchorage, the region of largest 
.demand, has enjoyed the lowest electricity rates in the state because of 
the availability of low- cost gas from the Kenai Peninsula. 

Compared to prices nationally, the average for Alaska is high , but 
during the decade of the 1960s, it fell in real terms and also relatively. 
The Alaska averag~ in 1960 was 4.32 ceuts/kwh, while nationally, it was 
2. 47 cents/kwh . By 1972 , the Alaska average was 3 . 33 cents/kwh. To a 
large extent, this downward trend reflects the price of electricity in 
Anchorage , since more than half of the state's electrical consump t ion 
occurs in the Anchorage area. More recently, the downward trend in prices 
has reversed as a result of increasing costs of fuel, construction , and 
capital. 

Prices for commercial and industrial consumers, when diffe rent from 
residential rates, are generally lower and trends have tended to follow 
those of the residential sector . 

The Alaska regions vary in the composition of their generating capacity. 
The largest electric power generating capability is in the Anchorage and 
Southc encral region. The region has a total generating capability of 
394.6 Mw of which 68% is gas turbine generated. In Anchorage gas turbines 
are used as baseload units (peaking units elsewhere) because of the avail­
ability of low cost gas. In the Fairbanks r egion, coal- fired ste&m turbine 
plants account for about 60% of the region's 180.0 Mw capability. ~!any 
of the coal-fi~ed planes are located at the mine-mouth 108 mile~ from the 
city . In the Southeas tern region and in rural Alaska diesel generation 
accounts for 57% and 93%, respectively, of total generation capability. 
Hydroelectric ?Ower is significant only in the Anchorage and Southcentral 
region (11%) and the Southeast r egion (43%) (see Table 111- 20). 

3 . Problems 

Utility costs in Alaska are high compared witl1 those in the lower 48. 
Although Alaska has plentiful amounts of fuel for use in elec tric power 
generation , op~rating costs are high because numerous small sca tter ed 
plants have been bui!.t t o serve low growth increments . Consequentl y , the 
utility plants have been unable t o achieve economies of scale that would 
be possible for plants serving l a rge populotlons. High cos es make it 
difficult to bring electr i c power to remo t e 3 CC3 S . High cons truction costs 
and the tsolatlon of demand centers wil l probably continue t o contribute 
to the high cos t oi elecrric power in Alaska . 

4 . Outl.:iok .1nd Opportunitil!s 

Electric u1; ility generating requirem~nts ln t\lask.:i nre expec ted t o 
gr ow at a greate r rntc tlwn in the l ower 48 . The grea tes t i nc r ease will 
be in the Anchor age a r ea and the smalles t ln the No rthwest and Southwes t 
r eginns ( se~ 1' ble III- 2l) . 

UI- l Arthur D L1ttle. lnc 
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TABLE III-20 

ELECTRIC UTILITY GENERATION CAPABILITY BY REGION AND COMPOSITION 

Total Capabili ty 

Largest Unit Type 

Composition (Nw) 

Stl:!um Turbl.ne 

Gus Turblne 

llyc.lro 

IHcse I 

(Mw) 

Average Utll i ty Size (~w) 

Stc~1111 Turbine 

Gus Tu rb Inc 

llyd ro 

l>lesel 

Anchorage and 
Sou thcen t ral Region 

394.6 

269 . S 
(gas turbine) 

•14. s 
269.S 

L1S. 0 

65.6 

111. s 
269.S 

115. 0 

6 . 6 

l"airbanks 
Region 

180.0 

108.8 
(coal-fired 

steam turb:i.ne) 

108.8 

7.2 

611 . 0 

108 . 8 

7.2 

9 . J. 

Southeast 
Hegion 

192.S 

57.7 
(hydro) 

32. J 

ll0.3 

ll.8 

J. I 

Rural Alaska 

23 . 0 

3.0 
(d iesel) 

l. s 

21. s 

L. s 

(). 5 

Source: Unlvl.!t:s.ILy of A l 11sku ln::ll: l t 11 t1! of SocJul and Econonrlc Hesc111:ch, Electric Pm,~ 1 · ·111 Al11ulrn, 
1976-1995 . 
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TABLE III- 21 

ELECTRICITY REQUHU1ENTS IN ALAS KA , CAPACITY ADDITIONS 
(megawatts) 

Low High 

Anchorage and Southcentral Alaska 

1974-1985 506 1,133 

1985-1995 938 2,768 

Fairbanks 

1974-1985 79 221 

1985-1995 122 380 

Southeast Alaska 

1974-1985 48 48 

1985-1995 45 72 

No rthwest and Sou thwes t Reglon 

197l+-1985 l 13 

l98 5- 1995 2 23 

Source : Univcrs lcy of Alaska Insti tute of Economl c ~nJ Social Resea rch , 
Eleccrlc Power ln Alaska, 1976-l995 . 
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Alaska has resources in abundance to generate electric power to meet 
its future requirements (oil , gas, coal , or falling water). The availability 
of the resources to load centers, the thin transportation infras tructure, 
and the isolation of major centers has produced such anomalous situations 
as burning natural gas in gas turbines in Anchorage, burning low Btu coal 
in conventional steam electric plants in oil and gas-free Fairbanks, and 
shipping diesel fuel to villages near sites with enormous hydroelec tric 
potential . 

Any planning for future fuels availability will have to acknowledge 
considerable uncertainty and problems: 

• Geologic fortune in regards to discovering more 
natural gas in South Alaska. 

• The availability and pricing of residual fu~l oil. 
To date residual fuel has not been burned to a 
~ignificant extent. A federal ban on natural gas 
burning in utilities and natural gas pricing may 
change that. 

• Federa l r egulations on the use oc natural gas by 
the utiliti• a nd the pricing of natural gas . Gas 
use may be .J.:rnned outrlght and the ga· dis tributed 
to higher priority r esidential or Lndustrial users. 
Even if utility gas burning is not banned ou tright , 
if the pr ice of natural gas is great er th;:in an 
alternative fuel source such a s coal, natural gas 
mJy be Jiverte<l to better use . One use would be 
convers Lon to .:umnonia and uren for expo rt. 

• Con l minlng and development costs . Con! would appea r 
t o s how the gre.'.ltest l ong-term pri.c:e s tabilit y and 
l s forecast to cost l ess than gas a nd oll on a cents 
per million Btu bas f:; when uvJllnbJe . 

Uncertainty in the g rowth rntl!s of Alnskn' s relatively small lond 
cl!nters a nd the dlversity of the lo,1d center s accentuat e the difficulty 
of meeting future el ec trical demand without se rving :ls a brake on the 
economy. Onl y for Anchorngc , and 1f ln tcrt led to Anchoros~ , r~ lrbanks, 
wlll i t be poss ible to construct highly ef f le font conventional s t enm­
elcctr I c p bnt: . However, a s lowdown ln demand growth could reduce 
sys tem rcllabillty by pl::iclng too much reliance on a singl e l a rge plant . 
Providing more c;:i pllcity by gai-> turblnes mny provtt to bl! n bet t e r match of 
c.".lpncity to dcmnncl .1t the price o( less fuel cff iclency and potentially 
higher cost over the li fe of the unlts. Deve lopmenc: of L:trgc hydroelt.!c tr k 
pr oj .:?c t s fo r the two reg ions l s atc:roctlve because Lossl l fo~ l rc :>ources 
~oulJ not be burn~d to gen~rnLc cl~cc rlcicy , but the caplt~ l co~t l s 
very h lgh and dependence on such o L nn~u s lnHle source v l:i long d ls ta net! 
hl~h volt:i~c l ln1.1s mnv b~ un.1cc1.1p L:\bl c . 
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In the Southeast part of Alaska, small towns and villages are dispersed 
over a large and rugged region. New electrical demand would be best met 
by development of nearby hydroelectric sites and the installation of low­
speed diesels or regenerative gas turbines. 

The remaining areas of Alaska, the Northwest and Southwest , have a 
ve r y lo~ level of electricity demand are forecast to grow very slowly. 
The cost of f i nancing electrical units has historically been a serious 
burden and will remain so because of the small units required. High-speed 
diesels provide virtually all the electricity for the region and probably 
continue to do so . Regenerative gas turbines fueled by diesel fuel would 
be competitive with long- life but higher-cost low-speed diesels. 

Hydroelectric development has been limited to relatively small units 
serving nearby local centers. Alaska has 31 hydroelectric plants -- 2% 
of U.S. total. Installed hydro~lectric capacity is 123,000 kw -- 0.2% of 
the U.S. total. Although Alaska has many undeveloped hyd roe lee tric sites, 
the remoteness of the sites from load centers has constrained and may 
continue to constrain their development. Large hydroelectric projects may 
make long distance transmission of electricity feasible, but the project 
may incur unacceptable environmental damage. Large hydroelectric projects 
are very expensive and will take a l ong time to implement. The proposed 
1,568 ~~ Susicna Project is estimated co cost $1.2 billion and take 6-11 
years to complete. By comparison, a conventional steam elect ric plant or 
gas turbine would be only about one-half or one-third as expensive. The 
principal advantages of all hydroelectric planes are their simplicity in 
operation , very low opera ting costs, and rcllabilty . 

Alaska h..i s the potential for vast hy<lroelectri.c' de··eloprnen t (sec 
Figure III-15) . Alaska con tains over 40% of the hydroelectric power 
pocenc Lal of tht! Un lted Scates. The 89 undeveloped potential sites have 
a potential copac lty of 33. 3 million kw -- 29 . 3% o t the U.S . total po cen­
t iul hydroelectric capac it y. The development of tl1is potential would moke 
power available for e lcc tricicy-inten ~lve indu~ trics , including metal 
reduction, aluminum producclon , and cement ma nu facturing . Th~ following 
f Lvc hydroel ectric plants hove b~cn proposed, each l1avtng a long construc­
tion period: 

l. Thomas Bay Hydrod ecc ric Project Pe tersburg 

2. Bradley 1.ak~ llyd roelec tr 1c Proj cc t Horner 

J. W.:it:ina llydroelectrlc Project Susitna River 

Devil' s Ca nyon Hydroelectric Project S11siLna R lver 

5 . Ramp:.irc llyd roe l ec cr lc Proj~ct Yukon River 
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