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CONS.TRUCTION AN]> BUILDING MATERIALS 

:f!FRICA 1969-tt 

Re.~earch in severa1 ·areas :l:nto ways of promot:Lng 
imp~ovements in · u~e efficienoy •of building ope rations at 
in ... ermediate levels in developing countries, followed ' by 
-t:1e publication of teaching manuals on small contractor 
training; undertaken on behalf of the Ministry of Overseas 
Develol>ment. 

GHANA· 1972-73 

Development o1' low-cost, self-helf building techniques in 
c ollabo r a tion with the Depa rtment of Housing and Planning 
Re s earch, Unive r s ity of Scianoe a nd Te chnology, Kumasi; 
supported by Christian Aid and Scottish War on Want. 

INDIA 1973-74 

n e s ear c h into sma ll-sca l e building m~terials industries in 
India a n d the p ossible tra nsfe r o f tho techno logy emp l oyed 
to the African continent; s u pporte d by tho Wates Foundation. 

SUDAN 1973-74 

De v e lopme nt of proto type forro- c ement rive r craft for loca l 
cons :bructio n and us e on the Uppe r Nile , carried out on 
b e half' of tho Sudan Counc il o f' Churche s in colla b oration 
with the Southe rn Region Ministry of Coop e rative s and 
Rurnl De v e l opment and supported by Christia n Aid. 

GHA NA 197..i 

A study of the fe a 8ibility of' e s tnblis hincr s mnll-s cal o 
monnfuoturo o~ limo pozzol a n a undorta k on a t tho r equ e st o f 
t h e Ghl.Uln Build ing Re sea r ch Estnblis hmont. 

TANZANIJ\ 1974 

Advice t o tho Tanz a ninn Gov e rnu1ont on t h e osta.blieh mont o f a 
p r oduction / tra ining c e n t r o f o r em' .tl-sculo lime product:i.o n a nd 
o the r building ma t eria ls. 

SUD/.N 197 5-76 

Advice a.nu a s s ista n ce t o tho s . Sud an Rog:lon a l Dov o l opmont 
Corpo r a tion on the u p -ffrnding o f tho l o c a l. building mnto!'in l s 
i n dustry a nd the establi shme n t o f lab our-intonsivo b r i cks nnd 
tiles mnnufncturing f ncilitios f undorto.ko n nt t h o roquost of t h o 
Co r por a tio n o.nd t h o Sudnn Council of Ch urche s • 
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LESOTIIO 1976 

A market study _ :fo~ the deveiopment o:f the bri~k, b~oc~, stone 
and re1ated building materia1s industries, with special reference 
to the feasibili.ty of local manu:fac*11Z!e , on behalf of the 
Co~monwealth Secretariat through the Commonwealth Fund~ :for 
Technical Coop~ration. ·· 

) 

TANZANIA 1976 

A technical. assessment of pros:1ects for small.-scale lime­
pozzol.ana manufacture in Arusha r egion, undertakan ~n behalf 
of the Small Industries Development Organisatl~n. 

TANZANIA 1976 

Advice and assistance in establ:l.~hing product:ton/training 
in brick and til.e mauuf'acture by village cooperatives. 
Undertaken on b e h a lf of the Ministry of Overseas Development 
at the request of the Sma ll Indus tries De v e lopment Organisa tion 
of the Gov e rnment o:f Tanzania. 

TANZANIA 197 '7 

Examina tion of manpower, education nnd tm..J.ning a spects o:f the 
con struction c.nd relatocl industri e s for the Ministry o:f Works 
on b~hal :f of SIDA, as part of the Tanzania Construction Industry 
Study. 

T1.NZ1.NIA l .977 

Preparation of course materia l for, a n d l ec turing at, tho 
ILO African Reg iona l Course for cons truction management '.:raine rs 
on b oh nlf o :f ILO/ NORAD. 

GENERA~ 

Repo .• : t :for the Building Re s nnrch Eatablishmont doscrib.ing the 
rango or brickmaking technolog ies in developing cou~'ries (1977). 

In addition to the a b ov e , tho Gr ou p 's r es ident o~vil vngineor 
h a s partioipntecl in ILO mission s to Indonosia (;.974 - site nnd 
service sohomee r ol o.tive to roaettlemnnt prograrrmos), Loso tho 
(1975 - l a b our intensive · .. oad construc !; i on methods) and Sudnn 
(1975 - rogonerntion or loca l buildin B 1n du s triou ). 
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SMALL INDUSTRIES 

KENYA 1969 

Advice .on the development potential i'or mra.l .induet~ie's with 
' ' J, • l 

special rei'erence to· sisal, wood, metal and lea·ther work. 

TRINIDAD AND TOBAGO 1969 

To advise on the development potential i'or small-scale 
industries in rural arees; a joint ILO/ITOO mi·ssion. 

A report .for the ILO on small industry potential in rural areas. 

BOTSWANA, LESOTHO AND SW/4ZILAND 1970 

~ study of' small enterprises and recommendations .for 
entrepreneural. devel.opment in the countr:J.ea cuncernod, 
conducted at the request o f' the Ministry of' Overseas Development. 

TOGO 1970 

Survey o:f the most e.ffective means o:f establishing small-scale 
industries, undertaken at the request of: tho Economic Commission 
.for Africa in collaboration with U;tTIDO experts. 

CAMEROON 1971 and 1976 

Assistance in establishing n rural crafts industry; .fol.lowed 
up ir.. 1976 with n .further visit to report on development progrosE1. 

NIGERIA 1971-73 

Research into tho .feasibility o.f establishing light industry 
production/tra.:Ln.ing capability in the Northern States, followed 
by the establishment o:f a prototype workshop nt Zaria to mnnu­
:fac turo hospital equipment, school and <lomes tic :furni turo, 
agricultural. implements, oto., at tho roquost of' tho North 
Central State Govornmont, on b e hal:f oi" tho Ministry of 
Ovorsona Devolopmont. 

MAURITIUS 1972 

Survey and roport to the Ministries of' Economic P1nnning and 
Development and o f' Finance on tho dovelopmont of employment 
gonora tion prograrnmee using intennodia te, sol:f-holp tooluliquos . 
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PAKISTAN 1974 

A techno-economic feasibility study of the possibi1ities of 
developing mini-plants for the manufacture of basic ehemicals, 
fertilisers, insecticides, essential pharmaceuticals and 
minerals with particular reference to the solection of products, 
the scale .or operation,, availability of local inputs, viability, 
financial profitability and safety control requirements carried 
out at the request of tho Governnient of Pllkistan, on behalf 
of the Ministry of Overseas Development. 

GUYAN.~:. 1974 

A survoy and report on tho development of smo.11 industries 
with pa~ticulnr reference t o tho utlisation of' natural resources 
a nd waste products, underta.ken on beha lf of GUYBAU - (Guyana 
Bauxite) Ltd. 

TANZAN:'.f.A 1974 

Survey and recommendations t o the Sma.11 Industries Development 
Organisation on tho development of' sma.11 industry possibilities, 
underta ken on behalf of the Cor.:monwoalth Fund f'o r Technical 
Cooperation. 

SUDAN 1975-77 

A two-yoar project undertaken on beha lf' of' Christian Aid and 
tho Sudan Council o:f Churches to construct :ferro-cement river 
ora:ft and to oxamine the feasibility of' establishing a. locl\l 
boat building industry in Southern Sudan. 

KENY/;. 197..§. 

To adviso tho Governr.iont o:f Kenya on improved procurement nnd 
marketina of. h a nd tools and equipment :for tho Rural Access 
Roa d Progr nmmo on behal:f of tho Ministry of Ovorsoas Dovolopmont . 

TANZANIA 1976 

Adv:f co t o tho Small Industries Devolopmont Organisation on 
tho clevelopmont o f' small- sea.lo loa ther goods production, 
including the identif'icati o n oi' a.ppr oprio.to ma.chinery; 
w1dortokon on bohnl:f o f' tho Ministry of' Ovoraoo.s Dovolopmont. 
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WATER DEVELOPMENT 

BOTSW/~A 1967-68 

A pilot project carried out nt the request of' the Central ... 
' ~ . District Council and the Department of' Educntioni Botswana 

to research into and introduce rainwater catchment tanks and 
micro-irrigation oystems . · 

SWAZILAND 19'70-73 

At the request of' the Government of' Swaziland, t he establishment 
of' r ainwnt er catchment tanks in rural nreas, on a self'-he lp 
bnsis , as nn exten s i on of' the pilot project unde rtaken in Botswnnn. 

ETHIOPIA 1971 

Recommenda tions f'or the introduction of' village water supplies 
and small-sea.l e conservation works in Ti gr ai Provin ce . 

JAMAICA 1971-73 

A tochno-economic survE>y car r ied out at the r eques t of' tho 
Department of' Geologi i.!al Surveys, Jamaica o.nd t h e Ministry 
of' Overseas Development, London of' the f'easibility of' es t ablishing 
rainwater cat chment tanks in thelimestono region s of' Jamaicai 
f'ollowed by t h o construction of' a prototype installation. 

BRAZIL 1973-7~ 

A project t o i n t r odu ce a.nd develop low-cost methods of' rainwater 
cnnoervation in the Fundaoao Ruralis ta project, N. E. Brazil 
undertak en at the reques t o'f' the Drnzi1ian Government on b"nho.lf' 
of' the Ministry of' Overseas Deve l opment. 

ETHIOPIA 1973-74 

'I11e identif'ication of sites nn d construction of' prototype aurf'ace 
wa. ter r etention and eproading sys toms 'f'or irr:t.gn ti on of fod clor 
crops in the N.E . nangeland~ of' Wallo Provinoei undort nkon nt 
t h o request of' tho Ethiopin.n Government's Livestock and Meat 
Doard ns part of' its relief' progro.mmo, on behalf' of tho M:f.n is try 
of' Ov ersens Devolopment . 

ETHIOPIA 197'•-76 

Provision of' a senior consultant to tho National Water Resouroos 
Authority to advise and aosist in tho planning and establishmont 
of l ow- cost rural wator supplioe s undortc.ken on be half' of' tho 
Ministry of' Oversons Dovo l o pmont . 
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~I::&:OPli 1975-?'Z 
. I 

A two-year pilot proj~·6t ··t~.;..~~-~abl:ls'h · vil.lage water •·~pp1:lea 
through self'-hel.p prugre.nunsee undertaken on bebal.f' of'1 
OXFAM, Quebec. 

E'IHIOPIA' 1'975, 
~ . ~ .... "' . 

Advice on the adaption and up-·grading of, J.ocal1y 
manuf'actured windmills f'or irrigat:lonJ undertaken on behalf' 
of' OXFAM, UK. 

GENERAL ------
1977 - Advice on the need an~ potential f'or a journal on water 
supplies and sanitation in devel.op:lng countries for the 
International Development Research Centre (IDRC). 
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· ~ 'i'. DEVEI:.OPMENT ,.- . INSTimiroNAL .A.Nn ·RURAL 
'J • 1. • 

TANZANIA 1968 
. ' 

Report to Tanzanian Government on a str&tegy for :economic 
devo:t1opment to promote sma11-scale, rurul industr:fal.· deve•lopuleni:. 

'. ZAMBIA 196<} 

Advice on institutions and methods to promote the deve1oplllllJlt 
of rural areas :ln ZambiaJ undertaken at the r~quest of , 
H.E. the President of Zambia. 

GHANA 1971 

Advice and assistance on the establishment of a T0chnology 
Consultancy Centre at the University of Techno1<'gy, Kumasi. 

CANADA 1973 

A report on the feasibility of' establishing rural deve1opment 
programmes among Motis communities; undertaken on behalf' of' 
the Metis Association of' Canada. 

PAKISTAN 1973 

Advice to the Government of' Pakistan on the establishment of' 
an Appropriate Technnlogy development unit and on the intro­
duction of' intermediate technology programmes into its 
National Rural Development Plan; undertaken on behalf' cf the 
Ministry o~ Overseas Development. 

KENYA 1974 

Survey and report to the Kenya Government on progress in the 
ostahlishment of' villnge polytochnicsi undertaken in conjunction 
with NORAD. 

RWANDA 1974 

An evaluation of' existing tr~d.es schools and recommendations 
f'or tho establishment of' n training centre for urban youth1 
undertaken on behalf' of' Christian Aid. 

SRI LANK.A 1975 

Advico on the establishment of' a nationa1 Ap~ropriato 'l'echnol.ogy 
Centre undertaken on bellll1f of' the ILO, 
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~Ais'· .1~:.:.::.rr. ,, 1· 9"'6 
"4A MA.ft!l:A . /' ·f 

1 

Advice to t~e State Governn·ent on plans for the generation 
of local industrial activify and employmen~ ~ie,ating opportu­
nities over the next 5 y ::lars s undertaken on beh~l:f of the 
Government o:f Tasmania. 

CANADA 1'976 
~ -· •(I 

Assessment o:f the 'l'raaty J Community Development Progra'DIIle 
and to advise on a :future programme on behal:f of the Grand 
Council Treaty No. J, Kenora, Ontario. •i,.,. 

\ 1 

~reBEAN 1.976 

Study tour to Barbados and the Eastern Caribbean to assess 
possibilities :for tho creation of small, employment-generating 
ent.erprises on Lehalf o:f HM Foreign and Commonweal th Q:f:fice 
and the Ministry o:f Overseas Development. 

CAR:rBBEAN 1976 

Consultant to USAID mission to prepare recommendations :for the 
creation o:f appropriate technology institutions :for the 
Commonwealth Caribbean nations. 

KENYA 1976 

An investigation o:f appropriate transport systems :for rural 
communities, with emphasis on the goods transport needs o:f the 
small-scale :farmer. A joint mission on behal:f o:f the Interna• 
tional Bartle :for Reconstruetio.'fl and Development. 

COLOMBIA 1972 

Consultancy undertaken at the roquest o:f SENA, the Colombian 
national training and apprenticeship organisation, to adviso 
on the setting up o:f an appropriate t echnology group with special 
ro:ference to agricultural machinery needs nnd equipment o:f urban 
small industries in the informal sector on behalf of UNDP. 

UN ECONOMIC COMMISSION FOR AFRICA 1 975 -1978 

l~dvisor on Low Cost Technologies, throe yoar secondment 1975-78, 
to assist governments to identify requirements for low cos t 
technologies and thoir application in selected African countries , 
~nd to stimulate national IT centres for research a nd development. 
Countries visite d include Tanzania, Kenya, Znmbia, Lesotho, 
Botswana, Niger, Upper Volta, Sierra Leone, a.nd Ghana, 

Villngo Technology Expert Pan-African '!'raining a nd Resear ch Centro 
for Wom&n,three year secondment 1975-78, to advise gove rnments 
and loonl groups on programmes and projec t implementation concern­
ing appropriate technologies for women's activities in rural aroas, 
Countrie s visited include Sudo.n, Tanzania, Kenya, Gambia, 
Sierra Leone, Liberia, Ghana a nd Nigeri a . 
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. · PLEASE. NOTE: THE PRECEDING RAGES WERE TREATED 
AS ·A UNIT IN THE ORIGINAL· DOCUMENT, ·· 
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Companv Reg. No. 871954 

Vil.:e Presidents ; .1 . C. Cadbury, H. Hanning 

Dr. Dudley Seers. Sir George Sinclair. CMG. QBE, MP. 

Representative Cla.rk Gruening 
940 Tyonek Drive, 
Ancho%'888, 
Ala.ska 99501 
USA 

Dea.r Representative Gruen~.ng, 

28th September 1977 

You may alZ' ·~v have learned from other sources of the recent 
death of Dr. E. F. Schumt.cher, Chair.nan of our Group, about a 
f ortn.ight 8.gl. ThP .1eli1,, oi hi s death came as a great shuck to all 
of us here at th~ Group and to hie many friends a.round t he world. 
Havirl8 spent a typically 1 .:sy workweek ~i th the Group e.nd hie other 
activities in England, he 1 ... ti gi ven a I!ll .jor address on Saturday 
in Switzerland. On Sunday, e.1 route by train to another e~ment 

he was suddenly taken ill . He. was taken from the train but died 
from heo.rt failure before reaching boepitul. 

Words of sympathy and appreciation for the man and hie ideas have 
flowed in from a.ll over the wcrld, from leaders and common people 
who felt he expressed 11their" ideas, concerns and hopes. ~oae 
expressions have been deeply appreciated by the family and hie 
close colleagues in his many works. He will be ea.dly missed by 
all of ua , but we in hie Group look forward to carrying on the 
work he inspired. 

In the week preceding hio death, our Grou1• held a Board of Di rector'1 
Workshop out of London to consider our current situation and explore 
future needs and actions. In the course of one of our discussions 
t he subject of Alo.ska we.a raised by Dr. Sc1:1>."llacher and we then 
became aw.re of the fact that he had .recPiV£·J a letter from you 
directly a t home (March O, 1977) and our offi ce had received one 
from Mr. Drian Roe,-ers (March 2~ , 1977). Since we "1d not have 
direct c.ccees to our files at the time, Dr. Schumachor promised to 
forward his file to me. He did so j ust prior to h.is departure for 
Switzerland '#1.th ru-1 accompanying note reporting that ho did not have 
time to l(cate hie anower, if any, to your lettor, but would look 
!\u·ther up in hio return. Ile further noted tha t he was deeply in­
terested .i.i puruuinr:; the matter further and feJt tha t the Group 
should be .c t i vely responsive. 

Perhnn" ~n tlh1 c<. urse of time we shall aort out hie personal f iliga 
arnl locnte h La response to your letter. llowPver, I have located 

••• • in our/ 

0111'\"tO•l Or [ F Schum..cher C B f ~(h,tt•m•11I . 0 H f. q 111 M M Httllttl C 8 E . A l Latham 11.<>en•ll . 

G. F McR01J1e . J P M P11•• v MR L M•\ J K Pu•ter P S Rtrd, P H Ste•n. J V Wood 
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! ' ' ·+ii ·' . ~ ' ,~ ~ ... ~,y· \'."' . ,/ 
).# ,.0 '• 1 • I ,. 't \1' t'' ' ~ ·•• 

··in oQi. tile• oar reejonse to '-Mr. · .,..n, l.t tail to lOc&te 
aeyth1ng tarthar b'al bia. I beliew our letter of May 3, 1977 
to hiJl imioatee our varioua actiTitiea and oa}l&Citiea. Bove•er, 
I would like to reiterate the inte1'11at ve indicated in that letter 
ae underscored l>1 Dr. ScbUllaoher•a final directive. We would 
appreciate hearing rurther about prospects for collaboration on 
the probl- and alternatiTea facing iluka and would welcome a.rq 
opportunity to pa.rticipate vith J"OU in thoaE lirections. In our 
letter Mr. Froat, our Director or Operations .. peoifically men­
tioned the particular qualif'ications of·Mr. John Davia 8lld I would 
hope that it might be possible at some point ror Mr. Davis, per­
haps along with Mr. host or another senior staff member might 
be helpful to you in d:.scussing an~ initiating further action. 

We look forward to hea.rtng furthe't" f::-om you. 

Sincerely, 

Dr. 'W. E. Adams, 
.b!conomic Adviser, ITm 

cc: Mr. D. JI. f'roet ) ( 7TOO 
Mr. J. Davi~ J 



Re: Your letter to Dr.E. F.Schumacher, 
dated March 3, 19??. 

Dr. Schumacher is at present on an extended lecture tour 

through the Unit~d States and has asked me to acknowledge 

r,ec~ipt of your letter , inviting him to contribute ideas ,.._ 

and proposals towards the objectives of the Permanent Fund . 

Dr. Schumacher will, no doub t , gr natly a ppreciate your 

invitation , and will reply to you personally upon his return 

to this country ourly in April . 

Yours sinoorely, 

LoC< Cc"- '~ 
Loli Carter (Hrs . ) 



"' 
556 Santa CrilZAvenue 

15 july 1977 

Dear Brians 

I'm not much of one for writing formal-type letters, but 
the enclosed one isn't too funky, so that you can give it , 
to your legislators, other colleagues and so on. 

What I thought I might tell you for your personal information 
is that I have been hooked on Alaska for many years, starting 
with a personal friend who told me tales about the country 
in my childhood in the 1930s. 

In the mid-SOs I spent 18 months based at Fort Richardson, 
and my work in the army took me to some fair ly weird and remote 
places, out on the Chain and up to Point Hope and Point Wales 
and so on. I have told many people many times that one weekend, 
in which two other guys and I borrowed a car and drove down 
and spent the night at our base on the Kenai, then spent the 
next day in Homer and ate crab at the tiny little restaurant 
which then sat out on the end of the hook-shaped peninsula , 
was one of the most memorable times of my life. 

My father , now dead, was a geologist . In the early 1960s I put 
toeether a group which for several years held underwater 
mi.ning rights on I don't know how many thous and acres of 
the Seward Passage and other inland-passage waters. Then 
a li.ttle stock market crash of that period called "Blue Monday" 
mopped up some of the necessary capital and everybody had to 
go on to other things. 

But the net result of all thi s is that if I and my colleagues 
are ever able to do anything that would help Alaska to get 
on a more stable and healthy and broad-based economic footi ng , 
it would be profoundly gratifying to me personally . 

P.S. Are you in 
buck and forth? 
I'm sending this 
sent from there . 

fact loca t ed in Anchorage, or Juneau , or 
That is, which address is better for you? 
to Anchorage simply because your l etter was 

png 

Honorary Chalnun: B. F. Schumacbar, C.B.B. Executive Offlce,.i Peter N. CtUtn1lwn. Sandra C. Goff 
Dll1Mltor9: BUsabeth Duveoeck Dana, Patricia C. Hl11lnl. John C. Jeavon1, Lawrence A. Klein. Richard H. Raymond, IWe Shell1D1 



15 j uly 1977 

Mr . Brian Rogers , Administrative Assist ant 
House Permanent Fund Committee 
528 West Fifth Street , Suite 270 
Anchorage AK 99501 

Dear Mr . Rogers a 

The Postal Ser vice managed to take ten days to del iver 
your letter post marked July fifth, perhaps out of· eagerness to 
collect a grand total of eleven cents postage due. The l etter 
was put in my in- basket when I was lighting my pipe with a 
match from a folder left by a friend which reads "Bird House 
- - 27 Miles South of Anchorage . . " Considering t he fact I haven't 
set foot in your state, other than the Anchorage airport, since 
1955 , maybe somebody is trying to tell me something . 

If I could help by performing consulting services for the 
Committee I should be delighted . Intermediate Technology charges 
$500 per day plus expenses for my work on a short term basis , 
which we call "brain-picl<ing" and are doing less and less of. 
I spent f ifteen years on the international development "capitol­
ci ty-Hi lton jet set" traveling-expert circuit and I am firmly 
against doing any more of the shoot-from-the -hip stuff on the 
basis of what is usually slender detailed knowledge of local 
realities . If the Committee is interested in a package which 
could , if necessary at a lower cost per day, let me do some 
intensive home•.vork and then spend perhaps one to three weeks 
in Alaska before writing my report, I would be interested. 
Most of our other consulting work with States and smaller 
units is set up on a similar basis, looking toward what may 
be hard work over the long haul. As you probably know , 
Montana has a situation which is vaguely analogous to yours, 
with their extraction tax on coal and with about 85% of new 
college graduates having to leave the state to find work. 

My near- term commitments here are heavy, particularly 
the need to complete my part of Good Work, which Dr. Schumacher 
and I are contracted to deliver to Harper & Row by September . 
What I might be able to do , assuming we can reach an appropriate 
a rrangement, is to catch him during his Canada visit in October 
to discuss my preliminary work and approach on the Alaska project 
and get his reacttons and advice. (I ' ve a l ready checked and a 
side trip for him to Alaska is completely impossible this year.) 
Then I might be able to come north in late October or early 
November , i f such a schedule fits in with your own priorities, 
or later of course. Having never shot a bear I still qualify 
as a tenderfoot, but cold weather doesn't scare me as much 
as tourists or black flies. 

PNC 1ms Sincerel~(3;'ll, L 
Peter N. Gillingham er Dr. E.F . Schumacher, CBE 

Honorary Cbalrman: B. F. Schumacher, C.B.B. Executive Offlcel'9: P1>ler N. Gllllnaham, Saudra C. Goff 
otrectol'9: lllub.th Duveneck Dane. Patricia C. Hl11tna. John C. JHvona, Lawrence A. KlelD. Rk:lwd 'ii. R.ymood , SW. Sbelllq 





-· ---e------ -~---
~-----~~-·- . - - . ·-- --·~----- -----

=~-~~ ----=--=-~ J;\lce_cfi_~~-~~'1.~5~ __ '\I:> -~-~--~~ ~ 
. ___ ~ -~ _ C0-~~0-SL'\_e. ___ 1\An.~~J-~_~ s_~ __ J~_ §_g 'C);_tt~~ _ 

._ ~~~~ -~·--~(\&_. t.s~s;~~---~~L_~· _ \ 

~c;~~"S .. 

- . -
\T_ ~t-D St;"""" ~tc:::e ~ e.~~~ sen(<--~ 

~~~-~~ ~ ~ ~ s.~, we-R.~ ~t; 
~ ~. ~l'-A +\ ~~~I FeR ~~1\-0-t ~~ ITT 
~l~~c...S"5 ~) ~e-weru~, w&i"" 5~ ~ ~e­

~~NLN-G.--- "t\b,,::.<:,s \b~~CC\ · 

~~ ~stt.uc(l~ ~n.s \ ~ ~ 
..s<t>~\:>t~~ ~~ 1f'lC~~ O~~~c.~ \ "'-\(')RS9l-J1 

t~\.J. \U~ ~S't'ft\JC.'tt~ ~e-5 ft.N\) 
(' 

~R.~~K.S DR.Le$ u~ c ~ ~~~ ~ ~ 
~~ 'i~\ ~ ~e "\th~~s ~~t, ~ft~ 
~ ~le& ~ c.u'"° ~ ~uo~"t- \ ~of'.~1r.:lGr 

~ .St..u~.e •--- ---

--r\.ks C.)~L t>e-- Dewu S<Tu~~ tll~ ~ 
~~;) tn~~-eo \F- ~ ~t<:sO«..cus \:>~~~ 

ru~D (Q&=J W~~ ~~ ~~ '~ ~G-t~Cr 
,, "' - .(\ __.. -~l~ ll\lues ··~~~~ -fb~ ~k.~ ~es . 



·-- -·· ~ ~l-~ ~~~ i~(~i? i'9~t> ~~-~-.;~ ·- ·-
~---'"'-~ . ~ - ?.-' .: ~~~- ~(ru ~~_, __ e:>Q.J>_lD~-· .· .. _ 

--~ ~SS_~ - _'V<i!.Ot;:sR._"M;1..( P~lC.~-~ -~~.i~~- ------ -

__ ~ __ '?f! . ~ ~~~~ _ 'fdC.C~9T:t(.C~ C~l~~~ ___ _ 
--- ~ (~ ~c:- c~I -~ ~~J - -

C?~ ~ .~~~ ~ -~ 
~5~\Je G~~C.\L ·~C>'1LC c'-fo~ s~~e>~) 
~~<s:> t.~\.~ ~~h.C"l\E?~s . lr ~ ~F ~~ 

' ~ w~t>-5> ~ ~ ~u~u~ ~l~l l D 

~ >z::. ~~'-'\. ·, 'i= ~o~ , ~Le 1(5-t> 't(,::lt..D ~LL~ 
u~~'-- ~n~~~~ ~~t""1.~ ~er5 ~l-&'t-. 

~~I \...>~ ~"~~ O~ LN~ :SU."'- 0915~(.~ 
o~ 

~\ ~~\~C.~(HJS, Ll {\ wcR~{~(,. ~~c ~~GRf\i>1ttJ~&-

~ ~l~Nei> c..a-tt~LE!"r\.o.J. ~~ ~ ~<.Ht~ 3l wc 1o 

Co '~~ ~ :5~ ~ -1.u~ z.<..(- ) -1u-&Z ~ ~ 

6tL. q~o ~~ ~ ~' ~ ~t;". 

<1~9'~\' 



EXECUTIVE ~UMMARY: RESUME OF DR. JOSEPH A. SONNEMAN 
306 s. Willoughby 
Juneau, Alaska 99801 
(907) 586-3850 

Education 
Ph.D. Government 
M.A. 
B.S. 

Government 
Management. 

Professional Experience 

(Public Finance 
Fellowship) 

(Honors Day) 

President, Consulting Firm 
Graduate Economi cs Instructor 
State Departmental Internal Auditor 
State Program Budget Analyst 
State Administrative Assistant 
Fede·~· al ;'.ctnini strati ve Assi star.t 
Corporate Assistant Convention Coordinator 

Political Experi ence 
Finance Officer, State Central Committee 
Alternate, Nationa l Convention 
Delegate, State Conventions 
Borough Committeeman 
Mayoral Candidate 
State Hcuse Candidate 
Voter Registrar 

Media Experi ence 
Producer, Political Television Spots 
Director & Producer, Film 
Reporter & Broadcaster, Television News 
Cameraman, Television 
Announcer & Engineer, Radio 
Photographer 

"Real World" Experi ence 
Rig Oiler, Alaskan Pipeline 
Commarcial Fisherman, Glacier Day 
Laborer, Pinne ll Mountain Trail 

Mili t ary Exp~rience 
Radar, Avionics & Radio Repair, US Army 

Personul 
Dirthda te : April ~2, 1944 

Chic~g~ , Illinois 
Eyes: Gr een 
Weight: 19011 

Single 

Dirthplace : 
llair: Black 
Height: 5 '1 0" 
Marital Status: 

Dissertation Synopsis . 
Generally, budge ti ng is i ncremental in 
"normal" times and i~ comprehensive in 
"crisis" Periods: specifically, in Alaska. 



306 Willoughby 
Jun@au, AK. 

Position 
Applied for: e.~c.u"1"l~ ~LI~{ 

~~~~~"->O 
or .. ~ 

Cla~ \;A ~l fll 

EXPERll':NCE 
Ca~t 

November 1976--Present Job: Co inq Doctoral research 
at Claremont Graduate School, Claremon • California 91.711. Topic: 
"Decision-making in Government Finance," with particular reference 
to changes in Alaskan . budgeting style following the 1969 receipt of 
$900 million for the sale of North 3lope oil leases. 
Reason for leaving : Graduation (Ph.D.) by June 1977. 

April 1976--0ctober 1976 Job: Rig Oiler (I.U.O. E. #302) 
Worki ng on and maintaining heavy equipment--principally truck and 
tracked cranesf(to 75 ton)--and, as a sen.~ice oilf?r, maint.ainina 
pickups, buses, and truck~ for various construction companies on 
the Trans-Alask~n Pipeline. 
Salary: $1200-1400 pP.r week Hours: 70-90 per week 
Reason for leavinq: Work on campaign, return to school thereafter. 

November 1975--M~rch 1975 Job: Continuing Doctora l research 
at Claremont Grarl11ate School. Detai ls as ahovP.. Also performed 
research assi~tant work on Medi-Cal drug nurchasinq study. 
Reason for leaving: Income op~ortunities ~nd re~uirements. 

July l975--0ctobPr 1976 Job: Rig Oi ler (I.U.O.E.ij302) 
Working on and maintaining heavy e~uipment--principally cable and 
hydraulic backhoes, briefly ditcher, crane, and clam: workinq as 
a welders' helper, preparing work surfaces and provirli nq welding 
supplies: briefly assistinq grader operator in road construction 
in Juneau--oth~r jobs for various const:ruction companies on the 
Trans-Alaskan Pip~line. 
Salary: $850-1400 p<?r wef!k Ho urs: 70-98 per week 
Reason for leaving: Heturn to graduate school . 

January 197 5--June 1975 Job: Grilduate .School Instructor 
Employ~r: University of Alaska, Juneau, Al~ska q9ao1 
Organizing, r~searchi r1a, preparinq and dPliverinq class lectures 
for the graduate-lP.ve l class 11 E:conomic!'; a nd Puhl .i c Policy:" also 
encouraqed sturfont participation and P.'8luated stude nt work. 
Salary: $1050 per semcstpr !lour~: 4 class hours per week 
Reason for leavinq: Completed semester. 

March 1975--May 1975 Job: Television News Heport er 
Interviewing and photoqrapl1ing elected Alaskan o(fici al s: collating 
and edi ting new~ to TV format: presentinq leoislative news on-camera 
to state-wide audience via /\'l'S-6 communica tion~ ~atellite. 
Salary: $35 per show (weekly ) Hours~ 8-10 per week for ~hr show 
Reason for leavinQ: u.s.state Dept. & NASA moved ATS-6 to Inrlia. 



' ' 

January . 1975~-March 1975 Job: Television Cameraman 
Employer: Office of 'I:'elecommunica.tions ., Stat~ of Alaska, Juneau · 
Operating TV camera, setting lights, arranging sets, calming and 
instruct1ng guests, monitoring sound levels, construcfing sets and 
pieparing 'graphics. 
Salaray: $50":"l00 per week Hours : 10-20 per week 
Re~~on for leav·iug: Promotion to 'l'elevision Naws Reporter. 

May 1974---Present Joh: Photoqrapher (Self-employed) 
Documenting construction of the Tr~ns-Alaskan Pipeline using an 
8x10 view camera~ performing regular photographic services on demand. 
Salary: Varies l~ur~: Varies 
R•'!ason for leaving: No·ne: will continue as avocation. 

May 1974---Presen t 
Performi.n~ orga11izational 
governments. 

Job: Con~ultant (Self-employed ) 
and budqetinq studies for business and 

Hour.s: Varie8 Salary: Vari es 
Reason for leaving: None: will lie dormant during employment. 

June 1973--May 1974 Job: Departmental Internal Auditor 
Employer: Dept . of Hoalth & Social Service 5, State of Al.aska, Juneau 
Preparing budget for new aqency: rPsearchinq spf>cial topics !or 
Commissione r : reviewing field audits for c u rrPctnesR: developing 
informati on ~ystem for Federal r equlations: r eviRwi nq full-cont-of­
care institution~' rates. 
Salary: $340-300 per week !lours: 37~ per wRek 
Reason for le~ving: Opportunities for personal growth. 

November 1972--June l973 Jnb: Progr am Budget Analyst 
Employer: Div. of nudqet & Management , St~t~ of /\l~ska, Juneau 
Participating in hudget preparati.on ano administr.ation: testifying 
in hearings before (;overnor' s Budget HPvi.ew Committee : discovering, 
r esearchi nq, and r1!?port ing on l\laskan issues ( f rorn '"rrai ni ng for 
/\ccountant:; " to "Economic J.mpact of the Pipeline.") 
Salary: $275 per week Hours: 37~ per week (+unpaid o.t.) 
Reason for l eaving: Promotion to more responsihle position. 

June 1972--July 1972 Job : Pro9rC\r"_ Uudqct Analyst ( 'l'emp.) 
Employer: Dept. of Fish & Game, State of Alaska, ,JunAau 
Preparing Fi~tl Hatcheries budget according to Legislative and 
Executive directive s. 
Salary: $200 p0r week Hours: 371 pet· week 
Reason for leaving : Comple ted budqct. 

Apri l 1972 - -May 1972 Job: /\dminlR t rative /\sst . (T~mp.) 
Employer: Dept. of Health & Soclal S~rvic~s, Sta t e of Alaska , Juneau 
Managing Case Service Unit, supervising 5- 8 peo p l e in t he assignment 
of unique numbe rs to f>oc ial Service cases, mP.et inq varied deadlines. 
Stllciry: $100 per week Hours: 37!.; per wP.ek 
Reason for l eaving: Participate in Sta t e Uemocratic Convention. 



September 1971--January 1972 Job: Graduate School Instructor 
Employer: University of Alaska, Juneau, Alaska 
Teaching graduate-level class, "F.conomic~ and Public Policy ... For 
details, see identical job above. 
Salary: $900 per semester Hour~: 3 class hours per week 
Reason for leaving: Completed semester. 

June 1971--S~ptember 1971 Job: Commercial Fi~herman 
Employer: M/V Teal, Ken Marlowe, Captain, Glacier Bay, Alaska 
Painting, cooking, oiling, ateering: baiting, throwing, pulling 
and repairin0 shrimp pots~cleaning and freezing shrimp: other 
duties. as required. 
Salary~ One Share 
Reason for leavina: 

ltour~: Extensive 
Not e nough shrimp: beqan teaching. 

June 1970--Semptember 1970 Joh: J\dmini strati w~ A5st . ('Summer) 
F.mployer: N.f\.S.J\., Manned SpacP-craft C0nter, llou~ton , Texa:c; 
Compi linq educ~tional materialn (or cross-trai nina of budoet and 
procurement personnel.: compilina contract record list for Preventive 
rt0dicine Division of Lunar Hcceivi na Lrtboratory--on own initiative, 
devised l ow-cos t computerized contract record system, later implemented. 
Sala ry : $160 per week llours: 40 per week 
Reason for leaving: Return to graduate Rchool. 

June 1969--SP.ptembcr 1969 ~lob: Lahorer 
8mployer : Ourea11 of Lilnd Mnnaqemen t, Fairbanks, Alaska 
Dui lding isolated mountain hikinq trail JOO miles north of F~irbanks, 
using hand tools, living in tents, rotatinq as camp cook., backpacking 
supplies . 
Salary: $240 per week llo11rs: 48 per week 
Heason for l eavi ng: neturn to graduate school . 

June 1968--Scptember 1968 Job: f\ s :>istclnt Convention Coordinator 
Employer: lllinois Bell •relcphonc Company, Chicaqo, Illinois 
Organizing work flow of prA-enqin0cr ed circ uitA for Democratic 
National Convent i o n, maintaining Convention cable r ecords, an Rweri nq 
customer and insta ll er i nquir ies. 
Salary: $.145 per \.leek Hour ~ : '10 per we ek 
Reason for l ea ,1i ng: J\ttend graduate !Jchool . 



OF:: JOSEPH A. SONNEMAN 

From: September 1968 Subject: Government Degr~e: M.A. (Ph.D.) i 
Clan~mont C.raduate School To: JanJary 1971 School: 

(Also 11/76-4/76,11/76- ) Honors: Lincoln School of Public Finance Fellov 

From: 
To: 

From: 
'l'o: 

March 1966 
June 1968 

Septemb~r 1961 
January 1963 

~1I LI'r/\RY 

From: February 1963 
'l'o : F'ebruclry 1966 
Discharge: Honorable 

PERSONAL 

Born: April 22, 1944 
Birthplace: Chicago 
Hair: Dark Brown 
Eyes: Gree n 
Mari tal Status: Sinqle 

iExpec ted Ju ne ' 77 
• Every quarter 

Subject: 
School: 
Honor a: 

Subject: 
School : 
Honors: 

Management Degree: D.S. 
University of Illinois at Chicago Circle 
Dean's List•, Honors Day ('67 ,'68) 

Physics 
University of Illinoi~ at Urbana 
Illinois State Scholarship 

M.O. S. : Tladar HP.pair Specialist 
Service: U.S. Army in Missouri, New Jersey, 

Colorado, Korea , & Wisconsin 
School: Hadar nepair School, Ft . Monmouth 

Interests and activities: 
1966-60: CollP.~tP. of Un~ i ness ReprP.~entat i ve 

to Circle CP.nter Doard, Dean of Students 
/\dvisory Ooard, llomecorning Parade Chairman, 
Sailing Club , Pottery Instr., Photography,AKI 

197?.-76 : President , Juneau Council on Arts 
and llumanities ; one-man photoqraphi.c show 
at /\lask.'1 State Mus eum; Finance Officer, 
AltJska Democratic St:;it:e Centra l Committee: 
Uoleg~te or Alternate to National and 
State Democratic Convention~: Juneau Mayoral 
and Sta tr lloun,... Cilnd i date; lunericttn F:conomi c 
Assoc i. a ti on : Nt1 t.ionr;l Press Photoqraph E'rt3 
Association: JunP.itU Ue111ocrat i c Corrrn l t teem an 
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. U~LlaT.CU""INT P,.O,EAIONAL LICENSU, CE"T"ICATIONS, O" "IQIST .. ATIOHS: - -· --
Ph. 0 , . 

LfST TY,lS OP ILICT .. ONIC 0" MECHANICAL EQUIPMENT OR MACHINU Tt»AT YOU A"E OUALlflED TO: 

°"'"''" 

CU .... INT STATE EM,LOYEES WITH ,EAMANENT OR '"08ATIONA .. Y STATUS NEED ONLY TO ENTER EDUCAT:ON OR EX,ERIENCE 
' GAINID atNCI Ar'LYINQ l'OR THEIR ,RESENT ,OSITIOHI WHEN COM,LETINO ITEMl19 THROUGH 29 IF YOU ARE SU~H AN EMf'LOYEE 
PLIM& CHECK TiftS llOX. 

1L Cl .. CLE HIQHIST GRADE COM,LETED: l'T 14 15 16 17 18 1 2 3 ' IJ IJ 7 I 9 10 11 12 J 

20. DATI LAST ATTINDED: 
June 77 

21. DID YOU GRADUATE: r.:1 
WYH 

22. NAMI AND ADDtHSS Of GAADE OA HIOH SCHOOL LAST ATTENDED: 

HIOH ICHODL EOUIVALENCY CERTl,.CATE (OED): (ISIUINO AGENCY, NUM8ER, DATEI 

NO, Of NO.?f 
QUARTER HMEITER ORAD- DEGRE 

HOURI HOURS UATED AND 
NAMI •LOCATION DATES "'TTINDED EARNED EARNED OTHE YE /NO YEAR 

Il liJlois-Urbana 9/61 - 1/63 Transc ipts on No Physics 
ilo 

University of Illinois-Ch.icago 3/66 - 6/68 Transc ipts on Yes 8.S . Manage,emt 
Pile 1968 

Claremont Graduate School- 9/68 - 6/70 Transc ipts on Yes M.A. Govertlll!3nt 
Claremont Calif File 1970 

Claremont Graduate School- 9/70 - 6/77 Doctor 1 Rcsea ch Yes Ph.D . Government 
1977 (Finance) 

.. 
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I AM WILLING TO ACCll'T IMl'LO.YMINT IN THI LLOWINO LOCATION8: 

AMY A"IA ~p llTATa ~ 
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:1 
' 
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0 12 

. ' 

0 11 
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~ ~ -~ 21 

• " I . 
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-------- ----
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c --- ----"·--
I WILL 11 A8LI TO "IPOlllT TO WOlllK__._1 _4 ____ DAYI A'TI" lllNO NOTll'llO THAT I WAS HlllllO. 

, 
CERTIFICATE OF APPLICANT ! 

I HEREIY CERTIFY THAT ALL INFORMATION.MADE ON OR IN CONNECTION WITH I Al'l'L/CATION.IS TRUE AND 
COMPLETE TO THE BEST OF MY KNOWLEDGE AND BELIEF. I UNDERS T NY MISREPRESENTATION OR 
CONCEALMENT OF MArt:RIAL FACT WILL BE SUFFICIENT GROUND FO N F MY APf'LICATION, REMOVAL 
FROM THE ELIGIBLE LIST, OR REMOVAL FROM EMPLOYMENT. 

• ~- aATli 11..t ~11 . SIGNATURE (IN INKI r 

-

•• 

00 0 00 
•• ••• 

0 0 
••• : •• • ~. ~~-~~ ~~-~~~~-~'..~-~~-~~~A~. 0 .~ IFICA T ~·· -J;.~. ~~~~: ... ·:··· 0 0 

•••• · ··: ····· 

IP 1"1 .10e CUii FC>ft WHtCH YOU A"E """'YING Al A PINO R OUIREMIHT, YOUR APPLICATION WILL NOY II 
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YOUR TYPING IHEV AT THE LEVEL WHICH YOU ARI COMf'LITEl.Y CONFIDINT YOU CAN PIRP~. IP YOU ARI NOT 
CONPIDINT AIOUT YOOR TYrlNO SPIED, CONTACT THI LOCAL IMnOVMINT CINTIR AND ARRANO•INT9 WILL • 
MADI POR A TYfttNQ 'fEST. 

I HEREBY CERTIFY THAT I CAN TYPE AT A Sl'EED EQUAL TO OR GREATER THAN ..OROS 
PER MINUTE Hf/TH FEWER THAN TOTAL ERRORS (MINIMUM 6 MINUTE EXERCISE}. I 
UNDERSTAND rHAT I AM BEING EXAMINED ON THE BASIS OF THIS C~RTIFICATfON AND THAT 
iNABILITY TO PERFORM AS CERTIFIED MA V CONSTITUTE BASIS FOR SEPARATION DURING THE 
PRt»A nONARY PERIOD. 

DATI~--~-~--~---~~ SIGNATURE (IN INKJ _________ •-----

~Refe~ed T~·&TiI6f'JAi~SKA IS AN EQUAL O~~ORTUNITY EM~LOYER 
Employment C0n·~Gr 
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ECONOMIC POSSIBLITIES FOR THE PEH.MANEN'r FUND: ALASKA 

. I 

by Joseph ~A Sonneman 
Government Department 
Claremont Graduate School 
Claremont, California 91711 

December, 1976 



ECONOMIC POSSIBILITIES FOR THE PERMANENT FUND: 

In September of 1969, the State of Alaska sold its . 
fabled North Slope oil leases for $900 million: the State 

budget for that year was about $150 million. 

Since that time Alaska's operating budget has grown 

faster than recurring rev~nues: the windfall $900 million 

has now been exhausted and the State's budget for fiscal 

1978 alone is now projected at $900 million. 

The Alaskan people, while appreciating the funds 

spent on their behalf, have become concerned that future 

oil lease sale bonuses and oil and gas royalties might be 
' 

sp~nt at the same rapid rate.· However, the Alaskan Constitution, 

a mode l document when drawn up in 1959 , specified that all 

revenues of the State woutd go directly into the General 

Fund-- the disbursement of which is controlled by the Legis-

lature and the Governor. Accordingly, the Legislature put 

before the people constitutional amendments which would 

permit the establishment of a "permanent fund", · r eserving 

at l east 25% of future lx>nus and royalty principal from the 

spending authority of the State . On November 2, 1976, the 

Alaskan citizenry voted to adopt those amendments. 

Governor Hammond of J\laska, whosei style runs toihigh 

use of councils, committees , and ta~k forces, has appointed 

a Growth Policy Council to advise him on directions for 

development in Alaska. The Growth Policy Council will also 

advi~e the Governor on the use of monies in the Permanent 

Pund. 



Recently, the Growth Policy Council has asked the 

Alaskan citizenry for their advice ; the Council has set 

up a series of public meetings, called "Public Forum",· to 

discuss Alaskan issues--including the question of how the 

principal of the Permanent Fund should be used to earn 

interest. While Public Forum will debate t he relative 

merits of loans to industry, inclividur.\ls, communities and 

r e newable r esource development, we will not dupli cate that 

discussion here. 

Instead , concentrating attention on the potential 

stabilizi ng effect of the Permanent Fund, we note that the 
I 

economic hi stor y of /\laska has been one of persistent booms 

and busts. 'rhe 18th Cent.•ury Hussian invasion for f urs 

to the 19th Century stampedes for 9old, the more recen t 

riDe and fall ln i ~terest i n Alaskan copper and salmon--

all tell t he story of rapi d deplP-tion of economic resources . 

'rhe prev"iling philosophy appear s t:o be 11 Get it whi l e you can." 

No w <>ll development: i~ said to be cli.ffe r e nt. I n a 

study of economic effects of: t h e pi.pe:line cont racted by 

Alyeska, Mathematical Sciences Northwe nt conc luded that 

"there wi ll not be a boom and a bust. Instead, there wi ll 

be a period of rapid growth followed by a steady period." 

There is in economics a rel~tionship between the rate 

~f economic growth and new investme n t known as the "accelerator 

princ.lplc. 11 Dri.efly, the accelerator. pri nc.iplc shows that 

investment is dependen t upon economic growt.h--if an economy 



does not grow, then there will be no new investment even if 
. 

the economy had been at a very high level. Then "rapid 

growth followed by a steady period" translates as "a period 

in which new .. investment is high followed by a period in which 

there is no new investment." And this in turn translates 

into "a boom and a bust", the very results \./hich that early 

study attempted to deny. 

Now there is no denying that Al~skans like some ~spect~ 

of the boom period. There are even some who profess to like 

the bust that always seems to follow, for the economic depres~ion 

sends back home all the "Out~iders" that came up to get rich 

quick. In actual fact, however, many of the newcomers stay 

and settle in the state, despite the economic hards hips of 

the post-boom era9, and many old-timers suf f:er economic 

difficulties during the boom period aB well, usually because 

their. income sour ces are ,ot tied to the new industry that 

causes an extr eme inflRtion in p~ices. 

'l'he point of all of t his i!'1 that thP. permC\nent fund 

can ilnd ough t to be used i n such « way a:J to lessen the!le 

adverse cf f ects, to l es:1en the wildness of t h e boom and 

the disaster of the bust. Tt is not hurd to do i n t heory--

the State need only conce ntra te itD investments in Al a ska 

during the busts , shoring up a sagging economy, and send 

Permanent J?unrJ monies out of the stCl tc when /\l anka i s 

booming along on itn own. In it~ nimplcst expression, this 

is just Raving money for n rainy day. 



use of the Permanent 

difficult--though not impQssible--to . ensure in prac~is~. 

Even in boom times, there w~ll be those who will p~ofit 

by additional investment. Typically, one may expect some 

portion of those anticipated profits to go into lobbying 

efforts and campaign contributions designed to sway Alaskans' 

government from the stabilizing course set forth above. The 

strong feelings of many Alaskans that Alaskan money should 

be used to promote the Alaskan economy all the time will 

likewise be hard for candidates to ignore--and equally 
I 

difficult for elected officiah to turn aside. In part , it 

is the relatively short terms of office--two or four years--

which keep Alaska 's government representative at the same 

time as it~those same short terms which prevent the long-

range vi ew necessary to the solution of this problem. 

What, then, is to be done? 

The structure of . the Federal Government provides a 

clue. Just as the Federal Heserve wus created as an 

independent agency whone goal is to promote stable growth 

and whose Chairm~n i~ appointed for a 14-year term, so the 

Permanent f'und Commisnion in Alas ka should .be created as 

an independent agency whose goal is to promote stable 

growth and whose Fund Mc.nager .ls appointed for a 10-year term. 

It is the purpose of: thi s pape r, then, to show that 

both t h e economic problem and the poli tic<ll problem are 

capable of solution and to suggest that the solutions be 

carried out. 



Covernrnent Department 
Claremont Graduate School 
Claremont, California 91711 

March 21, 1977 

Robert B. Atwood 
Editor &. Publisher . 
Rox 40, A~chorage Alar .a 99510 

Dear Mr. Atwood: 

Thank you very much for your extended letter o f March 10 
and for the sincere and lntarested tone you use in it. My concerns 
about your post.lb le reacti.<ms appear t o have been groundless, for your 
genuine nature is better hy far th1m that · ascd.hed to you by y our enemf.cs-­
or even by your supposed friend~. 

You are right, too, in much o f your assessment of Alaska ' s 
economic gro~th . You say, quite correctly, that Al~ska's economic his­
tory has been "a sequence of periods when growth was rapid, separated by 
periods when grcwth was n0t so rap id." The metaphor I like t o use is that 
Alaskan economic growth ls lf.ke a series of wAvcs cumtns on to shore i n 
a t'ising tide: ench wave, as it adv1mc es nnd retrcG,ts, leaves the tide 
line oC fl o t sam and jetsam at a higher level than the one preceding. 

While Alaskan9 overall nre certainly better off now than 
the Natives 8lone were before 17l~l--there arc prubably some iconoclastic 
lovers of primltive ·conditions who might argue this with us--the effect!i 
of those rccedlnc waves have not always been particularly pleasant . e s­
pec f.nlly for those who \11Hler:;tnnd11bly hoped (or the ct·er.t tc> continue t o 
rfso. 

Why this shou ld be so l s perhap s expla lncd most clearly by 
cx11mplc; her e follows th P. f!:<p tanatl c>n nf the accelen1tor principle by 
Rlch.nd G. Lipsey .ind Peter o. Steiner, Econoolic s (New York: Harper and 
Rl'lw, P\.11Jllshet·s , I %'l) , pp. 567-570: (Other s tan<.lr.rd econou1i.c texts say 
muc h the s a111c thi nB auo\.•t the accelerat or p rind.ple; nee Paul A. Sa1n\1e l­
son ' s Econom lc s , ( or example.) 

Very well. Flrst let us distlni;uish between replaceane nt 
lnve st111cnt 11nd new investment. I f we hove flv c mnchlncR, Gay prlntlng 
~rcsnes fo r example, which have each• life of five ye~r~ , have each 
been hought ln a S\1cce~d lng year, ond have l!ach the same cost, we wl l l 
h8ve to continue to buy a new press every yenr Co rc:tlacc the one which 
ls just wcarlng out: thit; is just repl•cemunt investment, If, however, 
popullltlon grows and vlth that growth COIM!fl 8 f.l"Ca ter demand f o r the 
newspnpcrs turned out on the presfles, we 11111y have cnouflh po tent ia l sales 
to justlfy the purr.hane of a sixth mnc h1nc: thls ls new investment. also 
ca lled net lnvc6tmcnt. 



Somebody wit l have had to save ( lnvet~t, not consume imil'edi-
' . ately) iri o rder for there to be money available for the purchase of this 

sixth machine; it does not matter for our purposes whether the savings 
have occun·ed by the newspaper owner or by the depositors at the bank 
f rau which a ~oan is secured or by investors who buy stock or bonds of 
the newF.paper company. For growth to occur, someone, ~omewhere must have 
pos tponed ~m1ed iate R~ tis factlnna t o savu and invc~t the capital thdt will 
b i? n?qu i l·ed for !.P"•J..ith. 

Now in ou r: 1r.ythlc ,1l '1icws1, :sper buniner.~ a 1;ertain amount of 
r.apita l s tock b ro.?quire<l t o r•m the bu 81ness: bu ildin8s, presses, staff, 
newsprint, wire· service:;, darkroom equipment, and so on. Let's assume 
that for a newspaper with annual sales of $10 million, this initial cap­
ital stock is $50 million. Economists -would say the business had a 
c11pit"1-output ratio o! 5: 1. Let 1 s also a s sume, in thl :; ,;impltfled model, 
that the capital-output ratio remains 'at the same· level of 5 to l ,,ver a 
fai rly broa<l range. (Economists are forever making models vith unrealistic 
assumptions and insist that t he modclR be judged on the results, not on 
the realism of the assump tions.) --

Then the history of the firm may l ook like this: 

Change in Required Net 
Year Sales Sales Capital Stock Invest-

(5 : l c - o ratio) mcnt 

11 $l0 M $50 M 
$0 $0 12 $10 H $50 M 
$1 M $5 N 

13 $11 M $55 M 
$2 M $10 M 14 $11 M $65 M 
$3 M $15 H 15 $1.6 M $()0 M 
$3 M $15 M 

16 $19 ii $Q5 M 
.$J M $15 If 

17 $22 i·! $1 ltl II 
$2 M $10 M rn $ :?:. M $1 20 M 
$1 M $5 M l q $25 M $12 5 M 
$0 $0 

20 $25 M $125 H 
$0 $0 

21 $25 M $125 M 
-$ l M -$5 M 22 $24 M $120 M 
-$2 M -$10 M 23 $22 M $ll0 M 

$0 $0 21. $22 M $1 10 M 



This is a partlcularly . interesting table, for that 
a period ill whir.h growth ls not' rap

1
ld-··a' 11 Bteady period"·-may mean that 

there is !!.2 net investment, even though sales may be at more than doubl!! 
the . initial level. See years 19-22, Perhaps growth is limited by the 
amount of money which has been saved up, perhaps lt is limite~ by external 
reasons for slowing sales . (the population does not grow quite ·so fast, 
for example, · or the development of tel'evis!on provides a canpetitive sl­
ternatl'le); this i s not our conern here. The. ql1cst~o11 b: what are the 
requirements {or investment and gn:iwth? · . (i\ega ti.ve nl!t invei::tmcmt just 
ni eaus that or<lin3;:y repl~ceu1ent tnvest111ent J.,cs · not take place: tha pub­
lisher of this iu1aginary newspaper lets on~ of his presse.s we1tr out in 
year 21-22 and Joes not replace it; two worn-out presses are not replaced 
in year 22-23.) 

"The main prediction of the· accelerator theory 
l.s that risins, rather than .!.!.!.&!!. output and sales 
Are needed to maintaln a hlgh level of investment. 
An lonB as output.and A.ale~ ara dsinu at a constant 
amoun t per year, tnvestment wlll be a constant amount 
per year. Shoul<l output and sales s tabilize at a 
constant level, however, investment witl · fall off 
drastically. 'rhe accelerator theory thus also pre­
<li.cts that the economy may show unstable tande'ncles . 
As soon as the rate of expansion of a boc.'!n slows up, 
lnvcst11wnt wlll foll off, nnd this wl 11 tP.nd to re· 
duce the level c.1f national lncane, "1hi.ch wlll depress 
lnvestment ati.11 further." 

Nr>w, to be fair, the accclcrat (l r tht!ory it; n theory like 
manyother theorJ. eR in economics:· some people find it versuasive and some 
do. not; th'? statistical evidence ls--as it seems nea tly always to be--mixed 
and inconclusive. If, however, the accelerator pr inc • ple ha11 a ~erm o f 
truth l.n lt:, then we hnve real r eason to be concerned over these ''sLeady 
peri<.lds' ' and ti.u11~s of "limltcd retrogrcsslon." 

To smooth out the l.nf latlonnry effects of booo1R and avui.J 
the dee l lncs anJ dlsnstt!rs and unemployment of recc1rnions and bust~, the 
permanent fund can be used to provicle ad11ltlo1wl invcr.t111ent capltal for 
Alaskn when the w.'.lvc' of dcvetoµ1n P.11t a1.pcat"s t 11 hP. rccetlJnv,; pennnnent· 
Cun<l l\1Vt! 5 t1ue11tr- cn• ·:I. h 1.: wlthtJr:w11 (ro.1 1'.l:n;ka 1dHrn t.:h c wave n( <lcvel1•p­
to~nt ii• <1Jv.111ei11i., , hvw•~V•H, f.ll n r .lc1· ti .wold \. lld l11fl<.'ti vn an.I a ~rll\:th 
r :Jtc whlch 1.: m111 . •t ·1'•! u•JFtaln..:cl. ('fhi:. i 1:1 .spe ,., ~ln,: ln ~tllli.!r.il t c?rn111; lf 
davel np111~11t ill rey,innal, r11 t he t• than :;t11te-whle, r .F. lnvestment:; Ahoutd 
g1> t o areas whcl'c clevctopnient iii in o decllne. Pcrhnpa, !or c>~omplc, both 
Falrlrnnl< s and An c hor11ee will need P.F. lnvestincnt:; to avoi.d ill effects o( 
the wl11df.nu down o f pipelf11e construction l•1 tho nc,~t few ycArs . ) 

It is true that talking about Bood tlrnes t o come can help 
to instill the confldence lit investors that in fact lc3ds to KOod tlrues; 
conslderlng potcntlal rccessi.ons may perhnps brlng thcin about. It ls nlso 
true, however, that realism ls healthy; 11 steady pedods11 and 11 limited 
retrog1·cssions" seem, in the llght of the accclerntol' principle, to be 
cuphc1111sina for "recass lons','"depresslons''or"lrnsts , " If we cons lder that 
tha Alaskan cconany mny head rlownwarcl on .:iccatilon 11nlt•ss helped , then 



we can aho think of ways to help lt if ~ t does turn down. 

I think we should plan ways of helping it "just in case." 
The potential of the Permanent Fund for smoothing out Alaskan business 
eye lea ts such a plan, ideally resultlng ln a steadier rate of growth 
whlch· avoids wild lnflation and severe depre$&ions. The enactment of 
an Alaskan Full Employment Act, parallelin~ the 1946 Act on the federal 
level, would be a u3eful preliminary stop ln this direction. You can, 
and I hope you wlll, u~e your influential editorinls t o ar~ue ln favor 
of these ldeas ~n<l plans. 

. To reply briefly to your other points : 1. Up until the 
Natlve Land Claims Act, over 997. of Alaska w4s already owned by one or 
another ~overnmcntlll body; while the governments could buy up the relit 
of Alaska, they fortunately set:!m to be releaslnB their holdings, although 
at a falrly slow rnte, 2. AlJska's chanEe t o Statehood status, whlch you 
hcl:,>e<l t o brlni; about, me 1nt th:1l lt ast>irmetl ~rc;iter reuponPibllltier. for 
r oads, f or th~ Judiciary, for its own affnlrn in mony fields; l t lH not 
1 ikcly t hat thu Li?gislntura would then be 11bl e to meet for the U mlte<l 
t imes custanary in Terrltori.a l days . 3. While the Legislature ls in­
deed subject to m3ny pressures and hos many flnws, the Executive branch 
l s l\ardly free of prcsRurcs and flaws itse\(; we fortunately have both, 
plus n Judiciary , t o pr even t the exceues of any one par t • . 

Thank you for yo11 r lnlcrcs t: ill the iJ lnscrtatlon, whlch ls 
n~nr\y fln r shed . Perhaps [ have made it too l ont~ 111 order t o 111 :-ikc lt 
complete; at ;ibout 350 pac cn, even n Xer•·x cupy co&tr. ulw11 t $15. I 
wf It ba glad to S•!nd you nn nbf:l trac t ~n the nt>nr f11t11rc ~ratJ. s, so that 
you may dccl.tle lf the worl-' ltntilf tntercsto you. It: l ~ not r-o niuch on 
t he 11sc of the PcriuJ11 c11 t Fund 3s lt ls uµo11 clurn gcR l.n budget lug st)•\c~ 
<lur l11 G " c rl s ls" anti "11o rm.1l" p~rlo1ls; ne ,.rl y hnl f l s n r on~onab ly thorou~h 
hl Rtr,ry of Alaskn that y11 11 may c'nj oy, h v..,'CVf't". IC nCl.!l'?p t u<l, mlcr11fll111 
r.: 11vl~N will c·1c11t11nl\ ; h~ :w,ill nhl·• t hr1111 s h U11 l •1 c1··:~ ; r1.:rofl1111l'. 

Tlt ~ 11I , l..11 11, f· ·r :··.ur r. n11tf nut11 .: J 11 t1~/.~r.t 111 l111:•:11vl 11 ;; 
Al,\sk 1J

1
11 l ' " •' ll1 :itl 1 t. t 11ld l ft!' • QI t :.1: • : ·~·~ •h! 1 1:· . 1 ·' / · ( !.11: 1 l·:i· 1.'1•\'•I , I 

11 1 1p~ :.vi• w:.tl ~·1 !111 ~· · " · •' 1' 1111 1 . .. · .. , w l .-h !1I f 1 1' /17' ,' !'( ::: • 1'.l l' i· lr l1
1 .. !J 1~y • ....... ,;y ,,,, '. ... _,11 . 11.' 

,, /_ 7 it,' ( 1~---------· 
!j}/''' A. ~ .. ,, '"" ' 

p n 11 llt' f 1H1,; fr11 othr I' 
;vl• ~I Ah to c~11111ent· ~ 
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Government Department 
Claremont Graduate School 
Claremont, California 91711 

.-~·~ci~c,'~ ..,... l I ' 

February 28, 1977 

Robert B. Atwood, Editor 
The Anchorage Times 

~Q~~\ J 
& Publisher ~ \ ~ ~ 

~~ · ( J Box 40 
Anchorage, Alaska 99510 

Dear Mr. Atwood: 

· ~ v 
~ 

Thank you for your courteous reply of February 18. 
Your brief words cause me t o do cons iderable thinking to 
compose an appropriate answer: in the meantime I finished 
up the Alaskan history section (1741-1971) of the disserta­
tion I'm working on here. 

Your newspaper and you personally appear throughout 
much of the modern history of Alaska. Your chairmanship of 
the Statehood Committee, your part in promoting Richfield's 
entry ' to the Kenai assure you an ineradicable position in 
the story of Alaska. Your newspaper constitutes a record of 
the oil years which I have read so closely and often as to re­
veal, from often repeated editorial comments, your stance on 
several issues. (If you write the editorials, that is.) 

It seems more productive to dwell on areas of agree­
ment rather than disagreement , so I will sugges t one r e lative­
ly innocuous difference only . From repeated editorials, you 
seem to wish for a limited l e ngth for Legislative sessions~ 
I would just as soon have them meet year-round and take all 
the ti~~ they need to do t he job right. 

I am a grac 'e student of government finance who 
came to Alaska to do research on changes in budgeting style 
caused by the $900 million ~ Alaska's beauty captured me and 
got me more interested in living there instead, though my 
dissertation is finally nearing completion after all . I have 
had an /\laskan variety of job~ in the·meantime, indoor and 
out~ in one of them, as a budget analyst for the State, I 
testified to the Alaska Historical Co:rrnission--and Evangeline 
J\twood--on the need for an oral history program in the Pionee rs' 
Homes. •rher ' was a populist movement in thP. traditional 
Ameri c an model of government by the governed. which intrigued 
me: I joined Ad I~c and eventually served as the Finance Of­
ficer for the Democrati c State Central Committee . 

Little of t his has to do with Lhe economics of the 
state except my t raining in ecoRmics and government finance. 



February l/8, 
Okay, economics lessons. (I know you are smartet 

than you make out1 your understanding is intuitive, while / 
I have to learn the darned stuff in school.) .

1 
' It used. to be thought that government should pre/tty 

much keep i t .s hands off thu economy. The workings of the f 
business cycle were supposed to be such that periods of ei'r­
pansion and contractio~ would follow one another without 
either wild inflation or e:·tt.i:-eme depression and, as long JI 
the economy was in fact relatively stable, this seemed lik~ 
a good idea: keeping governm~nt and business in separate! 
categories, that is. ~ 

The Depression of the 1930's changed all that. 

What John Maynard Keynes did for economics was to 
show the theoretical reasons for what the whole world knew 
in all too sad practical reality: that the lowering of t.he 
interest rate to provide easier capital for businesses would 
not always result in a new expansion; for there was some in­
terest rate that was so low that investors would rather hold 
on to the money instead. 

From this and other analyses, Keynes showed that 
government spending was the economic variable capable of 
control (and few of them can be controlled) which could bring 
the country out of a depression. Ideally, the requirements 
of deficit spending to recover from depressions would be off­
set in the long run by lowered government spending and/or in­
creased taxes during boom times. The hitherto apparently un­
important element of government was proved to be a controlling 
factor in the overall business economy . 

This is incredi~ly brief; hope you can make it th~~ugh 
my thick prose. 

In the federal government, the Kennedy Tax Cut of 
1964 is a clear example of Keynesian economics. Congress and 
the President now annually consider explicitly what used to 
be ignored: the effect of government spending on the economy 
and the relation of oxpenditures to receipts. 

One reason for this behavior, ' politically speaking, 
is the Full Employment Act of 1946: Congress then established 
full employment as a national goal, setti ng up the Council of 
Economic Advisors and giving the Federal Reserve, the President 
and future Congresses the justification for keeping the econ­
omy (supposedly} on the track of s mooth and stable growth. 

So much for the nation: now for the state . 



February 1977 

The economic history of the state· of Alaska is one 
of recurring booms and busts. The Rnssian fur rush, the 
1898-1902 gold rushes, the 1930's copper boom, the 1940's 
war boom and the 1950's cold war defense construction boom 
all tell the story of brief periods of expansion follo·~e- ~ 
by quiet, poverty, and recession. 

From your editorials y0u seem to hope the oil •in­
dustry will prove different, ev~n though the completed pipe­
line will employ about 800 people instead of the 20,000 on 
it during the construction period. Another economics lesson 
suggests why you may wish ~o reconsider. 

There is in economic theory something called the 
"acceleration principle." Without going into the details, 
this basically shows that growth is dependen~fnet nddi tions 
to investment. Paradoxically, ~ou can't get a net addition 
to investment unless the economy is growing at an ever-faster 
rate. If the economy is steady, even at a very high level, 
disinvestment is taking place and a qownturn will follow. 

So, in this light, what do you make of the Mathemat­
ical Sciences Northwest Study commissioned by Alyeska which 
forecasts that the pipeline's economic effects will be rapid 
growth followed by a steady period? If you are with the brief 
reasoning given here, you'll agree that "rapid growth follow­
ed by a steady period'1 is just t..sing other words for, what 
they did not want to say, 11 a boom and a bust." 'l'he Pairbanks 
experience after the "mini-boom" of 1970 is a good example 
of how unpleasant ca "steady period" can be. 

What can be done about all t his? '!'he politicians, 
who should have raised taxes in Alaska du ring the construction 
period to slow inflation and lowered them afterwards to en­
courage other i ndustries, often have political reasons for 
not doing what is economically r~quired. The creation of the 
permanent f unC. offers a pot of rroney big enough to be used as 
an economic balancing tool, despite the pos~ibly less than ap­
propriate actions by other elements of state government. 

Wh en Alaska is booming along quite ni.cely by itself, 
the moni es in the P.P. should be invested outside the state, 
in order to avoid the dangers of inflation. When the tide 
turns, as history shows it generally does, P.F. funds should 
be brought back into Alaskan investments to keep the economy 
of the st~te from sliding into a depressed situatlon. This 
procedure of putting the money whe re it's needed may or may 
not increase P.F. earnings: it definitely will help the gen­
eral Alaskan economy and the businesses and employees i n it . 



Atwood Februar/ ~8, 1977 
I' 

Now, far from Alaska though T presently am, r under­
stand that the Permanent Fund concept will remain under leg­
islative study until next year. 

eve· • 
There is still something to be done this year, how-

Just as the Full Employment Act of 1946 gives Con-
. ssional justification to federal agencies for their at­
r~mpts a t balancing the economy on the path of stable growth, 
s~ Alaska could use a simila~ Act to justify its future ef­
fcr ts in maintaining this ideal state. 

Since Alaska is in any case the state with the high­
est unemployment rate (in moet years) , there is sufficient 
reason for the Legislature to establish the goal of full em­
ployment for all Alaskans irrespective of any consideration 
of t he P.F. Such an Act is suggested here and i n earlier 
letters named the "Alaska Full Employment Act ." 

You are quite right that this is not yet a hot topic 
in t he l egislative halls on the second floor of the Capitol. 
You can, however , help make it of greater interest by editor­
ializing in its favor i n the Times, a newspaper which is not 

· only ''The Larqest I n Alaska" but is also the most influential: 
copies are delivered daily to the Senators and Representatives. 

Decause you seem to have such a stronq feelinq of: 
support fo r the business conditions in the state, I hope you 
agree that your. sponsorship of '1n Alaskan Full Employment 
Act can, without once mentioning this year the rel~tion to 
the P.F ., set the qr.011ndwor.k for the Permanent Fund's eventual 
use i n maintaininq excellent business conditions on a contin­
uing basis in Alaska. 

Hope this helps explain things: i( not, perhaps I 'll 
go back t o fishing i n Glacier Day or building trails through 
the Crazy Mountains. . . 7 

I 

Sincey:l.~ ~!"Id cordially, 
I . (;1 . 

)jl~h f / ""; ..... ~-n-n_e_m_a_n--~ 
/;. . / J 

(,./' I 

I 
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Mr. Jack Baker, Supervisor 
Division of Legislative Audit 

Dear Mr Baker: 

DIVISION OF INTERN/IL AUDIT 

November 28, 1973 

Coopers and Lybrand ' s audit report on the Alaska St3te Development 
Corporation \\las reviewed by the Department of Commerce , the agenc)' nnd the 
Dcpar1Juent of Administration. 

'l11c agency concurs with nudi t recommendations presented in the r eport. 
Collune1~ ts h'erc considered fair and presented in a helpful manner . 

The matter coptionc:d , E1wbling Legislation , is presented without 
r ecommendation or solution. lfo will review this subject when we ex:uill.ne 
the agency for c.:"foctive compliance to other comments . Since the program 
administrator jus t changed, we fa::el .it mlvbublc to postpone our <action. 

\ . I , 
U~ I ~ 

. ~., , ~ 
' !-. I 

SinccrcJy, 

Ri.chnrd /\. Smith 
State lntcrn::il J\udito1' 
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& LYBRAND 
CCRTIFIEO PUBLIC ACCOUNTANTS 

Legislative Audit Corrunittee 

Th e Honorable Governor of Alaska 

The Board of Directors 
Alaska Stab~ Development Cc r:i:oration 
Juneau , Alaska 

IN PRh•."PAL ARCA S 

OF THC WORLD 

We have examined the balance sh~et of Alaska State 
Development Corporation as of June 30, 1973 and the r elated 
statement of changes in fund balances and stateme nt of revenues 
and expenditures - General Revenue Fund for the y dar t~en ended. 
Our examination was made in accordance wi th generally accepted 
auditing standards , and ac~ordingly included sue~ tes ts of the 
accounting records and such o ther auditing proceaures as we 
considered necessary in t:he cir cumsta r.ces . The p r ior y ear 
financial statements, wh ich ha · e bee n r e stal·ed {No te i) , we:r e 
not examined by us and are included in ·tnis r epo:r·t ~er: com­
par ative purposes only . 

In our opinion, the a forementioned f ir.ane:ial st.a tements 
present fairly the f inancial position of Alaska State Develop­
ment Corporation at June 30 p 1973 and ~le r es ults o f its ope r:­
ations for the year then ended , in conform.i Ly with genera] ly 
accepted accounting principles applied on a basis consistent 
with that of the preceding yea r . 

Anchorage , ~laska 
September 28 , 1973 



ASSETS (Note 2) 

Current assets: 
Cash 
Investments , at cost, which 

approximates market value (Note 6) 
Current por '.:.j _on of development loans 

receivable ' 
Current portion of notes receivable 
Accrued interest receivable 
Other receivables 

To tal current assets 

Development loans receivable, net of 
current portion 

Notes receivable , net of current 
portion and allowance for doubtful 
note of $5 , 760 

Furniture and equipment, at cost, net 
of accumulated deprec i ati on o f 
$8 , 347 (Note 1) 

Organization costs , net o f accumulated 
amortization o f $35,398 (Note 1 ) 

Bond issurance costs , net o f accumulated 
amor tization of $99,395 (Note 1) 

Interf und a c counts 

$ 8 , 740 . 

270,066 

1,694 
62 , 416 

4,924 

347 , 840 

6,887 

827 

10,080 

101,059 

118,853 

~466 , 693 

Deve l opment 
Loan 
Fund 

$1 , 293,465 

335,000 

1 , 628,46 5 

3 , 605,204 

551 , 6 50 

4 , 1 56 , 854 

~5, 785, 319 

. 
. June 30 , 1973 

Loan Loss Principal 
Rese~v~ Reserve 

Fund Fund 

$515 , 736 $600,000 

515 , 736 600 , 000 

(551 ,650) 

(551 , 650 

$ {3 5 ( .~!.;!) $600 , 000 

See notes to financial sta t eme nts. 

(2 ) 

$ 

j 

1
: J~n¢ 30, 
,I~ 1'972 
r I ' All Fund ,; Combined 

i : 

8 , 740 $ 

2 , 679,267 

335,000 
1,694 

62,416 
4, 924 

3,092,041 

3 , 605,204 

6,887 

827 

10,080 

101 ,059 

3 , 724, 057 

54,151 

2,367 , 544 

325,000 
1,600 

75,617 
9,811 

2,833,723 

4 , 185, 386 

7,040 

827 

20, 160 

11 1 , 1 39 

4,324 , 55 2 

$6 , 81 6 , 0 98 $7 , 1 58, 27 5 



June 30, 1973 
Gene..:-al Development Loan Loss Principal June 30 , 
Revenue Loan Reserve Reserve 1 972 

Fund Fund Fund Fund All Funds Combined 

LIABILITIES 

Curre nt liabilities: 
Note payable (Note 4) $ 95 , 000 $ 95,000 
Curr e n t portion of Class A revenue 

bonds payable $ 600 , 000 600,000 $ 600 , 000 
Accrued interest payable 87,771 87,771 96,521 
Other accrued expenses 834 834 1 , 296 
Foreclosur e expenses payable 24,578 

Tota i.. current liabil i ties 183 , 605 600,000 783 , 605 722 , 395 

Long-term debt: 
Revenue bonds payable (Notes 2 and 5): 

Class A, net of current portion 2 , 950 , 000 2,950,000 3 , 550,000 
Class B 1 , 500,000 1, 500 , 000 1,500,000 

Class C c e r ticates payable (Notes 2 
and 3) $515,736 515,736 515 , 736 

Accrued interest on Class C certifica tes 
payable {Notes 2 and 3) 84,411 84 , 411 74,096 

Note payable , State of Alaska (Note 4) 175 , 000 175 , 000 270 , 000 

175,000 4,450,000 600 , 147 5,225 , 147 5,909, 832 

358 ,605 5 , 050 , 000 600 , 147 6,008 , 752 6 , 632 , 227 

FUND BALANCES 

Restricted 103 , 425 (636 , 061 ) $600 , 000 67 , 364 (85 , 132) 
Unrestricted 4,663 735,31 9 73 9 ,982 611 , 180 

108 , 088 735,319 (636,061) 600, 0 00 807 , 346 526, 048 

2466 , 693 25 . 785 , 319 .2P5 1 914) 2600,000 .2,6 . 81 6 . 098 ~7 , 158 , 275 



STATEMENT OF CHANGES IN FUND BALANCES 
for the year ended June 30, 1973 

Balance June 30, 1972, as previously reported 
Prior period adjustments: 

1) Cancellation of Class c certificate received 
in bankruptcy proceeding in 1970, not previously 
recorded 

2) Interest on Class C certificates, not previously 
accrued 

3) Adjust unrestricted fund based on l/12th of budgeted 
current expenses, as defined, for the year ended 
June 30 , 1973 

4) Partial recovery of development loan receivable 
previously written of~ creoited to Development Loan 
Fund instead of Loan Loss Reserve Fund 

Balance June 30, 1972 as res t ated 

Excess of revenues over expenditures 
Transfer per Section 505 of t he trust indenture 
Reduction in reserve for payment of principal and interest 

of Class A revenue bonds for the next six months 
Payment of Class A revenue bond principal 
Transfer of unrestric ted funds due to the reduction of 

budgeted current expense~ as defined , for the 
fo llowing month 

Transfex 1/4 of 1 percent of development loans receivable 
balance at June 30, 1973 per Section s1 n of the 
trust indenture 

Transfer 1 percent of development loans rece ivable balance 
at June 30, 1973, per Board o f Directors' authorization 

Partial recovery of Seldovia Inn development loan 
receivable prJviously writ ten off 

Reduction of allowance for doubt ful notes 
Reduction of estimated foreclosure expenses 
Class C certificate inter est expense f or year ended 

June JU, 1973 
Transfer of funds to meet the next principal payment 

requirement of Class A revenue bonds 

Balance June 30 , 197 3 

General Revenue 
Fund 

Unrestricted Restricted 

$ 23 , 640 

(17 ,380) 

6 , 260 

167 ,554 
(167, 554) 

(1, 5 97) 

~ 4, 663 

$113,925 

113,925 

(10 , 500) 

$103,425 

See notes to financ l al statements. 

(3) 

Development 
Loan 
Fund 

$ 671, 680 

17,380 

(84.140) 

604,920 

600 ,000 

(9,850 ) 

(39,402) 

(420, 349) 

$7 35, 319 

Loan Loss 
Reserve 

Fund 

$(814,600) 

5,500 

(74,097) 

84,140 

(799,057) 

9 ,850 

39,402 

20,820 
83,239 
20,000 

(10, 315) 

$(636,061) 

Principal 
Reserve 

Fund 

$600,000 

600,000 

167 , 554 

10,500 
(600 ,000) 

1, 597 

420,349 

$600 , 000 

All 
Funds 

Combined 

$594,645 

5,500 

(74,097) 

526 ,048 

167 ,554 

20,820 
83,239 
20,000 

(10, 315) 

$807 ,346 



COMBINED STATEMENT OF CHANGES IN FUND BALANCES 
for the year ended June 30, 1972 

Balance June 30, 1971, a s previously r epor ted 
Prior 

1) 

2) 

3 ) 

4) 

period adjustments: 
Cancellation of Class C certificate received in 
bankruptcy proceeding in 1970 , not previously 
recorded 
Interest on Class C cer tifi cates not previously 
accrued 
Adjust unrestricted fund based on l/12th of budgeted 
current expenses , as defined, for tne year ended 
June 30 , 1972 
Correction of Class c certificates outstanding 
pr eviously reported as treasury shares 

Balance June 30, 1971 as restated 

Excess of revenues over expenditures 
Transfer per Section 505 of the t r ust indenture 
Reduction in r eserve for payment of principal and interest 

of Class A r evenue bonds for the next six months 
Payment of Class A revenue bond principal 
Transfer of unrestricted funds due to the reduction o f 

budgeted current expenses, as defined, for the 
following month 

Transfer of 1/4 of 1 percent of development loans 
r eceivable balance at June 30 , 1 J72, per Section 510 
of the trust indent ure 

Transfer 1 percent of development loans receivable balance 
at June 30, 1972, per Board of Directors ' authorization 

Partial r ecovery of deve l opment loans receivable previously 
written off 

Class C certificate interest expense for the year ended 
June 30 , 197 2 

Transfer of f unds to meet the next principal payment 
requirement of Class A revenue bonds 

Write off of deve lopment loans receivable 

Balance June 30 , 1972 

General Revenue 
Fund 

Unrestricted Restricted 

$ 26,150 

(19·, 133) 

7,017 

119, 642 
(119, 642) 

(757) 

$ 6 , 260 

$1 24 ,425 

124 , 425 

(10, 500) 

$113 , 925 

See no tes to fi nancial s tatements . 

(4) 

Development 
Loan 
Fund 

$512 , 286 

19,133 

531,419 

600,000 

(11 ,4 80) 

(45, 918) 

(469,101) 

$604 , 920 

Loan Loss 
Reserve 

Fund 

$ (790 , 399) 

5 ,500 

{63 ,781) 

(60 , 500) 

(909,180) 

11 , 480 

45,918 

84,140 

(10 , 315) 

(21 , 100) 

$ (799 , 057) 

Principal 
Reserve 

Fund 

$600 , 000 

600 , 000 

119,642 

10,500 
(600, 000) 

757 

469,101 

$600,000 

Funds 
Combined 

$472 ,462 

5,500 

{63,781) 

(60 , 500) 

353,681 

119,642 

84,140 

(10 , 315) 

(21,100) 

$526 , 048 



STATEMENT OF REVENUES AND EXP&NDITURES -
GENERAL REVENUE FUND 

for the years ended June 30, 1973 and 1972 

Revenues: 
Interest income from: 

Development loans receivable 
Time certificates of deposit 
Savings and loan certificates 
U.S. government securities 

Jther income 

Expenditures: 
Salaries and administrative services 
Bank service fees 
Trustee charges 
Travel and per diem 
Insurance and bonding 
Telephone and telegraph 
Payroll taxes 
Legal 
Bad debt 
Other operating expenses 
Amortization o f organization costs 
Amortization of bond issuance cos ts 

l Lt e rest expense: 
Class A r e venue bonds 
Class B revenue bonds 
Note payable 

Excess of revenues over expenditures 

1973 

$136,600 
72,000 

3 ,800 

$293, 1 33 
74p897 
42,269 
15 ,. 837 

426,136 
543 

426,679 

12 ,693 
9,653 
1 ,772 

989 
548 
544 
202 

164 
10,080 
10,080 

46,725 

212,400 

259,12 5 

$167 , 554 

See notes to fi nanc i al statements . 

(5) 

1972 

$157,600 
72,000 

3,800 

$332,992 
63 , 247 
32,256 
8,347 

436,842 
303 

437, 145 

20,956 
13,903 
1,981 
2,273 

848 
705 
786 

9,164 
10,800 

2,525 
10,082 
10,080 

84,103 

233,400 

31/,:;03 

$119, 642 

0 



NOTES TO FINANCIAL STATEMENTS 

The Corporation: 

The Alaska State Development Corporation is a tax exempt 
corporation created by the State of Alaska Legislature to 
provide development loans to encourage and assist develop­
ment of new business and industry in Alaska and to 
rehabilitate and expand existing business and industry in 
the State. 

The significant accounting policies of the Corporation are 
as fo llows: 

a) Furniture and equipment have been depreciated over their 
estimated useful l ives, to their estimated salvage value, 
principally by the straight line method. There is no 
depreciation expense fo r the year ended June 30, 1973. 
Depreciation expense for the year ended June 30 , 1972 
is $454. 

b) Organization cos t s were being amortized over twenty 
years by the straight line method until June 30, 1971 . 
Beginning July 1, 1971 tht! remaining balance ls being 
amortized over three years, by the straight line method. 
The effect of this change is to increase amortization 
by $7,560 and to decrease excess of revenues over 
expenses by a like amount for the year ended June 30, 
1972. 

c) Bond .issuance costs are bP ing amor tized over twenty years 
(the or ig inal lives of the bo nd issues) by the straight 
line method. 

2. Funds and Restricted Assets: 

The Alaska statutes estahlish four separate funds Lo be 
operated by the Corporation: t ,1e bond trus t i ndenture def lnes 
more specifically the compos ition of each fu nd and iLs 
f unction . These funds are a) Lhe Ge neral Re venue Fund . b ) 
the Principal Reserve Fund , c) the Loan Loss Res e rve Fund and , 
d) the Development Loan Fund .. 

The assets o[ t he General Revenue Pund are r es tri cted Lo 
payment o f current expe nses , as defined by the trust 
lndenture, a nd the in terest on Class A and Cl ass B r evenue 
bonds. 

(6) 



Funds Restricted Ass ets, Continued : 

The assets of the Principal Reserve Fund are restricted to 
paymen t of the current ma turities of the Class A revenue bonds 
and, a s appr oved by the Board o f Directors , to retire Class B 
r evenue bonds at maturity ~ 

The as sets of the Loan Loss Fund are restricted as collateral 
for the payment, at maturity, of the principal and accrued 
interest of the Class C certificates. This fu nd is charged 
with all development loan receivable losses and is credited 
with the proceeds o f amounts r ecove red . 

The assets o f the Development Loan Fund are pledged as 
collateral for the Class A and Class B r evenue bonds payable. 

3. Class c Certificates Payable :. 

Borrowers o f development loan f unds receive 95 p<~rcent of 
their loans in cash and 5 percent evidenced by Class C 
certi f icates payable with interest at 2 percen t. '.rhe 
certificates and accrued i n terest a re subordinated to the 
Cl ass A and Class B revenue bonds and mature on August 1, 
1983 . 

4 . Notes Payable: 

Notes payable o( the Corporation at June 30 , 197 3 are as 
f ollows: 

Non- interest bear Mng note , payable to the 
State o f Alaska at such time as t he surplus 
o f the corporation makes r e imburseme nt 
possible , subordinate to all o ther debts of 
the corporation, no t colla tera l ized . 

Note payable to Governme ntal Statistical 
Corporation at 4 pe rcen t interes t, payabl~ 
annually , due August l! 1973. 

( 7) 
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NOTES TO FINANCIAL 

4. Notes Payable , Continued: 

The note payable to Governmental Statistical Corporation was 
assigned to a third party; the identity of the legal owner 
of the note at August 1 , 1973 is uncertain o A $95,000 escrow 
account was established on August 1, 197 3 for pa)rrnent of the 
note upon the detennination of the legal owner ~ 

5. Revenue Bonds: 

Class A revenue bonds are collateralized by the fu ll resour ces 
and credit of the Corporation and take priority in payment of 
principal and interest to Class B revenue bonds and Class c 
cer tificates. 

The Class A revenue bonds mature serially f rom 1973 thru 
1983 and bear interest from 3.7 percent to 3 . 9 percent payable 
semi-annually. The Class A revenue bonds are redeemable in 
whole or in part, under certain conditions, on August 1, 1973 
and thereafter on interest paymen t dates at redemption prices 
declining f rom 101-3/4 percent ot f ace al e to face value o n 
and after August 1, 1977. 

'rhe Class B revenue bonds mature Aug·ust l ~ 1983 and bear 
interest at 4 .. 8 percent, payable semi-annually . The Class B 
revenue bonds are redeemable in whole or in part, a nd under 
certain conditions , on August 1, 1973 at 104 percent o f face 
value and at each interes t payment dnte therea f ter at de­
clining redemption pri ces . The Clase B bonds shall not be 
r edeemable, either in whole or in part:, unless there shall 
have first been deposited in the Princ ipal Reserve Fund, an 
amount equal to the principa l amount of the three lar9est 
annual maturities of the Class A bonds . 

6. Investments: 

Investments owned by the corporation are as follows: 

(8) 



NOTES TO FINANCIAL STATEMENTS , CONTINtJED 

Investments, Continued! 

Time certificates of deposit 
Savings and loan certificates 
Federal Land Bank bond 

maturing January 21, 1974 
Federal Home Loan Bank bond 
U.S. Treasury ncte 

June 
1973 

$1,890 " 000 
727,230 

100.044 

- - ·---
~ 

30 , 
1972 

$1,500,146 
689,223 

50, l 93 
89,.975 

~2"'367 t..5i1 

7. Restatement and Reclassi f i ca tion of J une 30, 1972 financial 
Statements ~ 

The J"une 30, 1972 f inanc i.al s ta temen ts have bet'n r e stated as 
explained by the adjustment s i n t h e s La t emen ts o f changes in 
f und balances. 

Certain amounts ha ve been r ec las sif i ed ~ n t he June 30 , 1972 
financial statements, principal ly curre nt a ssecs and current 
liabilities, to conf orm to t he c.lassl fi.cat io ns presented i n the 
June 30 , 1973 f inancial sta tements. 

(9) 





Legislative Audit Committee 

The Honorable Governor of Alaska 

Board of Directors, 
Alaska State Development Corporation 
Juneau, Alaska 

Gentlemen: 

October 5, 1973 

we have examined the financial statements of Alaska 
State Development Corporation for the year ended June 30, 1973, 
and have issued our report thereon dated September 28, 1973. 
As a part of our examination, we reviewed and tested th~ Com~any 's 

system of internal accounting control to the extent we considered 
necessary to evaluate the system as required by generally accepted 
auditing standards. Under these standards the purpose of such 
evaluation is to establish a basis for reliance thereon in deter­
mining the nature, timing, and exten'_ of other auditing procedures 
that are necessary for expressing an opinion on the financia l 
s ta temen ts • 

The objective of inter.nal accounting control is to provide 
reasonable, but not absolute, assurance as to ele safeguarding of 
assets against loss from unauthorized use or disposition, and the 
reliability of financial records for preparing financial statements 
and maintaining accountability for assets. The concept of rec:ison­
ab le assurance recognizes that e1e cost of a system of internal 
accounting control shou ld not exceed the benefits derived and also 
recognizes that the evaluation of these factors necessarily requires 
estimates and judgments by management. 

There are inhere nt limitations that should be recognized 
in considering the potential effectiveness of any system of internal 
accounting control. In the performnnce of most control procedures, 
errors can result from misunder s t anding of instructions, mistakes of 
judgment , carelessness, or oe1er pcrson~l fac tors. Cont~ol proce­
dures whose c££ec tiveness dep•:mds upon seg:i.:ega tlon of du ties can be 



circumventeq by coll'usion. Similarly, contro l procedures can be 
circumvented intentionally by management witp respect either to the 

, execu'tion and recording of transactions or with respect to · the 
estimates and judgments required 'in the preparation · of financial 
statements. Further, projection of any evaluation of internal 
accounting control to future periods is subject: to the risk that 
the procedures may become inadequate because of changes in condi­
·tions and that the degree of complianl!e with the procedures may 
deteriorate. 

Our study and evaluation of the Company 's system of in­
ternal accounting control for the year ended June 30, 1973, which 
was made for the purpose set forth in the first paragraph above , 
would not necessarily disclose all weaknesses in the system. How­
ever, such study and evaluation disclosed the following conditions 
that we believe to be weaknesses . Our detailed findings and recom­
mendat~ons are included in this report which are indexed on the 
fo llowing page. 

should you h:ive '1ny questiono concerning the ma t ters 
in this report or any other matter relating to our examination , we 
shall be pleased to discuss ci1em at any time. 



C 0 N T E N T S 

I. A~counting Controls: 

A) Cash receipts 

B) Vendor's invoices 

C) Accounting Manual 

D) Internal Audit 

II . Enabling Legislation 

III. Trust Inclenture : 

A) Genera l Revenue Fund 

B) Section 509 

IV. Clas s C Certificate Accrued Interest 

v. Fund Accoun ting 
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Controls over cash re7eipts coµ~d be improved • . ; 
We recommend that cash receipts by mail should be listed 
by the person opening, the mail. The list should indicate 
date received, payee and amount. The list should later be 
compared to the cash receipts book listing and bank deposit 
'slips, by someone in<iependent of the cash receipts functions, 
to ascertain that all receipts are accounted for by the 
Company and recorded by the bank on a timely basis. These 
procedures are recommended to strengthen controls of cash 
receipts. 

B. Vendor's invoices paid are not now being cancelled to 
indicate payment. 

we recommend all invoices be appropriately marked "Paid" 
and the check number be i nserted in an appropriate space 
on a block stamp imprint, before the check and related 
invoices are routed to the check signer. All duplicate 
invoices should be destroyed upon receipt. ~iis procedure 
should m ~ _mi ze the likelihood of duplicate payment s. 

c. An accounting manual is not now in use. 

We recommend an accounti ng manual be prepared to provide 
:. descriptive analysis of the accounting system and the 
various accounting functions. 'l'he manual should define 
the various items in the chart of accounts and should 
interpret the fund accounting regulations and restriction~ 
as set forth in the Company's enabling legislation and 
trust indenture. 

The advantages of such a manual are tha t operating and 
management dec i sions need be made only once . Without 
such a manual, deci sions are often made at a clerical 
level and with turnover of pers onnel, the probable result 
is inconsis t ency i n recording, summarizing and reporting 
financial data. The manual also provides a written docu­
ment which can be useful i n trnining new personnel. 

(1) 



Accounting Controls, Continued: 

D. Internal audit functions performed by corporate 
are not formalized. 

We suggest that certain reviews of clerical accounting · 
and operating functions be made monthly by someone inde­
l:Jendent of the clerical group, and the reviews be docu­
mented by having the reviewer initial and date the docu­
ments reviewed. We suggest these reviews include the 
fo llowing: · 

a) Review of distribution , summarization and posting of 
cash receipts and cash disbursed to the general ledger 
and subsidiary ledgers. 

b) Review of non-recurring journal entries. 

c) Review of computation and posting of standard Journal 
entries. 

d) Review of bank reconciliations and investigation of 
unusual reconciling items . 

e) Heview reconciliations of subsidiary records to the 
genera l ledger for develop.ment loans, interest receiv­
able, etc . 

f) Review of funded reserves activity . 

g) Review of collectibility of receivables, particularly 
development loans and related interest. 

II. Enabling Legislation: 

During our review of the development loan portfolio , three 
violations of ~le Alaska Statutes Title 44 Chapter 59 (tl1e 
enabling legislation for Alaska State Develop1nent Corporation) 
were noted . They are : 

a) Section 4 4 . ~9 . 350; tl1e prese nt terms of B1e Matanuska 
Ma id development loun results in a maturity date later 
than the maturity date of the Class B bonds. 'I'11e 

(2) 



' \ ~\ 

development ~oan receivable balance at the 
date of the Class B ·Bonds approximates $50,009 pro­
viding that Matanuska Maid, Inc. continues to amor-' 
tize their loan according to the present agreement. 

Section. 44.59.310: the loan to Mr. ~ Mrs. A. W. 
'Jurgeleit is wholly owned by the Company with no 
participation by a lending institution. 

' I 

c) Section 44.59.380: the loans to Fourth Avenue Invest­
ments and Matanuska Maid, Inc. had principal baLances 
at June 30, 1973 greater than ten percent of the sum 
of the principal outstanding on the Class A and Class 
B Bonds. 

Neither the statutes not the trust indenture with Franklin 
National Bank indicate any remedie s that may be available to 
the holders of the Company's securities when violations of the 
above type occur. However, these vi0lations are brought to 
your attention for your further consideration as to any corp­
orate action you may feel necessary. 

III. Trust Indenture: 

A. The Company's current policy is to carry one-twelfth or. 
total budgeted annual expenditures (including interest) in 
the unrestricted portion of the Ger )ral Revenue Fund. Tl~e 

unrestricted portion of the General Revenue Fund should 
have a balance equal to the ensuing month's budgeted current 
expenses as defined in the trust indenture. This definition 
makes no mention of interest on Class A and Class B bonds 
and Class c certi ·ficates as being a part of current expense . 
The restricted portion r,£ the General Revenue Fund has 
subaccounts which contain provisions for the Class A and 
Class B bond interest. The Class c certificate interest 
i s provided for in ~ie Loan Loss Reserve Fund . 

Continued 
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Indenture, Continued: 

We recommend that accounts in th~ General Revenue 
be related to the governing definitions and trust 
ture requirements. 

B. The trustee is not sending a duplicate copy of a certifi­
cate of cremation of all ·matured ..ind paid bonds to the 
Company as is required by Section 509 of the Trust inden­
ture. 

We recommend that the Company contact the Franklin National 
Bank and ask ci1em to comply. 

IV. Class C Certificate Accrued Interest: 

The interest accruing on Class C certificates has not been 
recorded as a liablili'ty on the books of record of the Comp­
any and the current yea:i: expense is not included in the 
annual budget. The Alaska statutes and interpretations there­
of by ci1e 1\laska 1\ttorney General's Office , indicate that the 
interest on Class c certificates is a liability of tJ1e Company. 

we recommend that interest on Class C certificates be nccrucd 
and recorded monthly even though it is subordinate to the 
principal and interest on the Class A and Class I3 bonds and 
principal of the Class c certificates. 

v. Fund Accounting: 

The enabling l egi s lation and trust indenture of the Company 
establish certain fund~ and set forth certain accounting 
requirements and restr.Lctions on the assets of these funds. 
1\t present the Compan) is pa rtially following fund accounting 
by proper segregation of fund ba l ances and funded reserves. 

<.:ontinued 
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Fund Accounting, Continued: 

we reconunend that the assets . and liabilities of the 
be identified with their respective funds and the designated 
amounts be noted in the general and subsidiary ledge.rs .• 

The purpose of fund accounting i s to i nsure pfope~ recording 
and reporting of pledged and trust assets as required by the 
trust indenture for the holders of the Company's secur ities. 

(5) 
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1 STATE INVESTMENT ADVISORY COMMITTEE 

2 October 13, 1976 

3 Anchorage, Alaska 

4 

G Chairman Eric Wohlf orth called the meeting to order 

G at approximately 9:45 a . rn. on Wednesday, October 13, 1976, 

7 in the Conference Room, Department of Revenue, 509 West 

s Third, Anchorage, Alaska. 

D Members present were: 
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:! I 
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Dr. Logsdon, Associate Director, Agricultural Experi-
ment Station, University of Alaska , Palmer. 

Mr. Eric Wohlforth, l\ttorney at Law, Anchorage 
Robert Barnes, President, Alaska State Bank, Anchorage 
Mr. Dennis Waldock, Foster & Marshall, Anchorage 
Mr. Martin Pihl, Vice ~resident and Comptroller, 
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Mr. Robert Thorstensen, Petersburg Fisher i es, In ..: . , 
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Jim Edenso , Deouty Commissioner , De~artment of Revenue 
Mr. Jamie Love, Alaskn Public Interest Rese arch 
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R. LeResche , Of£ ice of Governor, J1meau 

Absent Members : 

Mr. Emil do l ti , Pres id en t , l\lnska l~a tivc Foundation. 
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Mr . Robert McFarland, First ~"ederal Savings & Loa11 , 
Anchorage 

S\.!nator John Durtrovich, l:-a irbnnks 
Senator Jalmar Kerttula, Palmer 
Se nator John Sacket, Fairbanks 
Andrew S . Warwick 
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MR. WOHLFORTH: We're calling the meeting to order. 

2 Mv name is Eric Wohlforth, I'm pinch-hitting for Bob McFarland 

3 the Chairman, who is embarking on a round-the-world cruise 

4 for some seven weeks and left yesterday. The first item of 

G business on the agenda is opening comments by Commission~r 

6 Gallagher. 

7 There is a sheet being passed around the room for 

8 convenience. If you can simply sign your name when it reaches 

JO 

l1 

J3 

J Ii 

J7 

18 

you, or print your name, your firm, unless you're a member 

of the Committee, and your address, it will be helpful. 

So we'll now hear Commissioner Gallagher's opening 

comments . 

MR. Gl\LLAGHER: I would like to welcome you a ll to the ' 

second meeting of the State Investment Advisory Commit tee con-

cernin~ the es tabli sl~ent of t he proposed Permanent Fund. 

The las t meeting served to introduce the new members of the 

Committee and to initia te the process of establishing the 

Permanent Fund . This meeting will allow the Committee the 

J!l opportunity to begin evaluating the work currently being under 

20 taken by the Consultants for the Permanent Fund. 

:H Bob Richards will further describe the State ' s economy 

.,.. by providing a sectional analysis of each s egment . His input 

~I will allow the Committee to begin focusing on the potential 

:! I invcs tment opportuni tics available in /\laska . Informatio n 

:!~ of this nature will be u, ~r u l f0r considering inves tment 

TAt<U rrnronn:ns 
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policy. 

2 Price Waterhouse will present their r eport on the 

3 organizational structure, management and control of existing 

4 f unds which currently undertake the administration, management 
I 

5 and investment of l arge devel opment projects. Their report 

G compares the characteristics of funds which are similar in 

7 nature to the proposed Permanent Fund, e.g ., the limitation 

s which permits only income earning investments. 

9 White, Weld and Company will present their report on 

• 10 existing permanent funds . Characteristics of these funds 

ll will be reviewed and outlined for the Committee. 

J2 The Governor has asked the State Investment Advisory 

13 Committee to actively pursue the establishment of the Perma-

14 nent Fund. This Commi t:tee was expanded to include a broader 

J5 base of Alaskans to provide a greater breadth of ideas and 

rn input for establishing the Permanent Fund. 

J7 There has been some concern expressed in the news 

-• JS media that the State Investment Advisory Committee has become 

]!) a "powerful board." This is a basic misunderstanding of thE! 

!!O State Investment Advisory Corrunittc~e . The State Investment 

~t Advisory Committee is mandated by statute to advise tile Com-· 

:!~ missione r of Revenue on investment policy for the State ' s 

:!:I funds. 'l'he use of the State Investment l'\dvisory Commit tee 

:H for the Permanent Fund is an exception and i t s expansion is 

~~ intended to be tempora ry . Upon the eve nt ~lat the Perma nen t 
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Fund is establ~shed, it is anticipated that the State ;Invest-

2 ment Advisory Committee will return to i its previous status. 

3 There has been much concern expressed concerning the 

4 goals of the Permanent Fund. · Let me share with you at this 

5 time my view on the potential goals of the Permanent Fund. 

G Briefly, I see three major goals of the Permanent Fund. 

7 The Permanent Fund could have as one of its goals the 

s strengthening of the State's economic base. This could be 

9 accomplished by adopting policies for the investments which 

• 10 tend to stabilize the eco~omy, a flattening out of the so-

J1 called peaks and troughs in the e conomy . Investments into 

12 renewable resources using non-renewable resource fund~ ~ il l 

J3 help future economic conditions. Policies which tend to 

11 reduce the seasonality of employment would provide greater 

15 employment opportunities for more Alaskans. ~he benefits of 

Jli the Permanent Fund should reach :i broad population base of 

J7 the State . 

-· ]8 A second goal could be to provide assistance in the ar - a 

of comrmn i ty development. This idea falls within the broad 

'.?0 population based concept. ' Assistance in communication develop 

:.?1 ment, housing assistance and other socially related progra ms 

2~ could be the goals for the permanent fu nd. 

:!:J Final ly , a third goal could be to suppor t the " sav ings 

:.!·I account" conce pt . 'fhis would affect the e conomic growth of 

:!~ th e State and allow for greater selectivity and participation 
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1 in future development . Additional benefits could be derived 

2 from direct earnings received on the funds. Finally, this 

3 could provide a "cookie jar" for the occasionc - rainy day . 

4 Many people have expressed concern for safeguarding 

5 the funds. There are many ways of developing safeguards, and 

Ci some of these have been traditionally used by other organi-

7 zations with similar responsibilities . Safeguards are general y 

a provided procedurally through the management and control of th 

9 -0rganization . 

JO Management provides safeguards by building checks and 

11 bala nces into the decision-making process, e .g., a loan com-

1 ~ mittee in a bank; limited lending authority; banking and 

cash handling procedures , etc. A further control is the use 

H o.f generally accepted nccoun ting reporting and auditing pro-

J6 cedures . Annual audits arc a very effective check on ma nage-

J li ment activities which enhance greater contr0l procedures. 

J7 Further , public reporting requirements on a regular basis 

J8 greatly inhibit the misus e of funds. 

l !) A brief review of our activity will establish that 

~U there is a major effort by the State to cstublish the Per-

~ 1 man en t Fund: the cooper a ti on between the adminis tra ti on and 

~~ the legislature in establishing the Prrmanent Fund; the use 

:!:I and expansion of the State Investment /\dvisory Committee as a 

~ I human resource pool to develop the Permane nt Fund; the hiring 

~J of consultants to prov ide research and data relevant to the 
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development of the Permanent Fund; and the use of the public 

2 forum, the Alaska Growth Policy Board , to carry the dialogue 

3 of the Permanent Fund to the general public . 

4 MR. WOHLFORTH: Thank you, Conunissioner . Before we 

,5 get to the next item, I think Mr. Edenso wants to make a few 

H remarks to the members of the Committee about the materials 

7 which are here today. 

8 MR. EDENSO: Before we start the meeting formally 

o beyond this point, I'd like to find out if the members of the 

• :O Conunittee , all of you have received copies of the Price 

ll Wat~rhouse report and the Wh ite, Weld r eport as well as a 

J~ copy of the agenda. 

MR . LOVE: I just got mine this morning and I didn ' t 

l~ have a chance to really review it. 

] !i MR. EDENSO: The r eason we ' re concerned, I'd like to 

11; point out that l\laska ldrlines has posed some problems for 

J7 delivering the reports and delivering the mail through South-

-• JS eastern and through An chorage actua :1 ly. The White, Weld 

JD report took six days to ge t here, and t hat was by special 

~o messanger. So we did l1 ave some difficulties in distributing 

:.?I and obtainin<J the report . However, if you are missing the 

~:.? agenda and a copy of the r eports , I do have a couple e xtra 

~I r r ports with me and if I run out I 'd be happy to provide 

:.?·I those to you at a lat:e r po i nt. 

MR. WOHLFOH'l'll: '!'hunk you. 've wi 11 app1~opria tcly now 
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l formally convene the meetin g of t h e State I nvestment Advisory 

2 Committee , and the Chair does note the presence of a quorum 

3 (the Acting Chair) . 

4 Th e item of business next before you is adoption of 

5 the minutes of tne August 26 meeting which have been in your 

G hands for some time, and 'I'll entertain a motion for their 

7 adoption. 

8 MR. LOGSDON: I so move. 

MR . WALDOCK : I'll second that . 

JO MR. WOHLFORTH : Is there any discussion? If not, all 

11 those in favor of adoption signify by saying "aye . " 

J2 Contrary? They are adopted. 

)3 The next item of business is slightly out of order 

11 on the agenda, but I ' ve been advised it would be convenient 

JG to turn to Mr . Vince Wright, who I believe is Director of 

lll Research for the Department of Revenue , to give an update on 

J7 revenue projections -- if he ' s ready to go . 

JS MR. WRIGHT: Yes . Each quarter the Department of 

J!l Revenue publishes what we call a Revenue Journal . In that 

~o Journal we feature what we consider to be the results of 

~ I vital research efforts. This particula r Journal is devot ed 

:!~ to Permanent Funds . Now, in presenting this thing we are 

:!:I not: ad voe a ting any ideas whatsoe ver. We' re simply pres e n ting 

:!·I 

.,­_,, 

a series of thoughts , concepts and ideas that council membe rs, 

administration and the legislature have developed over a 
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Fund concept. 

~ The idea is just to get thoughts out to the voters, such 
. 

3 that he or she can comment on them, scrutinize them, perhaps 

4 develop them a little further . 

5 The numbers on the back of the Journal here are an 

u update of ·the charts that I presented last time. Now, in 

7 these projections what we have done is listed those items 

s that Joint Resolution No. 39 has specified a~ being quali-

!J fiab l e for the Permanent Fund . monies . Right: now the amend-

• JO .. mer.t reads at least twenty-five percent , and I stress that 

Jl at least twenty-five percent of State oil royalties, State 

l2 gas royalties, Federal royalties, mineral lease rentals and 

J3 bonus sales will be set aside for Permanent Fund purposes. 

Jd Now, on page nine we have listed these items in 

rn numerical amounts that are attributable to each one of these 

11; categories by year commencing in FY 77 a nd going out through 

J7 fiscal year '85. 

··• :18 On the second page over, immediately on the back, page 

ten, which is titled "Permanent Fund ~nalysis at 25 % Contri-

20 bution Rate" we have calculated what the uctua l contribution 

~1 r ate would be on a per year bas is in the third column there. 

,,,, The last column, we have simply ~ccumulated those figures, 

:!:I so that you see by fiscal year '85 , based on 25% contribution 

~ rate you're now ~aiculating to roughly 1.8 Million Dollars 

~;, with the accumulated permanent fund. 
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Now, in developing these projections there are many 

2 ·assumptions that go into them such as pricing of Qil, thrupl. t 

3 assumptions, tariff rates, etc., and due to the changing 

4 conditions out there in the real world we constantly have 

5 t o update these figures. I would like to, in conception 

G terms, indicate h ow we derived wellhead value. I don't want 

7 to get into the numbers. I think the numbers are going to 

s be constantly changing. For those of you who are not familiar 

n with well he ad value and its importance, I would like to go 

• 10 into it. 

11 It' s on the basis of we llhead value that we determine 

J ~ our royalties; it's 12-1/2 percent. You start out first of 

J3 all with what we call r e finery products. In this case we're 

J4 assuming what we call OPEC prices, world- wide prices. We're 

Ji> adopting Saudi, Arabian crude prices , and from that we sub-

](i tract what we call a series of tariff rates. There are 

l7 various tariffs. For example, you have the tax tariff, which 

-· 18 represents the line itself, you have the tanker tariffs. 

ID The tanker tariffs, in this case one set coincides with 

20 shi~nent from Valdez to Long Beach. The third set of tariff s 

21 in this particular instance, for a six- month pe riod we have 

~:! assumed to be connected with the Panama Canal route. We' r e 

:!:I assuming that for a six-.nonth period we' re going to ship oil 

:!·I through the Panama Cana l. 

:!G The fourth s e t of tariffs we've identified with what 
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1 we ' call the SOHIO line project. In other words, assuming 

2 that everything is approved, there will be a line running from 

3 Long Beach to Midland, Texas. Now, what that line consists 
I 

4 of ' is partially an El Paso gas line ·which El Paso has agreed 

5 to convert to an oil line should the FPC approve it, and it 

<i also consists of two hundred miles of new line that have tb be 

·7 built across Southern California. 

8 Now, all those items in the tariffs, we crank those 

9 out and you've got refinery prices and we derive what we 

• JO call wellhead value. From. that wellhead value you then take 

11 your royalties, which amount to 12-1/2 percent. 

12 If you have questions in regard to anything in the 

J3 Journal at this time around you can call us down there at 

14 the Department of Revenue . It might take some time to digest 

JG what is in the Journal today . Are there any questions right 

Jli now? 

' 
.. 

~ . MR. MOTLEY: What was the alloca tion for going 

-· JS around the Panama Canal, how much L!id that add to the bill? 

rn I didn't se~ that. 

20 MR. GALLAGHER: It's Seventy-Five Cen ts, Tony, to 

21 Long Beach , and it's probably about a Dollar, another Dollar 

2~ to the East Coast, about a Dollar Sixty, Dollar Seventy-Five. 

:.!:! Other tariff is Two Dollars ond 'l'wenty, so that's about 

~I Forty-Five, Fifty Cents. 

MR. MOTLEY: Just for the Panama Canal? 
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LAGHER: Forty-Five or 

2 Cents by taking it through the Panama Canal. 

3 MR. MOTLEY: Past Long Beach? 

4 MR . GALLAGHER: Past Long Beach and going by water. 

MR. REED: So you end up with, you're saying, about 

G a Dollar Fifteen to a Dollar Twenty by the time you get to the 

7 East Coast; is that it? 

8 MR . GALLAGHER: No, I'm saying a Dollar Sixty to 

!) ·Two Twenty . 

• JO MR. REED: I thought it was Seventy-Five Cents to 

11 Long Beach. 

J2 MR. GALLAGHER: That's right, then there's another 

l3 tariff, an additional tariff, if you're taking the surplus 

1'1 oil to 

MR. MOTLEY: In other words, let's say Fifty Cents 

Jti roughly through the Panama Canal. 

J7 Mlt . GALLAGHER: Added to that. I said it to ta ls a 

••• J8 DolLar Seventy-Five for surplus oil going to Pad 3. It would 

1!l be Seventy-Five Cen1.s to Long neach, and if you go by sea 

~ to Pad 3, Two Dollar s and Twenty Cents. 

:! I MR. nEED: What's Pad 3? 

MR. WRIGHT: Petroleum District Number 3, which is 

:!:I Midl a nd, 'l'exas. 

:!·I MR. MOTLEY: It's the Gulf area. 

MIL Gl\LLJ\GllER: Most of the Saudi crude is based on 
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shore . It's t he closest market , Two Twenty , where you can 

d ispl ace Saudi crude. 

3 MR . LOGSDON·: I ' d like to commend the Department of 

4 Revenue for t he picture on the fro-. t of your Journal, of the 

5 oat and pea silage in t he shr.jow of Byers Peak . I think 

(i that's very nice, especially with "Permanent 'Fund" written 

7 across the front of it. 

8 MR. WRIGHT: We had Senator Kerttula in mind here . 

9 MR. WOHLFORTH: Thank you. I f you would identify 

• 10 yourself before you speak , it would be helpfu l to the secretar . 

11 There i s a verbatim transcript of these minutes taken. 

J2 I t was Dr . Logsdon that just spoke and made the comments ·..ibou t 

)3 t he picture on the Revenue Journal . • 

MR. WRIGH'r: l\re there a ny other questions about the 

JG Journal? 

J Ii MR . LOVE: What would happen -- I mean, have you got 

J7 really any projections 0n this, what would happen if the tax 

-· JS rate was changed drastically ? I guess t here ' s an area that 

HJ taxes will go into this, or somethi ng , the net effect . 

~o MR. WRIGII'J': 'I'hc:it is cor rect , taxes do not go into 

~1 this, only percen tases of roya l ties . 

... , MR . LOVE: Would that affect t he royal t ies or anything . 

MIL WRIGH'l': Le t' s p~ t it t his way, dependi ng on wh ich 

:.!·I r ou t e the oi l goes , the tariff r il tes co 11 be of fectcd . 'fhcre-

:.!.i fore, we l l head va lue con be affected , there fore , royalties. 
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I'm about the question of 

2 Alaska State taxes. 

3 MR. WRIGHT: The tax doesn't. 

MR. WALDOCK: Dennis Waldock. Sterling, have you take 

5 any consideration into shipping any of this excess oil, rather 

G than through the Panama Canal, until this new line is built 

7 rver to Midland, Texas -- have you taken into consideration 

s of shipping it over to Japan and what the savings would be 

D by exchanging of shipping oil to Japan by going ahead and 

JO exchanging oil with the Middle East coming to the East Coast? 

11 MR . GALLAGHER: We have done projections on that. 

J2 There is a considerab 1 ~ savings to the State. The advantage 

J3 to the United States is very minimal because, of course, you 

J4 just displace the Saudi crude. You know, there may be a great 

15 savings to the United States, but there is no very large net 

11; savings to the U. S . because the oil is shipped. . Just 

J7 diiferent people get it, the income. In one case shippers 

JS seem to get the money, or pipeline companies , and in the 

111 other case it would go to the owners of the property. We , 

:m being an owner, would receive quite an income differential, 

:H but t he nation us u whole would not get that much difference . 

,,., _ ... MR . WALDOCK: Do you know any statistjcs on how much 

~I it would save us , the Alaskan people? 

.,. _,, 
MR. Gl\LLl\GIJER: 'l'he tariff roster in our of.rice , which 

is t he Saudi, l\rabian report for oil to Japan versus this 
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1 world tanker rate from Valdez to Yokohama, there's ab9ut a 

2 Nine Cent differential pe .• : barrel. I'm ·saying the advantage 

3 to the Japanese is somewhere around Nine Cents. I'm saying 

4 thpt the advantage to the Japanese of trade is about Nine 

5 Cents a barre] , us versus Saudi, Arabia. 

(j MR. LOVE: These are preliminary figures, aren ' t they? 

7 MR. GALLAGHER: You know, the whole tariff to Long 

s Beach is only Seventy-Five Cen~s under the American flag. If 

you're talking other flags, you're talking about lower rates, 

JO but Japan isn't that far away. 

11 UNIDENTIFIED: Nhen you're talking about Seventy-Five 

12 Cents, thllt's the tanker tariff, that's not including the 

la TJ\PS tariff? 

MR. Gl\LLAGIIER : That is correct. 

lG UNIDEN'l'IFIED: What is an es tima tc for the TAPS tari.f f? 

l Ii MR. G/\LLAGHER: TAPS tariff is Five Twenty- Five down 

J7 to Three Fifty , depending on the thruput -- in the Five 

lS l'wenty-Five range . 

J !I MR. WOHLFORTll: If there are no further questions, 

:.!O questions may occur to members or othe rs during the course 

:.! 1 of the meeting , there will be time later as you've had a 

:!:! chance to further diges t the report and some of the statements I 
:!:I from Commis!iioner Gallagher and Mr. Wright. If there are 

., . 
-·' 

no f urther specific questions, or if neither of them h.:we 

anything further to say ilt this point we turn to Mr. Bob 

TAKU fll P llTCRS 
tU l'(H. 1t10t~h 11t A lflNt.·~ t_, t ro ffA l ffl t' U lfl i N f.> 

JUNI A U Al A'o KA \lllHOt 

- 13 -


