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Development

Drilling permits issued for development wells con-
tinue tc lead exploratory permits by a 3 to 1 ratio,
with 30 development permits issued for the first 4%
m¢ 1ths of 1976. This compares to 46 such permits
issued for the entire year of 1975. Recently, permit
applications have slowed, but the State has alreacy
issuea 65 percent of tha 1975 volume before mid-
year.

Development in the Prudhoe Bay field has con-
tinued to be the main activity in the State with 21
permits already issued this year compared to 22
issucd for all of 19785, Six drilling rigs remain active
on development work with two working for B?
Aluoska, Inc., operator of the west half of the field,
and four rigs active for ARCO, operator of the east
halt of the Tield. This activity should continuc into
1977 as the operators prepare for production start-up
of the field in anticipation of the pipeline complation
scheduled for mid-1977,

Explaration

Exploratory drilling results will be presented differ
ently  from  previous Performance  Reports;  only
exploratory wells that started drilling or "spudded”
in 1975 will be reported, This should result in a more
meanincful indication of changes in activity levels and
in industrial trends.

Exploratory drilling in 1975 was twice the level ol
1974 activity. One deep stratigraphbic and twenty o
exploratory wells woere spudded during the year as
contrasted to only twelve woells spudded in ¢374, The
major nerease o activity oceareed on the North
Slope where gight wells were spudded i 1974 and
seventeen i 1975, Cool Inlet activity also incroased
from a 1974 level of three well starts to five in 1976,
Standard Oil of Califoria continued its exploratory
dreilling in the Kotzebue area tor the Nana Corpora
ton by drilling an 8,373 Toot test near Cape
Espenberg. This well was plugged and abandaned.

The Navy made o gas discovery on NPR 4, about
nine miles cast ob the South Barrow Gags Field, One
ather natural gas discovery was made o 1975 by
Cities Service Ol Company on o locabion 30 mules
northwest ol Anchorage. The  waell s currently
shuton Anooill find e aon unexplored area ol the
Prudhoe Bay Field by Mobil Oil Company completes
the discoveries for 1975, A suceess ratio ol one
discovery Tor cight wildeats s encouraging, consider
ing the Tack of new acreage available to the indostry.,

A September 1975, deep stratigraphic test o the
Gull of Alaska was unsuccesstul, obtaiming less than
halt ol its objective at twice the cost. Noew strati

graphic tests are scheduled by industry for 1976 in
the Cook Inlet and Kodiak OCS areas.

Kachemak Bay and the saga of the unlucky drill
barge, George F. Ferris, continued to make headlines.
As the State Legislature moved forward to exclude oil
development from within the Bay, attempts to move
the Ferris to another location resulted in yet another
disaster. The Ferris, stuck in the mud of the Bay, has
now been separated from its legs with little damage to
the marine life in the area.

Geophysical activity continued to increase in 1975
as industry geared up for a "crash” federal OCS
developmeni program. Over twenty offshaore seismic
surveys were shot on Alaska's continental shelves and
in the Cook Inlet Basin. This activity level is expected
to continue, and may even increase through 1976 and
1977 in response to the currently accelerated federal
leasing programs. The State has not announced a date
for u Beaufort Sea lease sale but a sale could be held
late in 1976 or early in 1977. A reorganization in the
State Department of Natural Resources is underway
to establish o comprenensive petroleem leasing and
eviluation, system.

President Ford signed a five-year contract with
Husley Qi Company for the exploration of the Naval
Potroleunm Reserce No. 4 in November 1975, Husky,
wortlane under the Navy's guidance, has contracted
with Geophysical Serviers  Incorporated to  shoot
[ BOC miles of seismic Loe this winter season, Husky
B oo drilled a decp wildeat near Teshekpule Lake
in 1976, The test well is believed to be a dry hole,
The Navy has until the summer of 1977 to discover
oll on the NPR -4 alter next sunmuner, the Depart-
ment of the Internor will become the responsible
numegement agency. The FEA s currently conduct-
ing studies to detenmime the best methoo for NPR-4
development  after Intenior has assumed  responsi
bility

Lowistanag  Land  and  Exploration  Company,
(LL & E), under o contract with Doyon, Ltd,,
spuddced the first ol four wildeat wells to be drilled in
the Kandik Basin northeast of Fairthanks 1 1976,
LL & E is reported to have paid the Naotive Corpora
tion an exploration bonus of ST million and will be
eligible to lease a considerable amount ol acreage
under  the agreement Doyon was the last Native
Corporation, with substantial potental oil land, to
enter into an exploration agreement with industry.
Although no oil discoveries have oceurred on Native
selected Linds to date, the Natives will control much
of the onshore potental ol land in the State (see
State Division of Geological & Geophysical Surveys,
Open File Report No. 50), and it is only a quuestion of
tume betore the discavery of the first pool.



Quter Continental Sheif Petroleum Devaiopment

Alaska's Quter Continental Shelf petroleum de-
velopment finally began when OCS sale number 39
was held April 26, 1276 in Anchorage. Industry
offered S572 million for selected tracts located be
tween [Kayak Island and lcy Bay. High bids were
concentrated on the “lcy Bay Anticline’ and on eight
or so other structur=s located in the lease area, Shell
Qil Company and Atlantic Richfield Company were
the big winners in the sale, spending over $250
million for tracts. The State of Alaska has claimed
ownership of 21 tracts zlong the edge of the
three-mile territorial limit in the sale area, but none
of these tracts received high bids in the sale.

The OCS sale has introduced a new era to Alaskan
exploratory drilling. Sometime in August or Septem-
ber of this vear, the first semi-submersible drilling rig
will arriv. in Alaskan waters. The SEDCO 706,
presently under construction for Shell, Arco, and
Maobil in San Francisco, is a mammoth, self-propelled
drilling rig capable of operating in the stormy seas oi
the Alaskan OCS. With the initial exploratory drilling
aperations estimated to cost $100,000 a day {or each
rig, capital investment in the development of Alaska's
petroleum will increcse rapic''y. World Oil has esti
mated that the industry wil! need $955 billion dollars
in capital investment for worldwide operation in the
next ten years. We anticipate that @ respectable share
of that investment will accrue to the development ol
Alaska's resources.

Preparations are underway for the next Goll ol
Alaska OCS sale scheduled for Decomber 1976, in the
Kod ak area. The Department of the Interior, Bureou
of Land Management (BLM), has selected 564 tracts
totaling 3.2 million acres for intensive environmental
analysis. The federal OCS lease schedule Tor Alaslk,
now undar review by Interior Secretary  Thomas
Kleppe, may result in spreading out the tinung
schedule for the remaining eight sales, An OCS sale in
the Lower Cook Inlet is also expected in 1977 since
BLM is well inte its planning process Tor this area.
The BLM has also moved its leasing process forward
in the Bering Sea by sclecting 299 tracts totaling
nearly 1.7 million acres for environmental impact
analysis. This Tuture OCS lease sale v 'ocated in the
S5t, George Basin near the Pribilol Islands and s
tentatively scheduled for Mareh 1977,

The OCS sale of April 26th marked Alaska's entry
into a new era of petroleum developn ent, With the
arrival of the SEDCO 706 in Alaskan waters this fall,
exploration will beqgin on our nation’s last frontier.
The presumable risks are high, but the potential Tos
success, cqually as great, would enhance our nation's
ability to manage its energy demands, Toe State s
working to protect our renewable resouces and s

also trying to insure as much benefit and as little
harm as possible for Alaskans from this new “black
gold” rush.

The Alasika Rovyalty Oil & Gas Advisory Board

The Alaska Royalty Oil & Gas Advisory Board has
completed one yrar of operation, and has established
at least one nationwide precedent. The Board has
approved and submitted to the Legislature a proposed
sale of royalty gas from the North Cook Inlet Gas
Field to the Aluska Pipeline Company. If the sale is
approved, thas will be the first time a state has taken
its royalty gas in kind. Alaska Pipeline Company is a
subsidiary of Alaska Interstate Company, the major
supplier of natural gas to the greater Anchorage
market through another corporate division, the
Alaska Gas and Service Company.

The Royalty Board took this action after the
Anchorage Gas Company demonstrated a need for
additional gas supplies for the public market. The
State has also announced that it intends to take
future royzalty gas inkind from the Prudhoe Bay
Fielc and has offered the surplus Prudhoe Bay gas for
sale to companies who meet certain eriteria. The
Board has also inttiated an ongoing study of present
and future oil and natural gas demand for the State ot
Alaska,

The various routes proposed for the Prudhoe Bay
Gas Pipeline has been a major issue in 1975 and
contimues to cause controversy as the time for FPC
certification approaches, The State of  Alaska hias
endorsed the all Alaska route Tor the gas line £l
Paso’s Prudhoe Bay to tdewater route. The recent
proposal by Northwest Pipeline Corporation of Sall
Lake City, to pipe the gas along the Alean Highway
and tiee mto the Alberta Gas Troankchime, has added
third alternative, A sale of surplus rovalty gas from

P

future Prudhoe Bay production has not heen accom
phshed at thas bime, but the Royalty Board continues
neqgotiation wath Tennessee Gas Transmission Cormn
pany, Bl Paso Nataral Gas Company, Southern
Natural Gas Company, and United Gas Transmission
Company Tor o posstlile sale, Governor Hammond has
stated that o sale ol the gas s contmaent upon Tull
protection ol ol future i state use ol the gas, As
e as possthle ol the resource waill be sold m arder
1O gqain necessary pohiey optons and 1o msare a sale
“whiaeh as o wise and proper precedent Tor the Toture
i this complex arca™. Thee butare of the gas pipeline
will dlepiend on o many Lactors, bat the mportanee 1o

Aliska ol an Alaslaom route s tingquestionable. The
Aliskan Prodbooe Bay Natoral Gos Prapechime along with
QCS developrment will bet thie toajor ol andh s 15sues

ol interest during 1976,
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Prelimini ry figures put the statewide harvest of all
species in 1375 at about 460 million pounds. In total,
this volume is nearly identical to the production
experienced the year before when 464 million pounds
of fish and shellfish were landed. However, due to a
somewhat different product mix and generally higher
prices, the wholesale value of all fisheries production
increased from $254 million in 1974 to about $292
million in 1975. This approaches the record return of
$308 million reported in 1973.

salmon Harves

Statewide salmon harvests reached a peak in 1936
when 126 million fish were taken and steadily
diminished until 1959 when production reached a
level of 25 million. During the 1960's, average harvesi(s
improved to just over 50 million fish per year, but
production dropped to 32 million fish in 1972, 22
million in 1973 and 1974, and rose to 26 million last
vear. Poor salmon returns experienced in most areas
during the past four years are due to abnormaily high
mortaiities of juvenile salmon spawned or reered
during the severe winters of 1970-71and 1971-72,
However, this short-term environmental setback has
only served to compound the impact of a more basic
long-term decline which has been oceurring for maore
than thirty years.

Statewide harvest figures do not accurately repre-
sent local conditions, In particular, poor harvests
occurred last year in the Alaska Peninsula, Kodiak,
and Southeastern areas. However, comparatively good
red salmon returns were recorded in Bristol Bay.
Above average harvests of pink salmon were achievid
in Cook Inlet and Prince William Sound, and record
numbers of chum salmon were taken in the Arctic-
Yukon-Kuskokwim Region. A more detailed review
of the 1975 season and forecasts Tor 1976 can be
found in Informational  Leaflet No. 169 "A
Summary ol Preliminary 1976 Forecasts for Alaskian
Salmon Fishieries”, available from the Alaska Depart
ment of Fish and Game, Subport Building, Juncuu
99801,

The recent decline in Southeastern Alaska salmon
catches has substantially reduced ncomes of lisher-
men and processing plant employees. An estimated
4,280 Southeastern  Alaska  residents  earn some
income from fishing and according to Alaska Depart
ment of Labor fiqures, peak plant employment in
August 1974 amounted to 1,768 persons,

The total value of salmon caught by Southeastern
fishermen was reported by the Department of Fish
and Game as $30.8 million in 1973 and $28.7 million

in 1974. However, as catches decline, vessel operating
costs take a larger part of the amount received and
the individual fisherman accrues less. Gross income
accruing to individual salmon fishermen after deduct-
ing costs of vessel operation is roughly estimated to
have totaled $13.6 millionin 1973 and $7.8 million in
1974 and $900,000 last year. If present forecasts are
accurate, returns may be even poorer in 1976.

Salmon Production and Marlketing

Preliminary figures compiled by the Alaska Depart-
ment of Fish and Game place canned salmon produc-
tion in 1975 at an equivalent of about 1.2 million
48-1 pound (standard) cases. This compares with 1.3
million ¢ases packed in 1974 and an average of 2.1
million «uring the last five years. Frozen and cured
product on totaled an estimated 43 million pounds in
1975, compared with about the same amount the
year be.ore and about 50 million pounds in 1973.
The wholesale value of all salmon products produced
in 1975 is put at $I31 million.

The entire U,S. pack of canned salmon in 1975 was
reported by the National Marine Fisheries Service at
1.5 million cases, down from 1.9 million the year
before, However, total supplies and consumption
were somewhat higher.

SOPPETES AND UTILIZATION OF CANNED SALMON
IO 1075

Appiarent Consumption
Boginning sl Yo Lt bt o i oal

Stocks  Total Total  Per Capita®

1965 .. ca. 3,349 6,985 3,705 0,919
1966 o 2,701 7,131 3,248 197
1967 & siavavin 3,456 5531 3,016 433
1968 sl e L AORT T BASH 2,773 b6y
1969 . vemiee a8 9,343 2 856 681

1970 Lo 21630 6,036 3,036 ALY
1970 2 2 o 0he 5 280000 BDIS 2,947 G698
1972 . can e 2,609 4,714 2,162 637
1973 . . Lo 1508 0 3.107 1,813 Al
1974 ; 2,993 1,152 262
I‘.Uhv . 1,668 3,217 1,204 314
P Prebinninary

* I pountds

Sourer: National Marnine Fisheries Service, Food Fish Markert
Roeview and Outlook, March 1976




Supplies since 1972 have been about one-half of
the volume available prior to that time. Sales in 1974
were limited by short supplies and very high market
prices. Increased consumption last year reflects a
better supply situtation and lower prices, On January
1, 1976, slightly more than one million standard cases
were in inventory and by the 1st of February this had
been reduced to 870,000 cases. In 1975, the pack of
pinks increased slightly over the year before, how-
ever, chum production was down about 65 percent.
Canners also packed many more reds in 1-pound cans
than the year before. By January, inventories of all
species and can sizes were extremely low except for
1-pound cans of reds and pinks. Market prices moved
according to changes in supply. Prices of reds and
chums declined in the first half of the year when
stocks were high and began improving as inventories
were drawn down and the new pack was brought in
during August. Largest gains were seen in the smaller
can sizes. Reflecting a better supply situation, the
price of pit ks in 1-pound cans remained steady.

Salmon Outlook

The Alaska Department of Fish and Game has
predicted a most likely total catch of all species this
year of 37 million salmon. However, the probable
harvest ranges from a low of 26.3 million fish to a
high of 47.9 million. Harvests of pink salmon around
Kodiak and pinks and chums in the Prince William
Sound area are expected to be substantially above the
1960-74 even year averages. However, the pink catch
in Southeastern, which has averaged over 13 million
fish during even years since 1960, is forecast to total
a nominal 200,000 in 1976.

In Bristol Bay, the red salmon catch has averaged
about 7.9 million fish over the past 15 years and is
predicted to total about 5.7 million this year — the
best since 1971. This forecast takes into account an
estimated harvest by Japanese ftleets in 1976 of
824,000 Bristol Bay red salmon. However, if the
Japanese continue to voluntarily limit harvests as
apparently occurred during 1974 and 1975, e
estimated high seas harvest could be as ww as
281,000 fish and the inshore harvest would accord
ingly be increased.

)

RED SALMON -
PINK SALMON

DOLLF .o PER CASE

REPRESENTATIVE ALASKA CANNED
SALMON WHOLESALE PRICES
REPORTED BY SEATTLE
BROKERS AND CANNERS

RED SALMON — 48 1 LB
4811218
aa1L8




Hecause new supplies of canned salmon will not FORECAST OF COMMERCIAL SALMON HARVESTS IN 1976
enter the market until August or September, whole- COMPARED WITH RECENT 15 YEAR AVERAGE HARVESTS
sale prices may increase further and inventory carry- (Number of Fish in Thousands)
overs will be very small. -

In line with passage in 1974 of legislation which
provides for the development of private nonprofit
salmon hatcheries in Alaska, the Legislature this year
established a loan fund to support private hatchery
operations and guidelines for the organization of Earicist GO0 1,100 2006 1,000 3,200
regional associations to institute or coordinate private Recent 15 Year Average 298 788 1,073 13,316 * 1,883 17,358
hatchery development on a local level. The concept
of regional organization is patierned after the Prince
William Sound Aquaculture corporation which repre-
sents fishermen, processors, Native groups and other
resource users in the Cordova area, This organization
has undertaken a substantial hatchery development
on Evan's Island.,

In order to deal more effectively with fishery
fail' res such as have occurred in various areas of the
State over the past few years, the Legislature also Forecast . .......... 150 6,000 200 2,800 2,200 11,350
established this year a permanent commission which Recont 15 Year Average 224 8,139 132 1,145° 1,236 10,876
will become active if such disasters again occur and
will act to focus State assistance to affected indi- B A e e i
viduals and businesses. @ Dot th Sade Alavka Perninsuls i Kutiotnss

Maowe Towecaats abwovs represent & pomgelation of specilic peedafurn lasd on Dalogasl mput,

King Red Silver Pink Chum Total

Forecast . . ... covvss. A0 16,500 3,400 22,540
Recent 15 Year Average 27 15,830 * 2,568 22,357

T Pk Salmin aierags catch dubing evan yes

et Pomer gl ol mvanteliong Bowl ievent haiveid lieli

A Taimmary of Prelgmionany VTR F geme aity b0 Alpaks “wlimon F oot Aledk s e tinen) of
Vs wrwldl Gomine, wiwd Goibomd puilido mtiooini




0

12

King Ciab

According to preliminary figures, 100.1 million
pounds of king crab were harvestad statewide in 1975
compared to 95.4 million in 1974, and 76.8 million
in 1973. Price disputes delayed the :tart of fishing by
more than a month last year. By the end of
September, only 19 million pounds had been harvest-
ed compared to 65 million at the same time ir 1974,
Landings through April 30 this year totaled 4.7
million pounds.

In 1973, fishermen delivering at Kodiak received
prices which ranged from 54 to 85 cents per pound.
Due to a buildup of unsold inventory, prices were
severely reduced in 1974 to about 35 cents. Last year
minimum prices of 45 cents were negotiated at
Kodiak and 38 cents in the Aleutians. However,
during the season prices at Kodiak advanced to more
than 75 cents.

By September 30, 1975, before new supplies
became available, king crab inventories in the U.S.
had been reduced to 3.9 million pounds, which was
only about 40 percent of tne amount being held the
year before. Preliminary figures for holdings as .of
April 30 this year were reported by the National
Marine Fisheries Service to total 5.7 million pounds
of meat and 7.7 million pounds of shellstock.

Compared 1o prior years, present inventories are
very high. In 1975, 10.5 million pounds of all king
crab products were in inventory and in 1974 this
total amounted 1o 7.4 million pounds. 1T consump
tion does not improve before August, when the
fishing season opens in most areas, prices to the
fishermen may be adversely alfected,

Wholesale prices of frozen crab meat i Chicago
and New York markets reached o high ol 5,65 per
piound i 1973, Duaring 1974 prices tell sharplby and at
one time, quotes below $3.00 per poand were given,
In 1975, prices mcreased gradually and by December
were reported at $3.50 - $3.85 per pound (G/5:1h.
blocks) in Seattle. By May, this year, the price ol
meat in Seattle was up to $4.25 - 54.35 and sections
were bemag sold at $2.25 - 52,75,

The wholesale value ol all King crab production in
Alaska during 1974 was placed at $48 million by the
Department of Fish and Game. Preliminary figures
put the value in 1975 at about $86 million, Consider
g that production was similar both  years, the
peonomic impact of varying market conditions 1s
fuite evident with basically the same catch, king
crab  fishermoen  received  almost  twice the  dollar
amount in 1975 asin 1974,

Snow (Tanner) Crab

Snow crab harvests in 1975 totaled about 46
million pounds compared to 64 million pounds in
1974 and 61 million in 1973. Production was sharply
curtailed early last year due to poor market con-
ditions, especially in Japan. However, due to recently
improved demand, production has returned to
normal. Landings through April this year are reported
at 56.5 million pounds compared to 15.9 million
during the same time period in 1975 and 48.1 million
in 1974.

Prices to the fishermen at Kodiak held at about 20
cents per pound through most of 1974, but fell to
about 10 cents in November of that year when most
fishing got underway. By November 1975, prices
were back up to 20 cents por pound and some sales
this year (during April and May) were reporte ily
bringing as much as 22 cents rar pound,

U.S. inventories of all snow crab products on /pril
30, 1976, were reported at 5.9 million po inds
compared to about 5 million pounds a year ei rlier.
Frozen meat (G/5-1b. blocks) was being sold by
Seattle wholesale dealers this May for $2.95 - 13,25
per pound. By comparison, quotes of $1.90  $2,30
were being given last spring,

Shomp

According to  preliminary  [ligures, 99 million
pounds of shrimp were landed in 1975 compared to
109 million pounds in 1974 and 120 million pounds
in 1973, By the end ol April, 28.9 million pounds
had been landed compared to 22.8 million pounds at
the same time a year earlier,

Generally, short supplies of shrimp worldwide and
strong demand accounted for recent price increases in
Alaska. During 1975, prices started at nine cents a
pound in Kodiak until May then declined to about
seven cents for the remainder of the year, Some
advances were reported in January of this year and by
late April when production began to pick up, prices
had increased to ten cents a pound.




Frozen Alaska shrimp meat packed in five pound
tins was being wholesaled in Seattle during May for
$1.65 - $1.75 per pound. This compares to a price of
51.45 - §1.65 being reported at the same time a year
earlier and $2,20 in 1974.

There are early indications that some stocks in the
Kodiak area are being over harvested and landings this
year should continue to be lower than expericnced in
1973,

The wholesale value of all shrimp processed in
Alaska in 1975 was about $25 million, This value was
estimated to be $24.3 million in 1974 and $26.5
million in 1973.

The International North Pacific Halibut Commis
sion has set a 25 million pound quota for halibut in
1976, continuing the same level of harvest established
last year. Halibut are caught primarily off the Alaska
Coast by .S, and Canadian vessels. In 1974, 77
percent of the total cateh was delivered into Alaska
ports and 65 percent of the total was delivered by
U.S. vessels, The towl harvest amounted to 21 million
pounds in 1974, 30 million in 1973 and 43 million in
1972.

Improved catches per unit of elfort noted Last yeor
indicate that stocks are responding to striet cateh
controls and apparently reduced incidental catehes in
the Toreign trawl Lishery,

Ex vessel prices which opencd Tor medwms at 70
75 cents last spring increased to over $1,00 per pound
by the end ol the season in September, Prices are not
vet  heing widely reported  this spring. However,
mdications are that they will be higher than Last year,
I 19724, production statewide was valued at abou!t
ST1L5 milhon at wholesale, Prelimimary higures pul
the 1975 total at about $19 milhion.

With the recent passage ol The Fishing Conserva
tion  and Management  Act ol 1976 (Public Law
94 264) the United States established  an exclusive
fishernies conservation and management zone ol 200
naubical  ovles and assunved management authority
over anadromous  Tish (salmon)  spowned e ULS,
waters  throughoot  the migratory range ol such
species. Enforcement of LS, management plans to be
ceveloped by Begional Management Councils, created
by the Act, will be initiated Mareh 1, 1977, This law
will be elfective only until a comprehensive Law ol

the Sea Treaty signed by the United States goes into
effect.

Mentioned in the Act is a clause which specifies
that one of the purposes of the law is to develop U.S.
capabilities to harvest underutilized fishery resources,
particularly the bottomfishery around Alaska.
Foreign trawl fleets, particularly those from Japan
and the U.S,S.R., harvested an estimated 4.3
BILLION pounds of pollock, herring, Pacific Ocean
perch and other hottom and pelagic fish in the Bering
Sea and Gulf of Alaska in 1975. These fisheries may
be worth an estimated $300 - $400 million tlollars per
year, to the fishermen alone.

The United States has essentially no domestic
¢ nundfishery in Alaska and under U.S, jurisdiction
and stock management, foreign fisheries will be
allowed to continue. However, when U.S. industry is
able to undertake production, preferential allocations
will probably be granted.

Groundfish production has not been undertaken
because of economic risk in the face of competition
with good quality, low cost imports from Japan,
lceland, Denmark, Canada and Norway. However,
many plants and vessels working in the Alaska crab,
shrimp and purse seine fisheries are, with the addition
ol some new gear and equipment, capable of ground-
fish production.

The Alaska  Department  of  Commerce and
Economic Development has undertaken a program to
provide limited  support of domestic groundfish
production,. The Department will select two qualified
firms to negotiate a contract whereby the operator
will be reimbursed Tor groundfish products sold at
less than cost up to the limit of appropriated funds or
about  $150,000 each. Detailed production  and
marketing records will he maintained by the contrac
tor and publicly reported in order to provide fisher
men and processors throughout the State with good
information on which similar operations can  be
hased.

Extended  fisheries jurisdiction will  demand  a
higher level of enforcement and marine research in
order to establish and  maintain management  and
control ol hshing activities in the 200 mile zone.
These responsibilities will be assumed by the U.S.
Coast Guard and National Marine Fisheries Service
and will probably  require the acquisition ol new
vessels and eventual expansion of existing stall and
lacilities,
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Ferast Rrecucts

During 1975 the Alaskan forest products industry
harvested approximately 468,650,000 board feet of
timber, valued at approximately $5.1 million.

Comparison of the 1975 harvest volume and value
data with that from 1974 indicates that 1975 was 2
very poor vyear for the Alaska forest products
industry, Between 1974 and 1975, the volume and
value of all the wood harvested from lands in Alaska
declined by 26 percent and 34 percent respectively.
The volume harvested in 1975 was less than the
volume harvested in each of the preceding ten years.

VOLUME AND VALUE OF TREES HARVESTED
IN 1974 AND 1975

Valgme Aol

(Thousands of Bd. Ft.) (Dollars)

14074 10710 16 /Y 14974

U.S, Forest Service

State of Alaska 3 . 336500 51,200 430,500 376,500
Burizmiu of Land Managquement a00 25 12,500 300
Bureau of Tndian Atfairs LO 12100 3,000 588,400
Provate® .. . ' et 21,200 17,500 1,272,000 851,000

A6H,GH0 630,425 H,088,000 7,667,500

Source. Respeelve owners or atinns i tive agencies

“The volume harvested feome pravite oy wis estanated Trom
round log export data compeled by the U5 Department of Commer e

The wood o asstmed 1o have a poee whneh s oguoivalent 1o

Hhe price pad for wood haevested froo Loy athmmistered by the B A,

Since a majority of the timber harvested from
lands within Alaska is converted into dissolving pulp
for Japanese and American cellophane and rayon
fiber markets and lumber for the Japanese construc
tion industry, the decline con be "explained” by
redustion in the level of economic activity in Japan
and United States during 1975 and late 1974, As
the It el of general economic activity declined and as
final product producers attempted to reduce their
inventories of wood pulp and lumber, the demand for
Alaskan forest products declined.

The most significant absolute decline in har rest
activity, as measured by volume, was experiencec on
lands administered by the U.S. Forest Service, |ri
marily because Forest Service timber s almost ¢x
clusively channeled to foreign and lower-48 market .

While the harvest from B.LA. administered lanc s
also declined, this decline was primarily a function of
a very limited supply of timber administered by the
B.1LA.

The commuercial harvest from lands administered
by the B.L.M. has been decidely affected by the
construction of the trans-Alaska oil pipeling, the
Alaska Native Land Claims Settlement Act (ANCSA),

413,000 549,600 3,370,000 5,841,300

and the Alaska Statehood Act. The 1975 B.L.M.
harvest was almost exclusively from tands within the
pipeline right-of-way, and while the firures represent
the volume and price of wood harvested from lands
supporting whit are classified as commercial stands,
the fact that most of the trees were not converted
into usable wood products (they were either burned
or buried) is a clear indication that the stands were, in
fact, noncommercial. Conversely, the figures are
deficient in that they do not include wood harvested
under the B.L.M. free-use permit program. The
free-use permit program allows individuals, free of
charge, to harvest trees to be used as fire wood or for
home building purposes. This program provides for
the conversion of a significant volume of timber into
usable wood products.

Furthermore, B.L.M. timber sales from lands which
have been nominated for selection by the Native
village and regional corporations and from the D-2
lands selected by the Secretary of the Interior, as
specified by the ANCSA, have been almost entirely
eliminated; timber sales from these lands must be
approved by the appropriate Native corporation or
the federal agency which is expected to administer
the D-2 lands. The Alaska Statehood Act empowered
the State ol Alaska to select and receive title to
approximately 104 million acres of land; the State
has selected much of the commercial, #accessible
timber lands formally administered by the B.L.M.
further diminishing the cut from B...M.-administered
lands.

While the volume of timber sold from State lands
has declined, due to the same external market factors
affecting the Alaska forest products industry as a
whole, the value of the harvest has increased, especial-
Iy in the pipeline impacted Southcentral and North
central regions.

The volume and value classified as private has been
growing, especially as title to portions of the Tederal
domain is prepared tor transfer to the Native village
and regional corporations, Presently, Tigures regarding
trees harvested from lands for which title has been
nominated or selected by but not yet transferred to
Native cotporations are included i the “private”
cateqory,

Preliminary indications, such as, growth in exports
to Jopan, increases in both the Japanese and Ameri
can GNP, cte., suggest that compared to 1975, a
signiticantly larger volume of timber will be harvested
fram Alaska lands during 1976,

During the first six months of 1976 an Anchorage
federal court raled that some ol the terms ol U,S,
Forest Service timber sale contracts violated the
Organic Act of 1897 and the Ketchikan Pulp Com-
pany announced that it intended to cease operating




its pulp mill by July 1977. Both incidents could
affect a significc  number of forest products indus-
try jobs in Sout stern Alaska. In the first situation,
ZIESKE VS. B Z, a rourth District Court judge
permanently enjoined the U.S. Forest Service from
selling trees that are not dead, large or physiologically
mature on the northern tip of Prince of Wales Island.
In a publication, TIMBER AND FISHING IN
SOUTHEASTERN ALASKA: CURRENT CHAL-
LENGES TO FULL EMPLOYMENT, the Department
of Commerce and Economic Development estimated
the number of jobs which might be atfected if the
injunction were applied throughout Southeastern
Alaska. The revised estimates are that approximately
4,125 jobs, which received compensation amounting
to $72,000,000 in 1974, might be affected.

In the second situation, Ketchikan Pulp Company
indicated that it planned to cease operating because
of its inability to satisfy U.S. Environmental Protec-
tion Agency's effluent discharge regulations. Esti-
mates of the number of jobs, and their wages and
salaries, eliminated due to the mills closure are 1,230
and $27,000,000.
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Intarretional ek

The foreign trade sector provides a good indication
of the performance of a substantial portion of the
natural resourced based industries in Alaska. Most of
the output of the forest products industry is exported
to foreign markets with the exception of approxi-
mately 80 percent of the production from the pulp
mill located in Ketchikan which is shipped to the
“lower 48". There is some additional output from
this industry which is consumed within the State, but
it is negligible at this time.

Included in the foreign trade sector is export data
on products produced by the petrochemical industry,
located on the Kenai Peninsula. Care should be
exercised in using the data in that these figures do not
represent the total output of this indus'ry. A large
portion of production is shipped to the lower 48
states. The data also does not account for in-state
petroleum refining or crude petroleum shipments to
West Coast ports,

Published data on exports of fisheries products
grosslv understate the actual amount of Alaska
fisheries products which are actually sold outside the
U.S. since the bulk of seafood taken commercially
from Alaskan waters is shipped to Seattle and then
exported. Therefore, export statistics from the fishing
sector are omitted in this section.

Exports of major Alaskan products have shown
moderate increases in real growth since 1970. The
forest products industry, which has been severely
hampered by the recent worldwide recession, demon-
strated the least growth. Log and timber exports
increased 16 percent from 412.1 million board feet in
1970 to a period high of 478 million board leet in
1973. Since 1973 it has declined steadily and the
estimate for 1975 is 343 million board feet or nearly
17 percent below the 1970 level and 28 percent
helow the period high. During the corresponding time
period averige unit price for all commodities in this
category increased from $88/M.B.F. in 1970 to
$225/M.B.F. in 1975, The most dramatic annual
increase occurred in 1973 when it jumped 84 percent
to $210/M.B.F.

Pulp exports showed little gain and as mills neared
capacity, exports peaked during 1972 at 203.2
thousands short tons, 7.4 percent above e 1970
level, The recent recession has drastically affected the
pulp industry with 1975 exports 27 percent below
the 1970 level and over 29 percent below the period
high of 1972, Price levels have shown dramatic
increases, from $152/ton in 1970 to $383/ton in
1975, a wain of 152 percent, The largest annual
increase c.curred in 1974 when the price rose 72

percent to reach $347/ton. Alaska pulp is used in tt
manufacture of synthetic fiber, and these fibers are
substitutes for some petroleum based products. The
oil embargo of late 1973 and early 1974, coupled
with the large price jumps in oil, encouraged the users
of petrochemical fibers to seek substitutes resulting in
the substantial increase in the price of Alaska pulp in
1974.

Natural gas exports have demonstrated strong
growth in recent years, increasing 23 percent from
1970 to the period high of more than 52 billion cubic
feet of gas exported in 1974. During 1975 exports
declined 11 percent to over 47 billion cubic feet, The
export price of natural gas remained rather stable,
ranging from $.52 to $.57/M.C.F. tk- ugh 1973.
During 1974 the price increased to $.7 1/M.C.F., then
nearly doubled to $1.33/M.C.F. in 1975, reflecting
higher market prices for natural gas.

Urea and ammonia exports also rose sharply. Urea
exports increased 50 thousand tons in 1970 to 139
thousand tons in 1974, then declined slightly by one
percent, in 1975 to 138 thousand tons. Ammonia
product exports increased 35 percent to reach 42
thousand tons in 1975 compared to 1970, At the
same time that the volume ol urea exports showed
sizable gains, prices more than doubled, reaching
$177/ton in 1974. Prices continued to advance
through 1975, averaging $231/ton for an annual
increase of 31 percent. Ammonia price movements
patalleled urea prices, increasing 278 percent to
$121/ton in 1974 and an additional 8.3 percent to
$131/ton in 1975.

ALASKA'S INTERNATIONAL TRADE
1970 — 1975
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Jenan is by far the largest foreign trade partner of
Alaska. Since there are large Japanese investments in
the Alaskan timber industry and one petrochemical
plant, that nation receives the majority of these
exports. Between 1970 and 1975 Japan accounted
for approximately 72 to 87 percent of the value of all
goods exported from Alaska, Canada was the next
largest trading partner until recent years when pur-
.chases of Alaskan petrochemical products by India
and other Asian nations rose substantially.

During the first quarter of 1976, Alaskan exports
have shown erratic movements. Compared to the first
quarter of 1975, logs and lumber decreased 17
percent while the average unit price for all products
in this category declined 11 percent, Pulp exports
showed a substantial increase, 66 percent, while the
unit price declined two percent. The large increase in
pulp exports probably is due to the textile industry’s
desire to substitute relatively low cost wood fibers for
petrochemical fibers. The decrease in logs and lumber
reflects the slow recovery of the Japanese economy.

The petrochemical sector has demonstrated mixed
changes in exports during the first three months of
1976. Natural gas exports increased 33 percent while
the unit price increased 52 percent over the respective
time period in 1975, This is reflective of the
continuing need for energy resources by Japan 1o
whom the majority of natural gas is exported, Urea
exports declined slightly, three percent, while the
unit price declined drastically, 61 percent. Urea prices
have fluctuated greatly during the past three years, 1n
the lirst quarter of 1974, the unit price for urea
averaged $84/ton, increasing 237 percent to a record
high of $283/ton during the first quarter of 19756, In
the latter half of 1975, prices decreased to the first
quarter 1976 level for an average unit price ol
$109/ton. The unit prices for ammonia products
demonstrated a similar trend, i,e,, $56/1on in 1974,
$148/ton in 1975 and $71/ton in the first quarter of
1976, While the unit price ol ammonia products
declined 52 percent in this year’s first quarter
compared to the respective time period in 1975, the
volume ol exports incregsed 81 percent during this
same period,

Durmg the remainder of 1976 there should be
some improvement within the export sector, The U.S.
cconomy continues to show signs ol advancement
and Japan's recovery appears 1o have started. Al
though this should provide further stimulus, some
export  commodities, especially  logs  and  lumbao
products could suffer from a lagyed affect until the
recovery 15in a more advanced stage.

The total value of imports can be directly tied to
the activity of the trans-Alaska oil pipeline. 1n 1970,

when pipeline construction appeared assured, imports
totaled $107 million with $42 million in steel pipe
being the major commodity. In 1971, imports de-
clined 50 percent to nearly $54 million as the result
of litigation concerning pipeline routing. The litiga-
tion continued through 1973 and imports remained
between $45 and $50 million annually. As pipeline
construction began in the spring of 1974, imports
increased dramatically rising to $176 million in 1974
with jet fuel and construction materials being the
major -ammodities. During 1975 wnports doubled to
reach . .51.7 million, with jet fuel, steel pipe, and
other pipeline construction articles accounting for the
greatest portions of the increase.

During the early 1970’s Japan contributed over
half of Alaska’s imports, mainly steel for pipeline
construction, Once construction started Japan's share
of imports declined and Canada contributed increas-
ing amounts of steel products and other construction
materials. The only other commodity showing a large
increase was jet fuel, which increased from $6.6
million in 1970 to $63.1 million in 1975.

Imports to Alaska during the first quarter of 1976
declined 58 percent to $38.6 million, Imports from
Japan totaled $16.4 million which consisted mainly
of steel products and pipe while the Canadian exports
to Alaska, consisting  primarily ol construction
materials, totaled $9.5 million. Since most major
purchases of pipeline construction materials appear to
have been completed, total imports to Alaska in 19706
should show a marked reduction in dollar volume.
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Tourism in Alaska is not a new industry. As early
as the late 1890's travel to Alaska for the purpose of
pleasure began to take place. Yet after 80 years the
tourism industry is only beginning to develop toward
economic maturity in this State.

Alaska tourism is a ““touring” industry rather than
a ''vacation’ industry. Alaska package tour promo-
tions began as a 5,000 mile grand tour covering the
width and breadth of the largest State of the United
States in the late 1940's. This original pattern is still
the most popular method of Alaska visitation, rather
than a week or two vacation in one particular
location. Because the original tourism promotion
programs in Alaska were a result of the efforts of
surface and air transportation companies, the ““tour-
ing"" trend has endured and only recently is the
beginning of a true Alaska vacation market being
developed. This latter trend is the result of the
growing "all-air'" market and resort facility develop-
ments.

Tourism is an important basic industry contribut
ing directly and indirectly to almost every sector of
the Alaska cconomy. While the amount of the “new
dollars’ (i.e., dollars from outside the State and spent
in  Alaska) generated by the tourist industry s
difficult to determine, there has, however, been a
general upwiard trend in tourist expenditures during
the last decade as a result of increased cost, rising
disposable ncome, increases in leisure time, and
improvements in transportation which have shortened
travel time to and from Alaska, Tho heterogeneous
structire ol the mdustry  makes current detailed
information ot the impact of tourism in Alaska
difficult to determine, but estimates indicate that the
1976 contribution ol tourisim should reach approxi
mately S100 mullion with an employment level ol
8,000 persons.

Preliminary 1976 information indicates o moderate
annual inerease me travelers, estimated to reach nearly
300,000, This is a shight decline from the historical 15
percent annual average growth rate, The slowmqg i
the growth rate is generally considered o product of
adverse publicity, rising inflation, and crowded con
ditions associated  with pipeline constraction; high
unemployment i major  domuestic and - Toreign
peonomies: the dramatic  increase in the cost ol
transportation to and within Alaska; and the bicen
tenmial - attractions  which  are  drawing  numaerous
vacationers to the castern scaboard this year.

In addition to the wtal dollar amount of tourist
expenditures, other benelits are derived  from the
existence of the industry, One such benelit s the tax

revenues generated by tourist expenditures, estimated
at $S18 million for State Government, which aid the
State and local governments in funding general
community and statewide services and improvements
for the general welfare of the public. Another area of
benefit is the increased transportation and recreation-
al opportunities available to residents as a result of
the growing demand of vacation traffic.

LTUIRESTH

It is anticipated that there will be more than 130
cruises to Southeast Alaska waters this coming
season, more than the State has experienced in any
previous year. The cruiseship market has grown
rapidly in recent years. For example, the visitor count
of cruiseship tourism into Southeast Alaska waters is
estimated to have been 27,800 in 1973, 44,000 in
1974, and 48,000 in 1975, resulting in a 73 percent
gain in visitors since 1972, This increase is due to the
rapidly inereasing availability of cruiseship space and
the increasing interest and rising popularity, nation
wide, of cruising to Alaska, Short trip cruises from
Vancouver, B.C., to Alaska waters are among the
most profitable tours for the operators, based on
average per diem rates, in the world, This profit
margin has undoubtably drawn many new operators
into the  field,  Historically, the  Alaska “tour”,
coupled with o cruise in the Inside Passage, has
received the greatest amount ol publicity, Therefore,
travel agents, when thinking of Alaska, tend to think
“eruise” when they make plans tor their ¢lients,

Regardless ol what may  happen e the all-ai
market or with the kind market (highway, ete,), the
cruseship market will remain the backbone of the
high-cost luxury package tour market,
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Highway Tou

Once the mainstay of the total Alaska visitor
industry, the highway tourism, the overland highway
traveler by car, camper or motorhome, has remained
static over the last few years (disregarding, for the
moment, the traveler who comes to the State in his
car in search of a job). The highway traveler has
experienced an increase in travel cost due to marked
gains in the price of vehicles, gas and other accessories
necessary for the long drive to Alaska. Further, a trip
back and forth over the Alaska Highway is lengthy,
requiring extended vacation time in order to make
the round trip. The highway market will continue to
grow, but not at the same rate of growth as was
experienced in the past decade. The numbers of
highway tourists in 1975 was estimated to be 69,500,
a net gain of only 9 percent over the 1972 baseline
figure.

There are two subgroups within the highway
tourism market: (1) the overland via ferryliner and
(2) the fly drive market. The growth of the ferryliner
market is limited by the availability in summer of car,
camper, and motorhome deck space aboard the
ferryliners serving Alaska, from the gateways ol
Seattlr and Prince Rupert. This condition will con-
tinue to be a problem as the ferryliner capacity is
anticipated to remain relatively constant during the
next lew years,

The second  subgroup s the (ly-drive tourism
market, where the visitor Thies to the State and then
rents his cor, camper or motorhome for intra-Alaska
touring, Because ol the availability ol instate trans
portation, this market s mainly served  from  the
Anchorage gateway. The Hy-drive market s growing
and could continue to grow, expecially m view Hf the
heavy promotion undertaken this season. Howowver, o
potential imiting growth factor is the relatively small
size ol the camper and motorhome rental feet in
Anchoraqe,

Growth ol this segment s imated by avalability ol
space on lerryliners, Tn 1975 10 s estimated that some
33,500 persons came to Alaska by lereyliner, o 4b
percent gimn over the estimated number who came by
ferryliner in 1972 (24,500),
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This market segment potentially holds the greatest
promise for increasing annual volume of visitors. The
Division of Tourism estimates 110,000 visitors came
to Alaska by commercial air in 1975, almost half the
total visitor market. This represents a 63 percent gain
over the 1972 baseline figure of 67,000. Just an the
horizon are reduced-cost air charter programs which
permit merchandising of Alaska travel to an entirely
new, and hitherto, untapped market. Additionally,
the possibility of more extensive ITX (tour-hasing)
fares, particularly from gateway cities more distant
from Alaska than Seattle, would greatly enhance the
cost attractiveness of the Alaska product.

Motorcoach traffic into Alaska via the Alaska
Highway is increasing, though motorcoach tourism
cver the highway is still rated modest in numbers, A
number of tour wholesalers in the “lower-48" offer
independent and escorted miotorcoach tours using
either the all-land route along the Alaska Highway, or
the land/sea combination route using ferryliners ol
the Alaska Marine Highway System and the Alaska
Highway. Common carrier service is also available
between Haines and Anchorage via the Yukon Terri
tory. The road distance between Haines, at the head
of Lynn Canal in Southeast Alaska, and Anchorage is
approximately 800 miles (1290 km). Travel time is
two days with an overnight stay near Tok, Alaska.

A new aspect in Alaska tourism s the greatly
increased interest in developing the convention and
meetings market. Perhaps the most significant aspect
ol the conventions and meetings market is that, lor
the first tine, there is a real possibility ol expanding
the ofl season tourist trade, as C & M trade tends to
concentrate m those months when the tourist market
demand s weak, e.q., the spring and fall,

With the increased financial support given to the
promotion of the convention and meetings market,
by both State and local government, it is expected
that the growth in this sector will substantially
surpass the growth rate ol the independent tourist
travel market,




20
Population

Total resident population within the State has
demonstrated phenomenal growth since 1960, During
the 60's, Alaska’s population increased 34 percent
from 226,167 in 1960 to 302,361 in 1970. Corres-
pondingly, the U.S. population rose 13 percent
during that period. During the early 70's (1970-73)
the State's total resident population continued its
nistorical trend, increasing an average of three percent
per year, while on the national level the average
annual increase declined from 1.2 percent in 1971 to
0.8 percent in 1973. Since 1973, Alaska’s population
has grown rapidly as the result of inmigration. During
1974, the resident population increased 6.3 percent
to 351,200 then jumped over 15 percent to 404,600
in mid-1975. This tremendous increase was the direct
outgrowth of pipeline construction and the overall
economic expansion experienced during the past two
years.

Military personnel assigned to Alaska represents an
important but declining component of total resident
population. During 1960, there were 32,490 person-
nel assigned; a modest uptrend lifted the total to
33,017 by 1965. The military sector then declined
five percent to 31,425 in 1970. Du.'ng 1972, there
was a substantial, but temporary decline to 26,450
after which the military population recovered to the
current level of approximately 28 thousand. This
decreasing role of the military sector will be discussed
further in the section on gqovernment,

During 1960, Alaska had a birth rate greater than
any other State in the nation. Alaska’s rate was 33.4
births per thousand population compared to the
national rate of 23.7. In 1965, Alaska still led the
nation with comparative rates of 27.9 arcd 19.4,
respectively,  Since 1970, the Alaskan birth rate
continued its decline falling to a rate of 20 po
thousand in 1973 compared 10 the national rate of
14.9. With the large population increases of 1974 and
1975, this rate has declined considerably to 19,9 in
1974 and 1o 15.9 in 19765,

Interestingly, Alaska’s death rate per 1,000 poju
lation is the lowest of all States. In 1970, Alaska's
rate was 5.8 compared to the national rate of 9.5, By
1970 the Alaskan rate had dropped 1o 4.8 while the
national level remained at 9.5 and in 1973 the rates
were 4.4 and 9.4 respectively. Estimates for 1975
place the death rate in Alaska at 4.1, This low rate
reflects the concentration of Alaska’s population in
the 15 to 34 age group, which has a lower death rate.

Net migration, the change in the totzl population
less the natural inerease, (bivthe sver deaths), varied
considerably by area during th 1960, Those areas
experiencing  the most noticeable net  migration
during the decade were A: chorage and the Kenai-
Cook Inlet regions. This was the result of the

MAJOR COMFONENTS
OF
POPULATION CHANGE
1967 — 1975
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development of the upper Cook Inlet oil and gas
fields. Out migration patterns were noted mainly in
the Interior, especially in the Fairbank; area. This
reflected a slower rate of growth of the regional
economy compared to other regions of the State.

During recent vears, inmigration into the State has
increased at a phenomenal rate, Net inniigration as a
percent of the increase in the total population rose
from 41 percent in 1970 to an estimatea 83 percent
in 1975, In 1974, migration peaked, rcaching 85
percent of the total population gain, accounting for
37 thousand people. This peak reflected the start of
pipeline construction.

The Anchorage arca population increased 53 per-
cent from 82,833 in 1960 to 126,333 in 1970,
Between 1970 and 1974 it grew at a rate of 21
percent, then jumped 16 percent in 1975 1o an
estimated 177,800, Fairbanks population increased
12 percent during the GO's Lo reach 45,864 in 1970
then doubled the previous ten year rate between
1970 and 197% to reach 55,500 in 1975. Juneau
increased 39 percent between 1960 and 1970 to
13,556, ther increased 31 percent to 17,700 in 1975.
Several Census Divisions, Barrow, Southeast Fair-
hanks, Yukon-KKoyukuk, Valdez-Chitina-Whittier and
Upper Yukon, demonstrated tremendous population
increases, 60 to 230 percent, during 1975, These are
the various census divisions in which the North Slope
oil development and pipeline construction camps are
located, These areas will fall substantially in popula
tion as actual line construction nears completion at
the end of this year.

Annual  population estimates as ol July 1, are
compiled by the Alaska Department of Labor and the
U.S. Bureau ol the Census, Prior to 1974, the two
agencies were in complete agreement on their annual
estimates and methodologies. In 1974 two different
population estimates were produced. The Census




estimate of total resident population was 341,000 as
of July 1, while Labor’s nstimate was 351,159. The
1975 estimates showed even greater disparity as
Bureau of the Census preliminary estimate of the
population was 352,000 while Labor's estimate was
404,634.

Since construction of the pipeline began in 1974,
there has been a tremendous shift in migration
patterns to Alaska. The Bureau of the Census uses a
methodology which bases migration estimates on the
number of school age children in the period. Of the
thousands of workers who entered the State to seek
employment, especially with the pipeline, many
either did not bring their families with them or they
were single. This appears to be the main reason in the
difference of the two estimates.

The annual population change between the 1973
and 1974 estimates for the Bureau of the Census was
10,600 people while Labor's change was 20,794,
Significantly, total employment between 1973 and
1974 increased by 19,600 workers. The 1975 popu-
lation change for the Bureau of the Censusis 11,000
compared to the Department of Labor’s increase of
53,475, while the increase in total employment
during the period was estimated to be 39,016. The
methodology used by the Census Bureau may need
further investigation as it does not reflect the large
influx of migrants into the State in recent years.
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Personal Income

Total personal income is defined as that income
received by all individuals in the economy from all
ources. It is made up primarily of wage and salary
income, proprietor's income, rental income, divi-
dends, interest income, and the difference between
transfer payments, (described below), and personal
contributions for sorial insurance.

Once total personal income is compiled, it is then
residency adjusted. Currently there are a large
number of nonresident workers in the State, especial-
ly pipeline related. Since a certain amount of personal
income is transferred out of this State to other areas
or to the workers actual residence, it is therefore
necessary to deduct this amount from the State total
in order to obtain an estimate of the income of
Alaskan residents. Once personal income is adjusted
by place of residence, it is then divided by the total
resident population to obtain the per capita personal
income estimate. These procedures are applied on a
statewide, SMSA, and Census Division level in Alaska.

Since Statehood in 1959, there has been stable
growth in the State’s personal income through 1973,
paralleling the national trends. Alaska’s per capita
income estimate increased 86 percent from $2,498 in
1954 to $4,644 in 1970 while at the same time the
U.S. average increased 83 percent from $2,167 to
$3,966 respectively, This trend continued through
1973 with Alaska’s per capita income rising an
additional 28 percent while the national level rose 27
percent,

During the past two years, per capita income in
Alaska has demonstrated phenomenal growth, During
1974 it increased 16 percent to reach $6,890, then
advanced 16 percent to $7,988 in the 1975 prelimi
nary estimates, Correspondingly on the national level
it increased 8.5 percent during 1974 and 7.1 percent
in 1975, The main reason for the smaller increase
during the past two years at the national level is the
recent recession and slow recovery which is currently
showing som signs of a more rapid advancement.

There are a number of reasons for the recent strong
qrowth of per capita personal income in Alaska, The
most significant is the construction of the oil pipeline
wnich began in the spring of 1974, With the advent ol
pipeline construction and high salaries coupled with
70 to 80 hour work weeks, the personal income
component of the construction sector has soared,
increasing 139 percent in 1974 and an additional 155
percent in 1975, In 1973 wage and salaries in the
construction sector accounted for 10,7 percent ol the
total  wage and  salary  income component, Con
struction’s share inereased to 19 percent in 1974 and
to 32 percent in 1975 according to the preliminary
estimates, In 1975, the construction sector replaced
total government as the leader in wage and salary

income before residency adjustment. As mentioned
earlier, many pipeline workers are nonresidents and
most of the increase in the residency adjustment are
the direct result of this factor.

While pipeline wages contributed heavily to person-
al income gains, the increased demand for goods and
services from this sector led to an overall expansion
of the State's economy. As the availability of high
paying construction jobs increased, various employers
in many industries had to compete for the available
labor supply, resulting in large increases in the average
monthly wage rate. The average monthly wage in all
sectors, excluding contract construction, increased
4.9 percent during the period one year prior to
pipeline construction, and one year after pipeline
construction the average monthly wage jumped by
nearly 18 percent.

Another major factor contributing to the large
increase in the average monthly wage rate was th:
accelerating price level during recent periods. Tl o
Anchorage Consumer Price Index (CPl) increas:d 2.8
percent for the period one year prior 1o pipeline
construction and correspondingly increased 15.6
percent for the period one year after the start of
pipeline construction. In comparison, the U.S. CPI
rose +10,1 percent prior to the pipeline and 10.2
percent after the start of construction on the pipe-
line. For the ten year period prior to pipeline
construction, the rate of increase in the Anchorage
CPl was less than the U.S. rate. Thus, it appears that
the activities associated with pipeline construcvion
have greatly affected price levels in the State, This
increasing  price  level has also influenced  wage
demands in both the public and private sectors.

Another major factor impacting upon the personal
income series is the Alaska Native Settlement Act.
Payments made to the various regional and village
corporations are included in the transfer payments
component, (transfer payments are income flows
which represent a change in the distribution of
national wealth, but are not compensation for current
contribution to the production process, c.q., Social
security  benefits, Veteran's pensions, welfare pay-
ments, ete.). Large increases in transfers can be noted
after 1973. While the land claims monies do not
appear to influence the statewide figures qgreatly,
there is o tremendous influence on the Census
Division level estimates, Most of the rural Census
Divisions, whose residents are predominately Native,
showed large increases in per capita personal income
alter 1973, w«q., Angoon, Barrow, Bethel, Wade
Hampiton, ete, This is due to the fact that many
residents in o these rural areas rely  heavily upon
subsistence activities and parned little income prior to

1973.
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The tremendous infusion of funds to these rural
areas, as the resul: of the land claims, distorts the per
capita income figures. In the U.S, Department of
Commerce’s personal income series, the lana claims
payments are treated as being disbursed to each
individual Native. In reality, the payments are made
to each regional and village corporation, and the
individual Native receives, in turn, only a small
portion of the total in cash and the remainder in
shares in their respective corporation (these shares are
nontransferable until 1991), Therefore, much of this
income is actually nontransferable stock and is not
current income to the individual even though it is
treated as such by the U.S. Department of Com-
merce. The various corporations then invest their
shareholder’s funds, providing employment and earn-
ings. Future earnings will be reflected in later years in
the wage and salary and dividend components of the
rural area’s nersonal income estimates.

Personal income estimates are compiled by the
Bureau of Economic Analysis (BEA), U.S. Depart-
ment of Commerce. These estimates are compiled by
State, SMSA, and Census Division level in a coopera
tive effort with agencies in the respective states. The
Alaska statewide estimates appear accurate through
1973. With the tremendous expansion of the Alaskan
economy during the past two years there appears to
be one major discrepancy, This is in the total resident
population figure discussed earlier in the population
section, which in turn can severely affect the per
capita estimatas, While holding total personal income
(residency adjusted), constant during 1974 and apply-
ing both the Census and the State population
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estimates, we get statewide per capita income esti-
mates of $6,890 and $6,614 respectively. The gap
widens when computing the 1975 per capita esti-
mates, due to the even greater disparity between
population estimates. The Division of Economic
Enterprise will have the opportunity to review the
1975 estimates before they are finalized by BEA and
it is hoped that the problem can be resolved. Within
the breakdown of personal income by Census
Division, considerahle work still has to be done
concerning the treatment of land claims payments,
residency adjustments, population estimates, and
interregional money flows.

The preliminary estimates for 1975 places Alaska
at the top of the ranking of states on the per capita
income basis. While the Siste might well have the
highest per capita income in the U.S., it will be an
overestimate and it will not reflect the true economic
well-being of Alaska’s residents compared to other
states. Alaska also has the highest cost of living.
During the fall of 1975 the annual budget survey by
the Department of Labor, showed that the budget for
a lower budget family of four in Anchorage was 59
percent above the national average while the inter-
mediate buaget was 39 percent larger and the higher
level budget was more than 36 percent greater. While
the Anchorage budget was quite high, the rest of the
State can be considerably higher with the bush areas
as much as 50 percent above the Anchorage level, |f
all stetes’ per capita income were weighted to include
respective living costs, Alaska’s position would [all
well below many of the other states,
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Banking and finance

Alaska’s recent remarkable economic growth
would not have been possible without the role played
by its financial industry. As an effective system for
the allocation of resources to productive uses, every
sector of the State’s economy is supported by this
structure. Participating in the general economic up-
trend are the State's banks, savings and loan asso-
ciations, and insurance companies which have all
grown 0 meet tiie challenges and demands placed
upon it.

Banking

Alaska bank deposits totaled $1,376,707,000 on
December 31, 1975, representing a six and one-half
fold increase since the year of our statehood in 1959,
and more than doubling since 1970, The composition
of deposi*® has also undergone some change. Prior to
1967, det deposits had accounted for the largest
proportio total bank deposits, since that time,
SaVINGS  anc ne deposits has become the largest
component resenting 53 percent f total bank
deposits in 137,

As of Deccinber 31, 1975, IPC (Individuals, Part
nerships and Corporations) deposits accouanted lor 77
percent of tota! bank deposits, At the same time, IPC
comprised over 87 percent of total demand deposits
(checking accounts) and G7 percent of time and
savings deposits, The remmnder of the deposit cate
gories 15 comprised of government funis, cashiers and
certified checks, ete,, and some interbank funds,

In order 1o meet the financial needs of Alaskan
residents and businesses, the banks have established
and expanded  oeir branch  systems to  improve
accessilnlity to their banking services, The number of
branches of the State's 13 banks, totaled 90 as ol
May 1976G. The seven State banks had 19 branches
and the six national banks 71 branches,

Sivengs and " oan Assaeation:

The savings and loan industry in Alaska has qrown
with the State’s real estote market by providing a
major source of funds for the building mdustry. As ol
December 31, 1975, there were Tour savings and loan
desocitions i the State with twelve branches and six
agency lacithities, On that date, the Tour assoctations
had assets of $213 million and savings deposits of
S160 million, representing a growth of 157 percent
and 158 percent respectively, since 1970

The amount of association loans has also kept pace
with general industry growth, increasing from $73
million in 1970 to $176 million in 1975, for a gain of
141 percent, The dollar amount of loans has in-
creased every year since statehood with the exception
of the S8 million decline experienced in 1973. During
that year, the dollar amount of loans sold (i.e.,
package sales to investors outside of the industry)
recorded a phenomenal jump to $17 million, com-
pared to $40,000 sold in 1972, and $59,000 in 1971.

Insurance and Finanea

The total amount of life insurance in force in
Aluska increased by 3.1 percent in 1975 to reach
$3,129,934,000. In 1974, the latest year for which
detailed data are available, $3,034,908,000 was in
force, of which ordinary insurance comprised $1.3
billion or 43 percent; group insurance, $1.6 billion or
52 percent; and credit and industrial insurance, $0.2
billion or 6.3 percent, There were 697 companies
authorized to operate in the State as of June 30,
1975, This corpares to 656 companies in 1974 and
619 in 1973, Lie insurance companies, with 344,
were the largest group authorized to operate in 1975,
This was followed by 335 lire and casualty com
panies, two ealth care service contract companies,
nine fraternal societivs, and seven title companies, 1n
1974, o total ol 5436 million was invested by
insurance - ampanies i Alaska.

Supplementing the lending capability of the hank
ing and savings and loan industries s that of the local
loan company. At year-end 1975, there were three
companies with a total of fourteen oflices doing
business i Alaska, The total assets ol all ollices
amounted to S12.2 mullhon, ol which nearly $12.0
tthon was i the Torm ol loans
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Rapid growth in the key economic forces respon-
sible for the recent upsurge in the State's economy
was manifested in 1975 largely through expansion of
activity in the construction industry. During the
current vyear, it appears that while construction
activity will continue at an unusually high level, it
will not experience the sharp growth rate of the past
two years. A brisk uptrend was also noted in the
related rea  *ate industry. The outlook is favorable,
as completion of the mammoth Alyeska project
should be followed by sustained growth elsewhere in
commercial construction and in residential building.

The best year on record, 1975 saw construction
employment race to an annual average of roughly
27,000, including a late summer peak approaching
40,000, The petroleum industry, Native corporations,
and government were the prime stimulators of this
industry. Administrative, supply, production, trans
portation, and exploration facilities were being con-
structed for the petroleum industry across the State.,
The Alyeska pipeline project was, of course, the
largest in terms of labor input, cost, and impact upon
Alaskan communities.

Construction of new or expanded facilities was also
initiated by commercial ventures not classified in
mining, but simply meeting the greater demand of the
support sectors, Despite a decline of 68 percent for
the Juneau area, the value of building permits in
1975, for commercial and ndustrial structures, nearly

doubled in the three major population centers of
Anchorage, Fairbanks and Juneau combined. Corn-
pletion of several large public projects, rather than a
decrease in private commercial activity, was respon-
sible for the decline of nonresidential building
activity in the Juneau Borough between 1974 and
1975. Boosted partially by one large project, a $35
million power generating plant near Fairbanks, non-
residential building permits totaled nearly $111
million in 1975, Not included in the total was the
$230 million expansion of the Collier Carbon and
Chemical Company’'s ammonia-urea manufacturing
plant on the Kenai Peninsula.

A seller's market persisted in housing in the
Fairbanks, Anchorage, and Valdez communities. With
very low vacancy rates reported for Anchorage and
Fairbanks, both rental units and housing for sale were
in short supply. While the vacancy rate for Anchorage
rose by the fourth quarter, primarily reflecting an
increased availability of higher priced homes, the
demand for units in the low and middle price ranges
continueda o exceed supply. The value of residential
building permits in the three urban centers was up
over B6 percent from the 1974 level, with sizable
growth in all three communities, but particularly in
Fairbanks. The value of residential building permits
issued for the latter community jumped 115 percent
to nearly $21 million in 1975,

According to data collected by the Department of
Housing and Urban Development for eight Alaskan
communities, the largest growth rate in residential
housing in 1975 occurred in multufamily dwellings. In
that year, permits were issued for 2,793 multiple
family units or more than double that recorded in
1974, Single Timily dwellings rose more moderately
over this time period, Trom 2,527 w0 2,863, More
than two thirds of the dwellings tor which permits
were issued  owere  located  within the  Anchorage
metropolitan area,

The construction industry started the current year
by quickly surpassing year-earlier employment levels,
During the Tirst quarter this expansion resulted from
a rapied build up of the Alyeska crews. With a busy
season planned for the remamder of the industry,
overall activity should continue ahead of last year
through Fall,

On the trans Alaska pipeline project (TAP) work
on the pumping stattons and Valdez terminal was
stepped up shghtly during the winter months, when
pipe laying  ceased,  As the new season  opened,
approxunately half of the enormous undertaking had
been completed, Only 40 percent of the pipeline
porton remaned to be Laid and this is expected to be
accomphished by November. Construction of  the
terminal and pump station was farther from com
pletion than the pipeline, and it 15 work on those
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components wiich will extend completion of the
entire project to mid-1977. Since the pipeline
accounts for the bulk of the Alyeska work force,
employment on the project will fall sharply when
that phase 2nds. According to Alyeska, this should
result in a reduction in employment to around 25
percent of tii!: year’s summer peak,

With a number of large private and public pr~ cts
underway, or slated to begin shortly, ana 1 nurr . r of
smaller projects, non-pipeline project ccnstruction
appea s to be heading toward a record season, Of
those projects financed by private industry, nearly all
of the major projects are related to the mining or
support industries,

Construction continues at mid-year on support and
production facilities on the North Slope; the ten-inch
fuel pipeline linking the Tesoro refinery on the Kenai
Peninsula avith Anchorage; and the expansion of the
Collier fertilizer plant, A $30 million refinery will be
constructed over the next two years for Enerqgy
Resources Company. It will provide fuel to the pow.r
plant now being erected adjacent to the refinery in
the Fairbanks ares. Within the support sectors, initial
units of a $15:520 million resort will be erected in
the Denali State Park; several shopping malls are
planned for Fairbanks and Anchorage: a 400 room
hotel will be constructed for Calista Corporation; and
the National Bank of Alaska is moving ahead on a
$5.5 million administrative office building,

During the coming year transportation facilities
and office buildings will account for much of the
government expenditures for civilian construction.
About $445 million has been allocated to improve
an. maintain State highways in FY 77, The State is
also going to spend $20 million over two years to
build a north-south runwiy at Anchorage Internation-
al Airport and a Wisconsin shipyard is working on a
Le Conte class vessel (ferryliner) for the State, One
otfice complex in Anchorage costing $72 million and
two office buildings in Fairbanks wiil be under
construction Ior the Federal Government., As part of
the $125 million Chena Lakes Flood Control Project,
a $10 million dam is being constructed at Moose
Lake. Another $24 million has been ap ropriated for
current (1977) fiscal year work on the flood contrel
project,

Home builders in Anchorage, Fairbanks, and
Juneau are apparently attempting to catch up with
the demand created by the population influx of the
past two years, since it is nov evident that much of
the growth is permanent and that the long-term trend
is one of steady, albeit slower, expansion. In the
special case of Juneau, the threat of the Capital move
has been a cloud darkening the city’s future and
dampening the expectations of potential homebuyers.
However, pent-up demand, plus the completion of a
borough-wide assessment tied to State legislation
protecting local property values, have prompted a
dramatic surge in privare residential construction. The
Capital move has also led to land development and
speculation in the area between Anchorage and the
most likely sites to the north.
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The trade and services industries mirrored the
dynamic economic upswing through 1975 and were
still growing nearly as rapidly through the first
quarter of 1976. Continuing a long-term trend, these
industries increased their share of economic activity.

The only variable available to measure recent
changes within trade and services is employment.
Information on sales by industry is obtainable only
through 1974. An examination of employment data
reveals that services expanded by 38 percent to about
25,200 in 1975, slightly outpacing trade which rose
22 percent © asimilar total of 25,700. A substantial
rise in business services was accompanied by increases
in most other service industries, but particularly
lodging and medical services. Business services were
boosted sharply by firms, directly or indirectly
involved in the trans-Alaska pipeline project, who
provide services such as management, engineering,
and camp operations, Once the pipeline project was
in full swing, the service sector experienced a slowing
of its growth rate, however, a moderate uptrend
continued into 1976.

Although wholesale and retail trade expanded less
rapidly than services during 1975, preliminary data
for 1976 indicates that industry has more nearly
sustained its rate of advance. Wholesale trade regis
tered the most notable increase in employment, of
over 30 percent. The surge in economic activity
prompted modernization and expansion programs by
many wholesalers, the bulle of whom are located in
Anchorage, Within  retatl trade, a sharp gain in
employment was posted by eating and  drinking
establishments and smaller inereases o most other
trade sectors,

The rapid growth of the Alaskan conomy and 118
attainment ol more advanced levels of development
have accelerated important structural changes in the
cconomy. These changes are quite evident i trade
and services, the larqest ol the support industries,
Perhaps the most basie has been mentioned the
greater  relative  proportion ol economic  activity
accounted for by these combined industries. Agamn
using employment as a yardstick, services and trade
employment geadually advanced rom 24.8 percent of
nonfarm employment in 1965 1o 29.0 percent i
1970 and finally o 316 percent during 1975,
Simultancously there has been a slow, but steady
increase in the ratio ol services to trade. Although
parallel trends have been taking place within the
national ccomony, the shift in Alaska 1o relatively
larqer service and trade indostries mdicates a broaden
ing and increased independence o the State's
cconomy, It oas assumed that the growth rate for
service  employment  exceeded that ol trade both
nationally and i Alaska Tor the same baste reason — a
greater  relative  demand  for many  services which

accompanies increases in real per capita disposable
income. In Alaska, the oil pipeline construction
project also contributed to the differential.
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Agriculture

Since 1970, the total value of Alaska’s agricultural
production has been increasing at an annual com-
pound rate of 12.4 percent. Overall, between 1970
and 1975, value rose 80 percent. A review of the
major agricultural categories shows that since 1970,
field crops has experienced the largest percentage gain
in total value of production, increasing by 185
percent, followed by vegetable crops, 103 percent,
and livestock products, 27 percent.

The 1975 production year is estimated to be the
greatest on record for Alaska, with a total value of
nearly $9.3 million, for a gain of more than $1.2
million, or 15 percent over 1974. While the overall
year to year increase was strong, it was primarily
centered in the State’s three “million dollar’ prod-
ucts — hay, potatoes, and milk — whose comhined
value rose nearly $1.3 million between 1974 and
1975. This is not surprising, since historically these
three products have dominated this State’s agricul-
tural industry. In 1960, the production value of hay,
potatoes and milk accounted for 73 percent of the
total value of all agricultural products; by 1970, this
ratio had declined to 68 percent; and by 1975, it had
risen to 76 percent,

Field Crops

The production value of Alaska’s field crops has
risen dramatically from $2.7 million in 1974 to $3.6
million in 1975, Most of this gain is attributable to
the increase in the value of the hay crop which grew
from $2,054,000 in 1974 to $2,782,000 in 1975.
Significant percentage gains in value were also record-
ed in barley — 81.6 percent, and »ats — 63.0 percent.
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Alaska's potato crop is the dominant vegetable
crop in terms of value of production. In 1975, thic
important crop ranked third in the State — behind
milk and hay — with a value estimated to be
$1,434,000, accounting for 78.6 percent of 1975's
vegetable crop valuation, The other major vegetable
crops showed mixed trends in value with lettuce and
carrots recording gains of 6.3 percent and 23.1
percent respectively, and cabbage declining $5,000 in
value or 9.6 percent. The total vegetable crop
produced in Alaska in 1975 is valued at an excess of
$1.8 million as compared to 1974's $1.5 million
value,
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lvestock Products

The livestock products category has been an
inusually stable sector over the years, consistently
hovering around the $3 million mark since 1960, The
total value of this important farming sector, which
accounted for 41 percent of the State’s tctal agricul-
tural value in 1975, amounted to $3.8 million, and
represented no change from 1974. Most of the recent
growth in this catcgory, occurring in the early 1970's
is attributable to the increase in the value of milk
which rose from $2.1 million in 1970 to $2.6 million
in 1974 and to $2.8 million in 1975. With the
exception of milk, the production value of each of
the other livestock products registered declines be-
tween 1974 and 1975. The largest percentage reduc-
tion in value occurred in lamb and mutton products
whose value dropped 72 percent. This large decline is
attributable to the larger than normal culling slaugh-
ter that occurred in 1974.

Industiy Trends

Statewide interest in agriculture in Alaska and
concern for its future continues to gain momentum.
This interest is evident in both the legislative and
executive branches of State Government. On the
legislative side, an agricultural resolution, calling for a
task force to determine the State's policy with
respect to agriculture and to lay the groundwork for
required agricultural programs, was passed over-
whelmingly. Another bill that was also passed, re-
serves agricultural lands strictly for agricultural
purposes.

The corcern of the executive branch is shown by
two projecis undertaken this spring. A Department of
Commerce and Economic Development project is
investigating the costs associated with producing
Alaska's agricultural proclucts, both crop and live-
stock. As a result of the study, the State will have for
the first time, the capability of comparing product
production costs in Alaska with that of other states.
Another example f the executive branch’s concern,
was the commissioning of two prominent agricultural
economists to review Alaska's agricultural potential.
In light of future worldwide food requirements, these
economists will give the State their evaluation of
possible Alaskan entry into the world food markets.
Sponsored jointly by the University of Alaska and the
Federal-State Land Use Planning Commission, the
independent assessment from these consultants will
be a key input in determining the State's future
agricultural policy.

Most of the State's major agricultural producing
regions are located neai existing or projected centers
of population and economic activity. Economic and
social pressures have had, and will continue to have, a
profound and lasting effect on Alaska’s agricultural
industry. Field crops, and to some extent vegetable
crops, require large, relatively flat ground that can be
farmed in contiguous blocks for maximum elficiency.
Unfortunately, this type of land also tends to be that
which is most desired for urban expansion. Increased
pressures for the urbanization of existing and poten-
tial farm lands, the trend toward agricultural develop-
ment of the vast acreages of potential agricultural
land, and the State’s developing agricultural policy,
will all be strong forces shaping the destiny of
Alaska’s future agricultural industry,
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Transportation

All major components of the transportation indus-
try were affected hy the general uptrend in the
State’s economy durir g 1975 and by the Alyeska oil
pipeline project which entered its first full year of
activity. Only toward the end of the year and into
early 1976 did certain sub-industries face reduced
demand for their services as the flow of supplies and
equipment to Alyeska slowed. Some transportation
industries and enterprises responded to record levels
of business activity by purchasing new equipment and
by otherwise expanding their services. Considering
the critical importance of transportation in Alaska,
this trend portends well for future economic develop-
ment,

Trucking and warehousina experienced the most
dramatic growth in 1975, with employment advanc-
ing around 73 percent, year-to-year. Hcwever, just as
the advance was largely supported by the build-up of
materials for the pipeline, the tapering down of
Alyeska's shipping requirements led late in the year
to cutbacks in the scale of operations of some firms.

Air transportation also grew rapidly in terms of
employment, revenues, and passenger and freight
traffic. Activity in the industry served as a very visible
indicator of eonomic conditions. Employment was up
about 700 jobs, or 18 percent, for an annual average
of 4,700 in 1975.

Air freight traffic to and from the two major
airports at Anchorage and Fairbanks increased at an
annual rate of 8.5 percent in 1975, reaching a total of
over 305 thousand short tons. In comparison, the
start of the pipeline construction during 1974, the
previous year, had thrust the volume of air freight up
by 166 percent. The volume of air freight handled by
the Fairbanks International Airport peaked at 62
thousand tons in the second quarter of 1975, then
fell below 40 thousand tons for ecach of the tw.
subsequent quarters. This declining trend at Fair
banks eflected the lessening reliance placed upon air
transport to deliver materials to the pipeline
initially as more ol the pipeline became accessible to
ground transportation and then later as fewer supplies
became needed, Influenced more by the overall
expansion of the economy and less by direct services
ta the Alyeska project, freight shipments at Anchor
age International Airport rose by more than 20
percent i 1975, to 87 thousand tons. Initial indi-
cations for 1976 are that air freight volumes have not
declined as rapidly as anticipated in the industry; one
major air transport firm has added to its air fleet,

An even sharper upturn was recorded in the
number of passengers arriving and departing from
these airports. Combined in-out passenger traffic o
both airports reached 1.7 million in 1975, up 31
percent over 1974, This included increases of 25
percent and 49 percent respectively, at the Anchoraqe
and Fairbanks airports, The upward trend in passen
ger traflic is expected to continue through 1976,

Water transportation paralleled the industry trend
with employment rising by one-third to approximate-
ly 1,400. Service between the “lower 48" and
Alaskan ports was expanded by additional sailings
and the entry of new enterprise into the Alaskan
market. Totem Ocean Trailer Express, Inc. (TOTE)
initiated service to Anchorage with its 790 foot
trailership, SS Great Land, last September and
planned to place a sister ship in operation during the
summer months,

Since a major portion of waterborne freight moves
through the Port of Anchorage, shipping data for that
port is a key indicator for this industrial sector. In
1975, nearly 2.9 million tons of freight moved in and
out of the port, for an annual increase of 26 percent.
Bulk petroleum accounted for the largest increase in
absolute terms, advancing from 1.6 to over 1.9
million tons (+20 percent). Sizable gains were also
noted in cement and drilling mud (+143 percent),
vehicles (+82 percent), and vans and containers (+42
percent). Preliminary data for 1976 points to further
steady increases in the vans and containers category.
Changes in this category presumably relate closely to
movements in the population and general ousiness
activity.

Alaska’s unique railroad industry also prospered in
1975. Of the two lines serving the State, the
federally-owned Alaska Railroad posted a evenue
increase of 99 percent in fiscal year 1975 an  during
the first nine months of FY ‘76 revenues j .. ned
another 57 percent. Although most of the additional
revenues were earned through greater freight traffic
(which uaccounted for roughly 98 percent of all
revenues in 19745), revenues from passenger traffic
were also higher by 17 percent. In 1975, the line
acquired six new and thirteen military surplus loco
motives and also placed an order for 200 rail cars.
The White Pass & Yukon Railroad, a Canadian line
with a railhead at Skageray, transported a record
60,632 passengers along its scenic route in 1975 and
they also ordered new rolling stock, consisting of four
“parlor” cars with a turn-of-the-century design in
order to accommetdate the greater number of tourists
expected to visit Alaska and the Yukon.,

Recently, the first step was taken to examine the
feasibility of linking Alaskan and Canadian railroads
when a conference of top officials of industry and
government was held in April of this vear, Extension
ol the Alaska Railread and that of & Canadian line
would link Fairbanks and Watson Lake and thus
provide direet rail service through Canada between
Alaslki and the “lower 48",

Looking twelve months ahead, the transportation
industry will contain a new component, pipeline
transportation, The work force required to operate
and maintam the trans-Alaska oil pipeline and related
lacilities 1s estimated  unofficially to b between
3,000 and 5,000 people.
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Historically, government has contributed heavily to
the Alaskan economy, although its relative signifi-
cance is expected to decline slightly. However, the
declining relative importance of government may be
temporarily reversed upon completion of pipeline
construction if the private sector grows at a slower
rate than government.

While the ratio of government to total employment
has recently recorded a considerable decline in
Alaska, government is still, and continues to be,
Alaska's most significant source of employment and
wages and salaries earned by the State's residents,

Total Federal Government employment in Alaska
has dropped from 47,100 in 1970 to an estimated
41,900 in 1975. This decline is a function of the
military personnel transferred from Alaska due to the
closing of some military establishments. In 1975,
there were an estimated 23,600 military personnel
stationed in Alaska compared to 30,000 in 1970.
While the number of military personnel has dropped
over 21 percent between 1970 and 1975, wage and
salary  payments have increased substantially as o
result ol healthy wage increases and the creation of
the new all-volunteer armed services. In 1970, the
average monthly wage of the military sector was $389
compared to an estimated $832 by 19756, During
1971, the average monthly wage increased 28 pe
cent, followed by a 33 percent increase in 1972,
During the following years the monthly wage rose at
an annual rate of eight percent. The military payroll
increased from $140 million in 1970 to $236 million
in 1975, tor a gain ot 68 percent.,

As of Detember 1, 1975, there were 12,212
military personnel stationed in the Anchorage area,
5,468 in Fairbanks, 703 at Fort Greely, and 6,508
scattered throughout the rest of Alaska, mainly on
the Aleutian Islands.

Federal Government civilian employment remained
relatively stable during the first three years of the
pe-iod 1970 through 1975, averaging 17,195 between
1970 and 1973. During 1974, employment increased
five percent to 18,015 and is estimated to have
increased an additional two percent in 1975, yielding
an employment estimate of 18,300. During this
period, wage and salary paymenis increased 32
percent, nearly half the rate of the military increase,
up from $184 million in 1970 to $242 million in
1974.

TOTAL GOVERMNMENT EMPLOYMENT IN AL ABKA

1970 18975

iy Thowsand:

Federal - Civilian 17.1 17.2 18.0 18.3

Foederal - Military .. 30.0 24.5 23.7 23.6

LT b o el cassio 10.4 13.8 14,2 15.3

Ko | R P 8.1 10.6G 11.6 13.5
Tatal ceaer vy RIS 06,0 G7.5H 0.7

Alaska & L1 0% A7 1% 42.8% 35.9%

United States L. 19,2 18.5", 18.6" 19.5%

PERCENT INCREASE IN NONAGRICUL THRAL
EMPLOYMENT AND WAGLE AND SALARIES
BY INDUSTRY IN ALASKA, 1970 — 1974




FEDERAL CIVILIAN EMPLOYMENT IN ALASKA
BY DEPARTMENT

1970-1974

Defense - 09
Transportation - 2.7
Interior +16.3
Health, Education &
+16.8
+19.5
+77.3
+25.7
tH7.3

The majority of federal civilian employees are
located in Anchorage and Fairbanks. From 1970 to
1973, Federal Government emplovment in Anchor
age remained constant, accounting for S5 percent of
the 17,200 employees statewide. During 1974,
civilian employment in Anchorage increased 3.8
percent to 9,925. This concentration of f{ederal
employees in Anchorage reflects the fact that the city
is the popu'ation and service center of Alaska as well
as location of two adjacent military bases. Fairbanks
ranks second in the concentration of federal civilian
workers, ranging from 2,534 in 1970 to 2,706 in
1974, This community s the population and com-
merce center for interior Alaska, as well as being in
close proximity to military establishments, While
Juneau ranks thivd in numbers of federal emoloyees,
cmployment has declined trom 1,198 in 1970 to 942
in 1974, a decrease of 21 percent. Forest Service area
office personnel were transferred to Sitka, while
other positions were moved 1o Anchorage.

Federal Government expenditures have  demon
strated strong growth since FY 1970, Federal non
defense civilian expenditure increased  from $447
million in FY 1970 to an estimated $710 million in
FY 75, for a compound annual rate of growth of 9.5
percent. During 1974, the State of Alaska and local
gqovernment units received $234 million in federal aid,
This is $695 per capita or more than twice the per
capita figure of the next highest state, excluding the
District of Columbia. Expenditures by the Depart
ment of Defense, including =ivilian pay, increased
from %388 nullion in FY 70 tc 478 milhon in FY
75, representing o compound annual rate of crease
of 8.3 percent, During  this same period, military
personnel in the State declined 21 percent. During

FY 75 total military payrolls increased to $248
million; civilian payrolls increased 7.4 percent to $86
million; expenditures for operations and maintenance
jumped 46 percent to $149 million; and military
construction declined by 30 percent to $31 million.

State Government

During the period 1970 through 1975, State
Government employment increased 48 percent to an
estimated 15,300. The major impetus for the expan-
sion was the 1970 North Slope lease sale which
produced over $900 million for the general fund.
During the period 1971-72, employment rose rapidly
as services to Alaskan residents expanded, Delay in
the construction of the oil pipeline and the large
decline in the general fund moderated the rate of
growth in State Government expenditure, reducing
the rate of increase in State Government employment
in 1973 and 1974,

The Department of Health and Social Services is
the largest Department within the Government ol the
State of Alaska, employing 1,777 people in 1975,
Employment in that Department declined 1.2 percent
during 1975, The reason for the employment loss was
the transfer of the Pioneer Home stali, approximately
190 positions, from Health and Social Services to the
Department  of  Administration, which in turn re
sponded with an increase in its employment of 30
percent. Another program  change which  occurred
during 1975 was with the Comprehensive Employ
ment and Training Act, whose function was trang
ferred from the Department of Labor to the Gover
nor's Office and involved approximately 25 positions,
Also, the Department of Economic Development was
combined with the Department of Commerce involy
ing approximately 45 positions, It should be noted,
that employment within the Department ol Labor is
influenced by the Federal Government, as many ol
Labor's  programs  are heavily  funded by federal
dollars, While some  ayencies show o substantial
annual increase in 1975, many over ten percent, total
State Government employment 15 estimated o have
mcreased at o smaller rate as the result of translerring
approximately 800 employees of the State Operated
Schools system to local governmaental units,

There have been o her program changes in previous
yisirs, In 1972, the Pioneers Home Tunction was
transterred  from the Department ol Admimistration
to Health and Social Services, During 1970 and 1971,
the Newhborhood Youth Corps program: and a newly
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created Department of Community and Regional
Affairs were spun off from the Governar’s Office.
Due to these program transfers, an analysis of the
growth trends of employment by agency is im-
possible.

Cn an annual basis, the average monthly wage of
employees varies greatly between agencies, During
1975, Legislative Audit had the highest average
monthly wage per employee of $2,148, a 26 percent
increase over 1974. This was followed by the Depart-
ment of Law — $2,085, or 17 percent over 1974;
Highways — $1,870, +21 percent; Public Works —
$1,733, +20 percent; and the Governor's Office —
$1,703, +16 percent. The average monthly wage for
all agencies during 1975 is estimated to be $1,343, 12
percent higher than 1974. The greater than average
wage for the five above mentioned agencies is the
result of several factors. Within Legislative Audil
there is a large professional staff coupled with a small
number of support personnel, totaling 31 people in
1975. The Department of Law contains a large
number of attorneys whose salaries are above averaqe.
The Department of Highways and Public Works
contain a number ol workers affiliated with unions
not representing the majority of State workers, which
have negotiated higher salaries in the past, and the
Governor’s Office has a higher percentage of adminis
trators and research personnel than in other agencies,

State Government employment is concentrated in
urban and regional service arcas within the State, The
growth of State Government's  average  monthly
employment i Anchorage leads that in other urban
areas, increasing 48 percent from 2,792 in 1970 1o
3,986 in 1974, During 1974, State Governmaent
employment in Anchorage rose 12 percent. In 1970,
there were more State employees located in Fair
banks (2,732) than in Juneau. By 1974, Fairbanks
had declined 3.8 percent to 2,628, while Juneau
increased 31 percent to 2,936, The average monthly
employment in 1971 for other regional  centers
includes Ketchikan with 514 employees, Bethel with
327, Nome with 284 and Sitka with 232 workers,

The State Government's hinancial prcture looked
bright as the result ol Naorth Slope oil leases in
September 1969 (S900+ mullion in bhonus revenues),
The general Tund balance at the end of FY 70 was
$934 million and the State expanded its services to
meet increasing demands,

The 1975 Legislature, realizing the need for addi
tional revenues due to pipeline delays, enacted a tax
on oil and gas reserves tor FY 76 and FY 77. A 20

STATE GOVERNMENT GENERAL FUND
REVENUES AND EXPENDITURES
FISCAL YEARS 1970 — 1975
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il rate has been levied for 1976 and $220 million in
tax payments is due at the end of that year, State
revenues are forecasted to approach $1 bithion by FY
/8, and i the 25 percent contributions to the
permanent fund s oenacted  this Tall, unrestricted
revenue, alter contribution to the permanent fund,
could reach $1 bitlhion by FY 79,

State revenues from various sources have demon-
strated  phenomenal  increases  since  the  start of
pipeline  construction.  Compaied  to 1974, total
revenues increased 54 percent to $296 million in
1975, and  lirst quarter 1976 data places total
revenues 25 percent above that of the previous year.,
Net collections from individual income taxes climbed
95 pereent, from S64 million in 1974 1o 5125 million
in 1975, During the first quarter of 1976, these
receipts were up an additional 34 percent over first
quarter 1975, Corporation tax revenue increased 161
percent to 525 million in 1975 and the first quarter's
revenue for 1976 is 56 percent above last year's first
quarter. During the second quarter of this year there
will be a substantial imcrease as revenaes from the ol
and gas tx in place becomae du
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Local Government

Local government’s average monthly employment
advanced at the highest rate of the three groups
included in the public sector. Total employment
statewide has advanced 67 percent, from 8,076 in
1970 to an estimated 13,500 in 1975 for a compound
annual rate of increase of 10.8 percent. The rate of
increase for 1975, estimated to be 16 percent, was
the result of pipeline impact and the transfer of State
operated schools to local government units.

Local government employment has shown sub-
stantial growth in some regions. For example, Barrow
had an average monthly employment of three people
in 1970 and 1971. With incorparation of the North
Slope Borough in July 1972, employment increased
to 19 and the average monthly employment in the
Barrow area in 1973 and 1974 was 106 and 272
respectively, Local government employment in the
Anchorage area grew 46 percent between 1970 and
1974, reaching a level of 5,257 in 1974, increasing at
an annual rate of 10.2 percent. With the recent
unification of the City of Ancharage and the Greater
Anchorage Area Borough, the future rate of growth
in employment is expected to decline.

Fairbanks area employment remained rather stable
from 1970 through 1973 increasing only 4.9 percent,
With pipeline construction beqginning in 1974, local
qovernment employment in Fairbanks for that year,
increased 30 percent to 1,496. Employiment within
the Juncau area increased 48 percent during  the
period 1970 74, reaching a level of 805; and IKetehi
kan's employment increased 39 pereert, Within the
same time span, Kodiak” s employment ol government
workers inereased 39 percent; Kenat Peninsula area
cmployment increased 35 percent; Nome increased
21 percent; Sitka inereased 8.2 percent; and  the
Wrangell - Petershurq area increased 53 percent.,

In the tollowing table, it can be readily seen that
the main reason lor the smaller than normal increase
in the property tax category s o result of the dechine
in property tax revenue ol the Greater Anchorage
Arca Borough, amounting to 7.4 percent, Sales
receipts within the Fairbanks arca rose H3 percent
during FY 75, accounting lor the maonty ol the
large increase i aggregate sales taxes whole properry
tax revenues increased 25 percent. In the Ketehikan
arca, property tax revenue inereased 13 percent and
sales taxes rose 8.8 percent, Properly Lax revenae i
Juneau rose 111 pircent and  sales  tax receipts
jumped 25 percent, partially as the result ol the mid
year special X inacritase of one percent o fund a
local sk ar, Intergovernmental revenues inereased
5.5 percent in Anchorage, 16 percent i Fairbanks,
33 porcent in Ketchikan, and G5 percent m Juneaa.

In the Anchorage area, expenditures for general
government increased 17 percent, public safety 40
percent, public works 25 percent, and education 13
percent; while in the Fairbanks area general govern-
ment increased 35 percent, public safety 23 percent,
public works 9.5 percent, and education jumped a
substantial 65 percent as the result of a major
increase in capital improvements and a 22 percent
increase in operating costs. In Ketchikan, public
safety increased 19 percent, and education increased
13 percent while the increases were 33 and 14
percent respectively in Juneau.

During FY 76 local government expenditures
should demonstrate a considerable increase in the
Anchorage and Fairbanks areas. These increases will
be necessary in order to meet the additional demands
for services resulting from the continued influx of
population due to the curient overall expansion of
these areas’ economies and from the construction of
the pipeline.

LOCAL COVERNMEMT
HEVENLIES AND EXPENIMTURES
EFY 1070 19749 AND 197!

{1y Wlhons of Dallars)

Propecty Taxes . 527.8 $ 51.2 5 51,8
Sales Tux s o 6.7 9.8 13.8
Othet .. 46 A S 9.2 28.9 37,2

Total Local Sources 543,7 5 89.8 S102.7
Intergovernmental A40.7 99.0 120.0

Total Al Sources 581.4 S188 8 §222.7

General Govermmint 573 S 2.7 S 248
Pubilic Salety S /1 16.2 21.9
Public Works . 3.9 6.7 /.06
Education T a7 86.3 106G.G
Dbt Service 10.6 20.2 21.8
Othin 9.3 26.0 31.6

Total . . 585.3 5177.2 £218.0

"Aggreqate statstes for the crtes and boroughs of Anchorage,
o banks, Juneau, and [Ketehikan.
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Cosmopolitan Anchorage is located between the
Knik and Turnagain Arms of Cook Inlet on the north,
south and west, and the Chugach mountain range on
the east. With an estimated population of 177,817 on
July 1, 1975, Anchorage is the largest Alaskan city,
accounting for 44 percent of the State’s population
on that date, Of the total resident population, 12,212
persons are military personnel assigned to ElImendorf
Air Force Base or to irort Richardson Army Base.

Current Trends

The year 1975 saw a continuation of the boom
conditions in Anchorage. With six months of data for
1975, the labor force recorded an increase of 16
percent over the same period in 1874, Total employ-
ment rose 19 percent, w'th the bulk of the advance
centered in the nonagricultural industries. All major
ndustries  experienced substantial increases in
en.nloyiment, especially construction, and as a result,
unernployment declined by 16 percent.

The administrative offices of many oil and hard-
rock mining develoament companies, expanded with
activities related tc the oil pipeline and the increased
interest in OCS and Pet-4 exploration and develop-
ment. This trend was reflected in a 30 percent
increase in mining employment during 1975. Con-
struction employment rose nearly 50 percent due to
substantial increases in commercial and home build-
ing activities, In 1976, as the construction phase of
the pipeline winds down, the need for the transporta-
tion of materials will decline and smployment in the
transportation, communications, aud public utilities
sector may record a decline in employment from the
gain of 35 percent in 1975. A moderate increase of
cight percent in total government employment was
noted for 1975, as Federal Government grew by four
percent, and State Government by 11 percent, With
the headquarters for all major Alaskan financial
insuitutions located in Anchorage, advances in the
arca ol finance, insurance and real estate have been
notably high in past years. In 1975, this trend
continued, and with the addition of two new banks,
and a number of new branches, employment in
finance - insurance and real estate rose 29 percent.

Building permits in the Anchorage area amounted
to almost $243 million in 1975 for a 50 percent gain
over 1974. The number of homes built in Alaska last
year was the highest in the State’s history, and
two-thirds of this volume was in the Anchorage area,
A total of 4,008 dwelling units were authorized for
Anchorage in 1975, a 42 percent increase over the
previous year, Major construction projects in Anchor-
age for 1975, some of which are still under con-
struction, include the Federal Office Building
Complex, a $5 million parking structure, and a
control tower and post office at Anchorage Inter-
national Airport.

Fiscal statistics for the expanding Anchorage Inter-
national Airport were all up, with revenue reaching an
all time high of over $12 million, a gain of 20 percent
from 1974, Passenger traffic rose approximately 25
percent from 1,253,807 in 1974 to 1,565,803 in
1975, and air freight increased by over 40 percent
frem 87,378 short tons to 124,294 short tons in
1974 and 1975 respectively.

The Anchorage Consumer Price Index, which
serves as an indicator for the entire State, rose more
than 12 percent between October 1975 to reach
157.4. Moderate increases occurred in food, apparel
and upkeep, transportation, and health and recrea-
tion, with the highest increase noted in housing. The
index on January 1976, fueled by the jump in the
housing and transportation components, showed an
11 percent gain over January 1975. The other
components of the index decreased or stayed about
the same.
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Fairbanks, Alaska's second largest urban area, had
a total resident population on July 1, 1975 of 55,517
persons including 6,127 military personnel. A number
of recent trends has greatly affected the growth of
this community. Included among some of the more
major influences are the development of the North
Slope, the construction of the trans-Alaska pipeline,
and the economic activities of the Natives and Native
corporations,

Current Trends

The recent rapid expansion experienced by most of
the industries in the Fairbanks labor market area, is
reflected in the rise of the area’s employment. In
1975, total employment rose roughly 48 percent
from its 1974 level. During this same period, non-
agricultural employment increased almost 60 percent
while the number of persons unemployed declined 15
percent. Employment was influenced significantly by
the establishment of pipeline construction camps
within the labor area boundaries.

Dramatic employment increases during 1975 were
experienced in a number of industries. The construc-
tion industry recorded a tripling in its employment
from the 1974 average of 1,255. The average annual
employment in the transpo:dation, communication
and public utility industry rose more than 95 percent
in 1975. And although Federal Government employ-
ment experienced a slight decline last year, this was
more than offset by the nearly 14 percent rise in
State and local government employment, resulting in
an overall employment gain during 1975 of almost
seven percent, Manufacturing employment nearly
doubled in 1975 from the 1974 average, and the
trade and service industries, stimulated by the pipe-
line activity, recorded annual employment gains in
1975 of more than 50 percent for trade and 100
percent for services.

The total value of building permits authorized
during 1975 amounted to a record $138 million. This
valuation was almost triple that of the $47 million
recorded in 1974. Led by the large $35 million
permit for the expansion of the Golden Valley
Electric Association’s North Pole Power Plant, the
valuation of nonresidential construction accounted
for $94 million or 68.0 percent of the total 1975
building permit value. Permits for other large non-
residential projects include a 86 million permit for
the Fairbanks Plaza Hotel and one for the Fairbanks
State Regional Office Building valued at $3.4 million.

A petroleum refinery, to be fed from the trans-
Alaska oil pipeline, is being developed in the Fair-
banks area by Earth Resources Company. Con-
struction should begin by June 1976 and completed
in the fall of 1977. The cost of construction is
estimated at $30 million.

With a residential vacancy rate of 0.6 percent in
the spring of 1975, residential construction in the
Fairbanks area moved forward at a rapid pace, ending
the year with building permits authorizing 1,045 new
dwelling units, and a value of $44 million. This
compares to the 607 dwelling units valued at nearly
$21 million authorized in 1974,

Pipeline activity and a growing tourist sector have
contributed to the substantial-increase in the number
of passengers handled at Fairbanks [nternational
Airport. In 1975, the total for in-out passengers
amounted to 653,585, (or approximately ten times
the population of the area) for a gain ¢ f 49 percent
over 1974's total of 438,654. This cor pares to a 25
percent increase in passenger traffic a* the Anchorage
International Airport during the si ne period. Air
freight was up 8.5 percent from 1686, | 19 short tons in
1974 to 180,202 short tons in 1575. Fairbanks is also
served by the Alaska Railroad system which carries
tourists and freight from as far south as Whittier and
Seward.
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Although it has been 20 years since mining
operators were active in Juneau, tourists and residents
can be found panning for gold in the same streams
which originally brought prospectors to the area.
Many of the homes and buildings constructed by the
first Juneauites still remain and add a rustic touch to
this modern State Capital.

History

In 1794, Captain Gearge Vancouver, in his travels
within Southeast Alaska, sailed up the Gastineau
Channel, However, the Juneau area remained inhabit-
ed by only Auke Indians until Dick Harris and Joe
Juneau arrived from Sitka in 1880 to prospect for
goid. In mid-August of that year the two men found
gold bearing quartz and rich gravels in the Gold Creek
Basin. Upstream they established a number of lode
and placer claims and returned to Sitka with nearly
1,000 pounds of ore,

By spring of 1881 virtually the whole Juneau -
Douglas area was being prospected, The rich Tread-
well mines of Douglas Island were discovered and the
population grew rapidly. The region was considered
the ““mining center of Alaska’, and Juneau's mines,
during their productive years, were the largest lode
gold mines in the world.

Besides the placers, there wore seven productive
lode mines in the district by 190 The Juneau “Gold
Belt” extended from Windham Bay northward to the
head of Lynn Canal, The total production of the gold
belt through January 1, 1904, was estimated at over
$28 million, 85 percent of which was attributed to
the Treadwell mines. In 1917, the Treadwell mine
had a cave-in which severely retarded the mining
industry in Juneau. The Alaska- Juneau mines in-
creased activity and became the largest producer in
the area, but in 1944, due to wartime inflation and
labor shortages, all mining eperations in the gold belt
ceased. After the war, with continued inflation, the
cost of producing gold was so high tat it made
operations unprofitable. A fire in the 1960's de-
stroyed all but the foundation of the A-J Mill
Building.

The capital of the Territory of Alaska was moved
to Juneau from Sitka in 1900; and with the decline in
mining, government provided employment and stabil-
ity to the economy. Fishing, logging and tourism also
increased in importance,

Although some small sawmills were reported oper-
ating in the Juneau area as early as 1883, it wasn't
until after the turn of the century that the larger mills
such as Alaska Plywood, Juneau Lumber, Junea:
Spruce and Columbia Lumber, were established.
Juneau Spruce Company took over Juneau Lumber
Company in 1947, but it suffered losses from a fire in
1949, Alaska Plywood closed temporarily due to the
collapse in the plywood market that occurred be-
tween 1954 and 1958, and shortly after it reopened,
the plant was destroyed by fire. The timber industry
in Juneau faded out after Columbia Lumber sold
their property to the Alaska Steamship Company in
the early 1960's. In recent years, there was brief hope
that a pulp mill might be built at Berner’s Bay, but
these plans also faded due to environmental litigation.
The potential for a renewed timber industry exists in
Juneau and there are several Native corporations

interested in developing the timber resources on

Admiralty Island.

Until the recent declines in the salmon industry,
the fresh fish market was active in the area. Because
of Juneau’s cold storage plant, fish were brought in
from ley Straits, Lynn Canal, Stevens Passage and the
Pacific Ocean as far west at Yakutat. When the catch
was much larger, several seafood canneries operated
in Juneau. The cold storage plant was also involved in
canning operations as well as bottling soft drinks and
making ize for commercial use.




Population

At the turn of the century there were 4,881
persons residing in the Juneau area. The 1940
population was 8,563 and by 1960 it had increased to
10,675. Total resident population in Juneau jumped
31 percent from 13,556 in 1970 to 17,714 in July
1975, partially reflecting the rapid growth in govern-
ment employment.

Current Trends

The total labor force in 1975 increased approxi-
mately 11 percent over 1974. Total employment,
however, increased at a slightly greater rate resulting
in a three percent decline in unemp'oyment. Between
1974 and 1975, increases in almost every industrial
sector in Juneau was reflected in a nine percent gain
in nonagricultural employment.

Several large construction projects began to wind
down in 1975, resulting in a 21 percent decline in
contract construction employment. With the estab-
lishment of several small manufacturing businesses in
Juneau during 1975, total manufacturing employ-
ment rose 18 percent from 104 in 1974. Government
is the largest employer in the area and in 1975 there
were increases of 1.8 percent in Federal Government
and 13 percent in State .od local government
employment. Also during this period employment in
the transportation, communications and public util
ities industry rose nearly seven percent. With the
addition of several new shopping areas, trade employ-
ment increased by eight percent, and a steadily
growing services industry had a ten percent increase
in personnel,

IINEAU EMPLOYMENT INIHCATORYS

Total Civilian Labor Force ... ... 6,985 8560 9,163
Total Unemployment . ... .. .. 327 1478 L H

Percenmt of Labor Foree L .. .. 1.7 5.6 6.5
Total Emplaoyment .. b,GHE 8,082 BLHG6H

Total Nonagricultural 6,497 7,982 8,399
NNt Bh R A aa s : (B D D
Contract Constrnetion 219 599 4188
Manubacturing . 84 82 104
Transp,, Commun,,

Pubv, Utihities ..o ovee ... 565 609 (5313}
Tratde . aon b v adnd st mas B2 121 1,162
Fiman o, Insurance,

Real Estate Sl 146 213 289
b1 £7) 1) | S NP S N T 570 802 943
Miscellaneous . .. b] B] D
GAVOIDINENT <o s 50 0 paspasiae LQTT 4492 A T23

EOURTDY o b icvni aind o aieoire) Ayt 966 942

State/lotnl . ovsasyreoye BY3  3:628 3,786

D Data withheld to avoid disclosare ol mdividoal operations

Source. Alaska State Department of Labaor.

Major construction proiects for 1975 included the
million dollar court and office building and a four-
lane highway between Juneau and the Mendenhall
Valley, in addition to several shopping areas. By
year-end, construction of 144 dwelling units were
authorized, compared to 102 units in 1974, and the
total value of all building permits issued increased 20
percent during that same time period, to
$10,938,300.

The Juneau Col< Storage Company which normal-
ly processes approximately five million pounds of fish
per year, processed well below four million pounds in
1975. Canning operations at the company have
recently been kept at a minimal level, Due to adverse
market conditions no production is expectec in the
area of canning, for 1976. The potential for develop-
ment of a frozen herring market in Japan could
stimulate additional activity in 1976.

The Juneau tourism industrv qrew in 1975, with
more Marine Highway passengers disembarking in
Juneau than at any other Southeast port of call.
Approximately 45,000 passengers arrived by the ferry
system, an 11 percent increase from 1974, The
number of airport passengers into Juneau in 1975,
also recorded an advance, rising by 1.4 percent to
107,436. It is anticipated that the new Eaglecrest Ski
area will promote an influx of ski enthusiasts to the
area during the coming winter season.
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Although it has a narrow economic base, primarily
centered around the activities of the mining, fisheries
and timber industries, the economy of the Ketchikan
area has been fairly stable throughout the years.

History

Ketchikan '‘the Gateway City" is the most south-
ern major city in Alaska, and the first Alaskan port of
call. The early inhabitants of the area were the Tlingit
Indians, who created the bheautiful and intriguing
totem poles which serve as a link to the history and
culture of their people, providing an incomparable
attraction for the tourist in Ketchikan.

Due to excellent salmon spawning conditions in
the area, fish canneries were among the Ffirst com
panies to operate in Ketchikan, but it was mining that
brought settlers to the area. Copper was the primary
mineral mined in Ketchikan area at the turn of the
century but the slump in the price of copper in 1907
was disastrous to mining projects, Many of the mi =5
gradually closed and others operated on onl a
part-time basis.

With the decline m mining, the hisheries industry
hecame increasingly important, A number ol salimon
cannenes operated in the arca i addition to a cold
storaqe facility for freezing ish, But by the beginmng
ol the 1970's the supply of salimon was so depleted
that the canneries had to glose or operate on only a
part-time basis.

The Ketehikan Power Company, later called tie
Ketchikan Sprouce Mill (IKSM), began operations in
the arca in 1903, In IKSM's varly years, one of the
major outlets for s products was  the  ficheries
industey, which purchased wooden hoxes to pack and
ship  fish. However, with the advent ol cardboard
boxes i the 1940, this type ol speciabized produd
tion came to an end, To stalbnhize the company,
lumber yvards were set up i other arcas ol Alaska,
and in 19G3 the nise in lumber exports to Japan led to
annerease i timber production. Today, the timber
industry remanms as one of the largest employers in
Ketchilkan, A substantial portion of the area’s present
day ciployment s attributable 0 the Ketchikan
Pulp Comopany, its subsidhary  mills, and the 32
logying camps associated with the pulp company

Population

The population of Ketehilaan has grown at a fairly
moderate rate. The first 20 years after imcorporation
in 1900 were quite expansive, with an average growth
of 21 percent each decade, From 1920 through 1970,
growth was more gradual, Estmates by the State
Department of Labor places Ketel ikan's July 1, 1975

populaticn at 13,075, a risz of 12 percent since 1970.
The 1975 population also includes approximately
128 military personnel who were located in the
Ketchikan area.

Current Trends

The number of persons in Ketchikan's civilian
Ishor force increased moderately during the past five
years, with an overall gain of eight to ten percent. At
the same time however, unemployment doubled. This
trend was similar in 1975 with the total labor force
four percent above the 1974 level of 6,810 and
unemployment 14 percent higher than that exper-
ienced in 1974, Thercfore nonagricultural employ-
ment recorded a slight decrease between 1974 and
197.. Although government is a major employer in
[Ketchikan, the economy depends to a significant
degree on the fish and timber industries, both of
which have experienced marked declines in recent
years,

Ketchikan reported a 13 percent decline in con-
tract construction employment between 1973 and
1974, and an even greater decreasc between 1974 and
1975, The volume of contract ccastruction in the
carly 1970 was quite high, and ncluded a major
school project in addition to the K tchikan airport,
Hence, the number of persons worging in contract
construction reached o peak in 1973, but as the
school project and airport reached completion, em
ployment began to decline, With no large construction
projects in 1975, employment figures again dropped.
Although construction employment was minimal in
Ketchikan during 1976, there was a 23 percent
increase in the number of dwelling units, Major
construction plans for 1976 include a $6.5 million
Loran C Station, o new post office, widening of the
road 1o the Coast Guard base, and the To em
Heritage Center, in addition to plans for waterfront
development. Even  though manufacturing emplcy
ment rose between 1970 and 1974, the declining
production of canneries and timber manufacturing
companies caused the 1975 employment total to
decline 20 percent from the 1,494 employed in 1974,
There have been annual increases in government
employment  since 1970, with most of the gains
centersd i the State and local government sector.
Last year total government employment increased 15
percent with State and local government rising 17
pereent and Federal Government recording only a
small percentage gain. Employment in the transporta
tion, communications and public utilities industry
hid o declineg of ten percent betwe 'n 1974 and 1975,
while the trade and services industries reqistered gaing
ol six percent and ten percent respectively, during
that samit period,
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KETCHIKAN EMPLOYMENT INDICATORS

V017 1673 1974

Total Civilian Labor Force...... 5073 6,266 6,810

Total Unemployment ......... 484 652 802
Percent of Labor Force ...... 95 10.4 11.8

Total Employment ........... 4,589 5,614 6,008

Total Nonagricultural ......... 4,391 5,452 5,800
MINING < s e sovidaemaere D D D
Contract Construction ....... 236 445 370
Manufacturing . .....oco0uun 1,080 1,383 1,494
Transp., Commun.,

Pl LNOES coasiassaio 377 579 628
BP0 oo v e s A e 701 836 982
Finance, Insurance,

Real Estate .....ooveneue 116 D D
AT AT g S e DG B 548 5G1 571
Miscellaneous . ... ... cv 0., D D D
Government ... .ov v vnennns 1,234 1,436 1,528

Federal Y. ounle s v Ehmrreds 234 200 226

Statefbacal . .oovvenensae 397 1,236 1,302

D = Data withheld 1o avoid disclosure ot individual operations.
Source: Alaska State Departmoent of Labor,

Ketchikan has served as a support center for a
number of exploration activities in mining over the
yvears. In 1975, there was an announcement ol a
molybdenum discovery in the area. 1f production
proves feasible, the nroject could produce a petential
ore body of 100 million tons of molybdenum
disulfide and employment for up to 1,000 persons
during the construction phase, and 500 during the
production phase.

Ketchikan Pulp Company (KPC), 15 one ol the
major - mployers in the area, In addition to a possibile
decline in production due to the clear-cutting ban on
dimber, KPC was also faced with the expensive task ol
providing the mandated secondary treatment facilities
for its pulp mill wastewater disposal. KPC indicated
that they were unable to afford the 532 million
rreatment facility in 1976, and after considering the
pffect that the closure ol the mill would have on the
cconomy of the Ketchikan area, the U5, Environ-
mental Protection Agency granted KPC an extension
of time until January 1, 1977, The potential closure
of the KPC mill hanags heavily over the area, acting as
a depressant on the economy,







Statistical Section

I"! AMOUNT AND VALUE OF MINER AL PRODUCTION
‘] IN ALASKA
1971-1975

Value (S000) $235,444 261,877 $347,408 $360,371
Volume-M42-gal. barrels 3 72,893 72,323 70,603 69,975
Value per barrel ; 5 323 S 3.62 S 492 § B5.15

Value (S000) S 17,878 S 18,463 S 19,483 S 21,919 S 33427
Volume-MMCF 121,618 125,596 131,007 128,235 134,331
Value per MCF . . S 0.147 $ 0.149 $ 0470 S 0.247

Value (S000) ' 16,214 $ 19,213 S 52,788 $100,041
Volume-m short tons i 14,187 14,999 117,752 69,694
Value per short ton .. 1.07 g 133 S 04%H S 144

Value (SC00) . .. S § S 1,461 S 2,596
Volume-troy ouncas .. 146 16,000
Value per troy ounce { S ¢ 159.74 S 162.25

Value (S000) .......0vvvenn..-S 14,040 S 16,61 S 25,27 S 14,861 $ 27,619

IS000Y s 0 vue sim v wr e vesoDldB23 5286,038 §328,789 $438,437 $624,054

1959 . NP oA 274187 11,724 285,900
1960. .. . . 351,109 210 14,181 465,500
1961 ; 345,323 1,987 11,290 358,600
196250 . .a piee s 373,432 6,872 5,896 386,200
1963..... 2l 398,992 10,633 3,575 413,200
1964 . P T 445,109 18,144 h,647 468,900
BEIGRS & 4508 b NEas 404,498 24161 3.241 431,900
19606 . 475,494 31,220 8,469 515,200
1087 e coiava ‘ 476,815 15,816 12,469 535,100
FOBBG v avan wes e 533,302 47,974 9,000 1 590,300 E
1969 . . T % 523,340 49,018 9,500 ¢ 581,900t
i o R Y- 560,975 53,668 41,648 656,191
1971 . Ty ‘ 529,425 43,191 35,948 601, L62
£ ! 7 g SREMPRRET I ‘ 550,521 50,50 24,0498 625,210
1973 dae e 591,600 38,356 48,020 678,776
1974 ‘ 549,600 51,200 29,625 630,425
1975 .. . A 413,000 33,500 22,150 468,750




VALUATION OF TIMBER HARVESTED BY SELECT LAND OWNERS} IH-'

IN ALASKA
1960-1975

1960 . .

1961

1962. ..

PIBE e vt srvimnie

1964 .. ....

OB L s
1968 «....

1 7 U R e
1968 . . .- .
1969 . .

1970 .

1971 ..

1972 .

1973
1974
1975

S 875,812
929,018
949,114
940,544
915,098
841,851

1,115,753
1,367,742
1,961,358
2,508,953
4,417,721
4,882,799
3,620,923
4,056,293
5,841,331
3,370,000

2,316
1,700
1,833
2,000
2,133
2,308
2,324
2,572
2,519
2,551
2,758
2,763
2,812
3,199
3,639
3,431 |

§ 629
5,769
19,990
22,107
59,151
57,041
73,728
164,782
162,210
219,786
229,101
246,090
401,133
218,357
376,500

430,486

S 876,441
934,787
969,104
962,651
974,249
898,892

1,189,481
1,532,524
2,123,568
2,729,739
4,646,822
5,128,889
4,022,056
4,274,650
6,217,831
3,800,486

$18,300,000
13,900,000
14,900,000
17,300,000
19,800,000
21,800,000
23,200,000
27,600,000
29,200,000
31,600,000
36,700,000
37,800,000
40,900,000
49,800,000
(3,300,000
62,500,000 E




PRODUCTIOM BY TYPE OF WOOD PRODUCTS FROM

TREES HALWVESTED 'N THE CHUGACH AND

TONGASS NATIONAL FORE

1966-14974

Export Cants
Lumber
Export Cedar Logs

Export Cants
Lumber
Export Cedar Log:

Pulp
Export Cants
Lumber

Export Cedar Logs . .........-

Export Cants
Lumber

Export Cedar L ngs . .

Export Cants
Lumben
Export Cedar Logs

Export Cants
Lumber

Export Cedar Logs

Export Cints ......

Lumber

Export Cedar Loags . ...

Palp . ...
Export Cants .

Lumbier

cxport Cedar Logs . .

Export Cants ..umw sy

Lumber

Export Cedar Logs . ..,

379,000
71,237

383,900
105,360

379,400
139,700
7,400
7,500

354,000
191,930

305,700
219,300
7,600
13,000

300,180
205,730
5,770
13,000

276,500
247,800
3,000
25,300

286,100
307,910
10,040
11,390

257,200
255,400
53,200
12,000

14,200

40,200

44,800

103,110

95,800

110,200

55,800

87,773
13,727
5,823

131,713
8,785
5,700

200,200
8,800
7,500

264,750
23,800
11,000

280,700
9,700
13,000

254,220
7,067
13,000

206,336
3418
25,300

407,497
12,383

15,563

354,675
72,284
17,640

383,336
385,639

393,600

394,200

403,290

394,500

386,166

363,192




7~ ! ALASKAN FOREIGN IMPORT TRADL

(0) | BY COUNTRY OR REGION OF QRIG'N

e (In Thousands of Dollars)
JAPBI 50 oo v m s A P S 42,877 $19,860 S 9,519 S 6,805 S 37,545 $5152,984
CANEUE o cvon s wpaie b i s e 25,530 10,014 14,679 12,283 65,628 120,449
5111707 s | S Py P U A 8 0 e Tt 965 1,611 1,465 1,397 2,000 12,099
Central & South America .. .......... 6,848 7,860 9,145 1,349 B,143 13,903
EHBDRE™ (5 st o vt i 30,637 14,156 10,337 27,139 62,884 52,230

Notalh s EAg Sa st Ll Red L hut B $106,857 $ 53,501 S 45,145 S 48,973 $165,588 $351,665

IACTda W R G SRRy A1E b ou R EREOI1ING (G IENng auantine of ol producty to Ak Shurce WS Depariment of Commedce wndd the Divninet ol Eganamee §hteepive, Sepaiiment of Commmes and Laonam

| Al ASKAN FOREIGN IMPORTS BY COMMODITY

/ (In Thousands of Dollars)
Halibut, fresh orchilled .. ........... S 1,993 S 2,030 S 3,286 S 2414 S 225 S 1937
DI Wl 8asIng: 5 4 v van wsrer e i o 761 129 343 1,382 7.217
lronorsteel articles . . ...........o.. 154 94 59 178 8,328 50,168
Parts for shovels, scrapers, etc. - .- - . 7.067
Jetrfogl' cdmiii bad Crwn d s A Rska i3, 6,565 12,175 16,419 19,187 56,799 63,141
OB TR o ait o b sy gl B A S8 W s 41,622 17,7171 124 242 4,463 82,941
Articles ol Woatl' < ivvuwe s samvm s s 314 97 308 7449 17,345 10,896
Hangers, buildings, ete. ............. 2,916 304 270 196 2,831 5,611
Drill & boring machines ... ... .. 9 6,569
Columns, pillars & posts 847 967 118 - 3,927 19,961
Hydrauhie CRMONE < rivr cnie o g piorinas 863 a1 1,183 1,107 1,086 1,780
Ashestos, ehrvsattle : os vve s 5,821 71 1,444 - 2.143 2421
Other qoods . .. ..... 45,011 19,392 21,567 24,891 717,671 82,056

Toitals A98 1845 A7 5 acomwna it STOO0D7 5 53,601 545,145 5 48,973 5176,200 5351,665
LASKAN FOREIGN EXPORTS
BY SELEGT ) MAJOHR COMMOIMTIES
i\ pr o Thionesaneds of Dollars)

Logs & Lumber
Pulp

Natural Gas
Urea

Ammonig .

Loqg & Lumber (MBE)
Pulp (Short Tons)
Natural Gas (IMMCF)
Urea (Short Tons)
Ammonia (Short Tons)

. 8 36,101

29,939
23417
2,565

2,100

412,060
197,023
43,616
49,596
12,897

$ 29,386
31,416
26,189

4,464
2,293

291,698
185,150
50,228
88,824
43,446

& a6,037
25,147
25,624
4,315
2,173

405,279
203,222
46,724
135,103
86,696

5100187

30,880
24,592
6,743
3,243

478,016
152,947
42,997
121,908
99,825

$ 87.738
65,290
38,028
24,616
11,658

395,358
188,313
53,423
139,372
96,4006

S 17,167
55,007
63,087
31,812
14,6673

342,861
143,772

a7.4m
132,067
111,756




TOTAL ALASKA FOREIGN EXPORTS®
GY COUNTRY OR REGION OF DESTINATION

lIn Thousands of Dollars)

1972

$105,771 $132,804 $178,805 $192,582 $191,5M

Canada 3,373 25,990 1,782 2516 1,914
2,196 3,170 2,798 3,377 20,113

Europe 1,833 2,394 2,084 1,262 4,384
Other 12,943 16,304 19,581 60,834 46,939

$129,884 5126,116 $180,662 $205,050 $260,571 $264,942

st e voutid thismugh A hurage Cuitimi Lowirew W05 Deparvmasy of Commange aost (e Dooeon of Lioreme Eoteipoas. Braatment i Comemsice sad Looseme

N GROWTH IN THE CENSUS DIVISIONS

19, 1970-19/74

Aleution Islands 6,011 8,057 7,896 1,245 6,914 7,714 7,086
Anchorage . . 82,833 126,333 135,777 144,215 149,440 153,112 177,817
ANGOOTN 655 540 503 485 484 402 481 481
BAIPOW I e amasns oo de o T l33 2,663 2,869 2,539 2,583 3,234 6,454
BRI e v i 6,637 1,1G7 8,232 8,644 7,906 8,496 8,576
Bristo! Bay Borough ..., . 807 1,147 1,027 1,121 1,199 1,239 1,914
Bristol Bay e A B2 3,485 3,200 3,573 3,659 3,875 3,847
Cordova McCarthy ., ..., 1,759 1,857 1,991 1,874 1,982 1,960 2,003
FOICBAOKS. oo vt ascr i 41,089 45,864 44,415 46,068 45,571 50,762 655,517
FIAI0T ot i b o 875 1,504 1,647 1,778 1,902 2,064 2,069
JUNBAW ) o5 vty wvesdassredrs Su7d5 13,566 14,564 156,079 16,593 17,195 17,714
Konar - Cook Inlet . . e 6,097 14,250 14,289 13,923 13,808 13,962 15,621
Ketchikan . .. B,7194 10,041 10,106 10,558 10,587 11,622 11,311
Kobuk . . i 3,560 4,434 4,733 1,597 4,352 1,807 1,548
SOOI oooon i as wangvis e R4 9,409 9,723 8,703 8,868 9,232 8,801
USKORWINY: L av s (oo  ga0d 2,306 2,371 2,359 2,484 2677 2,121
Matanuska - Susitna .. 0,188 6,509 7.337 8,366 8,586 9,787 12,462
Nome 6,001 5,749 H, 743 H,857 h,682 7,001 6,660
Quter Ketchikan : 1,276 1,676 1,632 1,660 1,641 1,703 1,764
Prince of Wales . 1.772 2,106 1,792 2,049 1,992 2.525 2502
Seward Y- 2,956 2,336 2,593 2.386 2,416 2,683 3,149
oIKa .o G, 150 6,104 5,977 6,069 6,010 6,428 6,595
Skagway - Yakutat 2.0/70 2,147 2,157 2,135 2,205 2476 2,732
southeast Fairbanks ; 2,323 4,179 4,020 4,113 4,285 4,504 H, 894
Upper Yukaon N 115 5 1,684 1,/G2 1,817 1,655 2,642 8,780
Valder - Chating - Whattue . 2,844 3,008 2,949 3,487 3,568 3,833 9,639
Wade Hampton . 5128 3,917 3,924 3,823 3,878 4,164 4,244
Wrangull - Petershurg 4,101 4,913 4,986 4,960 h,0845 h,848 6,270
Yukon - Koyukubk RPR 4,007/ 4,152 4,780 4,809 h,082 5,243 1,423

Total State . o 226,167 302,361 312,930 324,281 430,364 351,159 404,634




ESTIMATED POPL'LATION CHANGE IN ALASKA

BY POPULATIOM COMPONENT,
1960-1875

7,518
7,586
7,675
7,676
7,266
7,063
6,605
6,317
6,453
6,013
7.560
7,312
6,948
6,611
7.006

/,384P

1§12 PR B Y
1970

1971 ...

1972 ..

1973

1974

1975

PEHSONAL INCOMI
WY SOURCE

of Bdollos

Ly VI

it

Waage and Salaey Dbursemients
ther Labor Tncomi

Propwiotor's Tncom

Fotad Lalior & Propretor's L

Ly Plisce o Winh
Less' Personal Contelsitions,
lor Socual Tosurance

Plus: Residen Adljpastiment

Net Labor B Progwieton”

by Phice of Hesidenc

Pluy

Dhivicdieneds, Interest gl Reant

Franster Paviments
Persanal Tncome by Plhice of Besidena
(ley Dol b s)

Por Capita Inconm

Fortal Population (Thousands)

IN ALASICA

1,265
1,283
1,308
1,332
1,438
1,400
1,333
1,297

1,353

1,300
1,431
1,455
1,467
1,464
1,468
1.4

176 P

L)

524948

Natural
increase In

Population

6,253
6,303
G,367
6,344
5,828
5,663
5,272
5,020
5,100
50613
G, 129
5,857
5.481
6,147
5,538

5,908

1151
53,154

2694

' l 20/

54,290

timate
el

Migration

i 2,148
+ 972
251
1,151
1,816
3,488
1,084
1,668
3,227
4,428
2,812
4,047
3,236
8,292
31,597

127,995

wl a2
"fu-],h'l'l

104.0

Increase In

Population

8,401
7,275
6,618
5,193
7,644
9,151
6,356
6,688
8,327
10,041
8,941
9,904
B,717
13,439
37,135
13,903

5141

51,458

104

121

S1.687

I:J'u‘ 153y

32448

51507

51,504

,_:i}_l.’lll'

awh, 24

[+ f

opuiation

il

Year End

232,468
239,743
246,361
251,554
259,198
268,349
274,705
281,393
289,720
299,761
308,702
318,606
327,323
340,762
3 7,897
411,800

(1] H1

i 4gh

133
J0l)

J40.4

52,1413

51,939

1652

) I'JI

52,423

26,890

3370

Vitgration
152 7o of

Increase

25.6
13.4

3.8
23.8
38.1
17.1
24.9
38.8
441
31.5
40.9
37.1
61.7
85.1

826

53,286
144
15

52,860

141
11

53,232

57,988

104 6




| NONAGRICULTURA' Ws 3E AND SALARY EMPLOYMENT
970-1975

IN ALASKA, BY INDUSTK -

(In Thousands)

‘ (1T 7 e

BB T RS 200, o 8 i Bl b it e s i (v
DIEBLGRE Laavimsatinsmnm sumimsimnmam e snr

Contract Construction

Manufacturing . .. ... oo

FOot Procossitn . u e v v vam sy s 5

Logging, Lumber & Pulp .., .. ...

Other Manufactunng .,

Transportation, Commumcation
& Public Utilitie
Trucking & Warehousing
Wit ir.;ru'.p.-r:..nu.-a
A Transportation
Cthir Transportation

Commumaation & Pabiie Unibities

Franiles
Wholesale
et
G ) Midsiy, 8 f'\1|;|,”|-l
I ol Stones
Eat, & Deinle, Establishiments

Ot Rl

Foonee, bovatanee S eal Eatat

(RS}
Plosteds, Motels &0 odges
Personal Service:
s (BT
TR ' T

Crowver nipent
I esthivral
alate

Lacal

Miseetlaneons

Fontard AN Toveduas g

(1.9

1h.4

2.1
A4
1./

1971

2.4
0.1
g
0.2
7.4
7.6

3.6

28

a7 0

1972

0.1
1.8
0.2

8.1

TR
£.0

1.5

1)H

104.2

1973

2.0
0.2
1.8
0.2
7.8

9.4
4.6

1.0

109 4

i
1374

3.0

3.3

2.0
14

1975E

4.3

27.2

8.9

15.9

25.7

(AFTH RS

Percent
Change

1974-1975

+43.3

+92.9

7.3




NONAGRICULTURAL WAGE AND
SALARY PAYMENTS IN ALASKA, BY INDUSTRY, 1970-1874
{In Tho: Jds of Dollars)

1970 1971

S 43,686 y - 39,117 38,168 S 67,366
Metal Mining 2,061 1,488 1,796 2,974
Oil & Gas i 38,863 34,648 33,311 60,624
Other Mining 2,762 29,807 3,061 3,768

Contract Construction 125,775 143,003 153,408 153,760 385,403

Manufacturing 83,927 86,512 89,935 107,781 130,829
Food Processing 31,314 31,136 30,041 37,272 42,184
Logging, Lumber & Pulp 36,711 37,799 40,887 49,843 63,268
Other Manufacturing 15,902 17,577 18,907 20,666 25,386

Transportation, Communication
& Public Utilities iy 119,953 131,379 142,488 203,485
Trucking & Warehousing ) 17,517 18,725 19.869 41,184
Water Transportation 8,147 0,902 11,013 15,495
Air Transportation 37,409 34,888 39,198 44,458 62,498
Other Transportation 5,836 G,587 6,379 7,182 11,241
Communication & Public Utilities . .. 10,551 52,814 57,175 59,964 73,068

L[4 | S P A G S Sy e s SR 131,977 142,223 157,453 171,247 220,738
40,811 41,796 45,973 48,109 66,2606

Retail §1,166 100,427 111,480 123,137 154,472
General Mdse., & Apparel 22,536 24,098 26,401 28,299 33,431
Food Stores 13,798 15,331 16,749 17,325 21,2106

Eat. & Drink, Establishn ats. . ... 16,941 18,105 18,9156 22,4848 33 047
Chor BEail <y i sinmoars e sain o 38,80 42,893 49,412 55,025 66,778

Finance, Insuranue & Roal Estote 27,604 31,066 37,705 45,690 H6,148

Services . .. $8,928 99 156 117,818 136,774 193,400
Hotels, Motels & Lodges Y 8,511 9,746 10,954 11.910 17,086
Personal Services & .o vovveseansan 5,302 5,685 5,010 G,162 6,555
Business Servites u.assaasensonians 18,839 18,174 17,402 18,195 33,276
Muedical Services ; 15,834 2044/ 28,4806 32,010 11,210
QI -SMVIEES oo os v e nadidn Tt o 40,411 44,301 55,066 (7,892 95,273

Government 372,551 422,625 474,574 H09,9106 HB0,270
Erdel zropscereoreay B fat S 183,66/ 102,629 204,003 218,826 242,009
State .. a R 107,755 131,019 164,192 163,747 200,744
LR et s ncaleinin I o o bk AR A E 5 B1,137 98,977 116,380 127,343 137,514

Miscellineous i3 e 2,190 2,773 11,775 20,208 180,415

Total Al Industries .. .. .. .. g 5096, 740 51,001,197 51,217 066 1,326,029 51,856,065

el WY Ladne aval e L
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13 | PERCAPITA PERSONAL INCOME IN ALASIKKA
Il l~2) | BY CENSUS DIVISION, 1969-1974

(Residency Adjusted)

Cuensus Dhvisior 1904 1970 1971 1972 1973 1974

Aleutian Islands . ..o covveivivacine. $5,435 §6,937 $6,769 $7,203 57,865 $8,017
PN G AHR 2 30 0w ST B o AT 5 s 4,622 4,997 5,239 5,455 5,823 7,159
ATOON 5w v aia dmb b 3o iae 5 e e 1,712 1,990 1,978 2,300 5,167 4,789
Barrow - North Slope .. ... oo v vvvnens 2,886 2,789 2,618 2,816 4,743 3,975
Bethal - . esilveisineee S Sk 1,694 2,075 2,305 2,660 4,839 4,307
Bristol Bay Borough . .......ocon.nn 4,353 4,994 5,286 5,861 7,049 7,704
BEISEON BV osmvv tibivmiime 565 0 wipcksbios 1,541 1,829 2,113 2,131 4,256 3,700
Cordova-McCarthy .. ..ov v v v v ennn 5,588 6,665 6,648 (.29 6,975 7,744
Ealrbiankss oz e piaes s gue 4,754 5,192 5,372 5,770 6,134 7.446
FIEERBE & cor nc i e n e A R R S A Ay 3,483 3,826 3,575 4,204 5,620 5,617
JUPBAU 555 o5 vk 15 5 b6 8 A M 5,155 5,752 6,161 6,812 7,291 8,003
Kenal - 'Copk JAIEE owvavim ss o wn sy 3,903 4,117 4,548 4,702 5,634 6,635
KRIEDIRAN o oi/s 0 b e N e BT 4,222 4,629 4,936 5,764 6,970 7.476
ROMURCEL et b it imn i e B A et o4 1,813 1,967 2,231 2,743 4,774 4,217
KORTAK 5 205 570 0 S W UECrm s dwas sanodsibee 4,367 4,835 5,275 4,672 6,814 7,598
SO o5 nns s vial s yans 2,428 2,800 3,139 3,405 5,198 5,039
Matanuska - Susitna . v .. v e e e s 3.678 4,213 4,379 4512 4,543 5,268
O o a i e STy T N P e 2,639 2,931 3,430 3,087 5,684 5,140
Outer Ketchikan .. vu s vrcecramensss 2,923 3,279 3,476 4,312 6,681 6,731
Princaaf Walte .t wd vttt tteves 3,009 4,390 4,917 5,459 6,004 G,315
Seward i o T DU TS 321 0 4,233 4,500 4,275 5,710 6,723
BIY, o e e O s Wi i s S 4,621 4,969 5,794 6,438 7,308
Skagway - Yakutat ... ... S . OIS 3,868 4,442 4,077 5,993 6,041
Southeast Fairbanks ... 00 imnsss- 3,485 3,925 4,110 4,520 5,491 7,056
Upper Yukon . ... .. sk s eten "B N 4,787 5,168 6,391 6,219 8,555
Valdez - Chiting - Whittier ... ........ 3,286 3,572 3,858 4,011 4,781 5,705
Wade Hampton y Ay et U 2 L L 1,734 1,813 2,059 4,227 3,743
Wranagell - Petersburg oo v vnnnnn .. 3,808 4,274 4,304 5,446 G764 7,147
Yukon « Koyukuk ..o enmensinses e 3,877 4.1 4,132 4 006 521 6,741

SLate AVERIER . oo ve v ey 54,246 54,644 54,916 $5,195 55,923 56,890




[ CONSUMER PRICE INDEX
ANCHORAGE, ALASKA
(OCTOBER 1967 = 100)

Maonth

and Year

1970 January

October
Average

1971 January
April

Ovtaber
Average

1972 January
ADED s
July
Octobur

Average

1973 January
Al ..
July
Octabe
Average

1974 Janvary . . .
April oo e
July
October

ANV age

1975 January
April
July
QOctober

Avetage

1976 gantny

A il

Contimued on nest page

All

Items

107.8
108.2
109.6
111.5
109.6

111.6
111.7
113.0
114.3
112.9

114.2
115.8
115.9
116.9
115.9

116.4
119.4
120.4
123.8
120.8

125,05
1294
131.0
140.0
133.9

142.9
150.0
153.8
157.4
152.3
158.8

1t/

Food

Al

Cateqorics

108.2
107.1
106.9
107.0
107.2

106.9
107.4
109.9
111.5
109.2

110.5
114.3
112.6
113.3
1131

114.7
120.9
126.2
130.4

124.4

133.9
142.8
143.2
154.0
145,/

161.0
163.3
170.2
172.3
167.6

171.9
1721

Food at

Home

107.9
106.7
106.1
106.2
106.6

105.9
106.3
109.3
1111
108.5

109.8
114.5
112.4
113.3
113.0

115.0
122.6
128.1
134.8
127.2

139.3
1483
148.8
159.0

152.5

165.1
16G1.5
170.5
7t B
168.6

172.0

1723

Food Away

From Home

109.2
108.7
109.7
110.0
109.5

111.4
112.0
112.2
113.1
112.3

113.1
1135
1135
1135
113.4

113.8
115.6
115.6
115.6

115.3

116.0
124.6
124.6
137.2

128.2

147.6
1698
104
170.2
166.3

172.0
| 72.0

Apparel
and Upkeep

106.1
107.9
109.6
110.1
108.8

110.0
111.56
113.1
113.2
112.2

1125
116.1
115.7
117.2
115.7

117.0
118.9
121.4
123.4
120.6

122.6
124.7
128.8
133.9
128.5

134.3
139.1
138.1
141.3
138.6

139.6
143.5




Sl

L.~ CONSUMER PRICE INDEX — CONTINUED
Hou ing
Month All Home Health and
and Year Categories Renting Ownership Transportation Recreation
1970 January ..o evaives i 108.0 105.6 109.7 104.2 109.8
F T | R T 109.0 106.3 111.7 104.4 110.0
1 (1] AT e b R N U 109.7 107.1 112.6 107.8 113.4
A 8 1o 7o o 7 SRR T et 113.6 107.8 119.3 109.2 113.8
N AVETAGE. voaasrs von ciaveis 6 110.5 107.0 114.0 106.9 112.2
T7T January i bies sbms men 113.1 108.4 118.5 110.1 11 .8
7210 ] { | USRS RN A o 112.6 108.8 116.8 110.9 1.45.1
JUIN - Zsemsamonion s aiza s 113.2 109.7 114.3 112.7 115.9
B ] e N e 116.3 110.3 116.3 11156 117.3
PARAGE o T oy e bl ] 113.8 109.5 116.3 111.4 11G6.0
1972 Jandaty «oovieaisseas 116.6 110.4 116.1 111.3 117.5
e PR 116.9 111.0 118.4 111.0 117.7
QU S o s v s L 117.6 111.4 120.2 112.0 118.2
OICIoBRr - & 2 wsbnn Siate & 118.6 111.6 121.8 1125 119.8
SYEERORY . T e oot St b et 117.3 111.2 119.3 111.8 118.5
1973 JanOBIY s sns vesinied s 116.7 111.7 118.3 1121 119.8
2Ny | [ e S 119.8 111.9 123.1 112.3 121.5
(1) (¥ S0 Wt T 118.7 112.1 122.9 113.7 123.1
GICTORRT o aimsmues s 123.5 112.3 128.0 113.5 124.6
BVBTBI iy g ity e oo i o 120,4 112.1 123.9 113.1 122.8
1974, JaNUBEY ¢ vmeain micdo ; 124.9 112.5 121.9 114.8 1264
ROTIE S 5 w0 e wa i s 18,1 11249 129.7 1178 129.6
Y o sasmn i s dwi 121.8 a7 132.2 122.6 138.3
IO & coavacme s s 136.7 MNA 137.9 126.1 19345
BTN 4 e il 131.5 114.4 1328 122.6 1361
1978 JAUBEY: s iwaswva 138.3 117.1 38.0 1214 144:.8
Apnl ., .. PONSR i c 151.5 121.2 1432 1411 1407
% 0] L7 SPE At e Ry 153.8 125.2 145.2 136,14 1538
Octoln o . e 159.2 1.32.0 1450 138.4 1564
Average L ...... ; 152.7 125.5 143 6 131.6 1H2.H
1976 Januay "% . 61 1624 136.6G 147.14 1410/ 1 6365.6)

Al i 164.3 1391 194.2 1464 1M
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157 | SELECTED ALASKAN BANKING INDICATORS®
] 7,! [ 1959-1975
uo | {In Millions of Dollars)
Jumber Savings Loans
Demand ind Time fotal and Totl Assets
Yoar Hanks Deposits Diposit Deposits Discounts Asset Fer Bank
1089 ssninsaimnegas 18 $113.4 S 704 $ 183.8 $ 85.9 % 198.6 3 11.0
19601 ey SR aLN, 13 128.8 81.2 210.0 94.9 227.2 17.5
£ e e e 14 119.3 93.9 213.2 103.1 233.4 16.7
TIB2 o v vimwsisiyscvias Ta 127.7 131.8 259.5 130.4 282.2 21.7
175 1 e R el 13 137.2 122.7 259.9 148.5 286.7 221
12157 ST NI Nty 13 168.2 156.2 324.4 159.6 347.8 26.8
VBBB o s st s 14 179.5 176.0 356.5 219.0 388.2 27.7
1866 i vnn v i waai 14 2025E 180.0 E 382.5E 216.1 415.4 29.7
A8 i e s da Ty 14 199.0 224.3 4234 232.0 456.7 32.6
14 [ 1L AP e gl o 14 198.6 231.2 429.8 250.2 472.6 338
0 PR P M (A 13 238.9 292.6 531.6 291.0 586.2 15.1
R v e vanwsidd pag 13 261.0 376.6 637.6 336.3 706.9 H4.4 ’
Y Y eesoganiaaiein s 13 284.3 438.3 7122.6G 401.0 807.9 62.1
[ 78 e o e S 12 317.6 506.4 824.1 476.5 928.0 771.3
a L N RS MR I o A 12 348.4 535.5 883.9 541.3 1,027.8 85.7
1880 .0 o5 muwimivaies o 12 496.3 601.4 1,09/7.8 648.3 1,288.2 107.4
VAR oot & v i 13 651.0 125.7 1,376G.7 809.4 1,583.0 121.8
- « &
ALASKA SAVINGS AN LOAN

AnQCIATION INDMCATOKS
FOLG 14975

oy Mlbions of Dyobllars)

Pl | il

I b \ | \ 1
1959 3 S 10 G B > 12
1960 ... .. R 3 12 13 11
JOBA & atene 3 8 1/ 21
1962 . 3 27 21 27
19G3 . .. 3 )} 26 12
1964 . .. 3 36 a2 43
1965 AR VA ¢ | a2 1] 63
1966 <o vu s SR : a4 44 Ha
1967 3 a7 50 |
1968 3 62 H? 61
1969 3 5y 5 66
1970 3 13 G2 H3
1977 .. 3 96 4 115
1972 3 137 110 153
1973 ... _ B 124 116G 153
1974 e e q 130 129 164
1974 > : q 176 160 213




| CONSTRUCTION INDUSTRY EMPLOYMENT IN ALASKA

AVERAGE WEEKLY EARNINGS AND HOURS WORKED

1974-1976

19714

1975

1976

Average
Weekly
Earnings

January
February
March

July
Auqust
September
Ocrober
Navember

Decembir ..o ans

Annual Averaqge

Frade

Whialesale
Hetanl:

g Materal
andd Hardware

Creneral Merchand e

I ood Stores

Automaoltive

Lating and Domkonig

Other Hetnl

Total Retwl

Services

Hatels & Other Lotdagmng
Personal Services
Business Services

Medical Services

Lol Senvices

Ohther Services

Total Sorvices

o Aoakw (lapmitiet ol Wgsmase o b

L% 89,508,167 g

e Hlian 1 Dy ivsans

Average

Weekly  Average Average
Hours  Monthly Weekly
Worked Employment Earnings

S 582
584
686
712
769
831
900
946
965

1,045
1,046
918

42.3
38.4
41.3
48.2
46.1
45.8
a5.7
46.5
50.2
49.6
471
q42.9

5,628
5,657
6,354
8,686
12,459
16,458
17,940
19,346
20,008
20,735
18,614
17,002

45.3 14,065

ol (b Dipetiins o

5422,287,064 5 606,909,953

160,908,664
149,362,743
195,209,022
222,348,083
100,313,390
562,380,923

122,699,351
159,870,880
162,300,851

13,130,975
338,442,275

%045 962,089 $1,300,522,642%

$ 52,135,216 &
14,384,404
83,715,830
44,939,121
33,999,274

95,984,69%

66,451,844
16,980,685
117,027,957
57,334,850
26,033,806
639,784,130

922,613,281

o Liwsatigwnmnt

$326,158,675 %

Average

Weekly  Average Average
Hours  Monthly Weekly
Worked Employment Earnings

£888
922
an

41.9
42.1
49.5
51.2
54.1
57.6
'59.3
60.1
61.1
65.1
62.0
59.8

13,210
15,502
18,293
25,224
27,262
30,877
33,922
37,357
36,556
36,500 E
?65.000 E
16,000 E

26,392

vivmce wrel | s Dheyel et

279
18.0
39.8
27.6
- 264

1HGG.Y

1107.1

Average

Weekly  Average
Hours  Monthly

Worked Employment

57.0
57.4
62.4

14,500 E
17,000 E
25,000 E




VALUATION OF RESIDENTIAL, NONRESIDENTIAL, AND TOTAL BUILDING
INCLUDED IN BUILDING PERMITS ISSUED
| IN SELECTED AREAS OF ALASKA

{ln Thousands of Dollars)

&
Area/Type 1975
of Construction 1st Q 2nd Q 3rd Q 4th Q

Anchorage:
Residential ......... S 3,672.0 49,340.2 S 65,274.0 $ 16,667.5
Nonresidential ... .... 22,028.7 30,780.5 41,3711 23,687.1

w2

Total s winone® 28,7007 S 80,120.7 S 96,6611 & 40,354.6

Fairbanks:
Residential ......... S 44,3404 S 24,870.7 8 11.811.3 S 31104
Nonresidential, ... ... 14,873.8 51,2261 15,479.7 12,088.2

TOME. vis o csmneuio 1.2 142 S 76,096.8 S 27,2NM.0 5 15,198.6

Juneau:

Residentinl ... ... o 299.3 s 3,023.0 S 2,696.6 51,4495
Nomresidential 119.5 537.1 425.6 2,387.7
ol 418.8 1.560.1 S 3.122.2 3,837.2

Total AN Adeas

Resdential R I - s 3 G 5 77.734.0 S 69,7819 S 21,2275
Maoresidiental ; 37,022.0 82,513.4 67,282.5 38,163.0
Total S 05.033.6 ws169.777.4 S127.064.1 S 59,3905

Porcent

1976 Annual Totals

ArealType Change

ol Construction 151 Q 1974 1975 1974-1975

Anchotage

Hesuwlentil a o bHbE.3 84,028 .4 51249453,/ I 41.9
Momresidential 18,161.8 /33,5601 14,8734 L 519 B
Tatal w 25,0241 101,500 2212,827.1 71 e

Fantninks

Hesidential S 3.8807.2 5 20,5150 v 44,1328 (TG
Nonresidential 12,273.2 206,455 9 0160 8 VU
Tot S 16,0804 5 46,9709 5137,800.6 110934

Hesidential ; Y Hh18.3 ] 1,24949.4 { ALY A i\ /3.7
Mompesidential it L BGHY. Y LAn g 6.1
Total o i3 w14 168G W HLYGH.o 2/7.4

Fortal AN Aveas
HResulentil w 11,1878 Sl12.842.8 S 170,555.0 v hG.5
o esidential J0.817.9 110, 88Y9.2 215,010.49 { 93.9

Lontal S 92.005. w223, 7320 wa0 1, hubh. Y I 750




| TOTAL NUMBER OF FAMILY
DWELLING UNITS INCLUDED IN

T AUTHORIZED |

BUILDING PEI

Anchorage ...........
Fairbanks
Juneau

Anchorage
Fairbanks .
Juneau .. ..
Kenai
Ketchikan . .
Kodmk .. ..
Sitka , .,

Soldotna .

Total

1960
1961
1962
1963
1964
1964 ,
1960
1967 .
1968
1969
1970
1971
1972 .
1973 .. ..
1974 ..
1975

1,400 E 1,600 E 3,000
242 202 444
51 106 157
17 17
34 20 54
NA NA NA
14 4 18

11 11

1,932 3,701

1,402
283
102

13
a1
vl

684
120
143

2,086
405
245

13
160

25 G 31

34 Gi

11 11

119

19
e P

1,911 1,104 3,015

68,452 6GHY
/1,965
58,231

H4,560

11,905
13,012 633
20,449 2,369
22112 2,452
(3,513 25 2,557
66,997 28,3 2.584%
12 655 27.44% 1178
75,108 28,7 3,379
78,550 10,982 4,182
39 205 35,437 3,896
03,56 40,978 6,323
034u.a902 ah,36/7 2,835
103,204 a83,629 nu637
111,476 53,029 4,379
133,608 66,359 7,918
142,290 /17,340

R L L .

/987

1,798
475
66
25
57
43
12
21

2527

H.hH84
6,032
6,084
1,412
8.7
9,846
11,755
12,322
16,875
143,602
19,0249
23,0173
250918
25,7133

1,024

1

31

36

18

1,445
263

114

1,506
176
291

2,951
439
405

22
106
93
41

37
68
10

1,825

681

114

25 H4
{IE}
a3
70
37

H2

4,780

1,916
1,986
"I".ITi}
2613
3,376

3,186

3,640

4,006

5,621

7,804

90y
1.030
1,051
1,283
2,213
3,326
4,319
4,770
5,607
b.37/0G
8,210
10,613
10,684
11,428
12,981

12,846

4,008
1,045
144
80

92
143
57

a7

5,6H6

81,924

86,640

87.684

91,746
100,113
111,637
118,217
123,887
133,301
149,849
170,424
184,405
191,784
207,391
252,405
273,997

i@ ww | iesene [Ipembgunei
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1974-1975

Produr

Field Crops

Barley

AR 775 i e T TN B

Total

Vegetable Crops:
Potatoes
Lettuce

Gabbage su s vieves dissee i

Carrots
(91 1]

Total
Tota' Crop Production
Livestock Products:
Beef & Veal ... ..
POk «os-swwmni
Poultry Meat

Lamb & Mutton . . .

Wool

Total Livestock Products .

Total Aqgricultural Production

o atan gradeteooue gant sl poad ihonies aesht

4L | IN ALASKA BY MAJOR PRODUCT

vViolume ol

Productinn

5,400
33,600
21,400
15,200

119,500
9,500
3,000
2,000
1,800

16,800,000
417,000
612,000
150,000

88,000
30,000
67,000

cwt
cwt
tons
tans

s,
oz,

dr. wt.

tr, wit

dr, wit.
e, wi.

hs.

y /1 | TOTAL VOLUME AND VALUE OF AGRICULTURAL PRODUCTION®

=
X

S 44,000
287,000
2,782,000
532,000

$3,645,000

$1,434,000
252,000
47,000
32,000
59,000

$1,824,000

$6,4G69,000

52,817,000
417,000
410,000

83,000
26,000
16,000
60,000

$3,829,000

59,208,000

3,200
18,200
15,800
12,500

90,500
8,800
3,500
1,500
2,200

18,100,000
%33,000
684,000
150,000
106,000
120,000
110,000

1.

oz,

dr,
e,

tr, w

tlr,
11y

$ 27,000
158,000
2,054,000
500,000

$2,739,000

$1,122,000
237,000
52,000
26,000
66,000

$1.503,000

$4,242,000

52,577,000
507,000
473,000

#5,000
31,000
58,000
098,000

53,829,000

58,071,000




[ | SELECTED ALASKA INTERNATIONAL AIRPORTS
2 ) | AIR FREIGHT AND PASSENGER TRAFFIC

1975

AIR FREIGHT:*

Anchorage 22,510.8 26,885.7 45,765.5 201315 24,138.0
Fairbanks 45,397.9 62,134.2 38,287.1 36,383.0 22,428.3

67,908.7 85,119.9 82,052.6 65,514.5 46,566.3

PASSENGER
TRAFFIC:**

Anchorage 213,892 385,467 529,227 357,217 367,282
Fairbanks ., v« vcev s 127,085 164,750 209,278 152,472 161,631

420,977 550,217 738,505 509,689 518,913

Fercont Chane

AIR FREIGHT:*

Anchorage 124,293.5 87,377.5
Fairbanks 180,202.2 166,110.0

Total ... 304,495.7 2534875

PASSENGER
TRAFFIC:**

ANchoragn .....cee. 1,565,803 1,253,807 124.9
Fairhanks 653,585 138,654 149.0

PO rarmennny | 2dtRanl 1,692,461 1311

Ketchikian 1,868 1,607 2,186 2,16/ 21062
Wrangel! Harbor 1,182 92 1,169 1,172 1,023
Wrangell Narrows 619 216 1,003 234 H34
Petershiurg 294 1i4 158 93 205
Sitka . 916 1,039 1,243 H28 070
Skagway 1,273 1,441 1,388 1,348 1,515
Valdes 4/8 289 254 Jo 357
Anchorage 1,937 1,782 2,064 2,625 2,340
Junisg 119 147 201 200 154
Koduk .. 124 144 193 237 21/
Mutlakatla : 117 Gl 291 234 313
Wintter 349 /13 GA/ 392 GGy
Other Parts | . 16,319 15,350 15,600 15,555 15,3106

Total All Poris ' 24,5045 23 HA6 20,391 25,3806 25,768




Fesight NGODS, cnciinnl vmn oo : 2,700.3 2,914.0 1,849.7
Cement, Drilling Mud, etc. .. .. 17,228.8 16,140.0 11,0148
Iron and Steel Articles ........ 4,039.6 4,389.4 394.1
Lumber 8,282 3 32.5
Oil Field and Equipment

SUDDHBE ¢ 4 v iacaain vin w24 » 12.2 378.6
Petroleum Bulk . ............ 343,681.6 438,185.6 495,538.8 642,659.3
Petroleum N.O.S. . ... v 606G, 2 1 276.8 201.3
Scrap lran and Steel
Vans, Flats, Containees ... ... . 144,910.5 222,6515 244,978.3 226,130.4

Vehicles . S R 16.9 7,7193.9 3,919.6 9,787.3

TOTAI 488,609.0 701.488.2 769.16G9.1 892.553.0

Froaght N.O.S
Comaent, Dodbing Mud, one
teom and Steel Articles
Lumber 8,314.8
Chl Faeted aoed Boponpment

Supplie 300,48
Petrolewm Bull 30 / 10200064,
Potrolivm N O
Seran hron anl Stis

Flats, (




STATE AND FEDERAL GOVERNMENT

AVERAGE MONTHLY EMPLOYMENT

{ MARKET AREA

1970-1974

T [0 [ A 2,692 3,490
Buarrow & 141
Bethel 2()é 297
Funbanks 2,1 3,008
Juneau B 2, 2,595
Ketchikan 36 483
Kemai - Cook Inlet .. ... ... 3. 188
Kadiak soamsagsassas i 2 190
IS .50 n o asadindt oo &8 201 2 362
371t 3 T S 5 201
Wranqgell=Petersburg ... .. ’ : 82
Othor Areas

Tatal 10,363

Anchorane . 2 ’ 9,509 9, 0,558
Harrow : 128 Al
HULITH] 319 1
Fammbanks 2 534 J <, 2,507
(TRTEN LT 1.198 1.25:; D66

Ketelhakan Yl 201

Koo Goesk Tnldet 119 H0

Iadial 87 S1) 21 203
Mo 18/ 210
Sitha ahyy A5G
Wrangidl - Petershing 120 120

O ther A A0/ 1,834 2 1Y 2. 181

17,111 17,270 7" 17,164 15,015

et of Treasny 501,964 S 2,415 s 2. 708 5 2.682 5 2977
ol Dol yilia HH, 147 HaL 763 a1,.114 849,524 105,246
al Serviee /1071 H627 9,544 10,928 13,274

ol the Interum 17,939 18,505 206,123 11,385 1,050

dept. ol Aguicalbune 5,504 I, 134 6,672 /3061 8,001
e, o Commmen e d./11 1,221 0,/ I.54] 1,450
reput o Hegbthy, Edoeation & Waellan 10,381 13,0919 7 Bl 14,404 13,7006
Jopit. of Transpartation 13,502 A7,176 A48, 7.34 49,679 19,414
(e Asgencies 1518 L9006 4,280 5,317 3,325
Fotal Covibian Wage and Sabary Payimen S18.3.66/7 192,620 204,003 5218820 5242009
itoof Detense Military 140,100 164, GO0 192,700 209,800 222900

Total b ederal Waie and Sabary Payment: 123,767 S.451.229 5396,703 428,626 S464,900




- MONTHLY ERIPLOYMEN

Dept. of TreasUrY . v'i viviis i sinma s isw iicas sasva
Dept. of Defense — Civilians . . . ..o i innnnnn
POSAbIRINICE L in s muduinins: deres damnd g
Dépt,ofthe IReRar -, <o vosurnn onpeasadeg
Dept. of AgricItUrE o o5 aiae i is b s sos v am.a
Dapriof COMMBRIEE L vavdnad id it e ot trdad
Dept. of Health, Education & Welfare ............
Dept. of Transportation . .a. sseien s e viv e e
CIUNET AGBNTIRE s s wali slai Sl ieiei siate srate avuers

Total Civilian Employment .. ....ovnviinnns
Dept. of Delense — Military ... oo vivr v crvncowenn

Total Civilian and Military Employment . .......

CGovernor's Ofhce

Depr, of Adomuamisteation

B TR ) BT T N e L S S e
Dept, of Revene

Dept. ol Education

Dept, ol Health ¥ Social Serviees
Dregar, ol Lalbyn

Dty o Commmet e

Oept. of Military Allans

Drept, of Nataral Hesour e

Ldeprt, of Fash & Game

Dept ol Pubilie Salety

Dept. of Pubihic Works

Dept. ol Highways

Dept, o Eeononne Development
Dept. o Toviconmental Conservation

State ( Jpw

Jdleid Schools
Dept, of Comounnty & Regional Altars
Leagishative Al

Leepstative Asddit

Court System

Highway Supply

Nesghborhoo! Youth Corg
Teachers
Other *°

Total

812
436
80
166
107
1,226
J64
103
Gy
186
a76
200
1,159
1,201
a5

117
14

250G

1.018°

1.3/

10,304

170

124
8,967
923
1,968
435
321
1,187
2,846
_340
17,111

30,000
47,111

—

-

110
1%
312

173

3" *

1,165 °

1,580

11,728

143
8,840
951
1,894
458
571
1,266
2,796
_351
17,270
27,600
44,870
183
421
110
105
297
1,597
458
134
85
H0
490
473
1,406
1,357
a4
Al
11
23~
118
21
149
148
o132
1,298
2116
I;‘i,.’/ll

160
8,644
958
2,008
470
547
1,233
2,753
_ 462
17,235
24,300

41,535

~d
=

165
8,350
1,011
2,119
487
560
1,429
2,690
353
17,164
24.500
41,644
203
372
127
219
262
1,799
Ha
154
122
290
637
Hhah
1,497
1.345
a9
64
999
b
129
23
108
218
735
gay/
2.1530
14,166

185
8,886
1,103
2,288

547

569
1,375
2,770

282

18,015
23,700
41,715

/%)
I?lll
i
441
234
1.08%
GAa”

N.A

N.A




Dept.
Dept.
Dept.
Dept. of Education

Dept. of Health & Social Services

Dept. of Labor
Dept.,

Dept. of Military Aftairs .. .......

Dept. of Natural Resources
Dept.

Dept. of Public Safety . ........

Dept. of Public Works
Dept. of Highways

Dept.
Dept

of Economic Development

of Enviranmental Conservation . .

State Operated Schools ., L, ..

Dept. of Community & Remqonal Affan

Legislative Adfans
Legistative Audit .
Court System

Highway Supply

Nissaghborhood Youth Corps

Feachers

Othie ™"

Total

Inehividual Incomae Tax
Corporation Tax
Property Tax .

Uosaness License

O & Gas Production Tax
Highway Fuel Tax
Alcohiol Tax

Sehool Tax

Motor Veh ole Plates
Motor Frewght Carrer

Chther Sourees
bubtotal

Fish & Game Licenses

loterost

Total Rewvenues,

2,821
3,622
1,260
1,626
5,110
12,239
3,652
1,217

.......... 724

2,240
5,052
3.080
13,5687
16,941
520

168
2,135

2,074

249°

10,852 °°

16,990

a107,755

S 64,251
9,590
1,674
7,65

22,095
12,659
6,045
1,730
6,998
Ju1
16,00H

149,080
2.937
A0,616

192,634

3,324
4,295
1,673
2,043
5,235
14,576
4,714
1.593
824
2,747
6,291
411
17,094
19,001
552

156 °

1,561°

1,222
249
3,837

2,269

131,019

S125,193
2H, 042
17,813
11,339
27,558
16,821

1,436
2,400
8,6.31
619
14,567
2h7.43

3. 140
35,318

295,895

415°
|El,|1{J|]‘
17,548

S 2328
3,694
1,927
2,210
3,263

18,047
5,368
1,794

929
3,367
6,330
5,954
19,272
20,294
G602
GA9
4,941
207°
1,425
338
4,370
2,594
1,259
17,614

25,332

5154,192

S 2516
3,968
2,090
2,468
3,255

19,607
5,134
2,019
1,021
3,752
6,324
G,410
20,744
19,548
629
789
5,838
805
1.275
381
4,751
2,740
1,307
17,291
29,095

$163,747

S 3,580
5,061
2,717
3,127
3,658

24,790
7,318
2,531
1,403
4,614
8,257
8,930

25,985

24,821

759
1,134
8,935
878
1,375
472
6,033
3,971
1,375
15,750
33,324

5200,748

N.A.

525,101
5,14/
1,614
8,400
/,208
2.812
1,610

2017
H20)
b

3 124
H6,42¢
243
10,446

567,118

$33,693
8,032
69
14,701
7.626
H, 701
1,774
260
1,808
LY
3,925
/17,651
318
6,107

284,076

+ 34.2
+ 56.0
- 958.7
5.1
2.8
1102.7
+ 101
t 20.7
1204
20.5
I 14.6
t 37.6

¢ 30,7
- 41,5

25.3

5,272
7,337
3,403
3,733
4813
29,176
9,635
3,654
1,709
5,322
11,068
11,920
31,623
30,678
353"
1,689
6,631
1,252
2,128
799
7,397
4,486
2,176
10,901 "

N.A,
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WAGE AND
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Botheli . wmvusi ita paivaa 25
Falrhanks oo s iae vae 1,101
1T (571U [ SNY Ry g 576
IEtehIED: 2 o Sl i e 5G7
Kenai - Cook Inlet ........ 499
Kodlal. wuirivisy eryaan e 284
OB " s St N et doam b 136
T O RN AR 281
Wrangell - Petersburg . . . . 189
Other Areas . ...c.vvvnnnn 800

fotal JGestistins ot dos 8,076
Anchorage . .. $37.858
BUPFDWY i ipa o) kg g 2
BREL vusd i T T 156
Fairbanks 11,809
JUNGAN ¢ 2 aia 0 lanban siem os 5,670
Katehllean: .o i wameansn 5,327
] AR i RS o 5,342
2 [T | i e e R 2,953
LT L) T [T,y 1,399
Sitka .. e 2,338
Wranqgell - Petersbuig 1,748
Other Arcas 6,535

Total ... $81,137

SALARY PAYM

3,845

25
1,197
763
594
579
340
151
293
218
937

8,955

345,871
2

241
13,270
7,268
6,018
6,632
3,922
1,699
2,715
2,222
9,117

$98,977

4,349
19
44

1,191

931
672
673
360
124
293
240
1,092

9,988

$ 55,912
130
353

15,159
8,547
6,785
7,612
4,008
1,460
3,020
2,41
10,879

$116,380

4,786 5,257
106 272
53 79
1,155 1,496
836 850
752 788
G677 674
382 394
149 164
302 304
265 289
1,132 1,027
10,575 11,594

S 62,386

5 65,376

734 2,363
456 526
16,194 16,407
8,131 8,963
7,394 8,030
7,755 8,206
3,937 4,676
1,629 2,185
3,189 2034
2,699 2,956
12,940 15,192
§127.,343 $137,514
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10.446

567,118

3,968
2,090
2,468
3,256
19,507
5,134
2,019
1,021
3,752
6,324
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Minutes of Workshop of State Investment Advisory Committee,
held on November 16, 1976, in the conference room, Department of
Revenue, 509 West 3rd Avenue.

In attendance weare:

Exric Wohlforth

Dennis Waldock

Jamie Love

Dr. Charles Logsdon

Jim Edenso

Commissioner Sterling Gallagher
Mr. Jim Rhode

and others

The meeting was specifically called to consider the structure
of the entity to be developed by legislative enactment for
administraticn of the Permanent Fund.

1. Dr. Logsdon read a paper which outlinel certain
issues to be counsidered in developing a suggested structure.
He noted that the.re should be accountabiliily 5f the board
or boards, but that tlz boards should be free from political
pressure groups. He suggested initially a board structure
with the Legislature sitting as the primary board to consider
policy. In addition, he mentioned the desirability of a "secondary
board" also to determine policy matters and a executive board to
administer the specific investment programs. The issue whether
the structure should be within or outside of state government was
discussed, and it was noted that a structure developed outside of
the existing state government would insulate the administration
of the fund from political change through elections. The
question of management of the fund and where operating money
is to come from was discussed. Under this heading the question
of either direct appropriation by the Legislature or permitted
use of fund income for operating expenses was noted.

2. The suggestion of a policy board along the lines
of the Price Waterhouse suggestion of a citizens board was
rejected since such a policy board, it was felt, would have
too little power and oversight function. It was noted that
there should be a separation of policy and line functions
in that the ILegislature was a policy making board in fact.




Mr. Gallagher noted the World Bank policy of sector analysis

in making loan determinations. Mr. Love noted the desirability
of two boards below the Legislature which would provide in

his view both double accountability and a proper check and
balance.

3. It was determined that there should be a closer
examination of the existin~ state loan programs, such as the
Veteran's Loan Program, thc Tourism Loan Program, the Small
Business Loan Program and .. evaluation of the effectiveness
of these programs. There were queries as to the existing
manage:ent structure of state loan programs.

4. After considerable discussion, it was determined
that there should be a policy committee, composed of two legi-
slative members, two cabinet officers and seven members of
the public. The policy committee would be Alaska residents,
appointed by the Governor, subject to legislative confirmation,
if this is constitutional. All the members would serve four-
year terms (initially staggered), and would be removable for
cause. The functions of the policy commitlee were outlined
as follows:

(a) to perform sectoral analyses in areas of the
Alaska economny .

(b) to provide financial audit and operational
analysis as well as program evaluation.

(c) to provide an annual report to the Legislature
and to the public.

(d) to provide for an annual budget of the opera-
tions of the fund.

(e) it was not decided, but suggested, that the
policy committee have loan approval authority over loaus
of certain amounts.

(£) the policy committee should develop a program
for its subsidiary management bhoard.

5. The policy committee should hire and fire
the chief operating officer. It was suggested that the chair-
man of the board who would be elected by the hoarxd itself,
possibly have a specific staff to perform sectoral analyses.



6. It was further determined that there should he
an in-house staff developed with minimal reliance on outside
staff.

7. The management board and its composition were
next discussed and it was determined after much discussion
that the manacement board should numbex five including the
chief operating officer, and the four other members should
be appointed by the policy board. The management board would
meet perhaps as infrequently as every two weeks. It was
determined that a policy noavd m:mber should not sit on the
managzmant board and the two cantities would be distinct and
separate. The function of the management board would be approval
cf loans or investments. It would further exercise loan evalua-
tion and supervision.

8. It was determined that the term "investments"
meant marketable money market instruments and that loans con-
stituted everything else.

9. The chief operating officer who would sit on the
management board would have complete control of the hiring
of staff and the setting of salaries. The staff would have
at least four secparate functions which would include a) internal
audit, b) post audit, c) dishursement and, d) loan supervision.

It was recognized al the meeting that the tentative
structure suggestions were made in the context of a development
bank type propecsal. At the end of the meeting Mr. Iove suggested
that the next meeting should concentrate on the necessity or
desirability of regionalization of the fund, that is whether
regional institutions should be established by legislation to
promote or veto loans within the particular arca of the region.
Mr. Wohlforth mentioned that in his view, the activity of the
permanent fund board should be directed through existing political
institutions in Alaska as far as possible. lle noted distinction
between public loan programs where there perhaps should be
complete control and approval at the local level, and private
development loan programs where such local control might or
might not be desirable.




STATE INVESTMENT ADVISORY COMMTTTEE
MINUTES
August 26, 1976
Anchorage, Alaska

Chairman Robert McFarland called the meeting to order at approximately 9:30 a.m.
on August 26, 1976, in the Court Building at Anchorage, Alaska.

Original Members present were:

Mr. Robert McFarland, First Federal SAvings & Loan, Anchorage
Mr. Dennis Waldock, Foster & Marshall, Anchorage
Mr. Eric Wohlforth, Attorney at Law, Anchorage

Absent Members:

Andrew Warwick, Commissioner, Department of Administration
Langhorne Motley, Commissioner, Department of Commerce
Senator John Butrovich, Fairbanks

Senator Jalmar Kerttula, Palmer

Representative Hugh Malone

Representative Richard Urion

New Members present:

Dr. Logsdon, Associate Director, Agricultural Experiment Station,
University of Alaska, Palmer
Jim Edenso, Deputy Commissioner, Department of Revenue
Robert Barnes, President, Alaska State Bank, Anchorage
Mr. Martin Pihl, Vice President and Comptroller, Ketchikan Pulp Company, Ketchikan
Mr. Robert Thorstensen, Petersburg Fisheries, Inc., Petersbi~
Representative Clark Gruening, Anchorage
Representative Joe McKinnon representing Jamie Love, Anchorage
Mrs. Lanie Flelscher, Anchorage
Ar. Ms. Dona Lehr representing Bob LeResche, Dirc tor, Policy Development & Planning

New Members appointed but absent at the meeting:

Mr. Jamie Love

Mr. Emil). Notti, Presldent Alaska Native Foundatlon, Anchorage
Senator John Sackett

Others present were:

Mr. Vince Wright, Research Section, Department of Revenue
Bob Richards, Alaska Pacific Bank. Anchorage

Kenneth Butler, White Weld & Co., Inc.

Peter McDowell, Price Waterhouse, Inc.

Dan Regls, Price Waterhouse, Inc.

Jim Rhodes

Advisee:

Sterling Gallagher, Commissicuner, Department of Revenue
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Mr. Gallagher: The Governor has given me a letter outlining the things he would

would like the State Investment Advisory Committee to do in developing a Permanent
Fund. We have copies of that letter here and I will pass them out to you. Briefly,
the Governor stated five items for consideration: One, preliminary work necessary
to establish a permanent fund; two, the estimated size of the permanent fund;

three, policy concerning the investment goals of the permanent fund; four, manage-
ment and organization of the permanent fund; five, State and public interest in the
permanent fund.

"The permanent fund will be a very visible entity to the Alaskan public. The
purpose of the permanent fund is to preserve a legacy for future generations of
Alaskans and still provide immediate benefits to the present Alaskans., I ask that
the Division of Policy Development and Planning be placed specifically in charge of
proposing means of developing such a concept. I envision this entity to be similar
to a corporation owned by all Alaskans which would receive a dividend paild out of
the earnings of the permanent fund. While I realize that there are potentially
many problems with this idea I would like the SIAC to consider not only the develop-
mental aspects of the permanent fund but to also consider how to best and most
directly provide tangible benefits to Alaskans."

Mr. idenso: I will pass this letter out to each of you. It is an important
strtement by the Governor and gives an ouv:line of ideas and concerns, and a basis
from which to start.

Mr. McFarland: Mr. Rhodes, do you want to introduce the consultants?

Mr. Rhodes: We expect as much as $2 billion to be in the permanent fund within
a decade, and we could be talking money on the order of $20 billion. This is a
vast sum of money and could be used in new ways, apart from the regular budget of the
State, That is why I believe the permanent fund will be the most important change
in Alaska since Statehood. With so much at stake we have given extra thought and
pains in sellecting consultants.

For the basic data on the Alaska economy, and the events and limits of changing
it, our unanimous choice was Bob Richards, economist and senior officer of Alaska
Pacific Bank,

Secondly, you will need information on the financial techniques that could be
used by the fund, Here, our joint choice was White Weld and Company, Inc. of
New York. White Weld is the sixth largest investment banking house in the United
States, Internationally they rank first among the American firms in this field.
They have sent four men to be with us today.

Mr. Ted Swick, senior vice president in the public tax exempt portion of the
firm; Mr., Ken Butler, first vice president of the San Francisco office; Mr. Paul
Downey, senior vice president for corporate finance, aational and multi-national,
based in New York; and Mr.Charles Furmin, specializing in Overseas businesn finance,
Mr. Furmin has been involved with the apecial oil revenue fund of the Republic of
Venezuela,

For the question of how to organize the fund we are considering the firm of
Price Waterhouse of New York, Mr, Peter McDowell 1s a full partner of the firm
which is based in New York, For the past two years he has been dealing with the
organizational problems of the World Bank and Development Banks in a number of
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countries. 1 think Mr. McDowell has to be unique among New York consultants because
he grew up in Alaska, has a vacation home in the state, and returns every year.
With him is Mr. Dan Reiches who heads the Price Waterhouse office in Anchorage.

A fourth need for the Committee is to identify the best prospects for develop-
ment bonds in the State. WNo final decision has been reached on whether or not these
firms would be able to come to grips with the problems or whether more specialized
help is going to be necessary.

Mr. Edenso: Vince Wright is from the research area of the Department of Revenue
21d has prepared some numbers for the Committee, He will also talk from a chart, a
forecast of the amounts in dollars to be received or put into the permanent fund.

Mr. Wright: First, let me stress these numbers are preliminary, there arc
many variables to consider. I am projecting numbers such as prices, the oil market
for oil, tariff rates, etc. As many of you know, the State is currently discussing
with FEA what the future might be with respect to the price of oil. I believe in
April of 1977 the President wil. make a decision relative to the price of Alaskan
crude.

These particular figures are based on our March 3 computer run. On the first
page, first column you will see that each figure represents the revenue that is
subject to the permanent fund contribution. The amendment itself says, royalties,
bonuses, mineral leases, and federal royalties, so the first column represents the
total with respect to those items.

The second column is 25% of the first column. The amendment also states that
at least 257 of these items will be devoted to the permanen fund. The third column
is simply the accumulative balance. So, when we look at this permanent fund stream,
we are talking roughly $2 billion.

I would like to direct your attention to the second page. Each one of these
items, State oil royalties, State gas royalties, mineral lease royalties, bonus
sales, are items that are subject to the permanent fund. The State oll royalty
picture 18 the most significant at this point in time. The first column represents
the total State royalties we expect to get up to the year 1985. We've simply added
all those columns to derive our total revenue column., That total revenue is
$41.6 million, It is 25% of this amount that is subject to the permanent fund. 't
is a minimum figure--just income. It 18 also assum..'g the gas line by 1985.

Mr. Gallagher: Also, Vince, 1976 is over so you can't fit any money into it.
1977 will be three quarters over before the permanent fund is really established.
On the federa'® royalty item you can expect it to be much larger in the future, or
at least the announcement a few days ago by the Interior Department sald that when
thev develop the PET #4 that would be included on some sort of sharing basis.

Mr. Wright: On the third page cf the haadout, or the assumption that these
figures are based on, the tariff rates, that includes the pipeline tariff itself,
the tanker tariff and a tariff that represents the transfer of oll from Pad /5 to
Pad #3, or from the West Coast to Texas. We subtract out the tariff rate from the
refinery price and derive our wellhead value. Based on the wellhead value is how
we compute our royalties., The third item is the throughput forecast as of March 3,
and the fourth item is the cost factor.

We've also assumed an inflationary rate here, which is ver~ conservative
in nature. These figures are what we call current dollar terms, not constant dollar
terms. We will be updating these figures periodically.

“Foe
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Mr. Gallagher: These runs depend on surplus we have on the west coast which
ig a fluctuating number, between 300,000 barrels and 800,000 barrels. The current
Federal law stands that oil will have to stand a shipping char je of approximately
$2.20 to the midwest, so that is a significant factor. It 1s just how large that
surplus will be.

Mr. Wright: Are there any questions at this point?

Mr. Wohlforth: Are these new figures from the last run? When do we get to
the 1.2 million? 1Is this tariff to Los Angeles?

Mr. Gallagher: That is the last run. We will get to the 1.2 million barrels
per day in November 1977. The tariff is to the West Coast. The FEA says they're
going to freeze the index until November and start releasing it upwards after that.
So our current price is frozen until then. The best estimates I have, in talking
with the FEA last week, 1s that we will get a replacement price for cil. Currently
it is $12.80 for Saudi crude in the west coast.

Mr. McKinnon: Is that 7.8 billion figure based on the current Alyeska
estimates?

Mr, Wright: Yes, it is. We realize, of course, that it might be revised
upward very shortly.

Mr. Gallagher: There is a formula I've worked out -- adjusted by another
800 million, I think it is somewhere around $0.20.

Mr. McKinnon: But every 800 million increase in the cost of lime will raise
the tariff $0.207

Mr. Gallagher: No, I said 800 million. What you're seeing is almost a
$10 billion; a $7.8 billion pipeline, that is capitalized interest of $1.5 billion,
and that is $9.3 billion, and it will probably be $10 billion before it's over.

Mr. McKinnon: That is assuming all costs are allowed as a part of the tariff?

Mr. Gallagher: Yes, we're pretty sure that they will allow capitalized interest,
that is pretty standard. So the valuation will probably be around $10 billion. You
will notice that the wellhead value drops in 1979, that is because of the surplus on
the west coast. As the oil starts up, the first 69,000 barrels a day could all be
used on the west coast under the Department of Revenue's estimate; in November they
go to 1,2 million barrels. Even at tha® the west coast could use it until about
May of 1978. At that point we will have to start puttirg it through the Panama
Canal in 55,000 ton tankers.

Once they do that the cost to the west coast will go from $0.75 to $2.20 over
to Pad #3, where we are estimating 50C,000 barrels right now. We are replacing
three crudes off the west coast. Saudi, Iran and Equador, 500,000 barrels is the
total of those three crudes. That is why the numbec is averaged down in the following
year, We don't think the Sohio Pipeline will be rcady by that time, but we're hoping
it will be.

Mr. Rhodes: Have you made any estimates of what would happen if that part of
Alaskan crude that was surplus on the west coast ......

Mr. Gallagher: The tariff wouldn't be any greater than $0.75, so we would

i
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save $1.40 on 500,000 barrels a day. It is very much in our interest to get it.

Mr. Gruening: What is the possibility of the presidential and conventional
regulation of this price?

Mr. Gallagher: Like I said, we met with FEA. With President Ford, I'm sure
we could get a replacement cost. I hear rumblings from ZTongress that it could slip
over to the Democratic president, if Mr. Carter 1is elecred.

I'm not too hopeful that the other fields up there will be produced until we
get a higher price. We're estimating 1,000 barrels a day to be the breakeven point
on a well in the Prudhoe area. Lisburne doesn't make it into that criteria because
it is a pack formation, a limestone formation, and it's very hard to draw out. We
are expecting Kaparik to produce at that price, so that is probably 170 barrels a
day. We also thfnk we could get a price break on two or three of the fields in
the Cook Inlet area.

We're sending the data on all the fields in Cook Inlet and may, by regulation,
accep: Lwo or three of the fields because of the economic limit. There is one, I
forget which one it 1s, that is within two years of shutdown. To give an estimate,
Cook Inlet is 190 barrels a day right now, and by getting a higher price, that
would drop it down to 50 barrels a day. That would give that field probably another
six or seven years.

Mr. Pihl: 1Is the thought to accept the cost -- the actual cost of the line,
whatever it is?

Mr. Gallagher: No. The idea is to go back in and throw out some. Let's put
it this way, we use some of the cost if there are things rthat were due to mismanage-
ment, things they could have foreseen, that sort of thing, The ICC formula has
never been reviewed since the late 1930's. We are interpleader in a case before the
ICC to review the whole.

Mr. Edenso: I'm not sure if all of you people really understand how tariff
rates are established, or how you arrive at a wellhead value, and the different
variables that go into it. We need some explanation on it.

Mr. Gallagher: Perhaps I could explain it -- how we get through to 1979.
Replacement cost is the price of our barrel of oil, that when it comes on to the
west coast, replaces someone else's oil. We're talking now about the different types
of oil.

There is Indonesia coming on to the west coast and our oil is not substitutable
for Indonesian oll because of the sulfer content. The sulfer content in Indonesian
oil is very mucy like Cook Inlet, .04 to .08 sulfer. It is the same weight and
value as Alberta crude -- very high value crude. Prudhoe oil 1s a higher sulfer
crude, 1.08% sulfer. That is very much like Saudi Arabia, which 1is almost exactly
the same weight as Prudhoe oil.

There is a price differential on the west coast for Saudi crude and Indonesian
crude, because the sulfer difference is about $0.40 a barrel for replacement barrel.
So let's say the Saudi crude for Prudhoe, which is a replacement barrel is $12.80,
We think this price will raise -- lower the world rate of inflation by 1/2 of 1X,

Let's define what we think the world rate of inflation is, Germany, Japan,
and the United States combined, rate of Inflation, and we think OPAC will try to
move that to their price of oil and keep it at that price,
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Presently Saudi crude delivered to the west coast, comes to $12.80;
Indonesia is about $3.20, there is a weight differential.

Tanker rates are between $0.49 and $0.75. We have that price range presently,
and we're talking about 600,000 barrels a day. The price at Valdez is $12.05.
But our taxes and royalties are not based on that price but a value back at the
wellhead.

The tariff has fixed and variable costs. Fixed cost is depreciation and
interest, and thiugs like that and never changes, but some of the operating costs
vary conslderably because of additiovnal pump station. The first year, at 600,000
barrels a day, the tariff is going to be about $5.25; that is the first barrels
that roll down the pipeline about next July. The first barrel out of the tap next
year, we'll probably get $6.70 for it. That is July 1977. The next year when it
starts pumping at 1.2 million, this figure will inflate by about 6%. I think the
tariff at that point will be probably around $4.00. The wellhead at that time
will be $9.35.

There 1s one caveat though. At this point only 500,000 to 700,000 barrels a
day to be taken to the west coast, there is a difference of $2.20; so you subtract
another $0.70 you get an average wellhead price of about $8.65 in the following year.

So that is how we spin off the taxes and royalties. That gives a pretty good
idea of the tariffs we're looking at in the next two immediate years. It is very
important to get an additional refining capacity on the west coast.

Mr. Pihl: I take it you are basing this upon the assumption that the pipeline
1s going to be finished on schedule?

Mr. Gallagher: Yes. I work with Alyeska all the time and they give me theilr
data, I always want to bellieve them, and then *they changc the numbers.

Mr. Pihl: Do you have any credence In the New York analysists estimating the
pipeline is going to be delayed about a year to a year and a half?

Mr. Gallagher: No, not at this point. 1 have nothing to indicate it, Yester-
day I got a delay in shutting down some of the camps. They're going te shut them
down a month later. They have some parts of the line hydrosonically tested which
they're doing this summer. 1 will know by January.

Mr. McFarland: At this time we could ask Mr. Butler to report on the work
they have been doing.

Mr. Edenso: Mr., Butler and White Weld have been working on investigating
other permanent funds. There is a Texas permanent fund, an Alberta permanent fund,
and others and they've been investigating and looking at these funds to see what
kind of organization they have, what kind of structure, how they are put together,
what size they are, and those types of questions. I think they can give us a report
on what they've found, and possibly answer some questions any of you might have.

Mr. Butler: We are more or less feeling our way into this because we don'®
know just which way the Committee sees fit to go. But one of the first funds we've
had verbal communications with and extreme data, has been the Alberta Savings Trust
Fund, recently instigated by the Province of Alberta. This particular fund looked
more similar to the Alaska Permanent Fund idea than uost of the other. That Fund




is financed essentially, exclusively from oil rentals, royalties, lease payments. So
since that fund was established with essentially, monies from non-renewable natuvral
resources, namely oil, that they do want to create a permanent fund to diversify and
strengthen the economy, and they have what sounds like some of the same types of
goals that you do, we have looked into that one to a certain extent.

/8 of this month they transferred from the general fund, $1.5 billion in assets.
That is not currency or government securities. I believe some of it is land and
other assets, but the total value was $1.5 billion and the fund is now operational.
It only became effective last May as far as legislation goes, so they have not yet
made any loans or done any development work, but they have their enabling legis-
lat’on and have the funds transferred.

Generally, they are tr:nsferring 30% of the funds that flow from the non-
renewable resources Into this fund. They have restrictions as to how much could be
used for non-income producing loans, how much can be used for capital development
and capital resources.

We could go into more detail but I think it might be a little premature. Just
to give you an idea, it is 30% of the funds ccming from non-renewable resource
revenues. The total transferred to date from previous Income of those sources is
$1.5 billion. We have copies of the exact legislation that we could provide you
with, given a little time, We have access to some of the discourse that went on
at the legislative level which might be applicable as it is based on a lot of the
same assumptions.

We also looked at the Texas University System Permanent Fund. That fund was
originally established in the 1800's when Texas was still a republic and came through
into statehood.

Basically, that 1- the income received from approximately one million acres of
larnd where there is cattle grazing rights leased out and o1l extracted from under
the ground, That fund is strictly for capital buildings for the University of
Texas -- expansion of the phyaical plant. T don't believe it can be used for any-
thing other than that. It is extremely restrictive. The principal cannot be
committed or touched in any way. If they sell any securities they have to have
income trom the earnings of the funds 1.5 times the interest cost on the securities,
Let's say they borrowed money at 7% -- $20 million or so, they have to have that
covered by earnings from the fund 1.5 times before they can do it.

We have access to their legislation also, Lf that would be of interest to
the conmittee, Those bonds, whenever they borrow in the debt market, they are
rated AAA, and are considered one of the highest credits in the market.

Another area we have looked at to a certain extent is the Government Development
Bank in Puerto Rico. They have raised funds for a great variety of things in the
Commonwealth of Puerto Rico. Telephones, highway construction, developments of
business, etc. Thelr source of funds, though, are atrictly going to the caplital
markets. It Is not funded in any way from resources, non-renewable or otherwise,
revenue, royalties, taxes, so to that extent it is not at all similar to what
might be levelopfng in Alaska. They just go out and borrow and to a certaln extent
they guarantee or partially guarantee the securities, depending on the exact details
of {t.

They have raised, over the years, well into billions of dollars of funds for
these various purposes and are secured by the revenues of some of these -- they
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build a tow road, a sewer system, or expand the telephone capabilities. In other
cases, the general obligation of the Commonwealth itself.

The State of Pennsylvania is another area we've looked at to date.
Pennsylvania has an authority called the Industrial Development Authority for the
State of Pennsylvania, which has over the years helped business to expand in
Pennsylvania, disbursing some $900 billion, helping to create an additional 166,000
jobs in the state over the same period.

That was started by the State general fund making an initial appropriation
a few years ago in chunks of $30 million at one time, and some more later. This
was all through loans -- developmental loans to business firms. They have income
from the repayment of those loans from which they make new loans. The loans are
intelligently made to businesses that have a chance of making profits, and it is
rather self-supporting. They haven't had to appropriate additional monies from
the general fund to expand the program.

So, properly done, this might be a consideration, where at some point, the
permanent fund would set aside a chunk of money and make loans to business -- of the
type that would diversify and strengthen the economy.

We have also talked with British Columbia. They have done similar in the
developmental area, but they have not created a development fund or a permanent fund.
They have helped ride out the general revenues of the Province, businesses that are
not able to pay for themselves., This has been largely in ferries, railroad, trans-
portation areas, and is just a political decision that they make at the time.

They are helping them to develop further in some cases and just carry on normal
operations, but {t 18 not a separate fund, just an appropriation made each year.

There are other areas out of th: country -- in other parts of the world --
Venezuela -- taken from the World Bank. It is my initial feeling that you would
want to explore everything that has happened in this area throughout the world, but
we should make mutual decisions as to which of these would make :ense.

I wenld be happy to try to answer any questlons.

Mrs. Flelacher: Did you look at Norway?

Mr. Butler: The government of Norway has set up a Crown 011 Corporation and
they have a number of development programs that have been managed by the state,
but they are a part of the regular budget, however, I'm not aware of any permanent
fund or special account being set aside.

Mr. Gallagher: They sound 1llke they are going to get into the business of a
permanent fund.

Mr. Wohlforth: Has your work been involved in any of the other Canadian
provinces who has an industrial development corporation?

Mr. Gallagher: Are you talking about the hydroelectric?

Mr. Wohlfnrih; No. The Quebec Industrial Developmeat Assistance Act. Mr. '
Rhodes and I have worked to some extent on the legislative effort this session
which is patterned on that to some degroee.
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Mr. Rutler: We are aware, partly through Jim, of the existance of that one.
We have not. investigated it as yet, but we will be happy to do so.

Member: There is nothing comparable in any of the provinces to what Alberta
has done, even by way of contemplation. Saskatchewan has given some consideration
of this. Thelr source is more potash than oil, but a lot of the provinces and a
lot of the other countries have set up industrial development banks at one time or
another, uaing sources such as this,

Mr. Wohlforth: I think we are talking about two things. One is a fund which
is a little bit atypical, there are not that many of them. 7Tue other is the concept
of what kind of structure. Is it a development loan bank structure, 1s it something
more typically Lower 48 development authority development that you mentioned, 1is it
international finance corpuration? At some point I hope the committee would get a
clear outline on paper of at least the basic nature of what's happened throughout
the world in these areas. T'm sure we will hear more on it today in relation to
the World Bank and the IFC. It's easy to get mixed up talking in this area.

Mr. Butler: Very much so. There are probably some good and bad points in
each of these types of endeavors. One thing, we were talking very briefly with
Moody's Investor Scrvices the other day and they wanted to know if this was a
"true permanent fund" or a "development fund". In their eyes a permanent fund is
like the Texas permanent fund where principal is to be there permanently and
never risked, pledged, or guaranteed, and the income used in a very restrictive
way. They don't need to know this immediately, but it will make a lot of difference
in those kinds of decisions, how to proceed, etc. Obviously these are some of the
very things the Committee 1s going to be involved in and concerned with,

iffr. Gallagher: That question really goes to quality of the earnings and not
quality of the assets. The quality of the earnings and not so much where you
invest it,

Mr. Butler: No, that's true. But what they were alluding to is the principal
might vary, or parts of it might be committed at some point in time. That would
not be a "permanent fund" by a strict definition, it is more nf a development fund.
They were critical at that point, but it is one which should be considered.

Mr. Edenso: I think Mr. McDowell of Price Waterhouse would like to talk a bit
about some of their ideas.

Mr. McDowell: The potential participation of our firm arose rather informally.
My own responsibilities have included the base and residence in Washinjton to work
very closely with the World Bank, the Inter-American Developme:.t Bank, and virtually
all of the other development institutions throughout the world. There 18, in most,
if not all, developing countries today, at least one development institution.

They are all generally sponsored by the World Bank or one of the other major
regional banks. They are structured in a certain way, and tend to meet some of
the needs that the Governor's letter and other background I['ve had, exists here.
There seems to be a cummercial banking structure strong enough in Alaska to provide
for most or all of the short term credit needs. The State itself, through its
capacity for debt, or for revenue, probably has reasonable resource to take care of
very, very long term flnance of intrastructure, hydroelectric projections or high-
ways, those which we would normally define as a government responsibility, but which
are necessary ingredlents for development.

=,




P T e TS

There i1s not, however, probably any great provision for medium term capital.
If you wish to see the State develop business and industrial strength and yet meet
other objectives, that is probably a necessity. There 1is probably a requirement

for quite a few businesses that need 15 year loans, where maybe they could get five
over here, and maybe a project could be handled at fifty over there, but what do we
do with the fellow that needs 15 or ten, seven, or even twenty. This is the
questions I raised to Jim. T .sed him what kind of structure is this and he thought

there probably was a gap, and it sounds from the Governor's letter, that there
probably is.

Then, 1f we draw parallels with the international scene, of what is occurring
in developing countriss, Most of them have a commercial banking network., it may be
First National City Bauk or Chase or Bank of America, or maybe a local bauk, but they
have adequate networks in almost every country. The government itself could borrow the
long term capital. They could go to World Bank and get a fifty year loan with twenty
years grace, a very poor country, perhaps at no interest, to build a hydroelectric

dam. It is the secondary investment where they have a gap. In that instance they

have developed finance companies at the urging of many of the international banks.

It fills a need in those countries which may reflect a similar need here.

I feel we have a great deal of experience in the general area of development
banking, among other fields. T happen to personally possess some of the experience
in the firm and I would like to be regarded as a resource to the group and to make

our skills available as necessary.

Mr. Gruening: Where do we get that long term money at no I nterest?

Mr. McDowell: I think your per capita income might be a little high.

Mr., Gruening: What is a medium term loan? Would that include home loans?

Mr. McDowell: Not in the normal context. It might include housing loans, but
it might be for housing as a project, not as a normal single family owned home that
we think of. It depends on the country. There really is a substantial variation.
Most countries do not havea well developed savings and loan industry, but several do;
whether the government runs the savings banks or commercial. Quite often they meet
that need as we define it for homes through a part of the commercial banking system.

Mr. Gallagher: How do the countries go about trying to insulate the long term
funds from political influence?

Mr. McDowell: There are several characterlstics in the development bank model
that helps prevent this, None of them are insulated completely, obviously, from the
politics of the country. First is the establishment of a separate institution.

The governnent owns the stock in most cases but it 1s set up as a separate corporation.

Second, there is a semi-independent board appolnted by a variety of means.
Often they will have a double board structure. First there will be a Board of
Governors which is the policy making group that represents the members, in the case
of an international bank that is owned by various countries, or it represents the
constituencies within a particular country or region. Ti.°n there is a Board of
Executive Directors, who actually carry out the day-to-day operaiinns of the
institutions.

The model, again, is the World Bank. The executive directors represcnt each
of the countries and meet once or twice a week., They pass the final proof on all
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loans and spend the rest of the week studying the documents concerning those loans
that have been submitted to them by the staff.

The third procedure is that there are very well defined project selection and
evaluation, criteria rules, procedures, and systems in the development banks. Again,
they have been refined over the last 25 years or so by the World Bank, but the trend
of techniques they use are quite well documented and quite well known and implies
that a project goes through several levels of screening. It also implies that it
goes through a significant amount of analysis as to all of its effects, as well

as the potential return on investment before it ever gets to the Board.

Mr. Wohlforth: There was a massive study three or four years ago on the World
Bank and it is really instructive reading. One of the impressive things about the
World Bank is that they are a very tough lender. A lot of the under-developed
countries went through a lot of agony before they got their loans, and some didn't.

If it wasn't a successful act it originates from the fact that they were a tough
lender, and still are,

Mr. McDowell: The projects are extremely well analyzed and documented. There
is no default of any kind in their repayment records, after twenty some years. They
have a lot of leverage with the countries because they could cut off any country that
doesn't repay, but still, they do a good job. They are a beaurocracy. They have
6,000 people in Washington running this, their administrative costs are not unreason-
able relative to their lending program, which was $6 billion this year. They have
also served as a model for 200 to 300 other institutions around the world.

Mr. Gallagher:

Pete, will you go into how they use a soft loan program versus
a hard program.

There are different qualifications for each, I think.

Mr. McDowell: Within the World Bank there are four lending programs. One is
at zero rate of interest, one at 4.5%, one at 9%, and the fourth program 1is equity
investments and loans to strictly private enterprise in developing countries. That
ig called the Internat’ uaal Finance Corporation. The other three are all part of
the World Bank itself, with different technical names, but they use the same staff.

In sectors where the payoff on a loan is softer, such as a rural development,
or agriculture development, the best objective is to raise the per capita income of
the farmers. If it is in a country which has a very low ability to pay, they are
normally on a low per capita distribution of income, which means there aren't that
many wealthy people either. There just isn't any type of money, therefore, they
can't afford to pay 4% or 8%, then they will give out these soft loan programs.

I wouldn't say sternly that the standards for evaluation of the project are any
different, I think they are just as tough as they carry it through, it is just that
they don't expect a rural development loan to earn the same rate of return or fore-
cast the same rate of return as you would for a hydroelectric project, wherein you're
going to generate electricity which you are going to sell to users, and which has a
very definitive financial picture. It is quite easy to project what is going to
happen with one of those projects but it 1is quite diffifrult to project what 1is

golng to happen to 300,000 small farmers with less than an acre of land.

So the sume institution, the same people, can get into a variety of soft to
hard lending programs. Again, I cdon't think their standards of evaluatlon vary, but
their standards of expected return are certainly varied. You might differentiate

Alaka, for example, among fisheries, forest products, petroleum, manufacturing --
perhaps six different sectors for the development institution to consider. You may
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well expect six different returns and consider @ subsidy of interest on certain
of these things.

Mrs, Lehr: In the literature on the World Bank, there was some discussion
of the policies of the toughness of the World Bank and the potential real atd
imagined problems of this toughness and the policies of influencing the internal
work, or the policy that the govermment of any particular country might have. Do
you see any relevance of that experience for Alaska?

Mr. McDowell: They are an international institution and they hold this sacred.
They try not to be influenced more than proportionally by any one country. But they
do meddle in the internal affairs of all of their member countries; they do it
deliberately and they do it on the basis of their hope in believing they are doing
right in helping the countries. They go in and insist upon taxation programs,
subsidization programs, price control programs. They will put in as a condition of
the Toan that the government or country change the way it does something, which could
be vieved as a purely internal matter.

They are fairly unique in that way. They are like the United Nations, although
are a little more subtle about it, but they still interfere with iniernal country
affairs, Depending on who your borrowers were, a development institution in Alaska
could have the same power. In trying to help a particular organization, your people
will want to go in and make a few suggestions that are conditional -- the granting
of the loan is conditional upon certain things. However, I don't see that being too
much different from the regular commerclal bank. It acts as advisor in certain
capacities.

Mr. Gruening: That railses an interesting question -- the political control of
the permanent fund. I think we've been talking about the areas and types of loans
but as far as a political structure I think the World Bank has made that a good
example. I hope ultimately we have more political control, not in how the loans are
administered, but ultimately the strategy. Therc has to be some fixation of political
control. In other words, at some point we have to look at what the governing body
would be. 1 assume it is an executive function but it could be set up as an inde-
pendent corporation.

Mr. McDowell: Which the second tier of the {nsritutions are, independent
corporations, stock owned by the government, but it 1s incorporated under the laws
of the country, or in this case, the State, Clearly, it has officers, directors who
are elected by the shareholder while they are appointed by the State government.

But I think you might want to look at several alternatives with the board structures;
one tier, two tier representative of various groups. All the World Bank has 1is a
voard that represents its members, its owners. Each owner has the right to elect a
certain portion of a director.

Mr. Gruening: According to the money invested?

Mr. McDowell; Essentially. Their voting power on the loans is also a pro-
portion of the investment. Again, you're talking about beneficial ownere, at this
time would be all the people of the state but perhaps there is some political way to
come up with the proportionality of voting or directors that would be represented.

Mg. Lehr: Represented?




Mr. Edenso: I think Dona was referring to the terms of the loan. For example,
the small business loan program of the Department of Commerce, conditions are some-
times written into the commitment to make a loan which the borrower must meet or
the loan won't be made.

Mr. McDowell; Right

Mr. Edenso: Some conditions are additional security, or security of a certain
nature to secure the protection of the loan, adequate collateral, terms of the loan
and length of time and dollar amounts.,

Mr. McDowell: The parallels of that kind, requiring specific improvement to a
partfcular institution as receiving the loan are also exact.

Ms. Lehr: I was thinking of a slightly different thing, I think thé¢ Committee
should be concerned with the implications of the type of cntrol and who makes the
decisions, the necessity for public input, coordination with legislative and admini-
strative policy, rather than having an isolated decision making process isolated from
changes in loans.

Mr. Wohlforth: It could be an advisory structure of all kinds of interest
groups, but it seems to me it clearly has to be a bank in concept and operation.

Mr. McDowell: Your Board of Governcrs concept could work. If there is a
belief on the part of the Governors chat agriculture is, for example, its priority is
too low, then they will change it at that meeting.

Mr. Wohlforth: A few years ago we had a conference with an IFC man, the Bank
of America and the Bank of Tokyo. Mr. Gustafson talked with us for several days. At
that time there was no permanent fund in contemplation. But his very strong and
positive advice at the end was, don't create your structure first, don't legislate
a bank, don't adopt regulations. He sald to first identify investment opportunities,
whether or not, i{ a development loan bank were created and funded, is there existing
investment opportunity simply waiting for investment capital or interim capital for
it to function,

I had no way of really evaluating it because I was talking to an expert. He
had been through this several times, and said typically, that is the way these things
have been generated in other places in the world. It seems to be a very important
part of the work of the committee particularly since we are developing an expertise
in the State in the last several years with Native Corporations. We have to
evaluate their experience and certainly they are providing us with a catelog of things
of do's and don't's,

Mr. McDowell: That statement is very well put and probably an interesting
model for later deliberations.

Mr. Rhodes: Pete, are there any countries that have develoyment banks that
are right inside the government itself?

Mr. McDowell: Yes - and No. Development banks are very much under the
political control of the government., The government owns the stock; under the
country's laws they can vote out the officers,

Mr. Khodes: One thing that disturbs me about having something right under the
Governor or inside the State, is not perhaps so much influvenre meddling, as the lack
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of continuity.

Mr. McDowell: In many cases, the banks are set out as relatively independent
‘ institutions. The President's representative in the Ivory Coast, for example, serves
on a board of the National Development Bank. Several people on that board are
appointed by the President. When a new government takes over I'm sure those members
will be changed. The the president of the bank doesn't report directly to the
president of the country, administratively, or in an executive state, he reports to
the board, some of which represent administration.

So if you want to make a State department, then I don't think you're talking
about one of these kinds of models. I dor t think you're speaking of a development
bank. Ynu're talking about something that is much more like a normal function of
state government., If you're talking abeout makinz it semi-Iindependent or quasi-jinde-
pendent, then you're talking about choosing from one of these other options.

Mr., Rhodes: The management structure is decided by the legislature, subject
e
to the Governor's veto.

Mr., Butler: In Alberta, the Investment Advisory Committee of the Fund is the
executive counsel of the province, which is the Governor's cabinet level appointees;
yet if they suggest an Iinvestment the standing committee of the legislature has to
approve 1t and the legislature must then specifically approve the funds going from
the fund for that recommended investment, so the legislature keeps the purse strings
even though the administration may propose the building of a railroad or something.
If the legislature doesn't go along with it no money will come out of the fund for
that purpose. That is one way of a checking balance for the legislature and the
administration kind of work.

Mr. Gallagher: The legislature in Alberta is the administration or the dominant
part, is it not?

Mr. McFarland: Because of the parliamentary form of government.

Mr. Gruening: Just mentioning, the Heritage Trust Fund. I think they divided
it Into three categories, but at least a third of the funds dedicated to non-revenue
producing, or non-income producing investment goes Into capital improvement. In
other wordg, it isn't strictly analagous because in Alaska, all income, direct
a, propriatlions are In the capital fund,

Mr. Butler: Such as a 'nad. Investments in projects whi.h will provide long
term economic or social benefits to the people of Alberta which will not, by their
nature, yield a return to the trust fund. Those are limited In total to 20% of the
investment in the fund by legislation, but tley do fully expect to do some that won't
glve a return,

Mr. Gruening: You could tace the same language and apply it, but it would not
return the highest rate of return to the permanent fund. In other words, there may
be Investments that have a socfal value but stil]l meeting the definition of income
producing. A 1% interest {s income producing.

Mr. Wohlforth: I think that phrase is the most intriguing one. What does '
income producing mean”

Mr. McFarland: 1 think 1t is pretty important that this committee come up
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with a recommendation. This is a political question at this stage of the game of
passing the constitutional amendment, and I think you're going to have to have some
direction how we intend to invest it and where. I think we should give them an
outline of how we're going to proceed.

Mr. Gruening: Of course, it has to pass. I assume the voters are going to
pass it but you might give some thought to when we have some outlines, to make
contact with the public. Right now, of course, it is a very vague concept, and
everyone has a different idea for what it could do.

Mr. Rhodes: TI've been in touch with the Growth Policy Council. They have a
whole series of items being planned. By the 15th of January, 90% of these items
would have met and addressed five major issues as defined by administration, and
five major issues as decided by various regional groups. It would be very critical
of the State's immediate future. I asked them about having an early hearing held
on the permenent fund but they had a rather rigild schedule in mind.

Sn perhaps you want to do something more, but so far as I know there is no
other effort from the administration.

Mr. McFarland: I think there are a couple of dangers. I don't think this
will pass without a lot of work. That is why I think the statements at this stage
are very critical. If the people think there is going to be another layer of govern-
ment involved to pursue this and take over the banker prerogative. In other words,
they're seeing or thinking that, rather than getting reduction in taxes from this,
the money is bypassed into a permanent fund. So I think it will have to be pretty
well defined, hopefully, and the people will understand.

Mr. Rhcdes: 1Is it seriously difficult?

Mr. McFirland: There has been no publicity on it yet, what the legislature
has done. You know, "permanent fund", that sound great, but when the people start
dipging into what it 1s and what it entails, etc., then they will be thinking about 1t.

Mr. Wohlforth: T agree with you, it could very easlly be put into difficulty
if approached from a negative point of view. Hera Is 25% of the largest resource,
then you are belng perman :tly segregated away frum the possibility of reducing your
taxes. I would like very much to see this committee be supplied with some memoranda,
not in great depth or detail on some of the subjects that the consultants have talked
about, but have In mind some of the distinection of what has happened elsewhere,
with maybe a little bibliography so at least we could be up to snuff before the vote
in November, At present 1 would find that valuable.

Mr. Gallagher: There was a voting poll in Fairbanks a month ago on the
permanent fund - it passed °0%.

Mr. Rhodes: You raised an interesting point, I never heard that before. We
run some dangers supposing it passes overwhelmingly, as I expect. It is possible that
1f the public were unhappy with this initial effort, there might be a turning against
the fund.

Mr. McFarland: As I see it, the cost of government is going to increase. The
money is going to have to come from somewhere. There is going to have to be new
taxes levied, ete. On the other hand, until this gets to working and we get some
dollars in dt.....s
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Mr. Rhodes: If the Committee decides they want to bring gome of the issues
of the permanent fund to the public I'm sure there would be no problei in using the
jroper quorum as a means of doing that.

Mr. Edenso: This is just an assignment. You need to realize that the numbers
you saw today are really estimates, when in addition to that your attention is focused
on 257 of the revenues to be received by the State from oil and gas royalties as
well as potential taxes. There is another 757% that will go into the State general
funds. So keep in mind that in focusing only on a portion or a percentage of the
total number of dollars that will come into the State are revenues and taxes.

Mr. McFarland: Well, I'm a political animal, you know. If no one questions it
and it passes, well fine. But if gomebody raises an objection, then eight or ten
different people will have eight or ten different opinions. What I'm saying is, let's
try to develop some palicy that we can come out of this investment committee with that
answers some of the questions that might be brought up, so we're speaking with some
voice, that's all. I don't know that there is going to be any opposition to it,
but T see a lot of loopholes.

I don't think it's enough for this committee to say we're all for the permanent
fund. We need to say we're for the permanent fund because -- we'll be able to get
some money and develop the state, what it will grow to and how much it will contri-
bute to the general fund, maybe ten years or so from now.

Mr. Gruening: I would like to add to what Jim said in pointing out the 25%
of these revenues to be set aside. In a sense they are non-recurring revenues, they're
not taxes -- they're what we would call "wasting assets." In other words, to use it.
I know that people raise the concept of using it to reduce taxes, but in a sense,

the only way you do that is to have a tax base that is other than the average guy
working, and the permanent fund could get into that kind of 1dea. Another response
is, you're taking a wasting asset and using a portion to continue an even economy.
Perhaps when we're talking about the kind of investments we will have to relate that
to the philosphy that we're setting aside a portion of a wasting 3sset, not a tax
revenue, We are selling a part of Alaska, Are we going to try tc keep it here to
develop a viable tax base.

LUNCH RECESS

Mr. McFarland: We will reconvene and at this time we will have a report by
Bob Richards.

Mr. Richards: As I u.dersi.nd 1t, the basic reason for our being invited to
be cn this committe was to provide data on the Alaska economy and to analyze some of
the macro-economic implications of various contempiated activity. But our first
assignment was to brainstorm the full array of investment objectilve options, It is
the result of that brainstorming that I am prepared to report on now.

I must say that our orientation was toward achieving a comprehensiveness and
completeness, rather than a ratlonality and sensibility. 1 sense, frankly, eleven
different philosophical foundations and backgrounds at this table, and I think that
is obviously one of the¢ strengths of the group. But, depending on what one's philo-
sophical bent may be scme of these options may appear a bit peculiar, but I think
it is imperitive that the committee not fall into the trap of implilicitly pursuing a
particular objective.




These options seemed to fall into three general categories. Those options
that had predominantly a social orientation, those options that had predominantly
an economic orientation -- economic from the standpoint of economic development,
and those options that appeared to have a fiscal management orientation.

Option or objective number one would be income redistribution. The principal
objective of the fund would be to serve as a vehicle for redistributing income from
high income earners to low income earners. This would imply a strategy of placing
investments in the safest securities with the income from these investments going
to lower income families on t"e basis of some sort of formula that may resembie the
federal negative income tax formula. Obviously, a considerable amount of actuarial
work would be required to irsure the program were operated so that some day it
would not have to be supplenented by general operating budget.

Objective number two is subsidization of lower income families, Here the fund
would be utilized to guarantee or purchase loans up to certain amounts and for
certain purposes. The program would be structured to achieve this objective so as
co provide financing to families who otherwise would have a difficult time obtaining
funds. An example of this would be an expansion of the State's existing home mortgage
program.

A third objective would be geographic redistribution of wealth. Under chis
objective the fund would invest principally in rural development programs. (We don't
mean to imply that all these nbjectives are mutually exclusive. Indeed, you may
structure the operation of thke fund to pursue one or more of these objectives.)

Under this objective the fuod would make capital available for both public and private
projects in areas that otuerwise would not be able to attract such capital.

This objective tends to fly in the face of a very important concept that I
think we should always keep in mind. Just because the financing is available for a
particular project does not make the project sensible from a long run operational
viability standpoint. I think, particularly looking to rural enterprises in Alaska,
we have to keep this important distinction in mind, that we don't go financing
projects that otherwise would have no long term operational viability.

The fourth objective would be the support of a specific deiignated socilal
objective. For example, the endowment to finance the University of Alaska -- like
the Texas Permanent University Fund.

As we've all acknowledged, directly or indirectly, this strategy represents a
rather dramatic commitment of State funds and it would seem that such a commitment
would have to have some degree of flexibility as it runs the risk of not coinciding
with future social objectives, which some have expressed 1s the case in Texas.

The fifth objective or alternative would be to directly increase or improve the
quality of 1life of all Alaskans through various subsidies., Basically, this would
be the same as alternative number two, except that lower interest rate loans and other
State loan programs would be available to all Alaskans, regardless of income or
financial criteria. There wouldn't be a wealth criteria, there would be other sets
of criteria. Naturally, such a program would run the risk of some rather dramatic
disparity, such as an extremely wealthy individual receiving a State subsidized loan.

The sixth objective or alternative would be the providing of a vehicle to allow
all Alaskans to participate more directly in the economic development of the State
through an ownership position, such as the Alaska, Inc. as pruposed by the Governor.
The creation of a private corporation, the stock of which would go to Alaskans on the
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basis of some sort of criteria. The corporation receiving these revenues and invest-
ing these revenues and having the power to declare dividends on the basis of its
earnings. Again, the legality of such a yehicle certainly opened the question in
astablishing such a program, and it 1s an extremely complex matter.

However, I have had a number of discussions with the Governor on this, also
with Commissioner Motley. There is an intriguing thought here, that some sort of
""general stock ownership plan' similar to the employees stock ownership plan
recently authorized by Congress, be developed to achieve this end. Of course, in
addition to the legal questionability and the mechanical complexity, it seems to
me there are so many philosophical questions with such a program.

The next series of objective alternatives seem to have primarily an economic
orientation. One would be to subsidize small business through the expansion of an
existing loan program. A small business revolving loan fund, the commercial fisheries
loan fund, the tourism revolving loan fund, but in the creation of similar programs,
recognizing that this 1s a subsidy.

Again, this progrim would likely take the form of loan guarantees or purchases
to bring about lower in-erest rates and more favorable return. I think there is
another important point that the committee must keep in mind throughout its deliber-
ations, and that is subsidies only make economic sense if the activity directly or
indirectly induced by the subsidey, generates in the long run revenue to the State
government which exceeds the cost of the subsidy, thereby bringing about a net
benefit to the State. Otherwise, the dramatic logical extension of this is sitting
around with a lot of subsidy programs that really didn't create enterprises that
in the long run could return back more than they took in the way of subsidies and
all of a sudden you are absent a tax base to support the subsidy.

The eighth objective alternative would be to service a vehicle to bolster,
make viable Alaska's traditonal industry, particularly fisheries and forest products.

Such a strategy would iinply a variety of programs, including loan guarantees
and purchases, bond purchases, some sort of industrial bond bank. A direct ownership
of major projects which effects substantially the viability of these industries.

These programs should be pursued only if they sufficiently alter the very structure
of the 1{ndustries So as to create truly viable enterprises, which generate taxes
and other revenues which more than offset the cost of the programs to the state.

As an economist, I think we ought to rid curselves completely of, what in my
mind is the term, 'renewable" and "monrenewable resources'. To me those are
meaningless terms and lead to some rather nonsensical policy decision,

What I'm suggesting is that we invest in Alaska's traditional industry, that we
make a subjective value judgment that we're going to keep those going (the fishing,
forest products) because of the traditional relationship with communities etec, But
not because of the renewable and nonrenewable. You could put all the fishermen in
Katchemak Bay out of work as a result of the oil development that could occur there.
Place that in an endowment fund and pay them and their offspring a very attractive
ir.come for perpetuity. Here is a tradition we're looking at, not the notion of
renewable resource.

The ninth objective alternative is to serve as a vehicle to create a more stable

and a more broadly based economy. This is almost identical to number eight, except
that under such an objective the fund could invest in a whole array of projects,
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not just those related to our traditional industry. Under such an objective the
highest priority would be placed on the financing, either aebt or equity of major
projects that really substantially alters the very structure of Alaska's economy,
thereby the objective bringing about a more stable economy. Examples might inciude
hydroelectric facilities, petro chemical plan* agricultural projects, hard rock
mining ventures, again the major notion here _.ag the magnitude of the project.

The last two objective alternatives fall under the area of a fiscal management
orientation.

The tenth objective is to serve as a vehicle to provide a cushion for possible
future revenue. The money would be invested relatively conservatively, the earnings
would be reinvested separately so as not to be mingled with the fund because of
the statutory problems, in the safest security and the accumulation of such earnings
would be available to fill any gap resulting from a momentary short run decrease in
revenues to the state as a result of cyclical or other factors.

Finally, the eleventh objective would be a reduction in the State debt and/or
the tax burden on Alaska's taxpayers. Under this objective the fund would be
utilized to buy back State of Alaska bonds, reducing the State's outstanding dett,
thereby lowering the interest payments of the State, and improving the State's
bond rating, which ip turn, would lower the interest rate on future bond issues.
Further, such a strategjy earnings of the fund would be utilized to help pay for the
State's operating expenses or for distribution for local governments for their support
of current operations.

That represents the development of a full array of alternatives. At least now
you are placed in the position of having to deal with these matters explicitly. I
think another important distinction must be kept in mind, and is really alluded to
quite clearly in the Governor's letter, that s the very name of this instrument
which the Alaska voters are beilng asked to approve or disapprove, implies the notion
of sustainebility and perpetuity permanent fund. Therefore, it seems to us that the
management of the fund should be in accordance with the intent of the legislature and
the Alaska voters. This would imply a long range rather than short range orientation.

In this regard, 1 think it is Important to acknowledge that relatively often the
pursult of short run social objectives, such as redistribution of wealth, for
example, can be counter productive to the extent that it could undermine the very
factors that are necessary for their long run continuation. Further, I think Lt
should be acknowledged that pursuilt of economic objectives to the extent that they
expand the tax base, for instance, to the extent that the pursuit of economic
objectives expands publ‘c revenue -- the pursuit of economic objectives, then, often
more effectively contribute to the long run maximization of social objectives.

We feel that the pursuit of investment objectives options eight and nine would
seem to most effectively satisfy the apparent intent of the Alaska voters, if they
approve the creation of a permanent fund. That is the end of my recitation of array
of options.

J

Mr. Gallagher: You used the word "subsidization'" -- loans to lower income
families == are you meaning that you are subsldizing if the private sector could
provide the loan at a higher rate of interest? 1I'm not sure how that term applies
when you're talking about loans -- the social goals. You applied it to business as
well, saying that perhaps businesses couldn't get loans from the private sgector,
Are you applying that as well to the home loan situation?
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Mr. Richards: The notion of subsidy arises out of the assumption that wherein
a person who could get a loan from a private sector under a certain set of terms,
but now has this available to him under another set of terms which are more
attractive than the State, then this gap is referred to as the subsidization.

Mr. Gallagher. My idea of subsidization is tied up around ideas of whether
there are any positive returns on long term rate of inflation of you're getting a
negative return in terms of long term rate of inflation.

Mr. Richards: 1 could understand that.

"

Mr. Gallagher: Maybe we're saying something implicit when we say '"subsidy".
example, the veterans loans turned out tc be the State's best investment of the
$900 million. Some of the other investments unnecessarily were busts, but it
wasn't a subsidy in the sense that it produced income on the State's money, so
maybe that term doesn't apply just because the loans might be available at a higher
rate of interest in a private sector.

Mr. Richards: That's because the earnings of the State were met with their
market. There was no opportunity cost to the state for that program.

Mr. Wohlforth: You can't pick out this investment because the State had a
negative rate of return on $15 million in theilr portfolio, therefore there is
$100 million positive if you compare it to what the State could have received on
market FHA/VA loans. There would have been a gap of from 2-1/2% to 3% over that
period of time. There is a demonstratively loss of income. The social benefit of
assisting the veteran to get in.a home cheaper 1s another question to me.

Mr. Gallagher: I don't know that it is as much a subsidy as a combination of
gocial and economics,

r. Richards: 1 purposely used the term "subsidy" because I think we have to
recognize what we're doing even though the socilal benefit may exceed the cost of
the subsidy. I think we have to really recognize what is going on.

Mr. Edenso: I missed your discussion on the subsidy, but Lt seems to be one
of the key words and "opportunity cost", The immediate visibility of a loan program
which the State has called the veteran's loan only returns 7% immediately, but those
funds turn over within the State. They go Into the banking system, into labor and
wages and material. So 1if you assume that the turnover to be 1-1/2 times or twice,
there is a greater economic benefit than meets the eye.

Mr. Richards: That's what I'm suggesting. 1I'm saying that if you enter into o
subsidy program it should be done in such a way that the net social benefit exceeds
the net soclal cost.

Mr. Gallagher: I would also like to point out that if we had to sell those
veterans's loans in the last two years it would have been at $.75 to a dollar or more,

Mr. Gruening: The point 1s, the inclusion of all the subsidles, including
the seefing up Alaska traditional industry, everything except maybe financing data or
equity, all major projects, wiat you're giving them is a lower rate of interest
because 1t makes the initial cost lower.

Mr. Richards: You are right. The public sector subsidizes the private
sector all the time. Highways, the post office, etc. The issue at hand is that the
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effect of the subsidy generates a return that exceeds the cost.

Mr. Wohlforth: I think there are modes of efficiency, a subsidy context, the
Housing Finance Corporation being an example, where there is leveraged financing,
over $100 million of mortgages purchased at below market rates, financed on a
leveraged Lasis on the tax exempt market throughout the country. The State subsidy
has been a purchase of mortgages to the tune of 20% of the financing, which a 100%
bond financing, external to the State of Alaska. So there is a subsidy, but a sub-
sidy which is quantifiably less and achieved on a leverage basis.

Mr. Rhodes: One of the problems in Alaska in calculating this cost benefit on
a subsidy is the tremendous leakage from our economy, high amount of import, 1if we
had been a separate country. A lot of people are a little too quick to assume that
the cost of the subsidies are offset by benefits. Not that many local dollars finally
gtay in the Alaskan economy.

Mr. Richards: But it would seem that under some of these objectives, projects
could be invested in that would help reduce the leakage.

Ms. Lehr: I would iike to make a related point. We're talking about subsidies,
one a year -- your first possible objective was income redistribution. I think
we would have to be aware of one thing, is that all of these have income distri-
bution effects.

Mr. McKinnon: Did I get the impression that yuu've got investment in sus-
tainable and nonsustainable resources? Did I get the impression that you thought
investment in sustainable resources was not necessarily the optimum use of the
permanent fund?

Mr. Richards: No, I think you could invest in forest products and fishing
industry. I think the maximum long range soclial benefit would be achieved by
Iinvesting in dams, power distribution centers, transporation systems, ports,
aluminum plants, because those are the things that generate continuing sources of
revenue for the pursult of social objectives.

Mr. Grulening: You could reuse iron, but once oll is consumed 1t is gone.
Why would you build a hydroelectric plant unless ultimately you had to find some
source of power other than burning oil? In other words, because it is a limited
resource, eventually you're going to have to have a total substitution of oil as
a major source of energy. So I agree that hydroelectric may be a viable project,
but on different grounds -- a good project for the permanent fund to least look at,
because we're going to have to look at some different energy sources.

Mr. Richards: T don't propose that because we have to be fearful of an energy
supply, I propose it more as a cost element, Further, it may be an alternative to
let the oil Flow. Sell hydroelectric power to Western Canada and the Unlted States.

Mr. Gruening: 1If oll were truly a renewable sustainable resource, it would be
the chief source of power. It's going up in price because of the shortage, isn't
that a correct analysis?

Mr. Richards: In terms of its current market situation, yes, but I don't like
to get into these discussions,




Dr, Logsdon: I think the things we call renewable resources are not renewable
resources at all, but are industries that use renewable features. This is very
confusing.

Mr. Gallagher: Timber is only a renewable resource in Alaska every 90 years;
mining, if there is enough mining acitivity, it may be a renewable resource for a
good 300 years.

Mr. Waldock: I think Bob has some very valid points for the application of
this permanent fund, Where this money should go, I'm not in a position yet to make
a valid judgment. If you wanted to pin me drwn to any areas, I think I would have
to go back to Puerte Rico's thought, or the World Bank's thougit, which is basically
the same premise that Bob Richard's idea is. I think what we have to do is try
to find out what the majority of this committee wants, and hopefully we will prepare
ourselves well enough so we could inform the public of some of the ideas so that it
will pass the voter's approval in November.

Mr. Gallagher: One of the things Bob missed is that we have $200 million of
a permanent fund already located in the treausry, and by transferring that asset
out of the treasury you could get the general fund back into its more traditional
role,

Mr. Wohnlforth: Opntion number eleven refers to reduction of the tax burden,
I suggest there is an alternative tactic within that strategy, the possibility of
focusing their attention on enhancing financing vehicles such as State general
obligation debt through a pledge of enforcement of funds, this is possible. A
leverage concept rather than the purchase bacl: of that, attempting to see if our
debt can't be strengthened and command lower interest rates.

We are in the configuration of issulng $120 million of State debt a year,
local government, and other state agencies are pushing us up to probably somewhere
in the $250 to $300 million range. Otherwise, I'm very much intrigued by the
suggestions about major intra-structure investment. The whole question of actual
investment possibllities and sources 18 one where a real intensive study has to
go forward. We look at the Native Corporation. In the last two or three years
with access to large amounts of money (I'm not involved with a Native corporatin)
is that they are mostly investing in existing enterprises. Is this the matter of
choice by them or is this the assessment that venture capital enterprises in Alaska
are relatively few. I think this 1s something we have to direct our attention to.

Ms. Lehr: I think it is a little early for us to say what we think would be
fine {nvestments, although there are some knowledgeable people here. T think there
needs to le some investigation on how much capital, how much investment the Alaska
economy can usefully absorb on a short run. Whatever type of investment we under-
take has a myriadof policy and traditional implications and we get some general
ldeas of what is possible to make reasonable decisions.

Mr. Rhodes: A good number of people agrees with the permanent fund concept
because 1t keeps money from reaching the State budget. A number of leglslators
told me they actively supported the veterans loan pregram, not because they thought
housing was a crucial problem in the State but 1t was all money that was beyond the
reach of the beaurocrats. [n Alberta they accommodated that sentiment by requiring
some 20%Z to be held in gov:rnment money mark~ts,

Member: The Venezuela fund was principally organized to keep some 25% or 30%
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of their oil revenues out of the money supply initially in order to control and avoid
the enormous inflation and that led to policies toward investing thelr money exter-
nally. Meanwhile they buillt up an enormous series of objectives which clearly
include all the other eleven that Mr. Richards dealt with, all of which are objectives
of the fund. Some additional ones that reflect its sovereignty is that part of

the fund will be invested in Latin American banks, development banks. Part of it
will help support the prestige of Venezuela and the world economic ventures. But
development issues are that they literally are going to attempt to redistribute the
wealth, they're going to try to subsidize the poor people, they're going to try to
get parts of their country that are ignored by enterprise, to suddenly have enter-
Prise developed. They have parts set aside for education and parts to develop
technology. Just about all of these elements, and one major one, is keeping the
money out of the money supply until the economy could hardly stand it, by investing
1t externally.

Venezuela is an interesting situation. We probably intend to spend a great
deal of time in the future discussing what they have done right and they've done
wrong, where their pitfalls have been, because I think there is a lot to be learned
there. It 1s a situation closely related to us in the sense of the source of revenue--
oil. Theirs is an ownership, ours 1s an ability to tax, and it's not completely
digsimilar.

Audience Member: There are two ways to create money. One is to earn it as
Venezuela 1s doing and one is to print it, as Brazil is doing. Even though Brazil
geems to be managing in a different way, it is certainly not what Venezuela wants.

Member: Partially, that is because of some administrative way to hang up some
people changes and politics that might be avoided in a non-Latin American situation,

Unlike what is proposed here they are talking in dollar amounts and are determined
to go in there as opposed to percentages.

Mr. Gallagher: Is it keeping down the rate of inflation in the country?

Member: It has to. If there were $3 billion more in a single year flowing into
that economy, the government accounts for something or 80% of the gross national
products in Venezuela, so you could see the impact of an additional $3 billion,

Member: Saudi Arabia has done pretty much the same thing. White Weld is
a technlcal advisor and this is an assignment we took on in November 1974, and have
renewed annually since. They admit there are tremendous flows of dollars in their
gcant experlence and they need all the outside help they can possibly get. They
hirrd us and we have three representatives there on a permanent basis. They also
hired Bering Brothers Bank in London,

Our job for them is simply to advise them on the enormous investment oppor-
tunities -~ most of the income in Saudi Arabia unlike some of the other countries --
is the central bank, the loan producing properties., We're talking about the excess
cash flow of approximately $2 billion a month in Saudi Arabia. Prior to the tripling
of the price of »1il it was still an enormous $7 = $6 billion a year, most of which
nas been aeposited in banks around the world, with some exception.

Saudl Arabia 1s set up so they have five objectives with their dollars. Number
one is internal development. Taking whatever dollars are necessary to improve the
quality of life in Saudi Arabia, and to improve it in perpetuity so the investment
is made, and whether we accept the terms or not, resources which are sustainable and
those that are not.




