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g r a in  m atur ity .  F ros ts  o c c u r r e d  on August 2, 2 1 , 
September 1 - 9 ,  12 and 17— a l l  w ith in  the normal 

f r o s t - f r e e  growing season.  The average d a i l y  maximum 

temperatures from August 14 through September 14 

were approx im ate ly  s i x  degrees  below normal,  thus 

d e la y in g  m atur ity .  F i n a l l y ,  h a rvest in g  was hampered 

by r a in .  August r e c e iv e d  16 days o f  p r e c i p i t a t i o n
r

and September r e c e i v e d  14 days o f  r a i n f a l l .  Grain 

l o d g i n g ,  sh a t t e r in g  and high  m oisture  con te  *; r e s u l t e d  

from t h i s  anomally.

3. B ison  Damage (.1980 -  Because o f  the unusual c l im a te  

a t  the normal h a rv es t  season (August-September) and 

subsequent h a rv es t in g  d e la y s ,  the b ison  were prov ided  

with maximum o p p or tu n ity  t o  depredate  the b a r le y ,  

caus in g  $150,000 worth o f  c rop  damage. H o p e fu l ly ,  

more f a v o r a b le  h a rv es t  c o n d i t i o n s  and development o f  

the  D e lta  Bison Management Area w i l l  a l l e v i a t e

t h i s  problem.

4. Farm Management -  As farmers ga in  a d d i t i o n a l  ex p er ien ce  

in  c u l t u r a l  p r a c t i c e s  and t im ing  o f  a c t i v i t i e s ,  they 

w i l l  e l im in a t e  the b o t t l e n e c k s  in t h e i r  o p e r a t i o n s — 

such as la ck  o f  seed and f e r t i l i z e r  and equipment, 

down-time. The U n iv e rs i ty  o f  Alaska A g r i c u l t u r a l  

Experiment S ta t io n  i s  conduct ing  research  to  he lp  

answer th ese  q u e s t i o n s .  The U n iv ers i ty  o f  Alaska 

C oo p era t iv e  Extension  S e r v i c e  i s  a c t i v e l y  a s s i s t i n g  

th e  farmers t o  adapt new r e s e a r ch  and modify  accepted  

p r a c t i c e s  t o  meet t h e i r  needs. The m a jo r i ty  o f
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5. Marketing -- The development o f  a marketing system 

s t i l l  poses a major problem f o r  our a g r i c u l t u r e .

J Delta g ra in  produ cers  are now able  t o  supply  A la s k a 's

cu rren t  demand f o r  small  g r a in .  As more l i v e s t o c k  

i s  brought i n t o  the s t a t e ,  the demand f o r  feed  g ra in s  

w i l l  i n c r e a s e .  However, in  o rder  t o  a t t a in  our f u l l  

p o t e n t i a l  and the accompanying economies o f  s c a l e ,  

an e x p o r t  f a c i l i t y  must be d e v e lrp e d .  L a r g e - s c a l e  

farmers were a b le  to  produce b a r le y  t h i s  year  f o r  l e s s  

i than $ 110 /ton  (assuming a 50 bushel per a c r e  a v e r a g e ) ,

j  Table I I I .  Current world  market i s  $154 per ton .

However, the Delta  a rea ,  as y e t ,  does  no t  have the 

t ra n s p o r t  f a c i l i t i e s  t o  e c o n o m ic a l ly  e n te r  th a t  market.

POSSIBLE SOLUTIONS

The Alaska Farmers' Co-op has c o n s t r u c t e d  a bulk f e r t i l i z e r  

£ la n t w i t h  s u f f i c i e n t  s to ra g e  and b len d in g  c a p a c i t i e s  t o  meet 

j the e x i s t i n g  and fu t u r e  demands o f  t h i s  r e g io n .  Future f e r t i l i z e r

- in d u ce d  p la n t in g  d e la y s  should  become e s s e n t i a l l y  n o n - e x i s t e n t .

The g ra in  d ry in g  and s to ra g e  f a c i l i t y ,  owned and operated  

by the  Co-op i s  a l s o  schedu led  f o r  m o d i f i c a t i o n .  Tfp^ w i l l  speed 

up d ry in g  time and th ereby  reduce unloading  d e la y s  at  the 

e l e v a t o r  during the c r i t i c a l  h arvest  season.

S evera l  farmers are contem plat ing  c o n s t r u c t in g  s t o ra g e  

f a c i l i t i e s  f o r  a p o r t i o n  o f  t h e i r  c r o p .  This  w i l l  improve 

h a rv e s t in g  a l s o .

Continued e f f o r t s  through the U n iv e rs i ty  o f  Alaska 

A g r i c u l t u r a l  Experiment S t a t i o n  and C oop era t iv e  Extension  S e rv i ce
i



w i l l  keep the farmers informed o f  t e c h n o lo g i c a l  advancements 

and m anageria l  improvements.

The Alaska A g r i c u l t u r a l  A c t ion  Council  w i l l  con t inu e  t o  

pursue a g r i c u l t u r a l  p r o j e c t  o p p o r t u n i t i e s  in  terms o f  marketing 

system s,  red meat in d u s tr y  c o o r d in a t io n  and complimentary 

a g r i c u l t u r a l  development p r o j e c t s .  A l l  are v i t a l l y  e s s e n t i a l  

t o  d e v e lo p in g  a s u c c e s s f u l  a g r i c u l t u r a l  industry  in  A laska.

SUMMARY

The p a s t  three  y ears  have brought tremendous changes to  

the D e lta  area as w e l l  as t o  the s t a t e ' s  e n t i r e  a g r i c u l t u r a l  

i n d u s t r y .  Two years  ago,  o n l y  17,000 a cres  o f  land were i:i 

p r o d u c t i o n  in the e n t i r e  s t a t e  o f  A laska.  Delta Junct ion  a lone  

had n e a r ly  t h a t  much p ro d u c t i o n  in  1980.

I t  i s  v i r t u a l l y  im p o s s ib le  t o  eva luate  the development o f  

a t o t a l l y  new in d u s try  in  the th ird  year o f  i t s  e x i s t e n c e ,  

e s p e c i a l l y  when, s i m i la r  development in the r e s t  o f  the nat ion  

r e q u i r e d  decades .

A l a s k a ' s  a g r i c u l t u r a l  development must f o l l o w  the 

p a t te rn  o f  a g r i c u l t u r a l  development elsewhere  in that  i t  r e q u i r e s  

land ,  l a b o r ,  c a p i t a l  and t e c h n o l o g i c a l  advancement. The s t a t e  

i s  r e l e a s i n g  land and making loans a v a i l a b l e  to  q u a l i f i e d  

a p p l i c a n t s .  The p u b l i c  i s  p r o v id in g  t e c h n o l o g i c a l  advancement 

and a s s i s t a n c e .  The in g r e d ie n t s  are  a lready  in p l a c e — now i t  

w i l l  o n l y  r e q u i r e  time f o r  c o o r d in a t io n  and c o n t i n u i t y .

Alaskans e a t ,  but  we are too many to  l i v e  o f f  the land 

and must c u r r e n t ly  import  95-98? o f  our f o o d ,  even though we 

have n e a r ly  18 m i l l i o n  acres  o f  p o t e n t i a l  farmland. We 

d e s p e r a t e l y  need an in d u s tr y  based on renewable r e s o u r c e s —

-  £ -



and what b e t t e r  in d u s t r y  than a g r i c u l t u r e ?  

Alaskan a g r i c u l t u r e  w i l l  succeed .

-  9 -
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TABLE I. Crop-Yield Tests, 1979 Crop-Year, Delta Junction Area, Alaska*

GROWER

S a y lo r /J e n k in s

Rutv.

Green, Bob 
Green, Dan 
B r a z ie r ,  L. 
S p ears ,  L.

D ougherty
Smith
C a r ls o n ,  L. 

K achelm ier

B r a z ie r ,  L.

S & K Farms 
F e t t ,  L.

PRODUCT

B arley

B arley

B arley
B arley
B arley
B arley

B arley
B arley
B arley

B arley

VAR IETY

Weal

G alt

Otra

Weal
Weal

Weal

Weal

Weal
Galt

Otra
Oats
Timothy seed 
Rapeseed

Wheat, h . r . s .  
Rapeseed

AREA

1
2
3
1
2
1
2
1
1

.1
1
2
3
1
1
1
2
1
2
3
A
5
6 
1 
2 
1 
2 
1 
1 
2 
3

(s lu d g e  a r e a )

(Kenny)

(Hanson Rd. )
(Putney)
(Forks)

AVG. YIELD 
(b u /a c r e )

5 8 .6  
5 7 .A
5 2 .7  
AO.7

1 06 .2
6 9 .8
9 6 .0
3 1 .5
5 5 .1
6 9 .5
3 9 .8
7 2 .6
5 8 .9
6 0 .1  
AO.A
5 9 .5
96 .5
76 .9
3 9 .8
7 0 .6
7 0 .7  
7 9 .1
70 .7
99.7

7 2 5 .0  l b s / a c r e
2 7 .5
1 3 .7  
A1.9
1 1 .9
22.8
2 1 .5

* R e s u l t s  o f  random ly-sam pled c r o p - y i e l d  t e s t s  from throughout the D e lta  
J u n c t io n  a rea  p r i o r  t o  machine h a r v e s t ,  f a l l ,  1979. Persons u s in g  t h i s  
data  should  r e a l i z e  th a t  th ese  r e s u l t s  a re  s i g n i f i c a n t l y  b ia s e d  (es t im a te  
up t o  102) toward the upper s id e  by the f o l l o w i n g  f a c t o r s :  1) hand-harvested  
e q u a ls  no l o s s ;  2) dockage and m oistu re  g e n e r a l iz e d  f o r  a l l  sam ples, so 
any g iven  sample or group  may have b e n e f i t t e d ;  3) e a r ly  c o l l e c t i o n  prec lu d ed  
l o s s e s  to b i s o n ,  b i r d s ,  w in d - s h a t t e r , e t c .



GROWER VARIETY FIELD BUSHELS (d ry  w e igh t)

Olson Galt E. end 37 .3 37.0
Karr Windsor N. s id e 3 2 .0 31.9
F e tt Galt 3rd panel 2 7 .0 26.9
Brehmer Weal 8 0 .6
Helkenn Weal S. end (sample s p i l l e d )
E n g e l la n t Wheat 1 3 .5 13.4
C a rlson Windsor N. end 6 0 .5 60.5
Brehmer Galt E. s id e 4 8 .7 3 X
Brehmer Windsor 4th panel 63 .86 X
Spears Galt W. s id e 2 0 .5 X
K ilm urray ? 1 /2  mi. e .  o f  g r a in e r i e s 3 0 .6 30.2
Brehmer Wheat 3rd panel 1 3 .4 5 13.44
Green Galt Tr. F 30 .25 30.24
Karr Windsor h i l l t o p 7 4 .0 73.9
Kelkenn Windsor 5th panel 5 0 .4 X
C arlson Weal W. s id e 7 7 .3 X
Helkenn Lydal Center 2 8 .6 X
Spears G alt W. end 2 0 .2 X
E n g e lla n t G alt 2 3 .5 X
E n g e lla n t Oats 1 02 .5 X
C arlson Windsor E. s id e 6 2 .2 X
Rutt Lydal 3 7 .0 X
Helkenn G alt 4 2 .0 X
Brehmer T ib e ta n  H u lle s s 5 7 .1 X
C arlson Wheat 4 5 .7 X
Kilm urray B arley  on o l d  berm row 4 7 .0 X
Bannon Weal 7 7 .3 X
Karr G alt 5 0 .4 X

* Data r e p r e s e n t s  random ly-sam pled Id e a l  v i e l d  p o t e n t ia l  f o r  sm all g r a in  
c r o p s  in  the D e lta -C le a r w a te r  a r e a .  Samples were h a n d - c o l l e c t e d  u s in g  
yard frame, th r e e  sam ples per f i e l d ,  p r i o r  to  commencement o f  th resh in g .
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BARLEY PRODUCTION COSTS PER ACRE
Delta Agricultural Project 

Delta Junction, Alaska 
1980

U N IT LO W  COST HIGH  C O ST A V ERA G E COST

PR IC E Units/Acre S/Acre Units/Acre $/Acre Units/Acre S/Acre

Seed S 17.30/cwt. 65 lbs. $ 10.40 82 lbs. $ 14.76 71 lbs. $ 12.29

Fertilize r: 36.78 47.77 41.41

urea 200.00/ton 23C 23.00 174 17.40 188
9-36-18 318.00 84 13.15 190 29.64 138
applicator rental 4.00 .63 .73

Fuel: 2.83 4.24 3.60

tillage •94/gal. .61 gal. .57 1.14 gal. 1.07
fe rtilize r (tractor) .94 .20 .19 .28 .26
fe rtilize r (truck) 1.05 .18 .19 .13 .14
seeding (tractor) .94 .30 .28 .50 .47 . . . l*

seeding (truck) 1.05 .06 .06 .04 .04 *

harvest (combine) .94 1.00 .94 .86 .81 V

harvest (truck) 1.05 .00 .00 1.38 1.45 •
harvest (semi) .94 .65 .60 .00 .00

Repair & M aintenance
'

•

■ i 6.
3.81 ‘ i ' * '*

■ ‘ .T I'.-/’ '
r»

6.61
v ;  ' . 
X-'i,'* ' 5.01

H ired Labor * • 9.00/hr. - 1.38 hrs. 12.42 1.89 hrs. 17.01 1.56 hrs. 14.04

Interest on »y • ’ • u- •
Operating Capital 1.64 2.24 1.91

TO TAL OPERATING COST
. ■» . • • ,

$ 67.88 $ 92.63 S 78.26

Equipm ent Depreciation ' rS' }*• > ■ 15.25 ■ ’ V'.tC-- • 32.30 21.44

Interest on Equipment . . . . ■■‘ ‘■hi- - . ' ' \  * *’ *

Investment 6.86 - - ......n: • 14 53 9.65

M achinery Storage ' " K"' t \ '■*
Build ing Depreciation 1.10 2.47 1.79

Interest on M achinery < ’
Storage Building .99 r  2.22 1.61

Interest on Land
. . _. , ......

Investment
.

12.90 12.90 V 4. ,' 12.90

TO T A L C O ST  OF
P R O D U C TIO N  PER ACRE $104.98 • * S157.05 $125.65

The University ol Alaska's Cooperative Extension Service programs are available to all. without rcpard to race, color, age, sex. creed or national origin

Issued in furtherance of Cooperative Extension work, acts of May 0 and June 30.7914. in cooperation with the U.S Department of Agriculture. Dr James 
W. Matthews. Director, Cooperative Extension Service, University of Alaska
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The puroose of this analysis is to provide bench marks on the costs associated 
with large-scale com m ercia l production of barley in A laska. Also, it is intended to 
identify existing econom ic advantage of operations where acreage in production 
is su ffic ien t to make fu ll use of modern equipm ent.

Inform ation contained in this cost of production budget is based on data co l­
lected in interviews w ith  four D elta Agricultural Project farm ers. Acreages under 
production on the four farms ranged from approxim ately 500 acres to more than 
1,200 acres. W here possib le , actua l costs were reported and used in this analysis; 
otherwise, costs were ca lcu lated  based on fue l use rates and acre-per-hour rates 
estimated by the ind ividual farm er.

High, low and average cost figures do not represent any one farm . Rather, the 
lowest cost among surveyed farm s for each particu lar category of expenses (e.g., 
seed, fe rtilize r, fue l, e tc .) is listed in the colum n labeled " lo w  cost." Entries in the 
colum n labeled "h igh co st" were sim ilarly determ ined. The "average cost" co l­
umn is an average o ver a ll farm s pat ticipatmg in the survey

. V  i r  'pr
Operating Costs are those which require a cash outlay during the crop year. 
Average to ta l operating costs fo r the farm s in the survey were $78.26 per acre.

* ' • ' '
*

"TG.
The d iffe rence between the high and low total operating costs was $24.75. W hile .

( seed and fe rtilize r costs account for the greatest share o f this variation , d if­
ferences in expenses fo r fuel, repair and m aintenance and labor are o f equal in-d labor are o f equal m- .

higher on farm s using r  '
j r  "sem ." on one farm 
is cn r ia tnH  w i t h  h . in l in p

terest. A ll o f the la tte r three classes of expenses were 
sm aller or older equipm ent. A lso , use of a tractor-trailer
reduced labor costs and greatly reduced the fuel cost associated w ith  hauling P ' . v  
grain the re la tive ly  long distance from farm  to elevator. A lso  affecting  the dif* • . ' .
ference in labor costs, one form reliud m uch m ore heavily on hired labor than did , . .
other ow ner operators.

s •
Equipment D epreciation  and Interest on Equipm ent a lso  showed substantial 
variation , w h ich  is a lm ost w ho lly  attributable to d ifferences in farm  size. All 
farms in the survey owned one large com bine and all needed prim ary tillage 
equipm ent, drills, and a t least one tractor of re lative ly  large size. A ll farm ers had 
from $150,000 to $250,000 investm ent in equipm ent for barley production. In­
terest expense on this investm ent is the same regardless o f the num ber of acres • v v P .
farmed. Thus for a 1200 acre farm , interest expense on equipment w ould  be only 
half as m uch per acre  as it would be on a 600 acre farm .

i- » * * t * * "• * • "i *.V * ’*•» ‘ '  ̂ " "
W hile depreciation resu lts in part from use, it is largely the result of passage of 
time. If a new  tractor is used only slightly, it w ill depreciate almost as much in 
one year as w ill one w ith  an average amount of use. Depreciation expense per 
acre is, therefore, less if more acreage is farm ed with the sam e amount of equip- 
in ',nt. W ith in  the farm s surveyed, however, farm ers with sm alle r sized equipment 
relative to acreage f ,m ed did incur a lesser depreciation expense per acre, but 
this reduced cost was partia lly  offset by higher fuel and labor costs per acre.

Interest on equipm ent and equipm ent depreciation expenses shown in the low 
colum n are associated w ith the farm  that had the greatest acreage under produc­
tion, and those in the high colum n are associated with the farm  w ith the lowest 
production acreage. C lea rly , as the project farm s increase their acreages of pro­
duction, per acre costs associated with m achinery ownership w ill decrease at 
least to the level listed in the low colum n and possibly beyond that w ith  effic ient 
m achinery use. The sam e is true for depreciat!\./i and interest expense on
m achinery storage buildings. - ?;• 11 r "-v

• .“ • • i • ;»•.-•••

. ... -V "



CONCLUSIONS
Of the S52.07 difference between the high and low 
tota l cos l o f production per acre, more than $27.00 is 
a ttribu tab le to interest and deprecia tion expense on 
equipment and equipment storage facilities. In other 
words, $27.00 of the high production costs are a result 
of under utilized equipment. High cost farms, w ith in­
creased acreage next year, w ill see costs per acre drop 
to roughly this year's average cost per acre figure, if 
other factors remain unchanged.

Disregarding in fla tionary effects, the range between 
the low and the average tota l production cost per acre 
would seem to be the reasonable expectation for 
farms o f the 1,200-acre class in the com ing years. 
While the most e ffic ie n t farmers m ight produce at a 
cost lower than $105.00 per acre, this figure represents 
an atta inable goal fo r the above average farm 
managers. Farms which e: pand to the 2,000-acre class 
can expect added economies in equipment operation 
and thus, lower per acre labor and equipment owner­
ship costs. However, because there were no farms of 
this size w ithin the survey, an estimate of this reduc­
tion in cost is not made.

It is important to note that three factors have not 
been budgeted in this analysis: drying costs, handling 
costs and return to management. The Alaska Farmer's 
Co- perative, Inc., in Delta Junction quotes $5.00 per 
ton handling charges and $10.83 per ton drying ex­
pense fo r barley w ith 18 percent moisture content. 
W ith the addition o f these, the low and average 
figures fo r tota l cost o f production are $128.75 and 
$149.40 per acre, respectively, assuming a yie ld of 1.5 
tons per acre. Continuing w ith the assumption o f a 1.5 
ton per acre yield, to ta l production costs (excluding 
drying and handling) would be $70,00 per ton based 
on the low tota l cost and $83.77 per ton based on the 
average figure fo r to ta l cost. I f handling an'', drying

costs (18 percent moisture content) are included, to ta l 
cost increases to $85.83 per ton and $99.60 ̂ er ton, 
respectively.

The fo llow ing matrix identifies the average yield per 
acre tha t a farmer would need to achieve to earn a
525,000 return to management based on various 
prices and on the low or average production costs, 
assuming that the farmer is producing barley on 2,000 
acres.

Table A . Yields necessary to provide a $25,000 
return to management on a 2,000-acre 
Delta Agricultural Project farm .

Price
f.o .b .

Elevator
Delta

Low 
Production 

Cost 
($104.98/acre)

Average 
Production 

Cost 
($125.65/acre)

Tons per Acre Tons per Acre

$ 80/Ton 1.82 2.15

90/Ton 1.58 1.86

100/Ton 1.39 1.64

110/Ton 1.24 1.47

120/Ton 1.12 ; 1.33

Again, note that this matrix is based on prod iction on
2,000 acres. If the price, f.o.b. the elevator at Delta 
junc tion is $100 per ton, and if the farmer's produc­
tion cost (excluding drying and handling) is $104.98 
per acre, a yie ld o f 1.39 tons per acre is necessary to 
provide a $25,000 return to management. W ith pro­
duction costs o f $125.65 per acre, the manager would 
need to produce 1.64 tons per acre to make the same 
return to management, based on the same barley 
price. i  .

METHODS OF COST CALCULATION ■: V ;-;

Seed: Listed unit price is the average price paid per hundredweight by 
fanners surveyed. Cost per acre slrown in high and low cost columns is 
based on actual pri:e paid by Individual farmers.

fertilizer: blended fertilizer price and composition arc averages over all 
tanners surveyed. As with seed, however, cost per acre fu: high and low 
cost columns is based on actual price paid by individual farmers Ap­
plicator rental rate Is based on a quote from Alaska farmer's 
Coo|>erative, Inc., Delta Junction. Alaska

fuel: The prices of $.94 per gallon for number 2 diesel and $1.05 per 
gallon for regular gasoline are the average prices paid by farmers 
throughout the cropping year Rates of fuel use per acre for various 
operations were supplied by farmers These rates and average prices 
were then used to calculate all fuel costs. Fuel expense for trucking 
grain is bast'd on ail assumed yield c l 1 5  tons per acre.

Repair & Maintenance: Standard repair and maintenance costs based on 
hou'sof annual equipment use ate provided In The Costs of Owningand 
Operating Farm Machinery in Washington. E.J 4035, Cooperative Lxten- 
skin Service, Wash ngton State University 1976 (Authors: G.S. Willett, 
W H Pietsch and R.W. Brown) Hours of annual use of each piece of 
equipment for barl.;y production were calculated for each farm from 
this, repair and maintenance costs for each item were taken Irom the 
above publication and totaled This figure was increased by 50 per cent 
to account for what is tho author's judgement of the cost difference be­
tween 1976, Washington cost', and 1980. Alaska costs

Hired labor: $9 00 tier liour including benefits typified wages paid on all 
f-mns. Labor exnense was calculated based on farmers' estimates of 
nied labor requirements. ' V

u ‘ st on Operating Capital was calculated based on 6 percent interest 
'■ assumption that operating capital would be borrowed on May 1 

'id on October 1. Thus, the calculation was 6 percent times • 
5/1. f one year times total operating costs (less operating capital 
cose,/.

i = |(.06) X (5/12) X lO.CH + acres

fquipme* .1 Depreciation: Calculation using straight line method, assum­
ing a 10-ycar life and 20 per cent salvage value on all items.

Dep. =• ((New Value -  Salvage Value) + 10) + acres

Interest on Equipment Investment was calculated as 6 percent times the 
average value over the life of the equipment.

i = ( 06 X ((New Value + Salvage Value) +  2)) + acres

Machinery Storage Building: In the survey of farm operators, no 
data were collected regard-ng farm buildings. To estimate this cost, 
it was assumed that a 40X40 foot building would be sufficient With 
a $25 per square foot building cost, investment would be $40,000. 
Assuming a 30-year life and zero salvage value, depreciation ex­
pense is calculated as ($40,000/30) acres using the straight line 
method. Interest is calculated as (($40,000 + 2) X (.06)] + acres.



«r
In  August 1978, a l o t t e r y  was h e ld  t o  d i s t r i b u t e  n e a r ly  60,0,00 a c r e s  o f  land 

f o r  a g r i c u l t u r a l  p r o d u c t i o n .  T h is  was the b e g in n in g  o f  th e  " D e lta  A g r i c u l t u r a l  

P r o j e c t " .

The lan d  was p l a t t e d  in  22 p a r c e l s  a v e ra g in g  2 ,650  a c r e s  e a ch .  S i z e s  o f  

the  i n d i v i d u a l  t r a c t s  ranged from  2,00C to  3 ,3 0 0  a c r e s .  S t u d ie s  con d u cted  by  the 

U n iv e r s i t y  o f  A laska  d e te rm in e d  th a t  th e s e  siz< ~ were n e c e s s a r y  t o  p r o v id e  th e  

e co n o m ie s  o f  s c a l e  n e c e s s a r y  f o r  sm all g r a in  p r o d u c t i o n  in  a s e m i -a r id  c l i m a t e  

such as found in  the i n t e r i o r  r e g io n s  o f  A la sk a .

C le a r in g  o f  the la n d  began  during  the f i r s t  w in ter  f o l l o w i n g  the l o t t e r y .

The p r o g r e s s  made d u r in g  the two yea rs  s u c c e e d in g  the  l o t t e r y  has been phenom enal. '  

The a c t u a l  work th a t  h a s  been a cco m p lish e d  t o t a l s  n e a r ly  60% o f  c o m p le t i o n .  

V e g e t a t io n  on a p p r o x im a te ly  5 5 ,0 0 0  a c r e s  has been  knocked down and has been p i l e d  

i n t o  burn rows on  3 5 ,0 0 0  o f  t h e s e  a c r e s .  Crops were p la n te d  in  1980 on a bou t  

7 ,6 0 0  a c r e s ;  1901 w i l l  show a s i g n i f i c a n t  in c r e a s e  in  p la n te d  a c r e a g e .

In 1979, 1 .3  m i l l i o n  d o l l a r s  were loaned  t o  the A laska  Farm ers ' C o o p e r a t iv e ,  

I n c .  f o r  the p u rch a se  and c o n s t r u c t i o n  o f  a g r a in  e l e v a t o r .  D uring 1980, an 

a d d i t i o n a l  $ 3 0 0 ,0 0 0  was used t o  expand t h e i r  g r a i n  s t o r a g e  and h a n d l in g  c a p a b i l i t i e s .  

They now have s e c u r e  s t o r a g e  f o r  over  500 ,000  b u s h e ls  o f  g r a in .

I t  has become a p p a r e n t ,  how ever, th a t  an a d d i t i o n a l  f a c i l i t y  must be added 

in  th e  v e r y  near f u t u r e .  T h is  e l e v a t o r  l i k e l y  w i l l  be in  a l o c a t i o n  s e p a r a te  from 

the e x i s t i n g  f a c i l i t i e s  and w i l l  r e c e iv e  g ra in  from  the e a s t e r n  p o r t i o n  o f  the 

D e lta  A g r i c u l t u r a l  P r o j e c t  (D e l ta  I ) ,  a rd  a l s o  p r o d u c t io n  from th e  newly p lanned  

D e lt  -pansion  P r o j e c t ,  (D e lta  I I ) .  I t  i s  e x p e c t e d  th a t  c r n s t r u c t i o n  w i l l  be 

s t a r t e  in  1981.

The A laska Farmers C o o p e r a t iv e ,  I n c .  has c o n s t r u c t e d  a f i r s t  c l a s s  f e r t i l i z e r

DELTA AGRICULTURAL PROJECT



s t o r a g e ,  b l e n d in g ,  and p r o c e s s in g  p la n t .  This p la n t  has a s t o r a g e  c a p a c i t y  o f

6 ,0 0 0  to n s .  I t  can b len d  and o u t lo a d  12 ton s  o f  p r o d u c t  i n  ten  m in u te s .  They 

have a l s o  in c lu d e d  a modern bagg in g  u n i t  in  t h i s  f a c i l i t y .  W ith t h i s  a d d i t i o n ,  

they  w i l l  be a b l e  t o  h an d le  the  needs o f  a sm a ll  farm o p e r a t o r  who p r e f e r s  bagged 

m a t e r ia l s  as w e l l  as the  l a r g e  farm ers  who han d le  most m a t e r i a l s  in  b u lk  fo r m .

G rain  h a r v e s te d  in  1980 t o t a l e d  a p p r o x im a te ly  7 ,8 0 0  t o n s  from  th e  D e lta  

A rea . This was much h ig h e r  than in  the p a s t  as  v e r i f i e d  by  f i e l d  c h e c k s  b e f o r e  

h a r v e s t .  Due t o  se v e r  w eather c o n d i t i o n s  and p r e d i t o r  ( b u f f a l o )  damage, h ow ever ,  

f i e l d  l o s s e s  ranged  a s  h ig h  as  50%. D e s p ite  t h e s e  p ro b le m s ,  th e  t o t a l  tonnage  

h a r v e s te d  w i l l  averaged  o v er  30 b u sh e ls  per  a c r e .

S in ce  1980 was the  f i r s t  year  o f  any s i g n i f i c a n t l y  l a r g e  a c r e a g e  p l a n t e d ,  i t  '  

se rv e d  as an e d u c a t i o n a l  p e r i o d .  Much was le a r n e d  from t h i s  s e a s o n  and t h i s  

knowledge w i l l  be in c o r p o r a t e d  i n t o  farm ing p la n s  f o r  s u c c e e d in g  y e a r s .  We have 

the t e c h n o lo g y  t o  overcom e the prob lem s th a t  s u r fa c e d  t h i s  y e a r  and w ith  the 

knowledge w e 'v e  g a in e d ,  many o f  the  prob lem s en cou n tered  in  t h i s  y e a r ' s  h a r v e s t  

w i l l  b e  ov ercom e .

E st im a tes  o f  b a r l e y  p r o d u c t io n  tonnage f o r  the n e x t  f i v e  y e a r s  from  D e lta  

I  and D e lta  I I  a r e :

Year D e lta  I D e lta  I I T o t a l

1981 25 ,0 00 - 0 - 2 5 ,0 0 0

1982 4 0 ,0 0 0 5 ,0 00 4 5 ,0 0 0

1983 4 0 ,0 0 0 15,000 5 5 ,0 0 0

1984 4 0 ,0 0 0 30,000 7 0 ,0 0 0

1985 4 0 ,0 0 0 35,000 7 5 ,0 0 0

With the  op e n in g  o f  new a g r i c u l t u r a l  la n d s  in  D e lta  J u n c t i o n ,  th e  private* 

b u s in e s s  s e c t o r  has s te p p e d  in  t o  b eg in  s u p p ly in g  the fa rm ers  w ith  needed qu ipm ent, 

p a r t s ,  and s e r v i c e .  At the  p r e s e n t  time th e re  a r e  th ree  equ ipm ent d e a l e r s  o p e r a t in g  

in  th e  a r e a .  They r e p r e s e n t  the th re e  m ajor m a n u fa ctu rers  o f  a g r i c u l t u r a l  equipment



th ey  have in  th e  p o t e n t i a l  f o r  a g r i c u l t u r a l  developm ent in  i n t e r i o r  A la s k a .

C o n c u rre n t  w ith  th e  expanded fe e d  g r a in  p r o d u c t io n  in  the  S t a t e  i s  th e  in c r e a s e  

in  nur.bcrs o f  l i v e s t o c k  be ing  r a i s e d .  B e e f ,  d a i r y ,  and hog p r o d u c t i o n  have a l l  

taken a l a r g e  upswing in  the D e lta  a re a .  B eef an im als  h e ld  f o r  b r e e d in g  p u rp oses  

have more than t r i p l e d  i n  the p a s t  y e a r .  In a d d i t i o n ,  s e v e r a l  fa rm ers  who have 

n ot  p r e v i o u s l y  k ep t  bet f  herds a re  g e t t i n g  geared  up t o  h a n d le  them.

The i n t e r i o r  d a i r y  in d u s tr y  which f o r  y e a r s  has been e x t i n c t  r e c e i v e d  a 

s h o t  i n  th e  arm when N orthern  L ig h t s  D a iry  began p ro d u c in g  and p r o c e s s i n g  m ilk  

in  J u l y  o f  1 9 8 0 .  They w ere f o l l o w e d  by a n oth er  p ro d u cer  who came on l i n e  in  

November and began  s h ip p in g  m ilk  through  t h e i r  f a c i l i t y ,  A t h i r d  fa rm er i s  in  the
/•

p la n n in g  s t a g e  now f o r  ih e  i n c l u s i o n  o f  a d ia r y  herd in  h i s  o p e r a t i o n .

In 1980 t h e r e  were fewer than 1 ,500  hogs r a i s e d  in  A la s k a .  That s i t u a t i o n  

w i l l  ch an ge  r a p i d l y ,  as  ev id e n ce d  by the c o n t r u c t i o n  o f  a c o m p le t e ly  c o n f i n e d  farrow  

t o  f i n i s h  hog o p e r a t i o n ,  in  the  D e lta  a r e a .  When in  f u l l  o p e r a t i o n ,  t h i s  p la n t  

w i l l  h ou se  150 sows and r a i s e  3 ,0 0 0  f a t  h ogs  per y e a r .

TKe a d d i t i o n a l  l i v e s t o c k  from  th e se  i n i t i a l  e n t e r p r i s e s  w i l l  s e v e r e l y  tax  

the a v a i l a b l e  re d  mea- p r o c e s s in g  th a t  ' s  a v a i l a b l e  in  A la sk a ,  T h e r e f o r e ,  i t  i s  

e x t r e m e ly  .m p o r ta n t  th a t  f a c i l i t i e s  be s t a r t e d  now t o  a l l e v i a t e  a g l u t  in  the  

l i v e  an im al m arket th a t  i s  sure  t o  o c c u r .





MEMORANDUM
H f ! S 9 M H g ) | 6 P F  '

State of Alaska

t o :  R e p r e s e n t a t i v e  T e r r y  G a r d i n e r  
H o u s e  R e s o u r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e

DATE:

FILE  NO:

ATTN: M ary H a k a la

f r o m . M ik e  G i l l e l a n d  j y l
P l a n n i n g  C o o r d i n a t o r  
A l a s k a  A g r i c u l t u r a l  A c t i o n  C o u n c i l  
O f f i c e  o f  t h e  G o v e r n o r

TELEPH O N E NO: 

S U B JE C T :

F e b r u a r y  1 9 ,  1 9 8 1

D e l t a  B a r l e y  P r o d u c t i o n

In  1 9 8 0  a p p r o x i m a t e l y  1 1 , 0 0 0  a c r e s  o f  b a r l e y  w e r e  s e e d e d  i n  t h e  D e l t a  
J u n c t i o n  a r e a .  T o t a l  HARVESTED t o n s  o f  b a r l e y  w a s  7 , 8 0 0 .  T h e r e  w e r e  
o v e r  2 , 0 0 0  a c r e s  o f  b a r l e y  f i e l d s  t h a t  w e r e  d a m a g e d  b y  b i s o n  f o r a g i n g  
and  t r a m p l i n g  t h a t  s i g n i f i c a n t l y  r e d u c e d  t h e  q u a n t i t y  h a r v e s t e d .

O f  t h e  7 , 8 0 0  t o n s ,  5 , 5 0 0  w e r e  d e l i v e r e d  t o  t h e  A l a s k a  F a r m e r s  C o o p ­
e r a t i v e ,  I n c o r p o r a t e d  t o  b e  s u b s e q u e n t l y  p u r c h a s e d  b y  t h e  S t a t e  o f  
A l a s k a  w i t h  t h e  3 r d  y e a r  f u n d s  f r o m  t h e  " T e s t  M a r k e t i n g "  p r o g r a m .
T h e  b a l a n c e  o f  2 , 3 0 0  t o n s  i s  b e i n g  h e l d  i n  o n - f a r m  s t o r a g e  b y  t h e  p r o ­
d u c e r s  t o  b e  u s e d  i n  t h e i r  own d a i r y ,  b e e f ,  a n d  h o g  o p e r a t i o n s .

T h e  b a r l e y  p u r c h a s e d  f r o m  t h e  C o o p e r a t i v e ,  b y  t h e  S l a t e ,  i s  b e i n g  
m a r k e t e d  by  t h e  A l a s k a  A g r i c u l t u r a l  A c t i o n  C o u n c i l  o f f i c e  i n  F a i r b a n k s .  
T o  d a t e  we h a v e  s o l d  1 , 4 9 3  t o n s  t o  i n - s t a t e  u s e r s .  We h a v e  i n  a d d i t i o n  
c o n t r a c t e d  f o r  s a l e  a n d  d e l i v e r y  o f  a p p r o x i m a t e l y  2 , 0 0 0  t o n s .  A s  t h e  
c o o r d i n a t o r  o f  g r a i n  s a l e s ,  I a l s o  a n t i c i p a t e  a t  l e a s t  a n o t h e r  1 , 0 0 0  
t o n s  t o  b e  s o l d  f r o m  t h e  1 9 8 0  p r o d u c t i o n .  T h i s  w i l l  l e a v e  u s  w i t h  
a " c u s h i o n "  o f  1 , 0 0 0  t o n s  f o r  c o n t i n g e n c i e s .

D u r in g  t h e  p a s t  m on th  a s u r v e y  was c o n d u c t e d ,  b y  o u r  s t a f f ,  o f  t h e  
D e l t a  p r o d u c e r s  f o r  t h e i r  e s t i m a t e s  o f  1 9 8 1  c r o p  y e a r  p r o d u c t i o n .  T he  
f i g u r e s  we o b t a i n e d  i n d i c a t e  t h a t  a r o u n d  1 6 , 0 0 0  a c r e s  w i l l  b e  s e e d e d .  
W it h  " n o r m a l "  w e a t h e r  c o n d i t i o n s ,  we s h o u l d  b e  a b l e  t o  p r o d u c e  2 0 , 0 0 0  
t o n s  o f  b a r l e y .  I w o u l d  a n t i c i p a t e  a t  l e a s t  a 10% i n c r e a s e  i n  d o m e s t i c  
u s e a g e  w h ic h  w o u l d  r e q u i r e  som e  5 , 0 0 0  t o n s .  T h e  b a l a n c e  o f  a p p r o x i ­
m a t e l y  1 5 , 0 0 0  t o n s  w o u l d  t h e n  b e  a v a i l a b l e  f o r  e x p o r t  s h i p m e n t .

I f  y o u  n e e d  a n y  f u r t h e r  c l a r i f i c a t i o n  o n  t h i s  s u b j e c t  p l e a s e  c o n t a c t  
m e .

02-001 (Rev. 5/75)



FIRES RELATED TO DELTA AGRICULTURAL PROJECT

No. Name Cause Acres Start tc1 Cont

912007 Delta Earley 3 Controlled Burn equip, use 3 0 , 0 5 0 117 days*

912013 Kachelmier Controi led Burn Escaped 1,285 7 days

9 1 2 0A 3 Delta Barley 6 Control led Burn Escaped 125 2 days

9 1 2 0A6 Delta Barley 7 Control led Burn Escaped 3 .A00 23 days

9 1 2 0A8 Delta Barley 8 Control led Burn Escaped 5,770 7 days

1980

No. Name Cause Acres

Durat ion 
Start to Control

012009 Ferguson Farm Controlled Burn Escaped 7,155 15 days ✓

012011 Barley Way Controlled Burn-Escaped 220 15 daYs

012013 Tract H Controlled Burn Escaped 360 15 days

01203'* Tract J Cat. Exhaust 2^0 ** days

* Includes three individual manning and demanning operations, two control dates 
before the final control date.



MAJOR FIRE COSTS RELATED TO DELTA AG PROJECT

60,000 ACRES TOTAL AGRICULTURE PROJECT

fire a ACRES COST

312007 30,050 *<,336,916. includes 799,1

912013 1 ,285 63,6*11.

9120*13 125 Costs for these three fi

9120*16 3,*<00 lumped in with 9 1 2 0 0 7 fi
9120*18 5,770 and cannot be broken nut

*10,630 *<,*<00,557.

1980

c 1 RE a ACRES COST

01 2 0 09 7,155 399,*<91.

012011 220 28,098.

0 1 2 0 1 3 360 38,02*1.

01203*1 2*iO 165, *<92.



Issues Regarding the Delta Agricultural Project

1. What u as the major impetus for the Delta agricultural project? Date o f legislation?

The State of Alaska has recently undergone a period of high economic activity caused by construction of the oil 
pipeline. With completion of the pipeline, unemployment in Alaska has riser, substantially. Agricultural and fishery 
developments are viewed by many Alaskans as the means to stabilize the economy.

The Delta agricultural project was undertaken by the Governor of Alaska using existing departments of the execu­
tive branch. The project is directed by the special projects coordinator within the Office of the Governor. The 
legislature approved the development program and provided initial funding during its 1978 session in the amount of 
$4.8 million dollars. A second appropriation bill in the amount of $7.1 million passed the legislature in 1979.

2. What are the objectives o f the project?

With less than 20.000 acres in ^reduction in a state with 20,000.000 acres of farmable land, Alaska’s agricultural 
potential is largely undeveloped. This project is drected at developing a latent renewable resource into a productive 
economic and social activity.

Such development will strengthen Alaska's economy and reduce its boom-bust cyclical nature. The program will 
be conducted in a manner that will facilitate creation of the necessary infrastructure concurrent with development of 
the farm program. In conjunction with this objective is the organization of a marketing effort which will include both 
domestic and foreign sales of agricultural products from project and adjacent lands.

3 What is the land development program?

Phase one was initiated with u land sale in August 1978. A 60,000 acre block near Delta Junction, Alaska, was 
broken down into twenty-two tracts and sold by lottery. Presently approximately 53.000 acres have been ‘ ‘knocked 
down", 40.000 acres piled into berm rows, and 7,000 acres planted to crop. The second phase, adjacent to the first, 
will be sold by lottery in early 1981 and consists of approximately 50,000 acres. The total amount of land in produc­
tion in the Delta Junction area, including privately owned, new project lands, should approach 150,000 acres by mid- 
1980's. Additional projects at Point MacKenzie (near Anchorage), and Ner.ana area of interior Alaska, are also en­
visioned for the neur future. Total land in production is scheduled to be close to 500,000 acres by 1990.

4. What are the major crops in the Delta agricultural project?

Barley and rapeseed are expected to be the initial major crops on project lands. Wheat may also be included. 
Lesser crops should include buckwheat, grass seed, hay and silage and potatoes.

5. How u ere farmers selected?

A lottery system has been used on all project land sales. To qualify for the lottery pool, an individual hud to 
possess $35,000 in equity capital, show evidence of management (not necessarily agricultural) background, be a 
resident o f Alaska for 30 days, and be a United States citizen. Corporations were excluded.

6. In what manner has the State participated in the f u n d i n g  process o f the project ?

Project funding includes a loan program for land dealing which amounts to approximately $165 per acre. Each 
farmer who bought a farm tract in the project was eligible for this loan. The terms included interest at 6 percent and 
a payback of 40 years. The land-purchase price, averaging $51 per acre, was repayable over a 20-year period. The 
State has built a gravel-based road system for $1,100,000 'hat connected project farms to the main highway. Monies 
were also allocated to administer the project and for a country elevator loan program (see 10). The State has also 
made low interest farm construction, machinery, and operating loans available. Plar.s are also being discussed for 
state participation in marketing, transpoi tation and processing systems.



7. What a bou t title on these lands?

Title on all State lar.ds sold for agricultural uses in Alaska has a unique feature. I: is fee simple with two restric­
tions; subsurface rights and all other development rights are retained by the State. In other words, the land can be 
used only for farming. The farmer is protected from land price increases based on other uses or non-agricultural 
speculation.

8. What are the marketing plans fo" the crops from this project '

Crops from project lands will be sold locally and in export mar'kets. The barley will probably substitute for most 
feed grainc entering the State. Projections indicate that local use will increase to consume as much as 50 percent of 
the crop by 1985. The remainder will be exported, probably to Japan and Taiwan. All rapeseed which grades number 
1 will be shipped whole to Japan.

9. Is transportation development being planned?

A number of studies and proposals have been completed coordinating an agricultural transportation system for 
the entire state. These include the use of trucks to transfer sites and off-loading to railroad cars. From that point, 
grain can be transported to either domestic or export users.

10. What about storage o f grain auaitir.g shipment?
A state loan for approximately S900.000 was granted to Alaska Farmers Cooperative of Delta Junction to build 

the first major country elevator in Alaska. Additional cooperative storage facilities plus considerable on-farm 
storage is planned. The State is also considering a proposal to construct a port grain terminal.

11. Are additional agriculture projects planned?

Two projects were recently approved by the Alaska Legislature. Ont. an additional 50.000 acre development ad­
jacent to the present project, and second, a 15.000 acre project near Anchorage designed for the dairy industry.

12. Where can I obtain more information about agriculture in the State of Alaska?

You may contact either Bob Pollock. Delta Agricultural Project. P. O. Box 887. Delta Junction, Alaska 99737, 
phone (907) 895-4687 or Bob Palmer. Chairman, Agriculture Action Council, State of Alaska, Pouch AN, Juneau, 
A l a s K a  99811, phone (907) 465-3568.

Alaskan Agricultural Action Council 
Revised June 4,1980
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P o t e n t ia l  Impacts o f  
I n te n s iv e  A g r ic u l t u r a l  
Development on W i l d l i f e  
in  Alaska

This i s  to  p ro v id e  an o u t l i n e  o f  s i g n i f i c a n t  in t e r a c t i o n s  which have 
a lready  occu rred  o r  that we should a n t i c ip a t e  in  the  near fu tu re  between 
a g r i c u l t u r e  and w i l d l i f e  in A laska . A more d e t a i le d  and f u l l y  docu­
mented d r a f t  r e p o r t  or "w h ite  paper" on th is  s u b je c t  w i l l  be com pleted 
soon. -

I .  I n t e r a c t io n  between a g r i c u l t u r e  and w i l d l i f e  w i l l  o c c u r .

A) The h i s t o r y  o f  both  favo?:able  and u n favorab le  in f lu e n c e s  o f  
a g r i c u l t u r e  on w i l d l i f e  in  North America i s  e x te n s iv e ly  docu­
mented.

B) Small fa m ily  farms g e n e r a l ly  b e n e f i t  some w i l d l i f e  s p e c i e s ,  
w h ile  1 irg<! f i e l d s ,  crop  m onocu ltures , and l i v e s t o c k  grazing  
a d v e rse l j  impact s e v e r a l  w i l d l i f e  s p e c ie s .

C) In A laska, the b e s t  areas f o r  a g r i c u l t u r e  are a ls o  fr e q u e n t ly  
the b e s t  f o r  some w i l d l i f e  s p e c ie s .

I I .  W i ld l i f e  h a b ita t  w i l l  be Impacted.

A) Loss or a l t e r a t i o n  o f  h a b ita t  w i l l  o ccu r  through crop  p ro d u c t io n ,  
g ra z in g , and use o f  h e r b i c id e s .

This i s  a major cause o f w i l d l i f e  p o p u la t io n  d e c l in e s  in  
many areas  o f  North America.

2) This  may cause major impacts in  Alaska on some fu r b e a r e r ,  
moose, b i s o n ,  b la ck  bear ,  and sm all game p o p u la t io n s .

B) C om petition  f o r  fo r a g e  may o c c u r .

1) Com petition  f o r  some w il lo w  s p e c ie s  o ccu rs  between moose 
and l i v e s t o c k  in  southeast  Idaho and Jackson H ole, and 
f o r  herbaceous p la n ts  between l i v e s t o c k  and b iso n  in  many 
areas  in c lu d in g  Alaska.

2) Com petition  between l i v e s t o c k  uiid moose f o r  some w illow s  
and herbaceous fo r a g e  i s  p o s s ib le  in  Alaska.

02*001 A{ Rev. 10/79)
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3) C om petition  f o r  g r a s s e s ,  sedges ,  and fo r b s  between l i v e ­
s t o c k  and D a li  sheep w i l l  o ccu r  i f  g ra z in g  i s  perm itted  
in  a lp in e  and su b a lp in e  a rea s .

A) C om petition  between r e in d e e r  and ca r ib o u  w i l l  o ccu r  i f  
re in d e e r  are  a llow ed to  graze  on t r a d i t i o n a l  ca r ib ou  
ranges .

I I I .  Depredation w i l l  o c c u r .

A) D epredation  on crop s  and s t r u c tu r e s  w i l l  r e s u l t  in  the need or
pressu re  t o  reduce a w i l d l i f e  p o p u la t io n  s i z e .

1) For example, a Board o f  Elk C ontro l was e s ta b l is h e d  in  
Utah to  c o n t r o l  e lk  numbers because o f  dep red ation  problem s.

2) In  A laska, d ep red ation  by b iso n ,  moose, w a ter fow l,  hares , 
s q u i r r e l s ,  b e iv e r ,  and perhaps o th e r  s p e c ie s  on g ra in ,  
hay, garden c r o p s ,  e n s i la g e ,  and fen ces  w i l l  in c r e a s e .

B) D epredation  on l i v e s t o c k  has a lready  and w i l l  con tin u e  to
r e s u l t  in  the need o r  pressu re  to  reduce o r  e l im in a te  p re d a to rs ,
such as w o l v c - 3  and b e a r s .

IV. D isease and p a r a s i te  problems in  both  l i v e s t o c k  and w i l d l i f e  w i l l
l i k e l y  in c r e a s e .

A) The in t r o d u c t io n  o f  in fe c t e d  l i v e s t o c k  or  dom estic  animals 
that a f f e c t  s u s c e p t ib le  w i l d l i f e  is  o f  paramount con cern .

1) This has co n tr ib u te d  to  c a ta s tr o p h ic  w i l d l i f e  l o s s e s  o f  
some w i l d l i f e  p o p u la t io n s  in  western s ta te s  und p r o v in c e s .

2) For example, Wyoming l o s t  thousands o f  an te lop e  and deer 
to b lu e -ton g u e  v ir u s  l a s t  y ea r ;  c a t t l e  are  the r e s e r v o i r  
host  f o r  t h i s  v i r u s .

B) L iv e s to ck  may i n f e c t  w i l d l i f e ,  and that w i l d l i f e  p op u la t ion  
then w i l l  serve  as a p o t e n t ia l  r e s e r v o i r  f o r  r e i n f e c t i o n  o f  
l i v e s t o c k .

1) W i l d l i f e  both  may be a f f e c t e d  by d ise a se  and c r i t i c i z e d  
f o r  be ing  the sou rce  o f  d is e a s e .

2) B r u c e l l o s i s  in  w estern  s t a te s  i s  the b e s t  example.

3) W i l d l i f e  have been s lau ghtered  to prevent r e i n f e c t i o n  o f  
l i v e s t o c k .

V. D ire c t  m o r ta l i ty  to w i l d l i f e  w i l l  in c r e a s e .

A) U n in ten tion a l p o ison in g  o f  w i l d l i f e  by f e r t i l i z e r s ,  h e r b i c id e s ,  
and p e s t i c id e s  has and w i l l  continue  to  o cc u r .
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B) Entanglement in  fe n c e s  w i l l  o c c u r .

C) Shooting o f  "n u isa n ce "  animals and poaching w i l l  in c r e a s e .

VI. Movements o f  w i l d l i f e  w i l l  be a f f e c t e d .

A) Lengthy fen ces  w i l l  c r e a te  a p h y s ic a l  b a r r i e r  to  l o c a l  move­
ments and seasonal m igra t ion s  o f  some s p e c ie s .

B) S tru c tu r e s ,  open f i e l d s ,  and in te n s iv e  human a c t i v i t y  may 
c r e a te  b e h a v io ra l  b a r r i e r s .

V I I .  A ccess -T resp a ss  problems w i l l  in c r e a s e .

A) A ccess  to  o r  through areas by hunters and trap p ers  w i l l  be 
l im ite d  by a g r i c u l t u r a l  developm ents.

B) Trespass by outdoorsmen, p o s s ib ly  r e s u l t in g  in  vandalism  and 
u n in te n t io n a l  p rop erty  damage to a g r i c u l t u r a l  developm ents, 
w i l l  in c r e a s e .

C) Improved p u b lic  a c ce s s  v ia  a g r i c u l t u r a l  development may c r e a te  
new w i l d l i f e  management ch a l le n g e s  which we should be prepared 
to  meet.

V I I I .  We should prov ide  f o r  the optimum susta ined  use o f  a l l  natura l 
r e s o u r c e s .

The t i c u l t u r a l  Industry should be developed and expanded in 
Alaska.

B) P o l i c y  d e c is io n s  should be d e l ib e r a t e  and o b j e c t i v e  and 
should s t r i v e  f o r  c a r e f u l  c o n s id e r a t io n  o f  s o i l ,  w ater ,  p la n t ,  
and w i l d l i f e  r e s o u r c e s .

C) W i ld l i f e  l o s s e s  and the l o s s  o f  t r a d i t i o n a l  uses o f  w i l d l i f e  
can be m itigated  with c a r e f u l  assessment and p lanning.

D) With proper p lanning , a g r i c u l t u r a l  development can be com­
p a t ib le  w ith  the long -term  w e l l -b e in g  o f  most w i l d l i f e  popula­
t io n s  in Alaska.
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SUBJECT: CY 1981 B ison  A c t i v i t i e s

This  i s  an o u t l i n e  o f  proposed b i s o n - r e la t e d  a c t i v i t i e s  f o r  ca len d a r  
y e a r  1981 f o r  your a p p rov a l .  I  am c o n c u r r e n t ly  b e g in n in g  work on a 
c o n t r a c t  f o r  land c l e a r i n g .  At t h is  s t a g e ,  the b id  r e q u e s t  w i l l  not  
s p e c i f y  a reas  o r  e x a ct  acreages  to  be c l e a r e d .

SUMMER RANGE

1. Begin working w ith  the Army to r e h a b i l i t a t e  summer b is o n  r a n g e . 
C o n s is t in g  o f  p r e s c r ib e d  burns an d /o r  f e r t i l i z a t i o n ,  t h i s  o p e r a t io n  
would attem pt to  p ro v id e  b e t t e r  q u a l i t y  and q u a n t ity  o f  fo r a g e  and to  
ho ld  the b is o n  on the  summer range lo n g e r .  I t  sh ou ld  be p o s s i b l e  to  
f e r t i l i z e  in  1981, a t  l e a s t  on a t e s t  b a s i s .  Burns may n o t  take p la c e  
u n t i l  1982 o r  1983. T h is  a c t i v i t y  i s  p r im a r i ly  to  a l l e v i a t e  b i s o n -  
a g r i c u l t u r a l  c o n f l i c t s .  S ince  summer range i s  n ot  a l i m i t i n g  f a c t o r
to  a herd o t  l e s s  than 400 an im als , i t  probably  i s  n o t  a c o s t  e f f e c t i v e  
way o f  Im proving b is o n  h a b ita t .

2. P ro v id e  s a l t  in  midsummer. S a lt  seems to h o ld  th e  b is o n  on t h e i r  
summer range lo n g e r  than they might o th e rw ise  s t a „ . We would put out 
30-5C b lo c k s  o f  50 pounds each o p p o s i t e  and south  o f  the Texas Range on 
the D eltn  R iv e r .  (See map). Timing o f  s a l t i n g  w ould depend on .bison 
movements.

TRAILS

3. Complete North (A lcan Highway) T r a i l  from 3 3 -M ile  Loop Road to  the 
b is o n  range c l e a r i n g s . Completion o f  t h i s  t r a i l  was d isp u te d  l a s t  y e a r .  
I f  i t  i s  l e f t  in com p le te ,  even w ith  i t s  b lo ck a g e  a lo n g  the Loop Road, 
the b ison  w 11 use i t — as they dem onstrated in  1980— to  a cce s3  T ra ct  A. 
Com pleting the t r a i l  to  our f i e l d s  should reduce  th e  p o s s i b i l i t y  o f  
e a r ly  damage. T ra ct  A was not p lanted  in  1980 but p r o b a b ly  w i l l  be t h i s  
y e a r .  I t  w i l l  a l s o  g iv e  b iso n  moving south  from the  p r o j e c t  a t r a i l  
a lon g  which they may s a f e l y  move. (See map). A p p rox im ate ly  2 m ile s  o f  
t r a i l  would be r e q u ir e d .
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A. Complete South T r a i l  from 33-M ile  Loop Road to  b i s o n  range  c l e a r i n g s . 
This  was the t r a i l  o r i g i n a l l y  d es ig n a ted  by the. Army i n  t h e i r  b i s o n  p la n  
f o r  b i s o n  range a c c e s s .  I f  the b is o n  move a lon g  the m i l i t a r y ' s  p lanned  
t r a i l  system , i t  may be u s e fu l .  Two t r a i l s ,  thi-s one and the  n o r th  
t r a i l ,  should  h e lp  t o  maximize b is o n  movement t o  the ra n g e .  A p p rox im ate ly  
2 m i le s  o f  t r a i l  would be r e q u ir e d .  (S ee  map).

5 . C ooperate  w ith  m i l i t a r y  to  p ro v id e  fo r a g e  a lo n g  th e  t r a i l s  and in
the food  p l o t s  they have c l eared . The Army has l a r g e l y  com p le ted  developm ent 
o f  a t r a i l  system a c r o s s  F ort  Greely t o  the b i s o n  ra n g e ;  i t  in c o r p o r a t e s  
some g r a v e l  roads and sh ort  e jections  o f  new t r a i l s .  Food p x o t s  a re  
l o c a t e d  i n  s e v e r a l  p la c e s  a lon g  the  t r a i l ,  and we would work w ith  them 
t o  promote maximum use o f  these  fo o d  p l o t s .  The Army r e p o r t s ,  th a t  f o o d  
p l o t s  p la n ted  l a t e  t o  o a ts  on the 33 -M ile  Loop were u sed  h e a v i ly  by 
b is o n  l a s t  f a l l .  Those p o r t io n s  o f  t h e i r  t r a i l  system  th a t  can  be  
p lanted  w i l l  be . (See  map).

6. B lo ck  a c c e s s  to  north  from t r a i l  system w ith  berms, b ru sh ,  f e n c e  
s e c t i o n s ,  and g a tes  as a p p r o p r ia te . W hile b i s o n  go where they  w i l l ,  i t  
may be p o s s i b l e  to  d i r e c t  t h e ir  movements to  a d e g re e  by b lo c k in g  c r o s s  
t r a i l s  a g a in s t  t h e i r  p assage . T h is ,  in  com bin ation  w ith  the inducem ent 
o f  s a l t  and fo r a g e  a lon g  the " r i g h t "  t r a i l s ,  may le a d  more o f  them to
b iso n  range f i e l d s .  Three c r o s s  t r a i l s  o f  p a r t i c u l a r  co n ce rn  a r e :  an
o ld  f i r e  l i n e  c r o s s in g  both the north  and south  m i l i t a r y  t r a i l s ,  an o ld  
tre-’ 1 hrough our e x i s i t i n g  f i e l d s  and T ra ct  A, and th e  1A08 ro a d .  A 
t r a .  Leading from the crushed area  may a l s o  need t o  be gated  o r  b lo c k e d .
Other t r a i l s  may neeu to  be b locked  as w e l l .

7 . A s s i s t  the Army in  p ro v id in g  s a l t  a lon g  t h e i r  t r a i l s  as an im als 
begJn m oving. The Army has n e a r ly  500, 50-pound b l o c k s  o f  s a l t  to  use  
f o r  the purpose af d i r e c t in g  the animals a lon g  t h e i r  t r a i l  system . We 
would c o o p e r a te  w ith  them to  ensure the b lo c k s  a re  s e t  out a t  th e  optimum 
time and p la c e s .

FIELDS AND PLANTINGS

8. C lear  f i e l d s  and t r a i l s  to  l i m i t s  o f  money a v a i l a b l e  in  a NW-SE 
a x is  a long  the n orth ern  edge o f  the b is o n  ra n g e . F i e ld s  o f  v a r y in g  
s i z e s  would be c le a r e d  f i r s t  in  the crushed area  and l a t e r ,  as money 
p e rm its ,  sou th  and p a r a l l e l  to  the  f i r s t  s e r i e s .  T r a i l s  would in t e r c o n n e c t  
th ese  f i e l d s  and th ose  c le a r e d  in  1979 wiLn the t r a i l  system  d is c u s s e d  
e a r l i e r .  A t r a i l  o r  t r a i l s  would a lso  be c le a r e d  to  w ater  a t  Sawmill 
Creek. (See  map).

9. P lant f i e l d s  w ith  b a r le y  and p e r e n n ia l s . F i e ld s  would be p lan ted  
w ith  b a r le y  o r  p e r e n n ia ls .  The mix or  fo r a g e  has n ot  been d e c id e d ,  but 
in  o rd e r  t o ‘ reduce  annual m aintenance, more p e r e n n ia l  f i e l d s  would 
l i k e l y  be p la n ted  than b a r le y  f i e l d s .  We w i l l  a ttem pt to  farm the 
b a r le y  f i e l d s  on a sh a recrop  b a s is .



HARASSMENT

10. R a d i o - c o l l a r  a d d i t io n a l  b is o n  to  a l lo w  b e t t e r  d e t e c t i o n  o f  movements. 
F iv e  a d d i t i o n a l  r a d io  c o l l a r s  a re  on hand and would be p la ce d  on b is o n
as tim e and money perm its . In  a d d i t i o n ,  r a d io  c o l l a r s  would be used 
n ex t  f a l l  t o  t ra ck  b is o n  movements. They a re  a l s o  u s e f u l  f o r  c o m p o s i t io n  
co u n ts  and r e c o r d in g  m ig ra t io n  p a t te r n s .

r

11 . D iv e r t  b iso n  south o f  the Alaska Highway to  the t r a i l  system  and 
the b is o n  ra n g e . We would m on itor  b i s o n  movements r e g u l a r l y  as they  
move e a s t  and attem pt, through v a r io u s  forms o f  harassm ent, t o  keep  them 
sou th  o f  the Alaska Highway and moving toward the  b is o n  ra n ge . As 
h a rv e s t  i s  com p le te ,  harassment would c e a s e .

The f o l l o w i n g  t a b le  l i s t s  the p r i o r i t y ,  estim ated  c o s t ,  and man-days f o r  
th e  a c t i v i t i e s  l i s t e d  above.

PRIORITY AND ESTIMATED COST OF PROPOSED PROJECTS CY 1981 

P r i o r i t y  __________ A c t i v i t y __________________  Estim ed Cost Estim ated Man-Days

1 (8 )  C lear  F ie ld s $25,615 1A
1 2

2 (9 )  P lant F ie ld s 11,385 A

3 (1 )  R e h a b i l i t a t e  Summer Range 3 ,0 0 0 3 20

A (2 )  S a lt 250 A

5 (3 )  Complete North T r a i l 150 1

6 (A) Complete South T r a i l 150 1

7 (6 )  B lock  A ccess 250 10
A A

8 (10 ) R a d io -C o l la r  B ison 3,000 10
A

9 (11 ) D iv er t  B ison 2, UuC A0A

10 (5 )  Cooperate  w ith  M i l i t a r y :
S a lt  and Forage - 0 - 5

N otes

1 . The t o t a l  expen d itu re  o f  time and money would depend on the amount o f  
money a v a i la b l e .  Assuming $37 ,000  remains from the $5C,000 FY81 B ison  Range 
A p p r o p r ia t io n ,  about 115 t e r e s  cou ld  be c le a r e d  and p la n t e d .  I f  an a p p r o p r ia t io n  
b i l l  i s  passed and mode e f f e c t i v e  t h is  s p r in g ,  i f  s h a re cr o p p in g  arrangem ents 
can be n e g o t ia te d  or i f  major use i s  r, ade o f  the crushed a r e a ,  a d d i t i o n a l  
a c r e s  cou ld  be c l e a r e d .

2 . The man-days f i g u r e  proposed  assumes c l e a r in g  and p la n t in g  115 
a c r e s .
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3 . T h is  money co u ld  come from the  $50 ,000  a p p r o p r ia t io n .  I f  i t  comes 
from  a n oth er  s o u rc e ,  o r  i f  i t  i s  n o t  u sed , about 10 a d d i t i o n a l  a c r e s  
co u ld  be c le a r e d  a n d /o r  p lanted  on the B ison  Range.

4 .  At c u r r e n t  budget l e v e l s ,  I  recommend s p e n d in g 't h i s  amount o f  money 
and tim e i n  FY82. I f  a d d i t io n a l  money becomes a v a i l a b l e ,  s u b s t a n t i a l l y  
improved c o n t r o l  o f  b is o n  movements co u ld  p rob a b ly  b e  e f f e c t e d .

I f  you con cu r  w ith  th e  a c t i v i t y  and p r i o r i t i e s  l i s t e d  above , i t  may be  
n e c e s s a r y  to  m od ify  our agreement w ith  the U.S. Army o r  g e t  them t o  
m od ify  t h e i r  b i s o n  p la n .  T h e ir  p lan  d oes  not  c a l l  f o r  the c o m p le t io n  o f  
the n orth  t r a i l  to  the  b i s c n  ra n ge . F u rth er , t h e i r  p la n  d o e s  n o t  c a l l  
f o r  developm ent o f  b i s o n  range on the w est a id e  o f  th e  D e lta  R iv e r ;  
however, i t  d oes  n ot  e x c lu d e  i t  e i t h e r .  A d r a f t  l e t t e r  to Co1 m e l  
B o n ito  was sen t  to  you a few  days e a r l i e r .  ' *

I f  t h i s  d oes  n ot  p r o v id e  the d e t a i l  you requ ested  e a r l i e r ,  p le a s e  c o n t a c t  
Bud o r  me. The map o f  the proposed  c l e a r in g  and t r a i l  work w i l l  ba 
e n c lo s e d  o r  sen t  in  a few days as  soon as we g e t  i t  c o p i e d .



M a r c h  4 ,  I 9 f i

Sa I l y ,

D o c to r Don T o m lin , A g r i c u l t u r a l D i r e c t o r  f o r  th e  Tanana C h ie fs  a g r i c u l t u r a l 

p rog ram  came by th e  o f f i c e  to d a y +o p ro v id e  you w i th  copy o f h is  l e t t e r  

t o  R e p re s e n ta t iv e  Moss and backup in fo rm a t io n .

D r . T om lin  is  re q u e s t in g  c o n t in u a t io n  and: e xp a n s io n  o f th e  v i l l a g e  g a rd e n in g  

p rog ram  w h ich is  a d m in is te re d  by th e  TCC. B IA w i l l  c o v e r o n ly  h a l f o f th e  

g a rd e n in g  a s s is t a n t s  needed t o  G a rry o u t th e  p ro g ra m 's  in t e n t .  TCC is  

re q u e s t in g  $379 ,5 00 from  th e  ie g is la t u r e .

D r . T om lin  w i l l  be t e s t i f y i n g  b e fo re  th e  R esou rce s C omm ittee to d a v . He is  

h o p c 'v ! o f m e e tin g you !

9^



March 2, 1981

Representative Pappy Moss 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Pappy:

I've changed work since I last talked with you; I'm directing the agri- 
fo r ̂aWSrWB'C7nWf9*,‘as of the f irs t of th is month.

My boss, Jack Litton, said that he had talked with you about the Tanana 
Chiefs Conference village agricu ltu re program. As you probably know, 
they have had continuing growth of interest in the s%n99tm«ii*aa§amt«NN0ai 
Last ye* r , through your effo rts in the 1979 legislature, TCC was able 
to place a gardening assistant in each of its six subregions to help the 
village residents with the ir gardening effo rts .

The money you obtained from the 1980 Legislature for the food process­
ing and preservation facilities in in te rio r villages was channeled through 

^  'C ^ the Department of Community and Regional A ffa irs . We found an engineer
in Anchorage to do the design and pricing on the brine -reservo ir,

* 5 \ "  passive freezer bu ild ing . We're looking at this as a pilot model, to seel-'Q ' how well it works before we tr y  any more of them. The rest of the
£• money will go for food processing - preservation buildings (canning
V -‘ftk itchen and root cellar, with a lean-to greenhouse) in three villages,
\ \  "'and a tra in ing program fo r these facilities. We have every intention of 
\  completing construction this summer, in time fo r the food centers, at 
\  least, to be used. The passive freezer can probably be used to store
\  food this fa ll, but its reservoir of cold will not be functional until it

has gone through a whole w inter.

I th ink the food centers will create interest in other villages but indica­
tions so far are tha t not every village will want or need one. We have 
budgeted fo r a few more next year.

Jack and I have discussed ot,r views of the
Inyrprd^ramv We hope to a SSrS'.groups of skilled in
each which will c s ;ry on the interest and provide support to the
neophytes. We th ink che gardening equipment needs in the villages of 
our region have p re tty well been met and anythin^' f'.r th e r would be of 
a maintenance nature.

JOBS10
c1



Page 2
March 2 , 1981

We do feel tha t it is extremely important thQ program of
provid ing people to help with gardening in the villages. We must not 
lose the momentum of interest developed in the past two years. We 
hope tha t a few more seasons of th is assistance will build suffic ient 
interest that we can reduce our effo rts and expect it to continue.

That brings up the problem we are facing now. Our curren t B .I.A . 
suMpumhiitHMtym will not cover more 'UldlT UrWyilU'Tl" fliSII Uf" the gardening 
unwrMmnta fo r this summer. We need at least six people working in the 
subregions to maintain the same level of support as last year, To 
properly handle the job, we need eight people. This is fo r th ir ty  
villages. Koyukon Development Corporation is covering only eight 
villages th is year instead of the twenty last year, while Venetie and 
A rctic Village have opted out of the programs. It will cost us $20,650 
per person to provide tra in ing and keep them working in the villages 
through the gardening season. We also need to provide them with some 
basic visual aids, which will cost about $300 per person. Is there any 
way you could get money to support our program fo r th is season? We 
would need an initia l appropriation by May 1, and another by July 15.
Of course, we need to look forward to 1982, so we don 't get caught 
behind the eight ball again. I've outlined these needs in a b u d g e t  

sheet at the end of this le tte r.

Confidentia lly, th ink you know as well as we do tha t a vacuum has 
developed in this area of assistance to village gardening. The Cooperative 
Extension Service no longer budgets for travel to the rura l areas, nor 
has it su ffic ien t personnel to handle the rural needs. The Agricu ltu ra l 
Experiment Station has never been oriented to the needs of subsistence 
gardening. I've been rather closely involved in the rumblings in the 
Rural Education Division of the Univers ity regarding its agricu lture 
program at the Galena Regional Learning Center, and given the basic 
premises of Rural Education's adm inistrators, I can't ste any way that 
they will be able to cope with the need. Koyukon Development Corporation 
seems to be dra»</ing back on the ir participation compared with last 
year. Of course, KDC and the Galena Center cover only 20% of the 
Doyon region. I d idn 't intend this as critic ism ; it's only to point out 
that a serious vacuum exists in TCC's te rr ito ry and we must exert 
greater effo rts to fill it. A fte r all, what can be more important than 
teaching rural residents to produce and store the ir own foods.

JOBS10
c2
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These, then, are our needs fo r support of thei 
We hope you will be able to give it your support, 
to discussing th is with you in Juneau.

Sincerely,

TANANA CHIEFS CONFERENCE, INC.

I'm looking forward

Don C. Tomlin, Ph.D. 
Agricu ltu ra l Director

DCT/699k 
enc.

JOBS10
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Budget for TC C  village gardening assistance program

May 1 to Ju ly  14, 1981, 6 persons

wages 6 @ $1,750 per month 26,250
fringe benefits @ 21% 5,510
travel 7,500
per diem 8,200
train ing 5,100
visual aids 1,800

54,360

Ju ly  15 to September 15, 1981

wages 21,000
fringe benefits 4,410
travel 6,000
per diem 8,930
training 4,740

45,080

March 15 to September 15, 1982, 8 persons

wages 8 @ $1,800 per month 86,400
fringe benefits 18,140
t ra w l 24,000
per diem 30,240
training 11,120
visual aids 900

170,800

Indirect Costs @ 25.8% of wages 41,720
Indirect Costs @ 36.7% of all other costs 39,830

Tota. 351,790

Capital Expenditures

6 food processing centers @ $50,000 300,000
(canning kitchen, root ce lla r, greenhouse) 

plus 10% inflation 30,000
plus overhead @ 15% 49,500

$379,500

J O B S 1 0
c4



H o u s e  o f  R e p r e s e n t a t iv e s

House Resources Committee/ Room 118 

Wednesday; March 4 3PM_______TELECONFERENCE

Committee on Resources
Pouch V 

State Capitol
AGRICULTURE HEARINGS Juneau, Alaska 99S11

Terry Gardiner, Co-Chairman 
Fred F. Zharoff, Co-Chairman 
465-3715

Scheduled Speakers: 

DELTA 1 & 11:

BISON Sc WILDLIFE CONCERNS

RED MEAT INDUSTRY:

Rep. Pf.ppy Moss 
A g r ic u ltu re  A ction  C o u n cil 
G era ld  Brehmer, D e lta  farm er 
Adrian F re d r ic h , A laska  Fa rm er's  

Coop, v ia  te le co n fe ren ce  
Te leconference p a r t ic ip a n ts

D ick B ishop , A laska  Dept, of 
F ish  & Game

Bob P o llo c k , A g r ic . A ctio n  
Council 

Don Tomlin

LAND LEASING POLICIES: Ted Sm ith, DNR

Thursday; March 5 3PM

Issu e s  which w i l l  be addressed :

P t . McKenzie 
Nenana-Totchaket



Register 72, January 1980 NATURAL RESOURCES 1! AAC 54.510
11 AAC 55.010

(30) “ state” means State of Alaska;

“ timber land" means those lands which, 
of physical, climatic and vegetative

(31) 
because
conditions, are presently or potentially chiefly 
valuable for the production of timber and other 
forest products:

(32) the masculine gender 
feminine and the neuter:

Includes the

(33) the singular number includes the plural;

(34) “ unclassified lands” means all.lands not 
otherwise classified;

(35) “ university lands” means all Sections 33 
reserved to the University under 38 Stat. 1214, 
as amended (48 U.S.C. 353), and all lands 
presently or hereafter reserved for the benefit of 
the University of Alaska;

(36) “vendee” shall mean the purchaser;

(37) “vendor” shall mean the State of 
Alaska;

(38) “open-to-entry lands”  means those lands 
which meet the criteria as established by AS 
38.05.077;

(39) “ resource management lands”  means 
those lands containing an association of surface 
and/or subsurface resources which are especially 
suited to multiple-use management. Such 
management may be accomplished in whole or 
in part pursuant to an inter-agency agreement. 
(Eff. 7/1/60, Reg. 1; am 8/15/64, Reg. 18; am 
3/22/69, Reg. 28)

Authority: AS 38.05.020 
AS 38.05.035 
AS 41.20.020

ARTICLE 4.
HOMESITES

Repealed 5/13/79.

ARTICLE 5.
OPEN-TO-ENTRY
Repealed 5/13/79.

CHAPTER 55.
LAND PLANNING AND 

CLASSIFICATION

Section 
10. Application of chapter 
20. Planning and classification 
30. Preparation of plan 
40. Classification 
50. Agricultural land 
60. Commercial land 
70. Forest land 
80. Grazing land 
90. Greenbelt land 

100. (Repealed)
110. Industrial land 
120. Material land 
130. Mineral land 
140. (Repealed)
150. Private recreation land
160. Public recreation land
170. Reserved use land
180. Residential land
190. Resource assessment land
200. Resource management land
210. Utility land
220. Watershed land
230. Wildlife habitat land
240. Reclassification
250. Notice
260. No effect on valid existing rights 
270. ... Proposing classifications 
280. Definitions

11 AAC 55.010 APPLICATION OF CHAP­
TER. This chapter deals with the planning and 
classification of all land under the management 
authority of the department, as well as land that 
has been selected or is otherwise to be acquired 
by the state and managed by the department. 
The intent of this chapter is to establish a sys­
tem of land classification based on a land use 
planning process that recognizes the varied 
resources of the state, including land, water, and 
air, and the many competing demands for those 
resources. The planning piocess will provide for 
the balanced use. development, and conservation 
of those resources for the maximum benefit of 
the people of Alaska. (Eff. 11/12/78, Reg. 68; 
am 10/14/79, Reg. 72)

Authority: AS 38.04.900 
AS 38.05.020 
AS 38.05.300

✓✓
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11 AAC 55.040
11 AAC 55.070Register 72. January 1980 NATURAL RESOURCES

available tor the acquisition of rights to lease 
local.ble minerals under AS 38.05.205 and 11 
AAC S6.300 -  11 AAC 86.325, subject to any 
restrictions in each specific classification: re­
source management and wildlife habitat.

(f) Depending on the land use plan and subject 
to any restrictions in each specific classification, 
land .n the following classifications may also be 
available for the acquisition of rights to lease 
beatable minerals under AS 38.05.205 and 1 1 
AAC 86.300 - 11 AAC 86.325: commercial, 
greenbelt. industrial, public recreation, reserved 
use, and watershed.

(g) Land in the following classifications is 
available for the disposal .of materials and of 
timber, subject to any restrictions in each 
specific classification: agricultural, commercial, 
forest, grazing, industrial, material, mineral, 
resource assessment, resource management, 
utility, watershed, and wildlife habitat.

(h) Depending on the land use plan and sub­
ject to any restrictions in each specific classifi­
cation, land in the following classifications 
may be available for the disposal of materials 
and timber: grecnbelt, private recreation, public 
recreation, and reserved use.

(i) Land or an interest in land in the following 
classifications is available for sale, lease or other 
disposal, subject to any restrictions in each 
specific classification: agricultural, commercial, 
industrial, mineral land (if acquired by escheat 
or foreclosure only), private recreation, residen­
tial. and utility.

(j) Title to landrin the fcutovringnriassifitations 
must be retained in state ownership, but an 
interest in land may be available for lease, sub­
ject to any restrictions in each specific classifi­
cation: forest, grazing, material, mineral, public 
recreation, resource management, watershed, 
and wildlife habitat; except that grazing land 
is r-ailable for municipal selection under AS 
29.lb.201 - AS 29.18 213. (Eff. 11 12/78. 
Reg 68: am 10/14 "9. Reg. 72)
Authority: AS 38.04.015 AS 38.05.185

AS 38.04.900 AS 38.05.295
AS 38.05.020 AS 38.05.300
AS 38.05.045

11 AAC 55.050. AGRICULTURAL LAND, (a)
Land classified agricultural is land that, because 
of its location, physical features, and climate, is 
or may be made suitable ft: agricultural use.

(b) The primary management goal is the pre­
servation of agricultural lend for either present 
or future agricultural use.

Land classified agri-.ltural is intended for 
present or future agricult;.*:! use. It is to be used 
for the production of plants and animals usetul 
to man, and for other uses incidental to and 
compatible with the primary use or as identified 
in the land use plan for the area. Agricultural 
land is available for mineral leasing under AS 
38.05.135 -  AS 38.05.184. for the disposal of 
materials and timber, and for the sale or lease of 
agricultural rights. (Eff. 11/12/78, Reg. 68) 
Authority: AS 38.04.900 AS 38.05.069

AS 38.05.020 AS 38.05.300
AS 38.05.035 AS 38.05.321

11 AAC 55.060. COMMERCIAL LAND, (a) 
Land classified commercial is land that, because 
of its access to transportation systems, its loca­
tion adjacent to existing or proposed compatible 
development, and its physical features, is suit­
able for nonindustrial business use.

(b) The primary management goal is to make 
commercial land available in locations that arc 
compatible with local needs and the public 
interest and to cluster commercial uses at inter­
vals along highways so a> to prevent strip devel­
opment, reduce traffic hazards, and minimize 
scenic blight.

(c)-Csmmercial land is :o be used primarily for 
the sale, exchange or distribution of goods and 
services, and for other uses compatible with the 
primary use. Residential use is allowed unless 
prohibited b\ local zoning. Commercial land is 
available for mineral leasing under AS 38.05.135 
- AS 3S.05.184, for the disposal of materials 
and limber, and for sale, lease, or other disposal, 
ana may be made avail::!c for the acquisition 
of r.ghts to lease locatarie minerals, depending 
on the land use plan. (Eif. 11 12/78. Reg. 68) 
Authority: AS38.04.90i AS 38 05.035

AS 38.05.02: AS 38.w.v300

11 AAC 55 070. FOREST LAND, (a) Land 
classified forest is land that, because of physical.
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Register 72, January 1980 NATURAL RESOURCES

climatic or vegetative conditions, is most ap­
propriately managed for timber and other forest 
resources.

(b) The primary management goal is the main­
tenance of forest land for either present or 
future timber production on a sustained yielc 
basis, and such other benefits as preservation 
and enhancement of watershed areas, wildlife 
habitat, and recreation areas.

(c) All uses within forest land must be com­
patible with the primary management goal. 
Forest land is available for mineral leasing under 
AS 38.05.135 -  AS 38 05.184. for the acquisi­
tion of rights tc loeatable minerals, for the dis­
posal of materials and timber, and for least. 
(Eff. 11/12/78, Reg. 68)
Authority: AS 38.04.015 AS 38.05.035

AS 38.04.900 AS 38.05.300
AS 38.05.020

11 AAC 55.080. GRAZING LAND, (a) Land 
classified grazing is rangeland that, in its unculti­
vated state, supports native vegetation suitable 
for forage production and the pasturing of do­
mestic livestock. If the grazing of domestic 
livestock on such land is potentially in conflict 
with wildlife, the land may be classified as 
grazing only if the land use plan finds that 
grazing is the more appropriate use.

(b) The primary management goal is to main­
tain the sustaincd-yield productivity of range­
land, using acceptable range management 
practices.

(c) Grazing land is to be used primarily for the 
pasturing of livestock raised for personal use or 
for sale, or for the sale' of animal products. 
Other uses must be compatible with the primary 
use. Grazing land is available for mineral leasing 
under AS 38.05.135 -  AS 38.05.184, for the ac­
quisition of rights to loeatable minerals, for the 
disposal of materials and timber, and for lease. 
(Eff. 11/12/78, Reg. 68)
Authority: AS 38.04.015 AS 38.05.035

AS 38.04.900 AS 38.05 30C
AS 38.05.020

II AAC 55.090. GREENBELT LAND, (a- 
Land classified greenbelt is land maintainec 
in v natural state along a transportation route, 
prominent physical feature of land, stream.

waterway, or lakeshore, or as open space. The 
greenbelt classification may be applied, in 
jcccrdance with AS 38.04.070(4), to state- 
owr.ed segments of wild, scenic, or recreational 
rivers.

(bi The primary' management goal is to main­
tain the landscape (including vegetation) within 
the greenbelt so that it serves as a visual screen, 
as a scenic transportation or recreational access 
route, as a wildlife migration corridor through 
developed areas, for protection of the fishery 
resource, as a buffer against noise, wind erosion, 
and polluted or silty runoff waters, or for fiood- 
plair. management purposes.

(ci All uses within a greenbelt must be com­
patible with the primary management goals. 
Mater sales from shorelands, logging of dead, 
downed, defective, or hazardous timber, and 
underground mining under lease may be allowed  ̂
in accordance with guidelines in the land use 
plan. A right-of-way may be allowed to cross 
greenbelt land, hut construction must be per­
formed in a manner that minimizes impact on 
the greenbelt. If the land use plan determines 
that private recreational use is compatible and 
desirable in a specific greenbelt, such use may be 
allowed through a dual classification, under lease 
only. (Eff. 11/12/78, Reg. 68; am 10/14/79, 
Reg. 72)
Authority: AS 38.04.015 /,S 38.05.020

AS 38.04.070(4) AS 3C.U5.035
AS 38.04.900 AS 38.05.300

11 AAC 55.100. HOMESITE ENTRY LAND.
Repealed 10/14/79.

11 AAC 55.110. INDUSTRIAL LAND, (a)
‘Lard classified industrial is land that, because of 
its cccess to resourci and major transportation 
systems, its location adjacent to existing or 
proposed compatible development, and its phy­
sical and environmental features, is suitaole for 
industrial development.

(b r The primary management goal is to make 
lar.c available for industrial uses when and where 
;i needed, and to concentrate industrial use in 
arê s suited for it.

(c Industrial land is to be used primarily for 
the manufacture, processing, storage, and testing 
of pods and materials, the processing of miner-

11 AAC 55.070
11 AAC 55.110

U-l&O.l



Register 67, October 1978 NATURAL RESOURCES 11 AAC 60.010
11 AAC 60.060

CHAPTER 60. GRAZING LEASES (b) Reclassification of a portion of z leased

Section mar.r.er which will minimize interference with
10. Lands available for leasing the grazing use of the remaining lease area.
20. Applications
30. Reclassification (c) The lessee shall be given written notice by
40. Term of lease certified mail, at least 90 days prior to any
50. Lease rates reclassification.
60. Lease utilization
70. Identification of livestock (diThe director shall adjust the lease rental to
80. Non-use reflect changes Ln the leased area occasioned by
90. Sub-lease any such reclassification. (Eff. 4/16/70, Re.]. 34)

100. Range improvements Authority; AS 38.05.020
110. Other improvements AS 38.05.070
120. Water rights AS 38.05.300
130. Recreational and other

compatible uses 11 AAC 60.040. TERM OF LEASE, (a) Leases
140. Stock driveways on land subject only to short term leasing under
150. Conversion privileges sec. 10(b) of this chapter shall not exceed a term
160. General provisions of five years.
170. Purpose - short title
180. Definitions (b) All other leases shall be for any period as

11 AAC 60.010. LANDS AVAILABLE FOR 
LEASING. Grazing leases may be issued on 
all lands except those which have been classified 
as “open to entry”  pursuant to AS 38.05.077, 
and those lands classified as ‘‘public recreation 
lands” or “ reserved use" lands under ch. 52 of 
this title.

(b) Lands classified under ch. 52 of this title as 
“ residential la' ds,”  “ private recreation lands," 
“ agricultural lands,”  “ commercial lands," 
“ industrial lands”  or “utility lands”  shall be 
available for short term leasing only, as provided 
for in sec. 40(a) of this chapter. (Eff. 4/16/70, 
Reg. 34)

Authority: AS 38.05.020 
AS 38.05.070

11 AAC 60.020. APPLICATIONS.
Applications for grazing leases shall be filed with 
the division on a form provided for that purpose 
or an image copy thereof. Each application shall 
be accompanied by a S10 filing fee. Filing fees 
are not refundable. (Eff. 4/16/“ 0. Reg, 34)

Authority; AS 38.05.020 
AS 38.05.070

11 AAC 60.030. RECLASSIFICATION, (a) 
The state specifically reserves the right to 
reclassify all or a portion of the leased area to 
other uses in accordance with 11 AAC 52.190.

determined by the director- to be in the best 
interest of the state, provided the term of the 
initial lease and any renewal thereof pursuant to 
AS 38.05.100 does not exceed a total of 55 
years. (Eff. 4/16/70, Reg. 34)

Authority: AS 38.05.020 
AS 38.05.070

11 AAC 60.050. LEASE RATES. The value of 
the leased lands for purposes of auction 
minimum valuations, periodic reappraisals, and 
lease renewals, shall be determined on the basis 
of the value of the lands for grazing purposes. 
The grazing lease rates shall give due
consideration to estimated carrying capacity for 
winter and summer use, the use of lands for the 
growing of forage to be consumed on the grazing 
(ease, and other pertinent economic factors. The 
minimum leasing rate shall be SO.03 per acre per 
annum. (Eff. 4/16/70. Reg. 34)

Authority; AS 38.05.020 
AS 38.05.070 
AS 38.05.310

11 AAC 60.060. LEASE UTILIZATION.
Graeme leases shall be utilized only for purposes 
within the scope of the lease provisions, and the 
land classification. Utilization or development of 
the leased land for other than the allowed uses 
shah be grounds for cancellation of the lease. 
Fai'._:e to mako substantial use of a!', or any part 
of the land, consistent with accepted range
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11 AAC 60.120

. practices shall constitute grounds for 
cancellation. (Eff. 4/16/70. Reg. 34)

Authority: AS 38.05.020 
AS 38.05.070

11 AAC 60.070. IDENTIFICATION OF 
LIVESTOCK. All livestock permitted on a state 
grazing lease shall be properly identified and 
such identification registered in accordance with 
AS 03.40.010-.270. In addition, the director 
may require that the livestock be tagged, dyed 
or otherwise marked as a control on numbers 
permitted on a lease in accordance with the 
annual operating plan. (.Eff. 4/16/70. Reg. 34)

Authority: AS 38.05.020 
AS 38.05.070

11 AAC 60.080. NON-USE. (a) To maintain 
the land at its highest productive capacity, the 
director may, at any time during the life of the 
lease, when he deems it necessary, declare all or 
any part of the lease to be in non-use. The 
period of non-use may be for any specified 
length of time up to the expiration of the lease 
itself.

(b) The lessee shall be given written notice of a 
declaration of non-use, and the director shall 
adjust the lease rental to reflect any reduction in 
the leased area resulting from such declaration.

(c) The lessee may at any time during the life 
of the lease take non-use on any or all of the 
grazing lease to adjust or improve operations 
under the lease. He cannot take non-use, 
however, merely to hold a grazing lease. (Eff. 
4/16/70. Reg. 34)

Authority: AS 38.05.020 
AS 38.05.070

11 AAC 60.090. SUB-LEASES, (a) Under no 
circumstances shall a lessee be permitted to 
sub-lease a grazing lease.

(b) Grazing lessees may, with the prior written 
approval of the director, pasture livestock 
owned by others on a temporary basis. (Eff. 
4'16'70. Reg. 34)

Authority: AS 38.05.020 
AS 38.05.070

11 AAC 60.100. RANGE IMPROVEMENTS.
iai Lessee shall not make range improvements

without first obtaining the written approval of 
the director.

(b) Applications to construct range 
improvements shall indicate th. location of the 
proposed improvements, the necessity for such 
improvements, the estimated cost thereof, and 
that the improvements, as proposed, will not 
impair the value of the lar.d or interfere with 
other reasonable uses thereof.

(c) All range improvements are subject to the 
provisions of AS 38.05.090.1 Eff. 4/16/70, Reg. 
34)

Authority: AS 38.05.020 
AS 38.05.070 
AS 38.05 090

11 AAC 60.110. OTHER IMPROVEMENTS,
(a) Grazing lessees desiring to construct other 
improvements of a permanent nature, such as 
housing, barns, sheds, slaughterhouses, silos and 
grain or hay storage buildings, etc., within the 
grazing lease area, must apply for either the sale 
or lease of the lands under chs. 54, 57 or 58 of 
this title.

(b) If the proposed lease or sale is considered 
to be in the best interest of the state, the lands 
involved will be excluded from the grazing lease 
and may be leased or sold in accordance with 
existing lease or sale procedures. In no event 
may the lands sold or leased exceed 40 acres, 
except that this limitation does not apply for a 
sale of an agricultural interest under ch. 57 of 
this title. (Eff. 4/16/70, Reg. 34; am 9/7/78, 
Reg. 67)

Authority: AS 38.05.020 
AS 38.05.070

11 AAC 60.120. WATER RIGHTS. Any waters 
required for the full use and enjoyment of a 
grazing lease may be appropriated and reserved 
for the lessee’s use by the director upon request 
of the lessee. Any such appropriation shall be in 
the name of the state and inure to the grazing 
lease lands, and be consistent with the provisions 
of the Water Use Act. The lessee shall be 
required to furnish such information as is 
necessary and requested b\ the director in order 
to effect an appropriation. (Eff. 4/16/70, Reg. 
34)

Authority; AS 38.05.020 
AS 38.05.070
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11 AAC 60.130. RECREATIONAL AND 
OTHER COMPATIBLE USES, (a) The lessee 
shall not interfere with the right of the public to 
enter the land for lawful pursuit of game 
animals, the taking of fish, the trapping of fur 
animals, or for temporary camping or other 
campatible uses.

(b) In order to protect the lessee’s interest, the 
director may. if he deems necessary, grant 
written permission to post certain key areas.

(c) Lessee shall not prohibit or otherwise 
interfere with reasonable access to the leased 
area for other uses. (Eff. 4/16/70, Reg. 34)

Authority: AS 38.05.020 
AS 38.05.070 
AS 38.05.285

11 AAC 60.140. STOCK DRIVEWAYS, (a) In 
the event that an individual with livestock must 
cross the grazing lease of another, the livestock 
must be kept within the bounds of the stock 
driveway. The stock driveway will be adequately 
marked on both exterior boundaries.

(b) Prior to the movement of livestock, the 
lessee must apply to the director for a crossing 
permit, stating the dates of movement and the 
numbers being moved. (Eff. 4/16/70, Reg. 34)

Authority: AS 38.05.020 
AS 38.05.070

11 AAC 60.150. CONVERSION 
PRIVILEGES, (a) A lessee holding a grazing 
lease which has been issued pursuant to 11 AAC 
58.030 or 11 AAC 58.040 may at any time 
convert the lease to a grazing lease subject to the 
provisions of this chapter.

(b) The term of the lease issued under such a 
conversion shall., be identical to the term 
remaining on the original lease. (Eff. 4/16/70, 
Reg. 34)

Authority: AS 38.05.020 
AS 38.05.070

11 AAC 60.160. GENERAL PROVISIONS.
State grazing leases shall be issued subject to the 
general provisions contained in ch. 58 of this 
title, and, in addition, subject to the particular

....

terms and conditions specified in ch. 60 of this 
title. (Eff. 4/16/70, Reg. 34)

Authority: AS 38.05.020 
AS 38.05.070

11 AAC 60.170. PURPOSE-SHORT TITLE. 
The purpose of ch. 60 of this title is to ensure 
leasing of state range lands in a manner thai will 
encourage development of the land consistent 
with its highest and best use. This chapter of this 
title mav be referred to as the “GRAZING 
LEASE REGULATIONS.”  (Eff. 4/16/70. Reg. 
34)

Authority: AS 38.05.020 
AS 38.05.070

11 AAC 60.180. DEFINITIONS. In this 
chapter

(1) “ crossing permit” means a permit, issued 
by the director, authorizing the use of a stock ,  
driveway to move livestock on or off the range; '

(2) “grazing lands” means those lands which 
in their natural state have the physical and 
climatic features that make them primarily 
useful for the pasturing of domestic livestock;

(3) “ preference right grazing lease”  means a 
grazing lease granted to a lessee whose federal 
grazing lease was cancelled to allow the land 
under lease to be selected by the state;

(4) “ land” means all lands under the
jurisdiction of the division;

(5) “ non-use” means the discontinuance of 
use of all or part of a leased area in order to 
enable the resource to return to its normal 
productivity;

(6j "range improvement” means any
improvement necessary for use of the lease for 
grazing of livestock, such as fences, corrals, 
loading and branding chutes, clearing and
cultivation of lands for forage crops and survey 
of lands;

(71 "stock driveway" means a route,
designated by the director, and marked alcng its 
exterior boundary, over which livestock are

I I  AAC 60.130
11 AAC 60.180
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permitted 
(Eff. 4 16

to move across grazing lease areas. 
"0. Reg. 34)

Authority: AS 38.05.020 
AS 38.05.070

CHAPTER 62.
TIDE AND SUBMERGED LANDS

Section
10. Short title 
20. Ownership
30. Protection of fish and game 
40. (Repealed)
50. Classification 
60. Mining 
70. Materials 
SO. (Repealed)
90. (Repealed)

100. (Repealed)
110. Federal priority 
120. (Repealed)
130. Protest 
140. (Repealed)
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160. Loss of preference rights; outside 
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180. Unoccupied and unappropriated state 

owned tide and contiguous submerged 
lands 
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200. Applications
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220. Appeal—Notice
230. Finality of decisions
240. Completion of purchase requirements
250. Jurisdiction
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270. Preliminary plat requirements
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290. Procedure on final plat
300. Final plat requirements
310. (Repealed)
320. (Repealed)
330. (Repealed)
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350. Proof of qualifications 
360. (Repealed)
370. (Repealed)
380. (Repealed)
390. (Repealed)
400. (Repealed)
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430. Occupant not seaward of municipal

corporation or suneyed townsite having 
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c
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CHAPTER 1 

INTRODUCTION

Point M acKenzie  is an area northw est o f  A n ch o r­
age d ire c tly  across the K n ik  A rm  o f  C ook In le t (F ig u re  
1). T h is  area contains a substantia l am ount o f  latent 
ag ricu ltu ra l land and discussion regarding its potentia l 
has been going on fo r some tim e. T h e  cata lyst w h ich  
activated the recent planning process d irected at Po in t 
M acK enzie  was concern over potentia l loss o f the 
southcentra l A laska  d a iry  ind ustry  expressed on M ay 
4 , 1979, in a letter from  Ja c k  F l in t , G enera l Manager, 
M atanuska M aid, In c ., to G o verno r Ja y  H am m ond : 
“ It  is m y opin ion that i f  we do not take im m ediate 
steps to stab ilize  this im portant phase o f ag ricu ltu re , 
(the d a iry  industry] w ill pass from  the scene. I th ink  
that if  it  should o ccu r, it would be a serious b low  to 
the State  o f A laska , econom ica lly  and so c ia lly . I 
believe we should also realize that i f  the d a iry  indus­
try  should cease to exist w ith in  the state , it is going 
to be very d iff ic u lt  to re-establish i t . ”

M r. F l in t ’s letter and corresponding action  by 
the M atanuska-Susitna borough have d irected planning 
processes o f the State o f  A laska tow ard Po in t M ac­
K en zie . T h e  A laska A g ricu ltu ra l A ctio n  C o u n c il, 
created by the 1979 state legislature to p lan , recom ­
m end, and adm inister agricu ltura l developm ent p ro­
jects  on state lands in A la ska , held a m eeting in the 
M atanuska V a lley  in Septem ber, 19 7 9 , and determ ined 
that an econom ic feasib ility  s tu d y , d irected toward 
d a iry  p roduction , should be undertaken fo r the Point 
M acKenzie  area. T h is  report is that feasib ility  stud y .

In order to perform  the analysis , certain  general 
assum ptions are made. These  include:

1. S u ff ic ie n t state land is availab le in the Point 
M acK enzie  area fo r a da iry  farm  develop­
m ent pro ject.

2 . Land  price is $ 1 00  per acre w ith  a $50 hom e­
stead cred it m aking the e ffective  price $50 
per acre to the farm ers.

3. Land-clearing costs arc $220  per acre fo r 
p ro ject farm s.

4 . T h e  d a iry  farm s w ill be designed fo r forage 
p roduction  in the form  o f  silage and haylage; 
concentrate , h ay , and straw  requirem ents 
w ill be met by o ff-farm  purchases.

5. P rivate  slaughter fac ilitie s  are cu rren tly  ava il­
able in the M atanuska V a lle y  to handle cu ll 
cows and calves from  pro ject lands.

6. E le c trica l pow er hook-up w ill be provided 
each farm .

7 . Roads to each farm w ill be constructed .
T h e  land price o f $ 1 00  per acre fo r purchase o f

agricu ltu ra l rights o n ly  is set by the A laska Land 
Statu tes, Section  38 .05 . It is an average price and 
m ay vary  depending on soil type and tim ber on the 
property . T h e  homestead cred it, repealed in 1979, 
w ill be reinstated in 1980. T h e  land-clearing costs 
were based on a $165-pcr-aere cost in 1979 in in te rio r 
A la ska . A n  add itional 15 p e rce n t was added to bring 
them to 1980 costs. T h e  heavier tim ber cover w ill 
p robably require more m achine tim e estim ated at 
$30  per acre.



CHAPTER 2 

FARM ECONOMICS

T h e  tota l capital investm ent cost fo r the physica l 
fa c ilit ie s  used in the sim ulated dairies is estim ated fo r 
four sizes o f  farm s m ilk ing  50 , 7 5 , 100, and 150 
cow s. These  are the num bers o f  cows m ilked  d a ily . 
Because cows are d ry  fo r tw o m onths each year, 
herds ac tu a lly  total 60 , 9 0 , 120, and 180 cow s, 
respective ly . T o ta l farm  budgets fo r these d a iry  herds 
arc also provided , fo llow ed by  a suggested plan fo r 
bring ing new d a iry  farm s into  fu ll p roduction  an il a 
cash flo w  analysis fo r these farm s during their first 
three years o f  operation .

C ap ita l Costs fo r F o u r  D a iry  S izes

C ap ita l costs arc determ ined using exam ples 
from  existing  da iry  farm s in A la sk a ’s M atanuska 
V a lle y , M innesota , and W isconsin . It  is assumed that 
the 50- and 75-m ilking-co iv herds w ill be housed in 
stanchion barns. A s m ilk ing  herd size increases to 100 
and 150 cow s, the less labor-intensive , frec-stall barn 
design is used. M ilk ing  in the stanchion barns is 
accom plished w ith  a p ipe line system  w h ile  a m ilk ing  
parlo r is used in the frec-stall system . A ll barns are 
contro llcd-environm ent fac ilities . Housing fo r replace­
ment heifers and dry  cow s is assumed to be in an 
uneontro llcd-envirom ncnt o r “ co ld ”  fa c ility . Silage, 
haylage, and/or hay is fed year-round . Feeding is 
autom ated , using auger load-out in to  feed m ixers and 
e ither feed carts o r augers to move the feed into  feed 
bunks.

Costs o f build ings and silos are estim ated on a 
per-square-foot basis. It is possible that the larger 
structu res could be b u ilt at less cost per square foot 
as there is not tw ice as m uch m ateria l in a 100-cow 
barn as there is in a 50-cow barn . I f  several structures 
are under construction  at once , there m ay also be a 
savings. These  two considerations are not used in the 
ca lcu la tio n s here. An average cost fo r all size stru c­
tures is applied. D eviations from  th is average, relevant 
to specific  cases, w ill becom e evident as construction  
begins. Econom ies o f size are recognized in feed and

m ilk-handling equ ipm ent. F o r  exam ple , feed load-out 
service fo r 100 cows is also adequate fo r 150 cow s.

Trade-offs are made between labor and techno l­
ogy. T h e  technology level in all un its is kept in the 
m edium  range typ ica l o f  that in existence in the 
m ajo rity  o f d a iry  farm s in the United States. A lterna- 
tivc-cncrgy technology is not incorporated , although 
such technologies m ay o ffe r econom ic opportun ities 
in the near fu tu re . Ind iv idual farm ers m ay w ish to 
pursue some o f the recent developm ents in th is fie ld , 
p a rticu la rly  as technology im proves.

Barns and M ilk ing  Fac ilit ie s

Barn and m ilk ing  fa c ility  construction  costs are 
based on a fu ll-truss structu re , 4-inch insulation in 
w alls and ceiling , and concrete floors and bunks. A  
figure o f  $ 1 5 /ft .2 was estim ated from  Fa irb anks 
construction  costs for u t ility  build ings. T h is  figure 
includes the iron w o rk  fo r free stalls and stanchions, 
the heating system , and the e lectrica l w o tii.

T y p ic a l layou ts fo r stanchion barns and frec-stall 
barns are shown in Figure 2 . The  stanchion barns are 
based on 36-foot barn w id ths, two rows o f  cows 
facing out. Frec-stall barns are 78 feet wide w ith  four 
rows o f stalls and a center-feed bunk. T h e  stanchion 
operations do not requ ire a m ilk ing  parlo r but do 
require a bulk tank fo r w hich  space is provided. 
M ilk ing  is perform ed in the stalls using ind ividual 
m ilkers and a p ipeline to the m ilk  room . O ffice  space 
and a lavato ry  area are not included in the barns. 
F rc e - s t J i barns arc provided w ith  a m ilk ing parlor 
and an area fo r holding cow s, m atern ity  pens, hospital 
area, o ffice , and lavato ries, as well as a m ilk room .

In te rio r tem peratures o f  all barns are kept at a 
m in im um  o f 4 5 ° F  throughout the year. V en tila tio n  
system s fo r the barns are adequate to move a m a x i­
mum o f 200 cfm  o f a ir per 1 ,000 pounds o f anim al 
weight in the barns, 3 ,0 0 0  cfm  in the m ilk  house, and 
4 0 0  cfm  per stall in the m ilk ing  parlor. Heating is 
accom plished through the ventilation  system  using

2
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Figure 2 : T yp ica l Stanch ion  Ham s. T h e  upper draw ing illustrates a typ ica l stanchion barn. T h e  un it shown houses 
60  m ilk ing  cows. The  low er illu stra tio n  is a 100 co w , free-stall fa c ility  including a holding area (11A), m atern ity  
area (M A ), hospital ( I I ) ,  m ilk ing  parlo r (M I*), m ilk  room  (M R ) , u tility  and o ffice  area (U , O ), and a loading chute 
(E C ) .  (F ro m : M idw est Plan Serv ice , D airy  Housing and Equ ipm ent Handbook. Iow a State U n ive rs ity , Am es, 1978 ).
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oil-fired  burners. M ilk in g  equipm ent in the stanchion 
barns includes the bu lk  tan k , m ilk ing  u n its , p ipe line , 
vacuum  pum p, cooling com pressors, and associated 
plum bing. M ilk ing  m achines handling 40-50 cow s per 
hour are included as are b u lk  tanks sized to su it the 
da iry  assuming the m ilk  is co llected on alternate days. 
T h e  frec-stall m ilk ing  operations are based on six- and 
eight-stall, double herringbone (D H 3 )  parlors. A ll 
o ther com ponents are the same as in stanchion  fa c ili­
ties. M ilk-parlo r sizes are based on gallons o f  p ro duc­
tio n . Barn- and m ilk ing-parlo r specifica tions and costs 
o f  com ponents are sum m arized in Tab le  1.

Waste Handling

A ll farm ing operations arc based on handling 
m anure in the sem isolid form . A n  earth-basin s lu rry  
system  w ithout a liner, s im ilar to that shown in

Figure 3, should be adequate in the P o in t M acK en zie  
area. Rem oval o f  m anure from  bam s is accom plished 
b y  bam  scrapers dum ping into  a settling  p it w here 
m anure is moved b y  a piston pum p to the earth  
storage basin. S lu rry  pum ps are used to agitate and 
load manure into tank wagons. M ats are provided in 
all barns fo r ease in stall cleanup.

M ilk-house waste is handled using a separate 
leach fie ld fo r th is cost stud y . Because barn wastes 
are handled as sem isolids, m ilk-house wastes need not 
necessarily have a separate system . In  fact, there are 
ind ications that problem s, such as plugging o f the 
drain  fie ld , m ay o ccu r in co lder clim ates. It  is in fo rm a­
tive to include the separate system  in th is report, 
how ever. Lavatory' wastes are d iverted into  a separate 
septic system  at a cost o f  $ 3 ,0 0 0  fo r each farm  u n it. 
Tab le  2 shows the com ponents and com ponent costs 
fo r farm -wastc-disposal system s.

Tab le  1: Barn and M ilk ing  F a c il ity  Specifications

Barn Fi:2 per Cow Milk Parlor Milk Room Milking Equipment Bulk Tank Ventilation

FA C IL IT Y  T Y P E  AND SIZE 
50-Cow Stanchion 36’x l33 ' 96 20’x20' I Vi" pipeline 825 gat. 133 fta
75-Cow Stanchion 36'x200’ 96 — 20'x20’ 2" pipeline, 3 units 1,000 gal. 200 ft'1

100-Cow l-rce-Stall 78’x l2 0 ' 94 36’x94‘ - 6 stall 1311 It 1,375 gal. 120 fta
150-Cow Frec-Stall 78’xlKO' 94 36'x96’ — 8 stall 131 IB 2,200 gal. 180 ff*

COST O F COMPONENTS FOR EACH F A C IL IT Y  
50-Cow Stanchion $71,820

S IZ E
$6,000 $30,000t' $10,000 $7,500

75-Cow Stanchion $108,000 — — $6,000 $45,000 $10,000 $11,278
100-Cow 1-recStall $140,400 - $50,760 - $65,000 $15,000 $10,000
150-Cow l-rce-Stall $210,600 — $51,840 — $65,000 $15,000 $15,000

I Miivi's 201) cfm pci 1.000 llis. ol animal weight.
As in alum - lint also liatnllcs the milk puilur as im leil in text.

‘ .Assumes a pipeline cost o f  $10,000 ami tw o m ilking machines at $20,(CO.
1 Assumes a pipeline cost o f $ I $ ,000 anil three m ilking machines at $ JO,000.

Tab le  2 : Waste D isposal System s fo r F o u r F a c il ity  S izes11 

75-Cow Stanchion5(1 Cow S(aiiclitoi) 100-Cow Frcc-Style 150-Cow Free-Stylc

it •'Basin $ 6,392 $ 7,936 $11,664 $ 11,664
Barn Clcanct 5,040 9,040 10,300 10,300
Mats 4,020 5,640 7,176 8,058
Piston Pump1 8,300 8,300 8,300 8,300
Ln.id-mu Pump1 
Slurry Pump1

4,100 4,100 4,100 4,100
5,000 5,000 5,000 5,000

Piping 2,000 2,000 2,000 2,000

Manure System Total $34,852 $42,016 $48,540 $49,422

Leach Field 800 1,198 1,598 2,298
Septic System 3,000 3,000 3,000 3,000
Tank and Wagons' 4,619 4,619 6,720 6,720

TO T A L $43,271sr.~ ryzn rcavr-s $50,833 $59,858 $61,440

, All hanlwaie liascil on University o f Wisconsin I 977 estimates. 1979 Wisconsin ■ 1977 Wisconsin x 1.20. 1979A laska = 1979 Wisconsin x 1.15.
'llasin si/e liascil mi an H-mimih or 2-ltlslay storage perioil holding 2 ft 3/day/cow, 

‘.Pumps 20 III*  in si/e aie adcipialc to move .1,000 gpm over a rise ol 10 feel,
1 l ank capacities ate I 52 ft 3 with a fill I ' l l )  I I I 1 requirement and 24 }  ft J w ith a 100 I'TO  I I I '  requirement.
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Figure 3 : M anure Storage Basins. T w o  types o f  m anure storage basins. T h e  upper illustra tion  includes a p icket gate 
or a p lank or concrete w all to fac ilita te  unloading . (F ro m : M idw est Plan Service . D a iry  Housing and Eq u ip n  :n t 
H andbook. Iow a State U n ive rs ity , A m es, 1978 ).
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T h e  feed com ponents used in ra tions w ere 
roughage (in c lu d in g  silage o r haylage) concentrates, 
and h ay . C a lf  sta rte r w ill be required fo r the ca lving 
operation . T o  obtain  storage fa c ility  sizes, it  is 
assumed all com ponents w ill handle a y e a r ly  su p p ly . 
T h is  m ay not be the case w ith  c a lf  starter. H ow ever, 
it  fo rm s a sm all portion  o f  the  to ta l feed requ irem ent 
and less than a y e a rly  supply w ould  a lte r the space 
requirem ent ve ry  lit t le .

S ilos
S ilo s  are assumed 10  be uninsu lated . T h e  m a x i­

mum height o f  the s ilos is 60  feet, 10 feet o f  w h ich  is 
un loadcr space. T h e  silo-loading system  uses a 30-HP 
e lectric  m otor w ith  b low ers fo r top loading . To p - 
unloading silos load out feed at the silo side in to  the 
feed room . T h is  requires a 20-HP e lectric  m o to r. T o  
obtain a capital cost per f t3 , 1979 W isconsin p rices and 
adjusted southcentra l A la ska  prices arc used. T h e  
estim ated erected cost is $ 2 .1 8 /ft3 includ ing  loading 
and unload ing fac ilit ie s . Because o f  possible problem s 
w ith  freezing along silo  sides, base d iam eters are kept 
as large as possible w h ile  still m ain ta in ing  a near 
60-foot height. T h e  add itiona l param eter o f  a load- 
out rate o f no less than 6 inches per day  is used to 
fu rther alleviate the possible freezing problem s. T a b ic  
3 gives silo sizes and capacities and total cost o f  silage 
storage.

Feed Storage

Tab le  3 : S i'o  Capacities

facility Size
Silage
Stored Silo Size

Number
ol' Silos Total Cost

SO Cow Stanchion I077T 28’x60‘ 2 $160,999
75 Cow Stanchion I622T 28’x6()' 3 $241,499

10(1 Cow free Stall 2 i 54 T 30'x60‘ * 3 $316,488
22'x48’ 1

150 Cow free Stall 323 IT 30*x60' 5 $402,051

Concentrate
T h e  concentrate  fed w ill p robably be purchased 

in h u lk . T h e  cost o f  construction  o f  a storage area fo r 
the concentrate  is estim ated at $ 1 .0 0  per bushel.

Tab le  4  lists  storage required and to ta l cost assum ing 
o n ly  one purchase is made an n u a lly . A n  a lternate  
m ethod w ou ld  be to purchase a pelleted feed several 
tim es during  the yea r. Less storage space w ou ld  be 
required in th is case.

Tab le  4 : Concentrate  Storage

Facility Size
Bushels

Required
Storage

Size Total cost

50 Cow Stanchion 9,226 10,000 BU $10,000
75 Cow Stanchion 13,862 15,000 BU $15,000

100 Cow Free Stall 18,434 20,000 BU $20,000
150 Cow Free Stall 26,643 30,000 BU $30,000

Starter, H ay , B edd ing
Storage fo r ca lf starter, h ay , and bedding is in 

m eta l, un insulated build ings w ith  concrete  flo ors. T h e  
bu ild ings arc ventilated through louvres and eaves. 
C u rre n t Fa irb anks cost estim ates ind icate  that such 
bu ild ings can be constructed fo r $ 1 3 ,0 0 0 / ft2 . T a b ic  5 
gives the am ount o f feed and bedding stored , bu ild ing  
size , and cost o f  construction .

M ach inery  Storage and W orkshop

T h e  d a iry  farm s w ill be producing silage and h a y ­
lage. In  addition  to equipm ent associated p rim arily  
w ith  th is operation , at least front-end loader storage 
w ill be required fo r the d a iry . T h e  storage bu ild ings 
w ill p robab ly not be heated. A d d it io n a lly , a heated 
w o rksho p  w ill be necessary fo r repairs and m ain te­
nance. T h e  storage space required per m ach ine includes 
15 per cent space for m ovem ent. T h e  w orkshop size 
is based on the largest piece o f  equ ipm ent on the 
farm  and includes a w o rk ing  area o f  8 feet on the 
sidew alls and 5 feet at each end. A lso  included are a 
grease p it and fuel tanks. C ap ita l co st and co n stru c­
tion fo r the m ach inery storage arc the sam e as those 
fo r hay and bedding storage. W orkshop cap ita l costs 
include a m etal build ing w ith  fo u r inches o f  in su la­
tion  and a heating system  using o il-burn ing  u n its . 
C o nstru ctio n  costs arc estim ated at $ 1 4 .5 0 / ft2 . T ab le  
6 (n e x t page) gives the m achinery and w orkshop sizes 
and to ta l costs.

T ab ic  5 : S lay , Bedding and S ta rte r Storage

Facility Size Total Hay9 Total Brddim^' Total Starter’ Building Size Total Cost

So-Cow Stanchion 9,599 ft* 10,935 ft3 75 ft3 4(1 x 60 $31,200
75-Cow Stanchion 14,587 It ' 16 ,515ft3 109 ft3 50 x 70 $45,500

100-Cow Free Stall 19,053 ft3 21,645 ft3 146 ft3 50 x 90 $58,500
150-Cow free Stall 28.507 f t 1 32,310ft3 216 ft3 40 x 80 ♦ 40 x 90 $88,400

j*(l I j y  lu ll- *izc is 4 ' *  2' x I '  4111I weight is 70  ('omuls per ha lf. 
’•.Haw half s i/r  is 4 ‘ x 2 ‘ x 2‘ m il wri^ht is SO pounds per ha lf. 

'  loo Ih. ha||t sized at approximately I i  f t .3.
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Facility  Size Machinery W orkshop T ota l Cost
5 0 ,7 5  Cow  Stanch ion 4 0 ’x 6 0 ’ 4 0 'x 4 6 ’ $ 5 7 ,8 8 0

10 0 , 15 0  Cow  Free Sta ll 4 0 ’x 7 5 ’ 4 0 ’x 4 6 ’ $ 6 5 ,6 8 0

Tabic 6: Machinery Storage and Workshop

C a lf , H e ife r, and D ry-C o w  Housing

Th e re  are controversies concerning the housing 
o f  calves. Ind icatio ns ? rc  tha t ca lf  death rates are less 
i f  they are rem oved to coid housing one day after 
b irth . T h e  cold housing recom m ended is a 4 ’ x  14 ’ 
hu tch , 4 ’ x  8 ’ o f  w h ich  is a p lyw ood shed free from  
drafts and bedded w ith  straw , 4 ’ x  6 ’ being an 
exposed area enclosed in hog w ire  fo r feeding. In 
high snow  areas, m anagem ent o f  the hutches m ay be 
d if f ic u lt . T h e re fo re , an a lternative  is o ffered by 
pu tting  the “ hutches ’ in a cold build ing . A n  add i­
tional advantage o f  this p ractice  is that the 'ca lf 
housing can be com bined w ith  that fo r heifers and 
d ry  cow s in a single build ing . The m ajor advantages 
o f  th is system  is that feeding can be accom plished in 
one bu ild ing and that m anure handling (a  straw  pack 
rem oved in spring and period ica lly  throughout toe 
sum m er) is a single operation . T h e  straw  pack w aste is 
rem oved to the fie lds in spring and fa ll.

Tab le  7 : C a lf , H e ife r, and D ry -flo w  Housing

Facility Size

Space Per Cow Number of Cows Moused*

0-2 mo. 2-12 mo.
12-24 mo. & 
tlry cows 0-2 mo. 2-12 mo. 12-24 mo. dry cows

Total Space 
(ft2)

Building Total Cost 
Size $

50-Cow Stanchion 56 ft1 25 ft3 110 ft3 19 19 16 10 3,499 40’ x 90' 52,400
75-Cow Stanchion 56 ft3 25 ft3 100 ft3 28 28 25 15 5,380 5 0 'x 100' 72,000

100-Cow Free Style 56 ft3 25 ft3 110 b 2 37 37 32 20 7,037 so’ x i u r  100,000
150-Cow Free Style 56 ft3 25 ft3 110 ft3 55 55 48 30 10,515 60' x 180* 153,200

!'a ssumcs a 15% luv> at O-J months, no losses at 3 12 months, I 2% loss at 12-24 months ami a hcnl replacement o f 25% o f the total. 
.Includes 45 f t ’  o f testing area anil 65 I t 2 o f " lo t"  area.

1 I'wo 511' X 70 ' Of tw o 60 ' X 9 0 ’ buildings could he used.

Tab le  8 : T o ta l C ap ita l Investm ent fo r F o u r  F a c il ity  S izes

50-Cow Stanchion 75-Cow Stanchion 100-Cow Free Stall 150-C'nw l-rcc St

Barn and Iron $ 71,820 $108,000 $140,400 $ 210,600
Ventilation 7,500 11,278 10,000 15,000
Milk Koom 6,000 6,000 N/A N/A
Milk Parlor N/A N/A 50,760 51.840
Milking Fquipment 40,000 55,000 80,000 80,0011
Silos 160,999 241,499 316,988 462,501
Manure Handling 43,271 50,833 59,858 61,440
Concentrate Storage 10,000 15,000 20,000 30.000
Hay and Bedding Sioiage 31,200 45,500 58,500 88,400
Machine Storage 31,200 31,200 39,000 39,000
Workshop 26,680 26,680 26,680 26,680
Call and Dry-Cow Housing 52.400 72,00 100,000 153,200
Well 3,500 3.500 3,500 3,500
Feed-Handling F<|uipmcnt 8,000 12,000 16,000 20.000

TO T A L $492,570 $678,990 $921,686 $1,241,71 1

H ousing costs are the same as those used fo r h ay  
and straw  storage plus $ 1 .0 0 /ft2 fo r iron  and $ 2 ,0 0 0  
fo r  a ll u n its  fo r p lum bing. Space fo r an im als is deter­
m ined using standard allotm ents. T w ic e  the hutch  
area per c a lf  is used to  enable hutches to be moved 
before being occupied by a new  ca lf. Tab le  7 shows 
space per cow b y  age, total num ber o f  cows housed, 
to ta l space and total cost.

Feed  H andling

Feed handling in stanchion un its is accom plished 
b y  e lectric  cart although a feed bunk system  could 
also be used. Frec-stall barn feeding is accom plished 
b y  augering the feed into  the feed bunks. Provisions 
have been included fo r feed m ixing  at the silo  unload 
area. T h e  silos load out into a feed m ixer and then 
e ith e r in to  carts o r an auger hopper. A  teed m ixe r is 
provided to keep feed consistency constant i f  both 
haylage and silage are fed. A pp ro xim ate  cost is 
$ 4 ,0 0 0  per s ilo .

W ell

T h e re  is lim ited data to ind icate the depth o f 
w e lls  required in the Point M ackenzie area. It is



assumed a 100-foot w e ll e ight inches in d iam eter is 
adequate to provide a 3 ,0 0 0  gpm flo w  rate. T h e  
cu rrent average cost fo r d rillin g , casing, and pum p is 
$35 per running fo o t. T h is  cost is included in each 
farm  u n it.

T o ta l C ap ita l Costs

T h e  tota l cap ita l investm ent fo r the four d a iry  
system s is given in T ab le  8 (pg. 9 ). On a per-cow 
basis, the 150-cow , free-stall d a iry  requires the least 
cap ital in jectio n . Tab les 9 through 12 (pgs. 9 and 10) 
show  the annual cash and noncash ow ner costs asso­
ciated w ith  the d a iry  fa rm s. Costs allocated to the 
d a iry  operation  o n ly  are associated w ith  m ilk ing  and 
d ry  cow s. Those  allocated to the replacem ent heifers 
include anim als required for a 25% annual herd 
replacem ent and are aged 0  to 24 m onths. Fecd-asso- 
ciatcd cost a llocatio n  and ca lf and dry-cow  housing 
cost a llocation  arc accom plished on a fecd-rcquirc- 
m ent and a space-occupied basis respective ly . T h e  
percentages used in a llocation  arc shown in Tab le  13.

Tab le  13: Cost A llo ca tio n  to D a iry  C ow s and 
Rep lacem ent Heifers

Facility Dairy Cows
Replacement

Heifers

Silos 84% 16%
1 lay and Redding Storage 17%J 83%
Concentrate Storage 81% 19%
Calf anil IVy-Cow Housing' 22% 78%

I1,Only d ry  rows u v  Mfuw Redding. M ilking cows arc not fed hay. 
it.iMil on space occupied.

Farm  budgets

En terp rise  costs and returns presented in this 
report are estim ated fo r da iry-farm  operations m ilk ing  
50 , 7 5 , 100, and 150 cow s d a ily . R etu rns from  the 
sale o f  calves and cu lls are specifica lly  identified . 
H ow ever, a specific  assum ption o f per-herd m ilk 
production  is not used in the analysis. R a th e r, reve­
nues from  ca ll and cu ll sales are first subtracted from  
costs, and then the average m ilk p roduction  per cow  
required to break even (co ver all rem aining co sts) is 
ca lcu lated . Included in the costs is a charge for 
operator labor o f $ 1 5 ,0 0 0  per year. R etu rns arising 
from  m ilk p roduction  above that required to break 
even is the return  to management.

Basic assum ptions reflected in the estim ated 
budgets are:

1. C o w s are m ilked  ten m onths o f  the yea r and 
are d ry  tw o .

2 . Ml feed is purchased except fo r silage or 

haylage w h ich  is grown on the farm .

3. Land-clearing  costs and purchase price  are 
included in silage (haylage) costs.

4 . D a iry  farm ers replace 25%  o f th e ir herds 
an n ua lly  w ith  springer* heifers.

5 . A ll  rep lacem ent heifers are provided by the 
d a iry  farm s in the th ird  yea r o f operation .

6 . A ll  breeding is by a rtif ic ia l insem ination .
7 . D a iry  farm s o f 5 0 and 7 5 cows use a stanchion 

confinem cnt-sta ll system . W ith  100 and 150 
cow s, a frce-stall system  is used.

8 . F a m ily  labor is the o n ly  labor used on 50-and 
75-cow  d a iry  farm s. It  has been suggested 
that the 75-cow dairy' farm m ay require one 
additional laborer i f  a stanchion barn is used.

9 . D a iry  farm s w ith  100 cows require fam ily  
labor plus one hired laborer w h ile  the 150- 
cow  daily' farm  requires tw o  laborers and 
one herdsm an in addition to fam ily  labor.

10. Th ree  acres o f cropland in silage p roduction  
arc required fo r each m ilk ing  and d ry  cow  in 
the d a iry  herd.

11. A n  interest rate o f 6% , that charged by the 
A la ska  A gricu ltu ra l Revo lving Loan  Fu n d , is 
charged against the capital investm ent. A  9%  
interest charge is leveled against operating 
cap ita l assuming a m ixtu re  o f private and 
p u b lic  loan monies.

D ata fo r th is analysis were obtained from  several 

sources. Feed rations, production techniques, and 
production  costs were developed in consu ltation  w ith  
an im al sc ientists o f  the U n ivers ity  o f  A laska A g ricu l­
tura l E xp e rim en t Station  and experienced A laskan  
d a irym en . Silage and haylage production costs are 
detailed in a p re lim inary  U S D A  w ork ing  paper ava il­
able from  the authors (Fu g c lstad t, U .S .D .A .- E .S .C .S .) .  
Investm ent requirem ents are described in an earlie r 
section . M ilk prices were obtained from  M atanuska 
Maid In c .,  w h ile  prices for calves and cu lls were p ro ­
vided b y  m arketing specialists o f the A laska D iv ision  
o f  A g ricu ltu re  and A laskan  da irym en .

P ro du ctio n  costs arc sum m arized in Tab le  14 
(pg. 11). T o ta l annual costs fo r the 50-, 75-, 100-, and 
150-cow d a iry  farm s arc $ 1 7 5 ,0 6 1 ; $ 2 3 7 ,4 7 1 , 
$ 3 2 3 ,8 5 3 ;a n d  $ 4 7 9 ,0 0 8 ,respective ly. Costs arc d iv id ­
ed into  feed cash costs, non-feed cash costs, and n o n ­
cash costs. O f  these three categories, feed is the m ajo r 
expense accounting fo r approxim ate ly  39 p e rce n t o f 
total cost fo r each herd. M ajor costs in non-cash costs 
are operator labor and interest and depreciation on 
fa c ilit ie s . As noted prev iously , we have included an 
operator labor charge o f  $ 1 5 ,0(H) annually  as an abso­
lute m in im um  under w h ich  an o .,n e r  would be w illing  
to rem ain in business.

In  T ab le  15 (pg. 12), returns from  sales o f  calves 
and cu lls  and the average m ilk  p roduction  per cow
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Tab le  9 : A nn ua l Cash and Non-Cash C ap ita l A ssociated Costs fo r the 50-Cow , Stanch ion  D a iry

Depreciation
(years)

Depreciation3
($)

Investment 
Costb ($)

Insurance0
($)

Taxes'*
(S)

Repairs & Maintenance6 
(S)

Total Cos 
($)

D A IRY
Barn & Iron 30 2,394 2,155 503 934 1,436 7,422
Ventilation 10 713 236 53 98 150 1,250
Milk Room 30 200 180 42 78 120 620
Milking liquipment 10 3,800 1,260 280 520 800 6,600
Silos 20 6,762 4,057 947 1,758 2,704 16,228
Manure 1 lanilling 20 2,164 1 ,? °8 303 563 865 5,193
Concentrate Storage 20 405 2t J 57 105 162 972
Hay & Bedding Storage 20 265 159 37 69 106 636
Machine Storage 20 1,560 936 218 406 624 3,744
Workshop 20 1,334 800 187 347 534 3,202
Calf & Dry-Cow Housing 20 577 346 81 150 231 1,385
Well 350 105 25 46 70 596
l eed-l landling liquipment 10 760 __752 56 104 160 1,332

ANNUAL T O T A L 21,284 12,027 2,789 5,178 7,962 49,242

R lil’ I.ACKMIiNT H lilF liR S
Silos 20 1,288 772 180 334 515 3,099
Concentrate 20 95 57 13 25 38 228
Hay and Betiding Storage 20 1,295 777 181 337 518 3,108
Calf & Dry-Cow Housing 20 2,044 1,226 286 531 817 4,904

ANNUAL TO TA L 4,722 2,832 660 1,227 1,888 11,329

j^Drinri'ution is calculated using the straight line method. Salvage value is 5% o f new cost for equipment and zero for buildings. 
Investment costs are charged at 6% annual rate using:

Ncw Coil i  Salvage 
Investment Cost * 2 (Intcrem Mate)

^Insurance rates arc $7 .00  per $1 .000 new cost.
, taxes are 1.1 mil, the current rate in the Matanuska-Susitna Borough.
Kcpairs and maintenance are charged at 2% o f new cost.

Tab le  10: A nnua l Cash and Non-Cash C ap ita l Associated Costs fo r the 75-Cow , Stanch ion  D a iry1'

Depreciation
(years)

Depreciation
($)

Investment Cost 
(S)

Insurance
($)

Taxes
(S)

Repairs & Maim, nance 
($)

Total Cost 
($)

D A IRY  
Barn & Iron 30 3,600 3,240 756 1,404 2,160 11,160
Ventilation 10 1,071 355 79 M7 226 1,878
Milk Room 30 200 180 42 /8 120 620
Milking liquipment 10 5,225 1,733 385 1 15 1,100 9,158
Silos 20 10,143 6,086 1,420 2,617 4,057 24,343
Manure Handling 20 2,542 1,525 356 661 1,017 6,101
Concentrate Storage 20 578 383 85 158 243 1,447
1 lay & Bedding Storage 20 387 232 54 101 155 929
Machine Storage 20 1,560 936 218 406 624 3,744
Workshop 20 1,334 800 187 147 534 3,202
Call' 81 Dry-Cow Housing 70 792 475 111 206 117 1,901
Well 10 350 105 25 46 70 596
heed4 kindling Lqiiipnicni 10 1,140 .178 84 156 240 1,998

ANNUAL TO TA L 28,922 16.428 3,802 7,062 10,863 67,077

Klil'I.ACUM IiN I H lilF liR S
Silos 20 1,932 1,159 270 502 773 4,636
Concentrate Storage 20 135 90 20 17 57 339
Hay & Bedding, Storage 20 1,888 1,133 264 491 755 4,531
Call & Dry-Cotv Housing 20 2,808 1,685 193 710 1,123 6,739

ANNUAL TO TA L
.1. ................ .

...........
6,763 4,067 947 1,760 2,708 16,245

'I on!noil's .is 111 T.ililc 9.



Table 11: Annual Cash and Non-Cash Capital Associated Costs for the 100-Cow, Free-Stall Dairy3

Depreciation
(years)

Depreciation
($)

Investment Cost 
($)

Insurance
($)

Taxes Repairs & Maintenance 
($) ($)

Total Cost 
($)

D A IR Y
Barn & Iron 30 4,680 4,121 983 1,825 2,808 14,508
Ventilation 10 950 315 70 130 200 1,665
Milk Parlor 30 1,692 1,523 355 660 1,015 5,245
Milking Equipment 10 7,600 2,520 560 1,040 1,600 13,320
Silos 20 13,313 7,988 1,864 3,462 5,326 31,953
Manure Handling 20 2,993 1,796 419 778 1,197 7,183
Concentrate Storage 20 810 486 113 211 324 1,944
Hay & Bedding Storage 20 497 298 70 129 199 1,193
Machine Storage 20 1,950 1,170 273 507 780 4,680
Workshop 20 1,334 880 187 347 534 3,202
Calf & Dry-Cow Housing 20 1,100 660 154 286 440 2,640
Well 10 350 105 25 46 70 596
Feed-Handling Equipment 10 1,520 504 112 208 320 2,664

ANNUAL TO TA L 38,789 22,377 5,185 9,629 14,813 90,793

REPLA CEM EN T H E IFE R S
Silos 20 2,536 1,522 355 659 1,024 6,086
Concentrate Storage 20 190 114 27 49 76 456
Hay & Bedding Storage 20 2,428 1,457 340 632 971 5,828
Calf & Dry-Cow Housing 20 3,900 2,340 546 1,014 1,560 9,360

A N N U A LTO TA L 9.054 5,433 1,268 2,354 3,621 21,730

Pool notes as in Table 9.

Tab le  12 : A nnua l Cash and Non-Cash C ap ita l Associated Costs fo r the 150-Cow , Free-Stall D a iry 3

Depreciation
(years)

Depreciation
($)

Investment Cost 
($)

Insurance
($)

Taxes Repairs & Maintenance 
($) ($)

Total Cost 
<S)

D A IR Y
Barn & Iron 30 7,020 6,318 1,474 2,738 4,121 21,762
Ventilation 10 1,425 473 105 195 300 2,498
Milk Parlor 30 1,728 1,555 363 674 1,037 5,357
Milking Equipment 10 7,600 2,520 560 1,040 1.600 13,320
Silos 20 19,406 11,644 2,717 5.046 7,762 46,575
Manure Handling 20 3,072 1,843 430 7,99 1,229 7,373
Concentrate Storage 20 1,215 729 170 316 486 2,916
1 lay fk Bedding Storage 20 751 451 105 195 301 1,803
Machine Storage 20 1,950 1,170 273 507 780 4,680
Workshop 20 1,334 800 187 347 534 3.202
Cdlf& Dry-Covv Housing 20 1,685 1,011 236 438 674 4,044
Well 10 350 105 25 46 70 596
Feed-1 landling Equipment 10 i / ’OO 630 140 260 400 3,330

A N N U A LTO TA L 49,436 29,249 6,785 12,601 19,385 117,456

REPLACEM EN T IIE IE E K S
Silos 20 3,696 2,218 517 961 1,479 8,871
Conccnti »te Storage 20 285 171 40 74 114 684
Hay & Bedding Storage 20 3.669 2 ,: ; ) i 514 954 1,467 8,805
Call 8t Dry-Covv Housing 20 5,975 J .5 8 5 836 1,554 2.390 14.340

ANNUAL T O T A L 13,625 8,175 1.907 3,543 5,450 32.700

‘V oo tnn tes  as in I able 9.
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Tab le  14 . T o ta l Costs fo r D a iry  Herds o f 50 , 7 5 ,1 0 0 , and 150 C ow s in T h ird  Y e a r o f O peration

Cost per Unit
50 COWS 

Amount Total Cost
75 COWS 

Amount Total Cost
100 COWS 

Amount Total Cost
150 COWS 

Amount Total Cost

FEED :
1. Silage* S18.20-S22.87/ton 1.028.84T S 23,529.57 1.539.39T S 31,295.80 2.057.69T $ 38,540.53 3,086.5 3T S 56,174.85
2. Concentrate S220/ton 187.98T 41,355.60 281.78T 61,991.60 375.95T 82,709.00 563.93T 124,064.60
3. Hay S120/ton 6.84T 820.80 10.04T 1,204.80 13.69T 1,642.80 20.5 3T 2,463.60
4. Salt S14/cwt 104.94 cwt 1,469.16 156.95 cwt 2,197.30 209.88 cwt 2,938.32 314.81 cwt 4,407.34

Total Feed Cash Costs $ 67,175.13 S 96,689.50 $125,830.65 $187,110 39

NON-FEED COSTS:
1. Replacement Hcifcrsb S 27,296.15 S 39,719.14 S 52,510.33 S 78,585.96
2. Hired Labor 0 0 0 0 1 12,000.00 3 44,000.00
3. Property Taxc S13/S1000 5,899.80 8,144.70 11,072.60 14,766.40
4. Dairy R&M 7,962.00 10,863.00 14,313.00 19,385.00
5. Electricity 6,000.00 6,000.00 8,000.00 8,000.00
6. Breeding Fees S 10/head 60 cows 600.00 90 cows 900.00 120 cows 1,200.00 180 cows 1,800.00
7. Semen (1.75 ampul/head) SI 2/ampul 1,260.00 1,890.00 2,520.00 3,780.00
8. D .H .l.A . $.25/hcad/mo. 180.00 270.0C 360.00 540.00
9. Fuel & Oil 800.00 900.00 1,000.00 1,100.00

10. Insurance S7/S1000 3,177.20 4,384.30 5,961.40 7,949.60
11. Vet & Drugs S20/hcad 1,200.00 1,800.00 2,400.00 3,200.00
12. Bedding S2/65 lbs. 2,700.001b. 83.08 4,050 00 lb. 124.62 5,400.001b. 166.15 8,100.001b. 249.23
13. Dairy Supplies & Misc. S25/milking head 1,250.00 1,875.00 2,500.00 3,750.00

Total Non-Feed Cash Costs S 55,70" 23 S 76,870.76 $114,503.48 $187,106.19

NON-CASH COSTS:
1. Operator Labor S 15,000.00 S 15,000.00 S 15,000.00 S 15,000.00
2. Intcresr on Investment:

Cows' 3,690.00 5,535.00 7,380.00 11,070.00
Facilities (includes equipment) 12,027.00 16,428.00 22,377.00 29,249.00
Feed' 1,577.54 2,184.65 2,771.78 4,084.04
Operating Capital11 1,688.40 217.55 381.19 703.15

3. Depr. on Capital Investment 21,284.00 28,922.00 38,789.00 49,436.00
Total Non-Cash Costs $ 53,747.38 S 68,287.20 S 86,699.68 $109,542.19

T O TA L COST S176.630.79 S241.843.30 $327,033.81 $483,758.77

uThe silage budgets were slightly revised so that the working paper described on page 17 shows slightly different figures. 
Jsee Table 17 for replacement heifer cost summary.

^.Includes an anm .1 property tax o f $12.03 /cow .
'inc ludes an annual insurance cost o f $6 .47/cow .

(6 % )( I6 0 0 +  4 5())(milkers ♦ dry cows)2
Interest calculated as follows:

■ silage cost + hay cost + concentrate cost * salt cost. (.09 )
2 2 « 8 

^Interest calculated as follows: 1/12 o f operating costs less feed, replacement heifer cost, and property taxes times 9%.



Table 15: Break-Even Analysis for 50, 75,100, and 150-Cow Dairy Farms

Herd Size Cull Cows Cull Heifers Cull Calves Required Annual

Number Revenue Number Revenue Number Revenue Milk Production2

50 15 $ 6,750 1.5 $1,200 40.5 $ 486 16,646 lbs./cow
75 22.5 10,125 2.25 1,800 60.75 729 15,122 lbs./cow

100 30 13,500 3.0 2,400 81 972 15,3481bs./cow
150 45 20,250 4.5 3,600 121.5 1,458 15,1241bs./cow

C alcu lated  Using:
((To ta l cost - S rec’d fr. cull cattlc )/$  rcc:’d per lb . m ilk) /T o ta l no. cows = lb. m tlk per cow

T ab le  16 : Rep lacem ent H e ife r C ost Su m m ary  fo r F o u r  F a c il it y  S izes

50-Cow 75-Cow 100-Cow 150-Cow

Overhead Costs:
Repair & maintenance $ 1,888 $ 2,708 $ 3,621 5 5,450
Interest on investment 2,832 4,067 5,433 8,175
Depreciation 4,722 6,763 9,054 13,625
Property tax 1,227 1,760 2,354 3,543
Insurance 660 947 1,268 1,907

Total Overhead Cost $11,239 $16,245 $21,730 $32,700

Feed Costs:
Silage $ 3,634.27 $ 4,845.96 $ 5,92.77 $ 8,676.49
Concentrate 4,870.80 7,306.20 9,741.60 14,612.40
Hay 3,223.80 4,835.70 6,447.60 9,671.40
S alt 632.10 948.15 1,264.20 1,896.30
Interest on feed* 390.05 557.83 720.89 1,069.97

Milk Replacer 1,182.17 1,773.25 2,364.33 3,546.50
C a lf  Starter 554.04 831.07 1,108.09 1,662.13
Bedding 1.269.92 1,925.98 2,580.85 3.850.77
Calf Supplies 300.00 450.00 600.00 900.00

T O T A L $27,296.15 $39,719.14 $52,510.33 $78,585.96

PER COW1’ $ 1,707.34 $ 1,652.90 $ 1,637.94 $ 1,633.95
a. r , .Silage May Concentrate Salt M ilk  Keplaccr 

Interest 011 fcctl = ( — E  + — - • + ------------------ + --------- + ------------- 1---------+ • (.09)
2 2! H K « s

V.ost per licifer = Total cost—calf and cull heifer receipts
Num ber o f replacement heifers required annually

required to cover all rem ain ing costs are p rovided . 
Farm ers receive 30 cents per pound fo r cu ll cow s, 
$800  per anim al for cu ll he ifers, $12  per head fo r 
calves, and $ 1 6 .8 4  per cw t for m ilk .

T h e  m ilk  p roduction  required to cover t i l  costs 
generally decreases as herd size increases. T h e  50-cow  
da iry  farm  requires an annual, average, per-cow p ro ­
duction o f  16 ,646  pounds o f m ilk . T h is  decreases to 
15 ,124 pounds fo r a herd o f  150 co w s. A lthough it 
has been assumed that d a iry  herd sizes up to 75 cow s 
need on ly  fam ily  labor, it has been suggested that a 
75-cow d a iry  farm  m ay w ell requ ire one hired laborer. 
I f  this is the case, then required m ilk  p roduction  
would have to increase from  an average o f  15 ,122  
pounds per cow  fo r 75 cows to an average production  

o f  15 ,963 pounds per co w  because o f  the ad d itiona l 
labor cost.

Can  A laskan  d a irym en  expect to obtain these 
per-cow , m iik-p roduction  averages? W ith  good m an­
agement th is should be possible. T h e  cu rren t average 
production per cow  for the six A laskan  herds belong­
ing to the D a iry  Herd Im provem ent Association  
(1)111 A )  is 16 ,844  pounds. T h is  com pares favorab ly  
w ith  the C a lifo rn ia , W isconsin , and N ew Y o rk  averages 
o f 1 8 ,6 7 4 pounds, 15 ,558  pounds, and 1 5 ,768 pounds, 
respective ly .

It has been assumed throughout th is report that 
each da iry  cn terj use w ou ld  raise its own replacem ent 
he ifers. H ow ever, as the A laskan  d a iry  industry  en­
larges, it is quite possible that replacem ent heifers 
w ou ld  be availab le from  o ther sources. Tab le  16 sum ­
m arizes the cost o f  production  fo r d a iry  heifers on a 
d a iry  farm .
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Herd D evelopm ent and P ro jection  o f  
Revenues and Expenses

1 he farm  budgets presented above are fo r  d a iry  
farm s that are fu lly  developed. T h is  w ill n o t o ccu r, 
how ever, un til the th ird  year o f  operation . H o w  farm s 
reach this developed stage and the revenue and 
expense p icture fo r the first tw o  years o f  operation  
m ust now  be addressed.

Herd D evelopm ent

One o f  the first problem s in starting  a d a iry  farm  
is stock ing  the new farm  so that fu ll p roduction  can 
be reached as q u ick ly  as possible and m ilk  p roduction  
can be constant from  m onth to m onth . One possible 
plan fo r accom plish ing rhese goals is presented here in 
w h ich  cow s are assumed to be m ilked ten m onths and 
d ry  tw o (See Tab les 17, 18, 19 , and 2 0 , pgs. 14-17). 
D a ily  farm s arc also assumed to cu ll 25 percent o f  the 
m ilk ing  herd annually  w ith  cows culled when d ry .

In it ia lly , herds are stocked w ith  purchased bred 
heifers. A n im als arrive by contract a ir ca rrie r before 
the ir last trim ester o f  pregnancy, in tw o  lots spaced 
s ix  m onths apart. One-third o f  the heifers calve three 
m onths after arriva l w ith  the rem aining tw o  th irds 
calving tw o  and fo u r m onths later. B y  the end o f  the 
n in th  m onth o f  the first yea r, da iry  farm s have 
reached fu ll capacity  in m ilk ing  cows. H ow ever, p u r­
chases o f  replacem ent heifers are required in m onth 
eleven o f  year one and year tw o . S tarting  w ith  the 
th ird  year, d a iry  farm s are able to provide all the ir 
own replacem ents.

Fo r a herd o f  100 m ilk ing  cows (T a b le  16 ), fo r 
exam ple , the developm ent plan w o rks as fo llo w s: 60  
bred heifers arc purchased in it ia lly , w ith  one-third 
scheduled to start m ilk ing  in m onths one, th ree , and 
five o f  yea r one. These cows are then d ry  in m onth 
eleven o f  the first year and in m onths one and three 
o f  the second year. A s they becom e d ry , 15 o f  the 6 0  
are cu lled . A  second lot o f  60  heifers is delivered in 
m onth four o f the first year and calve in m onths 
seven, n ine , and eleven. A s these cows becom e d ry , 
15 are again cu lled . A n  additional 30 heifers are 
purchased and brought on line in the second yea r. No 
more livestock purchases are required thereafter, 
since ali replacem ents can be provided by the d a iry  
farm s beginning in the third year. It should be noted 
that these developm ent plans are based on exact 
schedules that m ay be h igh ly idealized . It m ay be that 
a producer would w ant a larger num ber o f  an im als in 
the first purchase to increase im m ediate cash flo w  
and com pensate fo r possible de lays in fu ture  calving 
schedules.

Tab le  21 (pg. 18) provides a revenue and expense 
pro jection  fo r a 150-cow  farm  during the firs t three 
years o f  operation . The  figures in th is table can be 
adjusted fo r  sm aller sized farm s—for exam ple , .33 fo r 
a 50-cow-dairy farm  or .5 fo r a 75-cow-dairy farm . 
T h is  w ill y ie ld  a rough approxim ation  o f  revenues and 
expenses fo r these sm aller enterprises. Assum ptions 
under w h ich  these pro jections are prepared are as 
fo llo w s:

1. A ll  costs o f  feed fo r the firs t three m onths 
before the first lo t o f  cows freshen are 
included in first quarter costs.

2 . C o w s produce o n ly  85%  o f expected m ature 
equivalent m ilk  p roduction  during first lacta­
tio n .

3. P roperty taxes arc paid in Ja n u ary .
4  Lab o r is first h ired in m onths five , seven, 

and nine o f  year one.
5 . Repa irs , m aintenance, and e lectric  costs are 

equally  d istribu ted  through the year.
6 . Fu e l is purchased tw ice yearly  in A p ril at.d 

O ctober.
7 . Insurance is paid sem iannually in A p ril and 

O ctober.
8 . A n  in itia l purchase o f  $ 1 ,0 0 0  o f d a iry  

supplies and $600  o f c a lf  supplies is assumed. 
T h e re a fte r, replacem ent o f these supplies is 
p roportionate to the num ber o f  cows m ilked 
in each quarter.

9 . A ll bedding is purchased O ctober 1.
10. Seventy-five  per cent o f  silage costs arc 

incurred in A p ril through M ay. The  rem ain­
ing 25 per cent is encountered in Ju ly  through 
Septem ber. Hay is purchased O ctober 1.

11. A ll other costs arc d istributed equally over 
yea rly  quarters.

12. Repaym ent o f debt on capital begins in the 
th ird  year.

Assum ing  that production begins in O r ober o f 
1981, a cum ulative  operating defic it results through 
Decem ber o f  1982. Beginning in Jan u ary  through 
M arch o f 1983, all losses have been recovered. A  
cum ulative  net p ro fit continues fo r the rem ainder o f 
the p ro jectio n , even after the repaym ent o f debt on 
the capital investm ent begins in the last quarter o f 
1983. Fu rth e r, the da iry  farm  has cum ulative silage 
assets o f  $ 5 5 ,0 0 0  at the end o f the 1983-1984 
production year.

Projected Revenues and Expenses

13



10

Tab ic  17: Herd Developm ent Plan for the 50 C ow  D a iry  Farm

Year 1 Year 2

11 12 10 11 12 10 11 12

3 ^ _
culled

dry dry

10 __ 10 ___ 10 ___
dry dry dry

7 8 7 8 7 8
— freshen 

2 .

•freshen 

3 ,

■freshen 

2 ,

— ►freshen 

3 ,

-►freshen 

2 ,

-►freshen

culled culled culled culled culled

freshen

(replacement Stock Purchased

3
raised

replacements

Cows M ilked 10 10 20 20 30 30 40 40 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50

30 30 30 20 20 10 •10 30 30 20 20 10 18 15

Dry Cows 

15 13 13 10 17 15 15 12 12 10 10 7 7 8 8

Culls Sold 3 2 3 2 3 2 3 2



Table 18: Herd Development Plan for the 75 Cow Dairy Farm

Year 1 Year 2
10 11 12 10 11 12 10 11 12

15 .
dry

11
freshen

4
culled

15 . 
dry

11
freshen

15—
dry

 «J1
freshen

4  ______  4
culled culled'

15 —  
dry

freshen

4 -*■
culled

15 —
dry

11
freshen

4 ^
culled

+- 11
freshen

IS 11
d r y \  freshen

4 1  4
cull raised

replacements

licnluccmcnt Stock Purchased buy. , 4 4 4
12 'fresh fresh

' o u t *
12r

fresh

» 4
fresh

—
fresh

" " * -4
fresh

Cows Milked 15 15 30 30 45 45 60 60 75 75 75 75 75 75 75 75 75 75 75 75 75 75 75 75 75 75

45 45 45 30 30 15 60 45 45 30 30 15 27 23

D ry Cows 

23 IV IV 15 27 23 1j IV IV 15 15 11 11 11 11

Culls Sol 1 4 4 4 4 4 4 4 4
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Table 19: Herd Development Plan for the 100 Cow Dairy Farm

Year 1 Year 2

11 12 1U 11 12 10 11 12

5^_
culled

20 —  
dry

2 0 --------
dry

15 15
—►freshen

*;
culled eulied

2 0 ------- 2 0 ------- 2 0 -----
dry dry dry

15 15 15 15
freshen —►freshen —►freshen — freshen

,

culled culled culled

—*“20
freshen

Os
Replacement Stock Purchased

5
raised

replacements

Cows Milked 20 20 40 40 60 60 HO HO 100 100 10(1 100 100 100 100 100 100 100 to o 100 100 100 100 100 100 100

60 60 60 •10 ■10 2(1 HO 60 60 40 40 20 35 30

D ry Cows 

30 25 25 20 35 30 30 25 25 20 20 15 15 15 15

Culls Sold 5 5 5 5 5 5 5 5



Tab le  20 : Herd D evelopm ent Plan fo r the 150 C ow  D a iry  Farm

Year 1 Year 2

10 II 12 10 11 12 10 11 12

-22
freshen

8
raised

replacements

Replacement Stock Purchased

Cows M ilked 30 30 60 60 90 90 120 120 150 150 150 150 150 150 150 150 150 150 150 150 150 150 150 150 150 150

90 90  90 60 60 30 120 90 90 6 0 60 30 53 45

Dry Cows 

45 38 38 30 52 45 45 37 37 30 30 22 22 23 23

Culls Sold 8 7 8 7 8 7 8 7



Tab le  2 1 : Q u arte rly  Pro jection  o f Revenues and Expenses fo r the 150-Cow -D airy  F a rm 3

1981-1982 1982-1983 19.8.3-! 984,
O ct.-D ec. Jan.-Mar. Apr.-June July-Sept. Oct.-Dee. Jan.-Mar. Apr.-June July-Sept. Oct.-Dec. Jan.-Mar. Apr.-Junc July-Sept.

Cash Receipts
Calves S 364 S 364 S 364 S 364
Cull Cows 0 0 U 3,375
Cull Heifers 0  <• 0  0
M ilk  26 .3 6 0  51 ,575 84 ,811 97 .419

To ta l $2 6 ,72 4  $51,939 $85 ,175  $101 ,158

$ 364
5,062  

0
102,003  

S107.429 $112,013

364
5,062

0
106,587

S 364  
5,062  

0
112.318

$117,744

S 364  
5,062  

0
114,610

$120,036

S 3,54 
5,062  

900  
114.610

! 364
5.062 

900  
114,610

S120.936 $120,936

$ 364
5,062  

900  
114,610  

S120.936

$ 364
5,062  

900  
114,610  

$120,936

Cash Expenses 
Feed
Hired Labor
Property Taxes
Repairs & Maintenance
Electricity
Breeding Eecs
Semen
D .H .I.A .
Euel & Oil 
Insurance 
Vet. & Drugs 
Dairy Supplies 
Calf Supplies 
Bedding 

Total

Net Profit (Loss)

$66 ,625 $23,052 S 81 ,549 $63,391 $36,711 S 37.458 S 86,235 $65,895 $37,574 $37,536 S 86 ,197
0 2,000 9 ,0 00 11.000 11,000 1 1 ,noo 11,000 11,00 1 11,000 11,000 11 ,000
0 18,309 0 0 0 18,309 0 0 0 18,309 0

j .2 0 8 6,208 6 ,2 08 6,208 6,208 6,208 6,208 6,208 6,208 6,208 6 ,2 08
2 .0 00 2,000 2 ,000 7,000 2,000 2,000 2,000 2,000 2,000 2,000 2 ,0 00

0 300 300 300 300 450 450 450 450 450 450
0 630 630 630 630 945 945 945 945 945 945

540 0 0 0 540 0 0 0 540 0 0
550 0 550 0 550 0 550 0 550 0 550

4 ,9 28 0 4 ,9 28 0 4,928 0 4,928 0 4,928 0 4 ,9 28
8 00 800 800 800 800 800 800 800 800 800 800

1,000 235 470 700 937 937 937 937 937 937 937
6 0 0 100 200 225 225 225 225 225 225 225 225

3 ,750 0 0 0 4,100 0 0 0 4,100 0 0

$87,001 $53,634 $106,635 $85,254 $68,929 $78,332 $1 14 ,2 78 $88,460 $70,257 $78,410 $1 14 ,2 40

($ 6 0 ,2 7 7 ) ($ 1 ,69 5 ) ($ 21 ,4 60) $15,904 $38,500 $33,681 S 3,466 $31,576 $50,679 $42,526 S 6 ,6 9 6

$65,868
11,000

0
6 ,208
2,000

450
945

0
0
0

800
937
225

 0.
$88,433

$32,503

Payment to Debt

Cum ulative Operating Deficit 
or Net Profit

Livestock Purchases

($ 6 0 ,2 7 7 ) ($ 6 1 ,9 7 2 ) ($ 83 ,4 32 ) ($67 ,5 28 )

$ 1 44 ,0 00  $1 44 ,0 00  $36,800

($29,028) $4 ,653

$36 ,800

$38,854 $38,854 $38 ,85 4  $38,854

$8 ,119 $39,695 $ 5 1 ,5 ’ 0  $55,192 $23 ,03 4  $16,683

j*AII costs incurred in period prior to freshening o f first cows arc charged to first quarter o f first year, 
’ in revenue and expense projection, feed cost includes feed fed to replacement stock.



CHAPTER 3 

MARKETING AND COMPETITIVE POSITION

Marketing

M ilk  is one o f  the few  agricu ltura l products 
having a well-organized m arketing  system  in A la ska . 
M atanuska M aid , a d a iry  farm er cooperative , has iden­
tified  the fresh m ilk  m arket in A laska , exc lud in g  the 
southeast portion  o f the state, at ap pro xim ate ly  
6 ,5 0 0 ,0 0 0  pounds per m onth . A b ou t 19 per cent is 
m ilk  produced in A la ska , w ith  the rem aining 81 per 
cent shipped in by bulk and processed here o r pro­
cessed and packaged for retail sales outside the state 
before sh ipm ent to A laska .

There  arc cu rren tly  tw o  m ajo r m ilk processors in 
A la ska—M atanuska Maid and Arden Farm s—both 
located in Anchorage. M atanuska Maid processes all 
the m ilk  produced in A la ska . T h e  problem  fo r these 
two processors lies in reta in ing a m arket share su ff i­
cient to m aintain  a vo lum e o f  m ilk  fo r e ff ic ie n t pro­
cessing w h ile  com peting w ith  falling prices for 
im ported m ilk . In-state m ilk  production has declined 
from  22.1 m illio n  pounds in 1961 to 14.4 m illio n  
pounds in 1978 w ith  im ported m ilk  replacing the  loss.

F rcsh-m ilk  producers in A laska  are being pres­
sured by high land values in the M atanuska V a lle y . 
D airym en arc now able to realize sign ificant gains by 
selling the ir land to speculators and subdividers, gains 
m uch higher than would be realized by  co n tinu ing  to 
farm o r by selling to another farm er. As a resu lt, since 
the 1960s da iry  farm s have been declin ing ra p id ly . 
T h e  in d u stry , thus weakened, has had a d iff ic u lt  time 
meeting increased com petition  from  “ outside”  d a iry ­
m en. Increased m ilk  production from Point M a cK e n ­
zie farm s m ay help increase the com petitiveness o f 
the ind ustry .

A n  im portant question is w hether or not new 
m ilk  producers at Po in t M acKenzie  can reasonably 
expect to have a m arket for the ir m ilk . Som e con­
sum ers m ay not choose A laska-produced m ilk , even if  
it is price com petitive , w h ile  others w ould probably 
be w illing  to pay a prem ium  fo r local m ilk . Som e 
retail firm s m ay prefer, due to econom ic pressure , not 
to handle local m ilk  unless it is com petitive  w ith  o ut­

side m ilk . It  is probable that considerably less than 
100 per cent o f  the m arket w ill be supplied by local 
m ilk  even w ith  the additional production from  Point 
M acK en zie .

C om petitive  Position  o f A laskan-Produced M ilk

T h e  cu rren t com petitive  position o f A laskan- 
produced m ilk  compared w ith  alternative sources is 
analyzed below . Such analysis is im portant in consid­
ering the fu ture  o f  the A laskan da iry  industry . W hile 
disagreement is possible fo r any figure given, cost 
data in the analysis are as accurate as possible at th is 
tim e. T h e  m agnitude o f any inaccuracies would not 
be great enough to a lter the conclusions.

M ilk  produced in A laska m ust compete fo r a 
reasonable share o f  the m arket w ith  m ilk  shipped 
in from  outside the state. A s  shown in Tab le  22 (pg. 
20 ) A la ska  farm ers were receiving $16 .84  per hun­
dred weight in Novem ber, 1979. Farm -to-processor 
transportation  cost b y  regulated ca rrie r was $1 .36  per 
cw t. T h e re fo re , the total cost for A laska-produced 
m ilk  to an Anchorage processor was $ 1 8 .2 0  per cw t. 
Lo ca l processing cost adds another $13.61 per cw t 
and brings the total cost, when delivered to the reta il 
store do ek , to $31.81 per cw t. M ilk  shipped in by 
bu lk  and processed loca lly  had a slightly  higher w ho le­
sale cost o f  $ 3 3 .0 4  per cw t. T h is  is p rim arily  because 
regulations require that bulk m ilk  shipped into  A laska 
must be pasteurized a second tim e, adding a cost o f 
$2 .0 0  per cw t. Prepackaged m ilk shipped in from  the 
Puget Sound had a sign ifican tly  low er wholesale cost. 
Table 22 presents the cost o f  prepackaged m ilk using 
a C lass I p rice  (regulated handler) and blend price 
(non-regulated p roducer/d istributer). These total 
$ 2 7 .6 6  and $ 2 6 .6 6  per cwt which is $4 .15 and $5 .15  
less than A laskan  produced and processed m ilk , 
respective ly. Recom bined m ilk  (d ry  skim  m ilk  and 
bu tte rfa t shipped in from out o f state and recom ­
bined w ith  w ate r in A laska ) was com petitive  w ith  the 
prepackaged m ilk  even w ith  the higher A laska p ro ­
cessing costs.
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Tab le  2 2 : Estim ated  Costs Per H undred W eight and Per 1/2 G a llo n  fo r A lte rna tive  Sources o f  M ilk  
Delivered to  Anchorage R e ta il Sto res, N ovem ber 1979

Fresh Milk from Seattle

Local Farmers Bulk Class 1
Prepackaged

Processor-Distributor Ingredients to Recombine

Farm Value $16.84a $12.85 
Delivered to Plant 18.20*" 13.10* 
Haul to Washington Pier .65s 
Transportation to Alaska — 3.68g 
Service charges — .
Processing Cost 13.61 13.61 
Butter and Powder 
Recombining Cost

$12.85'’
13.10*'

8.831’

5.73

$11.85b 
12.10e

8.83h

5.73

$11.34f

.70'

13.61
1.001

.If)'

Cost at Wholesale
Per 100 Pounds $31.81 $33.04 $27.66 $26.66 $26.75

Cost Per 1/2 Gal. Wholesale $1.37 $1.42 
Cost Per 1/2 Gal. Retail"1 $1.58 $1.63

$1.17
$1.37

$1.15
$1.32

S I .15 
$1.32

fl-'OB price at farm lor m ilk produced in the Matanuska Valley.
.Transportation cost o f S .25 from  farm to processor in Puget Sound area is an estimate.
VCost o f  local m ilk at an Anchorage processing plant.
. {estimated I’ug-t Sound Class 1 price, November 1979.
| Estimated Puget Sound Blend price, November 1979. 
estimated manufacturing m ilk price in all federal ordei m arketing areas. 

j’Source: An Anchorage m ilk processing firm .
■ per half gallon transportation cost between Seattle and Anchorage.
' S ' I .SO  transportation cost per 100 pounds o f non-fat d iy  m ilk or 100 pounds o f  butler.
^Primarily the cost o f pasteurization before transporting bulk m ilk to Alaska. This m ilk is pasteurized a second time in Alaka. Source: An Anchorage milk 
.processing firm .
1 Includes fluid bottling and distribution in retail. Source: An Anchorage m ilk processing plant.
(Jjmiree: Ham mond, Buxton and Tbraen, 1979.

Assumes 15% markup.

Tab le  23 : Estim ated  Cost Per H undred W eight o f  M ilk  Through a T y p ic a l Anchorage M ilk  Processing Plant
and D elivered to Reta il Stores

2 Million Pounds
VOLUM E PER MONTH

5 Million Pounds
No Clungc in Technology N t• Change in Technology Improved Technology

Milk and Carton $19.64 
Plant Labor 1.80 
Plant Overhead 1.77 
Distribution to Retail 6.28 
Administration and Profit 2.32

$19.64
1.17
1.15
4.08
1.50

$19.18-'
.99
.98

4.08
1.50

TO T A L $31.81 $27.54 $26.73

' lU d in iu m  in hulk tianspiiriuliuu cost from  M.u.imisk.i Vollcy/Pm m  M .ukcnrii- In  A nd m iagr din- in  deregulation « f in if.n l,n r  hull, m ilk movement 
S O lUtC I- An Anchorage milk processing firm .

T his is ;i large d iffe rence in processing cost 
between local and outside processors. Fu rth e r co n sid ­
eration is required to understand this large d iffe rence . 
Anchorage m ilk-processing plants have substan tia lly  
low er volum e than do their Seattle  com petito rs , there­
fore incurring  a higher cost per processed u n it. A d d i­
tional sources o f  higher costs fo r Anchorage plants 
arise from  outdated plant equipm ent and h igher labor 
costs. Can  these econom ic disadvantages be overcom e? 
Tab le  23 represents the costs associated w ith  a typ ica l 
processing plant in Anchorage. Assum ing a m onth ly  
vo lum e o f 2 m illio n  pounds, the total cost per cwt

was determ ined to be $ 3 1 .8 1 . The typ ica l plant capa 
c ity  is 5 m illio n  pounds per m onth . I bis production 
level, therefo re , im plies that such a plant is substan 
t ia lly  underu tilized . I f  vo lum e were to increase to 5 
m illio n  pounds per m onth (p roduction  from  existing  
d a iry  herds and 3 ,0 0 0  additional cows in I’oint Mac 
K c n / ic ) , plant costs per unit o f  production would 
drop substan tia lly . Cost per cw t at this volum e w ould  
be appro xim ate ly  the same as prepackaged C lass 1 
m ilk  shipped in from  Seattle . Fu rth e r, i f  im proved 
technology were incorporated in to  this plant and 
intrastate  bu lk m ilk  shipm ent was deregulated, then
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local m ilk  could be produced and processed at a cost 
approaching processor-d istributor m ilk  from  Puget 
Sound . In o ther w ords, w ith  changes in the ind ustry , 
A la ska  m ilk  can again becom e com petitive .

Is th is scenario a real p o ssib ility?  F ir s t , 5 m illio n  
pounds is 76 per cent o f the cu rrent m arket fo r fresh 
m ilk  in A laska  exclud ing  southeast. State population 
is expected to grow to 4 9 6 ,0 0 0  in five years (K ru se , 
1979 ). T h is  means that the m ilk  m arket, assum ing no 
change in consum ption patterns, would increase to 8 
m illio n  pounds. T h e  5 m illio n  pounds o f  loca lly  p ro ­
duced m ilk  would then account fo r o n ly  62 p e rce n t 
o f  total consum ption com pared to 20 per cent 
cu rre n tly . Because A laska  m ilk  w ould  be m erely com ­
petitive in production and processing costs w ith  o u t­
side m ilk , not low er p riced , it is d iff ic u lt  to determ ine 
w hether consum ers would prefer com parative ly  
priced A laskan  or outside m ilk . Nevertheless, fo r 5 
m illio n  pounds o f A laska-produced m ilk  to be sold 
an n ua lly , assuming the above population grow th , 62 
per cent o f  the m arket w ould  have to  be captured .

It is clear that, w itho ut greater vo lum e and p lant 
m odern ization , da iry  farm ers in A laska  m ust bear a 
greater portion  o f the cost d iffe ren tia l that cu rren tly  
ex ists  between prepackaged outside m ilk  and local 
m ilk to be fu lly  com petitive . T h e  ex isting  sm all-dairy 
in d u 'try  m ay be able to survive w ith  its premium- 
priced product. H ow ever, the o n ly  way to low er the 
price o f A laska m ilk to the consum er, assuming no 
relative cost changes, is through expansion  o f  local

m ilk  p roduction , subsequent increases in processing 
vo lum e and additions in processing technology.

A n  additional m arketing  question fo r w h ich  no 
analysis has been undertaken is the response o f  sellers 
o f  prepackaged outside m ilk  to com petitive ly  priced 
A laskan  m ilk . I f  A laskan  m ilk  begins to capture a 
larger share o f the m arket, w hat w ill be the response 
o f these outer sellers. W ill they be in the position to 
reduce prices? I f  they do, can A laskan  producers 
com pete? I f  A laskan producers cannot com pete, 
should the state o f A la ska  attem pt to interfere in the 
m arket to protect the A laskan  producers?

Eco nom ists generally hold that com petition  
brings about the m ost desirable balance between 
production  and consum ption and leads to m axim um  
w elfare  fo r all c itizens. The  m ajor force that brings 
about th is ideal pattern is p rice . Prices provide signals 
to producers and consum ers w hich  lead to the most 
desirable level o f  production and consum ption . In te r­
ference in the m arket by the state would probably 
d isto rt these signals. T h u s , any interference by the 
state in the m arket through e ither m arketing orders, 
fa ir trade leg islation , o r producer subsidies should be 
undertaken o n ly  after carefu l and thorough considera­
tion o f the w elfare  im p lications resulting from  any 
such ac tio n . H ow ever, such involvem ent m ay be 
necessary i f  outside producers should sell the ir m ilk 
in A laska below production cost in an e ffo rt to m ain­
tain the ir m arket share.



CHAPTER 4 

FINAL THOUGHTS

D airy in g  at Po in t M acK enzie  appears econom i­
ca lly  feasib le i f  the price paid to da irym en  rem ains at 
$ 1 6 .8 4  per cw t. T h e  largest herd size considered , 150 
cow s, was the m ost econom ica lly  viab le . A  positive 
revenue and expense flo w  could be generated fo r th is 
d a iry  enterprise b y  the m iddle o f the  second year o f  
operation . Tab le  24 ind icates the num ber o f  pounds 
o f  m ilk per cow  required annua lly  to cover all costs at 

$ 1 6 .8 4  per cw t.
A c r it ica l aspect o f  an expanded m ilk  ind ustry  in 

A laska  is processing. T h e  d a iry  farm ers, both old and 
new , m ust press fo r greater e ff ic ie n c y  in processing. A  
m ajor concern  is high labor costs re lative  to "o u ts id e "  
com petitors . F o r  an e ff ic ie n t , com petitive  m ilk-p ro­
cessing cap ab ility  in A la sk a , carefu l atten tion  m ust be 
given to the cost and p ro d u ctiv ity  o f  each u n it o f  
labor and cap ita l. T h e  optim um  com bination  o f  these 
tw o  factors o f  production  in term s o f costs and 
returns is essential fo r e ffic ien t processing.

A lthough it is possible that private financia l 
in stitu tio n s would finance a m odern ization  program , 
it is more like ly  that m ilk  processors w ill depend on 
the state fo r cap ita liza tion  through several ex isting  
low-cost loan programs. In th is event, the state m ay 
exercise some degree o f  co n tro l over the management 
o f  m ilk-processing firm s. This could ensure reaching 
and m ainta in ing a high level o f  e ff ic ie n cy  in order to 
m ake certain  that A laskan  m ilk  could capture and 
hold the necessary 62 per cent o f  the m arket.

I here is an advantage to the A laskan  processor if 
state loan programs are used. State  loan-program 
managers can exercise  a degree o l f le x ib ility  in p ay­
back periods. I f  outside m ilk processors consider 
m ainta in ing  the ir share o l the A laskan  m arket to be

im portant enough, prices could be low ered below 
those o f A laskan  m ilk  over the short run . T h e  state 
could de lay  paym ents on capital loans to a llow  
A laskan  processors to engage in p rice  com petition  
and attem pt to m aintain  the ir m arket share.

Fu tu re  transportation rates to A laska  m ay 
re flect a greater-than-relative change in com parison 
to other costs due in large measure to the higher costs 
o f  petroleum . I f  so, the transportation  advantage 
cu rren tly  availab le to im ported prepackaged m ilk  
m ay be reduced. I f  this situation develops, the com ­
petitive position o f A laskan  d a iry  farm s and m ilk  pro­
cessors vis-a-vis outside com petitors w ill im prove.

In conclusion , several po in ts should be made. 
T h e  analysis presented is a reasonable ap proxim ation  
o f  present conditions in the A laskan  da iry ing  industry . 
A lthough some o f the data are estim ates, they are 
based on relevant com ponents o f the d a iry  industry 
in other states.

There  is risk associated w ith  any actio n . H o w ­
ever, i f  tw o cond itions are m et, it is qu ite  reasonable 
to believe that the d a iry  industry  in the state cangrow . 
F irs t , ind ividual farm s must u tilize  best management 
practices. Second, the processing sector must becom e 
more e ffic ie n t. I f  the first is realized , m ilk  production  
w ill increase. T h is  w ill p artia lly  a ffect the second co n ­
d itio n  w ith  no action required by the processing sec­
to r. F u ll realization  o f  potentia l p lant e ff ic ie n cy  w ill 
com e if  processors take advantage o f  cost reductions 
availab le through installation  o f  equipm ent u tiliz in g  
new technology. W ith the prospect o f  a continu ing  
industry  and possible low-cost state loans, m ilk  p ro ­
cessors should be able to realize a high e ffic ie n cy  fo r 
the present size o f p lant.

Table 24 : P roduction  Kates and R etu rn s lo r  50-, 75-, 100-, and 150-Cow D airy  Fa rm s

SO Cuwi 75 t 'u vv s 10(1 ( .u ses 1 50 Cows

Ills per i uw in cover .ill costs .u $16.84 pci ewi 16.6 l(, 15,122 15.348 15.124
Nd rciurn per ewi (17,000 Mis per n m O S .35 SI.85 St. 63 SI.85
Ncl return per cwt (16,000 Mis per cow4) ($ M r S .92 $ .68 S .92
Net return per n i  l (15,000 llis per cow4) (SI.HSl ($ H ) (S (S .14)

l . j l tu l iu 't l  iimiij; IiIIin p riiilu iitiiii per u iw g s  |<rr II• l| _ ( I u u l p iu iliK tiiiii tost Itrv rn u r twin • j t i l r ) / tu i  jI no. m m
Ills |»rf (Iiw/IINI
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ALASKA RENEWABLE RESOURCES CORPORATION 

L e g 's la t iv e  Recommendations 

1982

P r in c ip a l 
Problem Experienced Reason P o ss ib le  Remedy

Recommended
So lu tion

. Redundant/ambiguous
top management au th o rity

1 . Three tru s te e s  of equal
a u th o rity  and re s p o n s ib il it y

1 . Change Board s tru c tu re 1. P/T board of seven 
members, m a jo rity  
from p r iv a te  sector

[2. Goal am biguity/
s t ra te g ic  confusion

2 . Unclear/unfocused 
le g is la t io n

2. R e s t r ic t  investments to R&D, 2. Le g is la te d  focus as
s ta r t-u p s , and expansions of shown to le f t  under
ventures w ith le ss  than $2 m illio n  "p o ss ib le  remedy"
net worth. Drop granting powers.

3. Operational bureaucracy

4. Pub lic concerns about 
market power

3. Department of Revenue/
Department of A dm in istration  
perceptions of th e ir  
r e s p o n s ib i l it ie s  over ARRC 
o pera tio n . Legal opinions 
about c o n s t itu t io n a lit y  of 
funding.

4 . Narrow focus in  in d u stry  
ta rg ets/use  of ARRC fo r 
emergency s t a b i l iz a t io n  of 
f is h e r ie s  in d u stry

3. C a p ita liz e  ARRC.
Remove from Executive  Budget Act 
ARRC operates and in ve sts  from 
c a p ita l and earnings

4 . Broaden' in d u stry  fo cu s. Don't 
le g is la te  emergency a n t ic y c l ic a l  
investment g o a ls . Be more 
r e a l i s t i c  about p o rt fo lio  balance

3. Strengthen accounta­
b i l i t y  requirements 
by req u ir in g  
q u a rte r ly  statements 
L e g is la t iv e  Budget St 
Audit a lso  contracts 
fo r ad d itio n a l audit 
by experienced firm .

4 . Include a l l  
m anufacturing/ 
processing in  target 
in d u str ie s



M E M O R A N D U M 

To: Joe Kayes, Speaker of the House

From: Representatives Eric Sutcliffe and Ken Fanning, Co-Chairmen

Resources Committee

Date: March 8, 1982

Subject: Sunset Review of the Alaska Renewable Resources Corporation

After a public hearing on oversight review of ARRC, the House 

Resources Committee determines that ARRC has not satisfactorily served 

the "public need" in order to justify its continued existence. 

Although the Committee concurs that there are few’ sources of high risk 

equity financing available to Alaskan entrepreneurs, both the concept 

and structure of ARCC ai*e flawed.

y  wi
'fiĵ emrsie yhe House Resources Committee immwt introduce new 

legislation at this time^t he Committee declines to specify what, if 

any, alternative to ARRC should be pursued. Legislation to amend the 

ARRC statutes is presently before the Senate. When, and if, this 

legislation appears before the House Resources Committee, it will he 

given the appropriate scrutiny.

The House Resources Committee concurs with and submits the Division

of Legislative Audit Review of the Department of Revenue Alaska

Renewable Resources Corporation, dated November 13, 1981, as its

findings and recommendations in accordance with AS 44.66.050.
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FROM

_ n -eft as.-

TO: R epresentative  Ken Fanning
Co-Chairman
House ResoUi.ce$ Committee

:< IjS e ra la 'L . WrTkerson, CPA 
'" L e g is la t iv e  Auditor 

D iv is io n  of L e g is la t iv e  Audit

SUBJECT: D iscussion  of L e g is la t iv e
O versight R e s p o n s ib ilit ie s  
as Related to Sunset Audits

As required  by "sun set" le g is la t io n , your Committee has been 
assigned the o ve rs ig h t review  of the Guide L icen sin g  and 
Contro l Board and the A laska Renewable Resources Corporation . 
In  ad d itio n  to the au d it reports re leased  e a r l ie r  by th is  
D iv is io n , the fo llo w in g  inform ation may be h e lp fu l.

According to AS 44 .66 .050 , the standing committee of le g is ­
la t iv e  ju r is d ic t io n  as provided in  Rule 20 o f the Uniform 
Rules of the L e g is la tu re  s h a ll  hold one or more hearings to 
re ce ive  testim ony from the p u b lic  and other p a rt ie s  that 
have asso c ia ted  re s p o n s ib i l i t ie s  or in te re s t s . In  a d d itio n , 
the Committee s h a ll  consider L e g is la t iv e  A u d it 's  re p o rt , the 
agency's proposed budget, the agency's program performance 
re p o rt , and any other too ls that might a s s is t  i t  in  eva lu ­
a tin g  the conduct and a c t iv i t ie s  of the agency being te rm i­
nated.

I t  i s  important to note that the term inating  agency s h a ll  
have the burden of demonstrating a p u b lic  need fo r i t s  
continued ex is ten ce  during the p u b lic  h earin g s .

The determ ination of "p u b lic  need" fo r continued ex is ten ce  
s h a l l  take in to  co n s id e ra tio n  the fo llo w ing  fa c to rs  set out 
in  AS 4 4 .6 6 .0 5 0 ( c ) :

1. The extent to which the board, commission or program 
has operated in  the. pub lic in te re s t .
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2. The exten t to which the operation of the board, commis-
s io n , or agency program has been impeded or enhanced by
e x is t in g  s ta tu te s , procedures, and p ra c t ice s  which i t  
has adopted, and any other m atte r, in c lu d ing  budgetary, 
re so u rce , and personnel m atte rs .

3 . The exten t to which the board, commission or agency has 
recommended s ta tu to ry  changes which are g e n e ra lly  of 
b e n e fit  to th p u b lic  in te re s t .

4 . The exten t to which the board, commission or agency has
encouraged in te re s te d  persons to report to i t  concern­
ing the e f fe c t  of i t s  reg u la tio n s and decis ions on the 
e ffe c t iv e n e s s  of s e rv ic e , economy of s e rv ic e , and 
a v a i la b i l i t y  o f se rv ic e  which i t  has provided .

5. The exten t to which the board, commission or agency has
encouraged p u b lic  p a r t ic ip a t io n  in  the making of i t s  
re g u la tio n s  and d e c is io n s .

6 . The e f f ic ie n c y  w ith  which p ub lic  in q u ir ie s  or com­
p la in ts  regard ing the a c t iv i t ie s  of the board, commis­
s ion  or agency f i le d  w ith  i t ,  w ith the department to 
which a board or commission is  a d m in is t ra t iv e ly  a ss ig n ­
ed, or w ith  the o f f ic e  of the ombudsman have been 
processed and reso lved .

7. The exten t to which a board or commission which regu­
la te s  en try  in to  an occupation or p ro fessio n  has
presented q u a lif ie d  ap p lican ts  to serve the p u b lic .

8 . The exten t to which s ta te  personnel p ra c t ic e s , in c lu d ­
ing a f f irm a t iv e  actio n  requirem ents, have been complied 
w ith  by the board, commission or agency to i t s  own 
a c t iv i t ie s  and the area of a c t iv i t y  or in te re s t .

9 . The extent to which s ta tu to ry , re g u la to ry , budgeting or 
other changes are necessary to enable the agency, board 
or commission to b e tte r serve the in te re s ts  of the 
p u b lic  and to comply w ith  the fa c to rs  enumerated in  
th is  su bsectio n .

The L e g is la t iv e  Audit reports have addressed these issu es 
in d iv id u a lly  but only to the extent allowed by re s t r ic te d  
au d it scopes d e ta ile d  w ith in  the re p o rts .

The Law fu rth e r  s ta te s  that the committee of reference 
s h a l l ,  not la te r  than the 60th day of the le g is la t iv e  se s­
s io n , submit a report to the p resid ing  o f f ic e r  of each

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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house. The report i s  to include a summary of fin d in g s as to 
compliance w ith  the "p u b lic  need" fa c to rs , enumerated above 
together w ith  recommendations as to each of the fo llo w in g :

1. An id e n t if ic a t io n  o f the problems or the needs that the 
programs and a c t iv i t ie s  of the board, commission dr 
agency are intended to address.

2 . A statem ent, to the extent p ra c t ic a b le , of the ob jec­
t iv e s  of the program of the board, commission, or 
agency program, and i t s  an tic ip a te d  accomplishments.

3. An id e n t if ic a t io n  of any other programs having s im ila r ,  
c o n f l ic t in g  or d u p lica te  o b je c t iv e s .

4 . An assessment of a lte rn a t iv e  methods of ach iev ing  the 
purposes of the program.

5. An assessment of the consequences of e lim in a tin g  the 
board, commission or program and co n so lid a tin g  i t s  
a c t iv i t ie s  w ith  another program, or of funding i t  at a 
lower le v e l .

6. A ju s t i f i c a t io n  fo r the recommended continuation  or 
extension  of the board, commission or program, and an 
exp lan atio n  of the manner in  which i t  avoids d u p lica ­
t io n  of or c o n f l ic t  w ith  other e f fo r t s .

7. Any other in fo rm ation  which, in  the opinion of the 
committee, would improve the performance of the board, 
commission or agency w ith  respect to i t s  rep resen ta tio n  
o f and responsiveness to the p u b lic  in te r e s t .

The committee of re fe ren ce  may introduce a b i l l  provid ing 
fo r the reo rg an iza tio n  or continuation  of the agency being 
term inated as s t ip u la te d  in  AS 4 4 .6 6 .0 5 0 (e ) .

I f  a d d it io n a l in form ation  is  needed, p lease contact th is  
o f f ic e  at 465-3830.

c c : Senator A r l is s  S turgu lew ski
Chairman
L e g is la t iv e  Budget and Audit Committee

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT
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L e t te r  
fro m  th e  
T ru s te e s

This document, the 1980-81 annual report of the Alaska Renewable Resources Corporation is possibly 
unique among reports from either public or private sector organizations.

Submitted in compliance with requirements of A S  37.12.090, the report accepts the statutory invitation 
to comment in more depth concerning A R R C  activities. As will be seen, the main portion of our report 
is conventional enough; we report our success and our problems.

What makes the report unusual is the fact that we also recommend the dissolution of the corporation as 
it is now constituted. Our experience has led us to call for a com rehensive reassesment of how and 
under what circumstances public funds are allocated and used for economic development in Alaska.

Citing as it does the success of the company, our report seems to offer few practical reasons for the 
recommended dissolution. After all, private sector firms receiving A R R C  money have created some 600 
new jobs and either preserved or maintained Alaskan control over approximately 3,400 more.

However, despite these and other equally positive results, the political realities within Alaska, and a 
great deal of working experience, have convinced the Trustees that — while many of the basic underly­
ing concepts in the legislation seem sound — the organization, and the political environment in which it 
was created arc ill-suited to actual long-term implementation.

Specifically, the A R R C 's  potential to contribute to economic development is seriously inhibited by:

• A n  initial and continuing lack of political consensus as to whether the goals of the A R R C  are 
properly addressed at all by public sector financing in the private sector.

• A  serious question as to whether or not the overall strategics of industrial anu company develop­
ment can effectively be undertaken by one organization.

• The weakened ability of the A R R C  to function in an environment of frusttatcd and unrealistic 
expectations for the organization — each expectation attached to one or more of a wide range of 
economic and social development goals.

• Organizational, legal and funding structures inherent in the A R R C  which may be inappropriate 
for the effective implementation and continuation of the statutory goals.

The trustees agree that to improve the economy of the state, Alaska should conti.iue to confirm that 
which is stated in the preamble to the A R R C  legislation. The state should commit to:

• rehabilitation, enhancement and development of renewable resources and

• development of human resources by providing maximum opportunities for employment and
higher standards of living.

We are proud of having established the A R R C , a working and substantial financial institution, from 
what was originally little more than good intentions and academic theory.

Our personal and professional experiences have convinced us of the extraordinary value to our state of 
appropriately structured development finance organizations. We share, as an experienced board of 
trustees and as informed individuals, the sincere desire to participate in the future of development 
finance in Alaska.



T h e  e n a b lin g  le g is la t io n  fo r 

th e  A R R C  w a s  e x t ra o rd in a ry  in  

its  b re a d th , a n d  to o k  in  a w id e  

ran g e  o f  goa ls w h ic h  w o u ld  

re su lt  in  c o m p a n y  a n d  in d u s t ry  

d e v e lo p m e n t . T h e  p o w ers 

g ra n te d  to  p u rsu e  th ese  goals 

w e re  h ig h ly  d iv e rs if ie d  a n d  c o m ' 

p re h e n s iv e . T h u s ,  to  b eg in  p u t ' 

t in g  th e  A R R C  e x p e r ie n c e  in to  

p e rsp e c t iv e , it  is re a lly  n e ce ssa ry  

to  s ta r t  w ith  at least a b r ie f  co n- 

s id e ra t io n  o f  th e  le g is la t io n  

w h ic h  c re a te d  it .

♦♦♦All quoted references in this document arc token from C SH D  68? (Financial), Chapter 179, "A n  Act 
Relating to the Renewable Resources Funds," 1979.



The Legislation
The Alaska Renewable 

Resources Corporation was 
descrihed by one noted 
economist as “one of the most 
innovative and creative ideas in 
development linoncc in the 
Western hemisphere.’ It was also 
certainly one of the more dif­
ficult to understand.

P o lic ie s

The A R R C  statute deployed substantial financial resources of the state in pursuit of a policy of develop­
ing Alaska's “ human resources by providing maximum opportunities for employment and a higher stan­
dard of living for its citizens.” ***  Further policy declared that the funds provided would go to “ develop­
ment of renewable resources in order to contribute to “ a stable, self-sustaining state economy, employ­
ment opportunities and life-style opportunities for its citizens and . . . commercial, traditional and com­
mon uses of the state’s renewable resources.”

F ind ings

Underlying the actual legislation were certain findings which described the need in the Alaska economy 
for positive action. For instance, certain of Alaska's renewable resources were found "not beii.6 utilized
to their full potential." General problems were cited such as "high unemployment and unstable
economy." The economy was referred to as being historically dependent on "sporadic and non-stable 
development.”

Several factors were enumerated as contributing to "slow development" in the renewable resource based 
industries. These included, in abbreviated form:

1. insufficient research and development
2. insufficient venture capital financing
3. lack of knowledge about renewables in business and financial circles
•). lack of scientific information on many resources
5. lack of technology appropriate to Alaska

In overall conclusion, the Findings stated that "assisting the development of viable industries is best ac­
complished by providing assistance to the private sector."

The A R R C ’s working experience indicated thut many of the problems designated in "Findings" were in­
deed true. However, other findings appeared less correct, and additional and unexpected economic dif­
ficulties were also encountered,

An evaluation of the policies and findings above leads to the conclusion that the A R R C  was charged 
with improving nearly every chronic and destructive problem perceived in Alaska’s economy.
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The major purpose of the 
organization was stated as being 
to:
wfacilitate the rehabilitation, 
enhancement and development 
of the state’s renewable resources 
so as to strengthen the self- 
sustaining sectors of the state 
economy.»

Further definition elaborated:
‘rehabilitation, enhancement 

and development’ means any ac­
tivity or program which im­
proves the health and well-being 
of a renewable resource or 
renewable resource population 
leading to an increase in the 
quality of productivity of the 
resource and to an increase in 
the benefits derived from the 
resource to the citizens of the 
state.

P o w ers, D u ties and F in a n c ia l A ssistance

The A R R C  had an invaluable power: it could invest in the stock of private companies on a significant 
scale. The purchase of shares, called "equity investment” across a scope as broad as the A R R C ’s, was 
not only unique, it was also the most useful tool the A R R C  had for addressing what is widely perceived 
as >. major problem with the state’s economy: the shortage of investment capital. Because the state con. 
mitted a proportionately significant amount of money to the A R R C , it was able to invest in such a way 
as to counter this problem.

Alaska is frequently described as having a “ young economy," that is, one in which there has been little 
opportunity to accumulate cash in large quanities. Like a young person, A laska’s economy tends to be 
percnially short of cash in the private sector. New or expanding companies cannot find equity investors 
in their enterprises, so they necessani • borrow — that is, incur debt. Even the availability of debt financ­
ing is limited, often short-term borrowing is used in place of more appropriate long-term financ. .g. Such 
a condition almost invariably leads to a financial crisis even  where the enterprise is sound in its basic 
conccptii The result has often been the bankruptcy or outside takeover of an Alaskan company.

Companies operating with large amounts of borrowed money or "debt" are termed "highly leveraged;" — 
a condition which characterizes many Alaskan businesses. What the A R R C  was able to do through 
equity financing of highly leveraged companies was permit their continued operation through more 
balanced and appropriate capital structures.

With an A R R C  investment many Alaskan firms gained the opportunity, win or lose, to put their houses 
in order in a way never before possible. And A R R C  money also gave new or expanding enterprises the 
advantage of starting off with an appropriate mix of equity and debt.

The A R R C  had the ,jOwer to make loans, to give grants and in any other way to match the ap­
propriateness of its investments precisely to the needs of the business in need of funds.

4



M ajo r Ear ly  Decisions
Fo gain the greatest likelihood 

ol matching its work to the real 
requirement of Alaska business, 
the ARRC broke the total pic­
ture into more manageable 
"strategic components." Each 
component could then be ad­
dressed with sensitivity to its 
special requirements for financial 
and managerial assistance.

M ix  o f In d u stry  and C om pany D evelopm ent

Given ihe full scope of A laska’s economic problems as its ambitious assignment, the A R R C  necessarily 
had to arrive rapidly at a working compromise between theory and practice.

This compromise was particularly important because the legislation contained directives for two totally 
different and not necessarily compatible directions for economic development. These were:

1. Industry  D evelopm ent — creating entire complexes of self-supporting companies which 
together constitute an industry.

2. Com pany D evelopm ent — creating companies which promise to be healthy as individual 
enterprises but which are otherwise unrelated to one another.

Industrial development is, as the name implies, a massive undertaking. The concept is highly attractive 
in many ways, but it takes a great deal of time to make plans, test them, achieve consensus on how to 
take action and then (when all is done) actually measure the results.

Industrial development as practiced by the World Bank and other organizations requires a specialized 
staff and a completely different approach than does company development. Money, management and 
the total time involved are quite specific to industrial development operations.

It is useful to recall that the trend among opinion leaders during the A R R C 's  early months was one of 
rejecting “ studies" and to demand "action." Th is  pressure helped move the A R R C  firmly into its work 
in company development, reserving deeper economic planning for a later time.

O p tim iz ing  the Process o f Com pany D evelopm ent

An underlying economic assumption behind the A R R C  legislation is that small companies are more pro­
ductive in providing new jobs, business innovations and new creation of wealth. Thus any increase in 
the number or stability of Alaska's private companies would be expected to improve the total stability 
and productivity of the state economy.


