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O u r  c o n c l u s i o n  is that the s t a t e ' s  go a l  for 19 9 0  s h o u l d  be 

to d i v e r s i f y  and s t r e n g t h e n  the s t a t e ' s  e c o n o m y  by 

i n c r e a s i n g  the a v a i l a b l i t y  of c o m p e t i t i v e l y  p r i c e d  A l a s k a  

food p r o d u c t s .  T h ’s can be a c c o m p l i s h e d  t h r o u g h  p u r s u i t  of 

the f o l l o w i n g  o b j e c t i v e s *

• E n c o u r a g i n g  e x p a n d e d  p r o d u c t i o n  of c o m p e t i t i v e l y  

p r i c e d  farm p r o d u c t s  fr o m  e x i s t i n g  a g r i c u l t u r a l
* .................................... —  m m m m m m m  - ............ m  —  —  —  —  — —  —  .  ■ , .    /

l a n d s

• Inc r e a s i n g  n u m b e r  of a c r e s  a v a i l a b l e  for

a g r i c u l t u r .  p r o d u c t i o n

• P r e s e r v i n g  o p t i o n s  for i n - s t a t e  m a r k e t  e x p a n s i o n  

a n d  f u t u r e  e x p o r t s

II. I N S T A T E  M A R K E T  P O T E N T I A L

The r a i l b e l t  a r e a  h o l d s  m u c h  p r o m i s e  as a m a r k e t  for 

p r o d u c t s  of A l a s k a  f a r m e r s ?  and it is this p r o s p e c t  w h i c h  is 

the b a s i s  for o u r  c o n c l u s i o n s  and r e c o m m e n d a t i o n s .



i

An  a g r i c u l t u r a l  land ba s e  of a p p r o x i m a t e l y  2 2 7 , 0 0 0  a c r e s  may 

be n e c e s s a r y  to a c h e i v e  the p r o j e c t e d  p e r c e n t a g e s  of the 

1990 r a i l t e l t  m a r k e t ,  but, g i v e n  the n u m b e r  of v a r i a b l e s ,  

p r e c i s i o n  in a n y  f o r e c a s t  is not p o s s i b l e .  A c t u a l  d e m a n d  

for a g r i c u l t u r a l  land d u r i n g  t h a t  p e r i o d  m a y  v a r y  s ince the 

m a r k e t  s h a r e s  a c t u a l l y  a t t a i n e d  will d e p e n d  on the c o m p e t i­

t i v e n e s s  of p r o d u c t s  o f f e r e d  and the s t r e n g t h  of 

p r o m o t i o n a l  g r a m s .  In a d d i t i o n ,  the land b a s e  to p r o d u c e  

feed ~for~~'sheep", g o a t s ,  r a b b i t s  and p o u l t r y  pl u s  food 

p r o d u c t s  for o t h e r  a r e a s  of the s t a t e  has n o t  b e e n  

e s t i m a t e d .  G i v e n  that land is used for farm b u i l d i n g s ,  wood 

lots, and o t h e r  f a r m - r e l a t e d  b u t  n o n - c r o p  uses, 

p r o d u c t i o n  is e x p e c t e d  on o n l y  65 p e r c e n t  of the fa r m  lands 

p r i v a t e l y  h e l d  ( T a b l e  3.)

To i n c r e a s e  p r o s p e c t s  that a d e q u a t e  land wi l l  be in 

p r o d u c t i o n  in 1 9 9 0  and i m m e d i a t e l y  b e y o n d ,  an a d d i t i o n a l  

27,000 a c r e s  of p u b l i c  l ands s h o u l d  be c o n v o y e d  to p r i v a t e  

o w n e r s h i p .  T h e s e  r e c o m m e n d e d  d i s p o s a l s  w o u l d  add to the 

p r e s e n t  2 0 0 , 0 0 0  ac r e  land b a s e  ( p r i o r  s t a t e  and b o r o u g h  

d i s p o s a l s  ( T a b l e  4) a n d  o t h e r  c u r r e n t l y  held p r i v a t e  

Lands). L a c k  of  d e v e l o p m e n t  on p r i o r  d i s p o s a l s  w i l l

IV. THE AGRICULTURAL LAND BASE
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o L i v e s t o c k

D a i r y i n g  e x p a n d e d  as three new farms began o p e r a t i n g  

at P o i n t  M a c K e n z i e  d u r i n g  1984. M i l k  p r o d u c t i o n  

i n c r e a s e d  three p ercent. A new m i l k - p r o c e s s i n g  

f a c i l i t y  o p e n e d  in D e l t a  J u n c t i o n .  M i l k  p r o d u c t i o n  

w i l l  g r o w  at a fa s t e r  pa c e  in 1985 ar- 10 to 15 new 

d a i r y  farms begin o p e r a t i o n .

M e a t  m a r k e t i n g  saw g a i n s  d u r i n g  1984. The new m e a t -  

p r o c e s s i n g  p l a n t  in P a l m e r  had its first full y e a r  

of o p e r a t i o n  in 1984 and A l a s k a - g r o w n  m e a t  p r o d u c t s  

b e c a m e  a v a i l a b l e  in A n c h o r a g e  in g r e a t e r  q u a n t i t i e s .  

In F a i r b a n k s ,  A l a s k a  c h o i c e  beef b e c a m e  a v a i l a b l e  

f or the first time on a w e e k l y  basis, from a n i m a l s  

fed in D e l t a  J u n c t i o n .  A new l i v e s t o c k  p a c k i n g  

p l a n t  wi l l  o p e n  in F a i r b a n k s  in 1985, f u r t h e r  

s t i m u l a t i n g  int e r e s t  in l i v e s t o c k  p r o d u c t i o n .

The i :imary o p p o r t u n i t y  for d e v e l o p m e n t  of A l a s k a  a g r i c u l­

ture is to m e e t  i n-state needs s i n c e  r e l a t i v e l y  large 

m a r k e t s  are a v a i l a b l e .  In o r d e r  to m e e t  this m a r k e t  o p p o r­

tunit y ,  the f o l l o w i n g  o b j e c t i v e s  have been d e v e l o p e d  as the 

b a s i s  of p r o g r a m s  and p l a n s  of the D i v i s i o n  of Agriculture..

o E n c o u r a g e  e x pa n d e d  p r o d u c t i o n  of c o m p e t i t i v e l y -  

p r i c e d  farm p r o d u c t s f r om e x i s t i n g  a g r i c u l t u r a l  

l a n d s  in Alaska;

o I n c r e a s e  the nu m b e r  of acres d e v o t e d  to a g r i c u l t u r a l  

p r o d u c t i o n  in Alaska;

- ii -



— for xeroxing 
-©fti-7—

Potentia l M i lk  Production 

in the

Po int M a c K e n z ie  Area 

of

Southcentra l A la ska

by

Carol E. Lewis, J. Michael Harker, 

Edward L. Aiobio and Wayne C. Thomas-

Agricultural Experiment Station 
School of Agriculture and Land Resources Management 

University of Alaska 
James V. Drew, Director

September 1980



INTRODUCTION

C H A P T E R  1

Point MacKenzie is an area northwest of Anchor­
age directly across the Knik Arm of Cook Inlet (Figure 
I). This area contains a substantial amount of latent 
agricultural land and discussion regarding its potential 
has been going on for some time. The catalyst which 
activated the recent planning process directed at Point 
MacKenzie was concern over potential loss of the 
southcentral Alaska dairy industry expressed on May 
4, 1979, in a letter from Jack Flint, General Manager, 
Matanuska Maid, Inc., to Governor Jay Hammond: 
“It is my opinion that if we do not take immediate 
steps to stabilize this important phase of agriculture, 
[the dairy industry] will pass from the scene. I think 
that if it should occur, it would be a serious blow to 
the State of Alaska, economically and socia ly. I 
believe we should also realize that if the dairy indus­
try should cease to exist within the state, it is going 
to be very difficult to re-establish it.”

Mr. Flint’s letter and corresponding action by 
the Matanuska-Susitna Borough have directed planning 
processes of the State of Alaska toward Point Mac­
Kenzie. The Alaska Agricultural Action Council, 
created by the 1979 state legislature to plan, recom­
mend, and administer agricultural development pro­
jects on state lands in Alaska, held a meeting in the 
Matanuska Valley in September, 1979, and determined 
that an economic feasibility study, directed toward 
dairy production, should be undertaken for the Point 
MacKenzie area. This report is that feasibility study.

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

1. Sufficient state land is available in the Point 
MacKenzie area for a dairy farm develop­
ment project.

2. Land price is $100 per acre with a $50 home­
stead credit making the effective price $50 
per acre to the farmers.

3. Land-clearing costs are $220 per acre for 
project farms.

4. The dairy farms will be designed for forage 
production in the form of silage and haylage; 
concentrate, hay, and straw requirements 
will be met by off-farm purchases.

5. Private slaughter facilities are currently avail­
able in the Matanuska Valley to handle cull 
cows and calves from project lands.

6. Electrical power hook-up will be provided 
each farm.

7. Roads to each farm will be constructed.
The land price of $100 per acre for purchase of

agricultural rights only is set by the Alaska Land 
Statutes, Section 38.05. It is an average price and 
may vary depending on soil type and timber on the 
property. The homestead credit, repealed in 1979, 
will be reinstated in 1980. The land-clearing costs 
were based on a $165-per-acre cost in 1979 in interior 
Alaska. An additional 15 per cent was added to bring 
them to 1980 costs. The heavier timber cover will 
probably require more machine time estimated at 
$30 per acre.

1



CHAPTER 3 

MARKETING AND COMPETITIVE POSITION

Marketing

Milk is one of the few agricultural products 
having a well-organized marketing system in Alaska. 
Matanuska Maid, a dairy farmer cooperative, has iden­
tified the fresh milk market in Alaska, excluding the 
southeast portion of the state, at approximately
6,500,000 pounds per month. About 19 per cent is 
milk produced in Alaska, with the remaining 81 per 
cent shipped in by bulk and processed here or pro­
cessed and packaged for retail sales outside the state 
before shipment to Alaska.

There are currently two major milk processors in 
Alaska—Matanuska Maid and Arden Farms—both 
located in Anchorage. Matanuska Maid processes all 
the milk produced in Alaska. The problem for these 
tw£ processors lies in retaining a market share suffi­
cient to maintain a volume of milk for efficient pro­
cessing* while competing with falling prices .for 
imported mjlk. In-state milk production has declined 
from 22.1 million pounds in 1961 to 14.4 million 
pounds in 1978 with imported milk replacing the loss.

Fresh-milk producers in Alaska are being pres­
sured by high land values in the Matanuska Valley. 
Dairymen are now able to realize significant gains by 
selling their land to speculators and subdividers, gains 
much higher than would be realized by continuing to 
farm or by selling to another farmer. As a result, since 
the 1960s dairy farms have been declining rapidly. 
The industry, thus weakened, has had a difficult time 
meeting increased competition from “outside” dairy­
men. Increased milk production from Point MacKen­
zie farms may help increase the competitiveness of 
the industry.

An important question is whether or not new 
milk producers at Point MacKenzie can reasonably 
expect to have a market for their milk. Some con­
sumers may not choose Alaska-produced milk , even if 
it is price competitive, while others would probably 
be willing to pay a premium for local milk. Some 
retail firms may prefer, due to economic pressure, not 
to handle local milk unless it is competitive with out­

side milk. It is probable that considerably less than 
100 per cent of the market will be supplied by local 
milk even with the additional production from Point 
MacKenzie.

Competitive Position of Alaskan-Produced Milk

The current competitive position of Alaskan- 
produced milk compared with alternative sources is 
analyzed below. Such analysis is important in consid­
ering the future of the Alaskan dairy industry. Wb .e 
disagreement is possible for any figure given, cost 
data in the analysis are as accurate as possible at this 
time. The magnitude of any inaccuracies would not 
be great enough to alter the conclusions.

Milk produced in Alaska must compete for a 
reasonable share of the market with milk shipped 
frTTrom outside the state. As shown in Table 22 (pg. 
2(5)" 'Alaska farmers were receiving 516.84 per hun­
dred weight in November, 1979. Farm-to-processor 
transportation cost by regulated carrier was 51.36 per 
cwt. Therefore, the total cost for Alaska-produced 
milk to an Anchorage processor was 518.20 per cwt. 
Local processing cost adds another 513.61 per cwt 
and brings the total cost, when delivered to the retail 
store dock, to 531.81 per cwt. Milk shipped in by 
bulk and processed locally had a slightly higher whole­
sale cost of 533.04 per cwt. This is primarily because 
regulations require that bulk milk shipped into Alaska 
must be pasteurized a second time, adding a cost of 
$2-00 per cwt. Prepackaged milk shipped in from the 
Puget Sound had a significantly lower wholesale cost. 
Table 22 presents the cost of prepackaged milk using 
a Class I price (regulated handler) and blend price 
(non-regulated producer/distributer). These total 
527.66 and 526.66 per cwt which is $4.15 and 55.15 
less than Alaskan produced and processed milk, 
respectively. Recombined milk (dry skim milk and 
butterfat shipped in from out of state and recom­
bined with water in Alaska) was competitive with the 
prepackaged milk even with the higher Alaska pro­
cessing costs.

19
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prominent infrastructure problems noted are energy costs 
necessary to maintain production and costs of transportation 
for raw product to Anchorage.

(2) As noted elsewhere within this report, a $7,000 per cow investment 
level is necessary to maximize efficiencies and economies of scale. 
This investment level produces a minimum nerd size of 191 cows.
The- existing Point MacKenzie development requirements are such 
that effectively realizing this optimum level requires capitaliza­
tion in excess of the lending limits now available to dairy farmers 
locating in the Point MacKenzie area.

(3) The geographic isolation of the Point MacKenzie area compounds
the cost control problems normally associated with dairy production. 
T V  is the assessment oT'the consulting team that Alaskan history 
will repeat itself in the Point MacKenzie area (relative to the
dairy industry) uhiess moaiiicati6h$ ill C M  deV61optnettt plans---
lor Point MacKenzie can be made.' The reader is reminded that 
at one time over 80 small dairy"farms existed in Alaska. Of the 
’oiiglhal So farms, only thos~e who have managed to Increase herd 
size and operating efficiencies survive today. This pattern is 
similar to the pattern evidenced for the Indus try as a whole and 
is an important consideration relative to development of the Point 
MacKenzie area.

(*0 The price reduction recommended in this proposal is absolutely 
essential to the survival of the existing dairy industry structure 
within Alaska. As noted, unless Mat-Maid products can become 
competitive within the marketplace sales will continue to decline 
as consumers react to price sensitivities. As the majority of 
the dairy producers associated with Mat-Maid have structured their 
debt load around a pricing structure in excess of $22/CWT, adjust­
ments in repayment schedule for such debt will be necessary.

(5) For the proposed Mat-Maid recovery plan to be successful, the 
2% retainage debt now carried by Mat-Maid must be treated in a 
manner similar to the debt for all other unsecured creditors. 
Further, the $2.2 million worth of certificates of equity now 
carried by Mat-Maid are a liability against operating cash flows 
that severely damage potential for Mat-Maid to successfully re­
organize.

Recommendations

It is *he concensus opinion of he consulting team that successful reorganiza­
tion of Mat-Maid depends upon fully implementing the company-specific and 
Macro Environment-specific recommendations earlier discussed. In addition, 
for the total system to survive, it is our opinion that the following producer- 
specific recommendations are also essential.
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Sovcwfeer ?8, 1984

Mr. J o s e p h  P a t r i c k  Cange 
C e r t i f i e d  P u b l i c  A c c oun t a n t  
Box 4 - 6 4 7
Ancho rage ,  Alaska 9 9 5 0 9  

D e a r  M r .  Cange:

I n  r e s p o n s e  t o  y o u r  l e t t e r  o f  O c t o b e r  3 1 ,  1 9 8 4 ,  I  h a v e  e n c l o s e d  a 
p r e l i m i n a r y  d r a f t  r e p o r t  r e c e n t l y  c om p l e t e d .  The  c a p i t a l  c o s t s  e s t im a t e d  
f o r  tw e n t y - tw o  d a i r y  o p e r a t i o n s  i n  t h e  l o w e r  4 8  s t a t e s  a r e  summar i zed  i n  
T a b l e  4 ,  page 1 5 .  The bu dg e t  i n f o r m a t i o n  i s  f o r  "w h o l e "  f a rm  s i t u a t i o n s  
and i n c l u d e  some o p e r a t i o n s  t h a t  p r o d u c e  mos t  o f  t h e  f e e d  w i t h i n  t h e  f a rm  
By l o o k i n g  a t  a l t e r n a t i v e  s i z e - h e r d s  w i t h i n  each  s t a t e ,  some i d e a  o f  how 
c a p i t a l  c o s t s  p e r  cow change on a l t e r n a t i v e  s i z e  f a rm s  can be e v a l u a t e d .  
T a b l e  4 b r e a k s  c a p i t a l  c o s t s  down i n t o  s i x  c a t e g o r i e s  such as  d a i r y  
b u i d l i n g s  and e q u ipm en t .  T h i s  may h e l p  y o u  p i c k  t h e  mos t r e l e v a n t  
f i g u r e s  f o r  y o u r  p u r p o s e s .

.The r e s u l t s '  do  i n d i c a t e  l o w e r  i n v e s tm e n t  on  l a r g e r  f a rm s  t h an  on s m a l l e r  
»~ f a rm s  e s p e c i a l l y  u p " t o  t h e  S 6 0  o r  606  cow h e r d  s i z e s .  P e rh a p s  the  New 

“ i f o r k  i!arms w o u l d  be  m o s t  r e l e v a n t :  t o  t h e  P o i n t  MacKenz ie  p r o j e c t  a s  th o s e  
f a rm s  u s e  f r e e  s t a l l  h o u s i n g ,  p r o d u c e  mos t o f  t h e  f o r a g e  r e q u i r e m e n t  and
5 2 - ,  2 0 0 - ,  and  6 0 0 - c ow  o p e r a t i o n s  a r e  c o n s i d e r e d .

I  e n j o y e d  m e e t i n g  w i t h  t h e  g r oup  r e p r e s e n t i n g  t h e  P o i n t  MacKenzie a r e a
and a l s o  w i s h  we had  had  mo re  t im e  t o  d i s c u s s  t h e  f a rm  i s s u e s .

S i n c e r e l y ,

} * t

Boyd M. B u x t o n  
A g r i c u l t u r a l  E c o n om i s t

BMB/dmm

E n c l o s u r e
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T o t a l  h i r e d  l a b o r  r a n g e s  f r o m  1 . 0 3  w o r k e r  e q u i v a l e n t s  ( 2 , 5 7 5  h o u r s )  

o f  p a r t - t i m e  h o u r l y  l a b o r  on t h e  5 2 - c ow  M in n e s o t a  d a i r y  t o  18 f u l l - t i m e  

. w o r k e r s  on t h e  1 , 4 3 6 - c o w  F l o r i d a  d a i r y .  Some o f  t h e  p a r t - t i m e  l a b o r  

h i r e d  i n  M i n n e s o t a ,  P e n n s y l v a n i a ,  New Y o r k  and W a s h i n g t o n  i s  s e a s o n a l  

and a s s o c i a t e d  w i t h  c r o p  p r o d u c t i o n  ( T a b l e  2 ) .

I n v e s tm e n t  R e q u i r em en t s  

The e s t im a t e d  new ( r e p l a c e m e n t )  c o s t  p e r  cow f o r  a s s e t s  r e q u i r e d  

on  t h e  tw e n t y - tw o  d a i r i e s  a r e  summar i z ed  i n  T a b l e  4 .  R ep l a c emen t  o r  

new c o s t s  a r e  u s e d  s o  t h a t  t h e  a v e r a g e  a n n u a l  c o s t s  o f  ow n e r s h i p  w i l l  

r e f l e c t  an amount  s u f f i c i e n t  t o  r e p l a c e  wo rn  o u t  a s s e t s  when needed .

C o s t s  - then  r e f l e c t  an amount needed  t o  m a i n t a i n  t h e  l o n g - t e r m  v i a b i l i t y  

o f  t h e  o p e r a t i o n .

On d a i r i e s  w i t h o u t  c r o p l a n d  f o r  f e e d  p r o d u c t i o n ,  t h e  t o t a l  

i n v e s tm e n t  p e r  cow r a n g e s  f r o m  $ 3 , 3 7 2  on t h e  1 , 4 3 6 - c ow  F l o r i d a
0

d a i r y  t o  $ 5 , 0 5 3  f o r  t h e  3 5 9 - c ow  A r i z o n a  d a i r y .  I n c l u d i n g  l a n d  and 

f i e l d  m a c h i n e r y  t o  p r o d u c e  f e e d ,  a  M in n e s o t a  5 2 - c ow  d a i r y  has  a  t o t a l  

r e p l a c em e n t  v a l u e  o f  a s s e t s  o f  m o r e  t h a n  $ 1 5 , 0 0 0  p e r  cow. The ‘ 

d i f f e r e n c e  b e tw een  h e r d  s i z e s  and r e g i o n s  a r e  b e s t  r e f l e c t e d  i n  compar ing  

i n v e s tm e n t  p e r  cow i n  d a i r y  b u i l d i n g s  and. e q u i pm en t .  H e r e  t h e  r a n g e  i s  

f r o m  $ 7 4 9  on  t h e  1 , 4 3 6 - c o w  F l o r i d a  d a i r y  t o  $ 4 , 8 7 1  f o r  t h e  5 2 - c ow  

M in n e s o t a  d a i r y  ( F i g u r e  2 ) . l n v e s tm e n t ~ p e r  cow i n  d a i r y  b u i l d i n g s  

y and equ ipmen t  i s  s u b s t a n t i a l l y  l e s s  on l a r g e r  t h a n  on s m a l l e r  d a i r i e s  

 ̂ r e g a r d l e s s  o f  r e g i o n . , .  F o r  t y p i c a l  h e r d  s i z e s ,  t h e  I n v e s tm e n t  p e r  coy 

i s  s u b s t a n t i a l l y  l e s s  i n  S o u t h e a s t  and S o u thw e s t  r e g i o n s  t h a n  i n  

o t h e r  r e g i o n s .  Howev e r ,  t h e  6 0 0 - c ow  New Y o r k  and 5 5 0 - c o w  I d a h o  d a i r y

r  & - z
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Ad j u s t e d  c o s t  p e r  c v t

(A  c o s t  p e r  cw t~o f  j o i l k  ( a d j v i s t e d  f o r  s a l e s  o t h e r  t h a n  m i l k )  t ended  

1  t o  be l o w e r  6 n - l a r g e  t h a n  on s n a i l  d a i r i e s  I n  a l l  s t a t e s  ( F i g u r e  4 ) .  

f A l s o  c o s t s  w e r e  l r  n t h e  v e r y  l a r g e  d a i r i e s  i n  C a l i f o r n i a ,  New 

M e x i c o ,  A r i z o n a ,  and I d a h o  t h a n  on  s m a l l e r  d a i r i e s  i n  M in n e s o t a ,  

P e n n s y l v a n i a ^  and New Y o r k ,  H oweve r ,  t h e  6 0 0 - c ow  New Y o r k  d a i r y  had 

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

The m a j o r  e x c e p t i o n  was t h e  r e l a t i v e l y  h i g h  c o s t  f o r  F l o r i d a  d a i r i e s .  

F l o r i d a s '  h i g h  c o s t s  a r e  i n  p a r t  o f f s e t  by  r e l a t i v e l y  h i g h  m i l k  p r i c e s  

r e s u l t i n g  i n  t h e  c o m p e t i t i v e  r a t e  o f  r e t u r n  on  I n v e s tm e n t  d i s c u s s e d  i n  

t h e  p r e v i o u s  s e c t i o n  and i l l u s t r a t e d  i n  F i g u r e  3 .

The  c o s t  p e r  cu t  o f  m i l k  i s  n e a r l y  t h e  same f o r  a l t e r n a t i v e  p r i c e  

s u p p o r t  o r  f e d e r a l  o r d e r  p o l i c y  s c e n a r i o s .  Howeve r ,  c o s t s  p e r  cwt chop  

d r a m a t i c a l l y  f o r  p r o d u c e r s  a c h i e v l s s  m i l k  p r o d u c t i o n  p e r  cow e q u a l  t o  

t h e  t o p  20  p e r c e n t  o f  p r o d u c e r s  u s i n g  DHIA t e s t s  compared t o  a p r o d u c e r  

a c h i e v i n g  t h e  a v e r a g e  o f  a l l  p r o d u c e r s  u s i n g  DHIA t e s t s  ( T a b l e  8 ) .

C o n c l u s i o n s  o f  l o n g - t e r m  a n a l y s i s

A r a t e  o f  r e t u r n  t o  i n v e s tm e n t  i s  c a l c u l a t e d  f o r  tw en t y - tw o  d a i r y  

7 > 1  a f t e r  a l l  o p e r a t i n g  c o s t s  a r e  p a i d  and s u f f i c i e n t  money w i t h h e l d  

i m a i n t a i n  t h e  l o n g - t e r m  v i a b i l i t y  by r e p l a c i n g  wo rn  o u t  equ ipmen t  and 

f a c i l i t i e s .  The  m a j o r  f i n d i n g s  o f  t h e  a n a l y s i s  i n c l u d e  t h e  f o l l o w i n g :

I n v e s tm e n t  p e r  cow i n  d a i r y  b u i l d i n g 3  and equ i pment i s  l e s s

on  l a r g e r  t h a n  on  s m a l l e r  da i r i e s .

2 .  F o r  t h e  h e r d  s i z e s  t h a t  c h a r a c t e r i z e s  d a i r y  f a rm i n g  i n  each

. / r e g i o n ,  i n v e s tm e n t  p e r  cow i s  l e s s  f o r  t h e l a r g a  d a i r y  o p e r a t i o n s  i n  

t h e  S o u t h w e s t ,  N o r t h w e s t  and S o u t h e a s t  t h a n  f o r  t h e  L a k e  S t a t e  and 

' N o r t h e a s t  r e g i o n s .  . . . .



3 . | r  Based on whole farm  budge ts , the, la rg e r  d a ir ie s  w ith  500 cows

o r  move a r e ,  more  p r o f i t a b l e  t h a n  s a a l l e r  d a i r i e s *  C o n s i d e r i n g  t h e  l o n g - t e r m  

e f f e c i e n t l y  o p e r a t e d  d a i r i e s  i n  Nev M e x i c o ;t A r i z o n a  and F l o r i d a  a r e  more  

p r o f i t a b l e  t h a n  t h e i r  c o u n t e r p a r t s  i n  C a l i f o r n i a ,  I d a h o ,  M in n e s o t a  and the 

N o r t h e a s t .  T h i s  r e s u l t  i s  t h e  b o t t om  l i n e  a f t e r  r e f l e c t i n g  r e g i o n a l  

d i f f e r e n c e  i n  c o s t s  and m i l k  p r i c e s  r e c e i v e d .

4 .  A l t h o u g h  c o s t s  p e r  cwt o f  m i l k  a r e  h i g h e s t  i n  F l o r i d a ,  t h e  r e l a ­

t i v e  h i g h  p r i c e  r e c e i v e d  f o r  m i l k  p r o v i d e s  a c o m p e t i t i v e  r e t u r n .  The 

p r o f i t a b i l i t y  o f  C a l i f o r n i a  and I d a h o  d a i r i e s  i s  a d v e r s e l y  a f f e c t e d  by 

l o w e r  m i l k  p r i c e s  compared t o  New M e x i c o ,  A r i z o n a  and F l o r i d a  d a i r i e s .

5 .  f s t r o n g  econom ic  p r e s s u r e  e x i s t s  f o r  h e r d s  t o  g e t  l a r g e r  i n  

a l l  r e g i o n s .  T h i s  w i l l  c o n t i n u e  t h e  t r e n d  t o  f e w e r  and l a r g e r  d a i r i e s .

6 .  The  r e l a t i v e l y  f a v o r a b l e  p r o f i t  p o t e n t i a l  ( r a t e  o f  r e t u r n )  o f  

l a r g e  s c a l e  d a i r y  f a n n i n g  i n  t h e  S o u t h w e s t ,  S o u t h e a s t  and N o r t hw e s t
* 4

r e g i o n s  w i l l  l i k e l y  r e s u l t ,  o v e r  t h e  l o n g  t e rn . ,  i n  a c o n t i n u e d  s h i f t  

i n  m i l k  p r o d u c t i o n  t o  t h o s e  a r e a s .  T h o s e  a r e a s  w i l l  l i k e l y  i n c r e a s e  

t h e i r  r e l a t i v e  s h a r e  o f  t o t a l  n . S .  m i l k  p r o d u c t i o n ,  p l a c i n g  i n c r e a s e d  

c o m p e t i t i v e  p r e s s u r e  on t h e  t r a d i t i o n a l  L a k e  S t a t e s  and N o r t h e a s t  d a i r y  

a r e a s .

7 .  The  p r o f i t a b i i t y  o f  d a i r y  f a rm i n g  i s  g r e a t l y  im p ro v ed  i n  a l l  

r e g i o n s  when man. qement a c h i e v e s  p r o d u c t i o n  p e r  cow l e v e l s  e q u a l  t o  th e  

t o p  20  p e r c e n t  o f  thtt f a r m e r s  u s i n g  D a i r y  H e rd  Imp ro vemen t  T e s t i n g  p r og r am s  

( S c e n a r i o  V ) .  A c h i e v i n g  t h e s e  p e r f o rm a n c e  l e v e l s  t e n d s  t o  im p r o v e  t h e  

p r o f i t a b i l i t y  o f  l a r g e  more t h a n  s m a l l  d a i r i e s ,  a d d i n g  more ec onom ic  i n ­

c e n t i v e  f o r  l a r g e  s c a l e  d a i r y i n g .
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FTATF P.F A! A'̂k'A
DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF LAND AND WATER MANAGEMENT 

323 East Fourth Avenue 

Anchorage, Alaska

POINT MACKENZIE AGRICULTURAL INTEREST SALE

Lottery #10

Fi iiling P e r i o d : 8:00 a.m., Wednesday, July 7, 1982 through

4:30 p.m., Friday, August 20, 1982.

■v Lo t tery: Palmer High School

Little Theater 

West Arctic Avenue 
Palmer, Alaska

• Lottery: September 11, 1982

• a r y : 10:00 a.m. (local time). Information Briefing and

Lottery Drawing.

• INTRODUCTION

to develop agricultural land as a renewable resource of the 

■ne Alaska Department of Natural Resources in cooperation with 

■ : Agricultural Action Council is disposing of approximately

'■rr*s of agricultural land in the vicinity of Pt. MacKenzie,

< tijajor objectives i r e  to stimulate in-sta te milk production^. 
- • ' :^ ^ ( k  to_Alaska consumers at a competitive market price, and ~ 

log ̂agr ic u l tu ra l ^ f- '5Tn t?T r^n cy f 'o r the State or 
e, subject to the provisions "ctf AS 3870?“

gainii

'ererore, subject to the provisions of AS 38704 and AS 38.05 
#nb Dursjant to the regulations promulgated thereunder, the Director of 
the ><vision of Land and Water Management, or h'd authorized represen- 

»ve, will sell (the agricultural interest) by lottery in the follow- 

‘ A s c r i b e d  real property located within thy Palmer Recording
lull

PARCELS FOR SALE

T>* iqricultural interest in twenty-nine (29) parcels ranging in size 

3cres to 632.24 acres and totaling 13,940 acres will be 

— - * *« ror sale* sale of all parcels will be under the terms and 
-TiT onf set forth in this brochure and in the sale contract. Sample 

D i i i r i r f n ^ ts are availabie for inspection through the Southcentral 

flic c e’ 'r3"6 discounts pursuant to AS 38.05.058 and 11 AAC 
are available to eligible Alaskans.
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P.O. Box 4-647
Anchorage, A laska 99509
January 17, 1985

Mr. James K. Barnett 
Deputy Commissioner
Alaska Department of Natural Resources 
555 Cordova Street 
Pouch 7-005
Anchorage, Alaska 99510

Re: Consolidation of Parcels
116, 117, 123, and 124 into one farm

Dear Mr. Barnett:

The four owners of the hereinabove described parcels are asking 
that the four parcels be permitted to consolidate into one farm. 
After a very thorough economic analysis we made the decision in 
late 1983 to work jointly to build one large efficient facility 
rather than build four separate smaller ones. Thus, we combined 
our capital, time, and management expertise to create one large 
and economically efficient dairy. The reasons for this decision 
are as follows:

/1.) Through consolidation the capital investment per cow was 32% 
lower for one dairy than for four separate dairies. By 

- pooling our economic resources we capitalized the dairy with 
$1,000,000 cash. The capital requirements are so great that 
if each person had attempted to build a separate, small dairy, 
none of us would be operational at this time. However, 
through this cooperative effort, we are currently producing
12,000 lbs. of milk per day.

^^The operating costs including interest expense per cwt of milk 
produced are 26% lower on the one large dairy when compared to 
four smaller dairies. The economies of scale of the larger 
dairy will, therefore, make us competitive with outside milk.

3. None of the four parcel owners had much experience in the
dairy industry; therefore, it was imperative that we secure a 
competent dairy manager to insure a successful well-managed
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Mr. James K. B a rn e tt
January 17, 1985
Page 2

operation. By building one large dairy were able to 
attract and hire one of the leading dairymen in the country.
A single, small dairy could not have afforded the compensation 
necessary to attract a good dairy manager.

4y) We recognized that Matanuska Maid's bankruptcy filing, and a 
reduction in milk prices (from $22.60 per cwt to $19.00 per 
cwt) would require that we be able to produce milk at a price 
lower than $19.00 per cwt. We could only do this by combining 
our parcels.

The Point MacKenzie sale brochure dated September 11, 1982 
states on Page 1 "The major objectives are to stimulate in­
state milk production to provide milk to Alaska consumers at a 
competitive market price, and to assist in gaining 
agricultural self-sufficiency for the State of Alaska."

The required minimum stocking of these four parcels by November 1, 
1985 is 173 cows. We currently have 367 cows, more producing cows 
than all the other Point MacKenzie producers combined.

Having experienced the complete process of getting a dairy on 
line, none of us (the four parcel owners) would ever consider 
building separate, smaller dairies. We are viable and in 
production now only because we have consolidated the parcels.

The-behefits-te-fche-state-and-the-industry are-many. . We have 
attached a letter from John SfeaVell (Exhibit A) that shows our 367 
cows are earning- the creamery $12,845 per month. The 
consolidation will eliminate the duplication of capital and thus 
require less of ARLF funds. The existing funds available for 
agricultural lending are quite limited. In fact, the request for 
a separate loan on Parcel 116 has been postponed by the ARLF Board 
because of apparent lack of funds.

Si

Lower capital requirements and lower operating costs create 
competitively priced agricultural products. To prove this point, 
we have also attached a letter and study from a leading authority 
on dairy farming (Exhibit B) which points to lower investment and 
lower operating costs on larger dairies versus smaller dairies.
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We are making an official request of the Director of the Division 
of Land and Water Management, with the consent and concurrence of 
the Commissioner of the Department of Natural Resources, to amend 
our CONTRACTS FOR THE SALE OF AGRICULTURAL INTEREST IN STATE LAND 
to permit a consolidation of Parcels 116, 117, 123, and 124 into 
one farm. With the November 1st contract date only nine months 
away, we would like to accomplish the consolidation as soon as 
possible.

It is imperative for the long-term success of the industry that 
the Department of Natural Resources demonstrate initiative and 
foresight in its policies to do those things that make the 
industry viable and competitive. Let's not live by yesterday's 
standards: let's be progressive. Now is the time to do the
things that these competitive times demand.

Sincerely,

Evander C. Smith 
Parcel 116 Parcel 117

Parcel 123C h a r l e e ^ J f t G a n g e r t h e  s t a t e  a n d
f  rc T T  3  o h r : 5

attachments

cc: Bill Heim
Esther C. Wunnicke
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February 18, 1985

Arliss Sturgulewski 
Chairman Resources Committee 
Alaska State Senate 
Pouch V
Capital Building 
Juneau, Alaska

SUBJECT: SENATE BILLS NOS. 110 AND 155

Dear Arliss:

Pursuant to our conversation yesterday, I am submitting 
data regarding Senate Bills Nos. 110 and 155. Before I 
address these items, however, I would like to express my 
thoughts on the agriculture industry.

First I ask "Can the dairy industry be viable?" Yes. Our 
Ifigures indicate that we can provide milk that is competi­
tive with Outside milk because of the freight advantage 
that exists. The additional total cost of producing milk 
locally versus Outside is less than the freight on milk 
shipped from Seattle.

The goal at the Tucker dairy is to produce milk at the 
lowest cost possible per unit of milk produced. The local 
dairies must be as efficient and as well managed as Outside 
dairies or they cannot compete in the local market place. 
Most of the local dairies have never become efficient 
enough to bring their operating costs down to be competi­
tive with Outside dairies. For example, our cost of feed 
is $4.29 per day per cow when we bring in soybean meal and 
barley in bulk and mix our own feed. The cost of this same 
feed purchased locally is $1.00 per day per cow more. That 
$1.00 savings is the farmer's profit on the milk produced.
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Historically, the various State administrations have had 
no comprehensive plan. Thus, agriculture has been an 
unorganized, unplanned and poorly administered industry. 
This situation has left Alaskan agriculture in a. state of 
chaos and near bankruptcy. It is not too late to save 
agriculture. Many things must be done and many changes 
in policies and practices must immediately take place if 
we are to save the industry.

We are fortunate that for the first time in Alaskan agri­
cultural history we now have a Commissioner who is 
genuinely concerned about agriculture. She is willing to 
change obsolete policies and thinking and is doing the 
things necessary to save the industry —  and the state's 
investment. This is the direction in which Esther Wunnicke 
and Deputy Director James K. Barnett art embarking. Senate 
Bill No. 110 and Senate Bill No. 155 are a vital part of 
that comprehensive plan that will make the dairy industry 
viable.

SENATE BILL NO. 110 
Proposes increasing loan limits of the Agricultural 
Revolving Loan Fund (ARLF) from $1,000,000 to 
$2,000,000

A number of things have made this increase necessary.
I ' . When the State's figures were done in 1979 (see 

1 Exhibit A "Potential Milk Production in the Point MacKenzie 
area of Southcentral Alaska") the Consumer Price Index was 
•233 .2 (;1 /1 /80) . Today the Consumer Price Index is 316 
wh-ich is.-a 36% increase in costs since 1/1/80.

2. The initial plan at Point MacKenzie was for the 
establishment of 19 small family-run dairies. However,
the $200,000 cash requirement for even the smallest dairy 
prohibited the building of these smaller dairies. The 
larger dairies actually being built, require more total 
borrowing, but result in lower borrowing per cow.

3. The State's figures (see page 7 of Exhibit A) 
showed that the total capital investment for a 150-cow 
facility was estimated to be $1,241,711. However, these, 
numbers do not include housing, working capital or 
machinery costs. These add an additional $500,000 to the 
1979 figure of $1,241,711.
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4. Current fai/ns are undercapitalized and there is 
no other source of funds available. The current dairies 
are:

ArLiss Sturgu l e w s k i
February 18, 198 'br
Page Three

Tucker Dairy 
Lee Dairy 
James Dairy 
Rudgers Dairy

TOTAL

Facility
Size

1190

Actual
Cows

610

Difference

480 cows 360 120 cows
300 cows 160 140 cows
260 cows 40 220 cows
150 cows 50 100 cows

580

It does not make sense to create facilities and then not 
provide inadequate funds for cows. These dairies are all 
up against the $1,000,000 loan limit, but need additional 
funds to bring these dairies up to maximum capacity. 
Increasing the loan limit wil] allow these dairies to be 
brought up to 1007o milk producing potential. This will 
generate the greatest return on scarce funds because of 
a better utilization of existing facilities.
Every cow generates $3,000 in revenues for the farm. In 
addition, according to Matanuska Maid each additional cow 
generates $420 per year in additional net income for the 
creamery (see Exhibit B).

1 580 additional cows x $420.00
area ^- O ydr-$248:,'60Q additional' net income to .the creamery.

. SENATE BILL NO. 155 
Proposes the splitting and combining of agricultural 
parcels-

This change is necessary for the following reasons.

1. By consolidating parcels the total capital 
required per cow is substantially less. In our case, con­
solidation reduced capital investment per cow by 32%.
This creates more competitive fixed cost and lowers debt 
requirement per cow. Boyd Buxton, noted dairy authority 
who has done work for the Department of Agriculture, states
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"The investment per cow in dairy buildings ariu equipment 
is substantially less on larger than on smaller dairies 
regardless of region." (See Exhibit C, Page 14 "Economic 
Policy and Technology Factors Affecting Herd Size and 
Regional Location of U.S. Milk Production").

2. The operating costs, including interest expense 
per cwt of milk produced, are lower on larger dairies than 
on smaller dairies because of the principle of economies
of scale. The Tucker dairy operating costs per cwt of milk 
produced are 26% lower on one large dairy than they would 
be on four smaller dairies. Boyd Buxton states "Based on 
whole farm budgets, the larger dairies with 500 cows or 
more are more profitable than smaller dairies." (See 
Exhibit C, Page 27).

3. Most of the Point MacKenzie parcel owners have 
little or no experience in the dairy industry. Therefore, 
it is imperative that the dairies hire competent dairy man­
agers to insure a successful and well managed farm. Con­
solidation makes this financially possible.

4. Currently many dairies have already joined 
together in cooperative efforts as follows:

Dairy West joined **wo borough parcels together
Tucker Dairy joined four separate parcels together 

I Wright Dairy joined two parcel together
James Dairy joined two parcels together
Shoone D'atry'joirrerd-two parcels together - ••• -

These joint efforts have been necessitated due to the
simple economics of the dairy industry. The dairy
industry needs Senate Bill 155. Not passing Senate Bill
155 would place a definite hardship on these dairies and
could result in their bankruptcy and thus the industry as
well. .- #

5. The consolidation of dairies is in compliance 
with the intent of the initial sales brochure dated 
September 11, 1982 (see Exhibit D) which states "The major 
objectives are to stimulate in-state milk production, to 
provide milk to Alaska consumers at a competitive market 
price, and to assist in gaining agricultural
self-sufficiency for the State of Alaska." Only through 

consolidation can we be competitive.
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6. The consolidation of parcels will eliminate unnec­
essary duplication of buildings and machinery. This will 
substantially reduce the borrowing required from the ARLF. 
There is currently not enough money in the ARLF to develop 
all the remaining parcels and the reduced capital needs 
resulting from consolidation will help lessen the demands 
on ARLF funds, In our case, the ARLF has only $1,000,000 
invested in one 485-cow facility instead of a possible 
$4,000,000 in four 120-cow dairies.

I have also enclosed earlier correspondence related to 
Point MacKenzie that you might find helpful. They are

Exhibit E 
Exhibit F 
Exhibit G 
Exhibit H

1/1/84 Jalmar Kerttula 
6/22/84 Bob Heath 
9/14/84 Dean Brown 
1/17/84 James K. Barnett

The passage of Senate Bills 110 and 155 are mandatory if 
we are going to work toward a successful, profitable and 
financially strong dairy industry that will produce dairy 
products for Alaskans at a competitive price.

Thank you for your attention to this very important matter. 
If I can be of any further assistance, please do not 
Ihesitate to give me a call;

Sincerely,

cc: Esther Wunnicke
James K. Barnett 
Mike Szymanski 
Jan Faiks 
Jalmar Kerttula
Bill Heim
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A r l i s s  S t u r g u l e w s k i  
C h a i r m a n  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V
C a p i t a l  B u i l d i n g  
J u n e a u ,  A l a s k a

S u b j e c t :  S e n a t e  B i l l  1 5 5

D e a r  A r l i s s ,

P u r s u a n t  t o  a c o n v e r s a t i o n  w i t h  y o u  o n  t h e  2 1 s t  o f  F e b r u a r y ,
I  am s u b m i t t i n g  h e r e w i t h  my t h o u g h t s  r e g a r d i n g  t h e  m e r i t s  
a n d  t h e  i m p o r t a n c e  o f  S B  1 5 5  t o  t h e  A l a s k a n  a g r i c u l t u r e  i n d u s t r y .  
I n  t h e  m o s t  b a s i c  t e r m s ,  t h i s  i s  a b i l l  t h a t  p r o v i d e s  a  m e c h a n i s m  
f o r  DNR t o  c o m h i n e  a n d  s p l i t  a g r i c u l t u r e  p a r c e l s  i f  i t  i s  i n  t h e  
p u b l i c  i n t e r e s t ,  i f  i t  e n c o u r a g e s  t h e  d e v e l o p m e n t  o f  t h e  s t a t e ' s  
a g r i c u l t u r a l  r e s o u r c e s  a n d  i f  i t  p r e v e n t s  e c o n o m i c  w a s t e .  S B  1 5 5  
p e r m i t s  d e c i s i o n s  t o  b e  m a d e  b a s e d  u p o n  t h e  e c o n o m i c  r e a l i t i e s  o f  
t h e  t i m e s .

I  b e l i e v e  t h a t  t h e  o n l y  w a y  t h i s  i n d u s t r y  c a n  s u r v i v e  w i t h o u t  
c o n t i n u i n g  s t a t e  s u b s i d i e s  i s  b y  a l l  o f  u s  s u p p o r t i n g  t h o s e  
p o l i c i e s  t h a t  m a k e  e c o n o m i c  s e n s e .  I n  t h e  DNR S p e c i a l  R e p o r t  t o  
t h e  G o v e r n o r  d a t e d  N o v e m b e r ,  1 9 8 3 ,  e n t i t l e d  A G R IC U L T U R E  IN  
A L A SK A :  A PLAN  FOR THE F U T U R E ,  i t  s t a t e s :

" O u r  c o n c l u s i o n  i s  t h a t  t h e  s t a t e ' s  g o a l  f o r  1 9 9 0  
s h o u l d  b e  t o  d i v e r s i f y  a n d  s t r e n g t h e n  t h e  s t a t e ' s  
e c o n o m y  b y  i n c r e a s i n g  t h e  a v a i l a b i l i t y  o f  c o m p e t i ­
t i v e l y  p r i c e d  A l a s k a  f o o d  p r o d u c t s .  T h i s  c a n  b e  
a c c o m p l i s h e d  t h r o u g h  p u r s u i t  o f  t h e  f o l l o w i n g  
o b j e c t i v e s :  E n c o u r a g i n g  e x p a n d e d  p r o d u c t i o n  o f  
c o m p e t i t i v e l y  p r i c e d  f a r m  p r o d u c t s  f r o m  e x i s t i n g  
a g r i c u l t u r a l  j a n d s . "

I n  t h e  DNR S p e c i a l  . e p o r t  t o  G o v e r n o r  S h e f f i e l d  d a t e d  M a r c h ,  
1 9 8 5 ,  e n t i t l e d  DEVELOPMENT OF A G R IC U L T U R E  IN  ALASKA ,  i t  s t a t e s ;

" T h e  p r i m a r y  o p p o r t u n i t y  f o r  d e v e l o p m e n t  o f  
A l a s k a  a g r i c u l t u r e  i s  t o  m e e t  i n - s t a t e  n e e d s  
s i n c e  r e l a t i v e l y  l a r g e  m a r k e t s  a r e  a v a i l a b l e .
I n  o r d e r  t o  m e e t  t h i s  m a r k e t  o p p o r t u n i t y ,  t h e  
f o l l o w i n g  o b j e c t i v e s  h a v e  b e e n  d e v e l o p e d  a s  
t h e  b a s i s  o f  p r o g r a m s  a n d  p l a n s  o f  t h e  D i v i s i o n  
o f  A g r i c u l t u r e :  E n c o u r a g e  e x p a n d e d  p r o d u c t i o n  o f
c o m p e t i t i v e l y  p r i c e d  f a r m  p r o d u c t s  f r o m  e x i s t i n g  
a g r i c u l t u r a l  l a n d s  i n  A l a s k a . "



I n  t h e  U n i v e r e i t y  o f  A l a s k a  B u l l e t i n  5 8 ,  d a t e d  S e p t e m b e r ,  
1 9 8 0 ,  e n t i t l e d  P O T E N T IA L  M I L K  P R O D U C T IO N  I N  THE P O IN T  MACKENZ IE  
AREA OF SOUTHCENTRAL ALASKA ,  i t  s t a t e s :

" M i l k  p r o d u c e d  i n  A l a s k a  m u s t  c o m p e t e  f o r  a 
r e a s o n a b l e  s h a r e  o f  t h e  m a r k e t  w i t h  m i l k  
s h i p p e d  i n  f r o m  o u t s i d e  t h e  s t a t e . "

T h e s e  r e p o r t s  m a k e  t h e  i m p o r t a n t  d e t e r m i n a t i o n  t h a t  i f  t h e  
i n d u s t r y  i s  g o i n g  t o  b e  s u c c e s s f u l  i t  m u s t  b e  c o m p e t i t i v e .

T h e  C o n s u l t i n g  r e p o r t  e n t i t l e d  THE  F E A S I B I L I T Y  OF S U C C E S S F U L L Y  
R E O R G A N IZ IN G  MATANUSKA M A ID ,  I N C . , p r e p a r e d  f o r  t h e  S t a t e  o f  
A l a s k a ,  a t  a n  e x p e n s e  o f  $ 4 0 , 0 0 0 ,  s t a t e s :

" T h e  s t a t e  o f  A l a s k a  h a s  r e p e a t e d l y  r e e n f o r c e d
th e -  m a j o r  o b j e c t i v e s  o f  t h e  P o i n t  M a c K e n z i e  a g r i c u l t u r a l  
p r o j e c t ,  a n d  s i m i l a r  p r o j e c t s  t h r o u g h o u t  A l a s k a ,  
a r e  t o  s t i m u l a t e  i n - s t a t e  a g r i c u l t u r a l  p r o d u c t i o n  
t o  p r o v i d e  A l a s k a n  c o n s u m e r s  a g r i c u l t u r a l  p r o d u c t s  
a t  c o m p e t i t i v e  m a r k e t  p r i c e s .  I t  i s  t h e  c o n s e n s u s  
o p i n i o n  o f  t h e  c o n s u l t i n g  t e a m  t h a t  t h e  c u r r e n t  
o p e r a t i n g  c o n d i t i o n s  f o r  t h e  P o i n t  M a c K e n z i e  p r o j e c t  
a r e  s u c h  t h a t  r e a l i z i n g  t h e  s t a t e  o b j e c t i v e s  o f  
c o m p e t i t i v e  p r i c e  a n d  e x p a n s i o n  o f  t h e  a g r i c u l t u r a l  
b a s e  w i t h i n  t h e  s t a t e  a r e  i n  j e o p a r d y . "

" A $ 7 , 0 0 0  p e r  c ow  i n v e s t m e n t  l e v e l  i s  n e c e s s a r y  t o  
- m a x i m i z e  e f f i c i e n c i e s  a n d  e c o n o m i e s  o f  s c a l e .  T h i s  
i n v e s t m e n t  l e v e l  p r o d u c e s  a m i n im u m  h e r d  s i z e  c f  1 9 1  
c o w s . "

" T h e  g e o g r a p h i c  i s o l a t i o n  o f  t h e  P o i n t  M a c K e n z i e  
a r e a  c o m p o u n d s  t h e  c o s t  c o n t r o l  p r o b l e m s  n o r m a l l y  
a s s o c i a t e d  w i t h  d a i r y  p r o d u c t i o n .  I t  i s  t h e  
a s s e s s m e n t  o f  t h e  c o n s u l t i n g  t e a m  t h a t  A l a s k a n  
h i s t o r y  w i l l  r e p e a t  i t s e l f  i n  t h e  P o i n t  M a c K e n z i e  
a r e a  ( r e l a t i v e  t o  t h e  d a i r y  i n d u s t r y )  u n l e s s  
m o d i f i c a t i o n  i n  t h e  d e v e l o p m e n t  p l a n s  f o r  P o i n t  
M a c K e n z i e  c a n  b e  m a d e .  T h e  r e a d e r  i s  r e m i n d e d  
t h a t  a t  o n e  t i m e  o v e r  8 0  s m a l l  d a i r y  f a r m s  e x i s t e d  i n  
A l a s k a .  O f  t h e  o r i g i n a l  8 0  f a r m s ,  o n l y  t h o s e  who  
h a v e  m a n a g e d  t o  i n c r e a s e  h e r d  s i z e  a n d  o p e r a t i n g  
e f f i c i e n c i e s  s u r v i v e  t o d a y .  T h i s  p a t t e r n  i s  s i m i l a r  
t o  t h e  p a t t e r n  e v i d e n c e d  f o r  t h e  i n d u s t r y  a s  a w h o l e  
a n d  i s  a n  i m p o r t a n t  c o n s i d e r a t i o n  r e l a t i v e  t o  
d e v e l o p m e n t  o f  t h e  P o i n t  M a c K e n z i e  a r e a . "



I n  a  r e p o r t  p r e p a r e d  b y  B o y d  M. B u x t o n ,  A g r i c u l t u r a l  E c o n o m i s t  
a t  U n i v e r s i t y  o f  M i n n e s o t a  a n d  m e m b e r  o f  t h e  U n i t e d  S t a t e s  
D e p a r t m e n t  o f  A g r i c u l t u r e  r e s e a r c h  d i v i s i o n ,  d a t e d  O c t o b e r ,  1 9 8 4 ,  
p r e p a r e d  f o r  t h e  C o n g r e s s i o n a l  O f f i c e  o f  T e c h n o l o g y  A s s e s s m e n t ,  
e n t i t l e d ,  ECONOMIC ,  P O L I C Y  AND TECHNOLOGY FACTORS A F F E C T IN G  HERD  
S I Z E  AND REG IO N A L  LO C A T IO N  OF U . S .  M I L K  PRODUCT ION  i t  s t a t e s :

"A c o s t  p e r  c w t  o f  m i l k  t e n d e d  t o  b e  l o w e r  o n  
l a r g e  t h a n  o n  s m a l l  d a i r i e s  i n  a l l  s t a t e s . "

" I n v e s t m e n t  p e r  c o w  i n  d a i r y  b u i l d i n g s  a n d  
e q u i p m e n t  i s  l e s s  o n  l a r g e r  t h a n  o n  s m a l l e r  d a i r i e s . "

" B a s e d  o n  w h o l e  f a r m  b u d g e t s ,  t h e  l a r g e r  d a i r i e s  
w i t h  5 0 0  c o w s  o r  m o r e  a r e  m o r e  p r o f i t a b l e  t h a n  
s m a l l e r  d a i r i e s . "

" S t r o n g  e c o n o m i c  p r e s s u r e  e x i s t s  f a r  h e r d s  t o  g e t  
l a r g e r  i n  a l l  r e g i o n s .  T h i s  w i l l  c o n t i n u e  t h e  
t r e n d  t o  f e w e r  a n d  l a r g e r  d a i r i e s . "

Q u r  g o a l  c o n c u r r e n t  w i t h  t h e  h e r e i n a b o v e  d i s c u s s e d  d a t a  i s  t o  
p r o d u c e  m i l k  a t  t h e  l o w e s t  c o s t  p o s s i b l e  p e r  u n i t  o f  m i l k  
p r o d u c e d .  T o  a c c o m p l i s h  t h i s  g o a l  t h r e e  l a n d o w n e r s  h a v e  j o i n e d  
t o g e t h e r  t o  b u i l d  o n e  l a r g e  b a r n  o n  t h r e e  p a r c e l s  t o  c r e a t e  o n e  
e f f i c i e n t  f a r m  r a t h e r  t h a n  t h r e e  u n e c o n o m i c a l  f a r m s .  T h e  r e a s o n s  
t h a t  t h i s  w a s  d o n e  w e r e  p u r e l y  e c o n o m i c .  S om e  o f  w h i c h  a r e  a s  
f o l l o w s :

1 .  P r i c e  o f  m i l k  d r o p p e d  f r o m  $ 2 2 . 6 0  t o  $ 1 9 . 0 0  p e r  c w t .

2 .  C o s t s  a s  i n i t i a l l y  c o m p u t e d  b y  t h e  s t a t e  w e r e  
s u b s t a n t i a l l y  u n d e r s t a t e d  a n d  d i d  n o t  i n c l u d e
s u c h  t h i n g s  a s  h o u s i n g ,  w o r k i n g  c a p i t a l  o r  m a c h i n e r y  
c o s t s .

3 .  C o n s o l i d a t i o n  r e d u c e d  c a p i t a l  i n v e s t m e n t  p e r  c ow  b y  3 2 ' / . .  

T h i s  c r e a t e s  m o r e  c o m p e t i t i v e  f i x e d  c o s t s  a n d  l o w e i ' s  
d e b t  r e q u i r e m e n t  p e r  c o w .

4 .  O p e r a t i n g  c o s t s ,  i n c l u d i n g  i n t e r e s t  e x p e n s e  p e r  c w t  o f  
m i l k  p r o d u c e d ,  w e r e  2 6 %  l o w e r  o n  o n e  l a r g e  d a i r y  t h a n  
t h e y  w o u l d  b e  o n  f o u r  s m a l l e r  d a i r i e s .

5 .  N o n e  o f  t h e  t h r e e  o w n e r s  h a d  a n y  e x p e r i e n c e  i n  t h e  d a i r y  
i n d u s t r y .  T h e r e f o r e ,  i t  w a s  i m p e r a t i v e  t h a t  t h e  d a i r y  
h i r e  a c o m p e t e n t  d a i r y  m a n a g e r  t o  i n s u r e  a s u c c e s s f u l  a n d  
w e l l  m a n a g e d  f a r m .  r , ' » n a o l i d a t i o n  m ad e  t h i s  p o s s i b l e .



6 ,  T h e  A l a s k a  r e v o l v i n g  l o a n  f u n d  h a s  l i m i t e d  r e s o u r c e s  a n d  
i t  i s  i m p o r t a n t  t h a t  t h e s e  f u n d s  n o t  b e  w a s t e d .  I n  o u r  
c a s e  t h e  s t a t e  o n l y  h a s  a l o a n  f o r  $ 1 , 0 0 0 , 0 0 0  r a t h e r  t h a n  
$ 3 ,  0 0 0 ,  0 0 0 .

T h e  T u c k e r  d a i r y  i s  c u r r e n t l y  p r o d u c i n g  6 0 0 , 0 0 0  l b s  o f  m i l k  
m o n t h l y .  T h i s  i s  3 0%  o f  t o t a l  m i l k  b e i n g  p r o d u c e d  b y  l o c a l  
f a r m e r s .  I f  we h a d  n o t  p o o l e d  o u r  c a p i t a l  a n d  m a n a g e m e n t
r e s o u r c e s  a s  we h a v e  d o n e  we w o u l d  n o t  b e  p r o d u c i n g  e v e n  o n e  
s i n g l e  l b  o f  m i l k .

F u r t h e r m o r e ,  t h e  c o n s o l i d a t i o n  o f  d a i r i e s  i s  i n  c o m p l i a n c e  
w i t h  t h e  i n t e n t  o f  t h e  i n i t i a l  s a l e s  b r o c h u r e  d a t e d  S e p t e m b e r  1 1 ,  
1 9 8 2 ,  w h i c h  s t a t e s  " T h e  m a j o r  o b j e c t i v e s  a r e  t o  s t i m u l a t e  i n ­
s t a t e  m i l k  p r o d u c t i o n ,  t o  p r o v i d e  m i l k  t o  A l a s k a  c o n s u m e r s  a t  a 
c o m p e t i t i v e  m a r k e t  p r i c e ,  a n d  t o  a s s i s t  i n  g a i n i n g  a g r i c u l t u r a l  
s e l f - s u f f i c i e n c y  f o r  t h e  s t a t e  o f  A l a s k a . " O n l y  t h r o u g h
c o n s o l i d a t i o n  c a n  we b e  c o m p e t i t i v e  a n d  a c c o m p l i s h  t h i s  g o a l .

T h e  p a s s a g e  o f  S B  1 5 5  i s  m a n d a t o r y  i f  we a r e  g o i n g  t o  w o r k  
t o w a r d  a  s u c c e s s f u l ,  p r o f i t a b l e  a n d  f i n a n c i a l l y  i n d e p e n d e n t  d a i r y  
i n d u s t r y  t h a t  w i l l  p r o d u c e  d a i r y  p r o d u c t s  f o r  A l a s k a n s  a t  a 
c o m p e t i t i v e  p r i c e .

T h a n k  y o u  f o r  y o u r  w o r k  o n  t h e  a g r i c u l t u r e  b i l l s  a n d  we 
a p p r e c i a t e  y o u r  c o n t i n u i n g  s u p p o r t  o f  t h e  a g r i c u l t u r e  i n d u s t r y .

S i n c e r e l y ,

c c :  J a l m a r  M. K e r t t u l a
J a n  F a l k s  
E s t h e r  W u n n i c k e  
J a m e s  K .  B a r n e t t



o

March 1, 1966

T h e  H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 \

D e a r  S e n a t o r  S t u r g u l e w s k i ,

We a r e  w r i t i n g  t o  y o u  i n  s u p p o r t  o f  S B  1 5 5  f o r  t h e  c o n s o l i d a t i o n  
o f  a g r i c u l t u r a l  p a r c e l s  a t  P o i n t  M a c k e n z i e .

S i n c e  i t  c a n  o n l y  b e  b e n e f i c i a l  f o r  t h e  s t a t e  a s  a  w h o l e  t o  
d e v e l o p  i t s  a g r i c u l t u r a l  e c o n o m y ,  we m u s t  d o  e v e r y t h i n g  we c a n  
n o t  t o  i m p e d e  t h a t  d e v e l o p m e n t .

A s  t h e  a r m e r s  a t  P o i n t  M a c k e n z i e  h a v e  s h o w n ,  i n  t h e  m a j o r i t y  o f  
c a s e s  i t  i s  c o s t  p r o h i b i t i v e  t o  d e v e l o p  a  s i n g l e  a g - p a r c e l .  T h e  
l o g i c a l  s o l u t i o n ,  t h e r e f o r e ,  i s  t o  c o n s o l i d a t e  p a r c e l s  t h u s  t h e  
c o s t  p e r  c ow  i s  l e s s ;  t h e r e  i s  n o  n e e d  f o r  a s  m u c h  e q u i p m e n t ;  
o p e r a t i n g  c o s t s  w o u l d  b e  l e s s ;  a n d ,  l a b o r  a n d  m a n a g e m e n t  c o s t s  
r e d u c e d .

A l l  o f  t h e s e  f a c t o r s  c o u l d  m a k e  t h e  d i f f e r e n c e  b e t w e e n  a 
d i s a s t r o u s  o r  a s u c c e s s f u l  a g r i c u l t u r a l  e c o n o m y  i n  A l a s k a .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  a n d  s u p p o r t .

P . O .  B o x  6 0 4 3 0  
F a i r b a n k s ,  A l a s k a  9 9 7 0 6
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T h e  H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

R E :  S u p p o r t  o f  SB  1 5 5

D e a r  S e n a t o r  S t u r g u l e w e k i ,

I  am c o n c e r n e d  a b o u t  w h a t  I  h a v e  b e e n  r e a d i n g  i n  t h e  n e w s p a p e r s  
a b o u t  t h e  d e v e l o p m e n t  o f  t h e  s t a t e ' s  a g r i c u l t u r a l  e c o i . - om y .

T h e  m a j o r  p r o b l e m  f a c i n g  a l l  o f  t h e  f a r m e r s  s e e m s  t o  b e  MONEY.
T h e  h i g h  c o s t  o f  d e v e l o p m e n t  o f  a  s i n g l e  a g r i c u l t u r a l  p a r c e l  i s  
m a k i n g  i t  i m p o s s i b l e  f o r  m a n y  o f  t h e  f a r m e r s  t o  m e e t  t h e  s t a t e ' s  
l a n d  c o n t r a c t  r e q u i r e m e n t s - - w h i c h  m e a n s  f o r e c l o s u r e .

T h i s  s e e m s  a n  u n n e c e s s a r y  e x t r e m e  s i n c e  s o m e  o f  t h e  d e v e l o p m e n t  
c o s t s  c o u l d  b e  l e s s e n e d  b y  t h e  s t a t e  a l l o w i n g  c o n s o l i d a t i o n  o f  
p a r c e l s .  T h i s  w o u l d  l o w e r  t h e  f r o n t - e n d  c a p i t a l  r e q u i r e m e n t s  f o r  
d e v e l o p m e n t  b e c a u s e  l e s s  e q u i p m e n t  w o u l d  b e  n e e d e d ,  f e w e r  
e m p l o y e e s  w o u l d  b e  r e q u i r e d ,  d a i l y  c o s t s  o f  o p e r a t i o n  w o u l d  b e  
c u t .

F o r e c l o s i n g  o n  t h e  f a r m e r s  o n l y  m e a n s  f a i l u r e  f o r  t h e  i n d u s t r y  
a n d  t h e  s t a t e - - w e  n e e d  a  s o l u t i o n  t o  t h e i r  p r o b l e m  a n d  I  t h i n k  
t h a t  c o n s o l i d a t i o n  o f  p a r c e l s  c o u l d  b e  t h a t  s o l u t i o n .

I  w o u l d  a p p r e c i a t e  y o u r  c o n s i d e r a t i o n  i n  s u p p o r t  o f  S B  1 5 5 .  
T h a n k  y o u  v e r y  m u c h .

V e r y  t r u l y  y o u r s ,

L i n d a  S .  M e c h o n  
1 2 8 3 0  S u m m e r  D r i v e  
A n c h o r a g e ,  A l a s k a  9 9 5 1 6
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T h e  H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  S t u r g u l e w s k i ,

I  w o u l d  l i k e  t o  v o i c e  my s u p p o r t  f o r  S B  1 5 5  w h i c h  r e f e r s  t o  t h e  
c o m b i n i n g  o f  a g r i c u l t u r a l  p a r c e l s .

S i n c e  I  am m o s t  f a m i l i a r  w i t h  t h e  d i f f i c u l t i e s  t h e  f a r m e r s  a t  
P o i n t  M a c k e n z i e  a r e  e n c o u n t e r i n g ,  I  w i l l  f o c u s  o n  t h o s e .  S o m e  o f  
t h e  f a r m e r s  a t  P o i n t  M a c k e n z i e  h a v e  f o u n d  t h e m s e l v e s  l a c k i n g  t h e  
c a p i t a l  r e q u i r e d  t o  c o m p l e t e  d e v e l o p m e n t .  T h e y  c a n n o t  m e e t  t h e  
s t a t e ' s  l a n d  c o n t r a c t  r e q u i r e m e n t s  f o r  s t o c k i n g  c o w e  a n d  m i l k i n g  
a n d ,  t h e r e f o r e ,  s o m e  a r e  f a c i n g  f o r e c l o s u r e .

E v e n  i f  t h e  s i n g l e  p a r c e l  d e v e l o p m e n t  w e r e  t o  m a k e  i t  t o  
c o m p l e t i o n  a n d  a c t u a l l y  s t a r t  p r o d u c t i o n ,  t h e  d a y - t o - d a y  
o p e r a t i n g  c o s t s  a r e  s o  h i g h  a n d  p r i c e  f o r  m i l k  i s  s o  l o w  t h a t  t h e  
i n d i v i d u a l  f a r m e r  w i l l  s t r u g g l e  t o  s u r v i v e .

T h e  l o w  p r i c e  o f  m i l k ,  d u e  t o  M a t . l u s k a  M a i d ' s  f i n a n c i a l  
p r o b l e m s ,  m e a n s  t h a t  t h e  f a r m e r  n e e d s  t o  o p e r a t e  a t  a  h i g h  l e v e l  
o f  e f f i c i e n c y .  S B  1 5 5  w o u l d  a l l o w  t h e  c o n s o l i d a t i o n  o f  p a r c e l e - -  
w h i c h  w o u l d  a l l o w  t h e  n e e d e d  c o s t  e f f i c i e n c y  i n  t h e  d e v e l a p m e n t  
s t a g e  a n d  a l s o  i n  t h e  o p e r a t i o n a l  s t a g e  o f  A l a s k a ' s  d a i r y  
i n d u s t r y .

A s  i t  i s  n ow  w i t h o u t  c o n s o l i d a t i o n  o f  p a r c e l s  1 )  t h e  i n i t i a l  
c a p i t a l  i n v e s t m e n t  p e r  c o w  i s  e x c e s s i v e ;  2 )  e q u i p m e n t  n e e d s  a r e  
t o o  c o s t l y ;  3 )  l a b o r  c o s t s  a r e  t o o  h i g h .  W i t h  c o n s o l i d a t i o n  a l l  
o f  t h e s e  c o s t s  w o u l d  b e  r e d u c e d  c o n s i d e r a b l y .

I  r e a l i z e  s o m e  o f  t h e  f a r m e . s  a t  P o i n t  M a c k e n z i e  h a v e  b e e n  a b l e  
t o  m e e t  t h e  s t a t e ' s  r e q u i r e m e n t s  w i t h o u t  c o n s o l i d a t i n g ;  h o w e v e r ,  
m a n y  h a v e  n o t .  S i n c e  e a c h  a n d  e v e r y  f a r m  i s  s o  i m p o r t a n t  t o  t h e  
i n d u s t r y  a s  a  w h o l e  w i t h i n  t h e  s t a t e ,  I  t h i n k  i t  b e h o o v e s  u s  t o  
d o  w h a t e v e r  we c a n  t o  s u p p o r t  t h e m .  T h i s  m e a n s  s u p p o r t i n g  SB  1 5 5 .

T h a n k  y o u .

C o r d i a l l y ,
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The Honorable Arliss Sturgulewski 
Alaska State Senate 
Pouch V
Juneau, Alaska 99811

Dear Senator Sturgulewski:

My wife, JoAnn, and I purchased Pt. MacKenzie Agricultural Tract #24 
on February 14, 1984. From our studies and the information then available 
from State and Federal Agencies we felt the dairy industry in Alaska "had" 
a great future. You might say we placed our faith with the program and its 
future.

As facts and figures became available from actual dairy operations at 
Pt. MacKenzie we found our original assumptions no longer valid and we looked 
for methods to develop a dairy that would be feasible. We have been working 
with Mr. Milburn Tucker on a consolidation whereby greater efficiency in 
operations can be attained, thereby making possible a feasible dairy unit. We 
have held off on construction of a smaller, less efficient, facility pending 
resolution of our consolidation efforts and now find that funds may not be 
available in the revolving fund if our consolidation is not accepted.

We strongly urge approval of "Senate Bill 155" for the followtiji reasons:

(1) The cost per cow is much greater in a smaller, less efficient, fac­
ility than a larger more efficiency operation. Low milk prices put an 
even greater pressure on the dairy industry to be efficient.

(2) Duplicated farm equipment required with individual smaller farms 
creates a burden on an industry already economically borderline.

(3) It is difficult to find competent farm managers and help for the 
amount that can be paid with a small dairy operation.

(4) It’s a waste of State money to stay with old ideas where current 
information indicates that larger, more efficient, dairies are better 
able to compete in the market place.

We appreciate your support and any assistance you can give us.

\JCXL y U  •  J t l U I U U C L g
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A rliss S t u rgulewsk i ’J'i'.n1'
C h a i r m a n  S e n a t e  Resource C o m m i t t e e

RE: Senate Bill 155
Senate Bill 120 
"Production Credits"

DearSenator Sturgulewski:

In the fall of 1982 I was one of the "fortunate ones" who was selected 
in the Point MacKenzie Agricultural Lottery as a winner of a dairy parcel. 
In the intervening 3 1/2 years a great deal has happened with our parcel 
and several other parcels at Point MacKenzie which are very positive both 
for the State of Alaska as an entire entity and specifically for the 
economy of the Matsu-Borough as well as the concept of renewable recources.

In 1986 James Farms will employ 9 full-time individuals as well as 1 
part-time individual throughout the year. During the summer (harvest time) 
we will employ 2-3 additional individuals and, in total, will produce a 
payroll in excess of $250,000 dollars per year through our farm alone 
year in and year out. Our seed, fertilizer and fuel for this upcoming 
year exceeds $100,000 all obtained through Alaskan vendors. We will 
purchase in excess of 750 tons of barley from Delta Junction, Alaska 
helping to evolve the agricultural scheme conceived in earlier adminis­
trations. At this point we are farming in excess of 1200 acres, milking 
260 animals and producing 17% of Matanuska Maids milk requirements. All 
and all, several of us at Point MacKenzie have met and exceeded the State's 
expectations with regard to agriculture at the Point and our support of 
other areas of agriculture in the State.

In the last several years significant changes have occurred 
throughout this state. These include change: in population increases, 
changes in the price of oil, renewed emphasis on local hire as well as 
a new sense of fiscal responsibility in state government. Changes have 
also occurred in Alaska agriculture during this same period.unfortunately, 
which require all of us to redefine requirements and perceptions to allow 
its orderly growth in a fiscally responsible manner. In many instances 
in the past, agricultural policy was not based upon sound business sense 
and attempts were being made to evolve this on the basis of social aware­
ness or a sense of social need. I would recommend certain changes in our 
agricultural policy. These would include:

(1) Passing Senate Bill 155 to allow consolidation or subdivision of 
agricultural plots as economic needs dictate. At Point MacKenzie 
I am the owner of tracts 28 and 29. On tract 28 a 260 cow dairy 
was built which would have fulfilled the requirements for both tracts, 
however, because of our present State policy, a small dairy was built 
on 29 also. This, I believe, is an unneeded and wasteful use of 
remaining economic resources and is, to me, an ill-conceived state 
requirement. The remaining parcel owners at MacKenzie should have 
the opportunity of consolidating their parcels. The unfortunate 
people at Delta should also have the opportunity of subdividing 
their parcels into perhaps better economic units based on reality 
rather than state studies.



(2) I believe that production credits would be healthy for the 
entire agricultural community as it places some value on indivi­
duals who are producing and follow through with agricultural 
production in this state. It does little or no good to clear 
10/000 acres and have them grow up in fireweed again in contrast 
to the individual who plants, harvests and sells 1,000 or 2,000 
acres of barley creating new industry and new jobs in this state. 
The latter is of value, the former is ill-conceived planning.

(3) Senate Bill 120 of course is the agricultural omnibus bill which 
is "housekeeping" functions for the Dept, of Agriculture as well 
as providing some increased flexibility in dealing with agricul­
tural issues and policies as things evolve in the next several

27 F e b r u a r y  1986
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Many of us who are serious about making agriculture succeed in this 
state are not looking for handouts, further bureaucratic involvement 
in the system nor are we looking for a shoulder to cry on. What we 
do need, however, is good, sound, economically reasoned agricultural 
policies for the future which transcend administration and at the same 
time are able to deal with the unfortunately ill-conceived plans of 
the past. Thank you for your assistance.

Yours sincerely,

years.

cy: Esther C. Wunnicke
Jalmar l;. Kerttula 
Bill Hein
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D i c k  Z o b e l
S .  R .  B o x  3 2 1 ®
W a s i l l a .  A l a s k a  9 9 6 8 7  
F e b r u a r y  6 ,  1 9 6 6

H o n o r a b l e  A l b e r t  P .  Ada rns  
A l a s k a  S t a t e  L e a i s l a t u r e  
P o u c h  V <MS 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 8 1 1

M r .  A d a r n s :

T h o s e  o f  u s  who  a r e  i n v o l v e d  i n  A l a s k a n  a g r i c u l t u r e  r e a l i z e  t h a t  
t h e  D e l t a  a n d  P t .  Mac  K e n z i e  p r o j e c t s  d o  n e e d  s o m e  s o r t  o f  r e l i e f .  
H o w e v e r  t h e  r e a s o n s  f o r  t h e i r  D r o b l e r n s  a p p e a r  t o  b e  q u i t e  d i f f e r e n t .

I  arn a  D i s t r i c t  S u D e r v i s o r  i n  t h e  W a s i l l a  S o i l  a n d  W a t e r  C o n s e i —  
v a t  i o n  D i s t r i c t .  T h e  P t .  M ac  K e n z i e  p r o j e c t  i s  l o c a t e d  i n  t h e  W a s i l l a  
D i s t r i c t .  I  h a v e  a t t e n d e d  s e v e r a l  m e e t i n g s  r e g a r d i n g  t h e  c o n s o l i d a t i o n  
c o n c e p t ,  a s  i t  w o u l d  e f f e c t  t h e  p o i n t  M ac  K e n z i e  p r o j e c t .  I t  w a s  w i t h  
a g r e a t  d e a l  o f  c o n c e r n  t h a t  I  a t t e n d e d  t h e  J a n u a r y  1 0 t h  f o r u m  s p o n ­
s o r e d  b y  t h e  S t a t e  S o i l  a n d  W a t e r  C o n s e r v a t i o n  B o a r d  i n  P a l m e r .  A s  M r .  
W e a v e r  p o i n t e d  o u t  a t  t h e  b e g i n n i n g  o f  t h e  J a n u a r y  1 0 t h  m e e t  i n n ,  t h o s e  
o f  u s  w h o  a r e  i n v o l v e d  i n  t h e  C o n s e r v a t i o n  D i s t r i c t s  a r e  p r i m a r i l y  
i n t e r e s t e d  i n  o r e s e r v i n g  s o i l  a n d  w a t e r  p r o d u c t i o n  c a o r . b i  i  i t  i e s .  M o r e  
p a r t i c u l a r l y  we a r e  i n t e r e s t e d  i n  t h e  c o n s e r v a t i o n  a n d  p r e s e r v a t i o n  o f  
a g r i c u l t u r a l  s o i l s  f o r  f u t u r e  G e n e r a t i o n s  o f  A l a s k a n s .

I  am a c t i v e  i n  s e v e r a l  Ad . o r i e n t e d  g r o u p s  h e r e  i n  t h e  M a t —S u e  
B o r o u g h .  I  h a v e  n o t  g o n e  t o  a n v  s o r t  o f  a g r i c u l t u r a l  m e e t i n g  o v e r  t h e  
p a s t  A v e a r s  t h a t  Q u e s t i o n s ,  a s  t o  t h e  r e a l  i n t e n t  o f  s o m e  o f  t h e  
t r a c t  h o l d e r s ,  h a s  n o t  b e e n  r a i s e d .  Q u i t e  f r a n k l v  M r .  Ada rns  t h e r e  i s  
a  v e r y  d e e p  c o n c e r n  i n  t h e  a g r i c u l t u r a l  c o m m u n i t y ,  a s  t o  t h e  t r u e  
a o a l s  o f  s o m e  o f  t h e  P o i n t  Mac  K e n z i e  P r o j e c t  t r a c t  h o l d e r s .  W h i l e  
t h i s  s i t u a t i o n  may  n o t  h a v e  t h e  s a m e  p r i o r i t y  t o  o u r  u r b a n  
n e i g h b o r s  I  c a n  a s s u r e  y o u  t h a t  m an y  o f  t h e m  a r e  a l s o  c o n c e r n e d .

A s  I  u n d e r s t o o d  t h e  a g e n d a  f o r  t h a t  J a n u a r y  1 0 t h  m e e t  i n n ,  i t  
w a s  s p e c i f i c a l l y  f o r  t h e  P t .  Mac  K e n z i e  t r a c t  h o l d e r s  t o  a i r  
t h e r e  c o n c e r n s ,  a n d  e s p e c i a l l y  f o r  c h o s e  f a v o r i n g  c o n s o l i d a t i o n ,  
t o  p r e s e n t  t h e i r  r e a s o n s  f o r  w a n t i n g  t o  d o  s o .

T h e r e  w e r e  a l m o s t  1 0 , 0 0 0  a p p l i c a t i o n s  f o r  t h e  - t r a c t s  i n  c h e  P t .  
Mac  K e n z i e  l o t t e r y .  T h e r e  p r o b a b l y  w e r e  a g a i n  t h a t  m a n y  A l a s k a n s ,  t h a t  
a f t e r  p e n c i l i n g  o u t  t h e  e c o n o m i c s  o f  a n  i n v e s t m e n t  i n  t h i s  l o t t e r y ,  
d i d  n o t  p a r t i c i p a t e .  I  t h i n k  t h a t  t h e  S t a t e  i s  g o i n g  t o  p l a c e  i t s e l f  
i n  a  v e r y  p r e c a r i o u s  p o s i t i o n  i f  i t  n o w  r e t r o a c t i v e l y  c h a r m e s  t h e  
c o n d i t i o n s  o f  t h o s e  s a l e  c o n t r a c t s .  M a n y  o f  t h e  p e o p l e  t h a t  
u a r t i c i D a t e d ,  s t i l l  h a v e  a c r e a t  d e a l  o f  i n t e r e s t  i n  i t s  e v e n t u a l  
o u t c o m e .

T h e r e  h a v e  b e e n  s e v e r a l  Ad . s a l e s  o v e r  t h e  o a s t  t e n  y e a r s .
E a c h  o n e  w a s  r e s e a r c h e c ,  p l a n n e d  a n d  d e s i g n e d  b v  n o t  o n l v  
A l a s k a n s  w i t h  a g r i c u l t u r a l  e x p e r t i s e  b u t  s o m e  o f  t h e  m o s t  r e s p e c ­
t e d  n a m e s  i n  U S  a g r i c u l t u r e .  T h e s e  p r o j e c t s  w e r e  f o r m u l a t e d  t o  
d e l i v e r  a  a u a l i t v  p r o d u c t  t o  A l a s k a n s  a n c  c o n t r i b u t e  t o  t h e  r e s t



o f  t h e  S t a t e  a g r i c u l t u r a l  i n d u s t r y .  N o n e  o f  t h e s e  p r o j e c t s  h a v e  
b e e n  a l l o w e d  t o  p o  t o  t h e i r  p r o j e c t e d  c o m p l e t i o n  d a t e  w i t h o u t  
s o m e  s o r t  o f  m a j o r  a l t e r a t i o n .  C h a n g e s  t h a t  t o t a l l y  a l t e r  t h e  
c o n c e p t  a n d  i n t e n t  o f  t h e  p r o j e c t  a r e  d e t r i m e n t a l  n o t  o n l y  t o  
t h a t  p r o j e c t ,  b u t  t o  t h e  r e s t  o f  t h e  S t a t e s  a g r i c u l t u r a l  i n d u s t r y .

K e e p i n g  i n  m i n d  t h a t  t h e  t e r m s  o f  t h e  e a c h  s a l e  w e r e  e x p l i c i t .
T h e  f e e d - b a c k  f r o m  t h e  m o r e  k n o w l e d g e a b l e  a n d  e x p e r i e n c e d  f a r m e r s  i n  
t h e  S t a t e  i s  t h a t  t h e y  s e r i o u s l y  Q u e s t i o n  t h e  e v e n t u a l  g o a l s  o f  s o m e  
o f  t h e  t r a c t  o w n e r s .  T h e r e  a r e  a u i t e  a  n u m b e r  o f  i s s u e s  t h a t  a r e  
Q u e s t i o n e d  b u t  t h e y  s e e m  t o  n a r r o w  d o w n  t o  t h e s e  b a s i c  i t e m s .

1 . )  M a n y  o f  t h e  p r e s e n t  t r a c t  h o l d e r s  a r e  n o t  o r i g i n a l  l o t t e r y  
w i n n e r s ,  b u t  p u r c h a s e d  t r a c t s  a f t e r  t h e  s a l e .

2 .  > M o s t  p a r t i c i p a n t s  i n  t h e  P t .  Mac  K e n z i e  l o t t e r y  a g r e e  t h a t  t h e  
e c o n o m i c s  o f  f a r m i n g  w i t h i n  t h e  c o n s t r a i n t s  o f  t h e  s a l e  s p e c i f i c a ­
t i o n s  w e r e  m a r g i n a l .  Y e t  m an y  o f  t h e  t r a c t s  h a v e  b e e n  s o l d  a t  
s u b s t a n t i a l l y  m o r e  t h a n  t h e  b a s i c  l o t t e r y  p r i c e s ,  e v e n  c o n s i d e r i n n  
a n y  o u t s t a n d i n g  d e v e l o p m e n t  l o a n s .

3 . )  J u d g i n g  f r o m  c o m m e n t s  a n d  a c t i o n s  e v e n  b e f o r e  t h e i r  i n i t i a l  
d e v e l o p m e n t  o n  t h e  l a n d ,  i t  a p p e a r e d  t h a t  s t e p s  w e r e  b e i n g  t a k e n  t o  
a l t e r  t h e  c o n d i t i o n s  o f  t h e  c o n t r a c t s .  I t  w a s  o b v i o u s  t h a t  s o m e  o f  t h e  
t r a c t  h o l d e r s  w e r e  i n c l i n e d  n o t  t o  h o n o r  t h e  t e r m s  a n d  t h e  i n t e n t  o f  
t h e  s a l e ,  o r  t h e  c o n t r a c t  t h a t  t h e y  h a d  s i g n e d .

T h o s e  t r a c t  o w n e r s  f a v o r i n g  c o n s o l i d a t i o n  h a v e  o f f e r e d  o u i t e  a n  
a r r a y  o f  n u m b e r s  t o  b a c k - u p  t h e i r  p o s i t i o n .  H o e r v e r  t h o s e  n u m b e r s  a r e  
h i g h l y  s u s p e c t  t o  o t h e r s  i n  t h e  f a r m i n g  c o m m u n i t y ,  a n d  m o r e  
o a r t i c u i r l y ,  f r o m  o t h e r  d a i r y  f a r m e r s .  O s  t h e  m e e t i n g  p r o g r e s s e d  s o m e  
o f  t h e i r  f i n u r e s  w e r e  c h a l l e n g e .  I  h a v e  r e v i e w e d  my n o t e s  o f  t h a t  
m e e t i n g  a  n u m b e r  o f  t i m e s .  s e v e r a l  c o m m e n t s  m a d e  a t  t h a t  m e e t i n g  b y  
t h o s e  i n d i v i d u a l s  f a v o r i n g  c o n s o l i d a t i o n  s e e m  t o  s t a n d  o u t .

1 . )  W hen  a s k e d  i f  t h e y  w o u l d  a c c e n t  a  p r o v i s i o n  t h a t  w o u l d  s t r e n ­
g t h e n  t h e  a g r i c u l t u r a l  c o v e n a n t  a s  p a r t  o f  c o n s o l i d a t i o n  r e l i e f ,  t h e  
a n s w e r  w a s  N o !

( I  t h i n k  t h a t  o f  a l l  t h e  i s s u e s  t h a t  h a v e  c o m e  o u t  o f  P t .  Mac
K e n z i e .  t h i s  a n s w e r  t e n d s  t o  s u b s t a n t i a t e  t h e  d e e p e s t  o f  t h e  c o n c e r n s
e x p r e s s e d  i n  t h e  a c r i c u l t u r a l  c o m m u n i t y .  I n  l i g h t  o f  t h e  a g r i c u l t u r a l  
c o v e n a n t  p l a c e d  o n  t h i s  l a n d  o r i g i n a l l y ,  t h e  f a c t  t h a t  t r a c t  n o l d e r s  
a r e  r e l u c t a n t  t o  r e i n f o r c e d  t h a t  c o v e n a n t ,  s e e m s  t o  a d d  c r e o e n c e  t o  
t h e  Op .  c o m m u n i t i e s  s u s p i c i o n s . )

2 . )  O n e  o f  t h e i r  g r o u o  s t a t e d  t h a t  i f  t h e i r  t r a c t s  o p e r a t i o n  f a i l e d
i t  w o u l d  t a k e  t h e  w h o l e  p r o j e c t  d o w n .

< T h i s  h a s  t o  b e  i n t i m i d a t i o n ,  d i r e c t e d  a t  t h e  D i v i s i o n  o f  O g .  a n d  
t h e  L e g i s l a t u r e ,  i n  a n  a t t e m p t  t o  n e t  f a v o r a b l e  l e g i s l a t i o n . )

I t  i s  my p e r s o n a l  o p i n i o n  t h a t  HB 3 0 0  w o u l d  o n l y  g i v e  t h e  
s p e c u l a t o r s  a n d  d e v e l o p e r s  a  g r e a t e r  o o p e r t u n i t y  t o  r n a n u l i p u l a t e  t h e  
S t a t e s  l o t t e r v  s a l e s .

I s ’
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tB i 9 i 9 S 6  Joseph Patrick Cange
C e r t i f i e d  P u b l i c  A c c o u n t a n t  

B O X  A - 6 4 7  

A N C H O R A G E .  A L A S K A  9 9 5 0 9

T E L E P H O N E  [ 9 0 7 J  3 4 4 - 5 0 0 0

F e b r u a r y  1 7 ,  1 9 8 6

J a n  F a l k s
C h a i r m a n  S e n a t e  F i n a n c e  C o m m i t t e e  
P o u c h  V
C a p i t o l  B u i l d i n g  
J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  $ 3 , 0 5 7 , 0 0 0  S t a t e  G r a n t  f o r  p o w e r  a  P o i n t  M a c K e n z i e  (H B  6 9 1 )

D e a r  J a n ,

T h e  p o w e r  i n s t a l l a t i o n  a p p e a r s  t o  b e  c o m p l e t e d  B t  P o i n t  
M a c K e n z i e  f o r  w h i c h  t h e  g r a n t  w a s  m a d e .  I  w o u l d  a p p r e c i a t e  v e r y  
m u c h  i f  y o u  c o u l d  s e e  how  m uch  o f  t h e  t o t a l  g r a n t  w a s  s p e n t  a n d  
h ow  m uch  i a  u n s p e n t .  A s  I  h a d  w r i t t e n  y o u  l a s t  y e a r ,  I  t h i n k  t h e  
l e g i s l a t u r e  s h o u l d  c o n s i d e r  d i r e c t i n g  t h a t  a n y  u n s p e n t  
m o n e y  b e  u s ? d  t o  b r i n g  n a t u r a l  g a s  t o  t h e  f a r m s .

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

C u r r e n t l y  m o s t  o f  u s  a t  P o i n t  M a c K e n z i e  a r e  u s i n g  p r o p a n e  
w h i c h  i s  f i v e  t i m e s  m o r e  e x p e n s i v e  t h a n  n a t u r a l  g a s .  I f  
a g r i c u l t u r e  i s  g o i n g  t o  s u c c e e d  we s h o u l d  d o  e v e r y t h i n g  p o s s i b l e  
t o  r e d u c e  o u r  o p e r a t i n g  c o s t s .

T h a n k  y o u  v e r y  much  f o r  y o u r  c o n t i n u i n g  w o r k  a n d  s u p p o r t  
o f  t h e  A l a s k a n  a g r i c u l t u r e  i n d u s t r y .

S i n c e r e l y ,

c c :  E s t h e r  C .  W u n n i c k e
J a m e s  K .  B a r n e t t  
J a l m a r  N . - K e r t t u l a -  
A r l i s s  . S t u r g u l e w s k i  )
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April 1 , 1985

Joseph Patrick Cange 
Box 4-647
Anchorage, Alaska 99509 

Dear Mr, Cange:

O'Vi.*.

Your letter in response to the short article in The Anchorage Times on 
September 14, 1984 touches on a number of subjects that concern all of us 
involved in agriculture but perhaps interpolates meanings beyond the extent 
of the statements.

As you no doubt noted, the statements are not quotes but a generalized 
synopsis of a conversation, I was asked to respond to a statement
attributed to Milbum Tucker. The assertion was that small, family dairy 
farms are obsolete and uneconomical. It was further stated that the 
State's determination to use the Pt. MacKenzie size parcels supported this 
and that even larger sized parcels were needed to achieve an economically 
viable farm unit. My response was in the form of a conversation with the 
reporter on the differences between large and small dairies. In the 
discussion I pointed out that the economic viability of a dairy does not 
depend solely on farm size but on a broad combination of economic factors. 
I did not say that state statistics show the smaller, family-run dairy is 
the most economical unit. No statistical analysis has been done by the 
State comparing small family-run dairies with large non-family operated 
dairies. The limited number of dairies, either large or small, would 
clearly make it difficult to obtain a meaningful statistical sample. Since 
the only larger dairies available for such a comparison are at Pt. 
MacKenzie and none of them are at full production capacity, such a 
comparison is obviously premature.

The generalization that smaller, family-run dairies are the most economic 
farming unit is not substantiated as a universally true or false case and 
is not a Division of Agriculture or Department of Natural Resources theory 
or policy. We do express the concern that if we have only a few large 
dairies, the failure of one of them has a much larger impact on the overall 
industry than if we have a large number of smaller dairies and experience 
the failure of one.

It should be obvious to you that neither large nor small farms are 
automatically more economical. The economic effect of differing 
combinations in size, investment, financial management, herd management,

V. • ; •
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crop production, market conditions, and simply timing of actions are only a 
few considerations. The cumulative economic effect of these differing 
combinations can make a small farm more economic than a large one or create 
the reverse situation. A non-inclusive list of items affecting 
profitability encompass several broad areas.

o Capitalization Costs. Initial expenditures for land, facilities, 
equipment, and cows. The investment required at this stage depends on 
some basic management decisions determining operations as well as the 
farm size. For example choices of how much feed will be produced 
on-farm versus purchased, running a confinement system versus other 
combinations, the availability of family labor versus amount of hired 
labor, registered versus grade cows, etc. Each decision has some 
effect on the amount of initial capital required. The November 1984 
issue of Farm line article "Measuring the Debt Problem" puts this in 
perspective.

"Debt Risk and Farm Size

"Average debt-to-asset ratios also tend to rise with farm 
size. In other words, the larger farmers are typically 
carrying the largest debts relative to assets. Economist 
Lloyd Teigen sees this group, in general, as the one most 
exposed to debt risk."

o Financial Structuring. Substantial debt service resulting from high 
capitalization can create a narrow profit margin and result in less 
flexibility to changes in cash flow. Decisions on the amount of 
personal capital injection and amount of short- and long-term debt 
incurred are based on not only the personal ability of each dairyman 
and intended farm size but on personal expectations. Each dairyman 
makes decisions which effect the eventual economic viability of his 
farm, whether large or small, with projections of the amount of milk 
production he expects to obtain, an anticipated price he will be paid 
for the milk, successful crop production, and numerous other 
requirements. The inevitable prospect of a poor crop year, herd 
disease decreasing production, or unexpected large expenses can have 
an immediate effect which reflects directly on the management 
decisions previously.

o Management Costs. Perhaps the most apparent difference between family 
farms and norPfamily farms appears in this area. Increased 
mechanization, whether in large or small dairies, has provided an 
invaluable tool for better management. The effect on labor savings is 
weighed against the increased debt by each dairyman depending on the 
size of farm. The use of non-paid, family labor on small farms has
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p r o v i d e d  a method f o r  s m a l l e r  f a n n e r s  t o  d e a l  w i t h  e c on om ic  f l u c t u a ­
t i o n s .  The  d e p e n d e n c y  o f  l a r g e r  f a rm s  on  k n o w l e d g e a b l e ,  h i r e d  l a b o r ,  
t h e  i n a b i l i t y  t o  d e c r e a s e  l a b o r  c o s t s  ( w i t h o u t  d e c r e a s i n g  t h e  number 
o f  cows and  d e c r e a s i n g  c a s h - f l o w ) ,  c r e a t e s  a  f u n d a m e n t a l  d i f f e r e n c e  
an d  e c on om ic  im p a c t .  L o s s  o f  a  d a i r y  manage r  can. be c a t a s t r o p h i c  t o  
t h e  n o n - d a i r y m a n  ow n e r ,  wh ich  i s  one  o f  th a  r e a s o n s  t h e  ARLF h a s  
r e q u i r e d  m a n a g e r - i n s u r a n c e  i n  many i n s t a n c e s .  T he  f a m i l y  d a i r i e s  
o f t e n  p e r s e v e r e  t h r o u g h  ec onom ic  a d v e r s i t y  b e c a u s e  o f  t h e  unp a id  l a b o r  
a nd  f a m i l y  commitment t o  c o n t i n u e .

o Operation Costs and Decisions. If properly structured financially 
either large or small dairies should pay their operating costs and 
provide a profit margin for the owner. It should be remembered 
however that the debt structuring and operation were predicated on a 
set of assumptions. The reality of any business is that routine 
changes in conditions will require numerous operating decisions and 
changes that ultimately effect the profitability. The flexibility of 
family farms to deal with increased costs is frequently demonstrated 
through the fact that they absorb costs by decreasing family-income. 
A family member may obtain an off-farm job. National statistics from 
1980 through 1983 show an average of 64 percent of farm Income is 
generated by off-farm sources. Larger, non-family farms cannot 
significantly utilize labor to mitigate Increased costs, assuming that 
it is operating at reasonable efficiency of about 55 manhours/ 
cow/year.

It is apparent that the number of variables affecting the economic 
operation of a farm, whether large or small, are numerous and complex. A 
general guideline Is used by dairymen and financing institutions to 
determine the economic strength of a dairy. The "cost per cow" reflects 
the amount of total debt-load which must be repaid by each milking cow. 
Since the milking cow is the only cash-flow generator, It must ultimately 
repay all capitalization, operating, debt-service, management costs, and 
provide a profit for the farm. Comparison of these numbers between small, 
family-run dairies and large, non-family dairies is thus possible on a 
per-cow profitability basis. The Successful Fanning magazine recently 
published an article indicating that the maximum debt per cow should not 
exceed $1,600 to maintain a financially sound dairy. I realize $1,600/cow 
is based on national averages and do not reflect Alaskan prices. Without 
attempting any statistical economic conversion of this number to an Alaskan 
equivalent, it appears evident that the current debt per cow on Pt. 
MacKenzie, ranging from a low of less than $5,000 per/cow to the high debt 
load of more than $10,000 per/cow is a matter for concern.

The interrelationship between the Delta Barley project, Pt. MacKenzie and 
tha red meat industry is fairly straightforward but still developing.
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Barley production in Delta increased in 1984 setting a new record with a
156,000 bushel Increase over the previous year. Informal estimates by the 
division indicate that approximately 30 percent of that production 
currently goes directly or Indirectly into dairy consumption. The redmeat 
industry expansion benefits from processing cull and bull calf dairy 
animals, but It is premature to suggest a percentage of dependency on the 
dairy industry. Currently expansion in both hog production and feeder 
cattle Indicate the redmeat Industry is significantly expanding, simulta­
neously with the Pt. MacKenzie dairy expansion. There is clearly an inter­
dependence between these agricultural enterprises, but I would certainly, 
not Intimate that the grain production at Delta was dependent upon the
success of the Pt. MacKenzie Project, particularly in view of the recent
market development for barley use in an ethanol plant in Delta. There Is
always a clear interrelationship between source-production-raarket that is 
not unique to the dairy industry.

Specifically referring to the six pages and 36 questions in your letter 
based on two sentences in an article in the Anchorage Times, the following 
responses may assist you.

As I noted, the state has not generated any statistics comparing small, 
family-run dairies with larger, non-family labor dairies, nor was that my 
statement. Questions 1 through 9 are directly predicated on this statement 
as are numerous other questions.

In question 9 you Inquired as to what the Ideal size for a "smaller,
family-run dairy" should be. The acceptable goal for milk production per 
worker should be 600,000 pounds of milk per worker per year. Using this 
goal, a one-man or family farm could be from 30 cows (20,000 lbs of milk x 
30 cows equals 600,000 lbs of milk) on up depending on how much family 
labor is available. Since you mention Tucker Dairy *>'* vru seem to have 
some affiliation with them, does that operation meet the-o_ ĵals?

Regarding question 10: because the Point MacKenzie lottery participation
could not (by court ruling) pre-qualify, very few of the successful 
applicants were practicing farmers. Most of the winners were thus forced 
due to ther own lack of ability to hire all labor to make it feasible, 
including a manager and spread the cost over a large number of cows.

In reference to your question 11 addressing the Washington State 
University, Small Business Development Center Report by Ed Owens, I have 
read the report. All reports have some value or validity, however, you 
must remember the dairying has evolved differently In different sections of 
the nation. In western Washington they have a much longer growing and
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grazing season than Alaska, milder and shorter winters, and cheaper forage. 
All of these variables make for different economical feasibilities.

In question 12 you address economics of scale. Economics of scale are an 
accepted fact of life and it does apply to the dairy industry. Review my 
response to question 9 for the ratio of milk production per person per 
year. This applies if they are milking 30 cows or 3,000 cows.

In reference tc question 32, page five, your statement Is untrue that 
" . . .  On some loans the Alaska Revolving Loan Fund Board has required 
applicants to share manage aent and use of facilities on adjoining parcels."
At no time has the Agricultural (not Alaska) Revolving Loan Fund Board 
required such conditions. In fact the converse Is true since the ARLF 
Board, through staff, has expressed concern to both you and Mr. Tucker, and 
have not approved requests to share facilities and management.

You specifically referred to the $3,100,000 grant (actually $3,057,000) for 
electricity and questioned what I was doing about overseeing administration 
of these funds. Since this funding is not through the Department of 
Natural Resources or Division of Agriculture, I have no involvement in 
expenditures. I have, however, pursued a farmer concern over providing 
electricity to one parcel and did provide documentation and correspondence 
to the administrative agency which may have helped that producing dairy 
obtain electricity.

You additionally questioned my position on the importance of providing 
natural gas tn Pt. MacKenzie and questioned my personal efforts in this 
regard. I have personally pursued this issue within DNR, providing 
information on the need for ga3 and requesting that provisions be included 
in the right-of-way approvals and in the negotiations between the Division 
of Oil & Gas and Enstar. My role has been one of advocacy, providing 
information at appropriate junctures since I am not in a position to make 
the decisions Involved. The Department of Natural Resources has supported 
the efforts of the Pt. MacKenzie farmers to obtain natural gas through the 
efforts of several divisions.

Your letter has addressed a number of cogent issues, asking me for 
responses which encompass theoretical speculation, positions I do not 
espouse, statistical analyses, and issues that national experts cannot 
agree upon. Some of your questions would require separate studies and 
experts in the field rather than ray personal opinion or speculation.

You indicate that responses to your questions are critical to your analysis 
of the long-term success or failure at Point MacKenzie. I assume that your
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. initial analysis pointed to a long-term success at Pt. MacKenzie or you 
would not have invested significantly in dairy development.

I personally feel that the project Is presently meeting and exceeding our 
expectations and submit the following data from last fall for your 
consideration:

o Eighty-four percent of the Class II & III acreage required to be in 
production by 9/85 was already in production by 9/84.

o Four of the 19 dairy farms required to be in Phase I production by 
11/85 were In production in 11/84. •

o Those four farms produced 79 percent of the total production required 
for the entire project in 11/85 which demonstrates that actual 
production per farm was an average of 316 percent above requirements, 
a year In advance of the deadline.

o Of the 31 farms that will have to have the required acreage cleared 
and planted by 9/85, 21 farms had some acreage planted in 1984.

While the Division of Agriculture would also like answers to some of your 
questions, I wish to point out that premature evaluation of the dairy 
project and tha emphasis of several of your questions on the results of 
possible failure, is nonproductive at this point - three years before the 
project is required by contract to be in full production, I believe in 
giving the farmers the opportunity to individually demonstrate their 
capability within those time frames.

Sincerely,

Dean Brown 
Deputy Director

cc: Governor Bill Sheffield
Esther C. Wunnicke, Commissioner, DNR 
Bill Heim, Director, Agriculture 
Senator Jalmar Kerttula



W E L C O M E  TO P O I N T  M A C K E N Z I E  A N D  THE T U C K E R  DAIRY!

P o i n t  M a c k e n z i e  is a 1 5 , 0 0 0 - a c r e  a g r i c u l t u r a l  p r o j e c t  
c o n t a i n i n g  29 p a r c e l s  s o l d  in a n  A u g u s t  1 9 8 2  l o t t e r y .  P o i n t  
M a c k e n z i e  w a s  i n i t i a l l y  c o n c e i v e d  a n d  c r e a t e d  t h r o u g h  t h e  
g e n i u s  a n d  f o r e s i g h t  o f  S e n a t o r  J a l m a r  K e r t t u l a  in" t h e  
t r a d i t i o n  o f  W i l l i a m  H e n r y  S e w a r d  w h o  a c q u i r e d  A l a s k a  in 
1867. K e r t t u l a ' s  v i s i o n  is n o w  r e a l i t y .  A l l  at  P o i n t  
M a c k e n z i e ,  a n d  all t h r o u g h o u t  the e n t i r e  s t a t e , w i l l  a l w a y s  
b e  i n d e b t e d  to t h i s v v i s i o n a r y ,  J a l m a r  K e r t t u l a .

Th e  T u c k e r  D a i r y  is a c o o p e r a t i v e  e f f o r t  of  f o u r  i n d i v i­
dual pare Is c o n t a i n i n g  2 , 2 0 0  a c r e s  in total. T h e  o w n e r s  o f  
t h e s e  f o u r  p a r c e l s  r e a l i z e d  th a t  it w a s  f a r  b e t t e r  to c r e a t e  
on e  e f f i c i e n t  l a r g e  d a i r y  r a t h e r  t h a n  f o u r  i n e f f i c i e n t  d a i r i e s . 
A s  i n  a n y  b u s i n e s s ,  t h e  e c o n o m i e s  o f  s c a l e  c r e a t e d  b y  a  m o r e  
e f f i c i e n t  f a c i l i t y  r e s u l t  in l o w e r  p e r  u n i t  c o s t  o f  m i l k .
O n l y  t h r o u g h  t h e  p o o l i n g  o f  ca p i t a l ,  l a b o r  a n d  m a n a g e m e n t  
c o u l d  t h e s e  fo u r  c o m p e t e  w i t h  e f f i c i e n t  O u t s i d e  d a i r i e s .

This d a i r y  c a n  a n d  w i l l  c o m p e t e  w i t h  O u t s i d e  d a i r i e s !
W e  b e l i e v e  t h a t  w i th: 1) t h e  f r e i g h t  a d v a n t a g e ;  2) t h e  
l o w  c o s t  l a n d  a d v a n t a g e ,  a n d  3) t h e  l o w  c o s t  e n e r g y  a d v a n­
tage, w e  c a n  c o m p e t e  w i t h  O u t s i d e  d a i r i e s .

T h e  a g r i c u l t u r a l  i n d u s t r y  is d e p e n d e n t  u p o n  o n e  thing: 
A l a s k a n s  b u y i n g  A l a s k a n  p r o d u c t s .  W e  e n c o u r a g e  a l l  A l a s k a n s  
to s u p p o r t  o u r  pr o j e c t .

T h e r e  is an i n t e r r e l a t i o n s h i p  a n d  i n t e r d e p e n d e n c e  
b e t w e e n  t h e  D e l t a  B a r l e y ,  P o i n t  M a c k e n z i e  a n d  R e d  M e a t  
indus t r y .  O n l y  t h r o u g h  t h e  s u c c e s s  o f  P o i n t  M a c k e n z i e  c a n  
the o t h e r  i n d u s t r i e s  sur v i v e .  T h e  s t a t e  of  A l a s k a  h a s  
i n v e s t e d  o v e r  $ 2 0 0 , 0 0 0 , 0 0 0  t a x p a y e r - s u p p o r t e d  c a p i t a l  i n  
th e  d e v e l o p m e n t  of  t h e s e  h i g h l y  i n t e r r e l a t e d  a g r i c u l t u r a l  
b a s e d  i n d u s t r i e s .

T h e  f u t u r e  of  a g r i c u l t u r e  is t h e r e f o r e  i n  y o u r  h a n d s .
W e  h a v e  m a d e  a c o m m i t m e n t  as y o u  c a n  s e e  h e r e  t o d a y . . . t h a t  
a g r i c u l t u r e  c a n  s u c c e e d  a n d  we. b e l i e v e  t h a t  it w i l l . . . b u t  
o n l y  w i t h  y o u r  support.

B U Y  A L A S K A  . . .  B U Y  M A T A N U S K A  M A I D

T u c k e r  D a i r y  
9/ 8 4
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FEB 2 7  1985

Karen 0. Lee 
P.O. Box 871871 
Wasilla, Alaska 99687

Senator John B. Coghill 
Pouch V
Juneau, Alaska 99811

Dear Senator John B. Coghill;
I would like to request your help in remedying seme of the problems 

associated with the state's current attempt at agricultural development.

At present, there are same crucial, and sensible, measures addressing 
this problan which have been introduced this session. I would like to urge your 
positive consideration of SB 110, raising the Agricultural Revolving Loan Fund 
loan limit per unit to $2 million; SB 154, establishing a system of production 
credits on agricultural sales to apply toward interest on state agriculture 
loans; and SB 155, allowing for adjustments in contractural requirements on 
agricultural interest parcels sold by the state.

Before discussing the merits of each bill, I should like to make a brief 
case for agriculture in Alaska, and for the state's having a role in the initial 
development of it.

Not least among the considerations is the fact that the State of Alaska has 
already decided to develop agriculture. Many Alaskans with belief in the good 
intentions of our state have been invited to participate. Cnee in the program, 
we have been forced to put up very large sums of our own money, work and hopes 
for the future in support of a joint vision, ours and the state's. I cannot 
believe that the purpose in all this was to convince a few people to put our 
whole hearts into the enterprise and then end it. It is one thing for the state to 
cut its own losses; it as another thing altogether for the state to decide 
prematurely to cut the losses of its individual citizens.

To reiterate the reasons for the state's original interest in the development 
of agriculture: it is a basic, job-creating, service-creating, renewable
resource industry. It not only creates its cwn labor requirements; it creates a 
ripple affect throughout every canmunity where it exists. For example, my farm 
creates employment for four families directly. Commodities are hauled in and 
milk is hauled out; truckers are employed at both ends. In Anchorage, the milk 
is processed by more employees, and distributed by still more. Another company 
manufactures plastic jugs for the milk. All this demonstrates the well-known 
economic fact that a dollar produced by a basic industry circulates many times 
more than a service or retail dollar does.



agricultural bills— page two

I grew up in Alaska, and I can attest to the accuracy of the economists' 
observations. Tĥ re is one major difference between the Alaska of the 195CP 
and the Alaska c he present, and that is the general affluence. That affluence 
is due to the building up of a large public and service network based on another 
basic industry, resource extraction. Without that basic industry, there would 
be no affluence. Without the incentives, particularly those at the federal level, 
urging on the oil companies to explore and the mining companies to keep looking, 
there would be little but fishing in Alaska right now which could qualify as a 
basic industry.

The problem with resource extraction as the basic industry of choice, of course, 
is its volatility. The warnings on oil have been sounding for seme time now.

I believe strongly that wa must develop what other basic industries we are 
able to in the time remaining to us, with the funds frcm other extractive industries 
which we still have coming to us. Agriculture, mining, fishing and tourism thus 
become, as I see it, the major areas for expansion, rather than contraction, in 
state spending in the coming years of waning oil revenue. At seme point, we are 
not only going to have to be weaned frcm oil, we are going to need some other 
basic to replace it. Otherwise, we will be stuck with a state of shopping centers 
and state and service employees, and no one to provide the basic dollar on which 
they all feed.

Agriculture has earned its place in the line-up of future basic industries 
supporting the state's economy, even though it is still barely half-way to its 
goal of self-suffiency. It has perservered through decades of neglect, lack of 
infrastructure, lack of marketing cohesion, lack of fair labeling laws, lack of 
sufficient volume of either land or product, and lack of sufficient state 
encouragement. Even so, there are now farms which have been in existence since 
the 1930's and 1940's.

All statistics available indicate that a self-sufficient agriculture industry 
happens naturally when 500,000 acres are in production. We have a ways to go to 
meet that goal, as outlined in the Governor's Agricultural Task Force Report of 
May 18, 1983. I believe that if the fundamental precepts outlined in that 
document and others preceding it are followed, and funding is kept at the levels 
recarmended in that report, the success of agriculture in Alaska will be assured.

As to the specifics of the bills, SB 110 and SB155, when considered together, 
actually constitute a cost-cutting device. In the case of the Point MacKenzie 
Agricultural Project, for example, the 19 dairies required in the original configuration 
would have been eligible for, and would have needed, $1 million each, or a total of 
$19 million. At that, many of the units would not have been of an efficient size, 
and those which were would have been grossly undercapitalized.

Should the bill allowing consolidation of units be approved, five consolidated 
farms and six' single farms are likely to result at Point MacKenzie, making the total 
loan requirement $16 million, a savings of $3 million. (Five at $2 million; six at 
$1 million each.) Moreover, the total number of cows producing milk will actually 
be higher than in the original plan, a fact which is crucial to the survival of the 
finished product marketing arm, Matanuska Maid.



agricultural bills— page three

The original Point MacKenzie feasibility study was written seven years ago.
Even then, the study clearly stated that the most efficient farm was the largest 
size studied (150 cows). Since that time, building costs have increased by huge 
increments. So have insurance, workmen's compensation, feed, labor, equipment, 
fertilizer, and so on.

In the past seven years, the industry as a whole has undergone a number of 
changes tending to force farms into larger sizes for efficiency of production.
It is likely that this trend will increase, rather than subside, especially if 
President Reagan's proposed new farm policy is instituted nationally.

Consolidation and an increase in unit loan limits will insure that Point 
MacKenzie dairies cane on line in configurations that will allow them to canpete 
with shipboard milk. The ship milk is produced on farms being subjected to great 
national pressure to became larger and more efficient. If we are to compete, we 
too must become larger and more efficient. Building 19 units, many of which will 
be small expensive anachronisms on the day they open, does not make economic sense 
for the farmer, for the state, or for the consumer.

National statistics indicate that the farms now in trouble are those with 
between $50,000 and $500,000 in gross annual revenues. Al justed for pricing 
differentials, the Alaskan figures would more likely be between $60,000 and 
$700,000. At present, only a few farms in Alaska exceed that volume. Anything 
under $60,000 could be considered a hobby with the owner/operator making the 
main living elsewhere, lb earn over $700,000 a dairy farm would have to milk 
240 cows, and milk than well. A 240-cow farm in Alaska costs a minimum of $2.5 
million to build, stock and plant.

With the recent loss of a significant percentage of its stability and pricing 
levels at the market, the dairy industry in Alaska is particularly vulnerable right 
now, and particularly in need of a mechanism for consolidating both land and debt 
to a point that will again allow than to operate with positive cash flows. Betwe'en 
than, SB 110 and SB 155, would be of immense help in preserving the gains that 
have been made in the dairy industry. And, as I, mentioned earlier, they will save 
money in both the short and long runs.

Other areas of agriculture would be similarly benefitted by the measures. Delta 
would became more flexible in the handling of their lands; possibly converting some 
of the farms into the part-time lower-gross category while still maintaining the 
same amount of planted acreage. Hog farms and beef feedlots are as capital-intensive 
as are dairy farms; with the rise of inflation over the past decade, it would not 
be possible to build either of these enterprises to an efficient level for the 
current loan limits. The state has invested significantly in the processing ends 
of both the meat and milk industries. It seems foolish to expect these investments 
to pay off if there are not to be any large hog farms, no big beef feedlots and 
no large dairy farms.

There has been much concern expressed over the delinquency rate of current 
ARLF loans. I think that is a problem that will take care of itself once farming 
has actually been developed, rather than developing. Once the industry has grown 
to the sufficient volume to be interrelated and profitable, the private financing 
industry will be only too glad to take over the responsibilities. For now, it must 
be remembered by policy makers that ARLF is in the business of developing a new 
basic industry, literally frcm the woods. They are not loaning to a new hamburger 
outlet for a simple return on invested capital. They are trying to get Alaskan 
agriculture to the point where we could sell our own hamburgers, not just eat the
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ones that ccme in frcm Argentina. When reading the negative reports frcm 
Legislative Audit and the Budget Office, this ultimate larger purpose should 
be recalled.

As for SB 154, dealing with production credits, I favor this mechanian 
simply because it premises seme benefit to those who have been trying the 
hardest to make the agricultural system work. The way it is now, those of us 
why have been working hardest and longest, thus losing the most money, are the 
ones getting hurt. Those who have been planting for years at Delta, with only 
a modicum of state encouragement, or who began producing milk at Point MacKenzie 
before they absolutely had to, vould at least get the benefit of same reduction 
in carryover interest debt. In the case of the Point MacKenzie farmers, the 
state in its capacity of creamery owner has held the price of milk down because 
of a state moratorium until late 1985 on state loan repayments. That sounds all 
right, until you remember that if the interest is not forgiven, it will have cost 
every farmer about $80,000 for that moratorium. There is no way to recoup that 
loss without production credits.

TO summarize, SB 110 and SB 155 will act quickly to maintain the dairy 
industry in Southcentral Alaska, and enable the other areas of agriculture to 
become more efficient and to develop according to the overall plan. SB 154 will 
not involve an appropriation, and will greatly aid those who have been the losers 
so far in the struggle to develop agriculture in Alaska.

I would be happy to supply more information, either genera] or specifically 
frcm my own Point MacKenzie operation, should you decide that that would help 
you in your deliberations.

Thank you for taking your time in a busy 120-day session bo listen to these 
concerns.

Sincerely

Owner
Tract 30 Point MacKenzie
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Karen O. Lee 
P.O. Box 871871 
Wasilla, Alaska 99687

Senator Jalmar Ketrulla 
Pouch V
Juneau, Alaska 99811

Dear Senator Jalmar Ketrulla; /  V s '
I would like to request your help in remedying scme_ff£̂ ths problems

associated with the state's current attempt/at agricultural development.

At present, there are samecruciaLfand sensible, measures addressing 
this problem which have bpdH mE&oduqea this session. I would like to urge your 
positive consideration 3ft SByllOyj^ising the Agricultural Revolving Loan Fund 
loan limit per unit to/$2 milluprf; SB 154, establishing a system of production 
credits on agriculturaJ>3e±e£''to apply toward interest on state agriculture 
loans; and SB 155, allowing for adjustments in contractural requirements on 
agricultural interest parcels sold by the state.

Before discussing the merits of each bill, I should like to make a brief 
case for agriculture in Alaska, and for the state's having a role in the initial 
development of it.

Not least among the considerations is the fact that the State of Alaska has 
already decided to develop agriculture. Many Alaskans with belief in the good 
intentions of our state have been invited to participate. Cnee in the program, 
we have been forced to put up very large sums of our own money, work and hopes 
for the future in support of a joint vision, ours and the state's. I cannot 
believe that the purpose in all this was to convince a few people to put our 
whole hearts into the enterprise and then end it. It is one thing for the state to 
cut its own losses; it as another thing altogether for the state to decide 
prematurely to cut the losses of its individual citizens.

To reiterate the reasons for the state's original interest in the development 
of agriculture: it is a basic, job-creating, service-creating, renewable
resource industry. It not only creates its own labor requirements; it creates a 
ripple effect throughout every community where it exists. For example, my farm 
creates employment for four families directly. Commodities are hauled in and 
milk is hauled out; truckers are employed at both ends. In Anchorage, the milk 
is processed by more employees, and distributed by still more. Another company 
manufactures plastic jugs for the milk. All this demonstrates the well-known 
economic fact that a dollar produced by a basic industry circulates many times 
more than a service or retail dollar does.
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I grew up in Alaska, and I can attest to the accuracy of the economists' 
observations. There is one major difference between the Alaska of the 195(7 s 
and the Alaska of the present, and that is the general affluence. That affluence 
is due to the building up of a large public and service network based on another 
basic industry, resource extraction. Without that basic industry, there would 
be no affluence. Without the incentives, particularly those at the federal level, 
urging on the oil companies to explore and the mining companies to keep looking, 
there would be little but fishing in Alaska right now which could qualify as a 
basic industry.

The problem with resource extraction as the basic industry of choice, of course, 
is its volatility. The warnings on oil have been sounding for same time now.

I believe strongly that we must develop what other basic industries we are 
able to in the time remaining to us, with the funds frcm other extractive industries 
which we still have coming to us. Agriculture, mining, fishing and tourism thus 
became, as I see it, the major areas for expansion, rather than contraction, in 
state spending in the coming years of waning oil revenue. At some point, we are
not only going to have to be weaned from oil, we are going to need same other
basic to replace it. Otherwise, we will be stuck with a state of shopping centers 
and state and service employees, and no one to provide the basic dollar o . t which 
they all feed.

Agriculture has earned its place in the line-up of future basic industries 
supporting the state's economy, even though it is still barely half-way to its 
goal of self-suffiency. It has perservered through decades of neglect, lack of , 
infrastructure, lack of marketing cohesion, lack of fair labeling laws, lack of 
sufficient volume of either land or product, and lack of sufficient state 
encouragement. Even so, there are now farms which have been in existence since 
the 1930's and 1940's.

All statistics available indicate that a self-sufficient agriculture industry 
happens naturally when 500,000 acres are in production. We have a ways to go to 
meet that goal, as outlined in the Governor's Agricultural Task Force Rsport of 
May 18, 1983. I believe that if the fundamental precepts outlined in that
document and others preceding it are followed, and funding is kept at the levels
recommended in that report, the success of agriculture in Alaska will be assured.

As to the specifics of the bills, SB 110 and SB155, when considered together, 
actually constitute a cost-cutting device. In the case of the Point MacKenzie 
Agricultural Project, for example, the 19 dairies required in the original configuration 
would have been eligible for, and would have needed, $1 million each, or a total of 
$19 million. At that, many of the units would not have been of an efficient size, 
and those which were would have been grossly undercapitalized.

r Should the bill allowing consolidation of units be approved, five consolidated 
farms and six single farms are likely to result at Boint MacKenzie, making the total 
loan requirement $16 million, a savings of $3 million. (Five at $2 million; six at 
$1 million each.) Moreover, the total number of cows producing milk will actually 
be higher than in the original plan, a fact which is crucial to the survival of the 
finished product marketing arm, Matanuska Maid.
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The original Point MacKenzie feasibility study was written seven years ago.
Even then, the study clearly stated that the most efficient farm was the largest 
size studied (150 cows). Since that time, building costs have increased by huge 
increments. So have insurance, workmen's compensation, feed, labor, equipment, 
fertilizer, and so on.

In the past seven years, the industry as a whole has undergone a number of 
changes tending to force farms into larger sizes for efficiency of production.
It is likely that this trend will increase, rather than subside, especially if 
President Reagan's proposed new farm policy is instituted nationally.

Consolidation and an increase in unit loan limits will insure that Point 
MacKenzie dairies come on line in configurations that will allow then to compete 
with shipboard milk. The ship milk is produced on farms being subjected to great 
national pressure to become larger and more efficient. If we are to compete, we 
too must become larger and more efficient. Building 19 units, many of which will 
be small expensive anachronisms on the day they open, does not make economic sense 
for the farmer, for the state, or for the consumer.

National statistics indicate that the farms now in trouble are those with 
between $50,000 and $500,000 in gross annual revenues. Adjusted for pricing 
differentials, the Alaskan figures would more likely be between $60,000 and 
$700,000. At present, only a few farms in Alaska exceed that volume. Anything 
under $60,000 could be considered a hobby with the owner/operator making the 
main living elsewhere. TO earn over $700,000 a dairy farm would have to milk 
240 cows, and milk them well. A 240-cow farm in Alaska costs a minimum of $2.5 
million to build, stock and plant.

With the recent loss of a significant percentage of its stability and pricing 
levels at the market, the dairy industry in Alaska is particularly vulnerable right 
now, and particularly in need of a mechanism for consolidating both land and debt 
to a point that will again allow than to operate with positive cash flows. Between 
than, SB 110 and SB 155, would be of irrmense help in preserving the gains that 
have been made in the dairy industry. And, as I mentioned earlier, they will save 
money in both the short and long runs.

Other areas of agriculture would be similarly benefitted by the measures. Delta 
would become more flexible in the handling of their lands? possibly converting some 
of the farms into the part-time lower-gross category while still maintaining the 
same amount of planted acreage. Hog farms and beef feedlots are as capital-intensive 
as are dairy farms; with the rise of inflation over the past decade, it would not 
be possible to build either of these enterprises to an efficient level for the 
current loan limits. . The state has invested significantly in the processing ends 
of both the meat and milk industries. It seems foolish to expect these investments 
to pay off if there are not to be any large hog farms, no big beef feedlots and 
no large dairy farms.

There has been much concern expressed over the delinquency rate of current 
ARLF loans. I think that is a problem that will take care of itself once farming 
has actually been developed, rather than developing. Once the industry has grown 
ix» t h e  sufficient volume to be interrelated and profitable, the private financing 
industry will be only too glad to take over the responsibilities. For now, it must 
be remembered by policy makers that ARLF is in the business of developing a new 
basic industry, literally frcm the woods. They are not loaning to a new hamburger 
outlet for a simple return on invested capital. They are trying to get Alaskan 
agriculture to the point where we could sell our own hamburgers, not just eat the
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ones that ccme in frcm Argentina. When reading the negative reports frcm 
Legislative Audit and the Budget Office, this ultimate larger purpose should 
be recalled.

As for SB 154, dealing with production credits, I favor this mechanism 
simply because it premises some benefit to those who have been trying the 
hardest to make the agricultural system work. The way it is now, those of us 
why have been working hardest and longest, thus losing the most money, are the 
ones getting hurt. Those who have been planting for years at Delta, with only 
a modicum of state encouragement, or who began producing milk, at Point MacKenzie 
before they absolutely had to, would at least get the benefit of same reduction 
in carryover interest debt. In the case of the Point MacKenzie farmers, .the 
state in its capacity of creamery owner has held the price of milk down because 
of a state moratorium until late 1985 on state loan repayments. That sounds all 
right, until you remember that if the interest is not forgiven, it will have cost 
every fanner about $80,000 for that moratorium. There is no way to reaoup that 
loss without production credits.

To summarize, SB 110 and SB 155 will act quickly to maintain the dairy 
industry in Southcentral Alaska, ajid enable the other areas of agriculture to 
becane more efficient and to develop according to the overall plan. SB 154 will 
not involve an appropriation, and will yreatly aid those who have been the losers 
so far in the struggle to develop agriculture in Alaska.

„— --------

I would be happy to supply more information, either general or specifically 
frcm my own Point MacKenzie operation, should you decide that that would help 
you in your deliberations.

Thank you for taking your time in a busy 120-day session to listen to these 
concerns.

Sincerely,

Tract 30 Point MacKenzie
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DILL SHEFFIELD, GOVERNOR

POUCH 7-005 

ANCHORAGE, AK 99510 

PHONE: (907) 276-2653

July 25, 1985

Messrs Charles J. Cange, Evander C. Smith,

Gary L. Stromberg, and Mil burn E. Tucker 

P.O. Box 4-647 

Anchorage, AK 99509

Gentlemen:

Earlier this year you requested that the Department allow the 

consolidation of y o u r  individual Point MacKenzie agricultural parcels 

into one large parcel, and approve changes iri your individual 

development contracts to accommodate the consolidation into one large 

dairy farm.

The Attorney General has informed me that the law precludes my 

approving your requests. Under AS 38.05.020(b) (7), I m a y  approve 

changes in the requirements of an agricultural land development 

contract only if the land is inaccessible by road and the required 

development is, for certain reasons, uneconomic. Since y o u r  parcels 

are accessible by road you do not meet these requirements.

As you know, I believe the Department should have the flexibility to 

amend agricultural land contracts if it would benefit the public and 

promote the development of agriculture in Alaska. I have sent a copy 

of Mr. Reeves July 16 letter to the Attorney General for 

consideration. Please let me know if you have additional questions.

Sincerely,

Esther C. Wunnicke 

Commissioner

cc: The Honorable Bil. Sheffield, Governor

Senator Arliss Sturgulewski 

James K. Barnett, Deputy Commissioner 

Bill Heim, Director, Division of Agriculture 

Tom Hawkins, Director, L&WM

Francis Neville, Assistant Attorney General, Dept, of Law 

Jim Reeves, Bogle & Gates



Alaska ibtate HegMaturc
A R L IS S  S T U R G U L E W S K I ,  C h a i rm a n  
B E T T Y E  F A H R E N K A M P , V ic o  C h a i rm a n  
JA C K  C O G H IL L  
D IC K  E L IA S O N  
V IC  F IS C H E R  
R IC K  H A L F O R D  
F R E D Z H A R O F F

ibenate
Committee on &e£outce2

August 7 ,  1985

J o s e p h  P a t r i c k  Cange 
Box  4 - 6 4 7
A n c h o r a g e ,  AK 9 9 5 0 9  

D e a r  J o e :

I  h a v e  r e c e i v e d  t h e  e n c l o s e d  l e t t e r  f r o m  Comm is s i on e r  Wunnicke a f t e r  I  
i n q u i r e d  a s  t o  t h e  s t a t u s  o f  c om b in i n g  a g r i c u l t u r a l  p a r c e l s .  As you 
a l r e a d y  know,  t h e y  had a n t i c i p a t e d  b e i n g  a b l e  t o  a c c om p l i s h  t h i s  
a d m i n i s t r a t i v e l y .  A p p a r e n t l y  a f t e r  r e v i e w  by t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e ,  
i t  was d e t e rm in e d  t h a t  t h i s  c o u l d  n o t  be d one .

C om m is s i o n e r  Wunn icke  i n d i c a t e d  t h a t  s h e  w ou ld  be c o n s i d e r i n g  n e c e s s a r y  
changes  i f  needed  t o  SB 1 5 5 .  I  w i l l  k e ep  you  i n f o rm e d  as  we go a l o n g .

I appreciate your continued interest in Alaskan agriculture.

S i n c e r e l y  y o u r s ,

S e n a t o r  A r l i s s  S t u r g u l e w s k i  
C h a i rm an ,  S e n a t e  R e s o u r c e s  C omm it t ee

E n c l o s u r e

c c :  D r .  M i c h a e l  James
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OFFICE OF THE COMMISSIONER

B I L L  S H E F F I E L D ,  G O V E R N O R

PO UCHM
JUNEAU, ALASKA 99811 
PHONE: 907-465-2400

July 23, 1985

The Honorable Arliss Sturgulewski 
Chairman, Committee on Resources 
Alaska State Senate 
Pouch V
Juneau, AK 99811

Dear Senator Sturgulewski:

I appreciate your continued interest in Alaska agriculture 
and, as you have requested, am providing information about 
the status of our efforts to allow combining or splitting of 
agricultural parcels.

As you know, earlier this year, at the time of the public 
hearing on SB 155, we believed that the department could 
amend agricultural contracts end allow the combining and 
splitting of agricultural parcels. Department of Lav/ staff 
informally concurred with our position.

Because we wished to ensure that agriculture contract 
changes related to the combining or splitting of a parcel 
were in the public interest, staff proceeded to draft 
regulations that specified conditions to be met before 
contract changes v/ould be approved.

During the Department of Law's review of the proposed 
regulations it was determined that combining or splitting 
agriculture parcels v/ould violate AS 38.05.020 (b)(7) if the 
action required amendment of an agricultural land contract.

AS 38.05.020 (b) (7) was enacted in 1984 to assist farmers who 
were unable to economically transport farm products to 
market because expected roads or marine routes v/ere never 
developed. While reviewing our draft regulations for 
consistency with the statutes, the Department of Law 
determined that the statutes allow the commissioner to 
modify development requirements of an agricultural land 
contract only if the land is inaccessible by road and the 
development requirements are uneconomic.

I have enclosed a copy of a recent memorandum from the 
Department of Law that provides additional information about 
this matter.

10-J9LH
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I believe that the department should have the flexibility to 
amend agricultural land development contracts to benefit the 
public and further the development of agriculture in Alaska. 
It appears that legislative action will now be required to 
provide the state with this flexibility. We are currently 
considering whether SB 155 is sufficient for this purpose.

My staff and I look forward to working with you and the 
Senate Resources Committee during the next legislative 
session. Thank you for your continuing interest in this 
and other natural resource matters.

Sincerely,

■^Esther C. Wunnicke 
Commissioner

Enclosure
cc: Jim Barnett



MEMORANDUM cr,lsWBit«Siate of Alaska%rT

TO:

FROM :
By:

Honorable Bill Sheffield-.,. 
Governor

Norman C. Gorsuch 
Attorney General

G. Thĉ rnaŝ ôestci 
Assistant Attorney General 
Department of Lav

1  \ 9 $ (? A T E :

TELEPH ON E NO: 

SU B JEC T :

June 27, 1985

465-3600

Combining Point 
MacKenzie agricult­
ural parcels

You asked me to look into a situation at Point 
MacKenzie where four individuals, represented by Mr. Joe Canje, 
apparently desire to combine agricultural parcels and use one 
already-constructed dairy facility to serve all four parcels. 
Legislation apparently was introduced to authorize that proce­
dure; unfortunately, the legislature adjourned without taking 
final action on the bill. Subsequently, Mr. Canje and his asso­
ciates apparently were led to believe that certain steps could be 
taken administratively to permit them to follow that course of 
action; however, it subsequently was determined b}r the Attorney 
General's office that this could not be done.

In accordance with your request:, I discussed this mat­
ter with attorneys in both our Anchorage and Juneau offices. It 
is the consensus view of this department that the law, as it cur­
rently exists, precludes Mr. Canje and his associates from fol­
lowing the cuurse of action they desire.

Under 11 AAC 67.185(a), a farm development plan may be 
required as part of the sale contract for an agricultural parcel. 
Our understanding is that all of the Point MacKenzie dairy farm 
development plans include the requirement that the cows be milked 
in an approved dairy facility on the parcel which is the subject 
of the contract. Under 11 AAC 67.185(a), it is a requirement of 
the sale contract under which Mr. Canje1s associates received the 
parcels.

In this circumstance, the commissioner of Natural Re­
sources has no legal authority to modify that contractual re­
quirement. Under AS 38.05.020(b)(7), the commissioner may 
"waive, postpone, or otherwise modify the development require­
ments of a contract for the sale of agricultural land" only if 
two conditions are satisfied:

(A) the land is inaccessible by road; and

(B) transportation, marketing, and develop­
ment costs render the required development unecon­
omic .



Honorable Bill Sheffiled
Governor, State of Alaska

June 27, 1985
Page 2

(Emphasis added.) As we understand it, the parcels involved are 
accessible by road. Accordingly, one of the two conditions which 
must be met before the commissioner may modify the contracts is 
not satisfied, and there is no legal authority under which the 
commissioner may waive or otherwise modify the requirement that 
the cows be milked in an approved dairy facility on each parcel. 
This, in turn, precludes the use of an already-constructed dairy 
facility serving to satisfy the requirement for four separate 
parcels.

It is my understanding that Mr. Canje and his associ­
ates now have retained legal counsel in Anchorage (Mr. James N. 
Reeves, a former Assistant Attorney General) who already has been 
in contact with attorneys in our Anchorage office regarding this 
matter. We certainly will consider any other legal analysis he 
might bring to our attention. However, at this time, none of the 
attorneys in this department who have reviewed the matter see any 
basis for a different conclusion.

We note that some creative solutions have been employed 
to satisfy the requirement that an approved dairy facility be 
used to milk the cows on each agricultural parcel in the Point 
MacKenzie area. In at least one instance, a barn was built 
straddling the property line between two adjacent parcels, with 
part of the barn on one parcel and the other part on the other 
parcel. A second suggestion, perhaps facetious but perhaps not, 
has been to put a barn on wheels and move it from parcel to par­
cel in a manner similar to the rumored procedure used with re­
spect to prove-up cabins for homestead purposes earlier in 
Alaska's history. While we have not determined whether this 
would satisfy the development plan requirement, we point it out 
merely to suggest that creative solutions may be possible and, if 
proposed, will be considered.

In summary, however, it remains our view that there is 
no legal administrative mechanism by which the development plan 
requirement that Point MacKenzie cows be milked in an approved 
dairy facility on each parcel may be waived. The solution, as we 
view it, is a legislative amendment. However, you should be 
aware that other individuals with agricultural parcels in the 
Point MacKenzie area, particularly those who already have con­
structed an approved dairy facility on their parcels, may object 
to the legislature authorizing the commissioner to relax the de­
velopment requirement. On the other hand, if the current re­
quirements (particularly with respect to parcel size and the de­
velopment requirements imposed on each such parcel) make the en­
tire Point MacKenzie dairy operation uneconomic, perhaps an over­
all review of the entire situation by the legislature and appro­
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priate legislation authorizing the commissioner to take appropri­
ate action would benefit the entire program.

If we can answer any further questions, please contact 
us at your convenience.

r -  S j

GTK:dim

cc: Esther C. Wunnicke
Commissioner
Department of Natural Resources

Ronald W. Lorensen 
Deputy Attorney General

Francis Neville 
Assistant Attorney General

James N. Reeves, Esq.
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D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

OFFICE OF THE COMMISSIONER

February 19, 1986

B I L L  S H E F F I E L D ,  G O V E R N O R

' L b  <3 n
POUCH M u
JUNEAU, ALASKA 99811 U
PHONE: 907-465-2400

The Honorable Arliss Sturgulewski 
Chair, Senate Resources Committee 
P.O. Box V 
Juneau, AK 99811

Dear Senat^L^^urgulewski:

As you may recall, at the time of the Senate Resources 
Committee hearing on SB 155 last session, I believed that 
the Department of Natural Resources could amend agricultural 
contracts and, among other things, allow the combining and 
splitting of agricultural parcels. Because I wished to 
ensure that proposed contract changes were in the public 
interest, regulations that specified conditions to be met 
before changes could be approved were drafted.

During the Department of Law review of the drait regulations 
it was determined that combining or splitting agricultural 
parcels would, in most cases, violate AC 38.05.020(b)(7) if 
the action required amending an agricultural land contract. 
Title 38 currently allows me to modify an agricultural 
land contract only if the land is inaccessible by road and 
the development requirements are uneconomic (see attached 
A.G.'s opinion and letter).

I believe the Department should have the flexibility to 
amend an agricultural land contract if it will benefit the 
public and further the development of agriculture in Alaska. 
As amended last session, SB 155 would allow me the 
flexibility to combine or split agricultural parcels when 
certain conditions have been met. While I have no 
objections to this legislation, I would like to point out 
an area where wording changes would make the proposed bill 
more compatible with current agricultural policies.

As written, SB 155 would allow a purchaser of agricultural 
land to split the parcel as soon as the land contract is 
signed. Our present agricultural policies generally allow a 
parcel to be subdivided only after the farm development 
schedule has been met and the land has been conveyed to the 
purchaser..

10-J9LH
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The following changes to page 1, line 16 would bring SB 155 
more in line with our policies:

(b) [If a parcel is] Only conveyed land may be split under 
this section, and no more than one . . .

I appreciate your continued interest in the development of 
agriculture in Alaska. If I may provide you with additional 
information about this matter, please let me know.

Sincerely,

Esther C. Wunnicke 
Commissioner

Attachments
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o f  F t c t  u t  i  H t  c u  m  m  i a  a i  o n e r

POUCH 7-005 

ANCHORAGE, AK 99510 

PHONE■ (o07) 276-2653

BILL SHEFFIELD, GOVERNOR

J ul y  25, 1985

Messrs Charles J. Cange, Evander C. Smith,

Gary L. Stromberg, and Mil burn E. Tucker 

P.O. Box 4-647 

Anchorage, A K  99509

Gentlemen:

Earlier this yea r  you requested that the Department allow the 

consolidation of y ou r  individual Point MacKenzie agricultural parcels 

into one large parcel, and approve changes in yo u r  individual 

development contracts to accommodate the consolidation into one large 

dairy farm.

The A t t o r n e y  General has informed me that the law precludes my 

approving y o u r  requests. Under AS 38.05.020(b) (7), I m ay approve 

changes in the requirements of an agricultural land development 

contract only if the land is inaccessible by road and the required 

d evelopment is, for certain reasons, uneconomic. Since your parcels 

are accessible by road you do not meet these requirements.

As you know, I believe the Department should have the flexibility to 

amend agricultural land contracts if it would benefit the public and 

promote the development of agriculture in Alaska. I have sent a copy 

of Mr. Reeves July 16 letter to the Attorney General for 

consideration. Please let me know if you have additional questions.

Sincerely,

tstner u. w u n m c x e  

Co m missioner

cc: The Honorable Bill Sheffield, Governor

Senator Arliss Sturgulewski 

James K. Barnett, Deputy Commissioner 

Bill Heim, Director, Division of Agriculture 

Tom Hawkins, Director, L&WM

Francis Neville, Assistant Attorney General, Dept, of Law 

Jim Reeves, Bogle & Gates
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r  NMifeAt Resown

TO:

FROM
By:

Honorable Bill Sheffield- 
Governor jUL

\

. V

'ATE:

Norman C. Gorsuch 
Attorney General

G. Thc(mas ^o'estd 
Assistant Attorney General 
Department of Law

c o a a S g E I r
TELEPHONE NO:

SUBJECT:

June 27, 1985

465-3600

Combining Point 
MacKenzie agricult­
ural parcels

You asked me to look into a situation at Point 
MacKenzie where four individuals, represented by Mr. Joe Canje, 
apparently desire-'to combine agricultural parcels and use one 
already-constructed dairy facility to serve all four parcels. 
Legislation apparently was introduced to authorize that proce­
dure; unfortunately, the legislature adjourned without taking 
final action on the bill. Subsequently, Mr. Canje and his asso­
ciates apparently were led to believe that certain steps could be 
taken administratively to permit them to follow that course of 
action; however, it subsequently was determined by the Attorney 
General's office that this could” not be done.

In accordance with your request, I discussed this mat­
ter with attorneys in both our Anchorage and Juneau offices. It 
is the consensus view of this department that the law, as it cur­
rently exists, precludes Mr. Canje and his associates from fol­
lowing the course of action they desire.

Under 11 AAC 67.185(a), a farm development plan may be 
required as part of the sale contract for an agricultural parcel. 
Our understanding is that all of the Point MacKenzie dairy farm 
development plans include the requirement that the cows be milked 
in an approved dairy facility on the parcel which -is the subject 
of the contract. Under 11 AAC 67.185(a), it is a requirement of 
the sale contract under which Mr. Canje's associates received the 
parcels.

In this circumstance, the commissioner of Natural Re­
sources has no legal authority to modify that contractual re- ’ 
quirement. Under AS 38.05.020(b)(7), the commissioner may 
"waive, postpone, or otherwise r. odify the development require­
ments of a contract for the sale of agricultural land" only if 
two conditions are satisfied:

(A) the land is inaccessible by road; and

(B) transportation, marketing, and develop­
ment costs render the required development unecon­
omic .



Honora ble Bill Sheffiled
Governor, State of A laska

June 27, 1935
Page 2.

(Emphasis added.) As we understand it, the parcels involved are 
accessible by road. Accordingly, one of the two conditions which 
must be met before the commissioner may modify the contracts is 
not satisfied, and there is no legal authority under which the 
commissioner may waive or otherwise modify the requirement that 
the cows be milked in an approved dairy facility on each parcel. 
This, in turn, precludes the use of an already-constructed dairy 
facility serving to satisfy the requirement for four separate 
parcels.

It is my understanding that i'Ir. Canje and his associ­
ates now have retained legal counsel in Anchorage (Mr. James N. 
Reeves, a former Assistant Attorney General) who already has been 
in contact with attorneys in our Anchorage office regarding this 
matter. We certainly will consider any other legal analysis he 
might bring to our attention. However, at this time, none of the 
attorneys in this department who have reviewed the matter see any 
basis for a different conclusion.

We note that some creative solutions have been employed 
to satisfy the requirement chat an approved dairy facility be 
used to milk the cows on each agricultural parcel in the Point 
MacKenzie area. In at least one instance, a barn was built 
straddling the property line between two adjacent parcels, with 
part of the barn on one parcel and the other part on the other
parcel. A second suggestion, perhaps facetious but perhaps not,
has been to put a barn on wheels and move it from parcel to par­
cel in a manner similar to the rumored procedure used with re­
spect to prove-up cabins for homestead purposes earlier in 
Alaska’s history. While we have not determined whether this
would satisfy the development plan requirement, we point it out 
merely to suggest that creative solutions may be possible and, if 
proposed, will be considered.

In summary, however, it remains our view that there is 1 
no legal administrative mechanism by which the development plan 
requirement that Point MacKenzie cows be milked in an approved 
dairy facility on each parcel may be waived. The solution, as we 
view it, is a legislative amendment. However, you should be 
aware that other individuals with agricultural parcels in the
Point MacKenzie area, particularly those who already have con­
structed an approved dairy facility on their parcels, may object 
to the legislature authorizing the commissioner to relax the de­
velopment requirement. On the other hand, if the current re­
quirements (particularly with respect to parcel size and the de­
velopment requirements imposed on each such parcel) make the en­
tire Point MacKenzie dairy operation uneconomic, perhaps an over­
all review of the entire situation by the legislature and appro-
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priate legislation authorizing the commissioner to take appropri­
ate action would benefit the entire program.

If we can answer any further questions, please contact 
us at your convenience.

GTK:dim

cc: Esther C, Wunnicke
Commissioner
Department of Natural Resources

Ronald W. Lorensen 
Deputy Attorney General

Francis Neville 
Assistant Attorney General

James N. Reeves, Esq.



0

PO B o x  9 4 9 , P a lm e r , A la s k a  99645

S u s a n  J a n e  B r o o k  
J u n e a u

L a w r e n c e  T  D a v i s  
N o m e

N o r m a n  C o s g r o v e  
D e l t a  J u n c t i o n

P e t e r  C  R o b e r t s  
H o m e r

M a r k  A  W e a v e r  
P a l m e r

/

A p r i l  4 ,  1986

S e n a t o r  A r l i s s  S t u r g u l e w s k i  
P O  B o x  V
J u n e a u ,  A K  99811

D e a r  S e n a t o r  S t u r g u l e w s k i :

T h e  A l a s k a  S o i l  a n d  W a t e r  C o n s e r v a t i o n  B o a r d  h a s  c o m p l e t e d  i t s  r e v i e w  o f  S B  
155 , a n d  s p e c i f i c a l l y ,  c o m b i n a t i o n  o f  a g r i c u l t u r a l  t r a c t s  a t  P o i n t  
M a c K e n z i e .

A s  i d e n t i f i e d  b y  t h e  e n c l o s e d  r e s o l u t i o n  A S W C B  86-1 a n d  o n  p a g e  2 o f  t h e  
F e b r u a r y  18 & 19 m i n u t e s ,  t h e  A S W C B  d o e s  n o t  s u p p o r t  s i g n i f i c a n t  c h a n g e s  i n  
a g r i c u l t u r e  c o n t r a c t  d e v e l o p m e n t  s c h e d u l e s ,  w h i c h  w o u l d  b e  t h e  c a s e  i n  
c o m b i n i n g  P o i n t  M a c K e n z i e  a g r i c u l t u r a l  t r a c t s .  H o w e v e r ,  t h e  A S W C B  d o e s  
s u p p o r t  g i v i n g  t h e  C o m m i s s i o n e r  a u t h o r i t y  t o  a m e n d  a g r i c u l t u r a l  s a l e  
c o n t r a c t s  a s  i n c l u d e d  i n  S B  155 ( i n t r o d u c e d  2 - 1 3 - 8 5 ) .

S i n c e r e l y ,

Larry Davis
Chairman



O R I G I N  O F  R E S O L U T I O N  A l a s k a  S o i l  a n d  W a t e r  C o n s e r v a t i o n  B o a r d __________________

D A T E  O F  O R I G I N  _____________ F e b r u a r y  19, 1 9 8 6 ___________________________________________________

W H E R E A S ,  u n d e r  p r e s e n t  law ,  t h e  c o m m i s s i o n e r  c a n n o t  m o d i f y  d e v e l o p m e n t  

s c h e d u l e s  i n  l a n d  s a l e  c o n t r a c t s ,  a n d

W H E R E A S ,  S B  1 55 w o u l d  e m p o w e r  t h e  c o m m i s s i o n e r  w i t h  t h a t  a u t h o r i t y ,

T H E R E F O R E  B E  I T  R E S O L V E D ,  t h a t  t h e  A l a s k a  S o i l  a n d  W a t e r  C o n s e r v a t i o n  B o a r d  

s u p p o r t s  S B  155, a n d

B E  I T  F U R T H E R  R E S O L V E D ,  t h a t  t h e  A l a s k a  S o i l  a n d  W a t e r  C o n s e r v a t i o n  B o a r d  

w o u l d  n o t  s u p p o r t  a s i g n i f i c a n t  c h a n g e  in l a n d  s a l e  c o n t r a c t s  

r e l a t i n g  to  d e v e l o p m e n t  s c h e d u l e s .

RESOLUTION NO. ASWCD 8 6 -1 ___________

SU BJEC T OF RESOLUTION A g r i c u l t u r a l  P a r c e l  C o m b in in g _________________________________

A C T IO N  TAKEN P a s s e d



DEPARTMENT OF NATURAL RESOURCES

S O I L  A N D  W A T E R  

C O N S E R V A T I O N  B O A R D

B i l l  S h e f f i e ld ,  G o v e r n o r

A L A S K A  S O I L  A N D  W A T E R  C O N S E R V A T I O N  B O A R D

M i n u t e s  

F e b r u a r y  18 & 19, 1 986

T h e  m e e t i n g  w a s  c a l l e d  t o  o r d e r  o n  F e b r u a r y  18 a t  9 : 0 0  a . m .  T h o s e  p r e s e n t  

w e r e :

L a r r y  D a v i s  

S u e  B r o o k  

N o r m  C o s g r o v e  

P e t e  R o b e r t s  

K e i t h  Q u i n t a v e l l  

B u r t  C l i f f o r d  

G e r r y  L a r s o n

M I N U T E S

T h e  m i n u t e s  of  t h e  1 - 1 1 - 8 6  a n d  1 - 1 6 - 8 6  m i n u t e s  w e r e  a p p r o v e d  a s  w r i t t e n .  

G R A N I T E  C R E E K  B A S I N  H Y D R O L O G I C  S T U D Y

T h e  A S W C B  r e v i e w e d  S a l c h a - B i g  D e l t a  S W C D ' s  p r o p o s a l  for. t h i s  s t r d y .  T h e  

A S W C B  s u p p o r t s  t h e  p r o j e c t ,  b u t  d u e  to  b u d g e t  c o n s t r a i n t s ,  c a n n c c  s u p p o r t  

it f i n a n c i a l l y .  S a l c h a - B i g  D e l t a  S W C D  w i l l  be  n o t i f i e d  b y  c o p y  of  l e t t e r  

t o  D G G S .

C h a i r m a n ,  N o m e  

B o a r d  M e m b e r ,  J u n e a u  

B o a r d  M e m b e r ,  D e l t a  J u n c t i o n  

B o a r d  M e m b e r ,  H o m e r  

E x e c u t i v e  D i r e c t o r

S t a t e  C o n s e r v a t i o n i s t ,  S C S ,  A n c h o r a g e  

D e p u t y  S t a t e  C o n s e r v a t i o n i s t ,  SCS ,  A n c h o r a g e

E X E C U T I V E  D I R E C T O R ' S  R E P O R T

F i n a n c i a l  S t a t e m e n t  w a s  d i s t r i b u t e d ,  a  c o p y  is a t t a c h e d  to  t h e s e  m i n u t e s .  

A p p r o v a l  g i v e n  t o  r e i m b u r s e  L a r r y  D a v i s  a p p r o x i m a t e l y  $ 5 0 0 . 0 0  f o r  e x p e n s e s  

f r o m  N A C D  c o n v e n t i o n ,  a n d  to e x p e n d  m o n e y  f o r  s u p e r v i s o r  h a n d b o o k  

p u b l i s h i n g .

S W C D  S u p e r v i s o r ' s  H a n d b o o k  f i r s t  d r a f t  w a s  d i s t r i b u t e d  f o r  r e v i e w .  T h e  

s c h e d u l e  is  t i g h t  f o r  c o m p l e t i o n  a n d  d i s t r i b u t i o n  to t h e  S W C D  a t  t h e  A A S W C D  

m e e t i n g  i n  M a r c h .  R e c o m m e n d e d  a d d i t i o n s  a r e  a m a p  of  S W C D s  a n d  a  l i s t  of 

a c r o n y m s .  A S W C B  m e m b e r s  w i l l  s u b m i t  t h e i r  c o m m e n t s  b y  M a r c h  1.
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P O I N T  M A C K E N Z I E

P r o p o s e d  F a r m  P a r c e l  C o m b i n i n g . T h e  b o a r d  a d d r e s s e d  t h i s  t o p i c ,  w h i c h  w a s  

t h e  s u b j e c t  o f  t h e  b o a r d ' s  p u b l i c  m e e t i n g  o n  J a n u a r y  11, 1 9 8 6 .  A  d e c i s i o n  

o n  t h e  t o p i c  w a s  p o s t p o n e d  b y  t h e  b o a r d  u n t i l  t h i s  m e e t i n g .

F u r t h e r  i s s u e s  w h i c h  w e r e  d i s c u s s e d  w e r e :  Parcel, o w n e r s  s h o u l d  c o m p l y  w i t h

c o n t r a c t s ;  t h e  r e a l  i s s u e  is c o n t r a c t  r e l i e f  r a t h e r  t h a n  c o m b i n a t i o n ;  i f  

g i v e n  t h e  o p p o r t u n i t y  to c o m b i n e ,  o w n e r s  w o u l d  n o t  a g r e e  to a  c o n d i t i o n  

t h a t  t h e y  i n d i v i d u a l l y  s i g n  a  c o v e n a n t  f o r f e i t i n g  o t h e r  t h a n  a g r i c u l t u r a l  

d e v e l o p m e n t  a t  a n y  t i m e  r e g a r d l e s s  of  e x i s t i n g  s t a t e  l a w  at t h a t  t i m e ;  t h a t  

t h e  p r o p o s e d  c o n t r a c t  c h a n g e  r e q u i r e s  p a s s a g e  of  l e g i s l a t i o n ,  a n d  w o u l d  s e t  

a  p r e c e d e n t  f o r  w h a t  is t h e  a s s u m e d  n e x t  s t e p  - p a s s a g e  of  l e g i s l a t i o r  

g r a n t i n g  t h e  r e s t  o f  t h e i r  d e v e l o p m e n t  r i g h t s .  B o a r d  m e m b e r  M a r k  W e a v e r ,  

w h o  w a s  n o t  p r e s e n t  a t  t h e  m e e t i n g ,  p a r t i c i p a t e d  i n  t h i s  d i s c u s s i o n  b y  

s p e a k e r  p h o n e ,  t h e r e b y  e n a b l i n g  a  f u l l ,  f i v e  m e m b e r  b o a r d  v o t e .

T h e  b o a r d  u n a n i m o u s l y  p a s s e d  a r e s o l u t i o n  ( A S W C B  8 6 - 1 ,  c o p y  a t t a c h e d )  i n  

s u p p o r t  o f  t h e  b i l l  (SB 155, i n t r o d u c e d  2 - 1 3 - 8 5 )  w h i c h  w o u l d  g i v e  t h e  

C o m m i s s i o n e r  a u t h o r i t y  t o  a l l o w  c o m b i n a t i o n ,  w i t h  t h e  c o n d i t i o n  t h a t  

c o n t r a c t  a m e n d m e n t s  i n v o l v i n g  s i g n i f i c a n t  d e v e l o p m e n t  s c h e d u l e  c h a n g e s  

s h o u l d  n o t  b e  a p p r o v e d ,

T h e  b o a r d  f u r t h e r  d i r e c t e d  M a r k  W e a v e r  t o  t e s t i f y  o n  b e h a l f  of  t h e  b o a r d  at  

t h e  S e n a t e  R e s o u r c e s  C o m m i t t e e  m e e t i n g  o n  S B  155.

D a i r y  M a n u r e  M a n a g e m e n t  S t u d y  w h i c h  w a s  c o n t r a c t e d  b y  t h e  A S W C B  h a s  b e e r  

c o m p l e t e d  b y  t h e  U n i v e r s i t y  of  A l a s k a  a n d  c p i e s  w e r e  d i s t r i b u t e d .  B i l l  

L e i t c h  f r o m  D E C  s t a t e d  t h a t  t h e  r e p o r t  c o n f i r m s  S C S  g u i d e l i n e s ,  a n d  n o w  h e  

h a s  t o  d r a f t  D E C  g u i d e l i n e s  to  i m p l e m e n t  r e c o m m e n d a t i o n s  g i v e n  i n  t h e  

r e p o r t .  A s  s o o n  as h e  c o m p l e t e s  t h e  d r a f t  i m p l e m e n t a t i o n  g u i d e l i n e s ,  a 

c o p y  w i l l  b e  f o r w a r d e d  to  t h e  b o a r d  f o r  r e v i e w .

S i g  R e s t e d ,  U A - A F E S  r e p o r t e d  b y  p h o n e  t h a t  h e  a n d  C h i e n  L u  P i n g  m e t  w i t h  

D E C  C o m m i s s i o n e r  R o s s  o n  1 - 2 4 - 8 6  a n d  c o n f i r m e d  t h e  r e s u l t s  of  ; t h e  s t u d y ,  

t h a t  is, n o  l e a c h i n g .  T h e y  a l s o  a g r e e d  to: D E C  w i l l  d r o p  r e q u i r e m e n t  f o r

f u r t h e r  m a n u r e  m o n i t o r i n g  w e l l s ,  i f  U A - A F E S  w i l l  c o n t i n u e  t h e i r  m o n i t o r i n g  

p r o g r a m  o f  e x i s t i n g  w e l l s .

AGENCY REPORTS
S o i l  C o n s e r v a t i o n  S e r v i c e : B u r t  C l i f f o r d  d i s t r i b u t e d  a n  S C S  a c t i v i t y  r e p o r t  

i n  t h e  A l a s k a  d i s t r i c t ,  a n d  c o r r e s p o n d e n c e  r e l a t i n g  to t h e  " S o d b u s t e r "  a n d  

" S w a m p b u s t e r "  p r o v i s i o n s  of  t h e  1 9 8 5  F a r m  B i l l .  B u r t  a l s o  d i s c u s s e d  t h e  

o n g o i n g  f i e l d  o f f i c e  w o r k l o a d  a n a l y s i s ,  a n d  r e c o m m e n d e d  t h a t  t h e  A S W C B  

p a r t i c i p a t e  in t h e  s p e e c h  a n d  p o s t e r  c o n t e s t s .  D u e  t o  t h e  c o s t s  i n v o l v e d  

i n  t h e  s t a t e w i d e  A l a s k a  d i s t r i c t ,  h o w e v e r ,  t h e  A S W C B  w i l l  n o t  p a r t i c i p a t e .  

B u r t  a l s o  e x p r e s s e d  c o n c e r n s  r e l a t i n g  to t h e  a v a i l a b i l i t y  o f  t h e  $ 8 7 , 0 0 0 . 0 0  

f o r  t h i s  f i e l d  s e a s o n ' s  s o i l  s u r v e y  w o r k .  A d d i t i o n a l l y ,  t h e  A S W C B  f o r m a l l y  

r e q u e s t e d  S C S  to  c o n d u c t  a s o i l  s u r v e y  of t h e  C e n t r a l  P M C  s i t e .
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D N R ,  D i v i s i o n  o f  M a n a g e m e n t : R o d  M o u r r a n t  e x p l a i n e d  t h a t  t h e  A S W C B ' s

t r a v e l  f u n d i n g  w a s  a  l e g i s l a t i v e  a d d  on, a n d  t h e r e f o r e  c a n n o t  be a  p a r t  of 

D N R ' s  b a s e  b u d g e t  r e q u e s t  in s u c c e s s i v e  y e a r s .  In o r d e r  f or t h e  f u n d i n g  to 

be  a  c o n t i n u i n g  l i n e  item:

1. T h e  G o v e r n o r  o r  O M B  w o u l d  h a v e  to i n c l u d e  it, a n d  w o u l d  h a v e  t o  

d e l e t e  l i k e  a m o u n t  s o m e w h e r e  e l s e  i n  t h e  s t a t e ;  o r

2. T h e  C o m m i s s i o n e r  c o u l d  r e q u e s t  it, b u t  w o u l d  h a v e  to d e l e t e  the 

s a m e  a m o u n t  s o m e w h e r e  e l s e  i n  D N R .

T h e  m e e t i n g  a d j o u r n e d  at  4 : 0 0  p . m .  a n d  r e c o n v e n e d  a t  9 : 0 0  a.m .  o n  F e b r u a r y  

19, 1986

D N R  C O M M I S S I O N E R  W U N N I C K E

T h e  C o m m i s s i o n e r  d i s t r i b u t e d  a c o p y  o f  e x e c u t e d  d e l e g a t i o n  of a u t h o r i t y  f o r  

a  p o r t i o n  of A S 4 1 . 1 0 . 1 3 0 ( a ) ,  SWCD s u p e r v i s o r  e l e c t i o n s .  DO # 1 2 0 ,  S WC 

c o n t a c t  h a s  b e e n  p u t  i n t o  e f f e c t  t h i s  y e a r ;  t h e  ASWCB w a s  t h a n k e d  f o r  t h e i r  

h e l p  in  c r e a t i n g  n e w  a g  p a t e n t  l a n g u a g e ;  D N R  h a s  n o t  d e v e l o p e d  a n  o p i n i o n  

o n  t h e  r i g h t - t o - f a r m  or  g r a z i n g  p r e s e r v e  l e g i s l a t i o n  y e t .  On  t h e  c o m b i n a­

t i o n  o f  a g  p a r c e l s ,  the C o m m i s s i o n e r  a p p r e c i a t e s  t h e  A S W C S ' s  c o n c e r n s  o n  

t h e  i s s u e ,  a n d  t h e i r  s u p p o r t  in f a v o r i n g  l e g i s l a t i o n  w h i c h  v/ould g i v e  the 

C o m m i s s i o n e r  f l e x i b i l i t y  uo a m e n d  c o n t r a c t s .  P r o b l e m s  w i t h  t h e  l o s s  of 

P M C ' s  h o r t i c u l t u r a l  p r o g r a m ,  as v/ell as d e v e l o p m e n t  of  t h e  C e n t r a l  P M C  

s i t e ,  w e r e  d i s c u s s e d .  T h e  C o m m i s s i o n e r  e x p l a i n e d  D N R  r e a c t i o n  to b u d g e t  

s h o r t f a l l s  i n  t h e  l o s s  o f  p o s i t i o n s ,  r e - o r g a n i z a t i o n  o f  s o m e  d i v i s i o n s ,  

t h a t  t h e  L e g i s l a t u r e  m a y  n e e d  to  r e l i e v e  D N R  o f  s o m e  r e s p o n s i b i l i t i e s ,  a n d  

t h e  b e l i e f  t h a t  d u t i e s  s h o u l d  be d e l e g a t e d  to t h e  l o w e s t  l e v e l  r e s p o n s i b l e .  

T h e  A S W C B  m e n t i o n e d  r e c e i v i n g  a u t h o r i t y  f o r  c o n d u c t i n g  s o i l  s u r v e y s ,  and 

t h e  C o m m i s s i o n e r  w o u l d  l i k e  t h e  A S W C B  to  d e v e l o p  t h e  p r o p o s a l  m o r e ,  b e f o r e  

it  c a n  be  b r o u g h t  to t he D e p a r t m e n t  of A d m i n i s t r a t i o n  a n d  O M B .

D E C  C O M M I S S I O N E R  R O S S

D E C  is at a p h a s e  n o w  to i m p l e m e n t  t h e  A S W C 3 ' s  P o i n t  M a c K e n z i e  D a i r y  M a n u r e  

M a n a g e m e n t  S t u d y ,  a n d  it is h o p e d  t he G r a n i t e  M o u n t a i n / C l e a r w a t e r  C r e e k  

S t u d y  w i l l  be  as v a l u a b l e ;  n e x t  y e a r  t h e r e  w i l l  be l i t t l e  or n o  2 0 5 j  w a t e r  

q u a l i t y  p l a n n i n g  m o n i e s ,  b u t  p e r h a p s  s o m e  2 0 5 j f o r e s t r y  m o n i e s  in the 

f u t u r e ;  if t h e  C l e a n  W a t e r  A c t  is r e a u t h o r i z e d ,  t h e r e  m a y  be a p o s s i b i l i t y  

o f  n o n - p o i n t  s o u r c e  g r a n t  m o n i e s  to s t a t e s ,  B i l l  L e i t c h  w i l l  c o n t a c t  the 

b o a r d  if a v a i l a b l e ;  D E C  is b e g i n n i n g  A l a s k a ' s  h a z a r d o u s  w a s t e  m a n a g e m e n t  

p r o g r a m ,  a n d  v/ill h a v e  a r e i m b u r s i b l e  s e r v i c e s  a g r e e m e n t  w i t h  D G G S  in  the 

f u t u r e  fo r  h y d r o  t e c h n i c a l  s t u d i e s .
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P e d r o  D e n t o n ,  D i r e c t o r ,  D N R  D i v i s i o n  o f  M i n i n g ; P e d r o  e x p l a i n e d  t h e  s u r f a c e  

c o a l  m i n e  r e c l a m a t i o n  a c t  a n d  t h e  a b a n d o n e d  m i n e d  l a n d  r e c l a m e  '•.ion p r o g r a m .  

A l a s k a  n e e d s  to  e x p a n d  m i n e d  l a n d  r e c l a m a t i o n ,  i n c l u d i n g  p l a c e r  m i n i n g ,  a n d  

t h e  moi.t e f f e c t i v e  w a y  t o  a c c o m p l i s h  t h i s  is  t h r o u g h  d e v e l o p m e n t  a n d  

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

S o i l  S u r v e y : T h e  A S W C B  w i l l  i n v e s t i g a t e  o p t i o n s  t o  r e c e i v e  a  d e l e g a t i o n  of

a u t h o r i t y  f r o m  t h e  C o m m i s s i o n e r  of  D N R  f o r  A S  4 1 . 1 0 . 1 1 0 ( 1 ) ,  r e s p o n s i b i l i t y  

t o  c o n d u c t  s o i l  s u r v e y s .

C o o p e r a t i v e  A g r e e m e n t  w a s  e x e c u t e d  w i t h  H a r o l d  a n d  J a n e  N i e b e r g a l l ,  f r o m  

A n i a k .

A A S W C D : T h e  A S W C B  w i l l  r e q u e s t  v o t i n g  m e m b e r s h i p  i n  t h e  A A S W C D .

S B  4 0 6 ,  S B  4 0 9 : T h e  A S W C B  w i l l  w r i t e  a  l e t t e r  i n  s u p p o r t  of  b o t h  t he

g r a z i n g  p r e s e r v e  a n d  r i g h t - t o - f a r m  b i l l s .

T h e r e  b e i n g  n o  f u r t h e r  b u s i n e s s ,  t h e  m e e t i n g  w a s  a d j o u r n e d .

R e s p e c t f u l l y  s u b m i t t e d ,

E x e c u t i v e  D i r e c t o r
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Announcement of Senate Resources Committee Meeting

T h e  S e n a t e  R e s o u r c e s  C o m m i t t e e  w i l l  m e e t  t o d a y  a t  1: 3 0  in t h e  

B u t r o v i c h  Room.

T h r e e  b i l l s  w i l l  b e  b r o u g h t  b e f o r e  t h e  c o m m i t t e e :

^  S B  i a t i n g  t o  t h e  s a l e  of i n h e r i t e d  r e m o t e  ^

p a r c e l s "

S B  343 " r e l a t i n g  t o  p r o t e c t i o n  o f  n a t u r a l  

r a n g e l a n d s "

1 55 " r e l a t i n g  t o  t h e  s p l i t t i n g  a  

o f  a g r i c u l t u r a l  l a n d s "

I S

T h e  s p o n s o r  s u b s t i t u t e  f o r  S B  430, o r i g i n a l l y  s c h e d u l e d  for­

b e a r i n g  to d a y ,  h a s  b e e n  p o s t p o n e d  u n t i l  Frid a y ,  M a r c h  7th.

G  A T<TS

N t I  I  4 p > A ,  (r
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M arch  1, 1986

The Honorable Arliss Sturgulewski 
Alaska State Senate 
F'ouch V
Juneau, Alaska 99811 

Dear Senator Sturgulewski,

V.'e are writing to you in support of SB 155 for the consolidation 
of agricultural parcels at Foint Mackenzie.

Since it can only be beneficial for the state as a whole to 
develop its agricultural economy, we muct do everything we can 
rot to impede that development.

As the farmers at Point Mackenzie have shown, in the majority of 
cases it is cost prohibitive to develop a single ag-parcel. The 
logical solution, therefore, is to consolidate parcels thus the 
cost per cow is less; there is r. i need for as much equipment; 
operating costs would be less; and, labor and management costs 
reduced.

All of these factors could make the difference between a 
disastrous or a successful agricultural economy in Alaska.

Thank you for your consideration and support.

P.0. Box 60430 
Fairbanks, Alaska 99706
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February 28, 1986

The Honorable Arlise Sturgulewski 
Alaska State Senate 
Pouch V
Juneau, Alaska 99811 

RE: Support of SB 155

Dear Senator Sturgulewski,

I am concerned about what I have been reading in the newspapers 
about the development of fle state's agricultural economy.

The major problem facing all of the farmers seems to be MONEY.
The high cost of development of a single agricultural parcel is 
making it impossible for many of the farmers to meet the state's 
land contract requirernents--which means foreclosure.

This seems an unnecessary extreme since some of the development 
costs could be lessened by the state allowing consolidation of 
parcels. This would lower the front-end capital requirements for 
development because less equipment would be needed, fewer 
employees would be required, daily costs of operation would be 
cut.

Foreclosing on the farmers only means failure for the industry 
and the state--we need a solution to their problem and I think 
that consolidation of parcels could be that solution.

I would appreciate your consideration in support of SB 155. 
Thank you very much.

Very truly yours,

Linda S. Mechon 
12830 Summer Drive 
Anchorage, Alaska 99516
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The H o n o ra b le  A r l i s s  S t u r g u le w s k i
Alaska State Senate 
Pouch V
Juneau, Alaska 99811 

Dear Senator Sturgulewski,

I would like to voice my support for SB 155 which refers to the 
combining of agricultural parcels.

Since I am most familiar with the difficulties the farmers at
Point Mackenzie are encountering, I will focus on those. Some of
the farmers at Point Mackenzie have f( ’nd themselves lacking the 
capital required to complete development. They cannot meet the 
state's land contract requiremer.es for stocking cows and milking 
and, therefore, some are facing foreclosure.

Even if the single parcel development were to make it to 
completion and actually start production, the day-to-day
operating costs are so high and price for milk is so low that the
individual farmer.will struggle to survive.

The low price of milk, due to Matanuska Maid's financial
problems, means that the farmer needs to operate at a high level
of efficiency. SB 155 would allow the consolidation of parcels-- 
which would allow the needed cost efficiency in the development 
stage and also in the operational stage of Alaska's dairy 
industry.

As it is now without consolidation of parcels 1) the initial 
capital investment per cow is excessive-, 2) equipment needs are 
too costly; 3) labor costs are too high. With consolidation all 
of these costs would be reduced considerably.

I realize some of the faimers at Point Mackenzie have been able 
to meet the state's requirements without consolidating; however, 
many have not. Since each and every farm is so important to the 
industry as a whole within the state, I think it behooves us to 
do whatever we can to support them. This means supporting SB 155.

Thank you.

Cordially,
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F e b r u a r y  2 6 ,  1986

T h e  H o n o r a b l e  A r l i  ^ S t u r g u l e w s k i  

A l a s k a  S t a t e  S e n a ' ^

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  S t u r g u l e w s k i :

M y  w i f e ,  J o A n n ,  a n d  I p u r c h a s e d  P t .  M a c K e n z i e  A g r i c u l t u r a l  T r a c t  # 2 4  

o n  F e b r u a r y  14, 1984. F r o m  o u r  s t u d i e s  a n d  t h e  i n f o r m a t i o n  t h e n  a v a i l a b l e  

f r o m  S t a t e  a n d  F e d e r a l  A g e n c i e s  w e  f e l t  t h e  d a i r y  i n d u s t r y  i n  A l a s k a  " h a d "  

a g r e a t  f u t u r e ,  Y o u  m i g h t  s a y  w e  p l a c e d  o u r  f a i t h  w i t h  t h e  p r o g r a m  a n d  i t s  

f u t u r e .

A s  f a c t s  a n d  f i g u r e s  b e c a m e  a v a i l a b l e  f r o m  a c t u a l  d a i r y  o p e r a t i o n s  at 

P t. M a c K e n z i e  w e  f o u n d  o u r  o r i g i n a l  a s s u m p t i o n s  n o  l o n g e r  v a l i d  a n d  w e  l o o k e d  

f o r  m e t h o d s  to d e v e l o p  a d a i r y  t h a t  w o u l d  b e  f e a s i b l e .  W e  h a v e  b e e n  w o r k i n g  

w i t h  M r .  M i l b u r n  T u c k e r  o n  a c o n s o l i d a t i o n  w h e r e b y  g r e a t e r  e f f i c i e n c y  i n  

o p e r a t i o n s  c a n  b e  a t t a i n e d ,  t h e r e b y  m a k i n g  p o s s i b l e  a f e a s i b l e  d a i r y  u n i t .  W e  

h a v e  h e l d  o f f  o n  c o n s t r u c t i o n  of a s m a l l e r ,  l e s s  e f f i c i e n t ,  f a c i l i t y  p e n d i n g  

r e s o l u t i o n  o f  o u r  c o n s o l i d a t i o n  e f f o r t s  a n d  n o w  f i n d  t h a t  f u n d s  m a y  n o t  b e  

a v a i l a b l e  i n  t h e  r e v o l v i n g  f u n d  if  o u r  c o n s o l i d a t i o n  is n o t  a c c e p t e d .

W e  s t r o n g l y  u r g e  a p p r o v a l  o f  " S e n a t e  B i l l  155" f o r  t h e  f o l l o w i n g  r e a s o n s :

(1) T h e  c o s t  p e r  c o w  is  m u c h  g r e a t e r  i n  a  s m a l l e r ,  l e s s  e f f i c i e n t ,  f a c­

i l i t y  t h a n  a l a r g e r  m o r e  e f f i c i e n c y  o p e r a t i o n .  L o w  m i l k  p r i c e s  p u t  a n  

e v e n  g r e a t e r  p r e s s u r e  o n  t h e  d a i r y  i n d u s t r y  to b e  e f f i c i e n t .

(2) D u p l i c a t e d  f a r m  e q u i p m e n t  r e q u i r e d  w i t h  i n d i v i d u a l  s m a l l e r  f a r m s  

c r e a t e s  a  b u r d e n  o n  a n  i n d u s t r y  a l r e a d y  e c o n o m i c a l l y  b o r d e r l i n e .

(3) It  is d i f f i c u l t  to f i n d  c o m p e t e n t  f a r m  m a n a g e r s  a n d  h e l p  f o r  t h e  

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

(4) I t ' s  a  w a s t e  o f  S t a t e  m o n e y  to  s t a y  w i t h  o l d  i d e a s  w h e r e  c u r r e n t  

i n f o r m a t i o n  i n d i c a t e s  t h a t  l a r g e r ,  m o r e  e f f i c i e n t ,  d a i r i e s  a r e  b e t t e r  

a b l e  to  c o m p e t e  in t h e  m a r k e t  p l a c e .

W e  a p p r e c i a t e  y o u r  s u p p o r t  a n d  a n y  a s s i s t a n c e  y o u  c a n  g i v e  us.

G a ry  L .  S t r o m b e r g



A r l i s s  S t u r g u l e w s k i
C h a i r m a n  S e n a t e  R e s o u r c e  C o m m i t t e e

27 February 1986

O  •- '0 °

RE: S e n a t e  B i l l  155
S e n a t e  B i l l  120 
" P r o d u c t i o n  C r e d i t s "

D e a r  S e n a t o r  S t u r g u l e w s k i :

In  t h e  f a l l  o f  19 8 2  I w a s  o n e  o f  t h e  " f o r t u n a t e  o n e s "  w h o  w a s  s e l e c t e d  
in  the P o i n t  M a c K e n z i e  A g r i c u l t u r a l  L o t t e r y  as a w i n n e r  of a d a i r y  p a r cel. 
I n  t h e  i n t e r v e n i n g  3 1/2 y e a r s  a g r e a t  d e a l  h a s  h a p p e n e d  w i t h  o u r  p a r c e l  
a n d  s e v e r a l  o t h e r  p a r c e l s  at P o i n t  M a c K e n z i e  w h i c h  a r e  v e r y  p o s i t i v e  b o t h  
f o r  t h e  S t a t e  of  A l a s k a  as a n  e n t i r e  e n t i t y  a n d  s p e c i f i c a l l y  for the 
e c o n o m y  o f  the M a t s u - E o r o u g h  as w e l l  as t h e  c o n c e p t  of  r e n e w a b l e  r e c o u r c e s .

I n  19 8 6  J a m e s  F a r m s  w i l l  e m p l o y  9 f u l l - t i m e  i n d i v i d u a l s  as w e l l  as 1 
p a r t - t i m e  i n d i v i d u a l  t h r o u g h o u t  t h e  year. D u r i n g  t h e  s u m m e r  (h a r v e s t  time) 
w e  w i l l  e m p l o y  2-3 a d d i t i o n a l  i n d i v i d u a l s  and, in  total, w i l l  p r o d u c e  a 
p a y r o l l  i n  e x c e s s  o f  $ 2 5 0 , 0 0 0  d o l l a r s  p e r  y e a r  t h r o u g h  o u r  f a r m  a l o n e  
y e a r  in  a n d  y e a r  out. O u r  seed, f e r t i l i z e r  and fuel f o r  this u p c o m i n g  
y e a r  e x c e e d s  $ 1 0 0 , 0 0 0  all o b t a i n e d  t h r o u g h  A l a s k a n  v e n d o r s .  W e  w i l l  
p u r c h a s e  in e x c e s s  of  750 t o n s  o f  b a r l e y  f r o m  D e l t a  J u n c t i o n ,  A l a s k a  
h e l p i n g  to e v o l v e  t h e  a g r i c u l t u r a l  s c h e m e  c o n c e i v e d  i n  e a r l i e r  a d m i n i s­
tra t i o n s .  A t  t h i s  p o i n t  w e  a r e  f a r m i n g  in e x c e s s  of 1200 acres, m i l k i n g  
260 a n i m a l s  a n d  p r o d u c i n g  17% of M a t a n u s k a  M a i d s  m i l k  r e q u i r e m e n t s .  A l l  
a n d  all, s e v e r a l  o f  us a t  P o i n t  M a c K e n z i e  h a v e  m e t  a n d  e x c e e d e d  t h e  S t a t e ' s  
e x p e c t a t i o n s  w i t h  r e g a r d  to a g r i c u l t u r e  at t h e  P o i n t  a n d  our s u p p o r t  of 
o t h e r  a r e a s  of a g r i c u l t u r e  in t h e  S t a t e .

I n  t h e  l a s t  s e v e r a l  y e a r s  s i g n i f i c a n t  c h a n g e s  h a v e  o c c u r r e d  
t h r o u g h o u t  t h i s  state. T h e s e  i n c l u d e  c h a n g e :  in p o p u l a t i o n  i n c r e a s e s ,  
c h a n g e s  i n  t h e  p r i c e  o f  oil, r e n e w e d  e m p h a s i s  o n  l o c a l  h i r e  as w e l l  as 
a n e w  s e n s e  of f i s c a l  r e s p o n s i b i l i t y  in s t a t e  g o v e r n m e n t .  C h a n g e s  h a v e  
a l s o  o c c u r r e d  in  A l a s k a  a g r i c u l t u r e  d u r i n g  t h i s  s a m e  p e r i o d  u n f o r t u n a t e l y , 
w h i c h  r e q u i r e  a l l  of  us to r e d e f i n e  r e q u i r e m e n t s  a n d  p e r c e p t i o n s  to a l l o w  
i t s  o r d e r l y  g r o w t h  i n  a f i s c a l l y  r e s p o n s i b l e  m a n n e r .  In m a n y  i n s t a n c e s  
i n  t h e  past, a g r i c u l t u r a l  p o l i c y  w a s  n o t  b a s e d  u p o n  s o u n d  b u s i n e s s  s e n s e  
a n d  a t t e m p t s  w e r e  b e i n g  m a d e  to e v o l v e  t h i s  o n  t h e  b a s i s  of s o c i a l  a w a r e­
n e s s  o r  a s e n s e  o f  s o c i a l  need. I w o u l d  r e c o m m e n d  c e r t a i n  c h a n g e s  in o u r  
a g r i c u l t u r a l  p o l i c y .  T h e s e  w o u l d  i n c l u d e :

(1) P a s s i n g  S e n a t e  B i l l  155 to a l l o w  c o n s o l i d a t i o n  o r  s u b d i v i s i o n  of 
a g r i c u l t u r a l  p l o t s  as e c o n o m i c  n e e d s  d i c t a t e .  A t  P o i n t  M a c K e n z i e  
I. a m  t h e  o w n e r  of t r a c t s  28 a n d  29. O n  t r a c t  28 a 260 c o w  d a i r y  
w a s  b u i l t  w h i c h  w o u l d  h a v e  f u l f i l l e d  t h e  r e q u i r e m e n t s  f o r  b o t h  tracts, 
h o w e v e r ,  b e c a u s e  of  o u r  p r e s e n t  S t a t e  p o l i c y ,  a s mall d a i r y  w a s  b u i l t  
o n  29 also. T h is, I b e l i e v e ,  is a n  u n n e e d e d  a n d  w a s t e f u l  u s e  of 
r e m a i n i n g  e c o n o m i c  r e s o u r c e s  and is, to me, a n  i l l - c o n c e i v e d  s t a t e  
r e q u i r e m e n t .  T h e  r e m a i n i n g  p a r c e l  o w n e r s  at M a c K e n z i e  s h o u l d  h a v e  
t h e  o p p o r t u n i t y  of c o n s o l i d a t i n g  t h e i r  p a r c e l s .  T h e  u n f o r t u n a t e  
p e o p l e  at  D e l t a  s h o u l d  a l s o  h a v e  t h e  o p p o r t u n i t y  -f s u b d i v i d i n g  
t h e i r  p a r c e l s  i n t o  p e r h a p s  b e t t e r  e c o n o m i c  u n i t s  i, ,ed o n  r e a l i t y  
r a t h e r  t h a n  s t a t e  s t u d i e s .



(2) I b e l i e v e  t h a t  p r o d u c t i o n  c r e d i t s  w o u l d  b e  h e a l t h y  for the 
e n t i r e  agricultui.. c o m m u n i t y  as i t  p l a c e s  so m e  v a l u e  o n  i n d i v i­
d u a l s  w h o  a r e  proc , ug a n d  f o l l o w  t h r o u g h  w i t h  a g r i c u l t u r a l  
p r o d u c t i o n  i n  thi^ ;te. I t  d o e s  l i t t l e  o r  no  g o o d  to c l e a r
10, 000 a c r e s  a n d  ha\ t h e m  g r o w  u p  in f i r e w e e d  a g a i n  in c o n t r a s t
to the i n d i v i d u a l  w h o  p l a n t s ,  h a r v e s t s  a n d  s e l l s  1,000 o r  2,000 
a c r e s  of b a r l e y  c r e a t i n g  n e w  i n d u s t r y  a n d  n e w  jobs in th i s  state. 
T h e  l a t t e r  is of  v a l u e ,  t h e  f o r m e r  is i l l - c o n c e i v e d  p l a n n i n g .

(3) S e n a t e  B i l l  120 o f  c o u r s e  is t h e  a g r i c u l t u r a l  o m n i b u s  b i l l  w h i c h  
is " h o u s e k e e p i n g "  f u n c t i o n s  f o r  t h e  D e p t ,  o f  A g r i c u l t u r e  as w e l l  
as p r o v i d i n g  so m e  i n c r e a s e d  f l e x i b i l i t y  i n  d e a l i n g  w i t h  a g r i c u l­
tu r a l  i s s u e s  a n d  p o l i c i e s  as t h i n g s  e v o l v e  in t h e  n e x t  s e v e r a l  
years.

M a n y  o f  us w h o  are s e r i o u s  a b o u t  m a k i n g  a g r i c u l t u r e  s u c c e e d  i n  this 
s t a t e  are n o t  l o o k i n g  for h a n d o u t s ,  f u r t h e r  b u r e a u c r a t i c  i n v o l v e m e n t  
i n  the s y s t e m  n o r  a r e  w e  l o o k i n g  f o r  a s h o u l d e r  t o  c r y  on. W h a t  w e  
do  need, h o w e v e r ,  is good, sound, e c o n o m i c a l l y  r e a s o n e d  a g r i c u l t u r a l  
p o l i c i e s  for t h e  f u t u r e  w h i c h  t r a n s c e n d  a d m i n i s t r a t i o n  a n d  at the same
t i m e  a r e  a b l e  to d e a l  w i t h  t h e  u n f o r t u n a t e l y  i l l - c o n c e i v e d  p l a n s  of
t h e  past. T h a n k  y o u  for y o u r  a s s i s t a n c e .

Y o u r s  s i n c e r e l y ,

J. Michael- J a m e s ,  M.D.

/sf

cy: E s t h e r  C. W u n n i c k e
J a l m a r  N. K e r t t u l a  
B i l l  H e i n
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J o s e p h  P a t r i c k  C a n g e

C e r t i f i e d  P u b l i c  A c c o u n t a n t

B O X  4 - B 4 7  

A N C H O R A G E .  A L A S K A  0 3 3 0 9

T E L E P H O N E  ( 3 0 7 )  3 4 4 - 5 0 0 0

M A R  3  1 9 8 6

Arliss Sturgulewski 
Chairman Resources Committee 
Alaska State Senate 
Pouch V
Capital Building 
Juneau, Alaska

Subject: Senate Bill 155

Dear Arliss,

Pursuant to a conversation with you on the 21st of February,
I am submitting herewith my thoughts regarding the merits 
and the importance of SB 155 to the Alaskan agriculture industry. 
In the most basic terms, this is a bill that provides a mechanism 
for DNR to combine and split agriculture parcels if it is in the 
public interest, if it encourages the development of the state's 
agricultural resources and if it prevents ecoi omic wat <_e. SB 155 
permits decisions to be made based upon the economic realities of 
the times.

I believe that the only way this industry can survive without 
continuing state subsidies is by all of us supporting those 
policies that make economic sense. In the DNR Special Report to 
the Governor dated November, 1983, entitled AGRICULTURE IN 
ALASKA: A PLAN FOR THE FUTURE, it states:

"Our conclusion is that the state's goal for 1990 
should be to diversify and strengthen the state's 
economy by increasing the availability of competi­
tively priced Alaska food products. This can be 
accomplished through pursuit of the following 
objectives: Encouraging expanded production of 
competitively priced farm products from existing 
agricultural lands."

In the DNR Special report to Governor Sheffield dated March, 
1985, entitled DEVELOPMENT OF AGRICULTURE IN ALASKA, it states;

"The primary opportunity for development of 
Alaska agriculture is to meet in-state needs 
since relatively large markets are available.
In order to meet this market opportunity, the 
following objectives have been developed as 
the basis of programs and plans of the Division 
of Agriculture: Encourage expanded production of
competitively priced farm products from existing 
agricultural lands in Alaska."


