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OUTSPOKEN
MAVERICK

The ;mage makes Harold Hemze one ot Alaska's best-known leaders

Dy Bill Stephens

T he Irim silver et Mies over

MI. McKinley hallway from

Anchorage lo Pruohoe Already.
ARCO Alaska PresiJeni Harold Hemze
has met with one lieutenant over a
newspapei article with another aoout
this morning's scheduled talk to
Prudhoe employees, and hes s'arting a
lhird airborne meeting about the t987
budget.

Earlier, he had attended a community
breakfast. At the North Slope, after
meeting with employees, Hemze will
observe unloading of the summer's
sealift, then hold a press conference
Tonight, he and his w.fe will attend the
theater.

A busy day for Hemze 3ut fairly typical

Hemze. 43. leads ARCO Alaska Inc.
(AAI) at a challenging time. Many think
this energetic, outspoken maverick is
the right leader for now.

Falling prices have dropped AAI profits.
More investment s needed to fully
develop the North Slope, including the
giant Prudhoe field, do: money is fight
and Prudhoe co-owners disagree on
future development, Employees are
apprehensive about cutpac-.s increased
state oil taxes loom.

Hemze is the pomt man on all these
-nts Urging current austerity and

tore planning. Hemze is popular with
employees. A tireless community leader,
hes made the companv a political force,
hecoming Alaskas best-known oii man

A wiry chairismoker Hemze does not.
at fust glance, strike a commanding

presence But when ne starts talking.
,0u notice His powerful voice serves
nun well at the podium or m the
Dcardroom His mind is sharp, and he
moves ‘aster than an Arctic jack r.appit

Says an industry colleague 'He looks
like a teenaged hayseed, but scon, you
recognize hes no -ud. no hayseed '

Colleagues marvel at his energy. One
morning last winter, while he was
suffering from a cold. Hemze was out
wavmg a United Way banner on a street
corner before work He attends three
community breakfast meetings and two
evening functions per week. He travels
constantly Bui at the same time, he
maintains a private personal life His
wife V'Cky says tneir family life hasn't
suffered from his success

Heinze holds no regular siaff meeting,
ignores organization charts, and hates
paperwork. His personal filing system
consists of a four-foot stack of paper.
He's too busy to worry about keeping
files,” says secretary Sherre Jones.
Besides, hes got everything filed in his
nead ' He disdains trappings, driving a
camper to work and eating m the
company cafeteria His hobbies, which
are solitary, include computer war
games, monster movies and science
fiction

Hemze has flair At a long-winded
budget goals meeting, Hemze whipped
out a piece oi caper, npped off a small
corner and held 4 up 'We snouid be
able to write cur goats on this." ne said,
smiling "It's .not ail that complex Oil
prices are the pits We've got to cmch
pennies now without sacrlcmg cur
future *

At a Unded Way kick-oll lunch Heinze
dressed as Robin Hoed To dramat ze
oil industry talks to local scnooi -.'ds,

he has dressed as a sheik

Hemze has oecome a pubkc hgu'v
paniy oecause he's cutspooen and
'eisly At a conference. Alaska Govern:-
Sheffield took some digs at the oil
industry and cited some mcorrect
reserve figures. Heinze,

the next speaker, counter-

attacked and corrected

the Governor. In Juneau,

| union picketers. oDiectmg

to oil industry local hire
policies, hlocked Hem,

path With TV cameras

rolling. Hemze engaged
the t'ggest picketer in a
debate.

He's also a "techie." a

child of the TV and com-

puter age who stunned

his financial staff by fig-

uring out overnight on his

home computer the financial impact of
a prce drop.

The plane touches down at Pruorce.
and Hemze takes the shuttle to me
base camp. It's ramy and cold The
case camp conference room tills with
employees

"l came here." Hemze tells them
because of employee anxiety accut
culs. We did some s'reamimmg to ;a.e
lobs, and we froze wages because the,
were cut ot wnack But | have no olher

snce to drop.”

Says one operator "We're turmrg cut
twice the work with half the peer --



Zlith ail the changes we wcerder 1:res
i still a peopie-or entea or-can.
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Alter ludh. Hemze heams ¢ 0.5 mr
Prudhoe docks It's drizzling "arder now
and he slips on a wateroroct coat The
bus passes a trailer transport ng a
3000-ton module At me dec* Hemze
inspects huge, just-unloaded modules

Heinze cavs falling oil prices nave
forced ARCO to re-evaluate ts rapid-
development thmKing A decrsori was
made to temporarily delay Norm Slope
development drilling m order to tmisn
the sealift.

‘We've put off part of our future."
Heinze says, but we naven! given t
up. We'll be in these fields a long fme
Their value will come oacx and we
need a cor? of folks
working on ong-term
things like reservoir
studies.

"We need long-term
development, out we can
wait,' ne acds, Right
now. we need to figure
out what to do m tms
lew once world We will
not have a targe capital
program m 1387 Well
defer tnmgs and figure
out which protects we
can afford now '

Lt at trepress conference m the
Prudhoe base camp auditorium, rleinze
says this sealift -epresents a maturing
of North Slope oil Seles.

Why is this ihe last major seai*ft7
a reporter asks

"We've now finished me r anred
development of Pruchoe. and no :mer
pieces have been approved Because
prices are tow, our motivation to move
fast <snt great But alter a lull
assuming Alaska's investment climate
remains stable, there wit be e g
sealifts agam.

e mredts s

Heinze grew 10 on Long Island. His
‘ether 3 career personnel man with
ARAMCO. says his oldest son was
ngn-spinted and tmea math and
science. Voung Harcid ouilt model
ai'pijnes. an alarm system that wo«e
him up to his favor te TV science shew,
end a babysitting alarm system for h<s
brother s crib

Influenced by ms father. Harold studied
petroleum engineering at the Colorado
School of Mines, where he was almost
expelled for helping dismantle a rival
school s sign However. Hemze went on
to oe first in his maior and student body
president At that time, ne met future
wife Vicky, a bookish, independent, well-
traveled Army brai wno would prove an
ideal mate

In 1968. after military service, a crewcut
Hemze went to work 'or ARCO m
Midland, Texas. "I had read about RO.
Anderson and liked wnat he was doing,"
he says His goal was to be engineering
manager m Alaska or Australia.

That same year. ARCO made the
Prudhoe discovery As a nmt to his
M.dland oosses of ms desire to move
to Alaska, he wore a parka around the
office, and m 1969. the Hemzes arrived
n Anchorage

Hemze was one of four young engineers
assigned to devise a Prudhoe reservoir
strategy, the foundation for
development. "It was exciting,
pioneering work." he recalls.

it was also tough Between 1969 and

t970. Hemze spent mucn time in Dallas, |

working through the night on computers.
But the time in Alaska. Hemze says,
was a time ol frontier closeness, parties
and touring backrcads

Recalls Chris Wcessner. one of the
‘cursome  Harold was the smartest,
hardest working guy around. We all
knew wed work for nun some cay,l

But the young engineers were frustrated
m theu des.re to implement their plan
wren p.pelme construction stalled. Sc m
1972 me Hemzes sold their Bronco,
painas and snow srovel and moved

to Dallas where Harold took an
engineering staff Job in 1973. he was

called 'o Alaska. ull mate . cot
"ead o! Norm S'~ce eng.r.ee' rg
he ‘etamed m.reugn me '97°
startup Dufng mis per-od -e- ze
helped snaoe feid deveicpmem

One former colleague calls Hared
'mewie' olD,udhoe Pec 15 ~i,.
Mcrgaard ms supervisor --lkciO --;
work nan on ms transit on m -0-
because ms nctmaton was to :: ' m
joo mmseif He learned

From 1979 to 1983. Hemze wc'-ez
Los Angeles, Dallas and 'uisa ' '93;
when the top Alaska joo eve :po- 1
told Vicky. It wonthe me ' The e*
day, he was offered the job and
accepted

Hemze quickly estaDlished ""see::
Says one colleague: "Harcid ; an
engineer s engineer He's d

| dynamic, volatile, ana so m'rc.vedgev;

about Alaska that .I can oe -niimida"
Says another: "He expects a cv-
gives you considenoie freedom

He also began buiidmg an emp c.re-
oriented 'eputation Eve". *w: wee-?
AAI flies one of its two 77'"; *o Seat' -
for maintenance. Hemze :e:ce;
offer the unused seating space
employees on those flights Cne '

he cancelled ms afternoon appc "~ -
to sit in on an accounting oeoa""'-2-
rap session He regularly contacts

hospitalized employees.

Hemze's ouoiic service is impress.e
When ne learned of problems sc~"
employees nad securing day care
family members, he helped create

a dependent care task force n
Anchorage. He led the iQ9~ Alas-a
United Way drive to a ncord As
cnairman ol the Anchorage Chare*
of Commerce Crime Commission -
wagmg a war on drugs "It's hard
turn down requests for my ' me
Hemze admits.

Tne day after Hemze s North S'nce
he accresses the Civic Action
(CAP) group m Ancnorage So -a
employees Sign up that 'ne meet
held m tne huge AAI loohy

‘Il you add mcreased taxes to
cnces nesa>s  wecant** 1
Aias«a Simply has fo spend ess



He adds: We need lo ‘lex our political
muscle We re the targesi private
employer m the state. People xncw
we've got a loaderl jun Tney don:
know yet |its a Sian* ;r a Silver outlet.
They will see the croc' -n this elect:cn

Tha* evening, driving to a CAP
baroeque. Hemze sa.s -VPCO -as'a
had previously rarely cncsen s.qes or
taken direct puolic positions. "Aoout
a year sgo. | began to leel we had to
become more outspoxen” So last fall.
APCO did TV commercials aoout tne
tax ssue. One included Heinze at the
North Slope, looking, he says, "like

a parxa salesman

AAl is aggressively endorsing fiscal
conservatives. "This has high risk."
Hemze admits. "Alaskans take their
politics oersonally. so we may alienate
some people. But it's worth the risk,
am skatmg at the ecge of partisan
politics We have oecome activist,
outspoken fiscal conservatives, but
we have not abandoned our social
conscience, and CAP <s il
bipartisan."

Alone at night m his computer
room. Hemze tackles tne Germans
i.mn electronic Battle of the
Bulge. He moves the warriors
around the screen. Because he
grew jo virtually as an only child,
he enioys time alcne. Despite ms
puciic profile, he considers himself
an mtroveri. Alter dinner. Heinze
says he thinks people limit them-
selves too much he enioys
stretching himself m many areas,
and nes never felt ms C'eativity
threatened in a pig company

Hemze likes to see himself as
apcroachaple. touch, fair, energetic and
flexible. He admits ‘o cultivating an aura
of unpredictability and to impatience His
success, he says s due to hare work,
geed teachers ana timing He admits

to normal 3pprehens.cns out says hes
at peace with himseil caieerwise

Hemze doesn't 'eei nes a

workaholic, but the next day Friday ne
will visit a remote mme. On Suncay. ne
will fly to South Alaska to meet author
James Micnener, wnos working cn an
Aias*3 coc* Saturday, mere wo
procacly be tn | 'or -est Acnarce

to 'e-wm the D ttle of tne Bulge O

hjrac “?~el v .
cevsr; jI'v yel
Ctec'+ se fe~ e’
hervses * t* ¢— |
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By Paul Laird

ARGINAL, If you haven't done so already,.

get used to the"word. Like Mary Lou

Retton chirping, "It's supercharged,”
you'll hear it with monotonous regularity while
you're watching TV. It willjump off the page while
you're reading the .newspaper. U your livelihood de-
pendson the wall being of the Alaskan oil industry
(and whose doesn't?), it may even haunt you in your
dreams.
» It'sa one™word synopsis of the future of oilfield
developmentin the state,and itwill permeate every
bottom-line decision of whether to explore, where
to explore, whether to develop and how to develop
for years to come. In many ways, it could drive the
future of the entire Alaskan economy.

"Marginal,” predicts one analyst, "will be the }V V eV *oyy < Mee¥, *7%e
buzzword of the Alaskan oil industry for the rest of "
the '80s and well into the '90s." ft? \ e A mr>
What force, what stroke of fafe .will imprint
“marginal"on the Alaskan consciousness alongside. Bif —coV e ' COTA Y

"Where's the beef?” and “Well excuuuuuuse me?" A
simple realization: There may never be another

Prudho'e Bay. | V I'.VVA:-" : A o

At least in the foreseeable future, oil industry J &t At &
revenues will depend on extending the productive ;\# E‘uk v >
life of the giant prudhoe Bay field and finding cost- . . V.*e > n '

effective waystodevelop "marginal” fields that pose
higher costs in the face of lower yields and lower
prices.

“Overthe next 10 years, we probably won't be so
lucky asto find another Prudhoe Bay oreven another
Kuparuk," says George -Nelson,* president of Sohio
Alaska Petroleum Co. "Marginal fields will make the
difference, and compared to Prudhoe Bay and
Kuparuk, they'll be very small and very expensive."

A number of variables will determine whether
"marginal” translates into marginally profitable or
marginally unprofitable and shape the Alaskan oil
industry of 1-996. &

Both the industry and the state are at the mercy
of the most importantof these variables-the price
of oil on whrld markets. With prices sagging and
experts projecting stagnation and further declines
for the remainder of the decade, exploration and
developmentin Alaska almost inevitably will suffer.

, 20 ALASKAUUSINLSS MONTHLY
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Cinwiv's Mihic Point ynitlitclion facility is
fm iiwil by llie [im jnis 1ITi-milc >il>clinCivi
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While the fruits of today's explora-
tion in Alaska won't be realized until
the 1990s, when prices are expected to
rebound, the sagging prices are put-
ting a squeeze on the cash flow ofeven
the large multinationals dominating
the industry in Alaska.

Since exploration largely is fi-
nanced outofcash flow, thatsqueeze is
placing new limitations on the level of
exploration today and inevitably will
he felt in the level of development and
production well into the '90s.

Says Warren Shimmerlik, vice
president and domestic oil analyst in
the New York office of Merrill Lynch,
Pierce, Fenner & Smith, "If prices fall
sharply, itcould set North Slope explo-
ration and development back as much
as five years." Corporate restructuring
to ward off hostile takeovers also is
reducing the amount of capital avail-
able for exploration.

This two-pronged attack on cash
flow is forcing weaker companies out
of the market altogether and dictating
that even the better-capitalized survi-
vors reassess the potential benefits of
high-cost, high-risk, high-yield Alas-
kan prospects versus the relative
safety of lower-risk, lower-yield pros-
pecting elsewhere. Phillips Petroleum
and Marathon Oil both have pulled up
their Alaskan stakes in recent months.

Harold Heinze, presidentof ARCO
Alaska, calls the trend toward lower-
risk investments “high grading" and
says he's "never heard of any form of
high grading that favors Alaska. If
Alaska can maintain its share of explo-
ration and development in this climate,
it will be doing well."

Despite Alaska's prevailing preoc-
cupation with oil prices and their
impact on stale revet cs, there are a
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numberofnon-price variables that will
dictate the extent to which oil compan-
ies can minimize the cost side of the
investment equation and maximize re-
turns on their oilfield investments.

They range from technological and
engineering advances to taxation and
the availability of acreage for wildcat-
ting. In the climate of stagnant or
falling prices that's expected to prevail
for the remainder of the '80s they’ll
play an even more crucial role in mold-
ing the industry of the '90s.

While declining prices have de-
pressed profits, returns have been
shored up by ever-improving technol-
0gy. Lower prices have added a new
urgency to developing new technolo-
gies that cut costs. “Many of the ad-
vances have been through experimen-
tation, and that offers good returns
without high-costresearch," says Mer-
rill's Shimmerlik.

D rilling costs have fallen
substantially in recent years

hecause of new drilling tech-

niques and equipment, and drilling

advances in the Arctic have been partic-
ularly dramatic. Horizontal drilling pio-

neered by Sohio enables companies to
maximize recovery while cutting back

on the number of drilling platforms re-

quired. Amoco now uses computer
modeling and satellite communications
to monitor and direct operations on its
Navarin Basin rigs from Tulsa. Mobile
and reusable offshore platforms have
replaced expensive gravel islands for
some projects.

“Technological advances will con-

tinue regardless of oil prices," says
Heinze. He says North Slope drilling
operations that once took 30 days to
reach permafrost, 30 days to reach

well depth and another two weeks to
move the rigs now take a day to reach
permafrost, two weeks to reach well
depth and 15 minutes to move rigs
because advances have made rigs
more compact and efficient.

Reducing the time between com-
mitment of funds for a project and
payback will be increasingly impor-
tant in cutting costs. ARCO reached
peak production of 250,000 barrels a
day at Kuparuk nearly ayear ahead of
schedule.

Conoco was able to launch produc-
tion at Milne Point northwest of Ku-
paruk and Prudhoe Bay in arecord 21
months from project startup by per-
forming preliminary engineering in-
house and by assembling and testing
much of the equipment and many of
the facilities in the Lower 48 before
they were barged to the North Slope.

Milne Point, the first of the new
generation of marginal fields to begin
production on the North Slope, is esti-
mated to have 100 million barrels of
recoverable reserves. That compares
with about 10 billion barrels at Prud-
hoe Bay.

Al Hastings, Conoco's Alaskan Op-
erations safety, regulatory and ex-
ternal affairs director, says prelimi-
nary engineering was under way be-
fore the project had received formal
regulatory approval to speed up the
development phase. "Without even-
tual approval, the money we spent on
the preliminary engineering would
have been wasted," he admits.

But because of razor-thin margins
on the project. Conoco had to shave
time wherever it could. “We knew we
couldn'tafford tostretch out the devel-
opment phase." he says. Conoco also
was able to reduce development time



by piggybacking the environmental
impact studies that were conducted for
nearby Kuparuk and Prudhoe.

Unlike the Sohio and ARCO base
operations complexes at Prudhoe,
Conoco's "Starship Milne” comﬁlex
emphasizes a "no-frills" approach to
design. Contractors and company em-
ployees are housed in separate wings
of the same structure, and there are
common recreation and dining areas.

H astings says Milnis also
has much less redundancy in
its monitoring and production

systems than Prudhoe, and Heinze

says thats happening with other proj-

ects as well.

"We're designing a lot closer (to
actual requirements) and taking more
reasonable risks," says the ARCO
Alaska president. "With Prudhoe Bay,
there was so much riding on getting
the field into operation that we had to
include a lot of backups and build in a
lot of extra capacity. Now that we
know more about how things work, we
don't have to do as much of that."

With the uncertainties and ex-

penses involved in exploration, pro-

ducers will place growing emphasis on
enhancing recovery from existing
wells and improving the economics of

developing known reserves. Thai's al-
ready resulted n secondary and ter-

tiary recovery investments at Prudhoe
Bay, and Sohio’s Nelson predicts there
will be ongoing investment in Prudhoe
recovery.

"With 23 billion barrels of oil in

place in the formation, there's abso-

lutely no doubt we'll spend more to get
the other 13 billion out once we've
gotten the first 10," vows the Sohio
Alaska chief.

John Lichlblau, president of the
New York-based Petroleum Industry
Research Foundation, says a price re-
bound inthe early '90s also will provide
much-needed capital for development
of the 25 billion-barrel West Sale Sands
formation atop the Sadlerochit (Prud-
hoe Bay) and Kuparuk formations on
the North Slope.

Scott Hawkins, corporate econo-
mist at Key Bancshares of Alaska,
says the emphasis on recovery and
production will result in higher well
maintenance expenditures in the '90s
and make production more labor-
intensive.

That will result in more business
opportunities (or service companies.
At the same time, however, computer
advances will reduce manpower re-

quirements in other areas of oilfield
operations.

In another segment of the industry,
the trend toward more in-state refining
capacity already under way with
Tesoro's refinery expansion on the
Kenai Peninsula, Mapco’s expansion
inNorth Pole, PetroStar's new refinery
in North Pole and another refining
facility planned for Fox will continue
into the '90s as Alaska’s infrastructure
develops and its population grows.

Most experts agree, however, ex-
ploration and development will con-
tinue to play a prominent role in the
future of the Alaskan oil industry.
Despite higher costs, Alaska holds the
lure of higher yields.

Some observers cite multimillion-
dollar exploratory disappointments at
Mukluk Island and elsewhere in
Alaska as evidence the industry soon
will tire altogether of the high risks
Alaskan prospects pose, but industry
executives say the industry will con-
tinue to prospect in Alaska as long as
government makes acreage available
under reasonable terms.

Says Heinze, "We'd all feel better if
the results of some of the exploration
were more encouraging, but the lack
of success in some areas doesn’t spoil

other areas of the stale. People in the
industry blunted their picks in the
North Sea for 10 years before they got
their first commercial find, but once
they unraveled the mystery, it was
easy. We have to remember that with
the (Outer Continental Shelf). The first
find at Prudhoe Bay#ust came easy."

Adds Nelson, "Ot the 500 million
acres of good prospecting left in the
United Slates, 300 million of them are
here."

In the absence of a second mega-
find the magnitude of Prudhoe Bay,
however, existing pipeline infrastruc-
ture will play a prominent role inchart-
ing the course of exploration and
development in the state. It's no coinci-
dence that North Slope development
began with the giant Prudhoe Bay
field and gradually has worked its way
west to Kuparuk, Milne Point, Lis-
burnc and lindicott.

Transportation costs are a key com-
ponent in the economics of developing
a field, and the expanding pipeline
network along the North Slope com-
bined with the original Trans Alaska
Pipeline System from the Slope to
Lidewater at Valdez enhance the eco-
nomics of developing any reserves
close enough to feed into the existing
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network. "The proximity of the Kitpar-
uk line was an important factor in our
decision to proceed with Milne Point,"
says Conoco's Hastings.

By maximizing use of existing pipe-
line infrastructure, owners also maxi-
mize returns on previous pipeline
investments.

Hawkins says because of the impor-
tance of transportation costs in dcter-

'ng the economics of developing a

spect, the outlook is bleak for ex-
tensive activity in remote areas like the
Gulf of Alaska and the Bering Sea in
the absence of a major breakthrough
in transportation technology. "In the
1990s, we'll think of wildcatting in the
Bering Sea and the Gulf as things from
the ‘good old days,'” he predicts.
“There just won't be money for high-
risk wildcatting."

1le predicts lower drilling costs and
existing infrastructure in Southcentral
will spawn a new breed of indepen-
dents interested in exploring and de-
veloping Cook Inlet prospects, partic-
ularly as wildcatting opportunities in
the Lower.48 fade.

0 THERS, HOWEVER, SAY that’s
unlikely unless independents
form consortia to bid on and

prospect tracts. Says Nelson, "Smaller

companies can't stand the heat of tying
up their money for 10 to 12 years

through leasing, environmental im-
pact studies, exploration and develop-

ment. The little guy doesn't have the
cash flow to tie up his capital that
long.”

The Sohio Alaska president and
others in the industry say government
ultimately will determine the state's
future role in petroleum exploration
and production. Keys will be tax and
regulatory climates and tne availabil-
ity of acreage for prospecting.

“The foci of the industry over the
next 10 years will be to find more oil,
primarily north of the Brooks Range
and in the Cook Inlet region, and to
improve recovery," states Hawkins.
“There will be no downturn in activity
north of the Brooks.

“But that assessment is based on
the political assumption that the tax
climate will remain stable. This is
going to sound like a political state-
ment, but it's an economic reality: If
the legislature increases taxes on the
oil industry again, we'll have a con-
tracting industry."

Nelson is more blunt. "With new
taxation, exploration will cease,” he
says. "When the tax climate is con-

stantly changing, you can't calculate
the economics of a project.”

While the issue probably isdead for
1986, the Alaska Legislature is pon-
dering whether to return to an oil and
gas tax program that was adopted in
1978 and then largely was reBeaIed in
1981 (Sec story beginning on Page 34).
Under the 1978 program, companies
paid taxes to Alaska based on the
percentage of overall corporate profits
attributable to Alaskan production.

Separate accounting was aban-
doned in 1981 after a U.S. Supreme
Court decision hinted the formula
could be unconstitutional. Since then,
however, its constitutionality has been
upheld. A bill to resume separate ac-
counting was introduced by Rep. Al
Adams, D-Kotzebue, during the legis-
latu js 1985 session.

A former commissioner of the Alas-
ka Department of Natural Resources
and stale energy director, Jack Rod-
erick, maintains taxation will have no
impact on exploration. "What we
really need to keep some momentum is
a discovery," he says.

But the Key Bancshares economist
says reinstituting separate accounting
will send a signal to the oil industry
that the lax climate in Alaska is unsta-

ble, and that will spur contraction.

"The negative impact will come
two-thirds from the uncertainty the
change causes and one-third from the
additional taxes," he says. "With a field
the size of Prudhoe Bay, the industri
could live with a higher degree of ris
and uncertainty, but marginal fields
don't hold the promise of the huge
returns of Prudhoe Bay."

The separate accounting issue may
be used as a lever for local hire propo-
nents in the legislature to pressure oil
companies to pressure contractors to
adopt hiring policies favoring Alaska
residents, but there’s speculation a re-
turn to separate accounting in a cli-
mate of falling prices is unlikely.

Economist Andrew Safir, president
of Los Angelcs-bascd RECON Re-
search Corp., says declining oil prices
may actually result in pressure on the
state to reduce taxes and its royalty
share to encourage production. "With
prices declining, some companies may
find taxes and royalty payments too
high to produce,” he says.

Adds another industry analyst,
“There’s no law that says the industry
has to pump anything through the
pipeline."

Several industry experts say Milne
Point production and production from
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[lic Lisburuc and Endicott reservoirs
scheduled lo begin in 1987 and 1988
becomes uneconomic as the wellhead
price of North Slope crude (the spot
price minus negotiated transportation
charges) approaches $15 per barrel.

The por-barrel wellhead price had
stabilized at between $1(1.50 and $17
late in 1985, but that $15 barrier was in
imminent danger of being pierced in
the midst of pricing turmoil earlier this
year when OPEC announced it would
drop prices to regain market share.

Conoco officials say their decision
whether to invest $700 million in three
additional phases of Milne Point will
hinge in part on whether the state
grants the company’s request to
reduce its royalty surcharge from 20
percent to the standard 12.5 percent
assessed on other production. Royal-
ties on Milne oil were increased in
exchange foran extension on leases on

the tracts.

Loss of the federal depletion allow-
ance and the investment tax credit will
further dampen the economics of
Alaskan oil investments, but analysts
sa?/ neither is likely to play a pivotal
role inacompany's decision whether to
proceed with a project.

Equally important in charting the
future of petroleum exploration and
development in Alaska will be the
government's stance on making acre-
age available for wildcatting. Heinze
says unless the state adopts a plan for
assessing its subsurface resource po-
tential and encourages prospecting,
exploration activities will gravitate
toward Native and federal lands.

"Once the state leases acreage, it
almost schizophrenic about allowing
exploration,” says the ARCO Alaska
president. "The state is falling so far
behind the federal government and the
Native corpora'ions in assessing re-
source potential on their land that it’s
almost scandalous. The Native corpo-
rations know a lot more about their '10
million acres than the state does about
its 100 million.

"The state gets paranoid about
allowing too much exploration, but it
needs to be paranoid about not setting

WE KNOW PETROLEUM
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aside enough acreage for exploration
purposes.”

ARCO and other oil companies are
involved ina number of joint ventures
with Native corporations to prospect
for oil and other resources.

Experts say Congress will set the
lone for future prospecting on federal
lands in Alaska in 1987 when it decides
whether lo allow exploration in the
Arctic National Wildlife Refuge. Ana-
lysts say the inch. exy believes recover-
able reserves from the reserve could
be the largest in Alaska since Prudhoe
Ray; in some areas of the refuge, oil
literally seeps from the ground.

During a recent symposium on
Alaska’s petroleum future sponsored
by Alaska Pacific University, a former
picsident of ARCO Exploration Co.
and senior vice president of Atlantic
Richfield said Alaska faces new com-
petition from China in attracting ex-
ploration investment dollars.

“The new administration (in China)
is aggressive in pursuing foreign in-
vestment," said Harry Jamison, who
was Alaska manager for ARCO when
oil was discovered at Prudhoe Bay. Ina
bid to increase offshore production,
China isopening up more than 700,000
square miles for foreign exploration.

"Other places with Alaska-scale po-
tential are reacting a lot better to lower
oil prices," adds Heinze. He predicts
every multinational petroleum com-
pany will be represented at a confer-
gnce on investment opportunities
scheduled for December in China,
"and 1bet it won't cost China a lot of
money to find out what it really has."

Alaska also is competing for the
exploration and development invest-
ment dollar with prospects in the
Canadian portion of the Beaufort Sea.

T he costs of complying with
federal, state, municipal and
borough regulations will be

more significant in determining the

economics of marginal field develop-
ment as well. Nelson says Sohioand its
partners in the Endicott project, ex-

pected to yield a maximum of 100,000

barrels a day, will spend between $!

million and $5 million annually to mon-
itor the Endicott causeway.

Warren Hairford, Alaskan opera-
tions manager for Conoco, says U.S.
Environmental Protection recently is-
sued a 121-page hook of regulations
governing the disposal of waste oil
from crankcases of vehicles used on
the North Slope. "We're still trying to
digest its significance to us," he says.
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Marginal field prospecls in Alaska's
petroleum future may be hard pressed
to generate sufficient returns to afford
some of the regulatory limitations and
requirements imposed on Prudhoe
Bay and construction of the Trans
Alaska Pipeline System.

Says Nelson, "We can't afford to
design and build everything with a
worst-case scenario in mind, and we
can't afford to reinvent the wheel with
each new project.”

T WO OTHER NOTEWORTHY wild
cards loom on the horizon that
could have a dramatic impact on

the structure of the Alaskan oil indus-
try in 1996: the export of North Slope
crude and finding a cost-effective
means of getting North Slope natural
gas to market.

Authority to export North Slope
crude could spawn new sources of
foreign capital to finance in-state
exploration and development while
enliancing the netback to the state and
some producers for oil exported in
foreign flagships. Cautions Petroleum
Industry Research Foundation's Lich-
thlau, however, "Producers who’ve
purchased their own ships to get oil to
the West Coast will be less than eager
to export.”

Heinze equates the ability to cost-
effectively bring North Slope natural
gas to market to "bringing another

multibillion-barrel oilfield into produc-
tion" and says construction of a trans-

portation system for natural gas would
be a tremendous boon to the Alaskan
economy. Nelson says producers also
are exploring ways to convert North
Slope natural gas into a form that will

enable it to be transported in the exist-

ing oil pipeline.

Additional revenues from natural
gas sales would enhance the eco-
nomics of any oilfield prospect and
generate capital foradditional explora-
tion and development, the ARCO
Alaska president adds, “but to develop
and market Alaska’s natural gas, you
need a long-term perspective.

"Right now, everything is short-
term oriented. Banks are bearish on
energy and won’t make loans, and all
trends are running counter to the abil-
ity to raise capital. It'sdoubtful natural
gas will be a dominant force in the
Alaskan oil industry over the next five
or 10 years."

Aside from those two big unknowns
and uncontrollable variables like the
world price of oil, the new era of
marginal oilfield development is
bound to result in a new sense of cost

consciousness in the industry that was
so noticeably absent in the develop-
ment of Prudhoe Bay and i.ie con-
struction of the Trans Alaska Pipeline.

That cost consciousness will mani-

fest itself in ongoing technological and
design advances that minimize time,
expense and risk before payback and
maximize yields. Italso could result in

a concentration of development activ-
ity near existing transportation infra-

structure and temper exploration in
remote areas.

Alaska's lax and regulatory climate
will play an increasingly significant
role In industry’s Alaskan strategies

A Subsidiary ol Columbia Helicopters, Inc.

and could spell the difference between
a contracting industry that's focusing
almost exclusively 0L production b

the time 1996 arrives or one that's still
aggressively pursuing exploration and
development opportunities as well.

In a climate of narrower margins,
higher taxes and the economic uncer-
tainty that comes with erratic tax poli-
cies not only will dampen returns, but
also could detour investment dollars lo
lower-risk, lower-yield prospecls.

"There's a lot of room left for suc-
cess in Alaska," Jamison says. "The oil
industry won't leave, but will it con-
tinue to develop ideas for the future?"a
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Alaska Environmental Lobby, Inc.
P.O. Box 22151 Junoau, Alaska 99802 907-403-3366

ACTION ALERT!!

The James Watt style of government is thriving in Alaska. _Governor Walter
Hickel has put the foxes in charge of the chicken coops. The Alaska Dept, of
Conservation and the Dept, of Natural Resources are now under the control of
some of industry's most aggressive proponents of resource exploitation.

The State Legislature is holding hearings on whether or not to confirm Gov.
Hickel*s appointments of the commissioners of these departments. Your
legislators will soon vote on these confirmations. With YOR help, these
apnointments can still be blocked.

Harold Heinz*1, Commissioner
Dept, of Natural Resources

The job of the Commissioner of D\R is to manage the use of Alaska's land,
forests and oil and minerals, including the administration of Alaska's State

Parks.

'm Harold Heinze, former president of ARCO Alaska, believes Alaska's oil
belongs to the oil companies, not the people of Alaska: "1 1ove these people
who refer to it as ‘'our oil"'. That oil was found by somebody -- not the state

-- but it seems they've spent time ever since trying to screw us out of the
deal."”

- Harold Heinze has attacked the leaders of Alaska's environmental
organizations as "aggressive extremists and activists who operate under the
disguise of environmentalists" and who are working t'. "strangle Alaska".

- Harold Heinze complains that Alaska has a history of too much environmental
protection. “uith the resources it has, Alaska should be bragging about all
the projects it has going. The state needs to become an advocate of resource
development, but so far, it's been too paranoid to be anything but a
regulator. The only way Alaska's resources will ever amount to anything is if

Wa develop them."
Is this the person you want to manage Alaska's natural resources?
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John Sandor, Commissioner _
Dept, of Environmental Conservation

The job of the Commissioner of DEC is to protect the environment by regulation
a_m(éI enforcement of laws controlling oil, mining and other polluting
industries.

- John Sandor, as the former top Forest Service official in Alaska, wanted to
clear-cut all of the magnificent ancient forests of the Tongass: it is
desirable to liquidate the existing decadent climax stands as soon as .
possible.” He did everything he could to carry out that philosophy, including
"pre-roading,” a policy” of building government-subsidized Io?gln roads, even
in areas which were not slated to be cut -- just to destroy the Wilderness
potential and make sure that they would eventually be logged.

- John Sandor is co-founder of the Alliance for Juneau's Future, and served as
its Executive Director. The sole purpose of this organization is to promote
mining in the Juneau area, despite the resulting grave toxic pollution.

- John Sandor, as Commissioner of DEC_ has played favorites with the oil
industry by secretly turning over draft government regulations, so that the
industry could suggest modifications nefore the documents were released to the

public.
Is this the person you want to protect Alaska's environment?

WHAT YOU CAN DO:

Write or call your state senators and representatives today. Ask them to
oppose confirmation of Commissioners Harold Heinze and John Sandor. Also,
send copies of your letters to Senator Lloyd Jones and Representative CIliff
Davidson; they are the chairs of the Senate Resources Committee and the House
Resources Committee, respectively -- the committees which are conducting the

confirmation hearings.
The address for all state legislators is:

Hon.

Alaska State Legislature
P.0. Box V

Juneau, AK 99811

...or you can telephone their offices or call your local State Legislative
Information Office to send a free Public Opinion Message.

P.S. Confirmation hearings are scheduled for mid-April; the full state
Legislature will vote soon after that. Please contact your state senators and

representatives right away.
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S Heinze’s comments. o oo’

J:\).Ken_al — Extremists disguised “It doesn’t make sense to call
‘.environmentalists are work:  people names,” said Margie Gib-
ling.to strangle Alaska and its re-  son of Friends of the Earth. “I
soutce  development,. y-Arco “mthink he’s categorizing a?roup of
Alaska President Harold Heinze  people he’s never met of having
said Wednesday; ' some'sort of hidden agenda for
(™.Heinze said Alaska is hot get-: . ..destruction of Industry in this
ting the full benefit of its natural ~ state.”
resources because “a very, very . .Green said she and her collea-
small segment of our population ¢« gues seek a balance between de-
Has adopted extreme positionson ~ velopment and the environment.
environmental and land issues, . -“I want to see Alaska be a dif-
and are force-feeding their rheto- .meferent kind of place than the rest
ericjto all of us.. . . of the United States,” she said.
Kfi “Basically, the activist rheto-  ...“I’'m not picking on environ-
ric .is purely this: all the waters . ...mental groups,” Heinze insisted.
of. Alaska are-for fish'and all the\ “It's just- that, within those ;
lands of Alaska £re for animals,” v.* groups there are activist people
hetharged. . Wwho take on extreme views.

~Then, using a newspaper clip- ' “Pmmbii;attacking the envi-

ing he had distributed earlier, ~ ronmental movement,” Heinze

einze identified “a dozen of told the Kenai Chamber of Com- s
Alaska's leading cvonservation-  merce. “We’re all environment
fsts;” m. . >< ., ;. falists.”  Mar.a
. The list read likesa™-"Who's Heinze.also invited the local-
Who’ in the Alaska environmen-  commercial fIShln% industry to
tal movement: And at least one  join in the fight to beat back the
[of those singled out bristled at’ ‘extremists. >
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A View JAom The North

editors Norti This month Alaska Airline is
pleased lo present a guest editorial by Harold
C Heinze, President, ARCO Alaska, Inc., An-
chorage. Active in community affairs statewide,
Mr. Heinze has been[pre5|dent 0fARCO since
1383. He has workedfor ARCO for 17years, 15
ofwhich have been in Alaska.

hen y.ou're the
youngest, it's reas-
suring to know the
older members of
the family also have
faced tough times and survived.

That's Alaska's situation right now.
We're the youngest among the family
of Pacific Coast states, including
Washington, Oregon and California.
We are all states with extreme natural
beauty. Our people are conservation-
ists In the true sense of the word:
dedicated to the wise use of resources.

People in our states also share great
environmental sensitivity. They
choose to live where they live because
they cherish their environment and
they want their children to be able to
enjoy it, too.

At the same time, we all are strug-
gling with economic survival. The oil
industry is in a crisis as the result of
tumbling oil prices. As a state that is
dependent on oil and gas royalties
and taxes for nearly 90 percent of its
total income, Alaska also has been
hard-hit.

We have gone from an extravagant-
ly wealthy state to a modest!/wealthy
state in a matter of a few months.
Alaska isn't destitute, by any means.
An $8 billion Permanent Fund savings
account is still there. But the days of
being able to pay for everything, the
seemingly bottomless pork barrel, are
behind Alaska. As a state, we have to
leam to live within our means.

We can look to our "sisteri' West
Coast states and realize that they, too,
have weathered some hard economic
times. But the people didn't lose faith.

As resource states, we face the com-
mon problem of having the world
market set the price for our commod-

ities. In the case of Washington and
Oregon, timber has been arecent vic-
tim of low world prices. California, a
major oil production state, has been
hit along with Alaska by diminished
oil prices.

What happens in Alaskan oil devel-
opment has adirectimpacton Wash-
ington and Oregon. The construction
of our new oil production facilities on
the North Slope has taken place for
the last ten years at a number of
fabrication sites on the West Coast,
principally Anacortes and Tacoma,
Washington, and Portland, Oregon.

That construction effort has
resulted in several thousand jobs each
year at those sites, with payrolls total-
ing several hundred million dollars a
year. We have been extremely pleased
with the cooperation ARCO has re-
ceived in these construction efforts.
Labor, management and port authori-
ties all worked together to meet
schedules.

This summer's sealift to the North
Slope of Alaska marked ARCO's last
planned shipment of oil field facilities.
There are other projects we could
undertake toenhance oil recovery at
Prudhoe Bay, Kuparuk and Lisbume
oil fields. And there are other large
known deposits of oil on the North
Slope, including the giant West Sak
field, which could be as large as the
Prudhoe Bay field.

These economically marginal proj-
ects must wait until the world price of
oil increases to a level that makes new
development possible. Assuming that
the state of Alaska maintains a stable
investment climate, these known oil
reservoirs provide abright future for
our oil industry.

The uncertainty of oil prices, and
the resulting economic impact on all
of the West Coast states, points to the
necessity for a realistic long-term na-
tional energy policy. Are we willing to
be forever dependent on foreign
sources for our 0il? The U.S. already
imports 30 percent of cur oil and that
could increase to 50 percent or more

in the next decade.

Even In these tough economic
times, Alaska's future, and the nation-
al security of the U.S., shouldn't be
mortgaged. In frontier Alaska, it takes
ten to 15 years to bring a new discov-
ery Into production.

An extraordinary amount of oil may
existin avery small portion of the Arc-
tic National Wildlife Refuge (ANWR)
in northeast Alaska. According to the
U.S. Geological Survey, itcould com-
pare to Kuparuk, the second largest
oil field in North America, located
west of Prudhoe Bay on Alaska's
North Slope. Only exploratory drill-
ing will tell for sure if oil is there.

Soon, Congress must decide
whether or not to allow oil and gas ex-
ploration on the Coastal Plain of
ANWR. Some are saying itshould be
added lo Alaska's wilderness area,
which already is larger than the entire
state of Washington.

Thirty years of oil production from
the Kenai National Wildlife Refuge,
south of Anchorage, and 15 years of
oil field development on the North
Slope of Alaska provide proof that en-
vironmentally sensitive development
is compatible with wildlife and con-
servation values.

Several million do Jars are spent
each year to study, monitor and en-
sure minimal disturbance to the phys-
ical environment and wildlife on the
North Slope. What we've learned over
the years allows us to be confident
that ANWR can be explored and de-
veloped without harming the en-
vironment.

As sister states, we on the West Coast
of the U.S. sharecommon values, spec-
tacular natural beauty and a wealth of
natural resources. Working together,
we can ensure a healthy economic fu-
ture for all of us by continuing lo use
our resources wisely. U

Harold C. Heinze
President, ARCO Alaska
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Oily tests for Hem ze
Dear Editor;_ *f 'f, _

Arecent Times editorial (Dec. 32 praised the ap-

ointment of Harold Heinze aa Natural Resources

mmissioner. The editorial suggested that Mr.
Heinze will do for Alaska what he has done In the'
past for ARCO. We hope this Is true. He will have
several early opportunities to show his commit-
ment to protecting and enhancing the value of Alas-
ka’s ail resourges. , :

O.ie'errty litmus test of Mr. Helnze’s commit-
ment swill ‘be whether be backs the_ recently
adopted regulations which encourage oil compa-’
nles tosettlg ?J|taXdIS utes .

«A Second Titmus tesSt will be how aggressively
the new commissioner Investigates the practice of
under-pricing olL The former Revenue Commis-
sioner, has charged that oil companies do not In-
crease oil Prlces as quickly as they reduce them,
As a result, the state 13 deprived of .the increased

* revenue It would recejve if those corﬂ anies
« promptly reponea ou price Increases. It the state
can benefit from oil price Increases as quickly as
they lose revenue from oil price drops, we could In- h ¢/Cf
crease state revenues by as muchas $180million. € er-stat

_The third litmus test for the new commissioner*
will be his position on the Economic Limit Factor ¢

* (ELF}- If be will represent the state’s interest as
aggressivelyas he represented ARCO’ Inthe past
ﬂ?edé)ﬂkﬁt he.will,oppose any effort to repeal or qut Y

fair cornpensation (or Us oil. 1 hope Mr. Heinz wil
now become their champion, not ARCO's,

A\ K / | " Mi* 1A
DoaClockin, Aiityy.. !
Anchorage * 't ; —Jad W hittakt

.The people of Aliska exRect the state to receiv? -
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Hickel

Continued from page BL

ting it politely.
ngReallstlcally, this adminis-

tration comes Iin with a pretty
clear agenda,” she said before
the event. “1 think people will
scrutinize this administration
very closely."

Hickel was the keynote
speaker to help the center mark
its 20th anniversary as an advo-
cate for conservation issues and
ekgvi ronmental education in Alas-

"Let's develop the great
riches which God has endowed
our state and let's do it responsi-
bly," Hickel told the group. The
governor proposed creating a
world class recreation area and
scientific center in Prince Wil-
liam Sound, buying timber rights
within Kachemak Bay State
Park and improving water and
sewage treatment facilities in re-
mote villages.

In questions afterward, the
audience used one of the gover-
nor's own stories to lllustrate a
need to find alternatives to oil
and gas consumption. During the
speech. Hickel told the crowd
that while he was secretary of
the Department of Interior, the
state department asked him not
to sign a law placing eight spe-
cies of whales on the endangered
species list. The space industry
needed the whale oil, they told
him.

Hickel said he turned to the
men and asked what they were
going to do when the whales be-
came extinct. "They paused a
moment and then said 'We'll
have to find a substitute.’ | said
Well find that substitute now
and I signed the order," he said.

The audience wanted to know

why that story could not make
the same point about fossil fuels.
;. “We're bent on finding more
resources but we're not equally
bent on finding ways to con-
serve,” one man told the gover-
nor.

Hickel said he applauds the
Idea, but for now the only alter-
native to handle the energy
needs of the world is nuclear and
that has become unacceptable
environmentally.

, The governor calls himself an
environmentalist, but he has yet
to prove It, said Walt Parker, one
of the founding members of the
center. He predicted Hickel will
help the state’'s environmental
movement in the same odd way
former Interior Secretary James
Watt boosted the national envi-
ronmental ranks 10 years ago.
Watt, as chief of the nation's
parks and refuges, caused so
much concern among closet en-
vironmentalists that member-

ship of national Watchdog groups
cwo IBEH W wvor- 1ne
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BEETLES:

I Continued Ifom Page C1

Resources Harold Heinze,
who has taken a strong in-
terest in the spruce beetle
program, said the adminis-
tration would probably em-
ploy a range of options to
slow the spread of beetles,
including use of volunteers
or prisoneis to hike to inac-
cessible areas, cut down in-
fested trees and bum them.
Involving the public that
way should increase support
for the program, he said.

"We're coming at it from
a forest health point of
view, which is something all
Alaskans can relate to."
Heinze said. “1 think every-
one’s going to want a Beetle
Buster T-shirt."

Heinze said Colorado had
to spend more than $20 mil-
lion to cr .trol a bark beetle

roblem that had been al-
owed to get out of hand.

Colorado spent some $8
million in state funds, plus
additional federal funds, on
Ponderosa pine beetles be-
tween 1974 and 1985, said
Dave Leatherman, entomolo-
gist for the Colorado State
Forest Service. The money
was concentrated on some
500,000 acres of mountain
subdivisions protecting trees
near homes, and much of i*
was spent on a chemical
pesticide since banned by
the Environmental Protec-
tion Agency, Leatherman
said.

No money was spent on
several million acres of wild
forests, where tree mortality
was extensive, but the beetle
epidemic eventually ex-
hausted itself, Leatherman
said.

"We decided where to
draw the battle lines,"
Leatherman said. “The anly
thing that's possible is to
write some areas off and let
what's going to happen hap-
pen. The public is not going
to subsidize a multimillion-

Anchorage Daily News Wednesday, February 27, 191 C3
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dollar effort to save trees
nobody’s going to get to any-
way."

That may have been Alas-
ka's attitude in the past, but
the continued spr<-aH of
spruce beetles — the hot new
zone looks like ‘he Kasilof-
Clam Gulich area on the Ke-
nai Peninsula — has prompt-
ed a more aggressive pos-
ture. The recent shift to an
"owner-state” philosophy
may have changed things,
too: In his State of the State
address last month. Gov.
Walter Hickel vowed to im-
prove the health of state
forests and said. “We will
begin by waging war on the
bark beetle."

Part of the state's role
would be to coordinate log-
ging on private lands to pro-
mote health of the forests.
Dick said. That includes a
large tract of Native corpo-
ration land slated for log-

gir}g.

proposal drawn up by
the state Division of Forest-
ry said the Kenai Peninsula
is the top priority for in-
creased management, fol-
lowed by the west side of
Cook Inlet, the Copper Riv-
er, the Yukon River south
from Galena, the Tanana Ba-
sin, the Upper Kuskokwim
River and maritime spruce
areas such as Glacier Bay.
Kachemak Bay and Yaku-
tat.

Bark beetles are a natural
part of the ecology of spruce
forests. Their larvae Kill liv-
ing spruce by eating a nutri-
ent-rich layer of tree under
the bark. Foresters attribute
the epidemic numbers of
beetles on the Kenai Penin-
sula to the susceptibility of
an over-mature, uniformly
aged forest created by de-
cades of fire suppression.
Slash left by seismic explo-
ration for oil and power line
cuts have added to the prob-
lem by providing breeding
grounds for the Insects, ac-
cording to pest experts.
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The Commissioners

The sixteen Commissioners included:

Harold Heinze, Co-Chairman, ARCO Alaska, Anchorage
Peter McDowell, Co-Chairman, Coopers & Lybrand,
Anchorage and Juneau
Janna Brattain, Merrill Lynch, Pierce, Fenner &
Smith, Inc., Anchorage
- Julius Brecht, Wohlforth, Flint & Gruenlng, Anchorage
- George Easley, Alaska Aggregate Corporation,
Anchorage
David Gottstein, J. B. Gottstein, Anchorage
Roy Huhndorf, Cook Inlet Region, Inc., Anchorage
Don Langworthy, IBM, Anchorage
Al Parrish, Westmark Hotels, Anchorage
Dr. Walter Soboleff, Sealaska Corporation,
Tenakee Springs
Morris Thompson, Doyon, Ltd., Fairbanks
Joe Usibelli, Usibelli Coal Mine Co., Healy
- Richard Wien, Florcraft,Inc., Fairbanks
Gary WIlken <alternate>, Wilken-Alaska, Inc.,
Fairbanks
Bob Williams, Chevron USA Inc., Kenai
Mary Willis, Humana Hospital, Anchorage

The Commissioners were also Joined by seven observers,
including:

Robert Atwood, Anchorage Times, Anchorage
Al Fleetwood, Enserch Alaska Services, Inc.,
Anchorage
Mark Hazelwood, ARCO Alaska, Anchorage
- Francis Hurley, Archdiocese of Anchorage
- George Krusz, Alaska State Chamber of Commerce,
Juneau
Byron Mallott, Sealaska Corporation, Juneau
Sally Smith, Alaska State Chamber of Commerce,
Anchorage



"EXPORT MODEL™
Of The Alaskan Economy

M illions

Oil And G as $4 000

Fishing 300

Timber 200

Minerals 100

Coal 25

Travel/Tourism 500
Defense 1,600
Other Federal 1,300
2,900

Less Federal Taxes 2,000 900

Permanent Fund Dividend 300

Total Estimated Value $6,325
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PREFACE

COMPASS NORTH:
W hat next for Alaska?.

COMPASS NORTH was started in Alaska's Silver Anniversary
year, its 25th year of Statehood. It was initiated by
Commonwealth North's Board of Directors as a means of
bringing together knowledgeable Alaskans to review the past
and to set a direction for the future.

The starting point, the "Compass", is Alaska's Constitution

a Constitution designed under the leadership of Commonwealth
North's founding co-chairman, Governor William A. Egan.
Governor Bill didn't live to see the conclusion of COMPASS
NORTH, but he did set the criteria for selecting
participants: "people who know about Alaska and care about
it".

This describes the 77 Commonwealth North members who
participated in this year-long study: men and women repre-

senting a wide spectrum of constituencies and philosophies,
whose vision, hard work, and risk taking have contributed to
the Alaska of today. They include two of Alaska's
governors; members of the Constitutional Convention; leaders
of the Statehood movement; past and present legislators;
activists in the Alaska Native Claims Settlement Act and the

Alaska National Interest Conservation Act; builders of
businesses, civic organizations, hospitals, churches,
schools.

The charge to each of the five Challenge committees was to
strive for consensus on issues of such importance to Alaska
that they will be resolved, by decision or default, within
the next few years - and the resolution will affect the
future direction of the state.

As these Alaskans worked together, a sense of urgency began
to develop, a sense of the enormous opportunities in the
coming years and a sense of the enormous dangers to our
system if wrong decisions are made.

COMPASS NORTH sets out a new direction for the future, a new
way of thinking based on the hope that Alaska will continue
to be a frontier of opportunity for every individual.



EXECUTIVE SUMMARY

COMPASS NORTH:
Setting a direction for the future

Alaska, is "unitiue"in S0 Wany wa;{s that Alaskans talﬁe the
word for  granted. In this” state "unique” 1S a cliche;
unique in sizZe, unique In beauty, unigue ‘in resources.

What is only beginning to be understood is that Alaska is

also unique in its economic structure. It is this
uniqueness that will decide its future.

Alaska is an "owner state". It owns 28% of its land base,
which includes the largest discovered oil field in North
America.The revenues from this field give the state

government controlover the largest pool of capital in the
economy.

Land and capital are ingredients of ownership. They are the
basis of power. The State of Alaska, as the owner of more
than 100 million acres of land and billions of dollars in
resource wealth, has power.

In a democratic society, all governments have obligations to
the people. In Alaska the government has an obligation of
ownership that 1is above and beyond that of a traditional
state government. It has an obligation as an owner to help
sustain the economy - to use its land and capital to
preserve and enhance the private enterprise system.

This is a new frontier in public obligation. Never before
has a state government been so wealthy in relation to its
citizens. Never before has a state government controlled so
much of its land and capital assets.

This new frontier means Alaskans must pioneer a new concept
of state government, a government that uses its power in
partnership  with the private sector to create new
opportunity and new wealth.

Alaska Is obli%ation of ownership is more than an interesting
hypothesis: the state is on a time line. Every available
public and private forecast depicts a rapid decline in
Prudhoe Bay oil revenues in the 1990's. The state's economy
is almost totally dependent on these revenues.



If Alaska is not a responsible owner, if the state govern-
ment does not stop dissipating its capital base on current
operations, the result may be similar to that of a failed
company: unemployment, bankruptcy, and social hardship.

There will be many Alaskans who do not believe the state has
any obligations as an owner. They will believe that all
state revenues should be treated alike and "spent" on public
services. They will believe that all state land should be

preserved from further development.

The irony and tragedy for Alaska, should this thinking

prevail, is that without a strong, growing economy, the
government will not be able to provide public services or
protect the environment. The private sector will not be

able to generate jobs and income.
What must be done to meet the obligations of ownership?

Alaskans and our leaders must begin to think like owners
to make our ownership work for us.

Alaskans must begin to think about revenue as owners:

Traditional government leaders ask: How much do we have to
spend?

Leaders of Alaska as an owner state must ask: What is our
income? What are our assets? Can we sustain the current
level of spending into the future? Where should we invest
to get the greatest return on our money?

« THE STATE'S OWNERSHIP REVENUES ARE CAPITAL ASSETS THAT
MUST BE MANAGED TO CREATE NEW WEALTH.

As an owner the state receives revenues that are separate
from taxes. These are royalties, rentals, and bonuses from
the lease and sale of its resources. This capital should be
treated as a powerful renewable resource, a means of
creating new wealth.
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But right now only 25% of these ownership revenues must be
invested in the Permanent Fund. The rest are being spent on
the current operation of government. The state must stop
dissipating this capital base.

+ ALASKA'S OWNERSHIP REVENUES SHOULD BE DIVIDED EQUALLY
BETWEEN THE PERMANENT FUND AND A NEW CAPITAL INVESTMENT
FUND.

It is likely that the Permanent Fund will be a "safety net",
a means of sustaining government service as Prudhoe Bay
revenues decline. The Capital Investment Fund would be the
means of encouraging new development. It could finance
revenue producing, regionaIIK important projects that add to
the long term economic health of the state.

« THE FUTURE OF THE PERMANENT FUND IS TOO IMPORTANT AN
ASSET TO BE LEFT TO "DECISION BY DEFAULT". THE
LEGISLATURE SHOULD ENACT LEGISLATION WHICH ESTABLISHES
LONG TERM GOALS FOR THE FUND.

« TO ENSURE A "SOFT LANDING" FROM THE DECLINE OF PRUDHOE
BAY REVENUES, CURRENT SPENDING MUST BE REDUCED TO LEVELS
THAT CAN BE SUSTAINED IN THE FUTURE.

+ MISUSE OF WEALTH IS A GREAT DANGER IN AN OWNER STATE.
THE STATE GOVERNMENT MUST REFRAIN FROM USING ITS WEALTH
TO USURP LOCAL DECISIONS OR DISPLACE LOCAL RESPONSI-
BILITY.

The legislature has taken over the role of local government
by direct appropriation and other political distribution
practices that bypass or dictate to local communities.

Revenue sharing must folic*" th'- onsticutional mandate of
"maximum local self govern.

State revenue sharing should be accomplished through a
single formula based on equitable distribution. Except for
emergencies, no funds should be allocated outside such
formula. The emphasis must be on local decision making
and local responsibility.

i



Alaskans must begin to think about land as owners:

Traditional government leaders ask: Are we doing a balanced
job regulating between private land owners?

Leaders of an owner state must ask: What are our resource
assets worth? Is there enough development wunderway to
maintain our economy and continue growth? Are we helping
the private sector promote responsible development?

« ALASKA'S STATEHOOD LANDS AND RESOURCES SHOULD BE MANAGED
AS CAPITAL ASSETS. PUBLIC POLICY MUST BE REFOCUSED, AS
A MATTER OF HIGHEST PRIORITY, TO REFLECT THE STATE'S
DEPENDENCE ON NATURAL RESOURCE DEVELOPMENT.

Resource development is Alaska's only option for a continued
economic base.

The plain fact is, if there is no further natural resource
development, the state will be bankrupt.

Public leadership must distinguish between ritualistic
environmentalism and areas of true ecological concern.
After years of government decisions weighted in favor of
"no development” today's leadership must redirect public
policy toward action consistent with the mandate of Alaska's
Constitution: "to encourage the settlement of its land and
the development of its resources by making them available
for maximum use consistent with the public interest.”

+ THE LEGISLATURE, AS CUSTODIAN FOR STATE LANDS, SHOULD
DEVELOP A COMPREHENSIVE POLICY THAT RECOGNIZES THE
STATE'S RELIANCE ON RESOURCE DEVELOPMENT AND DIRECTS
MANAGEMENT OF THESE RESOURCES AS CAPITAL ASSETS.

+ THE GOVERNOR SHOULD FORGE THE RESOURCE DEVELOPMENT
STRATEGY NECESSARY TO ENACT LEGISLATIVE POLICY.

The leadership must work together to meld Alaska's need for
development with concern for the environment by formulating
an overall state resource development strategy. The
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emphasis  should be on technically sound, efficient
permitting; stable tax policies; and balanced multiple wuse
management by state agencies.

« THE OBLIGATION OF OWNERSHIP INCLUDES ENCOURAGING NEW
REVENUE SOURCES. THE STATE SHOULD DETERMINE ITS ROLE AS
AN INVESTOR IN THE DEVELOPMENT OF ALASKA'S RESOURCES.

It can be good public policy to invest state funds in
resource development projects, but the state must decide the
l[imits and goals of its investment role. At a minimum,
project investment should be economically feasible and be
able to return to the state a cash flow having a present
value greater than the state's investment.

To meet these obligations of ownership Alaska's elected
leaders must use the full power of their Constitutional
authority and responsibility.

Public policy will decide the future of the owner state, and
it is Alaska's elected leaders who decide public policy.
Alaska needs decisive leadership now, leadership that

understands the obligations of ownership and has the courage
to make the politically hard decisions necessary to meet
that obligation.

No other state constitution grants more authority to the
governor than does Alaska's. No other state constitution
implies more public trust in its legislative representatives
than does Alaska's.

It is these elected leaders who must meet the obligation of
ownership by preserving Alaska's capital assets.

It is these elected leaders who must meet the obligation of
ownership by advocating responsible resource development.

If our leadership fails in this pioneering effort we could
well end up with socialism - a government that uses its land
and capital to feed its own growth.

The challenge for Alaskans is to develop economic and social
strategies that wuse public ownership as a catalyst to
develop a strong free enterprise system.
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THE CHALLENGE OF
LEADERSHIP

An examination of the critical decision-making roles of
Alaska's executive and legislative branches.

Alaska has a tremendous need for decisive leadership right
now. The Constitution sets out the authority of the
governor and the legislature; why then is there continual
disagreement over who has the right to decide?

The struggle over budget responsibility goes beyond a
healthy check and balance. It has resulted in decision-
by-default with each side blaming the other for over-
spending and indeciveness. What can be done? Do we need
to change the Constitution - the leaders - or the
practices?



CONCLUSIONS &
RECOMMENDATIONS

The following are the principal conclusions and recom-
mendations of the Challenge of Leadership Committee:

1. Alaska's Constitution sets out strong roles for both
the governor and the legislature, but these roles
have become blurred and weakened in practice. The
result has been decision-by-default, over-spending,
and indecisiveness. For the sake of the state’'s
future, Alaska's elected leaders must return to the
mandates of the Constitution.

RECOMMENDATION:  Alaska's Constitution clearly makes the
preparation of a total state budget the duty of the
governor. lie must take whatever action s required to
carry out this responsibility.

2. The legislature is the arbitrator of the public
interest, but this decision-making role is seriously
impaired hecause the state cannot accurately
determine where its dollars are being spent.

RECOMMENDATION:  The House and Senate Finance Committee
should hold joint meetings with the legislative leadership
and the governor to adopt procedures reforming the
oversight process of the state budget.

3. The elected leadership is responsible for considering
both the present and the future needs of the state in
determining public policy.

RECOMMENDATION:  The proposed Capital Investment Fund is
the best way to strike a balance between current and
future needs. The governor and the legislature should
support the proposal to amend the Constitution to
establish such a fund.



4, The legislature 1Is the testing ground for spending
priorities but there has been no serious review of
the operating budget since it began its upward spiral
in 1979. Without such review the state will become
buried in "political entitlements" that will severely
[imit its spending choices in the future.

RECOMMENDATION:  The governor and the legislature should
open public debate on program review to determine
responsible ways to cut the operating budget to
sustainable levels and encourage improved program delivery
through priority and goal setting.

5. The writers of the Constitution designed a positive
role for the legislature, a legislature intended to
be a part-time group of citizens working in all walks
of life.

RECOfIMENDATION:  In conjunction with the recent passage of
the Constitutional amendment to limit sessions, two other
steps should be taken to encourage a citizens legislature:

« The Conflict of Interest statute should be
amended so it no longer infringes or. an
individual's right of privacy to such a degree
that it discourages able and principled people
from running for office.

« The number of consecutive terms should be limited
to two four vyear terms in the Senate, and four
two year terms in the House.



THE

CHALLENGE:
A CALL FOR
COURAGE IN
LEADERSHIP

Paght now, Alaska
doesn’t have time for
the easy way out.

The State of Alaska has some hard
decisions to make during the coming
years: survival decisions.

How much of its oil wealth
should be saved?

How much should be invested in
projects to generate new

wealth?

Should the state reinstitute
taxes?

Which programs should he
strengthened, which elimi-
nated?

These are "choosing between" rather
than "handing out" decisions - the
most difficult for elected leaders
to make, especially in Alaska

Small as it is in population, the
state abounds in contradictions. It
is shaped by differences both of

geography and  philosophy: the
rural subsistence communities and
the urban service centers; the

"growthers" and the "no-growthers";
the public sector and the private
sector; the savers, the investors,
and the spenders of public
revenues.

The danger is that elected leaders
sometimes become paralyzed by the
conflicting demands and opt for the
easy way out no decision at all.

Right now Alaska doesn't have time
for the easy way out. The state is
midway through what may be the
single most wealthy period in its
history. If no decisions are made
or if the wrong decisions are made,
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the opportunities this wealth
presents will be lost. Because of
the expected decline of Prudhoe Bay
revenues in the 1990s, wrong
decisions now could cost the state
its future.

This is what the challenge of
leadership is all about: a test of
vision to use this opportunity of
wealth to set a direction for™ the
future and a test of courage to
make the politically hard decisions
necessary to get there.

Yet, over the past five years there
have been few examples of elected
leaders attempting to vrespond to
this magnificent challenge.

Instead of public debate as to what
choices would be in the best
interest of the state, too often
there has been public squabbling

over who gets to decide. Instead
of an assessment of statewide
priorities, there has been a

statewide handout.

This has begun to change, for the
public hasn't been bought off that
easily. Elected leaders who were
most insistent that their
constituents wanted "all they could
get" are being defeated. Elected
leaders who have been attempting to
make the hard decisions are start-
ing to make headway.

Alaskans expect courage in leader-
ship: they expect the hard deci-
sions to be made.

Alaskans expect
courage in leadership.

J3



THE
GOVERNOR:
ADVOCATE &
INITIATOR

Vv

No other state constitution grants
more authority to the governor than
does Alaska's.

Any discussion of public policy
usually comes down to: "If it S
%omg to happen, the governor has
0 support 1t."

This doesn't mean the will of the
governor always prevails—far from
I't It does” mean that the gov-
ernor's agenda establishes the
central issues for public debate.

Under Alaska's Constitution it s
the governor who is the initiator,
%het advocate of a direction for the
uture.

Alaska's Constitutional Convention
delegates had lived with the
frustrations of shared powers. To
replace this system, the delegates
created a centralized structure
dllrectIY accountable to a governor
with e powers necessary for
strong leadership.

Unlike ~ most  states Alaska's
Constitution gives the governor
the power to veto line item appro-
priations along with the duty to
submit a state budget to the
legislature.

The Constitutional duty to submit a
state budget is the major source of
friction with those legislators who
would like to reduce the governor's
{ole to merely that of administra-
or.



Alaska's Constitution clearly
imposes on the governor the duty to
submit a total proposed budget for
all of the public funds to be spent
in the coming year - a budget that
reflects his balancing of the
state's priorities.

While the legislature is given
exclusive power to appropriate
funds, Article IX, Section 12,
intends that the governor act as
the initiator of public policy in
submitting a complete budget. He
Is to propose spending priorities
in the best interest of the state
as a whole.

The practice of the past six years
has resulted in a partial budget,
with the governor submitting an
operating budget while the capital
funds are divided into thirds among
the governor the two branches of
the legislature.

This 1s an abdication of authority
and responsibility by the governor
and an unconstitutional assumption
of power by the legislature.

The Constitution intends that
public debate among legislators, as
to where funds will be spent and to
what purpose, will result in state
spending that reflects public
consensus.

The practical result of the one-
third, one-third, one-third divi-
sion is the loss of opportunity to
ever reach consensus.

“The _governor shall
submit to the
legislature ... a
b_ud(_tiet for the next
fiscal year.”

Article IX, Section 12



The rule has been: no
guestions asked.

If necessary, the
hammer of the veto
must be used again
and again.
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Members of the House and Senate, as
well as the governor, have millions
of public dollars to spend that are
never subject to the open debate
process of determining the highest
and best use of public funds.
Instead, the rule has been: "I will
not question how you spend your
millions if you do not question how
| spend mine."

For the most part, no questions
have been asked and the ~cost in
lost opportunities, for money that
could have been bDbetter spent, is
immense.

The governor, as well as individual
members of the legislature, have
been attempting to change this
practice.

The executive branch must take
v/ihatever action is necessary to
bring the budget process back in
line with the Constitution.

Each governor must prepare a total

budget  in advance of  the
legislative session, soliciting
input of local governments,

regional legislative caucuses, and
the people as he or she designs
statewide priorities.

Finally, | f necessary, gach
governor must wuse the Constitu-
tional hammer of the line item veto
again and again.
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LEGISLATURE:
ARBITRATOR
FOR THE
PUBLIC

To balance its strong executive,
Alaska's Constitution establishes
an equally strong legislature. The
tone of Article Il is that of
public confidence in elected
representatives.

With the confidence is given the
authority: to appropriate funds;
to write the laws of the state: to
set management policy for Alaska's
public resources.

The legislature is to act as
reconciler of the many contra-
dictory interests that make up
Alaska. It is to be the public
arena for arguments to be aired and
choices made.

The legislature is the arbitrator
of what is in the public's "best
interest.”

The problem over the past five
years is that the legislature has
neglected its role of arbitrator

of choosing among opposing inter-
ests to decide the public interest.

Questions of leadership are whether

individual legislators  will be
willing to make the hard choices
with oil revenues still available;

and, whether the budgeting process
can Dbe streamlined to make such
choices more possible.

The legislature is the
arena In which
choices are to he
made.

3
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REMOVING
OBSTACLES TO
LEADERSHIP

While the governor has the duty to
initiate the budget, the legisla-
ture has the responsibility to
evaluate, decide, and appropriate.
If the governor doesn't veto - the
legislature has the final word.

Right now it is evident that no one
is quite sure what that word 1is.
Other recent studies have reached
the same conclusion:

The state has lost track of
where its dollars are being
spent.

It is the opinion of many policy-
makers that few officials are
certain as to what agencies are
spending their money on, or to what
purpose, and that the capital
budget review process is flatly out
of control.

Elected leaders cannot test the
validity of proposed spending
priorities when essential infor-
mation is not available or s
confused.

There must be a clearing away of
obstacles toinformed decision-
making :

. Regaining oversight of budget
expenditures must be a major
priority for the legislature.

It is not possible for elected
leaders to make credible statements
about whether or not the budget can
or cannot be curtailed when it is
general knowledge that specific
information is lacking to back wup
these judgements.



This "gap" in need-to-know
information has been of concern to
many legislators and several
studies have been done on
legislative reform.

These studies should be wused as a
starting place for action. In
particular, the 1983 recommenda-
tions of the National Conference of
State Legislatures should be
reviewed for implementation. This
report was authorized by the Alaska
Legislature's Joint Special Commit-
tee on Legislative Reform.

The House and Senate  Finance
Committees should hold joint
meetings with the governor to
decide which recommendations they
will endorse on budget process.



A Captial Investment
Fund is the best way
to meet investment
needs.
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The legislature must distin-
guish between .caf)ltal improve-
ments and capital investments,

One former legislator describes the
situation in the following manner:
When vyou visit farm country, you
can quickly tell which are the
consuming farms and which are the
producing farms. Those farms with
large houses and small barns are
the consuming farms. Those with
large Dbarns and small houses are
the producing farms. "Alaska's oil
wealth", he said, "is being spent
on the house, not the barn."

A longer term compromise of current
and future capital investment needs
must he struck or Alaska's
opportunities will be missed.

The dedication of a portion of
current income for future large
investment projects is an essential
security in achieving a proper
balance.

The Capital Investment Fund concept
is the best means of doing this.
The legislature must begin the
process of amending Alaska's
Constitution to dedicate a portion
of Alaska's resource revenues for
investments in large scale, revenue-
producing projects.

. The legislature must reaffirm
its role as a testing ground
for priorities in the operat-
in budget and open public
debate on responsible ways to
cut back this budget to a
sustainable level.
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Between 1979 and 1902, Alaska's
budget skyrocketed, going from $1.4
billion to over $4 billion.

Most lawmakers agree that there has
been no serious test of priorities
of the operating budget since 1979.

The proposed FY 1986 budget calls
for "holding the line" - but it's a
line that 1is too high to be sus-
tained in the future. The latest
budget maintains operating expenses
that erupted into being with the
dramatic increase of oil prices.

The state is literally burying
itself in "political entitlements"”.
Program budgets that doubled or
quadrupled only in the past four
years are now being treated as if
they represented true entitlement
obligations.

Instead of priority assessment,
some lawmakers are making "voter"
assessments and taking the position
that so many budget dollars repre-
sents so many votes. It suddenly
becomes irresponsible to attempt to
cut back the operating budget to
where it can be sustained in the
years to come.

Did the state permanently quadruple
its entitlements in a four year
period? Is this the operating
budget* the state wants to or
intends to maintain (with inflation
increases) into the future?

If there is no test for priorities
now, the answers to all these
questions will, by default, become
"yes".

The state is literally

burYlng itself In
tical

entltlements”
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TO
ENCOURAGE A
‘CITIZEN’

LEGISLATURE

The writers of Alaska's Consti-
tution de3|%ned a strong, positive
role for the flegislature - which
they envisioned ~as a citizen
legislature.

It is obvious from the record of
the Constitutional Convention that
the delegates wanted a legislator
who says "we" and means; "we
members " of the public" They did
not want a legislator who says "we"
and means; “we members of the
legislature”.

Too often members of the PubHc

hear legislators say.  "Well, it
may be a good idea, bhut you don't
understand politics." or "Of

course, | don't think it's right
but you have to go along with the
majority.’

When legislators become condescend-
|n%.toward the public, there is no
citizen legislature; there is a
self-serving bureaucracy respon-
sible first to itself.

The passage of the Constitutional
amendment ~to limit sessions will
help broaden access. In addition,
two other actions should be taken:

. The  Conflict  of Interest
statute should be strengthened
and amended so that it no
longer infringes on an indivi-
dual's right” to privacy to
such a de?ree that it discour-
ages able and  principled
people from running for
office..



prohibit certain personal conduct
and business relationships on the
part of public officials. It is
not appropriate to require candi-
dates to file detailed lists of
personal or family clients,
customers, business associates, and
property information, as if this
public exposure will insure the

person's honesty.

The solution is to change the
focus. Now intrusive disclosure is

required with a "rap on the
knuckles" when there is a viola-
tion. The procedure should be

reversed, with emphasis on basic
up-front disclosure and extremely
tough penalties when an official
fails to "self-disclose” and votes
or rules on issues that could
result in personal financial gain.

. Consecutive terms should be
limited in the legislature so
the focus is on the public
good rather than on individual
reelection.

The Constitution should be amended
limiting state senators to two
consecutive four year terms and
House members to four consecutive
two year terms.

A break in consecutive terms gives
policy-makers an opportunity to be
a "citizen" again and breaks tne
“tyranny of power"™ that can stifle
creative approaches to governing.

Shorter terms break
the “tyranny of
power that can stifle
government.



FORGING NEW
LINKS WITH
THE PEOPLE

“What have you done
with our public
assets?” .

Most governments have a very direct
link with the people - personal
income taxes. This link does not
exist in Alaska.

Alaska needs to forge new links
between the people arid their
government.

One method to help provide that
linkage and to assist the Alaskan
people to evaluate their elected
leaders would be an Alaska Annual
Report prepared by thi governorls
office.

This report should be an accounting
from the leadership to the public

It should answer the public's
questions: What have you done with
these public assets? What have you
done for us? The report should be
modeled after the informational
style of the annual reports of the
Regional Corporations.

In addition to presenting the
traditional "corporate bottom line"
that has resulted from the state's
actions, the Alaska Annual Report

should illustrate how the
operations budget was spent for
education, health and social

services, the judicial system, and
so on, and relate the funds appro-
priated to program goals and
achievements.

If issues are related to numbers,
the Alaska Annual Report will
enable citizens to take a more
informed interest in the management
of their assets and provide a means
to monitor and measure the
performance of state government.



TOWARD A
NEW
POLITICAL
PHILOSOPHY

One of the many contradictions of
Alaska is that it is a state where
many  came to get away  from
government, yet bureaucracy S
a major occupation.

The mix of independence of thought
and interdependence on government
shows up in the small percentage of
the state's voters who indicate a
political party preference. Nearly
60% register as unaffiliated.

While independent voter regis-
tration makes it easier for indivi-
duals from both the private sector
and the public sector to work with
various administrations, there has
been a price.

In the legislature, it has made it
easier for free floating coalitions
to take control.

These coalitions are controlled by

regional interests. Instead of a
"marriage of  philosophy" these
coalitions are marriages strictly
of convenience. The only issues

are who is going to have the
positions of power and biggest
piece of the revenue pie.

The other weakness is that the
public knows neither whom to praise
nor whom to blame. If a Democratic
majority achieves major accomplish-

The public doesn’t.
know whom to prais
or whom to blame.
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The opportunity for
coalitions of
philosophy will be
Improved

merits  for the state the wvoters
could react at the polls in suppon
of that party's candidates. 2
Republican rna*PrHy opens an era of
prospenty, paHy would ?et
the credit. But how does a Vo

support a coalition at the polls?

er

A positive step to help the parties
gain stren th in AIaska Is to rein-
stitute preferential primary
that was used in this state Erlor
to 1968.  This system, unli a
"closed primary", does not exclude
"uncommitted “voters” from  the
primaries,

No one has to declare a party
affiliation to vote; each voter s
handed one secret ballot with all
the candidates from each party

listed. The difference is that
each voter may only vote for
candidates from one party. No

mixed-party voting 1is accepted on
this ballot. The general election
process would be enacted as usual.

In this way, allegiance to the
party closest to individual
philosophies will be strengthened
and the opportunity for coalitions
of philosophy improved.



couiitarnx Ndegtelature
WILLIE LEWIS BROWN, JR.

SPEAKER OF THE ASSEMBLY

January 24, 1991

Harold Heinze

Arco Transportation

300 Oceangate, Suite 1557
Long Beach, CA 90802-4341

Dear Mr. Heinze:

At this time | would like to thank you for serving as my
appointee to the Joint Select Committee on the Changing

Family.

You and the other Task Force members have performed
admirably.

Please accept my appreciation for the time and effort spent
serving the state and the citizens of California.

Sincerely,

WILLIE L. BROWN, JR. »
Speaker of the Assembly

WLB:mr

department OF
\TURAL

041991
COVMSIONR'S CFHCE

Pnrtt*) on flicycfrd



PLANNING A FAMILY POLICY FOR CALIFORNIA
FIRST YEAR REPORT OF THE

JOINT SELECT TASK FORCE

ON THE CHANGING FAMILY

CO-CHAIRS:
TOM BATES, MEMBER OF THE ASSEMBLY
DIANE E. WATSON, MEMBER OF THE SENATE

'I
%Gﬁaﬁa
by JenyNoick
\hatiBarednmanan

ey tyNe Wi

Photos on pages 4,57,91,104, and the cover were originally
taken for the Bay Area Women 3 Resource Center

This report may be reproduced in pari or whole.



JOINT SELECT TASK FORCE ON THE CHANGING FAMILY

Assemblyman Thomas H. Bates, Co-Chair
Assemblyman Tim Leslie
Assemblywoman Jackie Speler

Shizuko Akasaki

Director of Special Education Programs,
Los Angeles Unified School District,
Los Angeles

Peggy Baxter
Vice President, Medical Services,
Children’s Hospital, Oakland

Thomas F. Coleman

Principal Consultant, Los Angeles City Task
Force on Family Diversity; Adjunct Profes-
sor, USC Law Center, Los Angeles

Mai Cong
Coordinator, Pacific Asian Unit,
Mental Health Services, Orange County

Xavier Del Buono
Xavier A. Del Buono and Associates
Educational Consultants, Sacramento

Gary David Goldberg

Executive Producer, Family Ties and Day by
Day, Paramount Pictures Corporation,

Los Angeles

Harold C. Heinze
President, Arco Transportation Corporation,
Long Beach

Cynthia James

Equal Opportunity Program Manager,
County of Alameda; Pastor. Landmark
Ministries, Inc., Interdenominational
Christian Ministry, Oakland

Ron Johnson
Director, High Risk Outreach Services.

T.H.E. Clinic. Los Angeles; Consultant, Cali-

fornia State Department of Education

Marilyn Kizziah
Coordinator, women for:; Women and
Family Program Organizer. Los Angeles

MEMBERS

Senator Diane E. Watson, Co-Chair
Senator David Robert], President Pro Tempore

Kevin McCarthy
Director, Institute for Civil Justice, The
RAND Corporation, Santa Monica

Eliseo Medina
President, Service Employees International
Union, Local 102, San Diego

Susana Navarro
Co-Executive Director, The Achievement
Council, Oakland

Susan Pelican

California Association of Family Farmers;
Registered Nurse, Maternal Child Services,
Woodland Memorial Hospital, Woodland

Paul Proett
Manager, Employee Services, Apple
Computer, Inc., Cupertino

Peggy Saika
Executive Director, Asian Law Caucus,
Oakland

Leonard Schneiderman

Dean, UCLA School of Social Welfare;
Director, UCLA Center for Child and
Family Policy Studies, Los Angeles

Ann Shaw
California Community Foundation;
United Way Corporate Board, Los Angeles

Suzanne Smith
Co-Executive Director, New Ways to Work,
San Francisco

Rev. William J. Wood, S.J.
Executive Director, California Catholic
Conference, Sacramento



TABLE OF CONTENTS

ACKNOWIBGMENTS........cvvviieiises s s bbb s i
PIRIACE. ..ot v
IEEOTUCTION. ..ottt 1
Work and Family: The Contemporary BalanCing ACt...........cccovveimriineiincrissrssssssssssessssssssssenns 13
From the First Generation to the Last: A Family Continuum of Caregiving ...........ccooevvmmrvinnversnnionnn, 3l
Parti  Caring for OUI ChIlAIeN..........ccoveviiisireriissiies s 33
Part I When Elders Are No Longer Able: Families and Caregiving.........ccc.ooecveeremrinsriinssinsssennnnns 41
Raising the Next Generation: Helping Parents Parent...........ccocurmrennrimmssesssessssssssssssssssnes 53
Part 1 Effective Parenting: A Key t0 the FULUIE. ..o 56
Part I Teen Parents: A Growing Community Challenge..........ccc.ovevimmeinmrrinnerinncrinsssssiesisssinnes 65
Part Il Health Care: A Concern for All Family MemDErS.........cccvrnvriemrinnriinessissiessssssssssssennns 68
Couples: Supporting Fundamental Family Relationships..........c.c.coccverrnmriinciinseiinssississsissssssesniens 75
Families in ECONOMIC PEI L. s 87
Part1  When Paid Income IS NOt ENOUQN ... 92
Part Il Relying on Other Family Members for ECONOMIC SUPPOIT ......coovvvecrierisnrieersssiesssessinns 97
Part Il Income from Government Transfer Programs.................. 102
Part IV The Legacy of Low Wages: Elders at ECONOMIC RISK..........couurvmrrvrmmrenmnnrinnsirnsiissnssssnnnens 106
Preparing Today’s Children for Tomorrow’s Workforce...........coorvmrnernrnsssinssinsssssssssssssens 115
Breaking Generational BAITIEES..........ccvivirierinssss s ssssssssss st ssssssssssssssssssssnns 133
A G0 ACLION. ...ooovicrierier s s s s s 145
APPBNTIX. ..ot s s 149

Contributors

Presenters

National Advisory Committee

Minority Statement



INTRODUCTION

Menh Vong

Griffin Elementary School,

Los Angeles

"What My Family Means To Me"
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The ﬁrofile of California’s families has changed dramatically in the
last three decades. Fewer than one in ten families presently fits the
"traditional family" model - breadwinner father, homemaker mother,
and two or more children." Of those families with children, less than
a third have a father who works full time and a mother who stays
home.l The majority of families today have both parents in the
workforce, and increasin? numbers are headed by single parents who
have sole responsibility for their children.

With few exceptions, the policies of government, schools, the
workplace, and the community have not caught up with the social
and economic forces shaping contemporary families:

. The majority of today’s parents find themselves stretched
between caring for their children and earning a I|V|n%. Often
their responsibilities conflict, forcing them to choose between
the well-being of their family and the security of their jobs.

. The population is aging. The fastest growing portion of
elders Is the oldest, those most likely to require care or
assistance. Yet, traditional full time caregivers - wives and
adult daughters - are entering the paid workforce in increas-
ing numbers.

. Thirty percent of California’s youth drop out of high school
each year. Business leaders warn that today’s children will
not be ade(tjately prepared to meet the demands of
tomorrow’ job.1

. Demographers predict that half of todays children will live
with a single parent at some time in their lives/

. A second salary has become a necessity in most California
households. But even with two incomes, the cost of housing,
child care, and other daily expenses threatens the economic
stability of many middle class families.5

. The ranks of the poor are growing. Today more than 23
percent of California’ children live in poverty, a rate that has
almost doubled since 1969/

. For the first time, parents cannot assume the next generation
will do better than they did.



It is no wonder that recent public opinion surveys show increasing
concern for the health of today 3 families. A 1988 Gallup poll found
that two out of three parents believe family life has gotten worse in
the last 10 years. Only 23 percent feel society values parents, and
only 14 percent believe society bestows value on nurturing and caring
for others.7 Yet nine out of ten people polled in early 1989 said a
good family life is one of their highest priorities.®

e 1989 Nila Winter

Families play an essential and unique role in society. They care for
dependents economically and emotionally, offer a foundation for the
values and ethics of each new generation, motivate children to
achieve educationally, and provide a sense of belonging that
essential to human growth and dignity. But outdated policies are
undermining family stability today, causing serious problems for many
families and crisis conditions for others.

A New Landscape Tor California3 Families
California3 family portrait reflects an array of recent social, econo—
mic, and demographic changes.

The economy has shifted away from manufacturing, toward lower
paying service and information industries. Real wages have declined
and family benefits - like health insurance and private pension plans
- have diminished. A middle-income male turning 40 in 1963 saw his
real income climb 30 percent by the time he reached 50; his



counterpart ten years later saw his fall by 14 percent™ Instead of
one wage supporting the whole family, most families today must rely
on two incomes to keep from slipping backward on the economic
ladder. Families with only one breadwinner face a high likelihood
of economic deprivation; nearly half the slate’s single parent house-
holds live below the poverty line.D

The changing economy has brought unprecedented numbers of
women into the workforce. ~ Sixty-three percent of mothers in
two-parent families work, as do 61 Eercent of single mothers.
Mothers with Freschool children make up the fastest growing
segment of the labor market, and more than half of them return to
work before their baby’s first birthday.1L

The age structure of families is changing. The birthrate is at a 15-
year high. By the turn of the century, the population under 18 will
Increase by 25 percent. At the same time, greater longevity has led
to an unprecedented ?_rovvt_h in the elder population. By the year
2000, one in eight Californians will be over the age of 65, and the
number over 85 will increase by 81 percent. 1l

Hispanic, Asian, and black families will soon comprise the majority
of the state’s population. But many of our institutions - from
schools to the workplace - have yet to catch up with the needs of
their new "customers.”  Children of color are still those most likely
to attend over-crowded inner city schools which often leave their
students under-educated and ill-prepared to provide for the families
of tomorrow.  Black, Hispanic, and Southeast Asian refugee families
remain the poorest in the state.

These social forces combine to present challenges that will extend
well into the next century.

Who will care for the young and the old if family caregivers
are increasingly in the workforce?

Will the states new families be adequately prepared to
support future generations?

How can the multi-cultural skills and resources of new
immigrant families help to meet the competitive demands of
the global economy?

WIll generational barriers isolate elders from the mainstream

of community life, or can we find ways to ensure that families
and communities benefit from the experience and expertise

5



| believe California has the
opportunity to provide leader-
ship. and perhaps a legislative
blueprint, on what must be one
of the most complex, controver-
sial, and vexing areas o fpublic
policy  a supportive family pol-
icy. It isincreasingly clear that
to assumefamily policy isa pri-
vate mutter is bad public policy.
Individual private decisions may
have enormous public conse-
quences and, in many cases,
require support and resources
which are beyond the individual
or private association to
command
Alice lichman, Co-Chair
Family Policy Panel
United Nations Association

of the growing retired population?

How must the state"s fiscal and human resources be organized
to ensure a strong economy, while enabling families to
provide care and nurturance to all their members?

Every year the Legislature considers hundreds of bills designed to
assist the family. Parental leave, child care, family life education,
and maternal and child health are among many family issues debated
each legislative session. But lo date the Legislature3 actions have
been fragmented; we have yet to develop a comprehensive approach
to a statewide family policy.

The United States isconspicuous among the developed countries of

he world for its lack of a coherent family policy. California, with
one-tenth of the nation3 population and an economy that ranks
sixth in the world, is in a position to provide exemplary leadership
by enacting the nation 3 first family policy. The members of the Joint
Select Task Force on the Changing Family hope this report will
provide a step toward that goal.

e 1989 Nil* Winter

A New Approach to Defining "'Family**
No single description of California3 families adequately captures
their breadth and complexity. To say that the family no longer fits

Fro
fatii
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From California's presentpopu-
lation makeup we can see that
thefuture is one o feven greater
heterogeneity and r-en more
diversity.
Leo Estrada
School o f Urban and
Regional Planning, UCLA

the "'Ozzie and Harriet" model is to understate the extent of change
families have undergone in the last 30 years. Today, one of the
fastest growing family forms is the single parent family, the result of
an increasing number of births to unmarried mothers and a consis-
tently high divorce rate. But the remarriage rate is also high; 10 to
14 percent of all children now live in *blended"’ families.B

While two-generation families - parents and their children - are still
the most prevalent, four-generation families are not uncommon.
And an increasingi number of families consist of only one generation
- couples Iivin% alone. These families include a ?rowing portion of
“empty nest" families as well as younger couples who postpone
child-rearing or choose not to have children at all. Today almost as
many married couples do not have minor children as do. Nearly 1.4
million California adults live in unmarried couple households.

Given the diversity of families, the term itself conjures up any
number of images - a mother and child, grandFarents with grandchil-
dren, a couple, a blended family. Scholars, policy-makers, and family
advocates differ widely in their determinations of what comprises a
family. The Census Bureau defines family as “a group of two or
more persons related bgtblrth, marriage, or adoption who reside in
the same household." Others prefer to drop the last portion of that
definition so as to include absent fathers, grandparents, and others
who might not live under the same roof. Tax law, inheritance law,
and laws governing social welfare programs each incorporate
definitions of “the family"* that fit a single purpose.

As long ago as 1921, the California Supreme Court wrote, "Family
may mean different things under different circumstances. The family,
for instance, may be a group of people related by blood or marriage,
or not related at all, who are living together In the intimate and
mutual interdependence of a single home or household."1L

But the Task Force saw that what is common to all notions of the
family is its role - the functions that society relies upon families to
perform, no matter what their size, shape, or composition. The Task
Force identified the family’s five basic functions:

1) Maintaining the physical health ai.d safety of family members
by providing for their shelter, food, clothing, health care, and
economic sustenance.

2)  Providing conditions for emotional growth, motivation, and
self-esteem within a context of love and security.



Helping to shape a belief system from which goals and values
are derived, and encouraging shared responsibility for family
and community.

4) Teaching social skills and critical thinking, promoting life-long
education, and providing guidance in responding to culture
and society.

5) CreatinF a place for recreation and recuperation from
external stresses.

When the majority of these family functions are not fulfilled, family
instability can result, creating physical and emotional costs to family
members and social and fiscal costs to society.

Family Instability: A Costly Phenomenon

The activities of the family revolve around its two fundamental roles:
the "private™ role - caring for, nurturing, and gi]uiding family members,
and the "public" role - working to support the family economically.
Unfortunately, in today’ society, inadequate policies and unrespon-
sive institutions often cause those roles to conflict, jeopardizing the
care of family members and undermining their economic and physical
security. When that happens, families and society pay.

. Families without a full time caregiver at home - the majority
of California’s families - experience constant tension as they
try to balance their competing responsibilities at work and at
home. Analysts at Merck Pharmaceuticals estimate that
tardiness, early departures from work, and stress-related
health problems associated with the work-family conflict cost
American industry close to $300 billion in 1984.5

. Inadequate child care - especially the lack of supervision for
children after school - has been correlated with increased
rates of child injury, property uamage, and decreased school
achievement.  Breakdowns In child care arrangements can
cause parents to miss work and lose family income; the
dearth of appropriate child care options prevents some
parents from working at all. Families, communities, the state,
and - most disturbingly - children bear these costs.

« Lack of family time takes a serious toll on a familys ability
to nurture and care for its members. Family time is crucial
to children’ educational motivation and the development of
their self-esteem. A family’s activities at home are twice as



HV always say that our children
are our future and our people
are our most important asst,
but ifyou look at theway we
treatour childrenand our fami —
lies, it’spretty hard to believe
that nr understand that And 1
think itisextremely important to
bang our policiesand our insti—
tutions into conformity with the
requirements ofhealthy families.
Ray Marshall
Former U.S. Secretary
ofLabor

important as its social or economic status in predicting a
child3 academic achievement.T/

- Children who are not motivated to achieve academically can
be handicapped for life. California3 high school drop-outs
make less than two-thirds the earnings of high school
graduates, and less than half the income of someone with
college credit. They are more than three times as likely to
be unemployed and more than four times as likely to have
had trouble with the law."

. Taxpayers also bear the cost of inadequate family policies. In
1986, employed women who gave birth without any maternity
or parental leave cost American taxpayers over $108 million
in public assistance, compared to new mothers who had
maternity or parental leave."

. The 5.2 million California families who lack health insurance
- 80 percent of whom are working families - are less likely
than those with insurance to see a physician even when they
are experiencing serious symptoms. Their children are less
likely to be immunized, and uninsured pregnant women are
less likely to begin prenatal care early in pregnancy. In each
case, late intervention when problems occur is many times
more costly than early attention would have been.®

« Families in poverty bear costs that transcend dollars and
cents, for injury to the human spirit cannot be quantified.
The stress on a parent who cannot feed her children when
they are hungry; the loss of hope that defines the future of
an unemployed youth; the cynicism that grows out of want
and undermines the possibility for constructive change - these
injuries violate the values on which this country is founded.

A Public Policy Response

The goal of the Task Force on the Changing Family is to develop a

set of coordinated public and private policies that support families in

fulfilling their basic functions. Policies that are responsive to the

needs of today & families will promote family health and stability,

while those that are inappropriate and outdated will impede families~”
efforts to thrive.

The Task Force concluded that policies intended to support families
must recognize the family3 inherent strengths and enhance, rather
than replace, family resources. Policies must recognize that the

9
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family is part of a community, and that strengthening the community
can strengthen families. Most imBortantI , Statewide family policies
must broaden the options available to families, enabling them to
make choices that are responsive to their diverse situation” nd their
own special needs.

As we approach the 21st century, families will face contii. |, <a
and economic change. Families are our most fundamental social
unit, mtegi_rally connected to the well-being of every Californian.
How families fare deep(ly affects how the state fares. Policy-makers
in the ﬁubllc sector and the private sector, on both state and local
levels, have a stake in working together to support today’s families
and to ensure the strength of tomorrow's.

TOWARD A COMPREHENSIVE FAMILY POLICY

The Task Force on the Changing Family recommends that Foli_cy-
makers in the public and private sectors utilize the fol owmg
principles to guide them in developing policies to support an
strengthen families:

l The family is our primary social and economic unit. It
serves as an intermediary between the individual and society,
and provides its members with a sense of continuity and
belonging. A healthy family functions with an efficiency and
success rate that no other institution can match. The
functions of the family include:

Maintaining the physical health and safety of famil
members by providing for their shefter, food,
clothing, health care, and economic sustenance.

Providing conditions for emotional growth, motiva-
tion, and self esteem within a context of love and
security.

Helping to shape a belief system from which goals
and values are derived, and encouraging shared
responsibility for family and community.

Teaching social skills and critical thinking, pro-
moting life-long education, and providing guidance
in responding to culture and society.

Creating a place for recreation and recuperation
from external stresses.



Policies in all sectors of society, including government,
schools, the workplace, and the community, must support
families in carrying out these critical functions.

Policies must respond to the changing needs of today’s
families, while respecting their privacy, integrity, and
diversity.

Policies must assure the health and well-being of individual
family members, while promoting the stability or the family
system as n whole.

Policies must build upon fanv'y strenﬁth_s and promote the
right of all families to partiupote fully in the institutions
that afTect their lives.

Policies must address the continuum of family concerns,
from birth to death.
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Introducing The New Environmental

Agenda

The New Environmentalists

Environmentalists agree that while we have made progress in
certain special areas such as water pollution, the regulations associated
with the first Earth Day movement have failed to protect nature from
general deterioration. The movement advocated two types of changes:
greater sensitivity toward our environment and greater governmental
command and control regulation over it. On the 20th anniversary of
Earth Day, alternatives tostatist environmentalism arc increasingly ad-
vocated by the environmentally sensitive. There is increasing recogni-
tion that an environmentalism based upon property rights, incentives,
market mechanisms and voluntary associations have great potential for
environmental management. Concurrently, there isgreater understand-
ing of the potential for mischief inherent to political control. Aswar is
too important to leave to the generals, ecology is too important to trust
to politicians and bureaucrats.

On the First Earth Day the term “free market environmentalist"
would have been an oxymoron or described a null set. Today environ-
mental activists understand that such people exist and share with other
environmentalists a passion for nature.

The market oriented or classical liberal environmentalists have
moved up the learning curve. They understand the failure of profit
oriented organizations to consider environmental values. Unless they
face incentives, firms discount environmentally prudent behavior.
Likewise, U.S. Forest Service officials place their budget above eco-
logical considerations. In both cases the managers muke decisions on
the basis of information they have and the incentives they face.

These new environmentalists understand why past remedies have
failed and agree on the logic underlying the new methods that should be
tried. The market oriented environmentalists want to harness the power
of environmental concern. They stress the positive potential of private
property rights, the power of voluntary action when organized by
organizations such as The Nature Conservancy and the Environmental
Defense Fund, and usefulness of markets and voluntary cooperation for

ecological integrity.

This New Resource Economics, or free market environmental-
ism, is the only approach to environmentalism consistent with Ameri-
can traditions of liberty and individual responsibility. Before exploring
this model, I review the conventional approach.

Economics and Ecology

The root of both ecology and economics is derived from the Greek
word, oikos, meaning "house.” In a sense, this Green Blueprint is a
repair manual for that house and the institutions that govern it. What



we Ic;im licrc can be applied throughout the environmental policy
arena.

It is important lo understand that environmental problems ate
normally not caused by bad, malicious, or incompetent people: Given
the institutions within which they work, most people do as well as can
be expected. While increased environmental concern and widespread
understanding is important, it is policies and institutional arrange-
ments that most need reform. This blueprint proposes a scries of
reforms guided by the New Resource Economics, a mode of under-
standing that incorporates science, culture and economics. Specific
focus is on the creation of information and incentives in the institu-
tional environment in which environmental decisions are made.

People make decisions on the basis of information and incen-
tives. These incentives have moral,cultural and financial components.
The serious problems that have become so obvious are caused by
institutions that generate misleading or inaccurate information and by
incentives which encourage or tolerate environmentally costly behav-
lor. Federal agencies with management responsibility over lands and
waters claim that the problems can be cured with larger budgets, more
personnel, and grants of ever greater power. Hie best solution,
however, requires something more complex than expanded budgets
and increased power. Successful environmental management requires
institutional changes. This Green Blueprint outlines several.

The prospect of institutional reform threatens the special inter-
ests, including the federal bureaucracies, that control ourenvironment.
These institutions are enmeshed in political systems which produce
decisions based upon contending cultural and economic interests.
Reform is resisted by those most intimately connected to the institu-
tions most in need of reform.

There is one important reason why it is difficult to implement
reform: various special interests have stakes in (he existing arrange-
ments. Those who expect to lose from change will resist reform. In
contrast, many of those who would benefit from reform are unorgan-
ized and unaware. The taxpayers whose monies currently subsidize
destructive practices arc those most likely to be unaware of the likely
benefits. | hope this Green Blueprint provides useful understanding

that will foster reform.

America’s First Environmental Movement: The Progressive Era

Yellowstone National Park was created in 1872, and the National
Forests nineteen years later with the Withdrawal Act of 1891. They
stand as the finest monuments to the good intentions of the Progressive
Era. The Progressives had faith in “scientific management,” and they
believed that federal bureaucrats could be insulated from political
pressures. This sincere belief underlies the creation of the agencies
that manage the vast majority of America’s federal lands, approxi-
mately 700,000,000 acres, one third of the nation.

The Progressives assumed that scientific managers would act on
the basis of "higher” values. They apparently believed that an
environmentally sensitive Platonic despot would emerge as the bu-
reaucratic norm. This creature was to combine the knowledge of Aldo
Leopold, America’s revered pioneer wildlife ecologist, with the spirit
of St. Francis, the patron saintofthe environmental movement. But the
results ofacentury’s management reveal this idealized bureaucrat was

an impossible dream.

The Progressives' faith in " ientific management” resulted in
environmental costs, inequities, and economic inefficiencies. This is



pack Ba thin veneer of i flaatingon
avery deep ocean. The i@ Joes 1ot
on the surface, appear very homogene-
as. infd, itSpretty cricked wp. But
Trom a larger perspective it s indeed
very homogeneous, with roughly three
meters of thidkness throughout the
entire ocean. Also, because there B
littke precipitation in the areg, this
thidaess remains fairly constant

Another dominant feature of the
polar ie cap E itsconstant ciraulating
motion. To understand this, imagine a
map with North America at the bot-
tom and the Soviet Union at the .
with the North Pole in the middle.
Then imagine the iice rotating clock-
wise. and yau'll have the besic idea of
the Arctic ice (lov. Also, the iemass
moves inand out from the various
gorelires.

The firal thing tokeep inmind
about thismass of ie Bitsdie. Inthe
deep ofwinter itcan extend quite far
suth, into the region of lceland, al
along the coest of the Soviet Uniion,
aoross the Bering Strait, well down the
Greenland Sea, and into Baffin Bay in
Canada. The area of thisArctic ie
pack Broughly equal o the area of the
contirental United States.

To build this superhighway one
would need only a few sinple ma-
chires, one ofwhich ka relatiely
recent invention. The actual prooess
for constructing the road Bso sinple
that lwonder why ittook so log t©
think of it The way to build this roed
Bt build itout of ke.

In the oil industry we"ve recaitly
found thatt ifyou take cold water and
shoot #tout of a fire-hose norrle up into
the airwhen the temperature sbelow
terodegToes Fahrerheit, you make a
serv strog granular ie. For example,
atan Exxon drillirg platform in the
Beaufort Sea. workers builtwhat was
inessence a huge berm, a large pile of
icearound the structure, whiich lay in
about 40 lest of vater, that protects it
They made the pile of i s0 high that
itsak, st likean ioderg. And. &5 "4
percent of an icebery Bbelow vater,
the manufactured icebery continued ©
unk untill itgrounded on the bottom.
Then they tuilt up the berm pile. Cy
thismethod you can build ice at the
rateol two test per hour All itlakes B
oold v.ater and cold air. Kith ol which
ae inabu _Jince in the Arctic.

There®s axcond tedrological tool
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thatt can be used to build this ice roed;
it’scalled a gegphysical surveying crew.
This Bnothing more than a track
vehicle pullling some modules behind
it You can use both machines sinulta-
neocusly o create the roed. Arst. 3 lare
resenoir coulld be pumped out of the
i, and then a seriies of aqueducts
could be buiktout of ice by having a
geophysical suneying crew move along
the i, pulling behind ita longman-
drel on which iice has been sprayed.

As the vehicle moved along, itwould
cregte in itswake ftsown water pipe-
lireout of the . lestinate the i
thickness in thiscase would be about
100 feet, with awidth of saveral hun-
dred fest.

Based on my knowledge of the aosts
of geophysical work, jnd jkoon the
sinplicity of the materials—the natu-
ral cold air and water alreedy avail-
able—Itigure the Qsst of 1J.0C0-nule
road might be a lew hundred million
dollars For aproicct ot this sale, the
price tag Bastonishingly low.

But how will this road bear up as the
icemoves? Ican answer thisquestion
by asking you to think of the iceasa
piece of tisse paper.  Ifyou crumple
the piece of paper and then smooth it
out you have something that looks very
much like the thin Arctic ice pack
with dll isstrengths and weaknesses. If
you then put stresson that paper, really
push it, you find that in certain places
the stress concentrates and you get
cracks and pressure rids.

If. on the i, you introduce a strong
lirear feature, such esa roed, and push
again, what you find sthat those
cracks and pressure ridys, as they
come up agamsr the roed, will create
rucble and will m time even strengthen
the structure.

Engineers may someday ligurcout a
way o build ice roads more in the
shape of a trussof inother configura-
tias. as refinements ol the besic icea.
There has not et been much detailed
engineering work done inconnection
with ice toeds, but the beste notion B
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H ighway A cross the A rctic

ALL YOU NEED IS LOTS OF ICE

AND A FEWHUNDRED MILLION DOLLARS.

S imply put.
Polestar Ban
icea foracity at
the North Pole.

At the moment itB

only a visim, a concept
that Bbeing developed.

But it sav.sion that

holds great promise; ifit

can someday become a

redlity, itsglocal im-

pact—econamical ly,
enviromentally, so-
cially. and politically—
will certainly be
immense 3nd positive.

But first, inorder
build this city at the top
of theworld, there B
one specific project that would have
be completed. This project sknown as
World Route One—apermanent e
road across the North Fole, linking the
United States toa number of coun-
ries, including Greenland. Norway,
and the Soviet Union, that have
boundaries on the Arctic Circle. A
road like thiswould be ameans ©
commerce zwell asapeaceful, sym-
bolic lirk between the world™s two
superpovers itwould open a great
frontier tor the worId Spioreers, and at
the same tune enable ustou.c the
resources of an irea that h.es remained
closed only inour imeginations.

This ideamay vell seem lirtetdhed.
But ifyou had stood on “he North
Slope of Alaska tor 20 -ersand Iis-
tened rosomeone ©ll you tret, inthe
barren scene hctore you. | giat indus-
il complex would anise, n @ probable
would have G tted And \et thet B
precisely what has h.ippenej n -tie
North Slope 1%e learmed never to
underestimate what can be e n this

BY HAROLD C. HEINZE

part ot the world.

The natural resources of the Arctic
are both plentaful and largely un-
tapped. From this standpoint, one of
the most interesting things about the
North Pole B of course, that it Bat
the north end of the magnetosphere.

The Arctic ice
pack isa thin
veneer of ice

floating
on a very
Jeep ocean.

the earth”s huge generator and the
-ourceut that magnificent spectacle
known &s the northem lights, or ar-
*~tsture.ijif While iribnot ctknown
MW ‘ecan tgp the p. wen tthe mag-

netosphere. solving rispn Hem Bnot
beo rd the realmof possibility And it

there Bone place m the
world where "his power
could be taped, iEsin
the Arctiic. Bear in
mind that the incident
olar energy created in
the magneto®phere
each day Bthe equiva-
lent of the electrical
generating capacity of
the United States.

But energy Bnot the
only bountiful resource
inthe region Because
the Arctic Ccean sa
deep ocean, -t.tas
great potential m s
marine lie. We know,
for instance, that ngnt

on the edges of the ie self inAntarc-
ti, at the other geographic pole,
there 15 a shrinplike creature called the
kill that B0 plentiful that even ©
harvest a stall percentage of itspopu-
lation would be to alleviate the protein
needs of the world. As all oceans be-
yond a depth of 200 meters are essen-
tially the same in terms of marine lilg,
i'snot unreasonable to think that the
Arctic Ocean would give us an ewaiiv
rich yieldot food. Moreover, we know
next 1o nothing about the marine ute
that edists at the edge and under the
Arctic ie.

There wal reason o believe from
looking at a bnthometric map of the
ocean flaor, that there 15 anigh degree
ot minerairtation at the bottom.

So, assuming that wc decide ro take
advantage ot the resources there, and
<sbegin bv building an Arctic syper-
loghw tv.how ;!1l.1 r0.tJ n rienebe
nude & vork Av_jn begin to mover
this Question by expljuung somerm.ng
about the polar region. The Arctic e

rix m«aSPapo™ e |
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| certainly sound enough tomerit re-
i search into its fessibility

The purpose ot this new road would
be. list .ird foremost, commerce.
Samitrailers could haul goods between
the norttw-cstcm part of North Amer -
icaand new markets on the other sice
of the pole. In partiaular, one roed
could go acruss the top of the world t©
Svalbard, the Norwegian archipelagp,
and another road could prieed to the
Soviet Union and down into Europe.
Another highway could go to Green-
lad. Svalbard Ba lagical point fora

J hub because the Arctic i pack stays
| fairly close o the land there through-
out the year.

The distances involved would not
constitute 3 problem. The mileage
between Point Banow, Alaska, and
the Soviet coest, for exanple, Babout
2.000 miles. Ifthe road sa straigit
one and mosc of it swithout a speed
Iimit, the trawel time would be reason-
ably dort.

Of curse, when you st3"; building
roeds, the firdt thing that happens B
that people want tand nearby. And in
the Arctic the way to make more land
would be to spray more ice; soon you'd
have a place for people to settle.

This raisssan interesting question
about what the jurisdiction of any
settlenents along the ice highways
might be. Outside the 20C-mile territo-
rid limit, Iwould presume the law of
the sea preveils, because it snot land
in the normal terrtorial sense we are
talking about, but ocean.

One of the agpects of the Polestar
vision that gppeals tome most B imag-
ining settlements along Wor Id Route
One—somebody driving along the
road and saying; "1 like the looks of this
place, 1think Mistep here.” And just
as theywould in, sy, the Brazilian
jugle, they would carscout aclear-
Ing. Jst as people did when the Amer -
ican West was opening, they*dcome to
e

Somehow that coming together ol
pioneers, the iidea of openiing up termi-
tory to people who want tostart anew
lie there, mav be what makes this
visilmcome tne. 1

HaroldC Hemte Ej graduate
petroleum eginesr, presicnto/AnCoO
Alaska. and sni"jrvice-presicent Of

tre Atlantic RidhfieidCimpun;*
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Introduction

in the ten years since President Jimmy Carter signed into law the Alaska
National Interest Lands Conservation Act. Americans have become more
appreciative of its importance and its magnitude. With more than 100 million
acres of lands designated as national parks, refuges and other conservation
units—an area the size of California—ANILCA stands as the most comprehen-
sive and far reaching land conservation law ever enacted by any country.

But the Alaska Lands Act was not just a victory for land, waters, and wildlife,
it was a triumph for the cooperative efforts of the environmental community,
under the leadership of the Alaska Coalition, its friends and allies throughout
the nation. We celebrate Wild Alaska as a milestone in conservation history,
a spirit and organization to be revitalized and directed into our future efforts.

As in any product of legislative struggle and compromise, however, ANILCA
contains weakness, loopholes, and unanticipated problems.

One major shortcoming, ANILCA’s legislative direction to overdevelop the
Tongass National Forest, was reversed after ten years of effort by environmen-
talists. Congress passed the Tongass Timber Reform Act protecting new
wilderness and watershed areas and ending automatic funding for logging.
President George Bush signed the new law on November 28, 1990.

But a major battle remains: the controversy over protection of the coastal
plain of the Arctic National Wildlife Refuge. Against the backdrop of crisis in
the oil-rich sands of the Middle East, Congress a(];ain debates destruction of
the coastal plain as a result of failed energy policies. To protect this wild
treasure, environmental activists must lead the way toward alternatives to
increa«ed oil reliance, such as improved energy efficiency and a move to
renewable energy resources.

Ironically, while the drums of war in the Persian Gulf threaten the wildlife and
wilderness of the Arctic Refuge, the dawning of peace between East and West
in 1990 underscores the importance of Alaska’s natural treasures within the
circumpolar environment and the opportunities for better understanding and
international cooperation in protecting our common heritage.

Viewing Alaska’s place in the global environment of the 1990°s with its
heightened environmental awareness, better understanding of the transconti-
nental consequences of pollution on nature and humanity, and new opportuni-
ties for international cooperation, we must ask anew the three basic questions
that governed the structure of the original Alaska conservation proposals:

Have we protected all of the diverse ecosystems of Alaska? Are
there important lands, rivers and marine environments which
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should be protected as new conservation system units? What
are the needs and opportunities for new wilderness areas?

Have we protected complete ecosystems? Is the biodiversity of
each ecosystem conservation units protected? How can we
protect conservation system units from incompatible activities
taking place on inholdings?

Are the conservation system units being managed properly? How
have our existing laws been implemented? What conflicts exist
with extractive uses of our natural resources, with wildlife
management, and between state and federal goals?

And :0 this list, we must consider Alaskan energy development and transpor-
tation as a separate major issue, one that affects management of every
conservation system unit, lands and waters outside the conservation systems,
even international conservation efforts. Energy development policies dominate
Alaskan politics, the Alaskan economy and Alaskan natural resources. What
are the threats from oil and gas extraction, maritime oil transport, a new gas
pipeline?

This conference and this document gathers our best information and expertise
from the environmental community and from the resource agencies, scientists,
economic interests, the Native community, and the efforts of neighbors such
as Canada and the Soviet Union. To this we add the interests, experience and
skills of environmental leaders throughout the nation to examine Alaska in the
19905, not only our immediate challenge to protect the Arctic Refuge, as
important as that is, but our common opportunity to Erotect America’swildest
areas, to work within an environmentally sustainable economy, to identify
those values of international importance, and to cooperate with our neighbors
in better understanding and management of our shared heritage.



Alaska in th« Twenty cirst Century

The Triumph of the Alaska Lands Act-

10 Years Later

The Alaska Lands Act—formally the Alaska National Interest Lands Conserva-
tion Act of 1980. or ANILCA—was hailed by conservationists as “the Land and
Wildlife Conservation Vote of the Century.” No other measure has ever
protected so much wild land or wildlife, no environmental initiative had ever
Involved such a massive outpouring of support from throughout the nation,
nor had there ever been such an expensive, complex legislative battle
undertaken by the united environmental community.

ANILCA protected 104 million acres of new national parks, monuments,
refugies, forests, rivers and conservation areas—an area the size of California,
overlain with 55 million acres of wilderness—a total so vast that it tripled the
protected lands in the National Wilderness Protection System.

In addition, Congress provided the security of statutory designation to 27.6
million acres of refuges and monuments created by executive order prior to
the Act. Included in this catedqory the former Katmai and Glacier Bay national
m?nur)nents (now parks), and the former Arctic National Wildlife Range (now
refuge).

But while Alaska’s wilderness is magnificent, the Alaska Lands Act is but a
starting point,

The imperfections in the Alaska Lands Act, its subsequent implementation,
and even outside events like the current crisis in the Middle East, have again
brought the protection or exploitation of Alaska’s unique wild lands to the
forefront of America's attention. For the past four years America has debated
the same issue that dominated debate ten years ago: the fate of the coastal
plain of the Arctic National Wildlife Refuge.
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Our Immediate Challenge- the Arctic
National Wildlife Refuge

Located in the northeastern comer of Alaska, the Arctic Refuge is the only
extensive arctic and subarctic ecosystem in the world that remains protected
today. Its core first protected in 1960 by President Eisenhower, it is joined
today by the contiguous Northern Yukon National Park in Canada. Interna-
tional conservation hodies recognize it as the world’s greatest wild arctic
ecosystem. The Refuge provides important habitat for a wide array of wildlife,
including polar bears and caribou. The coastal plain is the heart of wildlife
activity, the most productive habitat in the ecosystem, and the birthplace for
an internationally significant caribou herd still hunted for subsistence by the
%wi_ch’i_n and Inuit people of Alaska, the Yukon and Canada’s Northwest
erritories.

Twice, in 1978 and 1979, during a period of energy shortages and international
turmoil, the House of Representatives passed an Alaska Lands bill which
afforded wilderness protection for the incomparable coastal plain of the Arctic
National Wildlife Refuge. The Senate did not agree. Instead, the 1980 law
directed the Fish and Wildlife Service to study the 1.5-million-acre coastal
plain of the Refuge for its oil and gas potential and its wilderness values.

The provisions of ANILCA protect the refuge from development unless
Congress passes new legislation authorizing oil and gas leasing. However, in
1987, the Reagrn administrations completed a report recommending that
Congress enact full scale oil and gas leasing of the entire coastal plain. The
report overlooked major impacts of oil development, overstated the area’s
potential oil and gas reserves and virtually ignored the region's wilderness
values. Athough the report has been challenged in court, its finuings have
been endorsed and repeated by the Bush Administration.

Controversial as the Bush Administration’s development proposal is, the oil
industry made gains by lobbying committees favorable to their interests which
reported development legislation in 1988 and 1989. None of the hills came to
the floor of either chamber because of strong opposition from other
committees and the wave of public reaction to the devastation caused by the
Exicon Valdez disaster in the spring of 1989. Nevertheless, by the fall of 1990.
the controversy was once again being debated against the backdrop of crisis
in the Middle East arid a threatened oil supply. The oil industry has aIread?]/
begun a new lobbying initiative where Aaska oil development is equated wit
loyalty to American troops in the Persian Gulf.
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Although access to the coastal plain has long been coveted by the oil and gas
industry, the actual impact of the Alaska Lands Act and other public land laws
was to make available for development over 90% of Alaska's suspected oil
reserves. In fact, the Arctic Refuge coastal plain represents the only 125 miles
out of Alaska’s 1100 mile long Arctic Ocean coastline—en shore and off
shore—which is not open to development. Even the waters directly offshore
from the refuge have been leased hy the State of Alaska.

If the Arctic Re_fu?_e coastal plain is made available to development as well,
the Fish and Wildlife Service, using overl}/ optimistic assumptions, estimates
only a one-in-five chance that oil could be found in commercial quantities, and
only a one in one hundred probability of a giant Field on the scale of Prudhoe
Bay. Such odds may be appealing to the highly competitive multinational oil
firms which fight to gain access to any remaining frontier areas, but they
would not assure domestic energy security for the United States even if the
Refuge had no competing natural values of any kind.

But the refuge has great environmental value. Leasing legislation would turn
the very heart of the refuge to private oil interests to exi)lore and develop.
Exploration means the immediate destruction of the wilderness core. The
network of roads, pipelines, airfields, drilling pads, housing and other
infrastructure which would accompany oil extraction would turn the area into
an industrial zone.

Oil Dependence and the Environment

Just as the Mideast crisis underscores U.S. dependence on oil, the tragic oil
spill in Prince William Sound demonstrated that oil and pristine environment
do not mix. The Exxon Valdez dumped 11 million gallons of crude oil into the
Sound, washing up on more than 700 miles of coastline. More than 11,000
dead birds were recovered, more than 600 otters. The massive destruction of
wildlife affected national parks, forests and wildlife refuges and once again
debunked the industry-perpetuated myth that beautiful natural environments
can be “developed in an environmentally sound manner.”

The Vvaldez was only one of 10,000 spills that dumped 20 million gallons of oil
onto our nation’s land, water and wildlife in 1989. That devastation continues
each year, whether from pipelines, tankers, operator error or any of the other
countless “accidents” that occur. And these spills are in addition to the
irreversible damage that occurs to an environment by the construction and
maintenance of the gigantic industrial infrastructure necessary for the
exploration, extraction, and transportation of oil.
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Despite the reality of U.S. oil dependency, and the destruction inherent in oil
extraction, the oil industry continues to argue that the U.S. somehow can be
more independent and nationally “secure™ if we drill our beautiful wild areas.
But the facts prove the contrary:

L The geological formations which underlay American lands
and waters contain ong/ 4% of the world’s oil reserves. The U.S,
could not achieve “independence” from foreign oil by develop-
in% all of it. The nation will aways be dependent on foreign oil
unless alternative energy policies are researched, developed and
receive the full backing of our nation’s political leadership.

2. Ol prices will never be influenced by the tinY |oercentage of
oil that may be found in the Arctic National Wildlife Refuge or
other pristine places. Even accelerated production of reserves
in Prudhoe Bay, the nation’ largest, did net dampen domestic
prices in the fall of 1990. The nric.t of oil, like any other world
commodity, will be dictated by \yorid market pressures, includ-
ing on the demand for oil by the U.S. and other industrialized
nation’s, and particularly by those circumstances that affect the
major reserve holders.

3. If every drop of oil which the most oatimistic oil company
forecast from the Refuge were today in the pipeline, the price
of oil would still rise on fears of Persian Gulf instability, and the
American driver would still pay pump prices that reflect the
world market cost of oil plus h profit for the industry. That oil
could be used up and American lives will again be risked to
protect those foreign sources on which we now depend.

4. The onlvway to achieve independence from world oil market
price swin?s is to reduce U.S. dependence on all oil, whether
domestically produced or imported. And the only way the
independence can be achieved is through a national commit-
ment to a new ener%y policy that chans a steady progression
away from an oil dependent economy perpetuated by oil
industry political efforts.

A New Energy Policy

The environmental community points to the savings of energy possible through
increased conservation, energy efficiency, and the development of alternative
fuels, solutions to an energy crisis *hich are both more substantial and more
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