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The President 
The White House 
Washington, D. C. 

Dear Mr. President: 

THE SECRETARY OF COMMERCE 

WASHINGTON, D.C. 20230 

September 14, 1966 

As chairmen of your Committees for Development Planning in Alaska, we have 
the honor to submit to you the first report of the Review Committee and the 
Federal Field Committee, "Alaska Economic Development and Public Policy". 

The report outlines the steps taken to implement Executive Order 11182 through 
the creation of an organizational structure for joint Federal-State planning 
in Alaska. It contains the views of the Field Committee in consultat{on with 
the Review Committee on the development potential of the state with commentary 
and proposals for federal policies and programs. These views, portrayed as a 
"strategy of growth" for the Alaska economy, offer the estimate that Alaska can 
be developed, can significantly contribute to the total National growth, and 
that a unique opportunity for State-Federal partnership in economic enhancement 
is presented. 

Policy, planning and program recommendations are offered within discussions 
and analyses of human and natural resource opportunities, the capital formation 
situation and the basic service fields. 

As an initial report, we have chosen to deal broadly with all areas having 
significant economic growth potential, leaving more detailed planning to sub
sequent functional reports following the broad policy guidelines of the Review 
Committee. 

The working relations established with the Governor of Alaska, his Cabinet, and 
the interested state departments have been most cordial and effective; and the 
Committees believe that a successful pattern for state and federal joint economic 
and coordinated resource planning is emerging. 

irspectfully yours, 

IL-,~ c~ 
John T. Connor, Chairman 
President's Review Committee for 

Development Planning in Alaska 

~:oseph H. FitzGe~ald, Chairman 
(/ Federal Field Committee for 

Development Planning in Alaska 
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CHAPTER I 

SUMMARY AND CONCLUSIONS 
Executive Order 11182 of October 2, 1964, estab

lished Federal machinery for long-range economic 
and development planning in Alaska and provided for 
cooperative and coordinated action with the govern
ment of the State of Alaska in the development and 
execution of such plans. The need for long-range plan
ning in Alaska, the type of Federal machinery estab
lished, and the provision for coordinated and coopera
tive planning with the State all reflect a set of 
circumstances peculiar to Alaska. 

When Alaska was granted Statehood in 1959, it be
came the State with the largest area (586,000 square 
miles ), the longest coastline ( over 32,000 miles ), and 
the smallest population (approximately 200,000 ). Al
though it was considered to have vast resources, they 
were largely undeveloped. Most of the settlements 
were along the coast; and only four communities ex
ceeded 5,000 in population: Anchorage, Fairbanks, 
Juneau, and Ketchikan. Except for the Alaska High
way-with its connections to Fairbanks, Anchorage, 
Valdez, and Haines-the State was largely without an 
inland road system. Moreover, since World War II, 
population shifts had caused a concentration of popu
lation close to the military bases at Anchorage, Fair
banks, and Kodiak, with the vast hinterland declining 
in economic activity but faced with a Native popula
tion explosion. 

To these could be added other long-range problems 
peculiar to the geography of the State: 

• Its separation and distance from the rest of the 
United States and the resulting adverse cost effect on 
all imports and exports. 
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• Its vast mountain systems that block easy entry 
to the interior. 

• Its need to establish environmental control in 
Arctic and subarctic areas ( often at great cost and 
only after extensive research and development) . 

• Its lack of adequate power at sufficiently low 
cost to attract industry. 

• Probably most important, its too few people in 
an area as large as a subcontinent to develop a reve
nue base that could support rapid expansion of public 
facilities required for opening the country and stimu
lating resource and industrial development. 

After Statehood, the need for long-range develop
ment was fully recognized by both Federal and State 
officials. They had reached tentative agreement on a 
plan for a coordinated approach when the earthquake 
of March 27, 1964, struck southcentral Alaska with 
devastating effects. In view of the need for large-scale 
Federal assistance to rebuild the stricken areas of the 
State, the Federal Reconstruction and Planning Com
mission was created by Executive Order 11150; and 
Senator Clinton P. Anderson was appointed its chair
man. This Executive Order incorporated much that 
had previously been agreed upon by State and Federal 
officials as a basis for long-range planning. Simultane
ously, the Governor of Alaska issued a counterpart 
Executive Order and the State and Federal Govern
ments worked jointly in the planning and administra
tion of the reconstruction effort. These Commissions 
directed much of their efforts toward the rebuilding of 
facilities in a manner that would contribute to the 

long-range development of the State. 



On the basis of this experience, the Anderson Com
mission recommended the establishment of a perma
nent, joint Federal-State planning committee to con
duct long-range economic and resource development 
planning in Alaska, which "should move forward at 
once, building upon the momentum developed in the 
course of reconstruction." Executive Order 11182 of 
October, 1964, was responsive to this recommen
dation. 

Federal Stimuli to Development 

Throughout its work the Field Committee must be 
conscious of the role of existing and customary Feder
al programs as a major tool of economic development 
in Alaska. 

Although the extensive military buildup in Alaska 
during World War II-and again during the Korean 
crisis-hastened the development of the civilian econ
\<;>my by providing roads, airports, seaports, :md other 
c
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apital improvements essential to economic develop
ment (as well as a steady infusion of funds on which 
related service industries could be built), there has 
been, necessarily, a lag in the translation of this devel
opment into a relatively sophisticated, balanced, civil
ian economy producing goods for export to other 
States or foreign countries. As a result, the State re
mains too dependent upon the Federal establishment 
as its major industry. And of equal or greater 
significance, this type of capital development has add
ed little to the tax base of the State. In short, the State 
is too dependent upon an import of dollars through 
the expenditures of the United States Government 
without sufficient spin-off into social capital which can 
broaden the base and, hence, the self-sufficiency of the 
civilian economy. 

But, if the State has a high degree of dependence 
on Federal expenditures, it is also true that the vol
ume of expenditure is great enough-if properly di
ected-to have a major impact on the course and di
rection of the economic growth of the State. It is in 
this light that the Executive Order recognizes not only 
the need for long-range development planning in co
operation with the State, but also the unique 
significance of Federal programs in the development 
process. 

The Committee established as its initial guidelines: 

• That it would review the principal areas of eco
nomic development within the context of existing 
agency authorities and programs. 

• That it would seek to recommend policies and 
programs consistent with such authorities. 

• That it would recommend legislation and new 
programs- as distinct from modification or extension 
of existing programs-only where clearly desirable re
sults can be obtained in no other way. 

The report to the Cabinet-level Review Committee 
dated December 1965 (and from which this Presi
dential Report is adapted}, sought to accomplish this . 

. Alaskan Economy 
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The following four tables with accompanying brief 
narratives are designed to summarize several of the 
key features of the Alaskan economy. 

This exhibit shows the continuing dominant role of 
government (Federal, State, and local) as a source of 
personal income for Alaskans. Total government pay
ments have declined only 4 percent since 1950 with 
Federal payments dropping about 13 percent and 
State and local climbing 9 percent. Since Statehood, 
the total government figure has held fairly constant. 

CHART 1 

Relative Roles of Private Industry and 
Government in Alaskan Personal Incomes, 1950-1964 
( in percentages of wage and salary disbursements) 

1950 1953 1956 1959 1962 1964 

Government: 
Federal* 55.9 55.4 5 1.2 48 .2 42.8 43.2 
State and 

Local 4 .1 4 .0 5.8 7 .4 12.7 13.0 

Total 60.0 59.4 57.0 55.6 55.5 56.2 

Private: 
Com modity 

Indust ries 21.9 21.5 22.5 17 .2 13.1 13.6 
Distri butive 

Industries 18 .1 19 .1 20.5 27 .2 31.4 30.2 

Total 40.0 40.6 43.0 44.4 44.5 43.8 

• Includes military. 

Source: U.S. Department of Com merce, Survey of Current Busl-
ness and Alaska State Development Corporation, Annual Report, 
1965. 

While until recently product industries have de
clined percentagewise, the distributive industries (in
surance, banking, transport, wholesaling, retailing, 
etc.) have shown significant growth. 



This exhibit shows increases in both population and 
total personal income, with the latter increasing 70 
index points since Statehood. Per capita income has 
increased more than proportionately. A momentum to 
growth is underway. 

CHART 2 
Alaska Income and Population Changes, 1950-1965 

RELATIVE 
TOTAL TOTAL 

PERSONAL POPULA- INCOME 
INCOME TION CHANGE 

YEAR (in millions) (thousands) (1950 = 100) 

1950 $322 138 100 
1953 511 212 159 (+ 59) 
1956 537 220 167 ( + 8) 
1959 562 220 175 ( + 8) 
1962 660 243 205 (+ 30) 
1965 854 253 265 ( + 60) 

Source: U.S. Department of Commerce, Alaska Department of 
Labor, and Alaska State Development Corporation. 

This exhibit presents a comparison of cash receipts 
and expenditures for the State of Alaska for the fiscal 
years since Statehood. While total receipts have in
creased approximately 136 percent, total expenditures 
have increased almost 240 percent. 

CHART 4 

This exhibit shows the relative position of the ma
jor industries of the State's economy as measured by 
value of product. Fisheries have been dominant over 
the period; but forest products, oil and gas, and the 
minerals industries have shown dramatic upward 
trends. Agriculture and furs have remained un
changed. Those industries for which 1965 data are 
available ( preliminary estimates in millions ) include: 
Fisheries, $160.9 ; Minerals, $46.7 ; and Oil and Gas, 
$36.8. 

CHART 3 

Major Alaskan Commodity Industries 
by Value of Product, 1960-1964 
(in millions) 

INDUSTRY 1960 1961 1962 1963 1964 

Fisheries $ 96.5 $128.7 $126.5 $104.7 $125.0 
Forest 

Products 47.3 44.7 49.7 50.l 58.0 
Minerals 20.6 17.8 18.8 35.2 35.5 
Oil and Gas 1.3 17.0 28.4 32.7 35.5 
Agriculture 5.4 5.5 5.8 5.5 5.6 
Furs 4.8 4 .2 4.3 4.4 4.4 

Total $175.9 $217.9 $233.7 $232.6 $264.0 

Source: Alaska State Development Corporation, Annual Report, 
1965. 

Comparative Statement of Receipts and Expenditures for the State of Alaska, FY 1960-FY 1965 
(in millions) 

Total Receipts 
Total Expenditures 

1960 

$64.0 
$45.6 

1961 

$61.2 
$54.4 

1962 

$99.4 
$70.2 

1963 

$104.7 
$101.3 

1964 

$131.5 
$132.5 

1965 

$151.0 
$152.7 

Percent 
Change 
1960-65 

136% 
239% 

Note: Figures are on a cash basis. Figures for 1960-1962 are not entirely comparable because of changes in budget format . 
Source: Alaska Department of Administration, Division of Finance, State of Alaska Annual Financial Report. 

What can be concluded is that the Alaskan econ
omy has entered a period of resource development 
which can sustain a healthy growth of its economy 
during the next decade. 

The momentum generated during the reconstruction 
period _following the March 27, 1964, earthquake is 
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being reinforced by orderly development in certain 
extractive industries- particularly oil and forest prod
ucts-coupled with a modest but healthy reorganiza
tion and expansion of the fishing industry and a po
tential explosion of summer tourist traffic. In the 
service fields, the State has developed a successful 
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ferry system which is making possible a substantial 
growth in the tourist movement in southeastern Alas
ka and the Prince William Sound area. Elsewhere, sea 
transportation to Anchorage and the railbelt has been 
revolutionized on an efficient, modern, competitive ba
sis. Finally, Anchorage (the principal city of the 
State) has grown to a size which has permitted it to 
become a banking, insurance, transportation, and 
commercial center for much of the State--a necessary 
development to the healthy growth of the State's econ
omy. 

There are, however, substantial problems requiring 
immediate attention if they are not to obstruct the 
economic development of the State. Westward Alaska 
remains virtually undeveloped-without roads, har
bors, or industry-beyond a limited tourist develop
ment of Nome, Kotzebue, and Point Barrow. The con
ditions of the Native peoples in this area are below 
acceptable standards and will remain so until an ade
quate economic base is afforded them. The State's 
slender revenue base can supply only limited capital 
funds for major improvements such as roads, airports, 
recreational facilities for tourism, and other social 
capital investments. In some extractive fields-such as 
mining-there are also serious deficiencies in terms of 
adequate surveys, mapping, and road and harbor de
velopment. 

Many of Alaska's economic problems are rooted in 
the State's price-cost relationships. It is the problem 
of becoming and remaining competitive with the rest 
of the United States and that part of the world which 
it faces in a trade sense. As in international econom
ics, high prices can be serious inhibitors of develop
ment; while a reasonably competitive posture can 
accelerate development. Our efforts are continually 
focused on making incisions in this difficult problem 
whenever and wherever possible. Given the present 
high level of government activity in the region, the 
issue is frequently confronted in terms of government 
programs. Similarly, in the private sector, we look 
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constantly toward encouraging those market forces 
which have a chance of redounding to the larger pub
lic interest. 

Role of the Government 

There is no need for apology for the character and 
extent of present Government participation in the eco
nomic development of Alaska. Fortunately, the imme
diate and long-run interests of the State merge with 
those of national policy; the several interests are not 
antagonistic, but rather, are complementary. This can 
be readily seen to encompass not only the general wel
fare of its citizenry, but also the more specific matter 
of Alaska's place in the nation's total resources in the 
areas of fisheries , minerals, timber, recreation, and re
search. 

In this perspective, the supportive role of Govern
ment ( with its broad spectrum of programs in Alas
ka) is central to both the solution of the immediate 
problems and orderly, long-range development. This 
Report analyzes the significant fields of prospective 
development but omits the series of recommendations 
as to Federal policies and programs made in our com
panion report to the President's Review Committee on 
Alaska. In both cases the analyses ( and recommen
dations) are not designed to be precise blueprints for 
economic development nor are they represented as to
tal solutions to Alaskan development. We see our con
tinuing task (and subsequent reports) as being that of 
successive refinements of the general directions here 
set out-of moving more and more from a generalized 
course to particularized programs. The establishment 
of priorities and the relating of costs and benefits will 
be necessary ingredients. Development, after all, is a 
dynamic process involving a number of forces operat
ing in concert and contradiction. In this first Presi
dential Report, our attempt has been to single out 
those general areas where wise public policy may be 
expected to yield the greatest returns. 



CHAPTER 2 

THE ALASKAN ECONOMY 
The problems of Alaskan economic development 

center around size and price. The penalties of small
ness and the fact of high price-cost factors are related, 
but they are not " one-for-one" identical. The com
bination of low volumes and high prices adversely 
affects virtually every sector of the State's economy
land, labor, and capital. The requirement to help 
make Alaska competitive is an operational imperative 
to its economic growth. 

Ultimately, the problem of attracting and retaining 
private capital will be solved only when the expected 
yields on investments in Alaska compare favorably 
with those of the available alternatives. This competi
tive condition depends, importantly, on a whole series 
of price-cost relationships, which, at the present time, 
give every indication of being substantially "out of 
line" in the case of Alaska. Expected returns are ob
viously increased when expected costs are reduced. 

Therefore, it is important that policy programs be di
rected toward ensuring a reasonable relationship be
tween prices and costs. The alternative is for Alaska 
to "price itself out of the market." This will become 
increasingly important as the economy advances into 
the stage of manufacturing, commercial, and service 

activities. 

In this connection, two apparent myths need to be 
dispelled. The first is that Alaska's distance from sup
pliers and markets satisfactorily explains the price 
structure of the State. The evidence suggests that any 
price differential exceeding roughly 15 percent of the 
Seattle price should be suspect. This is not to say that 

5 

transportation rates are at an optimum level; but, 
rather, it is to alert the policymaker to the fact that 
preoccupation with Alaska's peculiar transportation 
disadvantage can cloud the total analysis. 

A second pitfall is the danger of an almost mystical 
faith that technology will always "bail us out." It is 
both true and desirable that technological and mana
gerial innovations probably will result in lowering 
cost factors in the most growth-producing sectors of 
the Alaskan economy. A leading role for science and 
research in the long-term development of the State is 
essential and is recognized herein , but to assume that 
this alone will be enough to bring price levels into 
line is questionable indeed and not sufficiently likely 
to warrant tying public policy to it. 

Finally, on the matter of the degree of Federal par
ticipation in Alaskan development, it is fitting and 
necessary that in the longer term, Alaska enjoy its 
place among the community of States with a viable, 
self-sustaining economy. It is an axiom of develop
ment theory that capital begets capital, and the 
amount and type of injections of the proposed public 
expenditures are designed to accelerate this regenera
tive process. Further, it is recognized that a broaden
ing of the base of the State's economy is greatly to be 
desired in that it presently runs the danger of having 
all economies tied to a few primary products ind~s
tries- an undue sensitivity to world markets and, 
hence, subject to severe cyclical fluctuations . For the 
immediate time, this risk should be accepted, and an 
attempt should not be made to graft a complex mer
cantile economy onto a rudimentary one. 



The Condition of the State 
The problem of the Committee is, of course, a de

velopmental one with three key objectives: 
• To broaden the civilian economy away from its 

present degree of Federal dependence. 
• To achieve maximum returns from existing ex

penditures. 
• To propose new high-yield programs. 
We have adopted a series of theses which, to a greater 

or lesser extent, have been supported by observations 
and analyses over this first year of activity. A brief 
statement of each of these helps to frame our task and 
explain our directions. 

First, there is now sufficient economic horsepower 
to be harnessed in order to drive the Alaskan econ
omy forward in an orderly process of development. 
The economic and political settings are now-favorable 
for such a move. 

Second, reconstruction expenditure·s have had a 
powerful, stimulating effect upon the Alaskan econ
omy and have created circumstances especially favora
ble to further development planning. There is a mo
mentum to development-growth begets growth-and 
the aftermath of the earthquake catastrophe has pre
sented the outlines of such a phenomenon. 

Third, timely and major economic development in 
Alaska in the national interest continues to require 
heavy Federal participation at this stage ( within the 
context that in the longer-term, self-sustaining, eco
nomic growth is properly a State matter and the 
present level of Federal participation should ultimate
ly be viewed as transitional) . 

Fourth, in our context, planning for economic de
velopment is, to the extent practicable, an indirect 
process of providing incentives and stimulation to pri
vate enterprise and investment. In other contexts and 
other societies, other philosophies of development 
planning might be selected, of course. 

Fifth, the private sector of the Alaskan economy is 
now and, in the near future, will continue to be based 
primarily on raw materials and primary products 
from such resources. While a sophisticated, modern, 
commercial service sector is with us in Alaska, there 
is not the immediate prospect of any advanced manu
facturing economy. 

Finally, the "Native problem" is better solved by 
providing opportunities for education and Native par
ticipation in the total Alaskan economy than by fos
tering the development of a separate economy for Na
tives . All forces point toward the wisdom and 
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rightness of working for integration of the Native into 
a single, but diverse, evolving Alas_kan economy 
through improved education and salable skills. 

Against the backdrop of these themes, the approach 
of the Committee is supportive. Several directions to 
the analyses are possible: 

• An area approach in which emphasis is on pro
grams designed to fit particular regions ( e.g., the 
southeastern, the northern, or the westward region) . 

• A time period approach in which programs are 
designed to service short-run, intermediate, or long
run development needs. 

• A topical approach in which programs are de
signed to treat the several sectors ( e.g., physical re
sources, power and transport, and tourism ) . 

The approach selected is primarily topical in empha
sis, the chief exception being the Native problem. 

It is, of course, not surprising that the copious liter
ature in the field of economic development provides a 
useful framework and substance from which to view 
Alaska's particular development problems. In many 
respects it fits the development model: 

• There is a chronic shortage of capital for devel
opment and expansion. 

• The economy is narrowly based and dependent 
on extractive industry. 

• It has a serious "import imbalance" in its 
"trade relations." 

• Selective inflation is a problem and modern 
managerial and marketing methods are relatively 
unused. 

• There is need for so-called "social overhead cap• 
ital" ( e.g., docks, roads, power) expenditures to help 
create a climate for development. 

In other respects, Alaska does not fit the develop
ment model very well, and it is important that these be 
recognized: 

• It is underpopulated. 
• It has a transient population. 
• It is part of the Republic. 
Accordingly, our analyses have drawn on those por

tions of the literature that are relevant and helpful to 
the Alaska case and have, hopefully, avoided the pol
icy pitfall of straining to make the varied faces of the 
immediate case fit any particular doctrinal model. 

Several issues present themselves in formulating an 
approach for development planning. One is whether 
an intensive or extensive approach is preferable at 
this point in the development of Alaska. That is, is it 
better to select certain key fields ( e.g., oil or power) 



and concentrate resources on their growth to the ex
clusion of others, or is development best enhanced by 
spreading resources so as to bring the several sectors 
along together in balanced fashion? Our decision is to 
adopt, principally, the latter approach (parallel vs 
series development). 

A corollary item is the matter of priorities. The 
general guideline ( and desirable goal) is to assure the 
expenditure of resources in those directions which will 
most likely give the greatest return on the develop
mental dollar. Translating this proposition into pro
grams is always a problem, and is especially so in 
Alaska. The available data are spotty and often unre
liable or in unsuitable form wl.ien available at all. In 
future reports of this Committee ( and as data and 
time permit), it is expected that reliable cost-benefit 
analysis can be usefully employed in the ranking of 
projects and programs. It is, indeed, one of our imme
diate efforts in all fields to improve the system of 
informational flow and feedback. Yet it is important 
not to let data deficiencies result in a paralysis of 
policy. We have, then, in our analyses identified those 
areas where the evidence indicates that the most 
significant yields will come while cautioning explicitly 
where the limitations of the data make conclusions 
more tentative. 

In sum, then, the approach of the proposed pro
gram herein contained is one of "orchestration"-of 
bringing along in a systematic, integrated way the 
leading area~ of the Alaskan economy that are 
touched by Federal activity and encouraging the State 
to organize and conduct its developmental activities 
in balanced fashion. 

Native Alaska 
In initially considering the economic development 

problems and potentials of areas largely populated by 
our Native people, the Committee reached a policy 
consensus that we take as axiomatic that "the Native 
problem" is better solved by providing opportunities 
for education and Native participation in the total 
Alaskan economy than by fostering the development 
of a separate economy for Natives. 

Economic development in Alaska is concentrated 
along the narrow coastal belt from southeastern Alas-

. ka to Kodiak and Bristol Bay and inland along the 
so-called railbelt area. The vast expanse of land north 
and west of the railbelt area has seen very little devel
opment, and most of this is the remnants of the early 
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mining and trading days with a sparse sprinkling of 
newer military installations. 

Westward Alaska would present no urgent problem 
of development if it were not for the Native popula
tions-Aleut, Eskimo, and Indian peoples-who in
habit the area and who are faced with the difficult tran
sition from a primitive use-subsistence economy to a 
modern way of life. The Federal Government has ex
tensive programs for these citizens, but it has not 
been able to do the job rapidly enough because eco
nomic activity in the area has tended to decline rather 
than increase. As a result, we find the Native popula
tion surviving on a mixture of use-subsistence econ
omy supplemented by a few jobs but principally by 
relief checks. Housing standards are deplorable and 
are clearly the worst in the Nation. One area, Wade
Hampton, is officially described as the poorest civil 
division in the United States. 

There can be no solution to the problem which does 
not include the development of a viable economy in 
the area which can afford the people the opportunity 
to earn a decent living, acquire adequate housing, and 
live as the rest of Alaska's population does . 

It is sometimes said that the Native populations of 
Alaska should go back to their primitive use-subsis
tence economy, and all that is required is adequate 



housing and education. This is pure romanticism. The 
Natives could not go back to their former ways if they 
wished to-and they do not. In this context, it is 
worth taking the time to review the history of the 
Native problem. 

Ecological Imbalance 

The problem of western Alaska is one of ecological 
imbalance brought about with the white man's arrival. 
Western Alaska's sparse population is today mostly 
indigenous or mixed. Until this century its forebears 
were a self-sufficient, nomadic people who spent their 
full time wrestling a subsistence living from nature. 
The strong survived. When nature was inhospitable, 
mortality increased. · Those who survived were, 
through the fact of survival, good physical specimens. 
Quality of the stock was maintained by nature's harsh 
methods. There was no welfare check, no reservation, 
no population explosion. The land's carrying capacity 
was reflected in relatively constant populations. 

With the white man's arrival sporadic seasonal 
influences of a cash economy were felt on the outer 
periphery and gradually infiltrated the region. The in
terior rivers became the transportation network. Na
tive Alaskans were hired to cut firewood for steam-pow
ered river boats. Firewood was also needed to thaw 
placer ground along the major rivers and deep within 
their tributary systems. Between mining and transpor
tation, free fuel for those who traditionally lived from 
the land was exhausted in the very areas to which the 
Natives were drawn by the development of communi
ties. Also, with the stampeders came cash de~and for 
fur. Access to outside markets was given by the stam
peders' primitive transportation systems. So the fur 
resources on which the Native had traditionally de
pended-not for cash but for clothing and food
largely disappeared as an element in the subsistence 
economy. 

The supply and natural distribution of fish were 
altered in ways reflecting early commercial packing 
methods and unconcern for resource perpetuation. 
Processing plants were commonly and conveniently lo
cated in the mouth of the creek, to move to the next 
creek one cycle later when the production p6tential of 
the first had been destroyed. Migratory birds-a sta
ple item of diet each spring for the western Alaskan
were denied him by international treaty fostered by 
outside sportsmen. That the Native had long been a 
practicing conservationist is attested to by the fact the 
birds had returned annually for centuries. 
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Meanwhile, offsetting the loss of subsistence re
sources, the white man's diseases were introduced. Tu
berculosis had had a wholesale equalizing effect by 
the time effective steps were taken to control it. In 
1950 the measured death rate from tuberculosis 
among the Native people was 20 times the national 
average and among children under 14 years of age, 
one hundred times the national average. In the years 
since, the spreading of tuberculosis has been 
significantly reduced. Consequently, in 2 decades, 
adult Native mortality has dropped enormously and 
Native populations have grown correspondingly. 
Through hospital treatment in major communities, 
most ative families have now been exposed to the 
white man's way of life, his economy, and his think
ing. This generated in the Native needs he had never 
known while giving him no means for their realiza
tion. Different clothing, different diet, different pur
suits, greater longevity, and greater numbers have 
changed his life and outlook-and seldom to his ad
vantage. The welfare check has been substituted for a 
subsistence livelihood. The absence of both training 
and employment prevents his getting off welfare just 
as his greater numbers, acquired tastes, and depleted 
resources prevent his return to a subsistence economy. 
Confusion of cultures and values, disease and despair 
have deprived him of health and purpose. The welfare 



check has created an invisible reservation that defeats 
the Native as surely as would a reservation marked by 
physical boundaries. Until the full force of national 
policy is brought to bear on the problem, there will be 
no hope of widespread improvement for the Native 
peoples in Western and Arctic Alaska. 

Possible Solutions 

The solution to the Native problem is not impossi
ble. Surely the imagination, determination, and re
sources available to public policy can enable us to 
solve the problems of 40,000 citizens. 

The areas which the Natives inhabit have natural 
resources which can support an acceptable way of life. 
Some consolidation of villages will likely have to oc
cur and, therefore, some further sociological disrup
tion; but this is a necessary cost to acculturation and 
economic accommodation. As always, there must be 
some reasonable balance between taking an economy 
to the people and taking the people to an economy. 
Further, from the development planning standpoint, it 
would be most helpful if the economies established 
were relatively labor-using rather than labor-saving in 
character. 

The principal resources are some fisheries, minerals 
(including oil), and a substantial tourist potential. 

<;_ourtesy Anchorage Daily News 
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The development of these resources is complicated by 
the relative absence of good harbor facilities along the 
Bering Sea and Arctic Coast and an almost total lack 
of roads. An immediate survey of potential harbor 
sites in the area should be undertaken by the Corps of 
Engineers along with an evaluation of various meth
ods of lightering between ship and shore. The Corps 
now has Congressional authority for investigation of 
the feasibility of a deep-water harbor at, or in, the 
vicinity of Nome; but funds to initiate the investiga
tion are not now available. Such a survey would also 
include the Pribilof Islands, where the Native problem 
has recently been the subject of a Human Relations 
Task Force Report sponsored by the State govern
ment. 

The waters off the west coast of Alaska are among 
the richest fishing areas in the world . While the devel
opment of a United States industry, which would be 
competitive with Japanese and Russian fleets, presents 
difficult economic problems, it appears that with 
changes in packaging and marketing techniques, the 
United States could participate in a more extensive 
way in the exploitation of this resource. The State and 
Federal agencies involved should give attention to the 
economic evaluation of this potential as well as to 
possible methods of harvesting, packaging, and mar-



keting which would establish a Native fishing industry 
on an economically sound basis. 

Considerable mineral exploration and development 
is now occurring on the Seward Peninsula and 
completion of necessary survey and mapping work in 
this area should be given the highest priority along 
with the development of suitable harbors and roads. 

With the buildup of mining on the Seward Peninsu
la and the possibility of a deep-water port at Cape 
Nome, the establishment of a limited transportation 
network out of Nome can now be evaluated. This 
would also fit well with the development of a substan
tial tourist movement at Nome, Kotzebue, and Point 
Barrow. The Bureau of Indian Affairs has an effective 
program for training Natives in arts and crafts, and 
this should be knit together by an effective marketing 
setup with special emphasis on sales to tourists in 
Alaska. 

The development of a plan for commercial exploita
tion of the oil resources in the Naval Arctic Petroleum 
Reserve could be undertaken at this time, as it could 
lead to the rational and efficient development of oil 
resources in the Arctic and provide substantial em
ployment to the Natives. 

As an immediate step to alleviate the deplorable 
housing conditions of the Natives, S.1915, introduced 

Courtesy Anchorage Daily News 

Courtesy Anchorage Daily News 

by Senator Bartlett, is required legislation. The Feder
al Government could, by administrative action, extend 
its loan programs in areas where Natives are capable 
of purchasing homes on long-term credit. Although 
Federal and State employment practices are specifical
ly designed to avoid discrimination, Natives have 
difficulty in learning about job opportunities and in 
getting to central points of hire. Greater employment 
of Natives in their own environment would aid mate
rially in their acculturation and economic progress, 
and the Committee believes that the Civil Service 
Commission and the State Employment Security Di
vision should study procedures governing recruitment 
and training to determine whether greater employ
ment of Natives could be achieved without adversely 
affecting work standards. 

As demonstrated in other portions of this Rep~rt, 
the region has a real development potential of great 
economic value to the United States as a whole-not 
just to Alaska. By pulling together the portions of the 
topical reports which relate to the region and by lay
ing the foundations for broad-scale planning effort on 
a multi-agency basis, the Government can achieve a 
development program to solve the economic prob
lems of the Native population of Westward Alaska. 



Capital Formation 
Central to any economic development task is the 

matter of capital attraction and retention. This section 
treats the problems and prospects of capital formation 
in Alaska. It is exploratory in that, at this point, no 
final pronouncements can be made as to exactly how 
much and at precisely what rate new capital should be 
( or even is being) committed. Careful economic anal
ysis can, however, point up the directions and kind of 
capital expenditures that would most likely yield the 
greatest returns in the current Alaskan context. 

We take as given, and fully endorse, the Anderson 
Commission's judgment that the time is propitious for 
"building upon the momentum developed in the 
course of reconstruction." The present economic cir
cumstances in the State are favorable to creating a 
more viable, self-sustaining economy than existed be
fore the earthquake-in particular, the recent develop
ments in the oil and minerals, forest and fisheries in
dustries. The trick is to harness the forces that are at 
work in the economy and encourage and guide them 
into useful development. The task is the provision of 
capital for private development and public facilities. 

The longer-term goal is to secure a broadly based, 
self-regenerative, efficient economy which attracts and 
retains predominantly private capital funds at rea
sonable rates and with reasonable earnings. The short
term goal is to find that mix of public and private 
capital which will move the economy toward 
self-sufficiency in a timely fashion and with a mini
mum of price and employment disruptions. 

Public Capital 

Historically, presently, and at least for the near fu. 
ture, a substantial amount of public capital-Federal, 
State, and local-is required to keep the economy of 
Alaska moving ahead in terms of products and serv
ices, population, and incomes. And, despite the fact of 
Statehood, Alaska remains heavily dependent on Fed
eral participation in its economic life. In employment 
and payrolls alone, Government comprises over 40 
percent of the nonagricultural totals ( excluding mili
tary} with the Federal Government responsible for 60 
percent of them ( Chart 5). 

The Economic Development Administration and the 
Small Business Administration are particularly well 
suited to provide finance capital for worthwhile 
projects emerging in the industries of tourism, for
estry, fisheries, and minerals. There is no need to view 
any such funds as providing "soft money." With 

CHART 5 

Indicator of the Role of Government 
in the Alaskan Economy, 1964 
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Average Total 
Monthly Yearly Per Cent 

Employment Payroll of Total 

Total Wage & 
Salary Non-
Agricultural 
Employment 65,380 $530,647.470 

Government: 28,076 $213,040,032 40% 
Federal* 17,258 134,864,452 
State 6,276 46,518,290 
Local 4,542 31,657,290 

• Does not include military personnel. 

Source: Statistical Quarterly, Alaska Department of Labor, Em
ployment Security Division, 1964. 

sound proposals and assurances of managerial skills, 
the basic strength of the Alaskan economy allows a 
good chance for successful commitment of public 
resources. 

Now that the great and rapid infusiun of earth
quake recovery funds is past, it is important that pub
lic policy now look more sharply at just how it 
can be more discriminating and precise in its future 
injections. This involves consideration of the timing 
and rate of flow of funds as well as their directions. 
On the former point, it is entirely possible that, for 
certain periods, the Alaskan economy can experience 
capital absorption probleIIJs where population and the 
basic product industries ( as opposed to distributive 
and service activities) are too "thin" to "take" any 
further expansion. Here the result can be capital re
dundancy, market bottlenecks, and artificially induced 
cost-price pressures. A deft hand at the spigot is the 
rule if we are to achieve a healthy, moving equilibri
um in the economy. On the latter point, good manage
ment of public investment monies dictates that grants 
and loans be allotted in a systematic, integrative man
ner so that, to the extent possible, each transaction 
enhances the chance of success of every other project. 
Here some feeling for an overall plan and program is 
the key ( that is, fish product refrigeration loans 
should be thought of in connection with harbor and 
dock facilities, small boat, or air cargo financing ; mo
tel loans with ski area, bus tour, or air taxi financing; 
and so on). In this way, noi only does rational devel
opment take place, but the reinforcing effect of each 



individual project on every related one has a chance 
to work. 

In addition to funds that can be provided directly 
by Government agencies to finance particular projects, 
the area of social capital expenditures in the broader 
sense is now of immense importance to the future of 
Alaska's economy. The provisions of harbors and 
piers to allow and encourage an expanding fishing 
fleet, of roads and park facilities to accommodate an 
increasing tourist flow, and of cheap power to stimu
late manufacturing activity and foster population 
shifts all help to create the climate for full-scale, pri
vate development to take hold. It is the provision of 
"infrastructure" in the jargon of economic develop
ment literature. And, again, each program must be 
conceived as an integral part of the larger context of 
regional development where the policy test should in
clude the question: How does this fit with the desired 
overall pattern of growth? 

Finally, and in a still broader sense of the term 
"public capital," the research talents, the technical 
skills, and the informational resources of appropriate 
Government agencies should, as a policy matter, be 
marshaled to spur Alaska's growth. Grants of Govern
ment research monies and quasi-public foundation 
funds to university and research organizations inter
ested in enlarging the state of scientific knowledge on 
Alaska are much needed. The national interest re
quires, then, a massive concentrated effort by State 
and Federal units over the whole range of Alaska's 
problems in order to allow the broadening of its de
velopmental base and to hasten the transition from 
heavy public support to a primarily private impetus. 

Private Domestic Capital 

The solution to the capital accumulation problem is 
ultimately to be found in providing adequate incen
tives for the attraction of private capital, enhancing 
expected yields, and encouraging reinvestment 
through retained earnings. In short, capital formation 
involves treating risk capital well ( through minimiz
ing impediments to capital flows into the State), creat
ing a favorable tax climate for properties and earn
ings, and offering investment opportunities 
competitive with available alternatives. 

Recurring throughout this study is the Committee's 
judgment that the most fruitful direction for Alaskan 
development at this time lies with the extractive indus
tries. Accordingly, greatest returns can come most 
rapidly from attracting the big investment capital of 

major firms in the primary industries. Current dy
namic developments in the oil and gas, timber and 
copper fields have, in our judgment, brought the econ
omy in its capital dimension to the "take off" stage 
where growth can become self-sustaining. We are con
sistently emphasizing the big firms because the effort 
required to locate, get at, process, and transport the 
State's primary products is large indeed and demands 
proportionately large commitments of finan'ce capital 
and scientific and engineering resources to develop 
efficient techniques and volume handling. While the 
strength of the emerging economic forces may well be 
such that substantial development may take place 
"anyway," it is important that public policy at all 
levels coincide with these forces and aid and guide 
them in wholesome directions. 

This is not to suggest that all the cost factors are 
adverse in the development of primary industries. 
With suitable transport and adequate power supply, 
the location of many of Alaska's known resources 
( e.g., timber ) close to tidewater would permit cheap 
bulk carriage. The high quality ( thus higher unit 
yields) of much of its virgin finds, the state of tech
nology ( and, hence, productivity) in the extractive in
dustries, the existence of a growing economic market 
in the railbelt area, and the geographic location of the 
State on the world's Far Eastern and European trans
port routes can all work as favorable cost factors. 

The capital-deepening and capital-widening activi
ties of major firms investing in Alaska will have the 
effect of broadening the economic base of the State by 
allowing for the further proliferation of commercial 
service and distributive businesses on top of this and 
expanding employment and increasing public revenues 
for State programs. 
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The Fairbanks-Anchorage-Kenai area is the eco
nomic heartland of this State. In recent years Fair
banks has seen a substantial buildup in scientific facil
ities, largely associated with the University. It has 
become the national center of various types of Arctic 
research; and, in connection with the space program; 
it has become an important center of upper air re
search. A deliberate policy of concentrated Arctic re
search located in Fairbanks, or administered out of 
Fairbanks, could provide much of the economic sup
port needed for continuing growth in interior Alaska. 

Anchorage is the economic capital of the State. It 
has, in effect, replaced Seattle in this position. It is 
increasingly the banking, insurance, service and dis
tribution center; the center of the oil and gas in-



CHART 6 
Alaskan Commercial Banking and Insurance Company Finances, 1960-1964 
(in millions) 

Per Cent 

1960 1961 1962 1963 
Change 

1964 1965 1960-1965 

Banks:* 
Total Assets $227.2 $233 .4 $238.4 $275.2 $347.8 $354.8 56% 

Insurance Company 
Alaskan Investments 56.8 71.6 77.9 85.3 88.0 88.0 55% 

• Does not include mutual savings and sav ings and loan institutions. 

Source: Alaska State Development Corporation, Annual Report, 1965. 

dustry; an important international air traffic stop; a 
year-round seaport, and a gateway to tourist and 
recreation areas as well as to the Kenai Peninsula. 
Having almost half · of the State's population, and a 
most favorable location, Anchorage is the logical eco
nomic core from which a series of manufacture and 
finishing industries can spring. Through a doctrine of 
concentrated development and joint public-private 
participation, substantial broadening of the industrial 
base could be achieved in a few years. 

The amount of private, investable, loan money in 
Alaska is, at this time, very difficult to ascertain. This 
results partly from the difficulty of separating truly 
private accounts from private accounts filled with 
public grants or loans and partly from the fact that a 
good deal of capital used to finance Alaskan invest
ments comes from institutions outside the State. With 
these cautions, Chart 6 is presented to show that the 
trend in loanable funds in Alaskan commercial bank
ing and insurance company finances is dramatically 
upward. This suggests only that a considerable amount 
of capital that is generated in the State is remaining 
here. For the period 1960 to 1965, the increases in 
total bank assets were 56 percent and, in insurance 
company investments, 55 percent. Further, (though 
not shown in Chart 6 ) , the percentage increase in to
tal demand deposits in Alaska over the same period 
was over five times that of the United States. 

Just how much of each dollar of value generated in 
Alaska stays in the State after the initial transaction is 
impossible to determine with any precision. What is 
clear is that: 

• The more the returns to capital remain in the 
State, the greater the impact on development through 
the investment acceleration principle. 

• The more the earnings of the work force remain 
in the State, the greater the effect of the income multi
plier through the turnover of money. 

• Different industries operating in Alaska, having 
different characteristics, have investment and income 
effects that differ widely. 

In part, the outcome is determined by whether the 
industry is capital-intensive or labor-intensive and in 
part by whether there is a corporate structure which 
allows a ready outflow of earnings. For these reasons, 
tourism is perhaps the best income generator in terms 
of the velocity of money, while present oil operators 
would rank low, both on employment and on the per
cent retained of dollar value generated (not, of 
course, total amounts retained through leases, royal
ties, etc.). Fisheries and the fish -processing industries 
would rank high on both counts to the extent they are 
land-based and locally owned operations. The same 
can be said for timber industries. 
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Therefore, policies and incentives directed toward 
encouraging industry to establish plant and facilities 
for further finishing beyond the extractive stage will 
be required in order for the State to enjoy maximum 
economic development from its primary resources. 

Private Foreign Capital 

More than most States, Alaska has the opportunity 
to enjoy the benefits of private foreign investment cap
ital. Again, this is because of its present stage of re
source development and the increasing world demand 
for primary products which the State has in abun
dance. The principal sources of foreign capital are, 
not surprisingly, Japan and Canada. Japan has al
ready invested heavily in timber and pulp operations in 
southeastern Alaska and is reportedly actively nego-



tiating for another large facility in southcentral Alas
ka. An influx of Japanese capital into the fishing and 
fish-processing industries appears to be on the hori
zon, and some interest in sheep raising in the Aleu
tians is reported. As the Japanese generally bring 
sound financial backing and great managerial skill to 
such ventures, their interest in investing in Alaskan 
industry should be encouraged and aided. (In the 
competition for foreign capital, it is noted that west
ern Canada, for its part, now has about twenty J apa
nese firms active in British Columbia and the Yu
kon.) 

To a much more limited extent, Canadian capital 
has flowed across the border into mining activities. 
Quite naturally, investment opportunities in British 
Columbia and the Yukon Territory have commanded 
their attention; though recently there has been overt 
interest expressed on the part of Canadian companies 
to extend their operations into Alaska-in particular 
to follow lodes and deposits across political bounda
ries. Again, government policy should be to do all 
that is possible to foster the free flow of international 
capital (perhaps, especially, in the light of current 
problems of United States capital outflows abroad). 

Our attention should not be unduly focused on ex
isting sources of international investment funds. It is 
in the nature of modern capital that it is our most 
mobile productive factor. The French and Scandina
vians have, from time to time, indicated some interest 
in capital activities in Alaska. Federal and counter
part State agencies should vigorously continue their 
programs of attracting foreign capital to Alaska. 

Capital Theory and the Alaskan Economy 

A few points can be made regarding the usefulness 
of basic economic capital theory in treating the Alas-

kan economy. Mention has already been made of the 
income multiplier, the investment acceleration princi
ple, and capital absorption problems. How these relate 
to cyclical-or perhaps episodic-disturbances in this 
economy is worthy of some hard speculation. 

It is possible that because of some peculiarities of 
location, time, and circumstance, Alaska could be sub
ject to a "regional business cycle" in much the same 
way as are a number of countries with a narrow, ex
tractive base which are, in some measure, facing 
world market prices and which are heavily dependent 
on "exports" for the financing of their "imports." The 
analogy can easily be overdone, but it would be help
ful to future analysis and public policy if the fact 
could be denied or established. It is true that, in the 
year immediately prior to the infusion of public capi
tal on the occasion of the earthquake, the economy of 
the State was in a significant downturn. The great 
inflow of money after the earthquake yanked the econ
omy abruptly 0°ut of its doldrums and thrust it for
ward. The question in this respect is: What is the 
proper kind, amount, and timing of continued capital 
injections from all sources? How can self-sustained 
growth be achieved in a balanced fashion between 
commodity and service industries on a broadening 
base and within the framework of an expanding popu
lation and a stable price level? The answer is, of 
course, more difficult than the posing of the question. 
Our thesis is, at this point, that the economy of Alas
ka presently "heats up and cools down" too rapidly in 
the capital area. It is unduly responsive to slight eco
nomic disturbances. In order to find out if this is in 
fact so ( with its obvious implications for policy) , we 
are investigating the possibility of constructing a com
posite sensitivity index. Several series are being gath
ered and analyzed for applicability as economic indi
cators. 

14 



CHAPTER 3 

RESOURCE DEVELOPMENT 
It is natural that in the quest for a viable, self-sus

taining, healthy economy for any emerging region, 
the area of resource development demands prime at
tention. With Alaska the long discussed and frequent-
1 y romanticized "vast resource potential" can now be 
transformed into realized national wealth. What is re
quired is active interest in the transformation and 
wise public policy along the way. Central to this last 
is the recognition that despite Alaska's high ratio of 
service-to-commodity activities, the economy is still at 
the primary products and extractive stages. Though 
the amount of public assistance required to accelerate 
development in the several resource sectors varies 
from sector to sector, the fact is that further public 
expenditure in the form of exploration assistance is 
essential to reducing the risks to acceptable levels for 
private activity to fully commit itself. The resource 
industries here considered are minerals, including oil 
and gas; forest products; fisheries; agriculture; and 
tourism. 

Minerals and Mineral Fuels 
This subject is treated first as this area appears to 

be the most optimistic one for immediate and dramat
ic growth, led especially by the recent developments in 
the oil and gas fields in Alaska. 

Oil and Gas 

There are now 6 oil and 10 proven gas pools in the 
Cook Inlet-Kenai area, and further exploration is be-

ing carried out by private companies in a major way. 
The Southwest (Bristol Bay) and the Arctic Slope 
areas should see significant exploratory activity in 
1966-the latter being an already partially proven 
area through the work of the Navy under the so-called 
" Pet 4 Project." The productive oil and gas fields and 
fields of proposed development are indicated in Chart 
7. Direct revenues realized by the State on oil and gas 
activities amounted to $59 million during the period 
1962-1964. This compares with $39 million for the 
previous 3-year period; Chart 8 presents the growth 
of these receipts since Statehood. 
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In addition to the rapid rate of growth in oil and 
gas production in the Cook Inlet area (as now seems 
likely) , it is desirable that general oil and gas activi
ty, be a Statewide development to the extent possible. 
To this end, the 20-year-old policy of withdrawal from 
use of the Naval Petroleum Reserve No. 4 should be 
reviewed and consideration should be given to open
ing this land for leasing at competitive bid. This ac
tion would very clearly accelerate the development of 
the economy of the entire North Slope and would con
tribute substantially to easing the unemployment and 
transportation network problems of the area. While, 
historically, there has been some Congressional oppo
sition to reversing the withdrawal action until rea
sonable recovery of the public investment in the 
project could be assured, that prospect is now with us. 
Such action would be entirely consistent with estab
lished public policy. An assessment by the Department 
of Defense of the appropriateness of such action 
should be the next step. 



Courtesy Ward W. Wells, Anchorage, Alaska 

Petrochemical Industry 

An intermediate range development that we look 
upon with favor would be the establishment of the 
petrochemical industry-refineries, by-products, and 
derivatives-in Alaska. For, if Alaska becomes the rich
est oil State in the Union, it is improper that petro
leum products be among the highest priced commodi
ties to Alaskan markets because of a round-about 
production and distribution process. A concrete step 
in this direction has recently been made with the an
nouncement of the establishment of a multimillion
dollar manufacturing complex on the Kenai Peninsula 
having a capacity of 1,500 tons of ammonia per day 
and JOOO tons of urea per day. Construction of the 
plant is scheduled for completion in 1968. It is quite 
possible that a gas liquefaction plant may follow to 
further broaden the base of a petrochemical industry. 
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Other Minerals 

Because of the existence of alternative mineral fuels 
for local use and the sub-bituminous quality of most 
known coal fields, the present outlook for Alaskan 
coal is not too optimistic. However, with competing 
uses for gas l e.g., fertilizers and liquefaction for ex
port) , increasing electric power consumption in the 
railbelt area, and possible mineral finds which would 
allow mine-mouth cheap power production, the picture 
could change significantly. 

Other important mineral occurrences in varying de
grees of commercial development include copper, 
asbestos, mercury, tin, nickel, platinum, and iron. 

Despite these scattered successes in minerals devel
opment, all indications are that in the purely literal 
sense of the cliche, "we have only scratched the sur
face" of Alaska. The minerals of Alaska are truly a 
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CHART 7 

PRODUCTIVE OIL OR GAS 
FIELDS AND FIELDS OF 
PROPOSED DEVELOPMENT - 1965 

KEY: -~ 
SOURCE: 

PRODUCTIVE OIL OR GAS FIELDS 

PROPOSED OEVELOPMENT 

ALASKA DEPARTMENT OF NATURAL 
RESOURCES , JUNEAU, 1965. 
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CHART 8 
Alaskan Gas/Petroleum Revenues, 1959-1964 
( in thousands) 

. RENTALS & 
REBATE BONUSES 

FROM ROYALTIES, 
FEDERAL FEES & 

YEAR LANDS PERMITS TAXES TOTAL 

1959 $ 4,403 .4 $ 4,023.3 $ 3.8 $ 8,430.4 
1960 2,804.3 552.2 15.0 3,371.5 
1961 4 ,647.2 22,932.1 209.0 27,788.2 
1962 7,857 .7 16,0 13.2 367.3 25,238.1 
1963 8 ,16 1.2 8 ,480.4 388.6 17,030.2 
1.964 8 ,8 15 .1 7,350.8 407.0 16 ,572.9 

Total $36,688.9 $59,352.0 $1,390.7 $98,431.3 

Source: A laska State Development Corporation, Annual Report, 
1965. 

national asset, and a new appraisal of national policy 
toward them is clearly in order. As noted above, it is 

time to move from a posture of faith in potentials to a 
fully funded , tough-minded investigation into what 
the mineralization of the State actually is and from 
there to full development. Several forces have made 
the timing propitious . 

One of these is that the known mineral resources 
presently provide a quite narrow base for major eco
nomic development, especially of the type of balanced 
growth that is most desirable. The limitations are geo
graphic and sectoral and are characterized by the pre
cariousness which attends over-dependence on any few 
sectors. Diversification of mineral development is the 
proper goal, and the opportunity is here. 

A second force in this connection centers on the 
fact that Alaskan mineral industry output must face 
outward toward United States and world markets 
(rather than toward a local one) and, in turn, must 
be viewed in a world context. The world demand for 
minerals has been steadily increasing and more rapid-
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public expenditure on exploration assistance (includ
ing geological, geochemical, and geophysical map
ping) as well as some legislative changes to encourage 
exploration and by providing the necessary land and 
water transportation facilities. Such an increase in 
public expenditure at this time would greatly enhance 
private development of the minerals industry ( as evi
denced by adjoining canadian experience) . In short, 
the expected "yields" to public "investment" in ex
ploration and transportation assistance are very great. 

Inspection of Chart 9 reveals that only a very limit
ed portion of the State (3 percent ) has been mapped 
to show details important to economic geology on a 
one-mile-to-the-inch scale and only a little more (15 
percent ) at four miles to the inch. In the economist's 
terms, it is a case where the marginal product ( that 
is, the yield resulting from an additional expenditure) 
is, at this time, very likely to be far greater than the 
marginal cost ( that is, the additional expenditure) . 

The Canadian experience in British Columbia and 
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CHART 10 
MINING PROPERllES 
OPERATING OR UNDER 
DEVELOPMENT - 1965 
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the Yukon-on the matter of mining and exploration 
-is particularly instructive for the Alaska case. They 
have integrated programs of exploration and develop
ment assistance in the mineral area that are energeti
cally supported by public and private elements alike 
and which have resulted in very high payoffs. Com
parisons are appropriate here in that the same tech
nology of mapping procedure (helicopter, air photo, 
and aeromagnetic techniques ) are available to each; 
the terrain and climatological difficulties are certainly 
similar along our great border; and there is no appar
ent reason to believe that Alaska is significantly 
different from her neighbor in the economic geology 
sense. In fact, Alaska's mineral production eventually 
should be 30 times as great as at present if production 
per unit of area should equal that of the 11 western 
States which have similar geology. 

A rough indication of the varying pace of activity 
in the Canadian side, as compared with the Alaskan 
side, can be seen in Chart 10. ( Canadian expectations 



are that, over the period 1960-1970, total milling ca
pacity will have doubled from 64,000 tons per day to 
130,000 tons per day.) On this sketch map are pre
sented the active mining properties as of summer 
1965. These total about SO in the case of British Co
lumbia and the Yukon, as against 8 in Alaska. In
dexes of acreage offered and leased, claims filed, 
number of prospectors, and dollars invested show sim
ilar disparities. The indications are that companies 
operating on the Canadian side of the border are anx
ious to follow their strikes across into Alaska and that 
other companies are independently interested in start
ing afresh in Alaskan minerals development. The 
Canadian pattern of constant interchange between 
public survey activities and the private minerals in
dustry as finds are suspected or established by either 
has resulted in driving development forward in a self
reinforcing fashion. Alaska's rate of growth in this 
respect should at least equal that of its Canadian 
counterparts. Nor would we likely be faced with the 
matter of excessive foreign ownerships in the industry 
-a concern which some have posed for Canada. 

It is clear that any policy program designed to 
thrust Alaska ahead toward large returns in mineral 
development must treat the threefold considerations of 
availability, accessibility. and salability. To this end 
public policy for a flourishing minerals industry 
should include: 

• Public participation in helping to finance the 
cost of exploration. 

• Adequate information services from Govern
ment mining departments' geologic surveys and map
ping activities. 

• Favorable treatment of risk capital in the in
dustry. 

• Adequate transportation facilities- principally 
roads, waterways, and harbors-for access to mineral 
deposits and finds. 

• Favorable mining laws that govern the staking 
and holding of mineral claims. 

Forest Products 
The orderly development of the forest products in

dustry and its impact on the Alaskan economy is now 
clearly established, and we wholeheartedly underwrite 
the programs worked out by the State and the U.S. 
Forest Service. Like the oil and gas area in Alaskan 
development, it is in "good shape." A few facts and 
figures help position the industry for analysis. 

Courtesy National Geographic Society 

Resources 

Alaska's timber resources are large. It has about 
119 million acres of forest land of which 28 million 
are classed as commercial forest. It is estimated that 
215 billion board feet of marketable timber are con
tained in commercial forests, 80 percent of which are 
described as coastal. The coastal forests are an exten
sion of the rain forests of the Pacific Northwest and 
British Columbia and extend for a thousand miles 
from Ketchikan to Kodiak Island, as shown in Chart 
11. The interior forests are less dense, of different 
size, type, and maturity, not fully inventoried, and 
clearly less commercially attractive at the present 
time. 

In value of product, the timber industry in Alaska 
is second only to fishing. In 1954, 84 million board 
feet were c11t; in 1961, 354 million, and in 1965 the 
annual cut went to 405 million board feet. The ap
proximate dollar values for these years were $15 mil
lion, $48 million, and $63 million, respectively. These 
large annual harvests are still only about half the al
lowable cut (i.e., that which permits a sustained 
yield). The recent Forest Service sale of 83/4 billion 
board feet of timber ( under a SO-year contract and 
requiring construction of a third large pulp mill) gen-
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erally completes the large long-term, commercial offer
ings from the Tongass National Forest. When this new 
commercial operation gets underway, it is expected 
that the additional annual cut will exceed 175 million 
board feet. Extension of the process to the other great 
Federal holding, the Chugach National Forest, is on 
the near horizon. 

The timber industry has invested about $200 mil
lion in Alaska, and the new mill referenced above will 
substantially increase that figure. Capital is from both 
domestic and Japanese sources. Employment and pay
rolls have continued to rise in the industry, reaching 
2,400 men and $19.8 million in 1964. With the in
creasing worldwide demand for wood and wood prod
ucts, exports show a continuing upward trend. 

Governmen t Activities 

As in the case of minerals exploration assistance, 
Government activities can be directed usefully toward 
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enhancing the progressive development of Alaska's 
forest industry through speeding timber surveys and 
inventories, funding for access roads into commercial 
areas, making available monies from the Economic 
Development Administration and the Small Business 
Administration, and encouraging research toward new 
techniques and equipment in logging and processing. 
Again, as in the minerals area, a careful analysis of 
the British Columbian experience in its timber in
dustry development programs could be instructive to 
the Alaskan case. Traditionally, well over a quarter of 
Canada's exports are from forest products and over a 
third of these come from British Columbia. Good pub
lic policy here should include setting up a fairly for
mal arrangement for a c~ntinuing dialogue between 
interested agencies in the United States and those of 
our Dominion neighbor. A proper goal is the attain
ing of more complete and integrated manufacture of 
forest products in Alaskan mills (e.g., lumber, veneer, 



and plywood). In time, Alaska should be able to sup
ply a large part of its own forest products needs. 

Fisheries 
Large Potential 

Fisheries constitute the largest industry in Alaska, 
but the actual potential afforded by the fishing banks 
off the coast of Alaska from the Arctic to southeastern 
Alaska is virtually untapped, with foreign fleets har
vesting far more than is harvested by American inter
ests. As tempting as the potential may be, the prob
lems involyed in a major expansion of the fishing 
industry are formidable. The United, States does not 
have modern fishing fleets comparable to the Japanese 
and Russian fleets, and we have only limited, shore
based packaging and processing facilities. Before a 
specific program can be recommended for Alaska, a 
great deal of analysis and evaluation is required. Such 
evaluation and analysis must be done largely at the 
Governmental level, as a cohesive industry which 
could exploit the potential is not now in existence. In 
addition to the harvesting problem ( and the further 
expansion of fishing into such fields as bottomfish, 
crab, hard-shell clams, and shrimp), the study should 
also deal with the processing problem and the market
ing problem. Any significant expansion of U.S. fishing 
in Alaska will involve the development of new ship
ping techniques and marketing practices, some of 
which may involve air shipment as well as container
ized shipments by the hydro-train system and Sea 
Land_ 

In the North Pacific region as a whole, the United 
States catches less than 1 billion pounds annually out 
of a potential catch estimated in the neighborhood of 
10 billion pounds. The distribution of resources in 
this area can be measured by the extent of the conti
nental shelf and the concentration of fish. On this ba
sis, the continental shelf area in the eastern Bering 
Sea region exceeds the combined continental shelf 
area of all regions from southern Oregon northward 
to Unimak Pass in the Aleutians; and its fish popula
tion is estimated to be greater_ Except for salmon, the 
resources of the Bering Sea are largely untouched by 
U.S. fishermen_ 

Many Problems 

The problem of fisheries development in Alaska is 
interwoven with the depressed economic state of many 

Courtesy National Geographic Society 

communities, particularly the Native villages. Any 
fisheries study should, therefore, consider the training 
and employment of Natives for maximum participation 
and efficiency in such operations as well as the means 
by which harvesting, processing, and transporting of 
the product may be improved. 

If development of the fisheries is to be undertaken, 
the problem of harbors and waterways should be at
tacked simultaneously with the study of improved 
fishing and processing methods. Shallow-draft harbors 
providing refuge and storage for small craft are a 
prerequisite to an effective, safely conducted Alaskan 
fishing industry. In coastline areas now practically de
void of significant fishing activity, such as are found 
along the major portion of the west coast of Alaska, 
the construction of properly sited harbors would, in 
essence, conceive or expand new fisheries_ 

The limited number of existing small craft harbors 
in Alaska contributes substantially to the success of 
the fisheries. However, these harbors, sited dispropor
tionately along 32,000 miles of coastline, are not near
ly sufficient in size, location, or quantity to accommo
date even the existing Alaska fishing fleet, without 
consideration of the fleet expansion necessary to har
vest the proven potential. Here is an area where sup
ply (harbors) has fallen behind demand (vessels ) . 
Substantial immediate benefits would accrue from 
nominal first investments in navigation improvements. 
Net benefits to be derived are at a maximum with the 
opportunity of enhancing the socio-economic structure 
of the Alaska Native population. 
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If left to develop on its own with the continuation 
of the State's effective conservation measures and with 
no increase in Federal effort, it is likely that the in
dustry will grow and will provide increasing employ
ment to many coastal areas. The larger question is 
whether, as a matter of Federal and State policy, this 
is adequate. Measured against the potential, the 
present effort can be described as feeble. In the State 
of Alaska the question is an important one of develop
ment to provide industry that can open up a whole 
section of the State and relieve the grinding poverty 
of the Native population. The Federal Government 
shares equally the Native problem and the need to 
develop Alaska, but it also faces the broader question 
whether, as a matter of policy, it wishes to encourage 
a major U.S. effort to modernize its fishing industry 
so that it has an effective voice in the harvesting of 
sea resources. 

Agriculture 
The fisheries of Alaska and its wild game are today, 

as in more primitive times, the major sources of food 
production in the State. Nor will this situation change 
rapidly in a protein-deficient world which must place 
increasing emphasis on the extensive fishery resource 
of the State. Also, if we view the subject broadly from 
the standpoint of land use, it is clear that forestry 
promises a more extensive use of land resources than 
other agricultural pursuits. Nonetheless, the State does 
have important agricultural areas producing food and 
forage crops for local consumption. It is with this 
phase of agricultural production that we are here con
cerned. It is important, from a policy standpoint, to 
know the ultimate role which agricultural production 
will play in the development of the total Alaskan econ
omy. 

Courtesy Sou Conservation Service, U.S. Department of Agriculture 
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Present Status 

When we view the present position of agriculture in 
the Alaskan economy, we find it is relatively small, 
underdeveloped, and in a state of crisis. The general
condition of agriculture in Alaska can be expressed 
simply. The State today produces less of its food sup
ply than any other State in the Union, even though it 
has only 253,000 people to feed and 586,400 square 
miles of land on which to grow its food supply. In 
1964 there were 380 farms in the entire State employ
ing 1,075 workers. At no time has it produced more 
than 8 percent of the food products consumed by its 
people. 

Agricultural production is currently stalemated at a 
low level. Census reports indicate the value of all 1964 
farm products sold was $3,771,000-only a slight im
provement over the comparable 1959 total of 
$3,214,000. Dairy products accounted for 54.1 percent 
of the 1964 sales. However, the total number of cows 
in milk herds has since declined. 

The Alaskan farm income from all crops sold to
taled $967,000 in 1964 compared with $847,000 five 
years earlier. The 1965 potato production just 
equalled that of 1960. 

Beef and veal production rose from 357,000 pounds 
in 1960 to 798,000 pounds in 1965, but the value of 
the 1965 production was still only $294,000. Egg pro
duction increased rapidly in the past 2 years, largely 
because of the replacement of old production facilities 
destroyed by the earthquake with modern equipment 
and new flocks. The 1965 egg production was 766,700 
dozen compared with 475,000 dozen in 1963. 

A substantial portion of the budget of the average 
Alaskan family is spent on food ( 20-25 percent) and 
at prices that average 25 percent higher than those in 
Seattle and 42 percent higher than those in Washing
ton, D.C. Local production of a significant portion of 
the State's food supply would, clearly, permit the lim
ited supply of dollars available in Alaska to do more 
within the State's economy and, hence, support a 
larger population. If local agriculture could he made 
sufficiently efficient to lower food costs, it would have 
an even greater beneficial effect on the long-range de
velopment of the State. 

Future Outlook 

Agricultural research in Alaska has been extensive 
and at a level approximately equal to that in other 
areas situated in the same climatic zones. While we 

assume that continued research will play an important 
part in the development of an agricultural economy, 
our focus is upon the economic, competitive problem 
faced by production in Alaska. For this purpose, we 
need to know, in full detail, the economic facts about 
each major area of production--dairying, cattle rais
ing, truck farming-what reasonable cost levels could 
be obtained by the most efficient methods of produc
tion, and what Government polic;ies could be used for 
these purposes. . 

We also recognize that the search for answers may 
be complicated by emerging economic factors affect
ing-but not directly related to-agriculture. For ex
ample, the availability of waste heat from the genera
tion of electricity by gas turbines has opened up the 
prospect of using greenhouses to produce vegetables 
in Alaska. At the present time, there is one such ex
periment in process on the Kenai Peninsula. This ex
periment now has Gove!nment support, and as a mat
ter of policy experiments of this kind should be 
encouraged. 

The general high cost of production in Alaska also 
leads to a search for agricultural activities with low 
labor requirements. Available grasslands on the Aleu
tian Islands in areas free of predators offer the pros
pect of sheep and cattle raising for the developing 
Japanese market. This type of activity would also ap
pear to merit intensive study in the immediate future. 

Finally, while science may offer no easy and spec
tacular break-throughs in the immediate future, we 
believe that the systematic search for new and novel 
methods of production in northern regions-as distin
guished from research into products that can grow 
and mature in such regions-is a necessary part of 
Government policy. The world has not, to this point, 
required intensive agricultural production in Alaska; 
but the trend of world requirements will clearly place 
greater emphasis in the future on the utilization of 
land resources which can produce food resources in 
substantial quantities. 

The problem of developing overall policy in this 
field is complicated by the existence of large agricul
tural surpluses in the United States in that there is a 
natural tendency to downgrade agricultural produc
tion in Alaska and to avoid solution of the critical 
dilemma presented by Alaska's production cost-price 
squeeze. Farming in Alaska is still in a primitive state 
of development, faced with serious economic and cli
matic roadblocks. It is, therefore, easy to take the po
sition that the returns from the time, effort, and capi-
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tal necessary to put local agricultural production on a 
sound, competitive basis are simply not of high 
enough priori.ty to justify the necessary input. 

From a long-range, economic development point of 
view, there are, however, sound reasons for spending 
the time and money to determine whether agriculture 
can make an important contribution to the · economy 
of the State. In the meantime, program efforts should 
be directed toward encouraging enlargement or con
solidation of present farms to more economically sized 
operations that would reduce production costs and 
emphasizing development of improved marketing and 
grading techniques toward making Alaska-produced 
products preferred by consumers over competing 
products. 

Tourism 
Potential is Unlimited 

A full-scale objective evaluation of the economic 
significance of the tourist movement to the Alaskan 
economy has never been undertaken. While such a 

study would be worthwhile and should be undertaken 
at some time, it is sufficient for the present purposes 
to note that tourism can touch each and every seg
ment of the Alaskan economy and contribute to the 
broadening of the civilian economy in each of the 
principal areas of the State. Since Alaska has almost 
unlimited scenery, the potential tourist development is 
equally unlimited. The aspect of tourism which must 
be measured from an economic standpoint is the capa
bility of the State and its peoples to develop facilities 
to exploit the potential. This will be the governing 
factor for many years ahead. From the standpoint of 
the State and Federal governments, it is apparent that 
where and how they place their resources will, in turn, 
have a major effect on the location and rate of devel
opment of this industry. 
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Increased Facilities and Transportation 
Measures Needed 

The critical problem in planning is one of securing 
adequate development of facilities to meet the in-



Courtesy National Park Service 

creased fl.ow of traffic. This cannot he relegated to 
some indefinite time in the future, as the signs now 
point to a rapid acceleration of tourist travel in the 
State. In 1965, which was the first full year after the 
disastrous earthquake of March 1964, the use of pub
lic recreational facilities increased by 140 percent 
over 1964, with 61 percent of the users from outside 
the State. In view of the volume of favorable publicity 
which the State has received in national magazines 
and which can be expected to continue in connection 
with the Centennial year celebration in 1967, it is 
clear that the only brake on a rapid increase in tourist 
movement in Alaska will be the availability of accom
modations and adequate development of points of in
terest such as the National Parks and Monuments. A 
sober evaluation leads to the conclusion that it will be 
difficult, if not impossible, for the State and Federal 
governments to establish outdoor recreational facili
ties fast enough to meet the public demand. 

Given the fact that Alaska is a land with great dis
tances to be covered by the tourist in a strictly limited 
period of time, planning must be geared to a single, 
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well considered routing of traffic, connecting the ma
jor points of interest in the State, yet involving the 
minimum expenditure for additional roads. Fortunate
ly, the location of present facilities and the existing 
highway pattern lend themselves fairly readily to this 
approach. 

With its ferry system, the State is solving effectively 
the passenger traffic movement problem in southeas
tern, and to some extent, southcentral Alaska. The in
auguration of a Canadian ferry system from Van
couver Island to Prince Rupert, connecting with the 
Alaskan system has provided an integrated system 
with easy access from the West Coast of the United 
States. This, in turn, is tied into the Alaska Highway 
by a road connection at Haines and a rail connection 
at Skagway. 

Following this connection northward (Chart 12), 
the State's highway system now provides a 
direct overland routing which would permit a tour
ist movement from the Canadian border to Fairbanks, 
to Mount McKinley National Park, to the Matanuska 
Valley and the Anchorage area, to the Kenai Peninsu-



la, and, finally, with a possible ferry connection from 
Homer, to a proposed road along the north side of the 
Katmai National Monument. In this last connection, a 
new direct route from Anchorage to Fairbanks via 
Mount McKinley National Park is under construction 
and will facilitate this routing. The only section of 
new road required would be across the northern part 
of Katmai National Monument, which would also 
have to be served by a new ferry service from Homer 
to its end. This would provide a tour of the principal 
points of interest in the State and would not involve 
road development beyond present capabilities. 

Establishing a Park Complex 

Now is the time for the State and Federal govern
ments to take a comprehensive look at the entire park 
complex, which should be established in Alaska to 
meet the needs of the American people. For example, 
the entire Arctic area is without any type of land res
ervation for public recreational use. While Mount 

McKinley National Park has many Arctic aspects, it is 
not truly typical of the Arctic area; and its capacity 
to accommodate the tourist movement may easily be 
exceeded. Other areas could be identified at this time 
without cost to the State or Federal governments and 
developed as funds permit. 

The National Park Service and the State Division 
of Lands are presently engaged in preparing pro
grams, and we, at this time, can only underline the 
desirability of integrating all Federal and State 
agency programs in some form of long-range, master 
plan to achieve the greatest development with the lim
ited funds available. The Bureau of Outdoor Recrea
tion has the responsibility for seeing that satisfactory 
recreation plans are developed for each State. Nation
al Forest recreation and tourist facilities are of partic
ular importance to Alaska in that visits to National 
Forest areas (i.e., Portage and Mendenhall Glaciers) 
are, typically, several times those of National Parks 
and Monuments. 
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CHAPTER 4 

CATALYSTS TO DEVELOPMENT
BASIC SERVICES 

Not surprisingly for a developing region, the basic 
services-power, transportation, communications, re
search, and education-require close policy attention 
in Alaska. These activities have the dual role of pro• 
viding employmeht and income on the one hand and 
allowing a climate for economic development on the 
other. Because the patterns of services development 
are for the most part just now being established, pub
lic policy has the opportunity of "doing the right 
thing" in the case of Alaska. Here we set out the 
forces that are currently acting on the services indus
tries in the State and identify the healthy directions 
that wise policy can pursue. Essentially, this involves 
the establishment of priorities and a systematic relat
ing of ancillary services development to primary re• 
source development ( e.g., reliable, low-cost power and 
communications where the people are; versatile, low
cost transportation where the extractive resources are 
or are likely to be found). 

Power 
That the availability of large blocks of low cost 

electric power is a "good thing" is self-evident. Eco
nomic development history is filled with examples of 
the demonstrated desirability of cheap power in fos-

tering industrial and commercial growth. Equally 
demonstrable is the fact that power prices in Alaska 
are presently extremely high-three or four times the 
national average. The several factors that account for 
this are: 

• An emerging and, hence, historically unintegrat
ed pattern of generating facilities of less than opti
mum scale. 

• The lagging development of known hydro and 
fossil fuel power sources. 

• High maintenance costs associated with the se
verity of climate and terrain. 

• The high distribution costs because of isolated 
locations and low market densities. 

Yet Alaska's best hope for accelerated growth to
ward complete economic viability lies in the earliest 
possible establishment of a sound industrial base 
founded on utilization of the State's natural resources 
-minerals, forests, fisheries, and water. Power here, 
as elsewhere, remains a vital ingredient of industry 
and must be made available when and where needed, 
in ample quantities, and at prices which contribute to 
lower competitive production costs. It is recognized, 
of course, that cheap power-while unquestionably 
important to development-is still only one of the cost 
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factors that influence industrial location patterns. 
Proximity to suppliers and markets, wage rates, trans
portation facilities, and taxes are among the other im
portant determinants. 

The current programs of the agencies primarily in
volved in the power development field (Corps of En
gineers, Bureau of Reclamation, Geological Survey, 
Fish and Wildlife Service, Bureau of Mines, and the 
Federal Power Commission ) are generally endorsed. 
Of special importance is the Alaska Power Survey, 
which was initiated by the Federal Power Commission 
and which was participated in by related agencies. 
Scheduled for· completion in early 1967, this is intend
ed to be a comprehensive treatment of the whole 
power picture in Alaska for the next 15-20 years, con
sidering matters of generation, transmission , and load 
demands. It: 

• Considers accelerated development of Alaskan 
natural resources and the use of power within the 
State. 

e Considers the long-range possibilities for export 
of electric energy to other States. 

• Recognizes the need for study of the coordi
nation of Alaska's energy with Canadian and other 
U.S. power resources as well as the possibility of ex
porting water south and east to water-short areas. 

The study will examine early opportunities for sup
plying the State's power needs in the most economical 
manner and will include alternative means of obtain
ing more economical supplies of electric energy and 
opportunities for interconnection and coordination of 
existing systems to reduce the present high cost of 
power. Thermal generation (coal, oil, and gas ) as 
well as nuclear generation will be appraised. Oil re
serves are proven and new finds are occurring with 
increasing frequency. Hydroelectric power sites will 
be evaluated. Alaska's storehouse of natural resources 
provides a growing actual-and an enormous poten
tial-need for large amounts of electric power in their 
extraction and processing. Like the FPC's National 
Power Survey, the Alaska Survey will be exploratory 
and suggestive rather than definitive. But, recalling 
that the former study laid out a pattern for develop
ment of the Nation's power i"ndustry designed to en
courage full regional coordination of all systems and 
projected a 27 percent reduction by 1980 in average 
unjt cost to consumers, even greater reductions could 
be realized in Alaska. A system view is what is re
quired, of course, if the Alaska power pattern is not 
to become a patchwork of small scale, inefficient, un-

integrated generation and distribution nets saddling 
the· economy of the State with high-cost electric en
ergy. 

A good example of the kind of rational project de
velopment that should characterize any power devel
opment program is the Snettisham Project in south
eastern Alaska. Situated a few miles from Alaska's 
capital and close to an industrial timber operation, 
the proposed (and authorized) Snettisham Project in
volves 60,000 kilowatts of rated generating capacity. 
This hydroelectric installation is sorely needed for de
velopment of this power-short region of the State-the 
more so when it is recognized that even optimistic 
estimates of engineering and construction time re
quired for completion look to January 1, 1970. 

Transportation 
Few aspects of Alaska's "situation" have command

ed such attention as that of transportation. This is not 
surprising when it is recalled that not only is Alaska 
separated from the southern 48 States by Canada, but 
also that the population centers within the State are 
widely separated. Juneau is 950 miles from Seattle ; 
Anchorage, ~ 450; Point Barrow, 3,100; and Fair
banks, 360 miles north from Anchorage. The trans
portation element of the total development problem is 
obviously of major significance to the State in both 
its internal and external relations. A healthy perspec
tive requires, however, that the temptation to view the 
transport matter as the explanation of the cost-price 
ills facing the economy must be avoided for it leads to 
two further errors: 
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• The assumption that a breakthrough in the area 
would "solve" Alaska's competitive problems, or 

• The assumption that the transport factor is one 
which is "built in" and about which nothing can be 
done. 

Effects on Economic Growth 

An analysis of the relation of transportation to 
growth in an economy properly involves both the in
come-generating activity attributable to the industry 
itself and the catalytic effects that transportation im
provements have on other sectors of the economy. The 
former treats of taxes, direct employment, and the 
creation of directly and indirectly associated facilities 
and services. The latter considers the transport con
tribution to "infrastructure" (i.e., enhancing tourism, 
e~couraging and channelling population growth and 
industrial location, and alleviating cost disadvan
tages). 



MODEL TRAFFIC FLOW OF 
TOURISTS WITH AUTOMOBILES 

In the United States at large, transportation is now 
the fourth largest industry in terms of contribution to 
national product. Not surprisingly it is a key industry 
in Alaska and directly employs 5,500 people ( with an 
annual payroll of $48 million ) and indirectly supports 
many more in related activities. Inspection of Chart 
13 gives an idea of the income-generating strength of 
the industry in Alaska. The explanation for this re
markable growth in the transport section is to be 
found in the radical and revolutionary changes in the 
transportation systems serving the State. 

The passageway along the western coast of the 
North American continent from Washington to Alaska 
is best viewed as a transportation corridor through 
which surface and air traffic moves. The air system is 
well advanced, steamships and railcar-carrying vessels 

Courtesy Alaska Railroad, U.S. Department of the Interior 

are providing frequent and year-round carriage to in
creasing numbers of Alaskan ports, and the ferry sys
tem will shortly be linked · with the Canadian ferry 
system. International air traffic continues to expand. 
The Alaska Highway outlook does, however, remain 
bleak, and it is here that a fresh look in Federal poli
cy may be helpful. What may not be sufficiently recog
nized is that the existence of a "marine highway" sys
tem- the costs of which are totally borne by the State 
-becomes, in fact, a substitution for a roadway sup
ported largely by Federal funds. (On a route-mile ba
sis, the annual road maintenance costs just about 
equal the ferry system's operating costs.) The Federal 
Government should consider this in appraising Alas
ka's heavy requirements for Federal participation in 
road and highway construction. 

CHART 13 
Indicators of Income Generation in the 
Alaskan Transportation Industry, 1964* 

AVERAGE 
MONTHLY 

MODE EMPLOYMENT 

Nonagricultural 65,380 

Highway Transport 
(Including bus & taxi) 1,507 

Water Transport 1,164 
Air Transport 1,845 
Railroad 1,107 
Associated Services 

(Travel Bureau, etc.) 529 

Total 6,152 

TOTAL 
YEARLY 

PAYROLL 
(in millions) 

$530.6 

9.8 
7.5 

16.8 
11.3 

.2 

$ 45.6 

As a per cent of total nonagricultural employment - 9 % 
As a per cent of total nonagricultural payrolls - 9 % 

• Note that this includes only direct income flowing into the 
Alaskan economy. A more complete indicator of economic sig
nificance of the industry would include taxes, fees , permits , and 
licenses paid , as well as capital expenditures and operating 
expenses other than payrolls . 

Source: Statistical 9uarterly, Alaska Department of Labor, Em
ployment Security Division and Alaska Railroad . 

Economic development literature is replete with dis
cussions of the relation of transportation systems to 
general economic growth. Alaska fits the model well 
in its international, interstate, and intrastate transpor
tation demands. Once the "scapegoat" view of the 
transportation element in Alaska's development prob
lems is rejected, several things become clear and pos
sible. As evidenced by developments in bulk shipment 
and containerization, · van and train combinations on 
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board ships, materials handling innovations, and 
route and rate experimentation, the cost factor in 
Alaska's transport picture is extremely dynamic at 
this stage. Further developments which will lessen the 
transport cost differential against the State-or per
haps even make it advantageous-are entirely possi
ble. Creation of substantial traffic flows southward to 
the rest of the United States and westward to Japan 
would obviously go far toward solving the classic 
backha~l problem that now influences so much of the 
rate structure. Bulk shipments of raw materials at 
tidewater southward to processing centers might well 
show unit costs that were favorable to Alaskan ship
pers vis a vis competitors in the interior United States 
who use only carload lots. Alaska's nearness to far 
eastern markets through its advantaged position on 
the Pacific Northwest Rim should be increasingly ex
ploited as trade and commerce between the regions 
are accelerated. 

CANADA 

CHART 14 
MAJOR TRANSPORTATION 
SYSTEMS SERVI NG 
ALASKA - 1965 

KEY : 
CORR I DOR 

AIR 

RA I l 

ROAD 

STEAMSHIP 

FERRY 

One implication of all this is that any assessment of 
the adequacy and role of present transport regulation 

Ward W. Wells, Courtesy Sea Land, Inc. 
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in connection with Alaska should give cognizance to 
the fact that there currently exists a highly effective, 
competitive system of alternative modes which public 
policy should be slow to encumbeL 

Integrated System Desirable 

In point of fact Alaskan development can be char
acterized as a series of "toeholds" on the perimeter of 
a vast territory with one emerging commercial core, 
served internally by a short-line railroad, few roads, 
and a good basic air network, and externally by a 
single difficult highway and expanding airway and 
waterway systems. What is required is a mix of move
ment of people and things by all forms of transpor
tation into, out of, and around the State in reliable 
fashion and at reasonable costs. An optimum solution 
to the total Alaskan transport problem lies in the inte
gration of modes along the oft-stated national policy 
guideline of preserving the inherent advantages of 
each. 

As suggested earlier, it is helpful, conceptually, to 
view the North Pacific Rim from the West Coast to 
Alaska (and actually on to the Far East ) as present
ing a transportation corridor. The major transpor
tation systems serving Alaska are depicted in Chart 
14. The several transport modes have complementary 
and in some cases competing functions to perforn,. 
The railroad and hydrotrain are examples of the 
former; the steamship and highway are examples of 
the latter. In the case of the ferry system and the 
Alaskan Highway they may be either complementary 
or competing. Healthy competition in terms of fre
quency and quality of service and attractive levels of 
charges is to be promoted. Capital wastage, transport 
redundancy, and excess capacity should be avoided.. 
Rather than allowing undue fragmentation of trans
portation offerings, public policy must encourage the 
integration of media-a system approach to channel
ing the flow of traffic through the corridor at volumes 
which will permit the continual lowering of unit costs 
to shippers and travelers. 

Air Travel Important 

The Alaskan Airport System is being improved 
under the Federal-aid Airport Program, but is lagging 
behind known needs. The FAA National Airport Plan, 
a listing of projects considered necessary to provide a 
system of public airports adequate to anticipate and 
meet the needs of civil aeronautics, shows a require,
ment for $45 million for airport development and im
provement in the next 5 years at the 350 Alaska loca-

tions required in the National system of airports. 
Included in this listing are 315 locations now receiv
ing scheduled air service. The expansion of carrier 
service and the introduction of new equipment have 
given added importance to this program. Planning is 
also in progress in anticipation of use of supersonic 
jet aircraft on the international routes in the early 
1970's. 

Federal funds available for airport construction 
under the Federal-aid Airport Program are not being 
fully utilized by the State because of matching difficul
ties. This is understandable when it is recalled that 
Alaska, with its enormous-land size _and small revenue 
base, supports its ferry system entirely, and contrib
utes 5 percent to the highway program. More than $5 
million in Federal-aid Airport matching funds are 
presently unmatched. This will increase to $8 million 
by July 1966, giving further emphasis to the need for 
strengthening the State's fiscal position. 

The FAA airway modernization program over a 2-
year period will significantly alter the existing system 
of aviation aids to give greater emphasis to the evolv
ing demands of general aviation in Alaska. This calls 
for a flexible approach to the offering of weather and 
route advisory service both as to station location and 
staffing with system coverage substantially increased 
from 40 to 106 operating outlets. This is particularly 
important from the developmental standpoint in that 
the new services both follow and precede reinforcing 
traffic flows to pockets of actual and potential econom
ic activity along the routes. 

As an instrument of development, however, air 
transport does have serious limitations and its larger 
contributions are, therefore, reached comparatively 
early. Still, refinements in specialty marketing and 
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high-value, cargo carriage, materials handling, and 
rate experimentation can be expected. Since great 
growth potential lies in international air tourist traffic, 
stop-over privileges and short packaged -tours need to 
be encouraged. From the East Coast of the United 
States the logical air route to the Orient is through 
Anchorage. This city is the major intermediate point 
between Europe and Japan, resulting in the use of the 
route by ·five international air carriers ( Chart 15). In 
sum, geography has given the State a very important 
position on the air route map of the world, and one of 
the major tasks of the State and Federal governments 
is to exploit this position as part of the economic de
velopment of Alaska. 

Water Transportation 

With the possible exception of southeastern Alaska, 
the problems of sea transportation are not severe for 
the major areas now served. The successful expansion 
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CHART 15 
POLAR AIR ROUTES 
SERVING ALASKA - 1965 

SOURCE: 

FAA AIR TRAFFIC ACTIVITY 
RECORD 
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of shipline activities, together with the hydro-van and 
hydro-train arrangements previously mentioned, have 
been reflected in lower shipping costs to the recipient 
areas. The ferry system serving southeastern Alaska 
has introduced better equipment and more attractive 
schedules. Connection with the Canadian ferry system 
bodes well for increased through traffic. 

Longer range problems are with us in that the 
opening up of westward Alaska depends heavily on 
providing low cost transportation at the right places 
with appropriate frequency of service. This means al
so the provision of harbor and docking facilities and 
associated equipment for those forms of transport that 
promise low cost shipping. Developments in mineral 
finds, oil exploration, and improved fish harvesting, 
processing, and marketing practices can be looked to 
as heightening the need for expanded sea transpor
tation to this region- including the stretchout area 
along the Aleutian Chain. Here, again, can be seen the 



interrelatedness of the directions for Alaska's develop
ment, for it is just these areas where the most severe 
problems of our Native population exist. 

Improved and Extended Roads Needed 

Perhaps the overriding transport need for Alaskan 
development is a greatly expanded road system for the 
immediate demands of demography, tourism, and re
source exploration and extraction. The present finan
cial base of the State is still not sufficient to meet 
Federal matching requirements, however lenient, and 
the alternative to further increased Federal partici
pation is the continuation of a built-in brake on Alas
kan development and a delaying of the attainment of 
self-sufficiency. When an economic base is afforded 
Native Alaskans, when the mineralized areas· are 
mined and the timber worked, when fossil fuel strikes 
are made, when the population shifts, when tourism 
flourishes-there will be the necessary revenues to 

provide a self-sustaining road program. The problem 
is in the circularity of the issue. These developments, 
in great measure, follow road developments rather 
than precede them. 

The system of roads in Alaska is in a state of disre
pair and is inadequate to any development beyond the 
confines of existing settlements. With the 1967 Cen
tennial on the horizon, and the expected increase in 
the influx of tourists, the requirement for usable, safe, 
purposeful roads is clear. Concentration should be on 
the extension of roads in conj unction with tourism, 
for a limited expansion here as to what the tourist can 
do can bring large yields . From this standpoint new 
and improved roads to our parks (including, impor
tantly, Mount McKinley) as well as improvements on 
the Fairbanks-Anchorage-Kenai trunks are necessary. 
In this latter connection, in viewing the Anchorage
Kenai area as the economic hub of Alaska, it follows 
that economic expansion from the core will most like
ly take the form of spokes and rims radiating out-
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ward. Elaboration of a road network in this economic 
heartland is important to the self-generating growth of 
the region. 

Alaska's road program for 1966 involves the re
treading of existing roads and, in 1967, some exten
sion of urban and suburban roads. After that time 
there will be more opportunity to focus on roads for 
minerals and forest development, tourism, regional ex
pansion, and national defense. New roads of varying 
standards to suit varying purposes are a necessary 
condition to Alaska's development, and expenditures 
in this direction would provide more than proportion
ate returns for quite some time. What must be recog
nized is that our traditional view of road building in 
terms of primary and secondary roads is inadequate 
for the Alaskan case. These notions are appropriate 
where the task is one of connecting and elaborating 
road networks between existing communities; they 
have nothing to say for the task of opening up an 
area or of carrying you beyond where you are. 

Public policy at an earlier time committed substan
tial amounts of resources (i.e., the railroad and the 
Alaskan highway) to the opening up of the State; it 
is time for another "great leap forward" in the exten
sion of existing road systems (and perhaps the rail
road) north and west of the railbelt. This might most 
usefully take the form of a range of road standards
permanent-access roads, over-the-trail, area develop
ment, and communication roads-along the lines of 
the Canadian experience. For it is axiomatic that peo
ple follow and settle along roads, and Alaska needs 
people and settlements in its further development. 

Communications 
Present High Costs 

The present high-cost system is a true deterrent to 
economic growth in Alaska and is, therefore, contrary 
to the best interests of both the State and Federal 
governments and the people of Alaska. The Committee 
views disposal from two standpoints that are central 
to our task: 

• First, it provides an opportunity to help shift 
Alaska's economy into greater self-sufficiency through 
an expanded private economy. 

• Second, it provides the opportunity to treat an
other aspect of Alaska's difficult cost-price problems. 

Alaskan subscribers are seriously disadvantaged in 
the cost sense. Chart 16 presents a comparison of tele
phone rates for 3-minute, person-to-person and sta
tion-to-station calls from certain cities in Alaska and 

calls of similar distances elsewhere. Since typically the 
length of an ACS call is about 8 minutes, total 
charges for suc.h calls are also compared. Charges to 
Alaskan callers are three to four times that for other 
callers. Initial charges for a person-to-person Juneau
to-Seattle call show at $6.50 for 3 minutes and $14 for 
8 minutes against $2.25 and $4.25 for a comparable, 
contiguous, interstate distance. For station-to-station 
calls, the comparison i_s $4.50 and $12 against $1.45 
and $3.45. Additional minute charges are $1.50 per 
minute in one case and 40 cents in the other . . And 
while it is true that traffic densities and differing oper
ating characteristics can be cited as governing, they 
don't fully explain the differentials. In any event the 
cost penalties that these unregulated rates impose on 
Alaskan subscribers are clear indeed. Note, too, that 
the exhibit is for day rates; "after eight" rates for 
these points generally go down to one dollar, while, in 
the case of Alaska, there are no such rates and the 
differentials are further accentuated. 

Growing Demand for Telecommunications 

The demand for telecommunications is a constantly 
growing one. In an afHuent society and an integrated 
economy it is not surprising that the history of the 
industry is dynamic. The demand for teleP.hone serv
ice is not only "income elastic" in the economist's 
terms, but it is also "price elastic." Each time levels 
of charges have been reduced, whether willingly or at 
the urging of regulatory bodies, the "consumption" of 
service has increased and total revenues have gone up. 
There is no reason why the same pattern of growth 
will not obtain in Alaska. Here is a population that 
requires having at its disposal the latest in subscriber 
services-perhaps even more so because of its relative 
remoteness to other States; here is an economy whose 
emerging commercial character demands the best the 
industry has to offer in the way of voice and data 
transmission equipment at reasonable rates. In sum, 
Alaska presents a modern, mid-century society with 
an antiquated communications system. 

Disposal of Government System 

The "Alaska Communications Disposal Act" intro
duced to the 89th Congress as S. 2444 and HR. 9691 
authorized the disposal of the Government-owned, 
long-lines communication facilities in the State of 
Alaska. As such, the legislation refers to the total 
communications complex in Alaska and involves prop
erty and franchise rights "by sale, exchange, lease, 
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CHART 16 
Comparison of Telephone Rates* 
for Person-to-Person and Station-to-Station Calls of Similar Distances-Alaska and Elsewhere 

PERSON-TO-PERSON STATION-TO-STAT10N 
ROUTE MILES 3 Minutes 8 Minutes 3 Minutes 8 Minutes 

Seattle-Spokane 229 $2.00 $ 4.65 $ .95 $ 2.45 
Juneau-Ketchikan 234 2.90 5.15 1.45 3.70 
Chicago-Philadelphia 666 $2.00 $ 3.75 $1.35 $ 3.10 
Ketchikan-Seattle 670 6.50 14.00 4.50 12.00 
New York-St. Louis 875 $2.25 $ 4 .25 $1.45 $ 3.45 
Juneau-Seattle 892 6.50 14.00 4.50 12.00 
Boston-Omaha 1282 $2.65 $ 4.65 $1.60 $ 3.45 
Cordova-Seattle 1297 8.00 17.00 5.50 14.50 
Cincinnati-Seattle 1972 $3.30 $ 5.80 $1.90 $ 4.40 
Nome-Seattle 1979 9.50 20.25 6.50 17.25 

• Day rates 

Source: 1929th Communications Group, Alaska Communications System, U.S.A.F., Seattle, Washington, April 1966. 

easement, or permit." By long-lines communications 
facilities is meant "the transmission systems connect
ing points inside the State with each other and with 
points outside the State by radio or wire, and includes 
all kinds of property and rights-of-way necessary to 
accomplish this interconnection." While the Act would 
authorize the disposal of the total complex, what is 
realistically up for sale is that portion of the system
Alaska Communications System-which is primarily 
commercial in character. On a channel-mile basis this 
comprises about 10 percent of the total system. RCA 
is the present contract operator of the defense com
munication system (White Alice); FAA, presumably, 
will continue to operate its system; and, likewise, the 
Alaska Railroad its communication system. 

In a letter to the industry dated January 13, 1966, 
the Air Force listed in detail the plant and equipment 
that is up for consideration for either sale or lease. 
These include voice and telegraph circuits available in 
different segments of the communication complex and, 
importantly, the toll centers of the four leading cities 
-Anchorage, Fairbanks, Juneau, and Ketchikan. It 
can be expected that there will be as many combina
tions of sale and lease as there are bidders-more, in 
fact, in that bidders are likely to offer several alterna
tive proposals of ownership and lease. Actual commer
cial revenues for 1965 were $14 million and were 
compounding at a 10 percent per annum rate during 
the past few years. Furthermore, with the economies 
that could be expected from a modernized system 
( there have been no significant capital improvements 

in the system during the past 6 years) , aggressive 
marketing practices, improvements in service such as 
direct distance dialing, and lower rates, total revenues 
should increase while average costs should decrease. 
The commercial feasibility of the system is now clear, 
and the time to shift the enterprise from the public to 
the private sector is at hand. 

One marked trend in the Department of Defense is 
toward getting the military services out of commer
cial-type activities. More specifically there is pressure 
to relieve the uniformed military from performing 
"non-combat related" tasks and engendering the 
charge of "competing with private enterprise." Dispo
sal of ACS would permit the Air Force to drop a 
troublesome budget item from its annual appropri
ation request. 

It would mean relief from the present preoccupa• 
tion with ( and problems of) the provision of commer
cial communication service to the Alaskan public and 
would allow the Air Force to concentrate on its pri
mary defense mission. It would allow the Air Force 
gracefully to bow out of an operation the commercial 
character of which is foreign to its experiences and 
interests. 
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Given the fact that Congress also supports the prop
osition of getting Department of Defense agencies out 
of commercial-type activities, its enthusiasm for this is 
properly balanced by ensuring that disposal action of 
any kind results in a fair value received by Govern
ment in the transaction (in this case involving plant 
and equipment) but most importantly a franchise to 



operate. After assuring adequate compensation to the 
Government for facilities transferred, the evaluation 
of proposals will turn primarily on the public interest 
factors of proposed improvements in service and 
lower rate schedules. The end object of the transac
tion from a larger policy point of view must be an 
improved and reasonably priced communications serv
ice for Alaska. The question, "What do the conditions 
of sale ( including price ) bode for service and charges 
to. Alaskan subscribers?" must constant! y be asked 
and must weigh heavily in a final resolution. In short 
there is a trade-off between "holding out for the top 
dollar" and arriving at a minimum "fair value, used 
and useful" in doing business in the enterprise in ex
change for firm commitments from the carriers of up
graded technology and service and lower schedules of 
rates. This is the balance that good public policy dic
tates must be struck. 

Effects on Economy 

Reduction of the prohibitive communication costs 
and improvement of communications services to Alas
kan subscribers essentially removes one of the obsta
cles to economic growth in the State. It mak~s for a 
successful incision into Alaska's difficult and self-rein
forcing cost-price problems. It strikes down a deter
rent to development and is, therefore, a proper goal of 
public policy. Obviously, it would be incorrect to ar
gue that communications costs alone determine busi
ness location decisions or the success or failure of 
enterprises. It is fair to say, however, that given Alas
ka's relative remoteness to commercial centers and its 
need for frequent, long-distance communications in 
the conduct of its marketing, ordering, and stocking 
practices, present levels of charges are demonstrably 
hurtful in the aggregate of overhead expenses. Enter
prises requiring extensive use of electronic data proc
essing and data collection telecommunications equip
ment would be encouraged; effective and vigorous 
promotion of communication services would likely fol
low and enhance the economic growth of the region. 
The case is clear that a highly interdependent society 
with a complex economy requires rapid, high perform
ance, low-cost communications if it is not to experi
ence bottlenecks and blockages which frustrate its to
tal growth. 

One of the current fiscal problems of Alaska is its 
narrow revenue base. Broadening of the tax base 
through arrival on the Alaskan scene of large manu
facturing and service enterprises is much to be de-

sired. The sale of the Alaska Communications System 
into private corporate hands fits such a program very 
well. Public utility companies traditionally are sub
stantial contributors to taxing bodies through corpo
rate income taxes to the State (as well as Federal) 
government and property taxes to local units. It is, of 
course, always in the Government's interest that sub
ordinate taxing units have sound tax bases. 

The planning horizon in the telecommunications in
dustry is, typically, quite distant. And, while even the 
short term prospects for communications in Alaska 
indicate commercial feasibility, perhaps the larger 
consideration for the forward-looking company is be
ing in a position to engage and meet the anticipated 
changes in communications demands in the dynamics 
of the last third of the Twentieth Century. This would 
include importantly the scientific challenge to the in
dustry toward finding novel and innovational, efficient 
methods singular to the Arctic environment where 
cost considerations are paramount to commercial 
operations. 

Research and Education 
The Committee believes that it is important to focus 

now on the role which research and education will 
occupy in the ultimate development of a sophisticated 
society and balanced civilian economy in the Arctic 
and subarctic areas of Alaska. In recent years great 
strides in research have been made in solving the 
myriad problems of environmental control required 
before people raised in the American culture can live 
and function happily and effectively in the North. 
Somewhat less has been done in solving the problems 
of the Native in the North. In general, the same may 
be said for education. 
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Government Research Activities 

Elsewhere in the Report there appear assessments 
and proposals of a research character appropriate to 
particular sections (Minerals, Fisheries, Agriculture, 
etc. ) . It remains to treat the matter of science and 
research in the Arctic as an independent force for 
development. The Federal Government currently has 
extensive scientific programs and facilities for Arctic 
research centered primarily at the University of Alas
ka near Fairbanks. The establishment of an lntera
gency Arctic Working Group under the chairmanship 
of the International Scientific and Technological 
Affairs Division, Department of State, and the passage 
of legislation vesting in the Department of Commerce 
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a program which would make available the results of 
basic_ research to the business community (State Tech
nical Services Act of 1965, Publication 89-182) are 
constructive steps. A full coordination of these efforts 
to assist in the economic development of the State 
would be timely and productive, and we lend support 
to this effort. We have not yet solved or made a seri
ous impact on the price-cost problems that hamper the 
large-scale development of manufacturing industries 
employing the basic resources of Alaska. These are 
stubborn problems that can only be attacked over an 
extended period of time, and their solution will re
quire research into plants, equipment, and processes 
that can produce at low cost as well as low-cost sup
porting services in the fields of power, transportation, 
and communications. 

The State University 

In reviewing the problem of scientific research in 
Alaska, the Field Committee has had occasion to re
view the need for a focal point for scientific and engi
neering researcl: in the State and the suitability of the 
State University at Fairbanks for such work. The Uni
versity is the center of advanced studies in the State 
presently engaged in major scientific research in areas 

affecting economic development. The only serious 
question relating to its future use as a recognized 
center for Federal efforts in this field involves its 
long-range suitability for an expanded research effort. 

In general, Fairbanks has adequate transportation 
facilities-road, air, and railroad-and is a sufficient
ly large enough city to provide suitable housing ac
commodations. It is also as far south as certain types 
of upper air research can be ~onducted effectively and 
has the necessary land areas nearby for missile range 
research and for land-use experimentation. Except for 
marine biology, which must he conducted along the 
coast, it is well located for all types of research. The 
Federal Government has selected the proper location 
for its research facilities, and future facilities should 
continue to be located at the University. 
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Further recommended is the active encouragement 
of land-use research in Alaska by the State University. 
Objective research into multiple land-use in Alaska 
has been discussed for many years. However, the ideal 
circumstances for such research have never been es
tablished, as land has always been withdrawn in Alas
ka for use by a particular agency of Government 
which was concerned only with some facet of land-use 
and not charged with responsibility for research into 



all possible types of use. Such a research area would 
have to be large enough to include major types of 
topography and wildlife of the Arctic region. In this 
area a wide variety of unspoiled environment-rang
ing from mountain slopes to river basins and coastline 
-all subjected to drastic climatic variation would 
provide the ideal focus for constructive research. Am
ple scope remains for significant sectors to be left 
under virgin conditions, for others to be improved 
from the wildlife standpoint, and yet others to be put 
to multiple use with due respect for wildlife conserva
tion. Biological results apart, conclusions to be ·drawn 
from such a program ( conducted cooperatively by the 
University of Alaska, the Bureau of Sport Fisheries 
and Wildlife, and the Bureau of Land Management ) 
would have far reaching impact on the development of 
other virgin land and the recovery or improvement of 
vast territories throughout the continent. 

The Private University 

The private university in the State, located in An
chorage, continues to evolve into further serving the 
needs of Alaska. In addition to its liberal arts and 
humanities emphasis, the university has recently es-

Courtesy Alaska Methodist University 

tahlished a college of business and economics and 
will, · next year, create a college of nursing. Such 
growth, while not directly a governmental concern, is 
indirectly of real significance in aiding the longer 
term goals of the socio-economic maturation of Alaska 
and its attendant self-sufficiency. Accordingly, where 
possible and appropriate, Government action should 
recognize and support the strengthening of higher 
education offered by Alaska's private university. 

While we are actively pursuing the more obvious 
lines of economic development in Alaska, we must re
member that the encouragement and elaboration of 
the scientific and research resource appropriate to the 
Arctic is of at least equal importance. Perhaps one of 
our more long term and lasting contributions to devel
opment here could come through the enhancing of the 
scientific effort. One of the advantages of dealing with 
the scientific dimension is that once a commitment is 
made to it, things usually "get done;" another is that 
once the effort is launched, there is a momentum to 
on-going dividends. The problems of prevailing in the 
Arctic will yield to science and research; and, as a 
national policy matter, · we should know as much about 
a society at the 60th Parallel as anyone else, for we 
have people and a part of the Republic there. 
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APPENDIX 
EXECUTIVE ORDERS 
A. Presidential Executive Order No. 11182 

FEDERAL REGISTER 

Tuesday, October 6, 1964 

Executive Order 11182 
EST4BLISHING FEDERAL DEVELOPMENT PLANNING COMMITTEES 

FOR ALASKA 

WHEREAS t.he Fe,krnl Reconstrnction and Development Plan
ning Conunission for Alaska has substantially completed the execution 
of those of its funct.ions which pertain to the reconstruction of the 
::-tate of Alaska following the earthquake of March 27, 1964; and 

,vHEREAS the Federal Government and t.he State of Alaska con
tiime to have a common interest in assuring t.he most effective use of 
Federal and State programs and funds in adrnncing t.he long-range 
progress of the State; and 

WHEREAS such effective use is dependent upon coordination of 
Federal a.nd State programs which affect the general economic devel
opment of the State and the long-range conservation and use of its 
natural resources and upon cooperative Federal and State effort with 
respect to the planning of such programs ; and 

WHEREAS the State of Alaska has established a State body the 
duties of which include planning for the genera.I economic develop
ment. of the State and the long-range conservation and use of its nat
urn.l resources; and 

WHEREAS the authorities of the State of Alaska are desirous of 
arrnnging coordinated and c()(,perntive Federal and State approaches 
-t.o t.110 planning and execut.ion of such programs : 

NOW, THEREFORE, by virtue of the authority vested in me as 
President -oft.he United States, it is ordered as follows: 

PART I. FIELD CoMMITTEE 
SECTION 1. E stablishment of Field 00'11111iittee. ( a) There is hereby 

established the Federal Field Committee for Development Planmng 
in Alaska (hereinafter referred to as the "Field Committee"). 

(b) The Field Committee shall be comp_osed of the fo11owing mem
bers: (1) a Chairman, who shall be appomted by the Pres1dent,.(2) 
nine members who shall be designated by and represent the fo1lowmg
nnmed officers, respectively: the Secretary of Defense, the Secretary 
of the Interior, the Secretary of Agriculture, the Secret~ry of Com
merce, the Secretary of Labor, the Secretary of Health, Education, and 
,velfare the Housmg and Home Finance Administrator, the Admin
istrator ~f the Federal Aviation Agency, and the Administrator of the 
Small Business Administration, (3) one membe_r who shall repre~nt 
t.he Federal Power Commission and sha11 be designated by the ChaIT
man of that Commission, and (4) two public members who shall be 
appointed by the President. 

(c) The Chairman may request any head of a rederal agency who 
is not referred to in subsection (b ), above, to designate a represen~a
t.ive to participate in meetings of the Field Committee concerned with 
matters of substantial interest to such Federal agency head. 

(d) The principal place of business of the Field Committee shall 
be located in the State of Alaska. 

SEc. 2. Functwns of the Field 00'11L1nWee. (a) Subject to the 
"eneral directicm and guidance of the President's Review Com'!'i.ttee 
for Development Planning in Alaska (established by the provisions 
of Part JI of this order; hereinafter ~metimes referred to as t~e ".Re
view Committee"), the Fie!~ Commit~ shall serve as the prmmpal 
instrumentality for developmg coordmated plans for Federal pr?• 
"rams which contribute to economic and resources development m 
Alaska and for recommending appropriate action by t.he Federal Gov
ernment to carry out such plans. 

(b) The Field Committee shall cooperate with representatiyes des
ignated by the Governor of Alaska for purposes related to this order 
in accomplishing the following: 

(J.) Making or fostering surveys· and studies to P,rovide data. _for 
the development of plans and programs for economic and resources 
development in Alaska. 

(2) Preparing and keeping current coor<linate<l plans for economic 
and resources development in Al::iska deemed appropriate to carry out 
existing statutory responsibilities and policies of Federal, St ate, or 
local agencies. Such plans shall be designed to promote optimum bene
fits from the expenditures of Federal, State, nnd local funds for con
sistent objectives and purposes. 

(3) Preparing legislative ftnd other recommendat.ions with re.spN•.t 
to both short-range and long-range programs and projects for Fed
eral, St.ate, or local agencies. 

Sr.c. 3. Field Committee procedures. (a) The Field Committee 
shall meet at the call of itsChairm,m. 

(b) The Field Committee may prescribe such re.gul:i.tions relating 
to the conduct of its affairs as it mny deem to be necessary and not 
inconsistent with the provisions of this order. 

(c) The Field Commitiee may estnhlish such subcommittees of that 
Committee as may be necessary. 

(d) Activities carried on by personnel employed by or detailed to 
the Field Commit.tee (1) shal1 be carried out. in accordance with such 
policies a.nd rrograms as may be approved hy the Field Committee, 
and (2) shal be under the direction and supervision of the Chairman 
or, to such extent as may be determinc<l by the Chairman, under tho 
direction of a principal member of the Field Committee's staff. 

(e) The Field Committee shall transmit copies of plnns or recom
mendations tentatively formulated by it to the Review Committee, 
the heads of intetested Federal agencies, and the Governor of Alaska, 
for review and comment. The Field Committee shall consider. any 
comments received by it wit.bin 90 days in pursuance of such trans
mittnl a,:id ma.y revise the plans and recommendations as it may deem 
nppropnate. 

( f) The Field Committee sha11 transmit copies of its revised plans 
a.nd recommendations, together with copies of any comments wit.h 
respect to the tentative plans or recommendations re<-eived by the 
Field Committee in pursuance of the provisions of subsection (d), 
above, to the Governor of Alaska and to the Review Committee. 

Sro. 4. Per1on11£l; compensation. (a) The Chairman of the Fiel<l 
Committee is authorized to appoint such personnel as may be neces
sary to assist the Field Committee in connect.ion with the performance 
of its functions and to obtain services in accordance with the provi
sions of Section 15 of the Act of August 2, 1046 (5 U.S.C. 55a). 

(b) The Chairman of the Field Committee shall receive such com
pensation as sha.ll be fixed in accordance with the standards and pro
cedures of the Classification Act of 1049, as a.mended. 

(c) Each member of the Field Committee appointed under the 
provisions of Section l(b)(4) hereof may receive compensation for 
each day he is enga.ged m meetings of that Committee or is with the 
approval of the Cha.inn.an of the Field Committee enga~ed in other 
work in pursue.nee of the provisions of this order (5 U.S.C. 55a). 

( d) Members and personnel of the Field Committee may be allowed 
travel expenses a.nd per diem in lieu of subsistence as authorized by 
law. 

Sr.a. 5. Financing; agency cooperation. (a) Each Federal agency 
the h.,a,d of which is referred t.o in Section l(b) of this order shall, 
a.s may be necessa.ry, furnish assist.a.nee to the Field Committee in 
accordance with the provisions of Section 214 of the Act of Ma.y 3, 
1945 (59 Sta.t. 134; 31 U .S.C. 691) . In _general, each such Federal 
agency shall, consona.nt with law, extend its cooperation to the Field 
Committee in connection with the carrying out of the functions of the 
Field Committee, includin~, as may be appropriate, (1) the furnish
ing of releva.nt availa.ble information to the Field Committee, (2) 
the making of studies and the preparation of reports in pursuance 
of requests of the Field Committee, and (3) in connection with the 
development of programs and priorities of the a.gency, the giving of 
full consideration to a.ny plans a.nd recommendations made by the 
Field Committee. 

(b) Fede.ral. agenl'ies the heads of which ar~ not refened to i_n Sec
t.ion l(b) of th1sorder shall, to the extent permitted by law, furnish the 
Field Committee such information or advice bearing upon the work 
of the Field Committee as the Chairman thereof may from time to 
ti me request. 

P ., R'I' II. RE1•n:w ('o:1n1rrrt:•: 
SEC. 11. E:,tttbU,hment o[ Review Oo,mnittee. (a) There is hereby 

established t.he Presidents Review Commit.tee for Development 
Pla1111i_ng- in Alaska (hereinafter referred to as the "Review 
Committee"). 

(b) The Review Committee shall be composed of the, fo1lowing 
members: the Secret.nry of Commerce, who shn11 bet.he Chan·man, the 
Secretn.ry of Defense, the Secretary of the Interior, the Secretary of 
Ag1·icult.ure, the Secretary of _Labor, the Secre_tary of Hen_lt!>, Edu
cation, and Welfare, t.he Housmg and ~ome Fmn.nce Adm1m~trator, 
t.he Admini_stra.tor of the Federal Aviat10n Agen~y, the Admn11st.rat.or 
of the Smn.11 Business Administration, the Chairman of t.he Federal 
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Power Coll!mission, and two public members who shall be appointed 
by the rres1dent. Each mel!'ber of the Review Committee, other than 
a pu_bhc member, may designate an alternate to represent him at 
meetmgs of the Review Committee which he is unable to attend. 

(c) The Review Committee shall meet at. least once each calendar 
yenr, at the call of its Chairman. 

_' (d) The Review Committee may prescribe such regulations relat
ing to _the con~uct of its aff'.a!rs as it may deem to be necessary and not 
mcons,stent with the prov1s1ons of this order. 

SEC. 12. Functions of the Review Oormnittee. The Review Commit
tee shall_provid_e general direction and guidance to the Field Commit
te':l; receive, re'.'1ew, and c,:,mment on the tentative plans or recommend
at10ns of the F1el~ Committee; !'nd receiv~ and consider the final plans 
and recommendations of the Field Committee and transmit them to
iether with its own comments, to the President and the head; of 
mterested Federal agencies. 

SEC. 13. Oompemation; travel erepenses. (a) Each public member 
?f the Revi!lw Co~mittee may rece1v~ compensation for each day he 
1s enia~d m meetmgs of ~hat Co~1ttee or is with the approval of 
the 1.;hairman of the Review Committee en§aaged in other work in 
pursuance of the provisions of this order ( 5 U. .C. 55a). 

(b) Members and personnel of the Review Committee may be 
allowed travel expenses and per diem in lieu of subsistence as author
ized by law. 

SEc. 14.' Aasistance by agencies. Each Federal agency the head of 
which is referred to in Section ll(b) of this order shall, a.s may be 
necessary, furnish assistance to the Review Committee in accordance 
with the provisions of Section 214 of the Act of May 3, 1945 ( 59 Stat. 
134; 31 u.s.c. 691). 

SEC. 15. Admini.strative services. Tlie Department of Commerce 
is hereby designated a.s the agency which sha.11 provide administrative 
services for the Review Committee. 

PART III. OFFICE OF EMEROENCY PLANNING 

SEc. 31. Functions 1·elated to earthquake. The provisions of Sec
tion 41 hereof notwithstanding and so long as the President's declara
tion of a major disaster with respect to the earthquake which occurred 
in Ala.ska. on March 27, 1964, remains in effect the Director of the 
Office of Emergency Planning shall carry out the functions (hereto
fore assigned to the Federal Reconstruction and Development Plan
ning Commission for Alaska. by the provisions of Executive Order No. 
11150 of April 2, 1964) of developing coordinated plans for Federal 
programs which contribute to reconstruction in Ala.ska. and recom
mending appropriate action by the Federal Government to carry out 
such plans. 

PART IV. MrscELLA::O.Eous PROVISIONS 

SEC. 41. Termination of ereisting Commission. (a) Executive 
Order No. 11150 of April 2, Hl64 (20 F.R. 4780), is hereby revoked 
and the Federal Reconstruction and Development Planning Commis
sion for Alaska established thereby is abolished. 

(b) The Director of the Bureau of the Ilurlgel shall make such 
arrangements related to the termination of the said Commission as 
he may deem necessary. iVithout limiting the generality of the 
foregomg the said Director is I\Uthorized, as he shall deem to he 
necessary or approp1'iate, to assip:n to Feclernl agencies duties with 
respect to the liquidation of the outstandinp: affairs of the Commission 
and to effect or arrange the transfer of records, property, personnel, 
and funds of the Commission toot her Federal agencies. 

(c) Nothing in this orcle_r shall preclude or limit the transf~rnbility, 
pursuant to Jaw, of unobhirated balances of funds appropnated for 
the Commission abolished by Section 41(a) of this order (78 Stat. 
200) or the use of such balances in'connect ion with this order. 

SEC. 42. Oomtruction. Nothing in this orcler shall be constrned 
as subjecting any Federal agency, or any function vested by law in, 
or assigned pursuant to law to, any Fc<lernl agency, to the authority 
of any other Federal agency, or as abrogating or restricting nny such 
function in any manner. 

SEC. 43. Definition. Except ns may be inconsistent with the provi
sions of this order or otherwise inllppropriate, the term "Federal 
agency", as used herein, includes any department or other agency or 
instrumentality of the executive branch of the Government of the 
United States and any officer thereof (including the Field Committee 
and the Review Committee). 

THE WHITE HOUSE, 
October e, 1964-

LYNDON B. JOHNSON" 

[F.R. Doc. 64-10178; Flied, Oct. 2, 1964; 4: 09 p .m.] 

B. State of Alaska 
Executive Order No. 27 

WHEREAS, the people of the State of Alaska have experi
enced death, injury and property loss, and damage of great 
proportions as a result of the earthquake of March 27, 1964; 
and 

WHEREAS, The President has declared a major disaster 
in those areas of Alaska adversely affected by the earthquake 
beginning on March 27, 1964; and 

WHEREAS, the State of Alaska and the Federal Govern
ment desire to cooperate in the prompt reconstruction in those 
areas of Alaska where damage has occurred; and 

WHEREAS, the State and Federal governments have a com
mon interest in assuring the most effective use of Federal 
and State programs and funds in advancing reconstruction and 
the long-range development of the State; and 

WHEREAS, such effective use is dependent upon coordina
tion of Federal and State programs including emergency 
reconstruction activities, which affect general economic devel
opment of the State; and 

WHEREAS, The President of the United States has estab
lished a Federal Reconstruction and Development Planning 
Commission for Alaska ; 

NOW, THEREFORE, by virtue of the authority vested in 
me as Governor of the State of Alaska, it is ordered as 
follows: 

Section 1. Establishment of State Commission 
A. There is hereby established the State of Alaska Recon

struction and Development Pl,anning Commission. 

B. The Commission shall be composed of the Governor of 
Alaska, who shall act as chairman, and (1) the Secretary 
of State; (2) the Attorney General; (3) the Adjutant 
General; and ( 4) the Commissioners of the principal 
departments of the executive branch of the Government. 

C. Any State agency may be directed by the Governor to 
participate in meetings of the Commission where the 
Governor determines it to be in the best interest of the 
State. 

D. The Governor may appoint to the Commission such 
other representatives as he determines is necessary to 
provide advice and assistance in carrying out the pur
poses of the Commission. 

Section 2. Functions of the Commission 
A. The Commission shall coordinate the State programs 

established to assist in the restoration and development 
of the State and shall present its recommendations to the 
Governor. 

B. The Commission shall cooperate with representatives of 
the Federal Government in accomplishing programs of 
restoration and development. 

DATED at Juneau, Alaska, this 3rd day of April, 1964. 

William A. Egan 
Governor 
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C. Memorandum of Understanding 
Attachment of letter of The President to the 
Governor of the State of Alaska 

9-28-64 

The following paragraphs are for the guidance of the 
Federal and State participants in cooperative development 
planning for Alaska in connection with the Executive Order 
headed "Establishing Federal Development Planning Com
mittees for Alaska": 

1. The Federal Field Committee for Development Planning 
in Alaska and the Development Planning Committee es tab
lished by the Governor of Alaska will work together in (i ) 
making or fostering studies to provide data for the develop
ment of plans and programs for economic and resources 
development in Alaska; (ii ) preparing and keeping current 
coordinated plans for economic and resources development in 
Alaska deemed appropriate to carry out the existing statutory 
responsibilities of Federal, State, and local agencies; and (iii ) 
preparing legislative and other recommendations with respect 
to both short-range and long-range programs and projects for 
Federal, State, or local agencies. 

2. The Chairman of the Federal Field Committee for Devel
opment Planning in Alaska (hereinafter referred to as the 
"Chairman") will serve as the Chairman of any joint meetings 
of that Committee and the State of Alaska's Development 
Planning Committee, and, subject to the policies and programs 
approved by the Committees, will direct and supervise the 
activities of any staff personnel assigned to work jointly on 
matters of common interest. 

3. Copies of plans or recommendations tentatively developed 
by Joint action of the Federal Field Committee for Develop
ment Planning iu Alaska and the State of Alaska's Develop
ment Planning Committee will be transmitted by the Chairman 
to the President's Review Committee for Development Plan
ning in Alaska, the heads of interested Federal agencies, and 
the Governor of Alaska for their review and comment. Any 
comments or suggestions received by the Chairman with 
respect to any such tentative plans or recommendations within 
90 days after their transmittal will be considered, and those 
tentative plans and recommendations may be revised as 

deemed appropriate. Copies of plans and recommendations 
approved by Federal and State representatives, together with 
copies of any comments and suggestions received from Federal 
agencies or the Governor of Alaska with respect thereto, shall 
be transmitted by the Chairman to the President's Review 
Committee for Development Planning in Alaska and the Gov
ernor of Alaska. 

4. Each participating Federal and State agency shall keep 
the Chairman informed of any current and long-range plans 
that may be relevant to a coordinated development plan for 
Alaska, and, in developing agency programs and priorities, 
will give full consideration to the recommendations included 
in any coordinated development plan prepared cooperatively 
by the Federal and State representatives. 

5. Consonant with law and available funds, Federal and 
State agencies will furnish the Chairman available information 
relevant to coordinated development planning and may make 
studies and prepare reports requested by the Chairman with 
the approval of the Federal and State representatives. 

6. The expenses of Federal and
0 

State representatives inci
dent to cooperative planning in conformity herewith will be 
borne by their respective agencies. 

7. Whenever there is agreement between the Federal Field 
Committee for Development Planning in Alaska and the 
State of Alaska's Development Planning Committee with 
respect to coordina ted development planning, actions may 
be taken and recommendations may be made jointly. 

8. Nothing in this memorandum shall be construed as sub
jecting any Federal or State agency or officer, or any function 
vested by law in, or assigned pursuant to law to, any Federal 
or State agency or officer, to the authority of the Federal Field 
Committee for Development Planning in Alaska, or to the 
State of Alaska's Development Planning Committee, jointly 
or severally, or to the authority of the Chairman. 

9. Participation in the activities described in this Memoran
dum may be terminated, in whole or in part, at any time by 
the President of the United States or by the Governor of the 
State of Alaska. 
Attachment #3 
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