











































































































































































































































































































































































































































































































































































































































































































cited the potential west coast oil surplus to be void. It was not until
August that ARCO Juneau set sail with the first load of oil, headed for
its refinery in Cherry Point, Washington. Later in the year, this refinery
also suffered from a fire which cut o0il processing by 30 percent. Sale of
Alaskan 0il within the state had also been delayed due to the nonestablish-

ment of intrastate tariffs.

There came a surprise disclosure in August from the State Department of
Revenue: o011 flow would be held to 650,000 barrels per day until the
spring of 1978, This decision saddled Alaska with an estimated $100
million in budget deficit: the revenue estimates and state budget had
been based on the assumption that the pipe would reach full capacity by

the end of 1977.

Bids for the state's royalty oil share continued. The royalty oil sale

was perceived by many as unstable because of the requirement that the buyer
build a petrochemical plant within the state. Location of the plant was
widely disputed: many wanted it in Fairbanks, others nearer the coast,
e.g., Kenai. Governor Hammond continued vigorous negotiations with oil
companies on the state royalty oil sale project despite state economists'

warnings to abondon the project.
In September, the State of Alaska sued Alyeska for violating the Alaska

Hire Act, and the case was brought before the U. S. Supreme Court in

October. No decision was formulated before the end of 1977.
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At the close of 1977, unemployment in Fairbanks had reached an all time
high of 19 percent. The State Department of Labor predicted even worse
employment figures for the first quarter of 1978, but anticipated an upswing

in March at which time the economy would resume its pre-pipeline construc-

tion growth rate.

The main concerns in 1978 centered around use of the Permanent Fund. Use
of the Fund was viewed as an extremely critical factor in determining the
future of Alaska. Arthur D. Little, Inc., a consulting firm hired by the
State Department of Revenue, reported that Alaskans would not be able to
control future economic growth but could only influence the course of its
development. Major long-term industrial development opportunities for
Alaska were seen as dependent on world demands, prices, and other resources.
Recommendations, therefore, were that part of‘the Permanent Fund be used

to encourage investments by companies from the rest of the United States

and for further research to determine the types of industries and businesses

most Tikely to succeed in Alaska.

In early 1978, a report by the Department of Commerce's Division of Economic
Enterprise predicted that Alaska would not suffer a major recession at the
end of the oil pipeline project. The state had shown remarkable progress

in 1977 despite a decline in agriculture and a leveling off of tourism:
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overall higher production Tevels were reached. Alaska's future was con-
sidered to be bright, but future growth was perceived as cyclical. The

decade of the 1970s was predicted to be dominated by natural resources.

In Tate March, the State House voted overwhelming approval of legislature
to adopt a conservative approach to management of the Permanent Fund.
Contributions to the fund from royalties and leases were raised to include
30 percent of royalties and 100 percent of bonuses. Five-sixths of the
fund's principal was to be invested in blue chip securities and stocks,
and one-sixth (with a maximum of $100 million) would go to the Alaska
Enterprise Investment Corporation for loans to small and medium scale

businesses and community projects throughout the state.

The Alaska Petrofining Corporation, a Texas-based consortium including
six Native regional corporations, won the royalty 0il bid after much con-

troversy and compromise., The corporation probosed to build a $2.5 million

-

petrochemical plant facility, to be located somewhere on the Alaskan coast.
In a study by ISER, it was found that the majority of people interviewed

in Fairbanks favored a gas-based petrochmeical plant in the Fairbanks
Borough. This desire was in part stimulated by the decline in oil pipe-
line activity and the fact that Alyeska Pipeline Service Company was con-
solidating and relocating employees to Anchorage. Most did not favor,
however, expensive aids to petrochemical development such as tax breaks

and the sale of tax free revenue bonds.
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In May the west coast o0il surplus was interpreted as a crisis, and con-
trary to President Carter's warnings, world oil shortages were predicted

as unlikely by the Petroleum Industry Research Foundation.

Gas pipeline plans progressed and expectations concerning its. construction
were rising. As early as March, gas pipe jobs were being advertised.

The Northwest Alaskan Pipeline Company chose Fairbanks as its headquartefs
after much persuasion from Governor Hammond, and other gas pipeline-
related offices were expected to follow suit. In June, the U. S. Supreme
Court struck down the Alaska Local Hire Act, but the state proclaimed it
would use other means to assure Alaskans were given preferential hire for

gas pipeline jobs.

Governor Hammond declared that the North Slope haul road would be opened
for industrial use only, with increased access later if demand warranted

it. The haul road was expected to stay open year round once the state took

over ownership in October.

Thus, Fairbanks faced an uncertain future in 1978 as it did in 1971. Some
of the major uncertainties were: when, if ever, would the proposed gas hire
be built; how much 01l revenues WOuld the state ultimately receive and how
would these revenues be spent; when would the haul road be opened for public
use; was petrochemical development a viable possibility in Fairbanks; and,
of immediate concern, how long would the economic recession created by the

completion of the oil pipeline last, and how severe would it be?
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APPENDIX B
CHRONOLOGICAL PROFILES OF FIVE FAIRBANKS
SERVICE RESPONSES FRUM 1968 to 1977

Housing in Fairbanks 1968-1977. 'A profile of the changing housing
sjtuation and the factors that affécted the housing situation.

In August of 1967 the Fairbanks area suffered a severe flood and

was designated a disaster area by the federal government. Flood
damage to businesses and private property was extensive, A housing
shortage developed immediately after the flood and persisted for a
number of years. The situation was exacerbated by the rapid Fairbanks
population increase that followed the announcement in July 1968 of
huge. 0il finds on the North Slope of Alaska. While the U.S. econ-

omy was on a down-swing, many were attracted to Alaska hoping to

find employment in the expected oil boom. Since Fairbanks was the
nearest city to the North Slope most fortune hunters came to Fair-

banks.

The business community of Fairbanks was determined that Fairbanks
should become the service and supply center for North Slope oil
development, for they saw in oil development the possibility of
giving Fairbanks once and for all a stable economic base so that

it would no longer be subject to booms and busts.

During 1968 and 1969 the business communfty waged a ceaseless cam-
paign to attract the oil companies to locate their headquarters for
North Slope development in Fairbanks. They were informed that the
0i1 companies would choose to Tocate in a city that provided good
services, recreational opportunities and a welcoming attitude. For

this reason, those who sought development were very concerned about
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Fairbanks' chances to be the center for that development because
Fairbanks patently did not have adequate seryices or recreational
opportunities. Along with the inadequacy of school facilities, the
housing shortage was the problem that concerned the would-be
developers most. In an editorial on February 17, 1969 the Fairbanks

Daily News-Miner argued that Fairbanks had prospects for great

wealth, but this would only materialize if the o0il industry could
find satisfactory housing in Fairbanks for its people. This did
not exist. The reason for this was because of the tight money

situation nation-wide and because of the 8% ceiling on investment

returns. The Daily News-Miner felt the investment ceiling to be

unrealistic and suggested that the state legislature should raise
this ceiling in order to make capital available both to those who
would construct apartments for investment purposes and those who

needed to borrow money to build their own homes.

In 1968 the population of Fairbanks estimated to be 36,000. Using

a ratio of one housing unit for 3.0 persons, this results in a
projected need for 12,000 dwelling units. At the end of 1967 ASHA
had estimated that there was a shortage of almost 1,000 units. 1In
March and April of 1969 the housing shortage was pronounced to be
"critical' and the 0i1 Impact Unit of the Chamber of Commerce set up
a special Housing Committee to look into needs and solutions to the
problem. A shortfall of between 500 and 800 units was identified.

Despite the difficulty of financing construction, the market for



housing was so good that several projects did go ahead and the City
and Borough governments did what they could to promote housing con-
struction by making land available. The greatest need was for rental
accomodation, and with demand outstripping supply accusations of
rent gouging quickly began to fly about. The low-income and fixed
income groups in the population were most affected by the rising

rents.

By May it was recognized by the Tocal governments that to meet housing
demand during the summer many mobile homes and prefabricated houses
would be required. To insure orderly growth and the maintenance of
public health standards, the City and Borough worked on writing
trailer court ordinances. At the request of the Alaska Congressional
delegation, the Department of Housing and Urban Development sent a
team to Fairbanks to evaluate housing needs in the face of a popula-

tion explosion.

In July 1969ka study of housing and of projected housing needs was
completed by the Institute of Social, Economic and Governmental Re-
search. This study took into account existing need and projected
pipeline impact need and argued that between 1,500 and 2,500 more
dwelling units would be needed by 1970. The factor that prevented
market forces from producing these units was lack of investment
capital. The Chamber of Commerce took a lead in trying to find
outside investors to construct multi-family units. There was some

initial success in this venture: an outside company, Tandy Co.,
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was found willing to build 60 units on city land by the end of the
year. The city did all it could to expedite agreement on this
project and the City and Borough reviewed their building codes to
insure that they were not acting as a disincentive to housing
construction. In addition the state legislature increased the
interest rate ceiling to 10% in an effort to promote construction
to ease the housing shortage in Fairbanks and elsewhere in the
state. Despite these efforts the housing shortage increased

throughout 1969 because of the constantly increasing population.

Although the housing shortage persisted, Fairbanks had, in fact,
experienced a residential construction boom in 1969 with a 63%
increase in construction over 1968 when 152 new.dwelling units had
been constructed. In 1969, 240 new units were constructed. The
utility companies reported 610 new residential hook-ups in 1969,
of which 264 new units were mobile homes. The increase in the
number of units did not, however, keep pace with the increasing

population.

In expectation of an 0il boom and of imminent construction of the
Trans-Alaska Pipeline, Fairbanks population continued to increase
during 1970. This increase was accompanied by a record number of
building permits issued for residential construction - a total of
444 permits were issued, 242 for single family residences and 202

for multi-family residences, but despite this activity and an
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increasing number of mobile homes the supply of housing remained
lamentably inadequate for the growing population. This situation
was somewhat alleviated in 1971 when the pipeline delay resulted

in a sTight decrease in population. The uncertainty over the
pipeline project and the over extension of many businessmen during
1969 and 1970 in anticipation of pipeline activity, combined with a
tight money market resulted in only limited investment in residential
construction although during 1971 money did become available to
finance private residential construction. Instead of using the
delay period to prepare for the impact that would be generated by
the pipeline project, the uncertainty resulted in inaction. During
1971, 348 building permits were issued, during 1972, 439 and during
1973, 446. These 1evé1s of construction activity were not
sufficient to eliminate the housing shortgage for the existing
population. As a result when the go-ahead for the pipeline came in
1974 Fairbanks was again faced wifh an imminent housing shortage

crisis situation,

1974-1978

The year 1974 ushered in a severe housing crisis_in Fairbanks

due to the commencement of pipeline construction in April of that
year. By that time, the population of Fairbanks had swelled to
58,000 with an estimated need for some 18,000 housing units. The
actual number of dwelling units in the area was estimated to be
12,635, The immediate effect of such a shortage was that rents were

raised to exorbitant levels.
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Instances of rent gouging began to crop up as early as April of
1974, Following a suit against the Chandalar Apartments, tenants
formed an association, the Fairbanks Tenant Association, to help
protect all renters in the Fairbanks area. Numerous scandals

were reported of apartment owners raising rents to ridiculously
high Tevels 1in order to evacuate the building to enable the owners
to rent the entire building to the Alyeska Pipeline Service

Company. Such rumors were usually denied by Alyeska.

In the early part of May 1974, Councilman Bob Parsons proposed an
ordinance to establish a rent control board and set maximum limits
on the rents charged. The idea of rent control resulted in an
immense amount of opposition from the apartment owners and managers.
The state held public hearings to determine if, indeed, rent con-
trols were really needed. The Alaska Legislature enacted a bill
entitled "The Emergency Rent Regulation & Control Act" which

became effective on May 19, 1974. This gave the state emergency
powers to control rents in areas where housing emergencies existed,
although such areas were not clearly defined. Even though rent
control legislation was passed, it was quietly pushed aside. Little
attention was given to it nor was it enforced. It was not until

nearly a year later that the issue was revived.

Meanwhile rents continued to skyrocket and the housing pinch became

tighter. The prevailing attitude became one of renting anything
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available (often substandard in quality) for any price. Few com-
plaints were registered, although a multitude of gripes existed.

Fear of eviction kept tenants silent.

Some rental units had no plumbing. Many were overcrowded, which in
turn violated zoning ordinance laws. Extreme instances were reported
of hallways with a cot renting for $200 a month and one room with no
plumbing renting for $500 per month. Some rents were raised as much as
$50 to $200 in one month. People seemed to cope by "doub]ing—upd

although some apartment owners would in turn raise the rent even

more.

Rooming houses began to crop up everywhere, even though most areas
were not zoned for them. Many failed to meet the fire codes, yet
failed to be closed. When asked why health and fire regulations
were not enforced, their reply was, "Who are you helping?' Rooming
houses were claimed as being "cheap", if you don't mind 45

roommates.

Camp and tent businesses soared. The Chena River Wayside, the only
state campground in the metropolitan area, was crammed beyond its
capacity during the summer months when pipeline construction was in

full swing.

In September 1974, a housing study by the General Accounting Office

(GAO) was published. Housing in Alaska was stated to be the poorest
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in the nation. It was labeled to be worse than in other states

due to the fact that houses were more crowded and contained

fewer yooms in each unit. The percentage of housing units lacking
plumbing facilities was 2.4 times greater than that of other states.
In addition, the median value of housing units in Alaska was 34%
greater than the natioﬁa1 median, and also the median of the cost
of rental housing was twice the national figure. Further studies
by ISEGR (Tussing & Thomas, February 1975) indicated that Fairbanks

was one of the most expensive urban areas in the state.

Military personnel were hard hit in this period, with Fort Wainwright
experiencing the most critical housing shortage. Servicemen simply
couldn't afford such high off-base prices. By March 1975, the Army
found itself with 75 requests for housing. The crisis had been fore-
seen the preceding fall in this area, but available housing did not
Titerally vanish until just before Christmas. In addition, the base
was hurt by a freeze on transfers which meant that no base housing

was opening up.

Eielson Air Force Base had been spared from the housing shortage.
Réquests from air force personnel to bring their families with them
to Alaska had been selectively approved and disapproved. A stipula-
tion had been made that a serviceman must have found housing first

before a transfer of his family was approved.

A problem in finding housing was also encountered by teachers newly

B-8



hired by the school district. Mr. Williams, president of the Fair-
banks Education Association, commented that the quality of education
would suffer if sufficient housing could not be found for the needed

teachers.

Mobile home sales had fluctuated. There was a tremendous in-

crease in sales after the 1969 Bonus 0il1 Lease Sale followed by a
sharp decline when pipeline construction was delayed. The year 1975
witnessed a mobile home boom. Half of the housing units added to
Fairbanks during the first two years of pipeline construction were
mobile homes (1,245 mobile home units were added). There was no
competition in this market. One businessman sold $900,000 worth of
mobile homes during the first quarter of 1975, with price tags
ranging from $25,000 to $55,000. Fifty-four percent of the mobile
home owners surveyed said they chose mobile homes because other
housing was too expensive, 14% reported no other housing was avail-
able. Another problem encountered here was that zoning ordinances
restricted the 1ocation of mobile homes. During the initial two
years of pipeline construction there was a severe shortage of mobile
home park spaces. Mobile home owners had Tittle choice in their
location: mobile home parks or privately owned land (their own or a
friends). Sixty-two percent of the mobile home owners surveyed
replied that they had no choice in their location. Single-family
dwelling units were permitted in 12 zones while mobile homes were

allowed in only 5 and conditionally in another two. Multi-family
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units were permitted in 10 areas in the Borough, mobile home parks
were permitted in only two zones. Although convenience was ranked
as the highest advantage of mobile home park living, disadvantages
far outnumbered any positive aspects. Among them were overcrowding,

poor quality roads, and lack of fire protection.

At this time, dissidence was made public. Controversy and lack
of decision continued to exist concerning enforcement of rent control

laws that were presently in effect and new ones being formed.

In April of 1975, the first local public meeting was held to air
opinions and complaints concerning the rental situation. Landlords
were opposed to any rent control jdeas arguing that it would only
make the housing shortage worse. Tenants continued to remain silent
for fear of eviction during such a critical housing crisis. The
main messages drawn from the meeting were that the lack of housing
was a catalyst to the rental problem and that immediate action should
be taken. Mr. Sczudlo, president of Arctic First Federal Savings,
said the housing problems came from "the local éommunity having no
opportunity to build housing units and the oil companies doing a
disservice to the community by not providing for their own housing
needs." -National inflationary costs were also cited as contributing

to the lack of housing construction.

People were pretty much in agreement that rent control would
only make things worse: it would further reduce housing construction

because investors would be deterred by controls over investment re-
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turns and it would also encourage poor quality housing construction.
Many existing housing units were already in violation of health and
safety standards. Yet most people at the meeting still remained in

favor of some sort of rent control.

On March 24, 1975, Governor Hammond imposed the state's Emer-

gency Rent Regulation & Control Act in Fairbanks and Valdez (and
later Anchorage). It tobk the form of a Tocal adjustment board that
recejved individual rental complaints and acted as arbitrator and
judge between individual suits of tenant versus landlord., The law
required that the local emergency rent review board act within fif-
teen days of receiving complaint and also required to give reasons
for rent increases and, if necessary, let tenants examine their
budget records for proof of the need for rent increase. Exempt

from such a control were new housing starts commencing after

January 1, 1975,

Both pipeline cities (Fairbanks, Valdez) readily approved the
emergency rent review board idea.’ Tohy Motley, Department of
Commerce Commissioner, described the governor's action as a

"rifle approach”, aimed at a few (landlords) rather than at all,

as were former shotgun approaches. Most people felt along a similar
vein, giving much approval and support to the governor's actions -

labeling it as "the most reasonable possible solution."

After appointment of emergency rent review board personnel by
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the governor, troubles began. Local government economists

claimed that the regulations proposed by the Alaska Department of
Commerce contained major loopholes. In addition, rent review board
membeyrs found themselves with a majority of rent cases that didn't
follow established guidelines. To confound the issue even further,
initial rent review regulations and procedures weren't clearly under-

stood by many landlords and tenants.

In June 1975, several changes were effected in the emergency rent
review board system. The organization was overhauled and a 3% com-
bined vacancy rate was established as a criterion for determining a
critical housing shortage. By July of that same year, the emergency
rent review board found itself running out of cases. By some it was
even called a joke. Some claimed that the new emergency rent regula-

tions were still in favor of the landlords.

By October 1975, the emergency rent review board was on the verge of
" being disbanded because they were getting less than one complaint per
week. However, new rent rules were put into effect and rent regula-

tions again became a hot issue.

It was the apartment managers who were gradually forming and effecting
new rent regulations. Larger damage deposits were being required and
tenants were required to sign rental agreements that had clearly de-
fined regulations. Increasingly, managers began to restrict the

allowance of children in apartment units. The Fairbanks Impact
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Information Center found that children were not allowed in 52% of the

units surveyed, and 89% had a no-pets policy.

In March 1976, the House approved a bill that provided for penalties
for violations of the state's Landlord-Tenant Act and sliced the

amount a landlord could charge in pre-paid rent and deposits.

The question of the emergency rent review board continuing was still
alive when July 1976 rolled around. On September 9, 1976 Governor
Hammond terminated the Emergency Rent Review Board Programs in Fair-
banks and Valdez. Rapid population increases were shown to have
leveled off and the laws of supply and demand seemed to be back in
operation again. Substantial impairment of free choice in residential

housing rentals had finally subsided.

Statistics show that between May 6, 1975 and February 28, 1976 com-
plaints were filed against 79 Fairbanks landlords by 150 tenants.
Two-thirds of these were related to rent increase, one-third concerned
eviction. Only about one-half of these complaints (about 40 cases)
were actually settled by the emergency rent review board. The other
quarter weren't even considered due to the landlords not giving proper

rent increase notice to tenants.

In April of 1976, rent statistics for Fairbanks still showed a rather
broad range in rent; from $125 a month for an efficiency to $650 per

month for a furnished 3-bedroom apartment. Inflationary rental prices,
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though, were gradually on the wane.

The Fairbanks population had risen to 72,037 by 1976. By 1977 it
had diminished to 69,578. The housing crunch was over. People in

apartments were now looking for houses.

November 1977 statistics were released from the state that indicated
building permits had increased 44% over the last year. Anchorage had
accounted for 61% of the total, Fairbanks - 21%, and Juneau - 6%. A
housing vacancy survey published in November of 1977 by the Federal
Home Loan Bank in Seattle indicated a 1.5% combined vacancy rate
(1.3% single family vacancy rate). The current vacancy rate as of
December 9, 1977 was between 8% and 10% (Sue Fison, Fairbanks Impact
Information Center). However reasonably priced good quality housing
was still on demand. Mr. Wise, a Fairbanks Developer, commented that
he expected Fairbanks to face another hdusing shortage once the gas

Tine construction gets underway.

1974 and 1975 were the major years of critical housing shortage in
Fairbanks. It was not until 1976, with the end of the pipeline
construction in sight, that the crisis began to taper off. As the
population declined apartment vacancy rates increased, mobile home
sales declined, and housing construction began to rise rapidly.

There was a boom in the issuance of building permits with 1,561 being

issued in 1977.
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School in Fairbanks 1968-1977: 'A profile of changes that took place and

When, in 1968, it was discovgred and announced that there were exten-
sive oil fields on the North Slope of Alaska, many in Fairbanks wel-
comed the discovery because of the prospects that the oil offered

for the potential development of the city. It was recognized, how-
ever, from the outset that certain community services would have to
be improved and upgraded if Fairbanks was to attract the desired

development.

One of the community services which was considered in 1968 to be

less than adequate was the school system. At the beginning of the
school year in September 1968 there was an unanticipated jump in
school enrollment in the Fairbanks North Star Borough School District.
This jump in enrollment posed a prob]em for the school administration
because the existing facilities could only accommodate 6,900 students.
This situation had arisen because the Fairbanks electorate had pre-

viously turned down a bond issue for school capital construction.

The immediate response of the school administration to the crisis
was to transfer some children from school to school, to permit class
sizes to increase (some classes were as large as 50) and then to
rent classroom space to alleviate overcrowding. Although overcrowd-
ing was experienced at all levels in the school system, it was felt
most keenly at the high school level. The students at Lathrop High
School staged sit-ins during October 1968 to try to persuade the
school administration to adopt a double-shift system instead of
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renting classroom space, but the student view did not prevail.

Once stop-gap measures had been taken to address the immediate
problem the school administration had to turn their attention to
finding longer-term solutions. 1In October 1968 the School Board
decided to seek for another bond issue for school construction. The
justification for doing this was that the school district had inade-
quate accommodations for existing students even without the expected
population expansion that was being predicted in connection with oil
development. Further impetus was given to the School Board to seek
a bond issue for school construction by the constant admonitions of
the Tocal governments and the Chamber of Commerce that community
services in Fairbanks must be improved to attract the oil industry
to choose Fairbanks as the service center for 0il exploration and
development. The School Board on October 18 requested a bond issue
of $8.6 million to finance a construction program for new schools

to accommodate the expanding school population.

The school bond issue was put before the voters on January 14, 1969.
In the week preceding the election the Fairbanks media addressed the
schools question. The Fairbanks Daily News-Miner of January 7, 1969
described the conditions in the overcrowded schools. The situation
had not eased at all since September. It pointed out that although
the new Ryan Junior High School would come into use for the next
school year, this would not solve the school district's overcrowding

probTems, though it would go some way to alleviate them. The school

B-16



district would still need more secondary and elementary classrooms

as well as specialized use rooms eyen to accommodate the existing
school population in accordance with the adopted class-size and
educational standards. Should a population boom take place due to
economic development the school district would be overwhelmed, not
having the facilities to accommodate the current, let alone a rapidly
growing population. The Superintendent for Schools (Laffefty) for
the Fairbanks North Star Borough School District predicted a
‘continuing need for new school construction programs to keep up

with potential population increases. The Business Manager for the
school district (Vance) predicted that there would be in excess of
10,500 students in the Fairbanks school district by the 1973-74
school year. The school district administration and the teachers
joined together to predict that the school facilities included in

the $8.6 million bond issue proposal would be overcrowded almost

as soon as they would be occupied. The Chamber of Commerce supported
the School Board's request for the bond issue because, they argued,
Fairbanks must have good services to attract development. However,
the Real Property Tax Payers Association opposed the bond issue.

They argued that few would deny the need for more schools but that

it was wrong to place the burden for paying for the new schools on
the property owners of Fairbanks. The increasing demand, they
argued, was largely generated by newcomers attracted by oil-related
employment. Most of these people were not property owners, nor
would they be long-term Fairbanks residents. Why should the property

owners of Fairbanks have to shoulder the burden for paying for new
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schools for these itinerants' children? The day before the election
the Fairbanks Daily News-Miner urged the electorate to 'vote yes for

the future of Fairbanks.'

The bond issue, nevertheless, failed. The School Board, faced with
the problem of how to continue providing education for an expanding
population in already overcrowded facilities with no prospect of
new facilities (except those at Ryan Junior High), began to calcu-
late how many portable classrooms to order for September 1969. One
School Board member (Ed Price) publicly stated that there would be
no problem of overcrowding in the secondary schools in the fall.
The new accommodation at Ryan Junior High School would solve that
problem, but there would still be a problem of insufficient class-
rooms at the elementary level. Those members of the School Board
who felt the school facilities problem would not just go away began
to investigate the possibility of state funding for the school con-
struction program. The Chamber of Commerce also began pursuing
with the Tegislature the question of state funding for school con-
struction. When it was announced in early February that the oil
would be transported from the North Slope by an all-Alaska pipeline
that would pass close by Fairbanks, the probable increase in popula-
tion that would accompany the construction of the pipeline became a
new element in calculating the imminent increases in school popula-
tion. On February 17 a resolution was introduced in the state

Senate to fund education from oil revenues.



During January, February and March 1969 the School Administration
and School Board had been working on the preparation of the budget
for the 1969-70 school year. The budget that went to the Borough
Assembly in March estimated an enrollment of very nearly 7,948
students. To bring the budget down to an acceptable level, the
Borough Assembly had the estimated enroliment cut to 7,600, and

also cut the per capita estimate of cost. In the wrestle between
the School Boafd and the Borough Assembly over the school budget the
School Board argued that the proposed budget was only a minimal
maintenance budget and any further cuts would mean a Towering of
quality in education, while the Borough Assembly argued that adopt-
ing the proposed budget would result in an increase in the mill rate

which would be unacceptable.

When Governor Miller visited Fairbanks in late March the 0i1 Impact
Committee established by the Rotary Club seized the opportunity to
apprise him of the problems facing the city, including the problem

of financing school facilities.

In May it was anhounced that the state would provide some support

to assist the Fairbanks North Star Borough School District. At about
the same time the residents of North Pole began to agitate for the
provision of more secondary school facilities at North Pole to save
the children from that area from having to be bussed to schools in

Fairbanks.,



In July 1969 the Borough Assembly authorized the purchase of ten
portable classrooms in preparation for the new school year. In
August the School Board announced that they were investigating the
feasibility of a high school at North Pole to serve the residents of
that community and Efelson Air Force Base, to be jointly paid for by

the federal government and.the school district.

Completion of the new Ryan Junior High School in August, well in
time for the start of the school year, was greeted with considerable
relief by all concerned with education in Fairbanks. Ryan Junior
High School was built to accommodate 1,000 students. In another
move to alleviate overcrowding in the Fairbanks schools, the School
Board decided the North Pole School would include the 8th grade for
the first time during the 1969-70 school year. This decision was in
compliance with the requests of many North Pole parents. As the
start of the school year approached, predictions were made in August
that there would be a record number of students, in excess of 8,000,
an increase of some 600 students many of whom would have newly arrived

in Fairbanks from the lower 48 states.

The reality was greater than the prediction: 8,239 students enrolled
in the Fairbanks North Star Borough School District for the 1969-70
school year. Although overcrowding in the elementary schools persis-
ted, a breakdown of the system was prevented because of the new Ryan
Junior High facility, the accommodation of 8th grade pupils at North

Pole School and the use of some portable classrooms. The School
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Administration experienced great difficulty in providing the neces-
sary education within the constraints of the tight maintenance budget

that the Borough Assembly had approved.

The announcement by the Governor in January during his ‘state of the
state' message that the state would assume responsibility for 90% of
school construction funding was received in Fairbanks with much re-
lief. The budget presented by the governor to the legislature con-
tained provision for extensive school construction to be carried out
in time both to accommodate the increased school populations predicted
to be associated with the oil development boom, and to precede the
construction cost inflation that would inevitably accompany that
boom. On receipt of this good news, the school administration once
again set about predicting future facility requirements. Against

the background of continuing population growth and inadequate ser-
vices coupled with constant predictions about the potential growth

of Fairbanks once pipeline construction commenced it is hardly sur-
prising that their predictions assumed larger future increases in

the school district population. The plans to accommodate this influx
included a new high school for Fairbanks, a new jointly funded high
school for North Pole and Eielson Air Force Base, two new elementary
schools, various additions to existing schools and ten portable class-
rooms.  Planning for these proposed facilities continued throughout
February and March while at the same time the school administration
also worked on preparation of the 1970-71 school budget. When the

budget was made public in late March it contained a $3 million
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increase - but everyone expected that this increase would be borne by
the state. The budget announcement was accompanied by a statement on
a required building program that would require bonding. This was
translated into a $28 million school bond issue to be put before the
people at an election in June. The state was to reimburse 50% of

the bond issue.

The decision was taken to place the school construction projects on
the ballot as nine separate projects, which in the eventual calcula-
tion totalled $24 million. The projects were: a high school in the
university area; a jointly funded junior-senior high school at North
Pole/Eielson Air Force Base; two elementary schools; a vocational

technical complex, and additions and improvements to existing schools.

Because of the delays in the commencement of pipeline construction
and the resulting economic uncertainty in Fairbanks, it was predicted
in advance that the chances of the full bonding package passing was
sTim. =~ When the bond election took place in June the package was
turned down by a 2-1 margin. The School Board announced immediately
upon the receipt of the results that the situation was serious and
the School Board would have to seek another bond issue in October.

An editorial in the Fairbanks Daily News-Miner of July 2 argued that
it was apathy that had killed the school bond issue since only 25%

of the electorate had turned out to vote.

When the schools opened for the new school year in September 1970
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they were once again overcrowded. One elementary school (Barnette)
was so overcrowded that it had to be initially operated on a double
session system until the load could be spread amongst other schools.
Later in September the School Board held a series of public meetings

to sound local opinion on the school bonding issue.

1971-1973

With the pipeline project indefinitely delayed during 1971 there was

a down swing in economic activity in Fairbanks. Unemployment levels
rose and the population, which had increased significantly between
1976 and 1970 (from 45,500 to c. 50,000), dropped back somewhat to
about 48,500. School population also declined, but only very slightly.
This situation, however, did allow for the avoidance of the serious
overcrowding problems that had faced the School District at the start
of previous school years. But although a crisis was avoided, never-
theless, the schools were still overcrowded. Most of the facilities
were either at capacity or had up to 100 more students than they were
designed to accommodate. Problems of school administration also

arose because of the very stringent budget that the Borough Assembly
and School Board had adopted. The version that was finally approved
had been greatly pared down, the Borough Assembly being willing only
to permit a 9% increase over the previous year's stringent maintenance
budget. In this the Borough Assembly members were greatly influenced
by the prevailingly gloomy economic situation in Fairbanks, while the
School Administration had to incorporate pay raises because of in-

flation,
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During the year the School Board became embroiled in a number of
behavioral disputes, questions of students smoking, acceptable

hair length and at the end of the year the dismissal of the princi-
pal of Ryan Junior High School for misconduct. Such matters occu-
pied the School Board while the subject of school facilities was
abdicated to the state government since the Fairbanks voters had
clearly shown by defeating three bond issues, that they were unwill-
ing to pay for increasing school facilities to accommodate popula-
tion associated with oil development. The Fairbanks North Star
Borough School District started 1972 with problems: the School
Board tried to "buy out" the unexpired portion of the school super-
intendent's (Taylor) term. Taylor resigned. Tension between the
School Administration and. the School Board had been generated by
the Board's decision to reinstate Kesselburg, principal of Ryan
Junior High School. The tensions between the Board and the Admin-
istration and teachers simmered thrdughout the year, with

charges that the Board was interfering in the day to day running

of the schools, but not fulfilling its true role, to develop
policies. When the new school year opened in September 1972 the
school situation was again saved because enrollment had again
slightly declined. But the lack of adequate and sufficient facilities
was again highlighted because, due to the dilapidated condition of
Main Junior High School, renovations had to be carried out and be-
cause of procrastination over the project both by the School Board
and the Borough Assembly, this was not done duying the summer

recess. So the School Administration was faced with the temporary
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problem of how to accommodate the pupils during reconstruction when

all the district's schools were already filled to capacity.

The lack of harmony between the School Administration and the School
Board was referred to repeatedly by candidates for the School

Board in the September elections. Most candidates felt that this
lack of harmony had Ted to a very negative situation where the School
Board spent too much time on minor matters and showed no leadership
in educational policy making. Most of the candidates committed
themselves to future planning of school facilities to accommodate

projected pipeline growth without overbuilding.

A change of School Superintendent early in 1973 (following the resig-
nation of Foutes, who had only occupied the post for nine months)

was accompanied by accusations of unfair selection because several
board members openly supported the successful candidate (Chuck Smith)
who was formerly the principal of Main Junior High School. The
School Board also gained a new president during the year, when after
the elections David Wood, a new and moderate member of the Board was
chosen. The changeover in both these positions made the tensions
between the two bodies a thing of the past and promised better rela-
tionsﬂfor the future. Besides as 1973 drew to a close it became
evident that the long-delayed pipeline project would indeed go ahead
during 1974 which plunged all those involved in education in Fair-
banks into a flurry of activity preparing for the long-expected

pipeline impact.
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Preparing for Pipeline Impact.1

From 1969 on, many attempts were made to predict what the impact of
pipeline construction would be on Alaska. In 1971 the Institute of
Social, Economic and Government Research of the University of Alaska

had produced an Alaska Pipeline Reportz, the State of Alaska pro-

duced Comments on the Proposed Trans-Alaska Pipe]ine3, and the

Department of the Interior issued an Impact Statement4. Alyeska
Pipeline Service Company retained Mathematical Sciences Northwest,

Inc. to carry out an economic and sociological impact study in 1972.

In the fall of 1973 the Fairbanks North Star Borough School Adminis-
tration prepared their own impact statement and this was used by the
Special Petroleum Impact Committee of the Alaska State Legislature

in preparing its Report on Impact of Trans-Alaska Pipeline Construc-

tion on Governmental Services and Facilities which was pubiished

in February 1974,

In trying to predict what the impact of pipeline construction would

1Much of the information for this section was drawn from Fairbanks
North Star Borough Impact Information Center Final Report, Susan R.
Fison and Cindy L. Quisenberry, 1978,

2A1aska Pipeline Report, Arlon R. Tussing, et. al., ISEGR, University
of Alaska, 1971.

3Comments on the Proposed Trans-Alaska Pipeline, Department of Law,
State of Alaska, July 30, 1971.

4An Analysis of the Economic and Security Aspects of the Trans-Alaska
Pipeline, U.S. Department of the Interior, Washington, D.C., Dec., 1971
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be, all the researchers relied upon Alyeska's own predictions of what
employment the pipeline project would generate and how this employment
would be distributed along the pipeline. Alyeska's stated intentions
on Alaskan hire and on families accompanying construction workers

- were also taken into account in generating statistics. Since Mathe-
matical Sciences Northwest, Inc. was the consultant that generated
figures for Alyeska, their figures served as a partial basis for

all other figures. However, not all of MSNW's assumptions were
accepted without question. It was assumed in Fairbanks that since
MSNW had been commissioned by Alyeska, who was at the time still
trying to obtain a permit to construct the pipeline, they would be
likely to have minimized potential impact. The Fairbanks North

Star Borough School District, on the other hand, faced with growth
that would place an intolerable stress on an already strained situa-
tion because of the failure of earlier bond issues, would of course
be Tikely to maximize potential impact if this could result in state
financing for capital improvements and programs. MSNW predicted at
most 2,000 additional students resulting from pipeline impact, while
Fairbanks North Star Borough School District predicted an increase
of 3,000-3,900 students due to pipeline construction. In fact the
school population rose by only just over 1,000 students between 1970
and 1977 - the peak figure reached in 1975 was 9,675 compared with

a peak of almost 12,000 predicted by Fairbanks North Star Borough
School District. Actual school enrollments more nearly approximated
the "normal" levels anticipated if construction of the pipeline had

not occurred.
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The School Administration calculated that they would need 148 more
classrooms and 50 more teachers. In applying for pipeline impact
funds, the Fairbanks North Star Borough School District requested
$230,000 for extra administrative costs, $2,600,000 to cover educa-
tional costs for extra students, $526,500 for relocatable classrooms
and purchase of $12,475,000 in Fairbanks North Star Borough School
bonds by the state. The state legislature appropriated $1,504,300
in impact funds to the Fairbanks North Star Borough School District
for the year 1974-75,

The Reality of Pipeline Impact - 1974-1977

In the spring of 1974, just prior to the official commencement of
pipeline construction, the Fairbanks North Star Borough School District
operated 13 primary (kindergarten through sixth grade) schools,
including two one-room schools and three special education facilities,
as well as two junior high schools (gradeé seven and eight), one high
school, a career extension center and a vocational school. The school
district had 437 certificated employees and 196 noncertificated
employees. Schools were overcrowded since no school bonds had received

voter approval in eight years.

Three years later in the spring of 1977 the school system had expanded
to include not only schools on the military reservations (two grade
schools and one high school) but also five newly constructed schools:
two elementary schools, two junior high schools, and one high school.

School district employees in fall 1977 numbered more than 1,125,
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670 of which were certificated employees.

In addition to bonded indebtedness from the new schools, the Fair-
banks North Star Borough school budget for non-military base schools
increased by 89 percent, from $14.8 million in 1973-74 to $27.9
millijon in 1976-77. With hindsight, the growth in the school system
may seem irrational when compared to a total growth in student en-
rollment at the non-military base schools between fall 1973 and fall
1977 of only 10 percent. However, decisions to expand the school
system were based upon rational planning for pipeline impact. ATl
of the planners--for the school district, the state, and the o0il
companies--asserted that there would be a massive influx of school
age persons into the community as a result of pipeline construction.
The projected school enrollments became the basis for decisions to
expand the school system; however, the enrollments never material-

ized.”5

The school system was extensively reorganized to cope with the ex-
pected impact when the school year commenced in September 1974.
Over 100 new teachers were hired, a portable classroom elementary
school opened at Fox, McKinley Elementary School on Fort Wainwright
was leased by the Fairbanks North Star Borough School District to

serve as a Junior High School for North Pole students, University

5Susan R. Fison & Cindy L. Quisenberry, Impact Information Center
Final Report, (Fairbanks North Star Borough, 1977) Chapter V p 1.
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Park Elementary School was to be operated on a double-shift system,
and Lathrop High School was to operate as two separate high schools
based on- a double-shift system. Although in excess of 11,000 stu-
dents were expected to be accommodated within these arrangements

during the 1974-1975 school year, only 9,000 students materialized.
Nevertheless, some schools were reported to be at capacity and the
double-shifting at Lathrop and University Park created an air of

coping with difficult circumstances that led those involved to be-

lieve that extensive pipeline impact was a reality.

During the pipeline period five new schools were added to the exist-
ing facilities of the Fairbanks North Star Borough School District:
the temporary portable Fox Elementary School added in 1974, Tanana
Junior High School - added in 1975 to replace North Pole Junior
High, West Valley High School added in 1976 and Wood River Elementary
School added in 1976. Tanana Junior High and North Pole Junior/
Senior High Schools had been authorized by the electorate through a
bond issue election in October 1973, prior to the granting of the
pipeline construction permit. Two new school bond proposals (for
West Valley High School and Wood River Elementary School) were put
before the electorate in November 1974, With the assurance that

the state would bear most of the cost, these bond issues passed.

Despite the passage of these bond issues Fairbanks schools were

overcrowded during the 1974-75 and 1975-76 school years, but this

B-30



was not so much due to pipeline impact as to failure to pass bond
issues between 1968 and 1973 to address growing population and
obsolesence of old facilities. There was some pipeline impact:
during 1974-75 there were about 500 new students, and during 1975-76
a further 700 new students, but not the 3,000 to 3,500 that had been
anticipated. There were some complaints about overcrowding and
about double-shifting between 1974 and 1976, but the arrangements
were made to work., The availability of four new schools to accommo-
date students for the 1976-77 school year largely obviated problems
of overcrowding and brought an end to double-shifting. The neces-
sity, when these new schools became available, for redrawing the
school attendance areas to make them more appropriate to the facil-
ities available, drew some criticism because the boundaries had

been adjusted annually since 1974 to cope with pipelihe impact and

over-crowding.

Peak enrollment during the pipeline years was experienced in 1975-76
when a total of 9,765 students enrolled. When the new schools be-
came available for the 1976-77 school year the student population
had already begun to decline with a total of 9,666 students that

year,
With the addition of the new facilities in 1976, the Fairbanks North

Star Borough School District had a total student capacity of 11,225

students based on 25 students per classroom. But in a letter to
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the Borough Mayor in April 1976 a school administrator explained that
the actual capacity of the schools was less than 11,225 because that
figure was based purely on 25 students per ciassroom and not on the
actualities of school program scheduling - such as smaller groups

for special education and necessary library and multi-purpose space
to meet accreditation standards. In addition, the use of temporary
portable classrooms should be eliminated. Such adjustments reduced
the actual capacity of the school facilities to a little over 10,000.
With a peak pipeline period enroliment of just under 9,700 during

the 1975-76 school year, this allowed for excess capacity of some

300 places distributed throughout the system.

Although the growth in student population during the pipeline con-
struction period was far less than anticipated the Fairbanks North
Star Borough School District budget increased by leaps and bounds
because the budget anticipated need for facilities, teachers and
administrators to cope with predicted population, and the resulting
increase in the number of facilities generated a need for adminis-

trators and teachers to staff them.

In fact what happened was that the Fairbanks North Star Borough
School Administration planned to accommodate the predicted influx
associated with the pipeline construction, but when the immense in-
flux did not materialize, used the funds and facilities that became
available to upgrade the school system from a stressed and over-

crowded system to an adequate system for existing population.
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That the School Board in 1976 with four new permanent facilities,
debated building four more permanent facilities, even though the
estimated student population growth had not taken place, is surely
just an indicator of how overstretched the situation had been in
1974. School capacity calculations are based on class size or
student-teacher ratios. The Fairbanks North Star Borough School
Administration in its request for impact funds stated that it
maintained a ratio of 1:23 for grades one to eight and 1:18 for
grades nine through twelve. Obviously the overcrowding of facilities
prior to the commencement of pipeline construction must have ren-
dered these standards beyond realization. However, construction
during the pipeline period put the standards once more within the

bounds of realization.

In January 1977 the Impact Information Center issued a report that
addressed the subject of school facilities. In this report it was
pointed out that the Lathrop High School population would have to

be Towered to qualify for accreditation, so a fourth high school
would be needed in Fairbanks in the Chena Hot Springs/Steese Highway
Area. The report also argued that new elementary schools would be
required in the future at North Pole, in the Steese Highway Area, at
Fox and at Two Rivers; but the report also predicted that there would
be a reduction of the number of teachers employed if the current
teacher:student ratios were maintained, because of a declining

student population.
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Conclusions

Despite ample opportunity to prepare for the impact of the pipeline
construction, the Fairbanks electorate was unwilling for school con-
struction to commence in advance of the certainty that the pipeline
project would take place. Despite urgent calls by pro-development
groups to upgrade services to attract oil industry activity to
Fairbanks, school bond issues were consistently defeated. This
resulted partially from uncertainty about the pipeline going ahead,
and partially from unwillingness on the part of the property-owning
taxpayers to support heavy tax increases for the construction of
schools to serve a population that would be transitory, while the

tax burden to maintain these facilities would be permanent.

The outcome was that Fairbanks schools were unprepared to deal with
the predicted impact had it come. The arrangements made for the
1974-1975 school year to cope with the predicted impact were fre-
quently found to be irksome and cumbersome. This brought the reality
of school needs to the attention of most of the population. At the
same time the State of Alaska made impact monies available and
accepted financial responsibility for 90% of capital costs for educa-
tion and a greater proportion of administrative costs than formerly.
In October 1973 and November 1974 school bond issues were therefore
passed by the electorate. During the 1974-1976 period four new
permanent schools were constructed. These schools were constructed
at a time when the Fairbanks economy was humming with pipeline
related activity. Construction costs were therefore at a peak,
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whereas had the facilities been constructed between 1971 and 1973
their construction would have provided much needed activity for the

depressed Fairbanks economy and their cost would have been much Tess.

School construction undertaken during the pipeline period, far from
resulting in excess capacity in the school district, merely permitted
the school district to correct earlier overcrowding, to replace
obsolete facilities, and to attain teacher-pupil ratios in accordance
with their claimed standards. The school budget increased because

of these improvements and because of increased administration and

maintenance budgets for the extra facilities.
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Health Services in Fairbanks 1968 - 1978: A Profile Describing the
Changing Structure of Health Care During the Pipeline Period. Des-
criptions of the Services Provided for Mental Health and Alcoholism
are Also Included.

Health care in Fairbanks showed steady improvement through the decade
1968 to 1978 and was ranked number three on the Tist of best assess-

ments of the community by those sampled in the Fairbanks Community

Survey (Jack Kruse, Institute of Social and Economic Research, Uni-

versity of Alaska, December, 1976).

"Prior to pipeline construction there was little analysis of potential
impacts of the project on health care in Fairbanks. In 1972 Alyeska
Pipeline Service Company released a report which predicted impacts of
construction on the pipeline (A Study of the Economic and Sociological
Impact of Constructidn and Initial Operation of the Trans-Alaska Pipe-
line, prepared for Alyeska Pipeline Service Company, Inc., by Mathe-
matical Sciences Northwest, Inc., September 1972). The study pre-
dicted that the state would need 60 to 70 additional non-federal
physicians and more hospital beds. The report said that 2,000 more
hospital beds would be required statewide by 1970, even without
pipeline construction (Ibid., Vol. II, pp. 143-144). While the study
suggested that there would be additional demands for both physician
manpower and hospital beds in Fairbanks, it did not specify how many

of each would be needed."1

I. PRIVATE HEALTH CARE

Most private physicians were members of one of two competing clinics
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(Tanana Valley Medical Clinic and Fairbanks Clinic) in Fairbanks
during the decade prior to pipeline construction. Doctors from both
clinics received both a salary and a portion of the profits from their
respective clinics. "“Since thére was a strong financial incentive

to keep business away from the competing clinic, it was not uncommon
for doctors to refer patients to specialists in Seattle rather than
across the street."2 Because of this practice and due to Fairbanks'
fairly small size, there were relatively few medical specialists

prior to the pipeline.

In anticipation of the activity generated by pipeline construction,
however, clinics increased their staffs. Opening of the Fairbanks
Memorial Hospital in 1972 and the emergence of the independently
based Medical and Dental Arts Building in 1973-1974 were both res-
ponsible for attracting new medical professionals, viz., specialists
whose skills were specific for the former, and physicians who didn't
want to be a part of the two clinics and preferred an independent

association with the latter.

A. 1968 - 1971

(No information for this period save what was mentioned in the be-

ginning paragraph under private health care on page 1.)

In January 1970, Senator Jay Kertula prefiled a bill that would

authorize physicians assistants to assist practicing physicians in
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urban areas to relieve a shortage of doctors and to bring physicians‘

seryices to remote areas.3

B. 1972 - 1973

In 1973 the two local c¢linics increased their staffs to a combined
total of 39 private physicians representing 10 specialties in order
to prepare for anticipated pipeline related population increases.
Twenty-eight percent of the doctors (11) were affiliated with Tanana
Valley Medical Clinic; 49% (19) at Fairbanks Clinic; 18% (7) other;
5% (2) with Fairbanks Memorial Hospita].4

Prior to the commencement of pipeline construction, in addition to
increasing its staff, the Fairbanks Clinic also expanded its facilities.
A $1 million expansion program was begun in October 1972 and completed
in May of 1973. The expansion allowed for an increase in the number of
doctors and an additional 8,000 square feet making a total of 35,000
square feet of space in the medical building for the clinic. Suites
for ear, nose and throat, expanded orthopedic, physical therapy, and
industrial medicine departments and administrative offices were added.
Expansion also included an enlarged outpatient surgery center. Al-
though six more doctors were expected to bolster the ranks during the
summer of 1973, the clinic had, by 1972, initiated a double shift

schedule to avoid the necessity of hiring any additional physicians.
The structure of private health care in the community was altered
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significantly by the decision of some physicians to provide a health
care alternative to the two clinics in Fairbanks. In 1973, several
doctors severed affiljation with the clinics and began construction
of the two-story Medical and Dental Arts Building designed to house
independent physicians and small specialty group practices. Amel-
joration of the private health care structure was accomplished
through the intervention of private individuals (doctors) and so, the

changes took place with relative expediency.

C. 1974 - 1976

As pipeline construction began in 1974, the 14,250 square foot Medical

and Dental Arts Building was completed at a cost of $3.5 million.

The number of physicians in Fairbanks continued to grow with 47 pri-
vate practitioners in 1974 representing a wider range of specialities.
"The increase in the number of physicians may be attributed to ... the
opening of the new Fairbanks Memorial Hospital, which attracted those
with hospital based specialities and to the emergence of the Medical
Arts Building alternative to the two clinics which had dominated

health care in Fairbanks."5

When pipeline construction commenced, the Tanana Valley Medical Clinic
was granted the contract "to provide medical services under the Team-
sters Unjon pre-paid medical plan, which accounted for about 15% of

II6

the clinic's patient volume. When Teamsters Local 959 considered
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building a hospital in Fairbanks (in 1975) their plans originally in-
cluded a new medical clinic with about 30 doctors to serve Fairbanks
Teamsters. The idea was later rejected and the Tanana Clinic re-

tained their contract.“7

Although the Fairbanks Clinic received the contract from Alyeska in
May 1975 to provide approximately 120 pre-employment physicals per
day (or a total of 19,096 between May 1, 1975 and April 30, 1976)

for pipeline workers, the clinic did not hire additional doctors.
They accommodated the load through doctors working overtime following
shift work. These physicals provided more than $1.2 million each
year of pipeline construction. At the same time, "Fairbanks Clinic
experienced a 30% increase in patient load, exclusive of pipeline

employment physicals ... w8

More patients and big contracts spurred the clinics into expansion

and construction of new quarters.

“In 1976, three floors were added to the Tanana Valley Medical Clinic,
an addition of 40,000 square feet ... The Clinic used only 14% of the
40,000 square feet of new office space for its operations and antici-

pated renting space to professionals who were not physicians."9

"The Fairbanks Clinic also constructed new office space. Due to a
dispute with the owner of the downtown building which previously

housed the clinic, the clinic's lease was terminated on July 15, 1976
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with only 10 months notice. To insure that their new building would

be ready for occupancy before their old lease expired, the doctor-
shareholders of the Fairbanks Clinic built a facility utilizing modules
built in Oregon and shipped to Fairbanks. The new $4 million facility
contained a 40,000 square foot medical clinic, about one third larger

than the former downtown c11n1c.”10

Because founders of the Medical and Dental Arts Building determined
from the outset that their purpose was to concentrate on serving
1o§a1 Fairbanksans, a higher proportion of the community did indeed
visit and utilize the facility. Because the number of patients con-
tinued to grow, construction of a second two-story building adjacent
to the original building was begun in 1976. Expansion of the complex
(by 15,550 square feet) came at a cost of $4.9 million. "Thirty
percent of the building's office space was leased by non-medical

professiona]s."11

"Thus, during the course of pipeline construction, private medical
doctors in Fairbanks financed the construction of about 100,000
square feet of professional office space, of which 60% is used for

medical practice."l2

"By 1976, there were 57 private physicians in Fairbanks representing
12 speciaities. Over a third of the doctors were practicing inde-
pendently of what were formerly the two major clinics. The net re-

sult was a significant change in the power structure of the medical
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community. The traditional style of competition was altered as large
13

contracts, rather than individual patients, became the prize.'
"It appears that the demand for health care grew faster than the popu-
lation of Fairbanks. This may be attributed to growing affluence in
the community which enabled people to seek private health care more
readily, increased employment and employment-related medical insurance
and the availability of a greater number of specialists in Fairbanks
which people could consult rather than leaving the community for that

service.“14

Also, during 1974 the Fairbanks Health Center (a City of Fairbanks and
State public health clinic offered to the public free of charge)
patient load increased by 10,000 visits compared to 1973. Contri-
buting to the rise was that the number of tine tests (required by the
City of Fairbanks for all culinary workers) administered increased
three-fold in 1974 over 1973. About 50% of those receiving tine tests
were on their way to the pipeline and a quarter had lived in Alaska
less than a year. In addition to the increased workload relative

to testing, many children of new families in the area were not suffi-

ciently immunized prior to moving to Alaska.

Venereal disease screening tests increased at a 28% greater number in

the summer of 1974 over 1973 although " ....the number of positive

II]-5

cases identified increased by less than 5%. The stéte laboratory
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load of syphilis serologies performed increased " ....from 4,745
for the 6-month period April through September 1973, to 12,892 for the
same period in 1974 1in direct relatijonship to the number of pipeline

physical examinations performed.“16

"Tests which identify gastro-
intestinal disorders increased by 34% in the first six months of
pipeline construction as compared to the same period in the previous
year. The number of positive enteric tests increased by 102%, per-
haps a reflection of sanitation conditions."17 During the first

six months of pipeline construction 1ﬁ 1974, the laboratory performed
32% more tests on 36% more specimens than for the same period of time
in 1973. "Laboratory supervisor Wayne Miller said the lab's workload
has not fallen off with the end of the pipeline construction phase,
primarily due to a federally funded program aimed at erradication of

w18 Mr. Miller

venereal disease which has received emphasis in Alaska.
attributed the high incidence of venereal disease to "the youthful
population, large percentage of unmérried people, high rate of al-
coholism promoting promiscuity, and a greater number of cases being

reported to state public health authorities."l9

II. HOSPITAL
A. 1968 - 1971

In 1967, the old St. Joseph's Hospital received considerable damage
from the flood. Nevertheless, a bond issue for a new hospital was
subsequently defeated. By 1968 the city had taken over operation of

the hospital and renamed it the Fairbanks Community Hospital. The
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Greater Fairbanks Community Hospital Foundation then sparked a commu-
nity-wide fund raising effort towards construction. of a new hospital.
The moral and dollar support from the public was strong enough that

it contributed to Fairbanks winning the All1-American City title.

During the first part of January 1969, the hospital foundation re-
ceived a $1,774,700 grant from the Economic Development Administra-
tion 1in Washington. Members of the executive committee of the foun-
dation gave assurances that without a doubt, Fairbanks would have a
new modern hospital. By January 21, City Council approved the new
hospital site. Councilman Harry Porter said that, "The new community
supported hospital won't be an overnight occurrence, but will begin
to take shape in the near future and construction planning is pro-

gressing we]]."zo

Initial schematic plans for the hospital were unveiled in February
1969 and final drawings were projected for completion in November
1969. Department of Health approva]{was hoped for by January 1970
with construction to begin in the épring of 1970. Local pledges

in 1969 amounted to $1.9 million. An additional $1. million was
approved by the federal Hill Harris Hospital Fund that same year.

By August, final preliminary design plans for the hospital were com-
pleted and approved and the architect was authorized to proceed with
final construction plans. While final plans on the new hospital were

being designed, the old Fairbanks. Community Hospital was experiencing
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overcrowded conditions with its 64 beds filled. Six patjents were
being treated in the hallways and former sun rooms on the second and

third floors had been converted to rooms.

By February 5, 1970, the HEW approved revised plans for the estimated
$8 million hospital facility. At that time, the building fund was
$800,000 short of $8 million. Acceptance of bids of hospital construc-
tion began in February nevertheless. Local Business and individual
pledges reached $2 million with more than $1 million in the bank from
those pledges. Despite positive efforts in fund raising, members of
the hospital foundation expressed uneasiness with the fact that final
approval for the hospital might be delayed because of the multiple
approvals needed from various agencies (final release of federal funds
comes about through a chain of approvals - it is required that the
city must first give its approval to the state, and then the state

in turn to the federal government.) This could have resulted in a

one year construction delay. However, final approval came in April
1970 and construction work commenced April 25. The construction

firm predicted that comp]etidn of the project would be accomplished

prior to the contract agreement of 665 days.

The Fairbanks Community Hospital, meanwhile, was ready to face the
Joint Commission on Accreditation of Hospitals in February 1971 (60%
of the hospitals in the U.S. meet the commission's standards.) Mea-

sures include inspection of each aspect of hospital departments and
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patient care. The FCH failed to receive accreditation in 1968 be-
cause of fire safety violations. Hospital administrators expected
heavy criticism from the commission on its overcrowded conditions.

The 67 bed hospital normally experienced over 80% occupancy.

By December 1971 the hospital foundation had received 83% of the $2
million community effort; $1.5 million from the State; $1 million
from Hill Harris; and $1.4 million from Indian Health. Hospital

dedication was set for February 13, 1972,

B. 1972 - 1973

When the Fairbanks Memorial Hospital opened in April 1972, the four-
story, 88 bed facility was debt free. The community raised $2.6

million which was matched by $6 million in state and federal funds.

~ During 1973 the occupancy rate was 55.6%. "Eighty percent is con-
sidered desirable for hospitals. This is the financial break even
point, below which costs per patient increase to support the hospital
expenses."21 "Most hospitals find 80% occupancy the maximum limit
for effective functioning, since greater levels of utilization create

problems of patient mix.“22

C. 1974 - 1976

"By 1974, the hospital added 28 orthopedic beds on its third floor.

That year the 116 bed hospital experienced a 67.7% occupanéy rate.
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It was anticipated that the hospital would be able to accomodate
the Fairbanks Community for several years, with expansion being unnec-

essary before 1978.”23

When pipeline construction began, the hospital
averaged less than 2 admissions per day for pipeline related cases and
approximately 5 pipeline related inpatients at any given time. It

was anticipated that most accident victims would be evacuated to
Anchorage, so hospital administrators did not see a need to plan

for pipeline impact.“24

Hospital admissions increased by 35% during 1974. Contributing to
increased patient loads at Fairbanks Memorial Hospital was the in-
flux of military persons formerly treated at Basset Army Hospital.
In 1974, m11jtary physicians dropped in number from 17 to 9. "This

25 The

alone created a 50% increase in obstetric cases in FMH."
hospital's medicare patients more than doubled, due more to the
"wide range of services available rather than to increased eligibility

for medicare.“26

Much more significant to greater demand on hospital services was the
changing factor of utilization. "Because the structure of the medical
profession changed, the population expanded, and the number of medical
specialists increased in Fairbanks, the local hospital was utilized
in a different way. More types of surgery were performed in Fairbanks
instead of being referred to Seattle. In addition, persons injured

while working on the pipeline north of Fairbanks and south of Isabel
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Camp were evacuated.to Fairbanks Memorial Hospital. From May 1,
1975 to April 30, 1976, a total of 1,283 medical emergencies were
sent to Fairbanks hospital from pipeline camps, an average of 3.5

wel Between 1974 and 1975 there was

medical evacuations per day.
a 241% increase in ambulance runs largely attributed to the number
of pipeline or pipeline related workers picked up at Fajrbanks Inter-
national Airport and transported to the hospital. Alyeska contracted
with the city to provide injured pipeline workers transportation from
the airport to the hospital. Ambulance personnel claimed that many

of the persons they transported from the airport were not real emer-

gency cases.

A former hospital director "observed that another factor relative to
greater hospital utilization was greater wealth in the community
which meant more people sought elective surgery and more Native
people chose to use private health care instead of Alaska Native

Hospital Services."28

Because the number of nurses did not grow in proportion to the in-
creasing number of admissions and physicians, nurses were overworked.
The hospital found it difficult to get more nurses because wages

were low in relation to the many other higher paying jobs in the area.
In reaction to this state of affairs, nurses went on strike for 5 days
in 1974. "Although the Alaska Nursing Association was not recognized
as a collective bargaining unit, a pay raise was granted and elective

surgery was restricted to reduce the patient load until more nurses
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could be hired. Because of better pay elsewhere, a high turnover

rate was experienced among less skilled hospital personne].“29

In addition to delaying elective surgery, doctors coped with the in-
creased demand for inpatient health care by moving patients out of
the hospital a Tittle more quickly and by utilizing the extended
care facilities of the local private convalescent home, Careage North
(Alyeska leased 10 of the 103 beds to house pipeline workers needing
medical care) for hospital overflow. As a result, Careage North
experienced a 90% occupancy rate and realized a need for expansion.
However, expansion did not take place because of a leveling off of
occupancy at 80% later on. Immediate demands forced conversion of
two day rooms, a father's waiting room, and doctor's dressing room
into 12 additional patient beds in 1975. The demand, nevertheless,

continued to threaten the supply.

On top of increased need for inpatient services, the hospital's emer-
gency room was deluged with activity. "Prior to the pipeline, the
two clinics in town effectively opposed any emergency room services
provided by the hospital. Hence, the emergency room was not staffed
and patients were required to call their doctors, or a doctor from
the same clinic, to meet them at the hospital emergency room. Each
of the two clinics had a doctor on call for emergencies. Unknowingly,
many newcomers assumed that Fairbanks had the emergency room services

of a general hospital. Both because they did not have family doctors
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in Fairbanks, and because many types of health insurance cover hos-
pital visits, but not office calls, many of the people new to Fair-
banks sought routine medical care from the hospital emergency room.
The emergency room was flooded by persons in need of alcohol detoxi-
fication. About the time that pipeline construction began, the
community eliminated its drunk laws and the local alcoholism program
eliminated its detoxification services. As a result, people who
were seriously enebriated were taken to the hospital emergency room.
The emergency room was also the recipient of more medical emergencies
during the pipeline period, as there were more traffic accidents,

fires, industrial accidents, and psychiatric traumas.”30

Along with the emergency room, an increase in the utilization of
other specific hospital services occurred. "While the intensive care
unit had a greater occupancy rate during the pipeline construction,
it was not greatly overloaded. Hospital director Tom Mingen attri-
buted this to cardiac screening in the pipeline pre;employment phys-
ical examinations, which eliminated many potential cases of heart
failure ... Industrial accidents on the pipeline contributed pri-
marily to orthopedic case loads which are reflected in the increased
utilization of physical therapy services. The rise in radiology and
nuclear medicine procedures may be attributed in part to national
trends relating to improved technology and medical knowledge. Further-
more, during the pipeline construction period, the hospital obtained

new equipment which made available diagnostic procedures including
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ultra-sound, zero radiography, and electroencephalography. Although
there was a sharp increase in the utilization of hospital laboratory
tests in 1974, the number declined to 1973 levels during 1975 and
1976. The explanation for this may be that the clinics provided a

~greater proportion of the laboratory tests than they had previous]y.“31

When hospital occupancy hit 86.0% in 1975, it was clear that expan-
sion planning was appropriate. "At first planning efforts were
delayed because of uncertainty about the health care plans being

developed by the Teamsters.”32

“The growth in union membership and trust funds has made it more
economically feasible for the Teamsters to provide health care ser-
vices directly to the membership rather than contracting the services,
(and so) in 1975 the Teamsters Union considered building a hospital

in Fairbanks.

Directors of the Fairbanks Memorial Hospital were concerned about a
second hospital in the same community. They felt that two hospitals
would drive up the cost of inpatient care, particularly for Fairbanks
Memorial Hospital, which must accept Medicare and Medicaid patients.
Since Teamsters hospital would be a private institution, it would
siphon patients whose bills fully cover expenses and not incur the
financial loss from Medicare and Medicaid patients. In addition, the

Teamsters hospital would reduce the number of patients at the Fairbanks
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Memorial Hospital and possibly cause under-utilization of specialized
facilities. Since there was a definite need for more hospital beds
in Fairbanks, and Fairbanks Memorial Hospital was in the process of
making expansion plans, they invited the Teamsters to participate

in the expansion of the existing hospital. Before accepting the
plan, Teamsters insisted that they have adequate representation on
the Board of Directors of the Fairbanks Memorial Hospital (control-
ling interest). This offended most board members who regarded the
hospital as a community effort which ought not to be controlled by
any special interest. After initial negotiations failed, the Team-
sters continued plans to build their own hospital in Fairbanks. More
than any other event during the pipeline period, this could have
changed the structure of health care delivery and the power structure

of the medical community in Fairbanks.”33

Despite Teamster plans to build a $12 million, 100 bed hospital, the
Fairbanks Memorial Hospital Foundation proceeded with groundbreaking
ceremonies on June 16, 1976 for the $9.7 million hospital (Phase I)
addition to include enlargement of laboratory, x-ray, emergency room,
surgery, and other ancillary departments, such as the business office.
In July 1976 a hospital consulting firm, contracted by the Hospital
Foundation Board, issued a report emphasizing the conclusion that a
second hospital in Fairbanks at that time would be a disservice to
the community and could not be justified un]gss the population base

reached a figure of 200,000. By October 1976, a site was selected
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by the Teamsters for their hospital. However, the Fairbanks North
Star Borough's Planning and Zoning Commission opposed the construc-
tion and the Teamsters subsequently reconsidered their plans

to build a separate facility.

“The Hospital Foundation and the Teamsters instead negotiated a pro-
posed $20 million rehabilitation center adjécent to the hospital.
The proposed rehabilitation center would service various types of
patients including those recovering from surgery, trauma victims,
alcoholics, and those suffering from heart or lung diseases ... the
resultant agreement signed in December 1977, eliminated the possi-
bility of a separate Teamsters hospital and also gave the Hospital
Foundation the option of not using Teamster money if less expensive
sources of financing could be found. The proposed Teamster-financed
rehabilitation center has been termed Phase II of hospital expansion,
to distinguish it from Phase I of hospital expansion for which a

community fund drive was conducted to finance construction."34

"More subtle potential long-term effects of the increased number and
percentage of people in Fairbanks who were eligible for industrial
and union health care insurance was the shift in emphasis from acute
care to preventive medicine, greater access to and utilization of
health care institutions, an expansion of the medical industry in

Fairbanks and, possibly, better health for Fairbanksans.”35
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D. 1977 - 1978

In addition to the Phase I hospital department enlargements, a 29-bed
special care unit is being constructed to include 7 intensive care
units, 7 coronary care units, and 15 intermediate step-down (post-
critical care) units. This will give the hospital a total capacity

of 155 beds.

"By August 1977, the hospital addition fund drive had identified

the following sources for possible future funding for Phase I;

Savings from previous fund drive $1 million
State of Alaska $3 million
Alaska Native Health Service $1 million
Private donations $3 miltion

By January 31, 1978, the private donations totaled $3.1 million.
Approximately 22% of the private donations, or $690,000, came from
pipeline related companies and unions. In addition, Alyeska Pipe-
line Service Company donated an $8,000 remote electrocardiograph to
the hospital. The equipment was purchased originally to give infor-
mation about heart patients from distant pipeline construction sites.
The equipment was not used extensively since electrical interference
resulted in poor readings; however, the hospital may use it in ambu-

lances in the future.

In considering the future, hospital administrator Tom Mingen believes
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that Phase I construction will result in an 80% occupancy rate for
the hospital. While he believes that the addition should be suffi-
cient for the next several years, he thinks that construction of

the gas pipeline might once again put the hospital in a crowded situ-

ati_on."36

CONCLUSION

"Unexpected impacts of pipeline construction on the health care in-
dustry illustrated the importance of structural analysis in predicting
impacts. By postulating a direct relationship between population

size and the need for hospital beds and health care professionals,

the health care industry in Fairbanks was deemed adequate and no im-
pacts were anticipated ... however, changes in the structure of the
health care delivery system and other aspects of the community caused
the hospital and long-term care facility to be inadequate and changed

the demands for health care manpower.“37

III. MENTAL HEALTH AND ALCOHOLISM

Introduction

A high incidence of poor mental health and alcoholism existed in the
Fairbanks community prior to the pipeline project. These character-
istics are not the direct result of the harsh physical and social
environment as is traditionally held. Those working in the mental
health field see the North country as functioning differently in
relation to its influence on mental health. The arctic region (and

subarctic), viewed as the last frontier by many, attracts people
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who feel that maybe they can make a success of themselves or start a
new Tife in this remote area with its romanticized pjoneer quality
of 1ife. This escape from a former life brings the desired result
for some, "but others find they cannot escape from their problems by
moving to another Tocation. Alcoholism may be a manifestation of

this need to escape."38

Isolation from the support traditionally provided by the extended
family contributes to emotional stress for many civilian immigrants
as well as persons in the mi]itary who are often subject to an unu-

sual degree of stress typical of their situation.

Because of the built-in need to cope with 1living conditions in Fair-
banks under normal circumstances, Fairbanks residents were able to
cope relatively well with changes in the community as a result of pipe-

line impact.

People benefited from knowing that the impact would be temporary. The
period of fast-paced construction had a well-defined time frame of

3-4 years. Even.before construction, Fairbanks residents were used to
coping with a transient population. The town was also historically
familiar with the boom and bust phenomenon. "Thus, many changes in
the community from pipeline construction were changes of degree ra-
ther than kind of problem. The major kinds of new problems facing

Fairbanksans were changes in roles and va]ues.”39
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A. 1973 - 1976 (Mental Health Services)

Associated with the Fairbanks and Tanana Clinics in 1973 was one

psychologist and one psychiatrist in private practice.

"Fairbanks Crisis Line is an anonymous telephone crisis intervention,
information, and referral service. Crisis calls increased from 29%
of all calls in the spring of 1973 to 49% of all calls in the spring
of 1975, More than five times as many people called Crisis Line in
suicide-related contacts in the spring of 1975 than during the same
period of 1973. During the year from May 1974 -to April 1975, 396

of the more than 6,000 calls received by Crisis Line were related to
problems directly caused by pipeline impact, such as housing, or
spouses or parents absent due td pipeline employment. While the
changing use of Fairbanks Crisis Line might have reflected changing
mental health needs in Fairbanks, the increased number of calls might
also have been related to the increased awareness and acceptance of
this mental health facility. The declining percentage of calls from
people who were lonely and wanted to talk with somebody may have
resulted from people being busier and having less time to be Tonely.
The director of another counse]ing.center observed that people had
less time to focus on themselves and dwell on their own problems.

~ At the same time, he noted, people had less time to spend with each

other to 'negotiate' re]ationships."40

By 1975 hospital psychiatric admissions reached a peak that corres-

ponded to the height of pipeline activity. Disorders most represen-
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tative of the upsurge were psychosis, neurosis and personality dis-
orders. These three types of mental disturbances increased by 75%
from 1974 - 1975. "The growth in this type of psychiatric admission
to Fairbanks Memorial Hospital may be attributed not only to increased
stress in the community but also to increased private mental health
practitioners which enabled people to stay in Fairbanks for treatment

rather than leaving the commum‘ty."41

By 1976 the number of péycho]ogists and psychiatrists increased to two
each. On June 28, 1976, Fairbanks Memorial Hospital opened a six-room
psychiatric unit, the first private psychiatric facility in the state.

Those disorders mentioned ébove showed a 6% decline in 1976.

The Fairbanks Mental Health Clinic staff (composed of persons trained
in psychiatry, psychology and social work) remained the same during
the peak of pipeline activity, although the caseload jumped by 40

to 50%. "Mental Health Clinic Director Jack McCombs attributes the
increased caseload primarily to court-ordered evaluations. Patterns
in mental health problems at the Fairbanks Mental Health Clinic did
not change during pipeline construction -- the problems remained
substantially the same, with more of everything. McCombs attributes
the consistent patterns of utilization of the clinic to the growth
of the private sector. According to McCombs, pipeline workers and
their families would be unlikely to use the state supported Mental

42

Health Clinic." The rise in the number of cases might also be

attributable to stress related to changes in the community due to the
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pipeline; indiyiduals encountering changing values in themselves,

or confronting different decisions than they had made before. "As a
result of greater employment opportunities for women and teenagers,

as well as new jobs and career advancement for men, people established
new roles and new identities in the community and in their families.
At the same time, people were forced to consider conflicting values
between jobs and families, affluence and change in lifestyle. The

new roles and value conflicts may have contributed to stress within
individuals and families. These types of stress may be reflected by
greater utilization of counseling services, more marital problems and

divorces and increases in runaways and juvenile crime."43

Nevertheless, there was a balance that occurred between stress and
satisfaction. "One hypothesis that explains the relative neutrality
of mental health indicators despite rapid community change during
pipeline construction is that at the same time Fairbanksans experi-
enced personal satisfaction as a result of better jobs and/or higher

. 4
incomes." 4

“This affluence and personal optimism may be reflected
by lower rates of public assistance, more marriages, more births,
and relatively fewer deaths due to violence in relation to population

increases.“45

“Although most people were able to cope with the higher cost of

living and physical changes in the community, there were some who

were 'pushed over the brink' by those changes. Most of these were
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people who had chronic problems of emotional instability. The
intensification of their problems as a result of stress in the
community may be reflected by increased number of suicide calls to
Crisis Line, more severe and complex problems relating to child

welfare, and the general relief caseload increase." %0

B. 1977 - 1978 (Mental Health Services)

With 1978 came the addition of two private psychiatry clinics. "Growfh
of the private mental health services may be attributed directly to
increased health insurance coverage: both more Fairbanksans were
covered by job-related health insurance and more health insurance
policies provided coverage for mental health. More than any other
factor, the change in demand for private mental health services was
precipitated by the Teamsters Union pre-paid medical program which
provided 100% coverage until January 1978 and was then reduced to

50%."47

A. 1978 - 1971 (Alcoholism)

Alcohol abuse is a major mental health problem in Fairbanks. However,
because record keeping of alcohol treatment agencies was not complete
or did not exist at all it is difficult to quantitatively assess
changes in alcohol abuse. Other barriers to accurate measurement are
that medical insurance usually does not cover alcohol-related pro-
blems so that intoxification was rarely recorded in ambulance logs

or hospital admission records; and data on public drunkenness during
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the pipeline period was not available from the police because of

the decriminalization Taw that went into effect at that time.

Mayor H. A. Boucher announced on February 22, 1969 that, "Fairbanks
has a drunkenness rate five times that of other cities its size,”
and went on to comment that a public treatment center was possibly

the only solution to this major local problem.

~In a report prepared by the city police it was shown that public
intoxification has long been a frustrating problem in the city of
Fairbanks. Acute and chronic alcoholic intoxification was singled
out as the largest problem related to mental health by community
planning groups in Alaska. It is noteworthy that the Mental Health
Act of Alaska specifiéa]]y excludes acute alcoholism from the

responsibility of the State Division of Mental Hea]th.48

In March 1971 the Fairbanks detoxification center was removed from
the proposed state budget. Nevertheless, by December 1971 the Fair-
banks city council launched a program to combat alcoholism. The
plans included three facilities able to treat up to 150 alcoholics at
one time; operation of a detoxification center with a 70 bed capacity;
and a program to provide supportive living for about 30 persons and

a rehabilitative Halfway House for 25. The plan was subject to

approval by the Alaska State Advisory Committee on a1coho]ism.49

Prosecution of drunks was halted December 6, 1971 on a 60 day trial
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program albeit drunks would be taken into custody for their own

protection.

In the years prior to the pipeline (1971 - 1973) liquor distribution

did not increase and consumption of wine and beer increased only 20%.

The increase in beer consumption between 1971 and 1972 may have been
due to Towering of the drinking age and/or the influx of young

people seeking summer employment in Fairbanks.s1

B. 1972 - 1973 (Alcoholism)

In May 1972 the alcoholism program initiated by the city was con-
tracted out to a church group (Community Service and Property Corp.
of Fairbanks - COMPAS). Predictions were for the alcohol detoxifi-
cation center and rehabilitation programs to begin functioning by
July 1972. However, by the end of July the detoxification center
was not functioning due to difficulties in transforming facilities
to meet fire marshall specifications. Operation was expected within
a few weeks at which time hopes were for 15 beds in the detoxifica-
tion ward. Sixty to 70 people were being treated in the rehabilita-
tion program. The city jail was providing initial detoxification

services in the interim.
Also in July, George Spartz was named permanent director of the

Fairbanks comprehensive alcoholism treatment program by COMPAS. The

former acting director, Father William Warren resigned in order to
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return to his parish. Until Spartz could assume his duties in Sep-
tember or October of 1972, Dean R. Hickox would function as acting

director.52

Effective October 9, 1972, public drunkenness was no longer treated
as an offense in Fairbanks, but as a disease. The announcement

was made in September of 1972 and at that time there was no delega-
tion of responsibility for transporting drunks to the still not

open detoxification center. COMPAS indicated that it did not have
funding for transportation and thought that the police should do

the transporting. Police Chief Sundberg questioned COMPAS officials
whether, as the October 9 deadline neared, they really wanted to

handle the drunks after all.

Also in September of 1972, a former counselor in the comprehensive
alcoholism treatment program claimed that the program suffered from
mismanagement by the COMPAS group, and called for formation of a
“fact finding committee to visit, investigate and ascertain all of
the facts and make a determination as to the feasibility of contin--
uing this farce under its present stewardship."53 Charges were
refuted by acting director Hickox and he defended counseling methods

used. Hickox announced at the same time the opening of the detoxifi-

cation center.

On October 6, 1972, the city of Fairbanks terminated its contract with
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the COMPAS group due to breach of contract in the form of misuse of
funds. The city took over full operation of the alcoholic treat-
ment program. In late October the Governor's Advisory Board on
Alcoholism recommended the city of Fairbanks resubmit its applica-
tion for the comprehensive alcoholism treatment program before Janu-
ary 1, 1973. The Board Chairman explained that because the Fair-
banks application contained inconsistencies that resulted in mis-
understanding, and because of the recent furor and publicity con-
cerning the COMPAS group, the State Alcoholism Office had requested
the Board cut funds for the Fairbanks program. Before that action
would be carried out, however, the Board wanted more details and back-

up information about the Fairbanks alcoholism program.S4

The alcoholism program faced yet another threat to its existence
when an amendment to the federal revenue sharing bill going through
congress during that time (Fall 1972) was designed to limit funds
to state social services effective October 22, 1972. This meant
that the city of Fairbanks would lose a substantial portion of its
$873,800 contracted for the alcoholism treatment program. Hopes
were that if federal funds were cut when congress adjourned, the
state would still continue its contract with the city of Fairbanks

for the comprehensive alcoholism program.

C. 1974 - 1976 (Alcoholism)

Indicators for increased alcohol use during the pipeline period in-
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cluded: an increase in the amount of hard liquor distributed be-
tween 1974 and 1976 by 99% as well as a 51% increase in white wine
and an 88% increase in beer distributed. "This may be attributed
to greater affluence, an influx of newcomers with different tastes
and consumption patterns or the fact that it was easier to smuggle
liquor than beer into pipeline construction camps which prohibited

alcoholic beverages initially.">?

"Other indicators of increased demand for alcohol was the rise in
the number of bars and restaurants (by 66% between 1973 and 1976)
and increased revenues from these establishments (by 400% between

1973 and 1975)."%°

"Because there appears to be a direct relationship between alcohol
abuse and criminal activities, the rise in crime may be an indicator

of a rise in alcohol abuse during the pipeline period."

Another possible indicator of increased alcohol abuse in Fairbanks
during pipeline construction was an increased demand for emergency
and rehabilitative services for alcoholics. One explanation for

this increased demand is that Taws against being drunk were abolished.
Those who might have been arrested for public drunkenness previously
were taken to the hospital or other health related facilities during
the pipeline construction period. However, the increased demand for
alcoholism services may also have been related to improvements in

the local comprehensive alcoholism program and the establishment
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of a pipeline industrial alcoholism program...the object of which is
to provide a method of early identification of workers with alcohol

problems and give them a non-threatening way to seek assistance.“57

In 1974, the State of Alaska Office on Alcoholism received a $600,000
federal grant, $200,000 of which went to the Alaska Management and
Employee Affairs, Inc. (ALMEA), a non-profit agency designated as
administrators of the Alyeska industrial alcoholism program. $57,200
went to the city of Fairbanks. The Fairbanks city council on alcohol-
ism was upset by the larger appropriation given indirectly to Alyeska
(through ALMEA). Alyeska Pipeline Service Company refused to fund
ALMEA directly for the industrial alcoholism program and company
officials defended their position by pointing out that they paid

not only tax dollars, but provided alcoholism coverage to their

employees within a medical insurance program.

In July 1975 ALMEA opened an office in Fairbanks. "The activity
reports of ALMEA indicate that instead of providing direct services
to pipeline employees with drinking problems, ALMEA referred these
persons to other agencies and programs. Thus, it appears that the
effect of ALMEA was to increase demands on other local alcoholism

programs.“58

Following the failure of other agencies contracted by the city, the
Fairbanks Native Association (FNA) was engaged by the city to pro-

vide a comprehensive alcoholism program (CAP).
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However, the FNA was plagued by four changes in administrators during
1974 and another change in 1976; and thus were plagued by financial

concerns.

In 1974 the State Office on Alcoholism cut back its funding for the
CAP 1in Fairbanks. FNA reacted to thé cut by closing the detoxifi-
cation center and emergency shelter in June. During the first six
months of 1975, FNA contracted with Careage North (@ $105/day/person)
for a five-bed detoxification unit. When the contract expired, the
detoxification center operations were not resumed until 1977. Cost
effective treatment of detoxification was the major obstacle to pro-
gram continuation. "Hospital administrator Tom Mingen estimated that
5 - 10 persons were treated for alcoholism at the hospital each day.
To keep ten patients per day in the hospital for a whole year cost
$774,347, which was more than the total FNA/CAP budget. Instead of
a detoxification unit from mid-1975 to 1977, FNA opened a drop in

center and a halfway house.

Criticisms of the program effectiveness and the quality of personnel
in FNA/CAP reached a crescendo in October 1975. A concerned citizens
group was formed as a result. However, together with subsequent
improvements made in the CAP program and FNA staff, and with the
close involvement of the concerned citizens group, comprehensive treat-
ment and emergency programs had come to fruition by 1976 with added

financial help from city, state and federal sources.
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"In November 1977, the drop in center was closed and the detoxification
center was opened in its place, in a store front on First Avenue.
The detoxification center was operated by FNA at a $55 - $65/day/person

rate. The emergency service patrol was then discontinued."59

"Because of wide-ranging program changes, (in order to provide continu-
ing quality and effective treatment services) it is difficult to
isolate how our programs may have been impacted by the pipeline,"

according to FNA/CAP program director JoAnn Ga1.60

In December 1977, the Teamsters Union and the Fairbanks Memorial
Hospital Foundation negotiated and subsequently signed an agreement
on Phase II of hospital éxpansion in the form of a $20 million re-
habilitation center adjacent to the hospital. The center would

service alcoholics among other types of patients.
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Retail Trade in Fairbanks 1968-1978:
A Profile of Changes During the Pipeline Impact Period

Prior to 1960, virtually all of the retail trade and business activity

of Fairbanks was centered in the core area of downtown which is bounded by
| Wickersham Street to the west, Noble Street to the east and the Chena River
to the north. The Northern Commercial Company, which occupied the Targest
single land area in downtown had long been the area's major retailer. The
core area business district was divided into an irregular patchwork of tiny
lots and characterized by small, often de]apidatéd buildings. Most busi-
nesses were small operations, locally owned and operated, without affi-
liation with national chains. Since land in this area was owned by
numerous parties rather than a few large interests, any large scale
developments would require a coordinated effort. An additional impedi-
ment to development in the core was financing. Neither local businesses
nor local financial institutions had the capital required to finance large
scale developments. The state as a whole was "capital poor," and heavily
dependent upon Seattle for such resource. However, what Timited funds

were available, typically went to Anchorage which had a larger population

and more diversified economy.

In 1961, the first major retail establishment, Foodland Shopping Circle,
was built outside the core area. It was located near the intersection

of Cushman and Airport Way -- about seven blocks from the edge of the

core area. The center, which contained a large modern supermarket variety
store and several small shops, was built by an Anchorage entrepeneur.
During the early 1960's a second food store was built outside the core this
time north of the Chena River at the corner of the Steese Highway and Third
Street in Graehl. A third grocery store was built on Airport Way near

Cowles Street.
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The first major breakthrough for the downtown business district occurred in
the mid-1960's as part of an urban renewal project. The effort was financed
by the government and was able to overcome the problem of multiple land -
ownership by instituting condemnation proceedings. Three major retail es-
tablishments in the core area emerged as a result of this project -- the

J. C. Penneys, Woolworths, and Safeway.

A major flood occurred in Fairbanks in 1967 and the downtown area was one
of the most heavily damaged:
"To help Fairbanks rebuild after the flood of 1967, emergency
legislation was passed to make disaster funds available for
urban renewal. However, significant delays occurred in deter-
mining eligibility. The Alaska State Housing Authority chose
the East Side for urban renewal after receiving a reply from

the Federal Housing and Urban Development that only small-scale
'neighborhood development' projects would be federally funded."

1

Thus, rebuilding and repair after the flood concentrated on smail-scale
projects and was not a catalyst for a major downtown redevelopment. Despite
the suburbanization which had occurred in residentia] development during the
1960's, the core area remained the dominant retail and center for the com-

munity.

Another factor which would later facilitate construction of retail centers
outside the core area was that there were sizeable parcels of land within
a mile of downtown that were unzoned and hence, areas of "unrestricted

use." During 1969 a Fairbanks Daily News-Miner editorial observed that

"until recently the Borough has done very little in the way of zoning since
1964. It will be required to do much more as the area grows, and the oil
activity on the North Slope brings in more popu]ation.2 However, zoning

was unpopular and the Borough had difficulty introducing more restricted
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zoning. Additionally, through political pressure property could be re-zoned

to less restrictive uses to allow for particular developments.

Following the discovery of o0il on the North Slope in 1968, Fairbanks ex-
perienced an in-migration of job seekers and their families. As Fairbanks
set out to woo the oil industry, the Tocal Chamber of Commerce assumed the
leadership position in attaining this end. Qdotes from Mim Dixon's (1978)
study of Fairbanks summarize many of the attributes and attitudes of this
economic sector during the early pipeline period: -

The 0i1 industry did consult with Fairbanks business leaders to
determine what resources the community wanted to provide and what
.resources should be provided 'in house' by the oil companies. The
Chamber of Commerce was eager for the community to acquire additional
businesses and discouraged the oil companies from accepting more
responsibility in_such areas as housing, office space and procure-
ment of supplies.

Most local businesses have been family organizations established
in Fairbanks over a perijod of years. Many of the business people and
community leaders were born and raised in Fairbanks, and their ex-
pectations have been shaped by their experiences in the community.
While Fairbanks presents opportunities which might attract enter-
prising young people, it is so far from major business and communi-
cation centers that it does not attract sophisticated business persons
who are competent at making risk-taking decisions. Furthermore, most
Fairbanks business persons were fairly unknowledgeable and unsophis-
ticated about the world of finance outside their community. This
meant that they had Timited access to financial resources. Unlike
the large national businesses which moved into Fairbanks relatively
recently, local enterprises could not afford to sustain losses over
Tong periods or to wait patiently for decisions outside of their
control. For example, if Sears, Roebuck Co. builds an initially un-
profitable store in Fairbanks, it could absorb the losses in its
Targe operation. But if a Tocal clothier decided to build a new
store which fails to return a profit Xor a few years, he could find
himself bankrupt and out of business.

Business experiences increased sales and there was a sharp upturn in econo-
mic activity. Initially, some of the oil companies housed their families
in Fairbanks. It was soon proposed that a pipeline be built to carry the

0il from Pruhdoe Bay, through Fairbanks south to the port city of Valdez.
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In fall 1969, National Bank of Alaska, the State's largest financial insti-
tution, opened a branch in Fairbanks. The branch greatly increased lending
| opportunities for Fairbanks residents. For example, NBA was the first to
offer FHA and VA financing for home construction. It also financed a new

modern subdivision near the University.

In 1970, the grocery store in Graehl expanded to become the Gavora Mall
shopping center with a large supermarket, Pay 'n Save store, and out ten
small shops. Businesses built up inventories and geared up their opera-
tions in anticipation of the pipeline. A number made substantial invest-

ments in anticipation of the economic bonanza ahead.

The promise of prosperity, however, proved to be short-lived. The pipeline
project was delayed and Fairbanks experience a sever economic decline. In
May 1972, the Borough Pla-ning Department released an "Economic Base Study
and City Center Development Opportunities" report prepared by a San Fran-
cisco consulting firm. The report was part of a larger program designed
to prepare a master plan for the redevelopment and revitalization of the
core area of Fairbanks. The report noted:
“Although it is quite obvious that many individuals and businesses
in the Fairbanks area are experiencing real and unfortunate economic
difficulties, the Borough as a whole is fortunate in one instance in
that a breathing spell is provided for in planning the future of the
community. This can allow the local citizenry to be prepared when
the full impact of the pipeline construction, road construction,
refinerg development, and other related economic activities take
place."
The report acknowledged that the current economic conditions did not warrant
additional retail facilities. However, it warned:

"When the economy turns around and growth continues, there will be
an increasing requirement for retail and commercial facilities.

B-75



Whether or not such facilities go to the city center area, or
whether they go to the suburban area, which would result in a
diminishing of the core area's economic strenggh, is a question
that can be decided by the city at this time."

" The report termed the downtown core area "quite healthy" in terms of its
domination of the market, since there were no major suburban shopping
centers with a variety of small specialty stores. The report concluded:

"There is a strong possibility that with concentrated public action,
citizen involvement, and investor interest the city center area
cannot only maintain its existing strength, but can be expanded

and revitalized_to accommodate the growth that is expected to occur
in the future."’

Although the report predicted that the long-run growth potential for
Fairbanks was good, it was pointed out that expansion of the retail sector
should be done carefully:

"It is especially important that strong policies be established
on the part of the community to ensure that, during periods of
boom, excessive development of non-residential functions of the
type suitable for the downtown area are not allowed to take

place on a random, fragmented basis in suburban locations. While
such activities can be justified in a rapidly growing metropolitan
area on the assumption that any overbuilding is quickly absorbed
by accelerated growth, the Fairbanks economy is such that major
over-expansion during growth periods can result in long term
over-capacity during recessions that can have a depressing effect
on the total retail, office, and commergial structure of the
economy wherein no one truly benefits."9(viii)

In 1972, it was anticipated that pipeline employment would add approximately
11,400 to the workforce at the peak of construction. However, the report
predicted that a vast reduction in employment and indirect service would
occur after completion:

"There is a grave concern, however, in the retail trade industry

in that a slump in sale will occur after the major impetus of

pipeline construction has been completed. There is an all too

clear danger of overbuilding and over-expansion at the initial

phases only to seg a sever cutback in sales after completion

of the pipeline."”

"There is an extreme danger of a major recession in the Fair-
banks area in the event of gross over-expansion of housing,
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retail facilities, and other services. Typically, there is a

lag time in the relationship between direct and indirect em-

ployment. When a basic industry enters a major period of ex-

pansion, indirect employment such as services, retail trade,

finance and insurance, etc, can take several years to catch

up in terms of employment. Conversely, when the basic in-

dustry enters a sharp reduction of employment, there is this

corresponding lag time in reduction of employment in the

service or indirect industries. This was clearly observed

in Seattle, for example, when Boeing Company initiated massive

layoffs that were not duglicated in the retail industry until

about two years later."l
The City Center Development plan identified the multiplicity of land owner-
ship, obsolete structures, parking problems, and congested traffic access
as problems to be addressed. It recommended that the older Second and
Third Avenue shops be linked to the larger stores in the urban renewal
area via heated walkways. The plan included the approximate locations of
retajl stores, offices, multi-family high and low density dwellings, parking
garages, and a civic and government center for state, federal, and perhaps

local offices.

In the Spring of 1972, the urban.renewal issue of whether to accept state
and federal funds to undertake an East side neighborhood development project
was voted down by the Borough, but approved by the City Council. When the
Borough reconsidered and later approved the project, East side residents
organized a protest headed by Hafo]d Gilliam, who was running for mayor. He
vehemently opposed the project as being ill-advised, mishandled and tramp-
1ing on the rights and security of pioneer citizens. The Alaska State
Housing Authority said they chose the East side site for urban renewal to
"halt deterioration of a convenient close-in area." Gilliam questioned

the validity of the city center concept stating that: "I'm not against
development, but, I'm not for growth when it's at the expense of many

people and for the benefit of the few."11 voters rejected this neighbor-
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hood development program in the referendum of October, 1972 and elected

Gilliam mayor.

Although the city center plan had been defeated, the Borough continued to
use it as aprt. of the comprehensive development plan. However, in 1973

the Borough's Pollution Control Commission voiced oppositidn to the plan
citingAerther consideration of pollution problems in downtown Fairbanks.
Later that year, the Borough Planning and Zoning Commission and the Borough
Pollution Control Commission tentatively approved a draft, recommending to
the city a plan of action for implementing the city center plan, designed
to decrease air pollution in Fairbanks. The plan included: 1) closing
streets in the core conforming to the intent of the final phase of the

city center plan, 2) closing the remaining streets in the central business
district on on-street parking, 3) providing headbolt heater outlets in
public and private parking lots in the business district, and 4) instituting

a transit system.

Pollution had reached such a dangerous level by June 1973 that the Environ-
mental Protection Agency EPA) of the federal government intervened in
Fairbanks and issued pollution control proposals intended for implementa-
tion by 1975. City officials and residents reacted with astonishment at
the sweep and turgidity of the requlations and called for more time to

work out present pollution problems. At a public hearing with the EPA a
local banker pointed out that the core area, which would be hardest hit by
restrictions against downtown traffic, pays sixty percent of the city and
borough tax bill. The banker continued, "We're being saddled with a double

standard and we are not being given time to work it out." A local busi-
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nessman commented that if the EPA plan was implemented in its present form,

"your operation might be a success but you're going to kill the patient
(the city).” By July, the EPA had endorsed a less severe program. The

| EPA further eased up on its regulations for the city in November due in

large part to the opposition voiced at the public hearings.

In July, 1973 the U.S. Senate passed the pipeline right-of-way biil and
Fairbanks officials anticipated "an entire change in the attitude of the
people. At the present time they're despondent, they're discouraged by
the delay." Businessmen were optimistic concerning the Senate's passage
of the bill. "Prices," Mayor Carlson commented, "depend on the supplies
and the approach taken by the merchants. There is always the incentive
to increase the prices. But merchants can control this by getting addi-
tional supplies rather than raising prices on the stock they have. The
impact should be that the people who have been holding back on construc-
tion and investing will have the necessary encouragement to go ahead with

their p]ans.”12

ETlerbe Engineering and Architectural Company began a feasibility study

for a proposed multi-million dollar shopping mall for downtown Fairbanks to
include two major stores, a parking garage and possibly a hotel on the city
block then occupied by Northern Commercial Co. Building projects under
construction at the end of 1973 included the Polaris Building expansion,

a new Pizza Hut, a commercial printing addition to the Daily News-Miner
building and work on the Chena View Hotel. A six thousand square feet

showroom opened at Jim Thompson Ford.
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1974-76

When pipeline construction began in April 1974 it created an immediate and
‘unprecedented surge in Fairbanks economic activity. It was estimated that
the project provided a direct input of about $400,000 per day into the
fairbanks economy. Busfnesses in Fairbanks accustomed to operating on a
relatively smé]] scale found themselves struggling to keep up with the
demand for goods and services. In many cases their inventories were
depleted thus creating shortages in some commodities. The situation was
exacerbated when shipments to businesses were delayed due to the heavy

transportation requirements of the project itself.

Most businesses experienced critical turnovers in personnel, particularly
in low-paying positions as their workers became part of the pipeline
workforce which offered the potential for monthly incomes often three
times higher than they could make in town. The downtown area was
crowded, there were lines and long waits for customers at banks, retail

stores and the post office.

Another serious problem businesses encountered was poor phone service.

In November 1975 Municipal Utilities System announced that no new telephones
were available and that a backlog of eight hundred telephone orders had
piled up. The downtown area that was hardest hit. "It's hard," telephone
spokeswomen Virginia McCotter said, "because so many times I hear (from
businesses) 'we're losing money' because they don't have a telephone."

It was suggested to these businesses that they sign up with an answering
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service, mobile telephone or ask a neighbor to take messages. In denying

any further phone orders, no exceptions were made for businesses.

In 1976, almost simultaneously, plans were announced for building three

| major Shopping Centers. The largest of these was the Bentley Mall

which was constructed on part of a 600 acre tract which previously housed
a junkyard. The City and Borough were powerless to force the development
to occur downtown rather than north of the City because the land was
zoned "unrestricted use". Merchants in the downtown area were approached
by the malls to become tenants. The increased crime in the downtown area
was a major factor which influenced some businesses to move to the malls.
A number of the businesses opted to retain their downtown locations and

open branches in the malls.

In addition to the trend toward malls outside the core area an increasing
number of national chains entered the Fairbanks market. 1In 1974 the
Northern Commercial Company was purchased by Nordstrom, Inc. a large
Seattle-based retailer which invested a large amount of money to refurbish
and expand the Fairbanks store. Other chains to open new outlets in
Fairbanks included Pay 'N Save, Pay 'N Pak, Quik Stop, Team Electronics,
Clown Town, Pier 1, Lamonts, Zales, Burger King, Pizza Hut and Shakeys.

A Fairbanks Daily News-Miner Editorial in 1976 commented that:

i H]
°

. it is no coincidence that so many Fairbanks businesses
have changed hands in the past two or three years, many of them
going to large national firms. The former owners - in many
cases a family operation - found it both profitable and a
relief to get out from under the massive growth of business

in Fairbanks. For many, it was a way to continue the former
Tifestyle which prompted the decision to sell out."13

B-81



Mim Dixon provided a description of the results of the unprecended up-

turn on the Tocal economy:
Prosperity was probably most apparent as Fairbanksans did their
Christmas shopping in 1975. Three days before Christmas, one of
the two local department stores reported that it was selling 4
to 5 microwave ovens each hour. It had the best Christmas season
in its lengthy history as one of the oldest stores in Fairbanks.

The largest drug and hardware store in Fairbanks also reported
the busiest season in its history.14

Amidst the prosperity come some condemnation. In a memorable farewell
address, Borough Planning Director, Don Gilmer who had been unsuccessful
in gaining support for the city center redevelopment plan said:
"T am concerned about the greed that this community is showing and
that greed is probably worst in people who have been here the
Tongest. There are prices being charged here now that have no
reason to be charged except for the lack of competition."15
He used as example the attempt of the business community to block the

entrance of more competitive businesses into the community.

Between 1974 and 1976 the number of persons employed in retail trade rose

from 2679 to 3779, an increase of 41 percent.

1977-178

The Bentley Mall opened in April 1977, University Center opened in May and
Shoppers Forum opened in June. Combined they contained three grocery
stores, three large retail outlets and about 50 small specialty stores.
Excluding the grocery stores they contained more than 300,000 square feet
of new retail space. The city center plan had projected that between 1972
and 1980 only 200,000 new feet of retail space would be needed in the

entire community.
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The pipeline project was completed and oil flowed in June 1977. There was
not an immediate decline in retail expenditure. In fact the economy
was termed "surpriseingly good" for 1977 which proved to be a record year

for new housing construction.

In a 1978 study Dr. John Kruse noted:
"...consumer expenditures have not declined a great deal on a per
capita basis (between 1976 and 1978) and should remain at or near
their current Tevels unless households are basing their purchase
plans on anticipated income which does not materialize. The fate
of Fairbanks businesses, however, will only in part depend on per
capita spending. Some sectors of our economy may have over-expanded
to meet peak population demands. Further, net Tosses in population
are not unlikely and this will put added pressure on some businesses.
In addition, the loss of Alyeska local expenditures cannot be
ignored. Providing businesses are not tied into high fixed costs

and can gear down operations, there does appear toc be a sound, but
much smalier, economic base in Fairbanks."16

By late 1978 the economy of Fairbanks was clearly in a stump. Un-
employment was at an all time high and the opoulation had declined. A

number of businesses both downtown and in the mall had closed.

Additionally it was widely reported that many businesses, particularly
those in the malls were barely able to cover the overhead on their

operations.
Despite this downturn, Fred Meyer began construction of a huge retail

store across from the Bentley Mall which is scheduled to open in mid 1979.

Two new chain restaurants also began constructing outlets.
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In June 1978 Northwest Alaskan Pipeline Company announced that it would
locate its headquarters in Fairbanks. However, the gas pipeline project
was not expected to(have a significant effect on the local economy until
~about 1980 or 1981. 1In addition there was uncertainty surrounding the

project due to the potential for delays and changing market conditions.

As a result of the oil pipeline outside business interests dramatically
expanded their activities in the area, so much so in fact that the supply
of retail space and services far exceeded the demand in the past pipeline

economy.
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Electrical Power in Fairbanks 1968-1978:

A Profile Based on Documentary Sources

ELECTRIC POWER

Introduction

The Fairbanks North Star Borough is served by two electrical utility com-
panies: Fairbanks Municipal Utilities System (MUS) which supplies electric-
dty to the area within the 1963 boundaries of the city of Fairbanks, and
Golden Valley Electric Association (GVEA) which provides electricity to the

remainder of the borough.]

During the pipeline period, MUS was controlled by a Public Utilities Board
(PUB), but rate increases, the budget and major contracts had also to be
approved by the Fairbanks City Council. GVEA is a consumer-owned cooperative
run by a seven-member board of directors who are elected from the districts
in which they reside. The MUS electrical utility was established in 1949
when the city purchased the utility from Northern Commercial Company. The
MUS generating facilities, located on the Chena River near downtown Fairbanks,
use a combination of coal-fired steam turbines, gas turbines and diesel en-
gines. GVEA was incorporated in 1946 to electrify the rural areas sur-
rounding Fairbanks. Regulated by the Alaska Public Utilities Commission
(APUC), GVEA receives loan funds from the Rural Electrification Administra-
tion (REA) and the National Rural Utilities Cooperative Finance Corporation.

GVEAS generating facilities include a coal-fired generating plant in Healy
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and diesel and gas turbine generators in Fairbanks, Delta and North Po]e.2

In August of 1968, the Fairbanks Chamber of Commerce recommended swift action
by the community to upgrade utilities in order to attract and take advantage
of North Slope o0il development. The Chamber of Commerce formed an 011

Impact Committee to develop a Comprehensive Master Plan for the development
of Fairbanks. As drilling activity on the North Slope continued}fhroughout
1968 and into 1969, there was great excitement in Fairbanks about the pro-
spective development. During 1968 there was a gradual increase in population
associated with the o0il support and drilling activities. Fairbanks utilities
were considered to be inadequate to meet the increased demand associated with

the prospect of oil development.

1. Golden Valley Electric Association

1968-1973

In September 1968, GVEA requested a management study to be made by REA
because it was experiencing operating deficits. Some of the results of the
study were criticisms of too many personnel on the payroll, the continuing
loss of profit on the appliance store and recommendations to conduct a com-
plete rate study for the cooperative. Operating deficits were experienced
in 1967 and 1968. The 1967 deficit was attributed to flood losses and
failure of the newly installed Healy power plant, forcing GVEA to use the
more expensive power plant in Fairbanks. Power plant failures were respon-

sible for increased costs. In 1968, GVEA customers purchased five times
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as much energy as they had in 1959, while the average price of a kilowatt-
hour dropped from 6.43 cents in 1959 to 3.96 cents in 1968. In January 1969,
the GVEA board of directors, in response to the 1968 REA study findings,
fired the utility manager for mismanagement. They then began to study

alternative sources of energy for the utility.

One of the alternatives considered by GVEA management was a new plant in the
Fairbanks area, designed to utilize residual fuel refined by the future
Atlantic Richfield Company (ARCO) refinery in Fairbanks using oil from the
trans-Alaska pipeline. GVEA management entered into discussions with ARCO
officials regarding the feasibility of obtaining oil from the pipeline. In
June 1969, GVEA applied to REA for a $10 million loan to expand services.
The loan was to cover two 3,000 kilowatt diesel units for installation in
1969 and two gas turbines of 18,000 kilowatts each,one for installation in
1970 and one in 1972. GVEA spokesmen stated that these additions would
enable GVEA to provide substantial reserve generating capacity for the

Fairbanks area.

A proposal to construct an oil refinery and electric power complex near
Fairbanks was made public by a company called Earth Resources Company in
November 1969. Earth Resoucres Company announced that eight diesel power
units, totalling 11,000 kilowatts, were on order and would be on line by

1970.

With the increase in Fairbanks population, demand for GVEA power began to

increase. Néw residential hookups by GVEA were reported to have increased
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by 600 during 1969, bringing GVEA's total subscribers to 6,000. Peak
requirements were expected to hit 36,000 kilowatts during the winter of

1969.

In November 1969, a GVEA superintendent speculated that within the next
three to four years, GVEA's peak system requirements would soar to between
90 and 100 million watts if the current trend continued. Plans to meet the
projected demand included a 1link up with the proposed petroleum refinery
and power generation complex planned for construction within three years and
the possibility of a base load plant fed by residuals from ARCO's refinery
to be burned in gas turbines. The superintendent was quoted: "We're going
to have to make up our minds by the first of February, and go along with
it. . . . The initial cost is less than half of the conventional steam
system (coal-fired). . . . If residual oil is available in sufficient
quantities-at the right price, we would 1ook to burning that in gas tur-
bines. . . . I would certainly anticipate thaf the use of petroleum prod-

ucts would bring lower costs."3

In February 1970, the newly formed subsidiary of Earth Resources, Energy
Company of Alaska, proposed a $14 million industrial complex, power station
and refinery., By Jduly 17, 1970, Energy Company of A]aska received the
green light from the Borough Assembly to proceed with plans for a refinery.
When Energy Company revealed its plan in November 1970, estimates for com-
pletion reached $40 million and the site chosen to construct the facility
was North Pole. Construction was scheduled to start on the refinery as

soon as the Trans-Alaska Pipeline System construction permit was granted.
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Table 1. 1ists GVEA's generators in chronolgical order. In 1967, GVEA
completed a 25,000 kilowatt coal-fired generating plant adjacent to the
mine at Healy. This supplied the bulk of the uti]ity?s power needs until
November 1976 when a new 70,000 kilowatt oil-fired gas turbine was installed
at North Pole near the o0il refinery. As GVEA increased its generating

capacity during the period from 1970-1976, its reliance on coal decreased.

Despite delays in pipeline construction, GVEA customers increased from 6,000

in 1969 to 7,068 in 1970 (18 percent), to 7,309 in 1971 (3 percent) and to 7,863
(8 percent) in 1972. The increase in demand associated with the rising number of
customers, despite increase in generating capacity in 1970 and 1972, pro-

voked a potentially dangerous situation to exist in which the system ex-
perienced a peak demand that exceeded its firm capacity. Firm capacity repre-
sents the system's ability to provide power if the largest generating unit
fails.. A system's firm capacity must exceed peak demand to ensure that

needs can be met. During 1970, GVEA peak demand exceeded firm capacity.

In spite of the deficit, a potential power failure was averted by a pooling
agreement whereby GVEA and MUS purchase power from one another in the event

of deficit. Emergency power is also available from all major power plants

in the Alaskan Interior through an interconnecting system.

TABLE 1

GENERATING CAPACITY
Golden Valley Electric Association

March 1977
Type Capacity Year Total
No. Generator Per Unit Installed Location Capacity
8 Diesel 3,000 kw 1961,1964 Fairbanks 24,000 kw
: and 1970
1 Coal-fired 25,000 kw 1967 Healy 25,000 kw
2 Gas turbines 20,000 kw 1971,1972 Fairbanks 40,000 kw
2 Gqs turbines 3,500 kw 1975 Fairbanks 7,000 kw
2 Diesel 250 kw 1975 Delta 500 kw
1 Gas turbine 70,000 kw 1976 North Pole 70,000 kw

TOTAL: 166,000 kw

Source: Golden Valley Electric Association
Taken from Impact Information Center Final Report.
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The deficit situation was remedied in late 1970 by the addition of 11,000
kilowatts generating capacity from diesel generators and was further re-
inforced by the addition of another 20,000 kilowatts in 1971-1972 from gas
~ turbine generators. From the installation of the 20,000 kilowatt gas tur-
bine unit in 1972, until the end of 1973, GVEA's total and firm generating
capacity remained constant. The system's peak load remained well within
its firm capacity during 1972, although by the end of 1973 firm capacity
had diminished to only 8 pércent in excess of peak demand. This resulted
from sharp increases in demand during the Tatter part of 1973, as the pros-
pects for construction of the pipeline became firmer. In December 1973,
commencement of pipeline construction was authorized. GVEA faced a period
of massive increase in demand, unprepared because there had been no further

increase in generating capacity in anticipation of pipeline construction.

1974-1978

The period 1974-1976 was characterized by manifest abnormal growth in elec-
trical demand due to pipeline construction activity. An illustration of
the escalation in activity is the 32 percent rise in kilowatt-hours sold
from 1974 to 1976 (see Figure ])f The relationship of firm capacity to

peak demand for the period demonstrates the crisis that persisted from late
1974 to Tlate 1975 (see Figure 2). Despite an additional 7,500 kilowatts
provided by the installation of four new generators in mid-1974, peak demand
did not begin to fall off until after it had reached a level 13 percent in
excess of firm capacity in early 1975. Conditions were ripe for crisis.

Further illustration of the devastating onslaught on the utilities by the
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new population that poured into Fairbanks is provided through comparison
between the period of unexpected delay in construction (1970-1973) and the
period of relentless growth during late 1973-1976.

Although 1970-1973 was plagued with uncertainty because of the delay in
issuing the pipeline right-of-way and construction permit, growth was ex-
perienced by GVEA in terms of customers and number of kilowatt-hours sold.
Residential customers increased by 19 percent and the number of commercial
customers grew by 15 percent for a total increase in the number of GVEA cus-
tomers from 1970 to 1973 of 18 percent. The number of kilowatt-hours con- |
sumed rose by 51 percent, representing an annual average increase of 14.6
percent. Average cost per kilowatt hour declined by 5 percent. Total

capacity increased by 50 percent and firm capacity by 86 percent.

Between 1973 and 1976, residential electric users increased by a whopping
45 percent and the number of commercial customers increased by an equally
stupendous rate of 40 percent. Total customers were up by 44 percent.
Total kilowatt-hours sold mounted by 48 percent while the average cost per
unit of power escalated from 3.4 cents to 5.3 cents/kwhr (56 percent in-
crease). Total generating capacity grew by 86 percent (attributable to

70,000 kilowatts added in 1976) and firm capacity by 39 percent.

From 1974 to 1975, electric consumption jumped dramatically by 29 percent
compared to the average annual increase in 1970-1973 of 14.6 percent. The
inordinate increase in customers (both residential and commercial) is in-

dicative of the large amount of new construction (directly related to pipe-
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line operations and support) that took place in outlying areas. New
housing that was constructed to accommodate the rising population accounted
for the spectacular elevation in GVEA residential customers. In April 1975,
- GVEA announced a moratorium on installation of electric heat. Company
officials explained that prior to the pipeline, GVEA received electrical
heat applications from only two out of five builders. However, when the
pipeline-related housing shortage put pressure on builders to speed up
construction schedules, GVEA said nine out of ten builders were applying

for electric heat.4 There were 2,800 new service connections made in 1974-

1975 alone,

The rise in large commercial customers needing GVEA's services was attri-
butable to the creation of Pump Stations 8 and 9, the pipeyard, and the
North Star Terminals Complex. Other new GVEA commercial customers whose
operations were specific to pipeline support were in areas such as the

airport, Van Horn Road and Peger Road.

The stage was set in 1975 for an acute power pinch with peak demand soaring
to 13 percent above GVEA's firm capacity, and only 16 percent under total
capacity. Two characteristics of‘many‘residentia1 housing units aggravated
the situation further beyond the already inflated number of new customers

and their power demands.

e New found affluence prompted many customers to buy more energy-

hungry type appliances.
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@ There was an increase in the occupancy rate in single family
dwellings due to housing shortages; as a result, ./ consumption

per household was greater than normal.

The harsh winter of 1975-1976 also further aggravated the situation, making

even the environment a culprit in goading the system to its limits.

Regardless of efforts to persuade customers to conserve electrical energy
by using alternative sources of power, insulation, etc., and despite the

moratorium imposed in April 1975 on installation of electric heat in new

construction, GVEA found it necessary to issue peak load alerts during the
winter of 1975-1976. The potential for a major power outage existed under
the threat created by excessive peak loads. If the main generator were to
malfunction, an inadequate amount of remaining power would unsuccessfully

attempt to compensate for high levels of consumption.

During peak load alerts, GVEA appealed to customers to curb their use of
appliances, 1lights and hot water heaters, and to Tower thermostats. Some
peak load alert measures included the closure of schools and public offices,
forced headbolt heater outlet and streetlight shut-offs, and even forced
suspension of television broadcasts. The alerts provided the power edge

necessary to avoid blackouts or major power outages.
The use of fuel oil for power generation at GVEA succeeded coal as the

major fuel source at just the wrong time. Gas and fuel o0il shortages were

throttling the entire country by 1975, Augmenting GVEA's power generation
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headaches was an initial failure to procure fuel from a secondary supplier
after the primary one (Tesoro) notified the utility that they could not
meet their needs. Tank cars were found to have been tied up on a pipeline-
" related priority basis. Alyeska Pipeline Service Company agreed, however,
to divert their fuel reserves for GVEA during the emergency. The fuel
shortage was primarily responsible for the 49 percent escalation in the
prices customers were forced to pay for electricity during the pipeline
period. The questfonab]e judgment shown on the part of GVEA management in
relying on oil-fired gas generators was based on the inaccuracy of future
01l price estimates for oil from the North Pole Refinery, and is reflected
as a constant reminder in sustained high rates for customers to the present
(1977). However, by the time the gravity of the situation became clear
with the 1973 Arab o0il embargo, GVEA had already locked themselves into
financing arrangements for oil-fired generators fired by fuel oil vs.
coal--especially significant in terms of sudden pipeline-related demand--

helped to overrule a decision to stick with coal.

By 1976, 70 percent of GVEA power generation was oil-fired. Other power
producers around the Fairbanks area considered oil too prohibitive in price
for power generation use in any but emergency situations. "Other power pro-
ducers in the part of Alaska. . . are watching with mounting disbelief as

GVEA puts all its electric eggs in an oil-fired basket."5

GVEA had applied to the Alaska Public Utilities Commission in 1974 for a

25 percent rate increase to cover fuel costs that had increased to a rate

in 1974 double that of 1972. The increased number of customers did not
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provide the revenue necessary to offset the cost of producing energy.
During the time APUC deliberated the case, they authorized GVEA to add

a surcharge on each customer's bill. This surcharge was designed to
recoup the difference between the base cost of fuel in 1972 and current
fuel costs. Much to the customer's disgruntlement and disbelief, sur-
charges took total bills to an astronomically high lTevel. A reaction by

such a customer was documented by the Fairbanks Daily News-Miner on

January 28, 1976: "We have a small, two-bedroom house, totally electric.
Last month our total electric bill, including the surcharge was $99.00.
This month, our bill is $292.03. The surcharge is $110.45! This brings
our electricity bill to almost double our house payment!"™ Fuel accounted
for 70.3 percent of GVEA total expenditures in 1976 vs. 46.5 percent in
1973 when coal-fired turbines made up a larger portion of power generation
fuel types. 1In 1976, the APUC finally granted GVEA a rate increase but
the delay in reaching a determination, coupled with increased fuel expense,
brought the rate of increase requested from 25 percent to 48.5 percent.
GVEA customers were not paying 5.3 cents per kilowatt-hour in 1976 com-

pared to 3.5 cents in 1974--a 52 percent increase in two years.

With the winter of 1976 came relief in several forms for the management

of GVEA and its customers. The winter of 1976-1977 was a comparatively mild
one and pipeline activity slowed. In November 1976, a new 70,000 kilowatt
oil-fired gas turbine was installed at North Pole. This additional 70,000
kilowatts meant that total capacity swelled by 73 percent (from 96,000
kilowatts in 1975 to 166,000 kilowatts in 1976) and that total capacity now

was 79 percent in excess of firm capacity (firm capacity, 93,000 kilowatts).
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Peak demand levels fell off for the first time since early 1972. Firm
capacity remained 24 percent higher than the 1976 peak load (75,000
kilowatt demand) and 12 percent above the record peak demand experienced

in 1975 (83,000 kilowatt demand).

MUS and GVEA jointly announced in 1976 plans for construction of a new
150,000 kilowatt coal-fired generating plant at Healy. GVEA would receive
75 percent to MUS's 25 percent of the generator's capacity. However, en-

vironmental concerns are expected to delay construction of this project.

Already well along the road to a comfortably high total and firm capacity

in 1976, an additional 70,000 kilowatt gas turbine unit was installed at
North Pole in 1977. This carried total capacity up by another 40 percent

to 232,500 kilowatts, so that total capacity exceeded firm capacity (117,000
kilowatts) by 97 percent and exceeded the 1975 record peak load by 181 per-
cent. Firm capacity in 1977 was 41 percent above the peak demand of 1975.
However, with the new 70,000 kilowatt oil-fired gas turbine generator, re-

liance on 0il is increased to 80 percent.

As of 1977, GVEA was hopeful that fuel purchased from the North Pole Re-
finery, scheduled to begin production in fall 1977, would reduce its fuel
costs. The price of 0il from the refinery will be determined largely by
the price the refinery will pay for o0il shipped from Prudhoe Bay via the

Alyeska pipeline.

Since 1977, GVEA has built a crude oil pipeline from the Alyeska line to
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the refinery, guaranteeing a steady oil flow to the North Pole generators.
A projected additional $600,000 annually from tariffs earned on this oil
would boost revenues significantly. (Projected by GVEA officials in

~early 1977.)

II. Fairbanks Municipal Utilities System (Electric Department)

MUS was less affected than GVEA by increasing demand during the pipeline
period because of more limited expansion capabilities in the areas MUS

serves.,
1968-1974

During the early part of the pipeline period in Fairbanks, inadequate in-
vestment was made in the MUS electric utility. Investment was only made
when a crisis situation developed. Long-term planning was impossible
because of the uncertainty about 0il development and pipeline construction.
Community leaders did not find it inappropriate to act from crisis to
crisis, many in leadership positions felt this to be the most responsible

approach in the uncertain situation.6

In January 1970, a proposal to include a capital improvements bond issue
on the March 1970 ballot was considered by the Fairbanks City Council.
Under consideration was an $11 million revenue bond for long-term capital
improvements to electric, telephone, steam heating and water systems.

This included the addition of Chena 6, a new power plant, the construction
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of which was dependent upon future decisions by 0il companies with regard
to the oil pipeline. Jim Movius, the MUS manager at the time, described
the situation as a very uncertain one but he stressed that MUS's growth
rate in coming years would be very great. He went on to comment that
authorization of the bonds would allow MUS to plan for the future with
greater confidence and flexibility. An ordinance to place the utility bond
proposition on the March ballot was defeated on January 5, 1970. The City
Council decided to delay including the utility bond issue on the ballot
until later to avoid confusing the voters who would be considering another
bond issue on March 3. However, at least one victory was granted MUS on
March 3, 1970. Voters approved an issue on the ballot which would allow
for an increase over the current 6 percent interest rate ceiling paid on
municipal bonds. The purpose of this issue was to improve the chances for
selling further bonds. Although bond approval may be granted by voters,
actual selling of bonds can be delayed by the unwillingness of investors
to accept low payment of 1nterest and this can hold up service expansion.
For example, the power plant that was under construction in 1970 had been
authorized by voters in a bond issue in 1962, but had been held up by the

slow procedures involved in selling the bonds.

In 1971, the Alaska State Housing Authority published a report on projected
needs for public utilities. It offered the following advice:

In planning to meet these needs the state and local governments
should give cognizance to the temporary nature of the pipeline
construction and its accompanying increase in employment and
community population. In this situation, communities should
Took for flexible methods of meeting temporary public needs to
avoid investing in permanent c§p1ta1 improvements which will be
underused in the future. . . &
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Between 1968 and 1972, the number of residential customers increased at

a slow rate while the growth in commercial customers was attributable to
office building additions, hotels and motels. Between 1971 and 1972,

~ the number of residential customers increased by only 1 percent and the
number of commercial customers by almost 5 percent. The number of kilowatt-
hours sold showed a 1 percent decrease from 1971-1972, although demand

levels peaked just slightly higher in 1972 over 1971 (see Tables 2 and 3).

The firm capacity deficiency situation that existed between 1968 and 1970
fluctuated from 7 percent to 28 percent below peak demand levels exper-
jenced (Figure 3). This potentially dangerous state of affairs was allevi-
ated in 1970 by the addition of a 20,000 kilowatt steam turbine which enabled

firm capacity to remain above all peak demand Tevels until 1974.

The pipeline delay during the period 1972-73 caused a 1ull in the growth of
Fairbanks. Residential electrical utility customers dropped in number by '
2 percent while commercial customers showed a 3 percent gain between 1972
and 1973. The number of kiTowatt-hours sold mounted by 6 percent. By the
end of June 1972, MUS officials were announcing that "if all goes according
to schedule, electricity rates will be raised 25-35 percent." The Fairbanks
Public Utilities Board (PUB) recommended the rate increase to the City
Council. This increase was the first since MUS purchased the utility com-
pany over 20 years before. Jim Movius, the utility manager, announced,

"We are now in a deficit position. If the proposed rates had been in effect
last year, they would have yielded a net revenue. Over the past few years,

MUS has been subject to great increases in labor, fuel and debt services
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TABLE 2

ELECTRICAL CUSTOMERS
Fairbanks Municipal Utilities System

1971 - 1976
Year Residential Commercial Other
1971 4,493 846 171
1972 4,540 884 181
1973 4,443 910 177
1974 4,618 941 171
1975 4,634 968 167
1976 4,687 978 166

Source: Fairbanks Municipal Utilities System

Taken from Impact Information Center Final Report

TABLE 3

GENERATING CAPACITY
MUS Electrical Department

Total

5,510
5,605
5,530
5,730
5,769
5,831

March 1977
No. Type of Generator Installation Voltage Capacity
Chena 2 Steam Turbine 1952 4,16 kv 2,000 kw
Chena 3 Steam Turbine 1952 4.16 kv 1,500 kw
Chena 1 Steam Turbine 1954 4.16 kv 5,000 kw
Chena 4 Gas Turbine 1963 12.47 kv 5,350 kw
Diesel 1 Diesel Engine 1967 12.47 kv 2,665 kw
Diesel 2 Diesel Engine 1968 12.47 kv 2,665 kw
Diesel 3 Diesel Engine 1968 12.47 kv 2,665 kw
Chena 5 Steam Turbine 1970 12.47 kv 20,000 kw
Chena 6 Gas Turbine 1976 12.47 kv 23,500 kw

Source: Fairbanks Municipal Utilities System
Taken from Impact Information Center Final Report
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FIGURE 3
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for the new MUS plant expansion. . . . I think people understand that
because we don't have stockholders collecting profits off utilities,
whatever monies we have go right back into the system. With the new
proposed approach, everyone pays the same rate no matter how much elec-
tricity they use; quantity users, therefore, no longer receive lower
rates. Since the demand for electricity nearly exceeds supply, there is

8

no need for promotion rates. The new rate was to be 5.5 cents per kilo-

watt-hour for all customers regardless of quantity used.

In June 1972, a $6 million bond issue for electric projects including a
generating and transmission plant was passed by voters. Revenue bonds do
not oblige the property owners in the community and do not permit taxes to
be levied to pay for them. It is required that the bonds be paid out of
the revenues collected from use of the project funded. As a result, there

was no strong opposition to the revenue bond.

Less than two months after the passage of the $6 million revenue bond, the
mayor announced that the MUS bonding was in jeopardy, because the city had
bquen covenants in its bond and bond ordinances by failing to maintain

required reserves. By 1973, MUS was bankrupt and could not sell any bonds
because of poor credit ratings. Again in 1973, MUS consultants recognized
the necessity for a 24 percent increase in electric rates but were consis-

tently turned down by City Council.

The period 1972-1973 marked the end of gradual increases in consumption with

demand levels peaking 10 percent higher in 1973 over 1972 peak Toad. As no
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new generating plants or generating units were installed from mid 1970 to
1976, firm capacity remained constant. As a result, the steady upswing

in electric consumption cut the margin of firm capacity held over peak
demand levels during 1972 and 1973 from 11 percent to 1 percent. This set
MUS up for another peak demand crisis to occur during the high level of

pipeline construction activity in 1974-1976.
1974-1976

By July 1974, city officials were authorized to sell revenue bonds approved
by voters in 1972, but they believed further bonding would be intolerable.
Lack of financial resources crippled bond capacity and prevented badly needed
expansion in 1974. Between 1974 and 1976 the number of residential customers
rose by less than 2 percent while the number of commercial customers in-
creased by 4 percent. However, the number of kilowatt-hours sold surged by
21 percent. Demand levels peaked above firm capacity during the entire
1974-1976 period. The change in actual number of customers is not signifi-
cant enough to explain the growth experienced by the MUS system relative

to demand. Because the number of residential customers remained relatively
constant and electric consumption increased (between 1971 and 1975, con-
sumption increased per residence by 30 percent while the number of residen-
tial customers remained constant) it has been assumed that the "doubling up"
phenomenon that occurred during a time of severe housing shortages was par-
tially responsible. Many single family homes turned into dormitories or

even boarding houses to cash in on the number of pipeline workers or pipe-

line work seekers looking for a place to stay. Another reason for increased
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consumption was that the same customers were experiencing a new found afflu-
ence enabling them to purchase more and varied types of appliances. Con-
sumption between 1974 and 1975 reached record heights as the number of
kilowatt-hours sold increased by 20 percent. Demand peaked at 19 percent
over firm capacity in 1975 (Figure 3). MUS dependence on fuel oil was less
than that of GVEA. Fuel oil made up only 13 percent of the total energy

sources in use at MUS. The fuel shortage, however, affected MUS as well.

MUS's main generator (Chena 5) broke down several times during the winter
of 1975-1976. Many union employees at MUS's power p]aht had come to Alaska
eager for pipeline jobs but needed to put in some time elsewhere before
they could meet pipeline job eligibility residency requirements. This Tled
to high turnover at MUS. Because of high turnover, (forty-eight hires and
fires for the same thirty-four positions in 1975) the MUS power plant fell
victim to the less experienced hands of transients. Equipment broke down

and required frequent maintenance as a result.

The borough mayor told a public gathering in April 1975, "Because of lack
of commitment by the 0i1 industry, it was difficult for people here to
Jjustify spending money, either their own or the public's, in preparation

for the boom that might never comeq"9

Political and procedural delays were ultimately responsible for precipi-
tating the critical power situation in 1975. A 24 percent rate increase
was recognized as necessary by the MUS consultants as early as 1973, A

Fairbanks Daily News-Miner editorial of May 25, 1976 attributed the
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'..... second guessing," and stalling by council to have ". . . signifi-
cantly delayed MUS's preparation for the pipeline boom." An 8.21 percent
rate increase was requested by the Public Utilities Board in October 1975.
“Not only did the City Council delay their decision for four months, but
when approval finally came to pass, they had whittled the rate down to only

4 percent.

Once over the hump in 1975, with the help of a mild winter and slowed
economic growth, peak demand levels began to fall off in 1976. The number
of residential customers increased by only 1 percent; the number of new
commercial customers rose by only 1 percent; and the amount of kilowatt-
hours sold rose by less than 1 percent between 1975 and 1976. MUS over-
hauled its taxed main generator at a cost of $0.5 miilion over the summer
of 1976, By December 1976, a new 23,500 kw gas turbine generator (Chena 6--
the generator proposed for inclusion on a 1970 bond ballot but denied for
ballot inclusion by City Council) was installed and in use, bringing MUS
dependence on fuel 011 to 44 percent of the total power generation units.
Following installation of Chena 6, firm capacity rose to 59 percent in ex-
cess of the record peak load levels experienced in 1975-1976 which would be
adequate to serve predicted demand until approximately 1981. Total gener-
ating capacity increased by 56 percent between 1975 and 1976 (41,845 kw in
1975 vs. 63,345 kw in 1976).

Frustrated with a city council that refused to grant the total rate in-

crease requested in October 1975 and whose record of response was marked

by a four month delay even while a potential power crisis loomed, the MUS
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controller handed in his resignation in June 1976. The controller cited
several occasions on which the city council ignored PUB recommendations.

He was quoted by the Fairbanks Daily News-Miner on June 22, 1976, "If we

continue on the way we are, the electric department is going to lose §1

to $2 million, not to mention the money needed for power plant maintenance."

A July 1976 19 percent rate increase request was approved in September 1976
by the City Council. The rate was successfully defended by the PUB with
data to prove the controller's dire prediction of revenue loss, as well as
documentation of the financial Tlosses experienced for the past several
months by MUS. The 19 percent increase included the 4 percent that the
City Council had failed to approve in February 1976, as well as 6 percent
to cover the new generator expenditure and 9 percent for increased fuel

and labor costs.

Hindsight appeared to be the only impetus for action on the part of the
City Council during the impact period. Rather than take early action to
ensure accommodation of probable increase demand, MUS expansion only took
place after the system had nearly strangled on its own inability to pro-

vide reliable service.

Conclusions

Under normal circumstances, expansion of utilities in Fairbanks is hampered

by the short construction season and by the prohibitive cost of the long

supply lines needed for a population that is scattered due to many areas

B-109



characterized by permafrost or swamp. During the pipeline period, the re-
sponsiveness of both power utilities serving the Fairbanks area was poor,
The utilities coped with increased demand, only barely avoiding breakdowns
and outages, rather than planning in advance to meet the demand. Neither
of the power companies were adequately prepared to meet the soaring demand
that accompanied pipeline construction. The need for planning and expan-
sion was recognized as early as 1969 but plans were not carried out. The
community was unwilling to make major investments in utility expansion in
the absence of assurances regarding the sustained growth of Fairbanks,
both during and after the pipeline construction. The community was unable
to generate accurate and credible predictions of demand during pipeline
construction and had no means of assessing Fairbanks' long-term economic

prospects.

Both capital investment and rate increases were held up by cumbersome pro-
cedural requirements. Decision-makers responded after-the-fact, not in
advance. There is no better illustration of this than the MUS 19 percent
rate increase in 1976.that came two years too late. Lack of adequate ad-
vance planning aiso led to unnecessary dependence upon expensive fuel oil:
fuel oil generators could be brought on-Tine more quickly to meet the

rising demand than could coal-fired generators.

The response of the electric power utilities in Fairbanks during the pipe-
line period was far from satsifactory, consisting of reaction to increased
demand and coping with crises, rather than planned, rational expansion to

accommodate predicted increased demands.
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Type
No. Generator

o

Diesel

Coal-fired
Gas turbines
Gas turbines
Diesel

Gas turbine

—_— PPN

GENERATING CAPACITY

TABLE 1

Golden Valley Electric Association

Capacity
Per Unit

3,000 kw

25,000 kw
20,000 kw
3,500 kw
250 kw
70,000 kw

March 1977
Year
Installed Location
1961,1964 Fairbanks
and 1970
1967 - Healy
1971,1972 Fairbanks
1975 Fairbanks
1975 Delta
1976 North Pole
TOTAL:

Source: Golden Valley Electric Association

Taken from Impact Information Center Final Report.

B-111

Total

Capacity

24,000

25,000
40,000
7,000
500
70,000

kw

kw
Kw
kw
kw
kw

kw

166,000



ELECTRICAL POWER PROFILE
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Telephone Service in Fairbanks 1968-1978:

A Profile Based on Documentary Sources

The Fairbanks Municipal Utilities System (Telephone Department) provides

telephone service to all areas of the city and borough of Fairbanks except
for Chena Hot Springs Road and North Pole which are served by Glacier State
Telephone Company. Long distance toll service is through RCA Alaska Commu-

nications.

1968-1971

As a result of the failure of the voters in 1965 to pass a $1.2 million bond
for telephone service expansion and development, the MUS telephone system
entered the pipeline period in poor shape. Failure of that bond had meant
that the system had failed to keep up with growth and technology. Again in
1968, the voters of Fairbanks rejected a bond issue proposal for $3 million

for telephone service upgrading. A Fairbanks Daily News-Miner editorial on

October 5, 1968 noted the volume of complaints about the telephone system.
The defeated bond issue would have supplied desperately needed equipment.

In 1968, 500 people were waiting for telephones.

On October 11, 1968, the Utilities Board called for a $3 million resolution
to upgrade the telephone system in response to expansion needs and existing

demand in accordance with a five year plan. A Fairbanks Daily News-Miner

editorial exhorted the public to pass the bond if the community was concerned

about attracting oil companies to the area. The bond issue passed in
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January 1969. In May of 1969, the Utilities Board approved the purchase
of land for a new telephone service center. Land was again purchased for

telephone expansion in July 1969.

Information from the Fairbanks Community Survey (obtained in 19769 showed
that 32 percent of the residents sampled considered that telephone service
prior to the pipeline development had been poor or the worst Fairbanks'
service. Forty-seven percent of the residents considered telephone service
to have been fair or mixed and only 21 percent were of the opinion that the

service was good.

In January 1970, a proposal to include an $11 million long-term capital
improvements bond ($7 million of which was to go toward telephone improve-

ments) in the spring ballot was defeated by the City Council.

Between 1970 and 1971, the number of main telephone stations rose from
9,718 to 10,086, an increase of 4 percent. The average monthly number of
installation orders worked rose from 279 to 291 (4 percent) while there
was a drop of 29 percent in the number of installation orders that had to
be held due to lack of facilities and/or equipment. There was a 4 percent
decline in average monthly trouble reports that year (601 to 578) but the

number of trouble reports proliferated from 1971 on.

1972-1973

In June of 1972, a $5.5 million bond for telephone improvements was passed
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TABLE 1
TELEPHONE STATISTICS

Fairbanks Municipal Utilities System

1970 - 1976
% Change
1970 1971 1972 1973 1974 1975 1976 1973~1976
Telephones
Main Telephone Stations:
Business 3,053 3,202 3,310 3,635 4,502 5,208 5,517 52%
Residence 6,536 6,764 7,030 7,033 7,513 8,643 8,896 27%
Coin 119 120 118 128 138 111 156 22%
Sub-Total 9,718 10,086 10,458 10,796 12,149 13,962 14,569 35%
Extension Telephones:
Business 9,175 9,411 10,033 10,245 10,929 12,185 12,650 247
Residence 3,152 3,308 3,465 3,631 3,887 4,100 4,359 20%
Sub-Total 12,327 12,719 13,498 13,876 14,816 16,285 17,009 237
Total Telephones 22,045 22,805 23,956 24,672 26,965 30,247 31,578 28%
Exchanges
Globe (452 and 456 7,467 7,594 7,840 7,852 8,932 10,140 10,634 357
numbers) : .
Greenwood (479 numbers) 2,251 2,492 2,618 2,944 3,217 3,822 3,935 50%
Trouble Reports .
(average monthly) 601 578 688 1,173 1,186 1,882 2,399 1057
Installations
(average monthly) :
Orders Vorked 279 291 286 220 318 352 296 35%
Orders Held - no faci~
lities and/or
equipment 212 150 134 162 259 265 459 183%
Toll Calls 7
Annual Total (in 1,000's) 562 664 710 1,198 1,779
Per Telephone (main
station) 56 63 66 99 127
Total Revenues
Amount (in 1,000's) $ 62,521 $2,949 $3,363 $4,332 §$7,082 $8,095 141%
Per Telephone (main
station) $ 250 $§ 282 $ 312 § 357 $ 507 § 556 78%

Source: Fairbanks Municipal Utilities System
Taken from Impact Information Center Final Report
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by the voters. The bond was intended to pay for a downtown central office,
switching equipment, a portable central office, cable plant, addition to

the telephone service center and direct distance dialing identification
equipment. Since repayment of revenue bonds comes through the collection

of utility payments (it is required that these bonds be repaid out of
revenues collected from the use of the projects) there was no great objec-
tion to passage of the proposal. However, by August 11, 1972, the city
mayor announced that MUS had failed to maintain the required reserves as
stipulated by bond ordinances and as a result, the future of MUS bond selling
was in jeopardy. It was also made public that the operation and maintenance
fund (intended to be twice the next year's operation and maintenance expense--
about $.750,000) balance was zero. The telephone utility was in a disastrous
financial situation. The mayor underscored the need for substantial rate

increases and identified the situation as a major crisis.

On June 27, the PUB recommended utility rate increases to the City Council.
The proposed increase would take the monthly charge on one-party residential

phones up 35 percent (from $9 to $12).

By 1973, the telephone department of MUS was bankrupt and was unable to sell
bonds for improvement because of its depleted reserves position. Rates
were raised by 15 percent resulting in solvency for the telephone deparment

and making it the only profit making department in MUS.

Between 1972 and 1973, main telephone stations increased by 3 percent (from

10,458 to 10,796). Average monthly installation orders worked dropped by
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23 percent (from 286 to 220) while the number of orders held because of lack
of facilities and/or equipment swelled by 21 percent (from 134 to 162). Trouble
reports on existing service swamped the utility, mounting by 71 percent for

the period. Total revenue grew by 14 percent.

1974-1976

"MUS and the Chamber of Commerce officials have identified what may be
labeled the Fairbanks area's 'Impact Crisis No. One' and are moving swiftly
to attempt to respond affirmatively to it. While most Fairbanksans are
painfully aware of the prevailing telephone service deficiencies, few out-
side of the MUS system itself fully grasp the serious and critical manage-
ment problems that are at the root of them, most particularly the lack of
ready capital needed to expand and upgrade system facilities to meet pressing,
current, as well as projected needs in the impending boom years. Although
MUS spokesmen have consistently warned of an imminent phone system crisis,
it was brought forcefully to the floor Tast week by chamber manager, Wally
Bear, who urged the chamber board to take immediate steps to aid MUS meeting

the crisis."2

In June 1972, voters had approved a $5.5 million bond proposal for upgrading
service, Although in July of 1974, the city manager was authorized to issue
the bonds, community Teaders and MUS believed that further bonding would be
intolerable. Officials in Juneau refused to let city officials use the

$3 million worth of impact funds awarded to Fairbanks for upgrading telephone

service because they considered that the situation was born out of poor
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planning and that it pre-existed pipeline demand. Again, inadequate finan-
cial resources in the form of bonding capacity thwarted efforts to meet

needs.

In September 1974 during pipeline construction, 1,000 new phones were added
to the Globe exchange and in October 600 additional phone lines were avail-
able on the Greenwood exchange. Although twenty expansion projects were

started in August 1974, few were completed during the pipeline boom period.

In November 1974, central telephone office equipment was purchased to pro-
vide additional trunk lines to serve Alyeska Pipeline Service Co. facilities
at Ft. Wainwright. MUS allocated $11,000 and Alyeska paid for the cost of
engineering, installation and maintenance of the equipment. Also in 1974,

a $3.5 million switching system was ordered to increase capacity for new

phones as well as provide better service.

The onset of pipeline construction in 1974 resulted in an accelerated demand
that could not be coped with because the required preliminary planning had
not been done. A hopeless financial situation that existed prior to the

15 percent increase in rates in 1973 was responsible for the absence of
preparation for the boom in terms of facilities, additions and improvements.
By June 1975, MUS announced it had "run out of telephone numbers." The new
$3.5 million switching equipment was not scheduled to be installed until
1976. Until that time, no new customers could be assumed. The new state
office building sat ready to receive its occupants but due to unavailability

of office phones, the opening was delayed. From May 1974 to May 1975,
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depositors on the waiting 1ist for phones increased by 125 percent.

By November.-1975, MUS had 800 subscribers on the waiting 1ist and refused

to take any additional applications for new phones until July 1976.

While MUS provides telephone service for the entire borough, it is under
the political control of the city of Fairbanks. Residents of the rapidly
growing outlying areas were powerless to influence investment decisions
which would have provided more service to areas outside city limits. At
least half of the 1,564 people on the waiting list for telephone service

in May 1975 Tived in areas where there simply were no facilities to provide
service. Even when the new switch was installed in 1976, it did not in-

crease telephone service for outlying suburban areas.

Between 1974 and 1975, main telephone stations increased by 15 percent (from
12,149 to 13,962). Average monthly installation orders worked rose by 11
percent (from 318 to 352) while the average number of orders held rose by

2 percent (259 to 265). Average monthly trouble reports shot up in 1975

to 59 percent over that of 1974 (1186 to 1882). Total revenue continued

to grow: between 1974 and 1975 it increased by 63 percent. By August 1975,
the telephone department reported that revenues exceeded $4.9 million (the

expected figure) by $1 million (20 percent more than expected).

In an interview published in the Fairbanks Daily News-Miner, August 19, 1975,

telephone department manager, Earl Land, said that the MUS telephone depart-

ment planned to serve 42,000 customers by 1980. He said that 28,000

B-119



telephones were in use but that the demand had already reached 42,000. As
would be expected in this situation, with a glut in would-be telephone sub-
scribers, combined with excessive strain on the existing system, quality
plummeted and customers became exasperated. They took to writing letters

to the Fairbanks Daily News-Miner to complain. One letter to the editor

had a disenchanted customer reporting that he waited twenty-six minutes
for a dial tone. Other idiosyncracies of the throttled system included
‘busy signals before the process of dialing was completed. Many recognized,
however, that the telephone service in Fairbanks had always been erratic.

So the change was a change in degree rather than in kind.

Long distance direct dialing for single party phones was introduced in
May 1975 by RCA. In July 1975, RCA purchased a $100,000 toll train to

improve by 70 percent the chances of getting long distance connections.

There was a 4 percent increase in the number of main telephone stations
(from 13,962 to 14,569) between 1975 and 1976. This reveals the marked
deceleration in the system's ability to fill demand. Perhaps even more in-
dicative of MUS's ineffectiveness was the 16 percent (from 352 to 296) de-
crease in the number of installation orders worked and the 73 percent leap
(from 265 to 459) in the average monthly number of orders held. Trouble
reports continued their ceaseless uptrend at a 27 percent rate (from 1,882
to 2,399), however, at a rate only half that experienced between 1974 and
1975. Total revenue gained by 14 percent, a somewhat less dramatic increase

than that enjoyed in 1974-75.
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The entire period of abnormal growth (1974-1976) is illustrated clearly by
telephone statistics for the same period. Main telephone stations increased
by 20 percent (12,149 to 14,569). However, the average monthly number of
installation orders worked fell by 7 percent (318 to 296) and the average
monthly number of installation orders held upsurged spectacularly by 77
percent (from 259 to 459). The overburdened system was the brunt of a

102 percent increase in trouble reports (from 1,186 to 2,399 average monthly).
One bright spot for the utility was its overall 87 percent growth in revenues

between 1974 and 1976.

When the new $3.5 million switch was finally installed in 1976, trouble re-
ports remained high due to what the MUS manager described as "debugging"
the new switch and simply because the switch facilitated the very action of
calling in a report by customers. Available telephone statistics do not
allow for actual determination of increase demand for service, only in-

creased use. The following article from the Fairbanks Daily News-Miner of

June 29, 1976 elucidates more clearly the amplitude of the tide waiting -
when the switching system became operational:

Incredulous city officials watched the efforts of unclogging

the city's telephone system Monday and, for the first time, measured
a demand for telephone service that no one had come near predicting.
Some 400,000 local calls were attempted Monday, with an 88 percent
completion rate. It was the first regular business day since the
Municipal Utilities System's new $3.5 million computerized switch
was cutover Saturday night.

In comparison, on an average business day the month before, when
the system operating on the old, mechanical switch, only 135,000
attempts were made.

MUS never before had an accurate means of measuring the success

rate of telephone calls Tocally, but all concerned agreed that the
88 percent rate was considerably higher than the previous rate.
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MUS telephone division manager, Earl Land, was shocked at the
number of calls going through the system. He likened the cut-
over of the new switch to uncorking a champagne bottle that was
really a 55 gallon drum. . . . According to Land, the telephone
industry estimates 100,000 calls per day as typical for a city
the size of Fairbanks. However, the estimate does not take into
account activity stimulated by a pipeline economy.

Since 1975, the MUS telephone department has planned several expansions,
none of which have been completed, nor does the prospect of their completion
seem likely. Although the telephone department realizes a profit, it does
not have financing available for capital improvements. The City Council

has refused rate increases for other MUS utilities that are not profitable,
and is using telephone department revenues to make up the deficits on the

other utilities.
Conclusions

The MUS telephone utility entered the pipeline period in poor shape be-
cause of earlier denial of bondkfunding for development. The MUS telephone
department was quite incapable of coping with the increased demand associated
with pipeline development. Some upgrading of the system was carried out in
1969 but further upgrading in 1972 was prevented by MUS bonding irregulari-
ties. In 1973, the MUS telephone department was bankrupt. Only then were

telephone rates raised, resulting later in profits.
During pipeline construction, the MUS telephone department was unable to

respond to the increased demand because the financial chaos that had pre-

vailed until 1974 had prevented any anticipatory planning or preparation.
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Not until June 1976 was new switch gear installed, by which time pipeline
activity had begun a downtrend. Of all services, the telephone system

failed most miserably to respond to the increased demand of the pipeline
period. Response was rendered impossible because of lack of financing to

improve an already overburdened system to meet new demands.
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TELEPHONE SERVICE PROFILE
FOOTNOTES

]John A. Kruse, Research Notes, Institute of Social and Economic Research,
University of Alaska, Fairbanks, December 1976.

2Impact Information Center, Report No. 1, July 11, 1974, p. 5.
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APPENDIX C

- COMPARISON OF FAIRBANKS AND VALDEZ '
SURVEY RESULTS USED IN ANALYSIS OF INDIVIDUAL CHANGE
{percent distributions)

Fairbanks Valdez
Residents Immigrants Total Residents Immigrants Total
PERSONAL CHARACTERISTICS
Sex of Head of Household
Female 13 7 10 11 7 9
Male 87 93 90 89 93 91
100 100 100 100 100 100
Number of Respondents: 240 168 408 214 194 408
Sex of Respondent
Female 54 52 53 44 45 45
Male A6 a8 47 _96 55 55
100 100 100 100 100 100
Number of Respondents: 240 168 408 214 194 408
Marital Status
Married 73 74 73 77 77 77
Single 27 26 27 23 23 23
100 100 100 100 10 100
Number of Respondents: 240 168 408 211 194 495
Presence of Children under 18
None 46 58 51 52 59 56
1 23 13 19 16 14 15
2 15 16 15 16 17 17
3 12 8 10 9 7 7
4 or more 4 5 5 7 3 5
100 100 100 100 100 100
Number of Respondents: 240 168 408 214 194 408
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Age of Head

17-24 years
25-34 years
35-44 years
45-54 years
55-64 years
65 years and over

Number of Respondents:

Occupation of Head Prior
to Development

Professional-technical
Manager-administrator
Sales-clerical

Skilled blue collar
L.aborer

Service

Farm, fish

Number of Respondents:

Education of Head

Less than high school
High school

Some college

College or more

Number of Respondents:

Desire for Personal
Economic Benefit

Not at all important
Not very important
Moderately important
Very important
Extremely important

Number of Respondents:

Fairbanks
Residents Immigrants Total

9 14 11
29 42 35
25 22 24
20 14 17
11 7 9

6 1 4
100 - 100 100
239 167 406
23 24 24
13 13 13
12 8 10
35 40 37

6 7 6

11 8 10
0 _0 o
100 100 100
216 155 371

16 14 15

33 25 30

28 25 25
2% 36 30
100 100 100
234 164 398

28 12 21

19 18 19

19 22 20

23 26 24
1 22 6
100 100 100
235 167 402
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Valdez
Residents Immigrants Total

3 19 13-

24 29 27
25 - 30 28
21 13 16
19 g 12
8 1 _4
100 100 100
211 192 403
16 15 16
16 18 17
4 4 4
27 31 29
8 9 9
23 21 22
6 2 _3
100 100 100
193 186 379
25 11 18
38 35 37
16 30 23
21 4 2
100 100 100
209 191 400
26 21 22
56 49 51
18 30 2
100 100 100
85 125 210



Fairbanks Valdez

Residents Immigrants Total Residents Immigrants Total
Desire for Small Town
Living Environment
Not at all important 25 41 32 6 2 3
Not very important 15 24 19
Moderately important 17 19 18 66 67 67
Very important 34 12 25
Extremely important 9 . S °) 28 31 ~30
100 100 100 100 100 100
Number of Respondents: 232 167 408 85 125 210
Desire for a Self-Relijant
Life Style
Not at all important 18 23 20 10 21 18
Not very important 24 39 31
Moderately important 31 23 27 64 52 56
Very important 21 10 17
Extremely important _ b6 5 5 26 27 26
100 100 100 100 100 100
Number of Respondents: 234 167 401 129 90
Desire for More Community
Growth
Strongly oppose 17 8 13 38 50 @ 41
Mildly oppose 15 12 14
No opinion 11 39 23 19 8 16
Mildly favor ) 34 17 27
Strongly favor 23 2423 43 . A
. 100 100 100 100 100 100
Number of Respondents: 237 167 404 208 73 281
Ties to Community
Few 33 79 52 69 94 74
Many 6/ 21 48 31 _6 2
T00 100 100 100 100 100
Number of Respondents: 240 168 408 213 290 403
Ties to Outside Community
Few 91 58 78 88 30 52
Many 9 A2 22 12 70 48
100 100 100 100 100 100
Number of Respondents: 240 168 408 213 190 403
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Fairbanks ~ Valdez

Residents Immigrants Total ‘ Residents Immigrants Total
PERSONAL EXPERIENCES
Head Work Directly on
. Energy Project
Not working and without
~intentions of working 64 43 55 84 438 57
Not presently interested
in working 16 13 15 0 0 0
Interested in working :
but not employed on
pipeline 6 14 9 0 0 0
Working now on pipeline 14 230 21 _16 52 43
100 100 100 100 100 100
Number of Respondents: 233 166 399 85 132 229

Job Improvement Indirectly
Due to Energy Project

Strongly disagree 7 25 13

Disagree 12 11 11 .

Mixed ‘ 20 17 19

Agree somewhat 14 19 16

Strongly agree _47 28 41 B
100 100 100

Number of Respondents: 110 57 167

Increase in Time Spent

Working
Less 11 10 10
Same 45 32 40
More 44 58 50
100 100 100
Number of Respondents: 240 168 408
Incomé Change Between
1974 and 1975
Absolute income decline 6 21 12 5 7 5
No change in income 28 16 23 12 7 11
$1-10,000 income gain 43 20 34 21 20 21
$10,001-20,000 income gain 15 17 16 25 20 24
$20,001-30,000 income gain 4 16 9 8 26 11
over $30,000 income gain 4 10 6 29 20 28
100 100 100 100 100 100
Number of Respondents: 222 165 387 76 15 9]
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Fairbanks Valdez

Residents Immigrants Total Residents Immigrants Total
Decrease in Time Spent |
with Family
Yes 39 41 40
No 61 59 60
100 100 100
Number of Respondents: 240 168 408
Decrease in Time Spent
Visiting
Yes 29 42 34
No J1 8 66
100 100 100
Number of Respondents: 240 168 408
Decrease in Amount of
Participation in Formal
Organizations
Yes 18 23 20 17 13 17
No 82 77 80 83 87 83
100 100 100 100 T00 100
Number of Respondents: 240 168 408 86 16 102
Decrease in Time Spent on
Qutdoor Recreation .
Yes 37 44 40
No- 63 56 60
100 00 100
Number of Respondents: 240 168 408

Decrease in Time Spent in
General Leisure Activities

Yes 44 57 54
No 56 43 46
100 100 100

Number of Respondents: 89 129 218
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Fairbanks Valdez

Residents Immigrants Total Residents Immigrants Total
Decrease in Time Spent
Hunting and Fishing
Yes 30 26 29 46 33 44
No 70 74 7 54 6] 56
100 00 100 100 100 00
Number of Respondents: 240 168 408 85 15 00
Purchase of Housing or
Land
Yes : 25 19 22
No 75 81 78
100 100 100
Number of Respondents: 240 168 408
Purchase of Other Costly
Items
More than one 42 33 38
One : 33 29 36
None 25 28 26
100 100 100
Number of Respondents: 240 168 408
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Fairbanks Valdez

Residents Immigrants Total Residents Immigrants Total
PERSONAL ASSESSMENTS |
(Change in Community
Assessments Predevelopment
to Peak Development)
Schools
Much worse 27 10 20
Somewhat worse 32 22 29 28 20 24
No change/some better 41 68 51 62 41 48
Much better o o _10 39 28
100 100 100 100 100 100
Number of Respondents: 207 116 323 78 77 155
Fire Protection
Much worse 9 10 9
Somewhat worse 17 18 18 9 48 37
No change/some better 73 68 71 89 52 62
Much better T 4 2 2 0 1
100 100 100 100 100 100
Number of Respondents: 217 148 365 88 98 186
Telephone Service
Much worse ' 37 ' 31 35
Somewhat worse 30 - 31 - 30 39 2 11
No change/some better 32 36 33 60 93 85
Much better 1 2 2 1 5 4
_ 100 100 100 100 100 100
Number of Respondents: 229 153 382 88 128 216
Medical Care
Much worse 10 15 12
Somewhat worse 23 15 20 8 28 23
No change/some better 66 69 67 62 38 44
Much better 1 1 1 30 34 33
100 100 100 100 100 100
Number of Respondents: 224 151 375 83 108 191
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(Change in Community
Assessments Predevelopment
to Peak Development)

- Amount of Fish and Game
Available

Much worse
Somewhat worse
No change
Better

Number of Respondents:

Qutdoor Recreation Oppor-
tunities

Worse

Somewhat worse

No change/some better
Better

Number of Respondents:

Special Problems Like:
Drugs, Drinking, Vandalism

Fairbanks
Residents Immigrants Total

Much worse

Somewhat worse

No change/some better
Much better '

Number of Respondents:

Crime

Much worse

Somewhat worse

No change/some better
Much better

Number of Respondents:

52 31 43
29 30 30
19 38 27
0 1 0
100 100 160
220 146 366
26 10 20
27 35 30
47 54 49
0 1 1
100 100 100
227 153 370
27 - 27 27
20 28 23
52 45 49
1 0 1
100 100 100
220 150 370
44 34 40
25 25 25
30 40 34
1 1 1
100 100 100
232 160 392
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Valdez
Residents Immigrants Total

16 41 34
80 58 64
4 1 2
100 100 100
73 90 163
8 1 3
56 59 - b8
3% 40 39
100 100 100
87 121 208
29 42 31
48 41 47
23 17 2
100 100 100
83 17 100
85 80 84
3 0 2
12 20 14
100 100 100
81 16 97



Fairbanks Valdez

Residents Imnigrants Total Residents Immigrants Total
(Change in Community ;
Asessments Predevelopment
to Peak Development)
Amount of Food and Goods
Available
Much worse 13 16 14
Somewhat worse 23 20 22 25 2 8
No change/some better 62 62 62 60 59 58
Much better 2 2 2 15 39 34
100 100 100 100 100 100
Number of Respondents: 232 158 390 88 132 220
Police Protection
Much worse 22 26 23
Worse 34 28 32 12 16 15
No change/some better 44 46 45 76 52 59
Much better _ 0 0 _0 12 32 26
100 100 100 100 100 . 100
Number of Respondents: 227 150 377 85 118 203
Garbage Removal
Much worse 9 13 11
Somewhat worse : : 16 17 16 16 38 31
No change/some better 72 67 70 82 61 67
Much better _3 3 3 2 1 2
100 100 100 100 100 100
Number of Respondents: 204 149 353 87 118 205
Electric Service
Worse 40 27 35
Somewhat worse 30 - 28 29
No change/some better 30 43 35
Better } _ 0 2 1
100 100 100
Number of Respondents: 227 156 383
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Fairbanks
Residents Immigrants Total

Valdez

(Change in Community
Assessments Predevelopment
to Peak Development)

Sewage Service

Worse

Somewhat worse

No change/some better
Better

Number of Respondents:

Amount of Unspoiled Nature

Worse

Somewhat worse

No change/some better
Much better

Number of Respondents:

Noise Level 1in Neighborhood

Worse

Somewhat worse

No change/some better
Better

Number of Respondents:

Traffic Congestion

Worse

Somewhat worse

No change/some better
Better

Number of Respondents:

4 5 5
16 15 15
76 79 77

4 1 3

100 700 7100
188 142 330
49 30 4?2
31 36 33
20 33 25
0 1 0
100 T00 100
230 158 388
41 31 37
25 31 27
33 37 35
1 1 1
T00 100 7100
234 161 395
81 62 73
13 28 19
4 9 6

2 1 2
100 T00 700
238 162 400

Residents Immigrants Total



Fairbanks Valdez

Residents Immigrants Total Residents Inmig%ants Total

(Change in Community
Assessments Predevelopment
to Peak Development)
Time Spent in Lines

Worse 74 63 69

Somewhat worse 14 23 18
No change/some better 8 13 10
Better 4 1 3
100 100 10
Number of Respondents:
Overall Mood of Community , ]
1
Worse 61 47 55 !
Somewhat worse 22 25 23
No change/some better 15 28 21 |
Better 2 _0 1
] 100 100 100
Number of Respondents: 226 157 383
Relations Between Groups
Worse 26 21 24
Somewhat worse 32 33 33
No change/some better 42 45 43
Better 0 1 _ 0
100 100 100
Number of Respondents: 217 145 362
Relations with Neighbors
Worse 20 23 21
Somewhat worse 19 20 19
No change 61 56 59
Better 0 1 1
’ ' 100 100 100

Number of Respondents: 226 159 385
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Fairbanks
Residents Immigrants Total

Valdez

>(Change in Community
Assessments Predevelopment
to Peak Development)

Amount of Government
Regulation

Worse

Somewhat worse

No change/some better
Better

Number of Respondents:

Air Quality

Worse

Somewhat worse

No change/some better
Better

Number of Respondents:

Knowing People Around Town

Worse

Somewhat worse
No change
Better

Number of Respondents:

Privacy in the Home

Worse

Somewhat worse

No change/some better
Better

Number of Respondents:

20 [V
37 24 32
42 61 50
1 1 1
T00 T00 700
217 139 356
38 32 36
36 36 36
26 32 28
0 0 0
T00 T00 700
234 158 392
57 30 46
13 23 17
28 43 34
2 4 3
T00 T00 7100
232 153 385
15 17 16
19 25 21
65 57 62
1 1 1
T00 T00 7100
229 160 389
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Fairbanks Valdez

Residents Immigrants Total Residents Immigrants Total
(Change in Community
Assessments Predevelopment
to Peak Development)
Quality of Local Services
Like Car Repair
Worse _ 37 29 34
Somewhat worse 33 33 33 1 11 8
No change/some better 29 37 32 77 76 . 77
Better 11 22 13 15
100 100 100 100 100 100
Number of Respondents: 220 155 375 90 134 224
Quality and Cost of
Housing
Worse 49 30 41
Somewhat worse 31 36 33
No change/some better 20 33 25
Better .- I .
100 100 100
A Number of Respondents: 230 158 388
Communication with OQutside
Worse - 20 23 21
Somewhat worse 17 18 17
No change/some better 60 53 57
Better 3 6 5
_ 100 100 100
Number of Respondents: 229 158 387
Variety of Wildlife in
the Area
Worse 61 40 53
Somewhat worse 25 32 28
No change/some better 14 28 19
100 100 100
Number of Respondents: 225 149 374

€-13



Assessment of Current
Environmental Conditions

No problems exist
S1ight problems
Significant problems
Serious problems

Fairbanks
Residents Immigrants Total

Valdez

Number of Respondents:

Overall Community
Assessment

Much worse
Worse

Some or better
Better

Number of Respondents:

Personal Satisfaction

Costs
Mixed
Benefits

Number of‘Respondents:

Desire for More Community

Growth

Strongly oppose
Mildly oppose
No opinion
Mildly favor
Strongly favor

Number of Respondents:

40 25 34
38 40 39
22 34 27
0 1 0
100 100 100
231 159 390
55 34 47
28 29 28
17 37 25
100 100 100
239 166 405
11 ) 9
22 17 20
34 26 31
22 35 27
11 16 13
100 100 100
240 168 408
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8 5 6
31 36 34
44 41 42
o 18 8
100 100 100
99 133 . 221
14 21 19
69 56 60
7 23 2
100 100 100
90 134 224
24 24 24
32 22 24
44 54 52
100 100 \100
88 1246 212
17 24 21
28 26 27
0 0 0
39 37 38
_6 13 14
100 100 100
90 134 224



Fairbanks Valdez

Residents Immigrants Total Residents Immigrants Total
Plans to Move from
Community after Develop-
ment Construction
Completed
Yes 15 40 25 51 91 75
No 8 60 75 49 9 25
100 100 100 100 100 100
Number of Respondents: 240 168 408 209 190 399
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APPENDIX D

COMPARISON OF SURVEY RESULTS FROM PREDEVELOPMENT RESIDENTS IN
FAIRBANKS, VALDEZ AND FIVE KENAI PENINSULA .COMMUNITIES ON VARIABLES'
USED IN ANALYSIS OF INDIVIDUAL CHANGE
(percent distributions)

Fajrbanks Valdez Seldovia Seward Homer Port Graham English Bay

PERSONAL CHARACTERISTICS

L-d

Sex of Head of Household:

female 13 11 17 16 12 7
male 87 _89 _83 84 .88 93 100
100 100 100 100 100 100 100
Number of Respondents: 240 214 52 100 235 12 14
Sex of Respondent
female 54 44 . 42 56 51 29 42
male _46 26 S8 44 A9 J1 28
100 100 100 100 100 100 100
Number of Respondents: 240 214 52 100 235 14 12
Age of Head of Household:
17-24 years 9 3 6 12 8l 17
25-34 years 29 24 37 21 42 14 17
35-44 years 25 25 25 20 16 29 41
45-54 years 20 21 18 25 15 21 17
55-64 years 11 19 2 9 11 7 8
65 and over _6 _8 _12 13 _8 _29 -—
100 100 100 _ 10 100 100 100
Number of Respondents: 239 211 52 98 233 14 9
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APPENDIX D

COMPARISON OF SURVEY RESULTS FROM PREDEVELOPMENT RESIDENTS 1IN
FATRBANKS, VALDEZ AND FIVE KENAT PENINSULA COMMUNITIES ON VARIABLES
USED IN ANALYSIS OF INDIVIDUAL CHANGE
(percent distributions)

Fajrbanks Valdez Seldovia Seward Homer - Port Graham English Bay

Age of Respondent:

17-24 years 13 6 10 17 8 7 17

25-34 years 30 25 31 23 42 21 8

-35-44 years ‘ 24 22 27 19 16 21 50

45-54 years 18 22 18 19 15 15 17

55-64 years ‘ 10 18 2 9 11 15 8

65 and over 5 7 12 a3 8 21 0

100 100 100 100 100 100 100

Number of Respondents: 240 213 51 98 233 14 9

i
Education of Head of Household:

Less than High School 16 25 . 38 21 141/ 791/ 1001/

High School 33 38 38 39 35 21 0

Some College 25 16 14 25 23 0 0

College plus 26 2l Jo 15 28 0 _0

© 100 00 100 100 100 100 100

Number of Respondents: 234 209 50 95 235 14 12

Education of Respondent:

Less than High School 16 18 32 24 14 79 100
High School oo 32 33 36 - 4] 35 21 0
Some College 26 24 22 25 23 0 0
College plus _26 25 10 10 _28 0 0
100 100 100 100 100 100 100

Numbeyr of Respondents: 240 49 - 100 235 14 12
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APPENDIX D

COMPARISON OF SURVEY RESULTS FROM PREDEVELOPMENT RESIDENTS IN

FATRBANKS, VALDEZ AND FIVE KENAI PENINSULA COMMUNITIES ON VARIABLES

USED IN ANALYSIS OF INDIVIDUAL CHANGE

(percent distributions)

Fairbanks Valdez Seldovia Seward Homer Port Graham English Bay
Race of Head of Household:
Native 6 9 19 9 21/ 79/ 100/
Non-Native 9% 91 81 91 98 21 9
100 10 100 100 100 100 100
Number of Respondents: 408 151 52 100 235 14 12
Race of Respondent:
Native 7 9 17 9 2 79 100
Non-Native 3 el 83 91 B8 21 0
100 100 100 100 100 100 100
Number of Respondents: 248 236 52 100 235 14 12
Expected Length of Residency
in Community:
1 year or Tess 7 3 6 9 2 0 0
1 to 3 years 8 19 4 4 7 0 0
Longer than 3 years 20 29 23 31 30 0 8
Permanent _65 _49 67 56 61 100 92
100 100 100 100 100 100 100
Number of Respondents: 240 209 52 100 234 14 12
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APPENDIX D

COMPARISON OF SURVEY RESULTS FROM PREDEVELOPMENT RESIDENTS IN
FAIRBANKS, VALDEZ AND FIVE KENAI PENINSULA COMMUNITIES ON VARIABLES
USED IN ANALYSIS OF INDIVIDUAL CHANGE
(percent distributions)

Fairbanks Valdez Seldovia Seward Homer  Port .Graham English Bay

Number of Children in
Household Under Age 18:

none 46 52 48 55 39 36 17

one or more 54 48 52 45 61 _63 83
100 100 100 100 - 100 100 100
Number of Respondents: 24 214 52 100 235 14 12

Marital Status:

Married 73 77 60 63 80 93 100
Single 27 23 _10 37 20 7 0
100 100 100 100 100 100 100
Number of Respondents: 240 211 52 100 232 14 12
Occupation of Head of
Household:
Professional-Technical 23 16 8 10 32 0 9
Managerial-Administrative 13 16 8 23 6 0 9
Sales-Clerical 12 4 5 4 3 0 0
Skilled Blue Collar 35 27 11 32 25 8 9
Laborers 6 3 18 7 5 8 18
Service Worker 11 23 11 9 6 8 0
Fishing & Farming 0 _ 6 39 _15 23 76 55
100 100 100 100 100 100 100
Number of Respondents: 216 193 38 79 185 12 11
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APPENDIX D

COMPARISON OF SURVEY RESULTS FROM PREDEVELOPMENT RESIDENTS IN

FAIRBANKS, VALDEZ AND FIVE KENAI PENINSULA COMMUNITIES ON VARIABLES

USED IN ANALYSIS OF INDIVIDUAL CHANGE

(percent distributions)

Fairbanks Valdez Seldovia Seward Homer | Port Graham English Bay
Occupation of Respondent:

Professional-Technical 26 24 12 11 35 10 20
Managerial-Administrative 10 10 9 19 8

Sales - Clerical 23 24 15 11 8 10

Skilled Blue Collar 15 28 9 16 18 10
Laborer 12 5 6 6 3 10 20
Service Worker 5 8 12 25 12 10 10
Fishing & Farming 9 1 _38 11 _16 _60 _40

100 100 100 100 100 100 100
Number of Respondents: 319 240 34 63 157 10 10
Initial Attitudes to Growth: ,
i

Strongly Oppose 17 38 33 2 21 25
Mildly Oppose 15 23 15 30 8 33
Mixed 11 19 19 28 22 31 25
Mildly Favor 34 - 8 25 15 23 17
Strongly Favor 23 83 Vi 30 12 38 -

100 100 100 100 100 100 100

Number of Respondents: 237 208 52 100 235 13 12

e
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APPENDIX D

COMPARISON OF SURVEY RESULTS FROM PREDEVELOPMENT RESIDENTS IN
FAIRBANKS, VALDEZ AND FIVE KENAI PENINSULA COMMUNITIES ON VARIABLES
USED IN ANALYSIS OF INDIVIDUAL CHANGE
(percent distributions)

Fairbanks Valdez Seldovia Seward Homer Port Graham English Bay

Small Town Motivation:

Not at all Important 25 6 182/ 92/ 1 0 0
Not very important 15 9 8 8
Moderately Important 17 66 33 27 23 0 0
Very Important 34 52 54 58
Extremely Important 9 28 _49 _64 15 _38 34
100 100 100 100 100 100 100
Number of Respondents: 232 . 85 49 88 234 13 12
Personal Economic Gain
Motivation:
i 2/ 2/
Not at all Important 28 26 90 90 40~ 93 100
Not very Important 19 0 0 0 0 7 0
Moderately Important 19 56 10 9 40 0 0
Very Important 23 0 0 0 0 0 0
Extremely Important 11 18 0 1 _20 0 _ 0
100 100 100 100 100 100 100
Number of Respondents: 235 85 52 100 232 14 12
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APPENDIX D

COMPARISON OF SURVEY RESULTS FROM PREDEVELOPMENT RESIDENTS IN

FATRBANKS, VALDEZ AND FIVE KENAI PENINSULA COMMUNITIES ON VARIABLES

USED IN ANALYSIS OF INDIVIDUAL CHANGE

(percent distributions)

Fairbanks Valdez Seldovia Seward Homer Port. Graham English Bay
Self Reliant Life-
Style Motivation:
Very Tow 18 10 14%/ 60%/ 3 0 0
Low 24 0 44 40 14 7 0
Medium 31 64 17 0 28 29 0
High 21 0 19 0 34 57 42
Very High 6 2 _6 02 1 58
100 100 100 100 100 100 100
Number of Respondents: 234 129 52 99 235 14 12
Proportion Meat and Fish |
Gained from Subsistence: , .
None 36 114 60 21 7 0
Less than 25 percent 46 44 40 29 57 0
25 to 49 percent 11 17 0 23 22 33
50 to 74 percent 6 19 0 20 14 33
Over 74 percent 1 _ 6 0 7 0 34
100 100 100 100 100 100
Number of Respondents: 240 52 99 235 14 12
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APPENDIX D

COMPARISON OF SURVEY RESULTS FROM PREDEVELOPMENT RESIDENTS IN
FATRBANKS, VALDEZ AND FIVE KENAI PENINSULA COMMUNITIES ON VARIABLES
USED IN ANALYSIS OF INDIVIDUAL CHANGE
(percent distributions)

Fairbanks Valdez Seldovia Seward Homer Port Graham English Bay

Local Ties to Community:

Few 9 12 184/ 268 2%
Some 24 56 24 23 29
Many 67 32 58 51 49 N/A N/A
100 100 100 100 100 _
Number of Respondents: 240 213 51 100 235

Assumptions based on age, education and race of respondent. Separate demographic data was not
obtained in the surveys on the head of household where he/she was not the respondent.

Measured indirectly through mention of small town qualities or financial matters in response to
open ended questions concerning reasons for moving to the community and what fis valued most about
the community.

Derived exclusively from subsistence measure (proportion of fish and meat gained from subsistence).
Seldovia, Seward and Homer ties are measured exclusively on the basis of local friendships, and

are not strictly comparable to those of Valdez and Fairbanks. The Valdez and Fairbanks measures
are also not strictly comparable. '



APPENDIX E
TECHNICAL DESCRIPTICH OF INDIVIDUAL CHANGE ANALYSIS METHOD
We have not attempted to give a technical description of the analysis tech-
nique employed in the Individual Change Component in the main body of the
report. A brief, non-technical description is given on pages III-8 to III-20.
However, persons wishing to replicate the analysis or to apply the analytical
approach elsewhere will need some additional information. The individual

change analysis objectives are to:

e predict individual scores on a series of dependent variables
in Fairbanks and Valdez using more than one independent
variable in each prediction. Independent variables are

assumed to be causally related to the dependent variables.

@ to provide an overall measure of predictive success for each

dependent variable in each case study community.

¢ to determine whether individual independent variables contribute
significantly to the overall prediction of dependent variable

scores.

e to assess whether the direction of observed relationships be-
tween each independent and dependent variable is the same in

both case study communities.

@ to construct a general predictive equation for each dependent

variable based on an interpretation of the analysis results.

& to use these general equations to predict the magnitude and
distribution of individual changes resulting from major energy

developments.
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The dependent variables are either interal or ordinal measure; the inter-
val. scaled variables are dichotomous. The independent variables also
are either interval or ordinal measures. Many independent variables are
dummy variables constructed from variables that were initially nominally

scaled.

A general regression model best fits the analysis requirements. However,
the specific form of the regression analysis has to be tailored to fit

the scaling characteristics of the independent variables. Multiple Class-
ification PMnalysis (MCA) fits our particular requirements but an MCA pro-
gram package designed to handle more than five independent variables is
not currently available on the University of Alaska Honeywell computer.]
Instead, we used the standard muitiple regression program available in
Version 6.0 of the SPSS program package. Independent variables were
entered and interpreted according to the suggestions made by Sweeney and

U]veh’ng.2

The comparison of independent variable effects in Fairbanks and Valdez is
based on unstandardized regression coefficients in order to avoid con-
founding the relative magnitude of the effect and variance of each indepen-

dent variable in the two samp]es,3 The significance of each regression

1 ]For a description of Multiple Classification Analysis, see F.M. Andrews

et.-al,, Multiple Classification Analysis: A Report on a Computer Program
for Multiple Regression Using Categorical Predictors, Second Edition,

(Ann Arbor, liichigan: The University of Michigan, Institute for Social
Research, 1973).

2Robert E. Sweeney and Edwin F. Ulveling, 'A Transformation for Simplifying
the Interpretation of Coefficients of Binary Variables in Regression Analysis,"
The American Statistician 26 (December 1972): 30-32.

3This approach is suggested in Norman H. Nie et al., Statistical Package
for the Social Sciences, Second Edition (New York: McGraw-Hill, 1975), pp.
394-397.
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coefficient is tested by constructing 80 percent confidence intervals based

on the standard error measures reported in the SPSS regression results. The
traditional 95 percent confidence intervals were not used because small

sample sizes placed a severe constraint on the analysis which could only

be dealt with by relaxing the criterion applied to tests of statistical
significance., The reader will note, however, that the regression coefficients
themselves are not reported and only the direction of the relationship is
discussed. In cases where the relative importance of one or more independent
variables is particularly enlightening we have performed stepwise regressions
to give intermediate R2 values. The regression coefficients were used in

the construction of generalized predictive equations.

The construction of general predictive equations based on the analysis results
proved to be difficult for several reasons. First, the results in Fairbanks
and Valdez are not entirely consistent in direction, much less in the mag-
nitude of the regression coefficients. In many cases, we are able to dis-
count the inconsistency because it appears to result from measurement problems
rather than from underlying causal differences. However, the generalized
prediction equation then becomes a mix of two independently derived equations.
Second, we are aware of variables which should be included in the general
predictive equations that could not be tested. As a result, appropriate
regression coefficients could not be empirically calculated although in some
cases rough estimates could be derived. In sum, the generalized equations

cannot simply be statistically derived; informed judgment is needed as well.

Fortunately, when the objective is to make a prediction, the particular

weights (regression coefficients) used in the equation do not make much
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difference.4 In other words, our predictive success is primarily a function
of the variables which are included and not the weight given to each var-
iabTe. As long as we are confident of the direction of the relationship
between each independent variable included in the equation and the dependent

variable, we have some liberty to alter the regression coefficients.

The actual procedure followed in the construction of generalized predictive
equations is as follows. The mean coefficient for each variable shown to
have a consistent relationship with the dependent variable is used as the
regression coefficient in the generalized equation in most cases. In cases
where an observed coefficient is obviously affected by measurement problems
in one of the communities, the observed coefficient from the other community
is used. The constant for the generalized equation i1s adjusted to meet two
goals. The first goal is to achieve the highest percent of correct individual
classifications on the dependent variable. That is, the equation is used to
predict an individual's membership among two or three dependent variable
categories, depending upon the specific equation. The number of correc£
predictions over the number of possible predictions (the sample size) is
calculated in the case study communities. The constant for the equation is

adjusted where necessary.

The second goal is to obtain a predicted distribution that closely matches
the actual distribution on each dependent variable. The second goal may
conflict with the first in cases where a substantial majority of persons
are a member of one category of the dependent variable. For example, if

only 15 percent of the sample falls in one of two categories on a dependent

4Howard Wainer, "Estimating Coefficients in Linear Models: It Don't
Make No Nevermind," Psychological Bulletin 83 (1976): 213-217.
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variable, then an equation will be 85 percent correct if all individuals
were predicted to fall in the larger category. This is clearly unacceptable
because nothing can be said about the membership of the other category. In
these cases, some of our overall predictive success is sacrificed 1in order
to improve the predicted distribution. This is easily done by adjusting

the constant of the equation.

Since the dependent variable in one analysis often becomes an independent
variable in a subsequent analysis, some generalized equations include pre-
viously predicted personal characteristics rather than simply a series of
observed personal characteristics. As a result, these generalized equations
are predtively less successful than they would be if they were based en-
tirely on observed personal characteristics. For example, 83 percent of
our Fairbanks respondents were correctly classified in terms of direct em-
ployment on the energy project. Seventy-four percent were correctly classi-
fied in regard to indirect employment, which is partially dependent on the
first prediction. Our success in predicting whd receives large income

increases drops further to 67 percent.

The generalized predictive equations can only be used if the variable
coding instructions given in Chapter Six are followed exactly. Of course,
new variables can be added and regression coefficients can be changed on

the basis of further research.
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APPENDIX F
PERSONS CONSULTED FOR THE COMMUNITY CHANGE COMPONENT

Robert D. Booker
Alaska Skill Center, Seward

William Bovy

State of Alaska

Department of Health and Social Services
Public Assistance Division

Mike Brogan
Kenai Borough

Jon Bulwalder
National Bank of Alaska

Susan M. Callan
South Central Health Planning & Development

Keith Campbell
Seward General Hospital

Carolyn Cannara
Kenai Borough School Board

Lynn R. Chase
South Central Health Planning & Development

Bob Childers
Copper Valley Electric Association

Robert Clark
Bristol Bay Area Health Corporation

Susi Collins
Valdez School Board

William Dann .
Norton Sound Regional Health Corporation

Jack and Susan B. English
Seldovia

Larry Farnum
Homer, City Manager

Federal Aviation Administration
Alaska Regional Headquarters



John Friberg
Copper Valley Telephone Company

Neil Fried
Department of Labor Statistics
- Research & Analysis Section

Paul Gallaher
Superintendent of Schools
Kenai Borough

Scott Goldsmith
Institute of Social and Economic Research
University of Alaska

G. Hayden Green
University of Alaska

Nancy Gross
Department of Community & Regional Affairs
State of Alaska

Carolyn Guess
Alaska Public Utilities Commission

Robert Heasley
North Pacific Rim

C. L. Hitchins
Hanscomb Associates-Construction Economists

LToyd Hodson
Alaska Village Electric Cooperative

Lee Huskey
Institute of Social and Economic Research
University of Alaska

Herman Hutchins
Valdez City Schools

John Johnson
Seward, City Manager

John Kelsey
Valdez Dock Company

Kay Koweluk
Community Enterprise Development Corporation



Ken Larsen
Glacier State Utility Company

Mark Lewis
City of Valdez

Arlys Loew
University of Alaska

Larry Lucas
State of Alaska
Department of Highways

Barbara Manley
Manley Transport Terminals, Inc.
Homer

Tom McAlister
Valdez City Engineer

Pete McGhee
U.S. Department of Housing & Urban Development

James Moody
Licensed Bondable Contractor

Helen Nagy
Community Health Representative
Seldovia Native Association

Patrick 0'Brien
General Telephone Company of Alaska

Dean Olson
University of Alaska

David Reaume
State of Alaska
Department of Commerce & Economic Development

Mr. Rhodes
Homer Electric Association

Rick Richter
National Bank of Alaska

Allen E. Robinson
U.S. Department of Housing & Urban Development

Mike Scott
Institute of Social and Economic Research
University of Alaska



Donald Searcy
Alaska Transportation Commission
Air Commerce Division

Darby Shire
- Seward Electric Company

Dave Smith
Seldovia, City Manager

Val Stasch
Valdez Community Hospital

Lois Swin
Homer Chamber of Commerce

Robert Thomas
Department of Labor, Employment Section

Jim Toci
Glacier State Telephone Company

Jack Van den Berg
Jack White Company (Realty)

Ike Waits
Kenai Borough

Walt Ward
Kenai Borough School District

Margaret_R. Wilson
South Central Health Planning & Development

Walter Wood
Valdez Realty





