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For our fathers, John and Anton







There are strange things done in the midnight sun 
By the men who moil for gold; 
The Arctic trails have their secret tales 
That would make your blood run cold…



 


—“The Cremation of Sam McGee,” 
from Songs of a Sourdough by Robert W. Service, 1907
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PROLOGUE

Late on the evening of May 7, 2006, Alaska state representative Pete Kott left the Capitol building and strolled a few blocks through downtown Juneau to the Baranof Hotel. He rode the elevator to the sixth floor and knocked on the door of Suite 604. Kott was anxious to tell his friends the good news.

A retired Air Force captain with a graduate degree in public administration, Kott had served as a Republican representative in the state House for fourteen years. Along the way, in addition to considerable legislative expertise, he’d acquired a drinking problem. After a couple of good gulps of wine, Kott, his eyes twinkling as he smiled, described to his friends—two executives and a consultant for Alaska’s largest oil contractor, VECO Corporation—how his strategy to kill a bill that would raise state taxes on oil companies was coming together. Kott spent the next half-hour bragging about his performance earlier that day. He said he’d “outsmarted the fox” and delivered a “sucker punch.”

“I use ’em and abuse ’em,” Kott said. “Fuck ’em.”

“That was like watching a maestro at work,” one of the men in the room said of Kott’s handiwork on the House floor.

“That’s exactly right,” said Rick Smith, a VECO vice president. “This guy’s pretty good, right? Boy, I’ll tell you what, it’s every, every year, I mean, I’ve been with Pete and coming down to crunch time, he, he makes this shit happen.”

Also present in Suite 604 was VECO founder Bill Allen. An oilman most of his life, Allen was a godfather character in Alaska’s oil patch.  Politically connected, he was in Juneau in 2006 buying influence in the legislature to keep oil taxes favorable for his clients, “the three big boys,” as he referred to them: Exxon Mobil, BP, and Conoco Phillips. Part of that effort involved laying the groundwork in the legislature for an upcoming bill that would lock in taxes for decades on the oil companies in exchange for their promise to build a 3,500-mile natural gas pipeline, estimated to be one of the most expensive private energy projects in U.S. history. The gas pipeline was to be Alaska’s next boom. The state needed it more than ever now that its oil reserves were running dry. Allen needed the pipeline and lower taxes for his clients so that his oil-contracting firm would continue to prosper. Now 70, he wanted to sell the company. A pipeline project on the horizon would boost VECO’s price tag. Allen had the ear of the Alaska oil executives. Some of them rooted him on, turning a blind eye to the bribery.

Allen booked Suite 604 for the 2006 legislative session. It was known as the “Animal House” among legislators, oil lobbyists, and the governor’s top aides, who all routinely dropped in to visit Allen and his sidekick Rick Smith. They called themselves the “Corrupt Bastards Club” after a newspaper column that had accused them of corruption. And like many Republican lawmakers, Kott revered Allen, calling him “Uncle Bill.”

“I had to get ’er done, so I [could] come back here and face this man right here,” said Kott, pointing at Allen. “I had to cheat, steal, beg, borrow, and lie.”

“I own your ass,” Allen responded.1


 



It was such alcohol-laced conversations, many involving legislators in Alaska’s rain-drenched capital, that lent tone, shape, and substance to the state’s largest oil-fueled political scandal, an epic tale of greed and corruption that began a half century ago and continues to play out today. In late August 2006, the FBI secretly persuaded Allen to plead guilty to bribing a slew of state politicians, as well as admit to doing favors for Ted Stevens, the longest-serving U.S. Senate Republican in history. Agents revealed to Allen that they’d accumulated thousands of hours of wiretapped phone calls, along with video surveillance from Suite 604, which included footage of him handing hundred-dollar bills to politicians.  Allen, who allegedly had a penchant for teenage girls, confessed almost immediately when he was picked up, eventually detailing how he used his oil-contracting firm to renovate and expand Stevens’s cabin. Allen confessed to paying more than $240,000 in phony consulting fees to the senator’s son, Ben Stevens, who was president of the Alaska Senate. Allen helped fund extravagant fund-raisers for U.S. Representative Don Young, replete with a pig roast—a nod to Young’s proudly prolific pork barrel spending on Alaska. And in 2006, when the state legislature had Alaska’s future in its hands, Allen admitted to paying off Kott and other key lawmakers to swing crucial votes. At stake was not only whether to increase oil taxes, but whether to provide industry a host of incentives to jump-start construction of a $40 billion natural gas pipeline—a project that could spark a construction boom the likes of which Alaskans hadn’t seen since the 1970s.

The seeds of this tale were planted early in Alaska’s short history as a state, sprouting when the oil industry took root forty years ago and the state’s most prominent politician began his ascent. Senator Ted Stevens became nearly as powerful as Alaska’s lifeblood industry, gaining a national reputation for securing tens of billions of dollars for his home state between 1968 and 2008—the year he lost reelection after being convicted in federal court for failing to document Allen’s renovations to his home, as required of senators on their financial disclosures. Stevens’s and Allen’s careers paralleled the rise of the oil economy, and by the late 1990s they were good friends. They even owned a racehorse together. Stevens was at the height of his power then, holding the purse strings to the federal budget as chair of the Senate Appropriations Committee. Allen asked favors of Stevens, but he mostly helped the senator out of friendship, no doubt influenced to some extent by Stevens’s frequently aired complaint that he’d sacrificed his Harvard law degree to serve the public.

Alaska had been a state for only nine years when oil workers struck the elephant field, Prudhoe Bay, in 1968. Before that, its economic future hinged on logging, mining, fishing, and military bases. But with a suddenly rich oil economy, Alaskans became comfortable and complacent, working for the oil companies at wages far greater than those in the lower forty-eight states, and numerous businesses, both old and new, profited  from the industry. The state planned little for the future, beyond establishing an oil wealth savings account. By 2007 the Alaska Permanent Fund, started three decades earlier, swelled to $40 billion, a piggy bank to get the state by when the oil wells eventually ran dry. But few imagined that day. By the early 1980s, the Permanent Fund yielded annual dividends for every man, woman, and child. Maybe they didn’t approve of their leaders’ close ties to Bill Allen and Big Oil, but they appreciated getting that yearly oil dividend check. (Alaskans don’t pay state income tax or sales tax.) They worried little what the rest of the country thought of Stevens’s funneling home billions of federal dollars or the state’s immense oil wealth.

Leading Alaskans into this trance was a group of old-guard politicians and businessmen who came of age when Alaska was still a territory. They understood the state’s relationship with industry as a business deal: The people of the state owned the oil, and the companies bought leases and paid taxes to develop it. Keeping the crude flowing and the state prospering required a delicate dance of negotiating and hobnobbing with executives from Texas to London. As the years progressed, oil bred a crude culture of business and politics in Alaska, tainted with corruption and the mishandling of resources. Alaskans accepted this as part of doing business. If they turned a blind eye to what their leaders were up to, it was only because some of them didn’t know that it could be done otherwise, and the ones who did were greedy and bloated themselves, living in a northern Neverland, far from the eyes of the rest of the country. The FBI and Justice Department were supposed to change that. But then, it seemed, the Alaska Neverland ethos got to them too. In the end, the feds stood accused of playing as dirty as the people they were investigating—and in some cases, dirtier.

It may well be that things happen in Alaska that wouldn’t happen in states with long histories and established social networks—places where physical magnificence and an excess of natural beauty, set always in nature’s extremes, don’t overwhelm, don’t usurp the senses, senses that otherwise might be used to create stable, well-run communities. Add oil to that mixture, a big, gushing elephant field that brought in billions of dollars so early in the state’s history, and the voices of judicious and honest  Alaskans, of which there are many, were drowned out by other, louder voices. The ones who thought the oil and the money would last forever. The ones who wanted more of everything, and felt it was their God-given right to have it.

 



By the late summer of 2006, FBI agents finally had the evidence they needed to swarm the offices of the Alaska legislature in Anchorage, looking for clues of lawmakers taking bribes and favors from Bill Allen. Those raids would have ramifications that spilled far beyond Alaska’s borders. They would tarnish the reputations of federal agents and prosecutors, the suicide of another, end the career of one of the most important men in the country, and spawn a new leader, a new kind of leader: the wife of a snowmobile racer, a mother of five, a caribou hunter and salmon slayer. Indeed, the timing, as would often be the case for her, was a gift for a former small-town mayor who had just defeated Governor Frank Murkowski in the GOP primary election a week earlier. Sarah Palin was a forty-two-year-old Republican who had been causing a ruckus within her party for the past two years. Out of the ashes of cronyism and corruption, she was born.

The FBI raids seemed to confirm for many Alaskans that Palin—a self-described reformist advocating government transparency—was the real deal, pure and courageous for standing up to those “corrupt bastards” in her party. In contrast to those good old boys, Palin seemed squeaky clean. By then, Palin had divided the Alaska Republican Party, winning over a group of conservative Alaskans who, in retrospect, might have been the first tea partiers of America, and riding on their backs all the way to the governor’s mansion in late 2006.

For a brief moment under her tenure, Alaskans largely came together and were reminded of the idealism around which the state had been formed in the first place. It was an idealism borne out of a philosophy of collective ownership of the state’s oil, which funded nearly 90 percent of state government through taxes, royalties, and fees paid by the oil companies. Some in the past had tried to wrench Alaska away from its corporate dependency, but the fight had proved too difficult. But then Palin swept into office, promising to bring Alaskans back to the days when they loved and respected their state and each other. To bring Alaska back  to its constitution, penned in a time, before the oil boom, when the dream was pure and Alaska-size.

“I will unambiguously, steadfastly, and doggedly guard the interests of this great state as a mother naturally guards her own,” Palin told Alaskans. “Like a nanook defending her cub.”

And she did—until she didn’t anymore.

 



If Alaska had been an abstraction to you before Sarah Palin’s rise to fame, you’ve probably by now seen at least a little of this state—the soaring mountains, the dangerous, choppy seas, the vast stretches of untouched land—but you might not have heard much about Alaska’s relationship to oil. Through reality TV, you’ve seen quirky people in quirky towns talking to the camera about their quirky lives, and you might have thought, “How charming; I must visit.”

It is charming. About 710,000 people, a few more than the population of Washington, D.C., are flung out across an area more than twice the size of Texas. And although its larger cities have many of the amenities of the Lower 48, it’s also its own country, holding to its own values—where perceptions of class are far less entrenched than in the rest of the nation. It simply doesn’t matter what clothes you wear, what kind of car you drive, how big your house is, where you did or didn’t go to school. Alaska has its version of royalty but no blue bloods. In fact, if blue blood is sensed, and the bearers of it are not kicked out, they are made to feel extremely uncomfortable. In old-time Alaska, if you behaved badly enough, you were given what was called a “blue ticket,” a ride on the first steamer south to the West Coast. The blue ticket had nothing to do with blue blood, but surely some recipients were East Coasters, carrying with them their East Coast attitudes and their East Coast values, which simply don’t transfer.

Idyllic mountains, glaciers, choppy seas foaming with salmon: a place that encourages you to be yourself—the real self, the self without entrapments. It is its own country, and being governor of Alaska is like being president of your own country.

But Alaska can also be ingrained and ingrown, and incestuously corrupt. And perhaps more insidious, petty and small-minded, particularly if you were born and raised here and don’t have a window to the world outside—an understanding of how other states evolved and flourished, from modest ambition and hard work, through the necessary stages of maturation. But Alaska skipped much of that, jumping the line. Nine years after statehood, wildcatters found oil at Prudhoe Bay, and the boom was on, the newfound, easy, and oil-drenched prosperity spawning, among other things, an Alaskan kind of wild ambition, built on the belief you can do anything and you can be anything as long as you have the skills that Alaska requires: the ability to endure the midnight sun and winter darkness, to fend for yourself during the booms and busts, to know how to use tarps and duct tape creatively, as well as how to stay warm, handle a shotgun, and deal with big oil companies to keep it all going. And beyond that, why shouldn’t this translate elsewhere, as some Alaskans who haven’t spent much time outside the state believe? If you can be anything you want to be in Alaska, why not in the rest of the country?

 



In the early hours of August 29, 2008, when the networks began announcing that Republican presidential candidate John McCain had chosen as his running mate a young, attractive woman, Alaskans were no less shocked than the rest of the country. We’d known the McCain camp considered Governor Sarah Palin, then 44, earlier in 2008, but we thought her hopes were all but dashed by midsummer. Her ratings, once the highest of any governor in the nation, were dipping in the weeks before McCain made his surprise pick. Her combative relationship with fellow Republicans and the lifeblood oil industry of Alaska had started to take a toll. Meanwhile, Palin was enmeshed in the biggest political scandal of her career, dubbed “Troopergate,” a tawdry family feud that’d spilled over into her administration and spawned a state investigation. Troopergate threatened to soil Palin’s two-year Cinderella story. Then, just as the walls were closing in, McCain, who still saw stardom in Palin, plucked her from the wilderness, her timing, as always, impeccable.

Some of Palin’s more forward thinking Alaskan supporters recognized that a few successes in the forty-ninth state don’t translate easily into the credentials usually thought necessary for being president. But many  thought otherwise. After all, in Alaska, Bill Allen, who grew up as a migrant fruit picker, could become a political kingmaker. In Alaska, that same person could rub shoulders with leaders of some of the most powerful companies in the world. In Alaska, that person could befriend one of the most powerful men in the country, Senator Ted Stevens. In Alaska, a small-town mayor who went to five colleges and couldn’t name what she read could charm a whole state, become governor, and extract billions of dollars from oil companies, and then just quit her job, without seemingly a second thought.

And why not, when you’re in a state that’s so much about a state of mind? Always in the process of becoming, not yet arriving. A state in a state of adolescence, still very much finding its way.

This book is an attempt to capture that state of mind, as well as trace the political and economic forces that have acted on the fifty-two-year-old state of Alaska, as it continues the struggle to shape its identity. It’s the story of the rise and fall of Ted Stevens and Bill Allen, two of the biggest characters in a state full of big characters. They helped make Alaska and, each in his own way, helped pave the way for Sarah Palin to come into and then exit the country. It’s the story of Alaska coming of age, all of its big hopes and dreams paid for by oil, a finite resource.






PART I

THE GOOD OLD BOYS





CHAPTER 1

They Built a Dream, and Others Drilled It


Soon oil would rule Alaska. Soon the sheen of oil would spread through this frontier so widely that without it, Alaska’s future would become unimaginable. Crude would make everything that was about to happen to Alaska possible: wealth and corruption, growth and environmental degradation, soaring hopes and fading dreams. Alaska’s best known leaders—Sarah Palin and Ted Stevens—were born out of oil, as was the lesser known Bill Allen, who was nonetheless as influential as any leader in Alaska. Eventually Alaska’s oil would spread throughout the country, helping to fuel America, to supply energy to a growing populace. And it would help energize an emerging party led by a small-town Alaska mayor, who had an Alaska-size confidence in her ability to lead America.

All of this would have been unimaginable back in the winter of 1955–1956. Oil wasn’t much on the minds of the delegates who met in the student union at the University of Alaska in Fairbanks to pen a constitution for a state that did not yet exist. Alaska was still a U.S. territory managed by the federal government. Many residents sought self-determination—statehood—and had embarked on a peaceful and popular uprising against the federal government to take control of the vast hinterland they called home. Drafting a state constitution was a first step toward realizing the dream; the U.S. Congress and the president would have final say on whether Alaska became a state. But that would come later. First, Alaskans, most of them anyway, wanted to prove to the  rest of the country they were reasonable and capable enough to write their own founding rules of the land. And so the territory chose fifty-five representatives to ponder and debate how Alaska, as a state, would be formed and structured. The delegates came from the far corners of a land that stretches 1,400 miles from top to bottom, 2,400 miles from one side to the other—an area almost a fifth the size of the lower forty-eight states—so big that if Alaska is superimposed on a map of the continental United States, it stretches from the Canadian border to the Gulf of Mexico, from the Atlantic to the Pacific.

At the time of the constitutional convention, about 208,000 people called Alaska home. Delegates hailed from the urban centers of Anchorage, Juneau, and Fairbanks, as well as the small towns and villages, places with names like Kotzebue, Ketchikan, and Homer. They carried with them the smell of asphalt and pine, wood smoke, whale blubber and seal oil, of the hard, barren north and of soggy rain forests and little cabins in the middle of a vast wilderness. Some came out of that Alaska wilderness and traveled long distances by boat to reach the territory’s few roads, where they then could jump in cars and trucks to make the last leg of the journey. Some carpooled. One delegate hitchhiked. They were businesspeople, lawyers, miners, fishermen and homemakers, and eccentric sourdoughs. Among the fifty-five were six women and one Alaska Native, the mayor of the Tlingit village of Kla-wock in southeastern Alaska.

The delegates huddled for seventy-five days in what is now called Constitution Hall at the University of Alaska in Fairbanks to realize a dream akin to creating a new country: a new state, free to elect its own officials, free to manage its resources—fish, minerals, wildlife, and oil—and free to organize and live by its own rules. This constitution would be based on the people’s needs and on other constitutions that had come before it. Most of the drafters were Democrats. A few were Republicans. Politics, though, was put aside for the sake of the larger purpose. Many still say this represented Alaska’s finest hour, before the big oil strike.

At the time, a few believed that vast oil reserves would be found someday and somewhere in the 586,412 square miles that made up the  territory, or off its 6,640 miles of coastline, much of which, both onshore and off, still hadn’t been explored. There had been sightings of black stuff, including up north in the Arctic, where early explorers took note of how it created sparkling rainbow sheens on lakes. They found tarry mud that trapped caribou in their tracks, and met resident Eskimos who burned scraps of the oil-soaked tundra for fuel. Many of these reports came from a vast area, flat as the moon, called the North Slope, a misnomer if ever there was one. Back before oil was discovered and big machines marched across the tundra, nothing diverted the eye from the flatness save the herds of thousands of caribou that migrated across parts of the North Slope. Today the oil workers up there like to say with a straight face that there’s a woman behind every tree, and then laugh when you look around. In the summer, a line of clouds in the distance can lead you to believe that the person who designed this swath of barren landscape had humanity enough to put a city within reach. And then you look again and curse the designer for being a trickster. In the winter, this is a frozen apocalypse. Even if there was oil, who would be crazy enough to try to get it out?

At the time of the constitutional convention, Alaskans were more concerned about fishing and minerals, controlled by alleged robber barons and Outside corporations (yes, “Outside,” with a capital “O”—that’s how Alaskans refer to anybody who doesn’t live in their state), and a federal government proving increasingly incompetent in managing the huge territory and its rich resources. Having little say in how territorial lands were divided and developed, Alaskans wanted to take control of the resources in the territory that were comprised of more than 98 percent federal land. As it was, if oil was found, or for that matter, gold or other minerals, the feds had control of the development, including land leasing and royalties.

The drafters of the state constitution called for managing resources in the interests of the people. They had a particular concern for fish traps, of all things. Alaskans depended on fishing to keep their state afloat, and a battle had been brewing for years over canneries and fishing companies wreaking havoc on what was supposed to be a sustainable industry. Commercial fishing was big business for Alaska, and Outside canneries  had deployed the traps, jeopardizing the prized salmon fishery. Fish traps would be banned.

For all of the optimism and hope, though, many Alaskans saw a different path to independence. Some wanted to secede from the United States and form their own country. (Later they would form their own party—the Alaska Independence Party—the party Todd Palin once belonged to and Sarah Palin respected.) But the real fight came nationally. A coalition of Democrats and Republicans couldn’t see Alaska’s potential, and thought that the state would forever be a ward of the federal government, with a small population unable to pay its share of taxes in exchange for the huge influx of federal dollars that would be needed to develop and sustain Alaska. Partisan politics too played into the debate. Alaska’s lone territorial delegate to Congress, Bob Bartlett, was a Democrat. So was its territorial governor, Ernest Gruening. The Republicans had a weak majority in Congress, a majority they might lose if Alaska became a state. Another group, southern Dixiecrats, didn’t like the idea, either. Alaska Democrats, they thought, were the wrong kind of Democrats—the kind who supported civil rights.

Corporations that made fortunes from Alaska’s minerals and fisheries were also nervous about the call to make Alaska a state. At the constitutional convention, there was a steady cry over how Outside businesses had no interest in Alaska’s future, how they couldn’t be trusted as good corporate neighbors, and how Alaska as a state would inevitably face conflict over managing resources that would require private enterprise to develop. Alaska, as a state with only a couple hundred thousand people, would need to raise tax revenue, and an obvious way was leasing and taxing the development of minerals or oil or timber on state land. But generating interest in such development would demand negotiations with the very companies that extracted the resources and policy decisions from a citizen-elected legislature. As some developing countries have learned, a government’s short-term desire to make money can lead to the destruction of resources, with nothing left to show for it. At the convention, Bob Bartlett, the territorial delegate to Congress, warned of not only exploitation but a corporate lockup of Alaska’s riches, foreshadowing the state’s future in many ways: 
Two very real dangers are present. The first, and most obvious, danger is that of exploitation under the thin disguise of development. The taking of Alaska’s mineral resources without leaving some reasonable return for the support of Alaska governmental services . . . The second danger is that outside interests, determined to stifle any development in Alaska which might compete with their activities elsewhere, will attempt to acquire great areas of Alaska’s public lands in order not to develop them until such time as, in their omnipotence and the pursuance of their own interests, they see fit.1






Alaskans’ efforts so strongly resembled creating a new country that the number of delegates chosen for the Alaska constitutional gathering mimicked the fifty-five-member Philadelphia Constitutional Convention of 1787. A world away from Philadelphia, Alaskans could have met in the breathtaking territorial capital of Juneau, a town hugging the steep mountains and rain forests in the Alaska panhandle. Or they could have convened in Anchorage, a town in the south-central part of the territory that was still finding its purpose but at least had a few decent restaurants. Instead, they chose cold, isolated Fairbanks, in order to avoid the distraction of the lobbyists and politicians in Juneau and Anchorage. And they thought that a university set the appropriate tone.2 They certainly didn’t choose Fairbanks for the town’s physical appeal or weather.

Fairbanks rises amid the hills and domes in the heart of Alaska, which Alaskans call the “Interior.” Rugged individuals who relocate to Fairbanks develop a “nostalgia that knows no cure,” as Thomas Arthur Rickard wrote in Through the Yukon and Alaska, “forever yearning for the boundless horizon, the untainted oxygen, and the perfect emancipation of life on the far outposts of empire.”3 On the far outposts indeed; even today for many Alaskans, Fairbanks holds its own mystique. In the short summer, temperatures can cook past 90 degrees. The town is a northern Alice in Wonderland, with huge vegetables and flowers that bloom in neon colors. Everything is alive under the nearly unsetting subarctic sun, and the town goes dizzy and crazy. But Fairbanks really comes into itself in the winter, when it gets so cold that the very air freezes, blanketing the  city in ice fog. Metal on metal groans and tires freeze flat against the ground. The sun is only an idea, appearing on the horizon just long enough to remind residents that it’s keeping company with others in some distant warm place before winking and leaving the landscape to the spirits of a shivering darkness. When the constitutional convention opened, the temperature was 16 below, a warm winter day. Just before midnight one evening, the chair of the convention interrupted a heated floor debate to say that “the temperature is now about 40-below, and if the delegates have their cars out there, they probably should start them in order that they will start.”4


This clearly was not Philadelphia. The town of Fairbanks had never attracted many civic and aesthetically minded folks. The early settlers of Fairbanks, and to a certain extent the rest of Alaska, cared little about churches and community centers and well maintained yards. The European artisans who carved faces into rock, who made the bricks and lovingly put them into the mortar, the ones who carved mottos into the marble of Midwestern courthouses, tended to stay far away from Alaska, or they quickly succumbed to the realities of near Arctic construction. Generally people settle for utility over beauty.

Nonetheless, the constitution that came out of this town was beautiful. Learning from what other states had done wrong, Alaska hoped to have the best government of any state in the country. And perhaps the biggest idea this constitution incorporated, the biggest, most audacious idea of all, came right out of a philosophy that had at the time captured the imaginations of many in the rest of the world: collective ownership. The framers of the constitution wrote that when the territory became a state and Alaska got more than 100 million acres that had been in federal hands, the natural resources on it and under it would belong to all Alaskans. Not to those who happened to have lucked out on a plot of land. Not to those who bought up acreage on speculation. Not to oil scouts or gold prospectors or fishing moguls. No. In Alaska the state would own and manage much of the resource wealth, and elected leaders would ensure that the wealth went to benefit the people, spawning a socialistic streak that would run through the fabric of the state.

On February 6, 1956, more than 1,000 people showed up in Fairbanks to watch the constitutional delegates sign the final draft of their 14,400-word document and to hear one of the final resolutions read aloud. It was entitled “You Are Alaska’s Children” and it went like this:5
We bequeath to you a state that will be glorious in her achievements, a homeland filled with opportunities for living, a land where you can worship and pray, a country where ambitions will be bright and real, an Alaska that will grow with you as you grow. We trust you; you are our future. We ask you to take tomorrow and dream; we know that you will see visions we do not see. We are certain that in capturing today for you, you can plan and build. Take our constitution and study it, work with it in your classrooms, understand its meaning and the facts within it. Help others to love and appreciate it.





After the constitution was written and voters approved it, the state sent emissaries to Washington, D.C. A New York Times article said some of the more fervent statehood supporters threatened to start another party if Congress didn’t support their cause. They’d call it the “Tea Party” and they would “stage the equivalent of the ‘Boston Tea Party,’ to dramatize Alaska’s plight.” The party never emerged, but the battle over statehood rippled through the Beltway in the late 1950s. One of the men leading the charge on behalf of Alaskans was Ted Stevens.6


 



In 2006 on a cold December afternoon in Fairbanks, just down the street from where the constitution was drafted fifty years earlier, one of Alaska’s children would take the oath of office to become the first female and the youngest governor ever to swear to uphold the Alaska constitution. She had done what the founders beseeched Alaskans to do. Governor Sarah Palin promised to represent a new era, with a new generation taking the reins of a state that had lost much of its earlier dream and vision. The events leading up to Palin’s inauguration confirmed, in many ways, the fears of those idealistic souls who had made Alaska a state. From political corruption to oil-fueled spending sprees to a culture openly dependent on the federal government, Alaskans in 2006 had found themselves  at a crossroads. The charismatic Palin sensed an opportunity to hark back to a time when Alaska believed it could champion its own destiny and wrestle control from the corporations and the federal government. Nearly 5,000 Alaskans gathered to watch Palin be sworn in. Two former governors, Republican Wally Hickel and Democrat Bill Sheffield, were there. Outgoing governor Frank Murkowski skipped the events. By then, his name had been sullied by political blunders and a corruption scandal, including allegations that he’d sold out Alaska to Big Oil. Four surviving delegates of the Alaska constitutional convention—Seaborn Buckalew, Jack Coghill, Vic Fischer, and George Sundborg—were there; with them was Katie Hurley, who’d served as chief clerk of the convention. She was from Wasilla and knew more about Palin than the other dignitaries did, but she nonetheless applauded with them.

Palin had spent much of her gubernatorial campaign in 2006 talking about Alaska’s constitution, about how the resources belonged to all the people and how she was going to make sure that Alaskans got “our fair share” of the wealth—mostly the oil and natural gas under lease by multinational oil companies, which, as Bartlett had warned, were developing it as they saw fit.

“It’s eerily prophetic,” Palin told the crowd. “Today we stand on the threshold of a new frontier, and these pioneers still speak to us from the past.”7


At the time Palin styled her hair in a schoolmarmish bun; her makeup was light, her suits off the rack. What the crowd saw was a humble, attractive Alaska servant. They roared, “Sarah! Sarah! Sarah!” How could they not love this bright, fresh face? The woman who promised to bring Alaskans back to the days when they loved and respected their state and each other. To bring Alaska back to that constitution, penned in a time, before oil, when the dream was pure and Alaska-size. Alaskans didn’t know much about Palin, except that when she smiled, she seemed to smile at everyone, no matter their politics, background, or occupation. Her smile lit up Alaska. She promised a bold new way, one that would try to wrestle power back from the oil companies and “good old boy” politicians that had come before her. And it worked, for a while.

There on the podium with her was five-year-old Piper, her youngest child, princess for the day, wearing a tiara. And there were Bristol and Track and Willow and her husband, Todd. “I will unambiguously, steadfastly and doggedly guard the interests of this great state as a mother naturally guards her own,” Palin said. “Like a nanook defending her cub.”

 



Alaska had begun a radical transformation even before statehood, though hardly anyone noticed at the time. In 1957, during the heat of the statehood battle, an oil find—not a huge one but sizable enough—was made on Alaska’s Kenai Peninsula not far from Anchorage. Additional exploration over the next few years revealed more oil and natural gas in the area, as well as offshore beneath the muddy waters of Cook Inlet. Oil wasn’t the only reason the territory became a state, but for those who doubted whether Alaska had a fighting chance of supporting itself, the oil discoveries of the late 1950s showed the new state had promise. On July 7, 1958, after years of congressional wrangling, President Dwight Eisenhower signed the Alaska Statehood Act, and the Last Frontier officially joined the Union six months later. The new state took ownership of 104 million acres—an area larger than California—that had been managed by the feds. Among the tracts the state picked up were large swaths of the North Slope, some 2 million potentially oil-rich acres between the Beaufort Sea and the Brooks Range, including an area called Prudhoe Bay. It was here, nine years later, that Alaska’s future would be found.

 



In late 1967, a crew of frustrated wildcatters was about to give up looking for oil at Prudhoe Bay. They were drilling for the Atlantic Richfield Company—ARCO, as it was called—and Humble Oil, now Exxon. Other wells sunk on the North Slope had turned up dry, and this was their “last shot,” as Bob Anderson, chairman of ARCO at the time, said.8 It was 45 below on the day the drill bit broke the frozen ground and continued down through the permafrost. Deep into the cold earth went the drilling pipe, slowing when it encountered each new layer of rock. Sometimes a geologist would halt the operation and sample the rock and debris that rose out of the hole. At about 1,000 feet, large pieces of wood, about 42,000 years old, began to come up—tamarack, it was later  revealed.9 At 3,300 feet, geologists began getting excited. The rocks were showing traces of crude when examined under fluorescent lights but weren’t porous enough to hold large amounts of oil. The drilling continued deeper toward the scent of oil.

At 5,335 feet, an ARCO geologist later wrote, the mood began to feel like a “hot streak at the craps or blackjack tables at Las Vegas.”10 The drillers crossed into siltstone, a good sign. Then, at 8,000 feet, a stream of natural gas erupted out of the hole “with a roar that was something like the rumble of a jet plane overhead that you could not only hear but feel through your feet.” Finally down further, there was oil, flowing heavy and thick. A second well showed much the same. It was an elephant field.

Prudhoe Bay turned out to hold more than 13 billion barrels of recoverable oil, making it the biggest oil find in North America and the eighteenth-largest discovery in the world. Almost overnight, oil made Alaska the Saudi Arabia of the north—America’s oil province. And it would undergo a boom the likes of which America hadn’t seen since the Klondike gold rush. What a decade ago had been a territory of a couple hundred thousand people was now on the verge of a new beginning, and soon the state would lease more tracts at Prudhoe Bay as the oil companies that already had a foothold on the North Slope were frantically scrambling to size up the reservoir before they invested in more acreage.

Soon the slope was overrun with drilling rigs and steel, trucks and pipes, bulldozers and fuel tanks, tents and teams of excited, eager men. Thousands of pounds of machinery, supplies, and cargo containers came north by flotilla. The scene around the Fairbanks airport resembled a “wartime staging area,” a reporter wrote.11 British Petroleum chartered five Hercules C-130s—the forty-foot cargo planes big enough to swallow tractors and trucks—costing $250,000 each a month to operate. It took 250 to 300 trips by the Hercules to supply a drilling outfit.12


The companies guarded what they found on the North Slope like military secrets. Security guards and fences popped up. Dogs prowled the area. Fortunes were at stake, and the state was filled with stories of intrigue and espionage, of oilmen bribing janitors to dig through the trash of other companies in search of geological notes that might provide an edge on where the crude was hiding under Prudhoe Bay. Planes went on  scouting missions. Women, it was said, were hired to seduce men in the know. Oil executives from competing companies, it was rumored, dressed like roustabouts and infiltrated worksites. Alaska had turned into the setting for a spy novel.13


In September 1969, the state held the biggest oil lease sale in its short history. It was a monumental event that unequivocally consummated Alaska’s marriage to Big Oil. The sale happened in Anchorage, a town still in the making when the oilmen arrived en masse. The largest-ever recorded earthquake in North America had crumpled Anchorage and other parts of the state only five years earlier. The city was still rebuilding, and now felt the oil boom knocking at its door. The oilmen from Texas, Oklahoma, and other states arrived in Anchorage on private jets to bid for leases on the slope. They were greeted by a security detail of twelve Alaska state troopers, three fire marshals, and a handful of cops.14 They rented out entire floors of the few hotels in town. During the day, they huddled over notes and graphs, making final preparations on how much they would bid and on what tracts of land. At night they saddled up to the bar at the Petroleum Club, which opened in the 1950s in downtown Anchorage, straining their necks to listen in on the conversations of their peers around them.

On bid day, September 10, 1969, doors to the Sydney Laurence Theatre in downtown Anchorage opened at 7:00 AM. Hundreds of people rushed in, some to deposit their bids, others to grab a front row seat. Soon all 700 seats were taken. Alaska didn’t have fancy houses. Cans of KLIM powdered milk and freezers packed with salmon and moose were common in households, and many in the state still lacked running water. The fashions were dated. There were no opera houses. But what Alaskans did have was a bard. Larry Allan Beck had started reciting Robert Service poems when he was a four-year-old living in Oregon, where he made twenty-five cents a day performing for loggers. He began his career in Alaska in 1967. He dropped out of law school to recite Service and his own poems in a thick, faux Scottish brogue, channeling the voice of old mining prospectors to tourists and civic groups all across the state. Soon he took his Alaska vaudevillian act on the road and traveled across America. In part because of his success, and in part because  he was the most optimistic man most had ever met, Alaska’s governor in 1971 ordained him, “Alaska’s ambassador of goodwill.” The last time someone asked, he said that he probably recited “The Cremation of Sam McGee” 10,000 times.15


But the question was put to him during his later years, when he was tired and broke. On the day of the big oil lease sale in 1969, he was young and fresh, and excited to be dressed as an old sourdough gold prospector. This was his most important audience to date, and he wrote his own poem to recite to the oilmen:

From the Brooks Range to the ocean 
With its capes and coves and isles 
There is mighty little motion 
Only miles and miles and miles16






That was about to change. Soon there would be lots of motion, and oil executives salivated at the thought. They were the wild men of industry. They smoked, they drank, they had rough hands, and they swore. But they were well traveled. They flew to distant lands to seduce developing governments into allowing them to develop oil fields. They knew what was required in such situations. They clapped politely for the bard. They stood and took off their hats when the first chords struck, announcing the beginning of the Alaska state song, just as they did, no doubt, during rituals in Middle Eastern countries or during ceremonies in African nations that involved feathers and drums, during a dance where men wear skirts and where the oilmen were expected to shimmy along with them.



Eight stars of gold on a field of blue, 
Alaska’s flag, may it mean to you, 
The blue of the sea, the evening sky, 
The mountain lakes and the flowers nearby, 
The gold of the early sourdough’s dreams, 
The precious gold of the hills and streams, 
The brilliant stars in the northern sky,  
The “Bear,” the “Dipper,” and shining high, 
The great North Star with its steady light, 
O’er land and sea a beacon bright, 
Alaska’s flag to Alaskans dear, 
The simple flag of a last frontier.17




It wasn’t until after 10:30 AM that Alaska’s commissioner overseeing natural resources began to call out the bids, sparking collective gasps from the audience. British Petroleum, partnering with Gulf Oil, bid $97 million on six parcels; Phillips Petroleum bid more than $72 million for just one tract, or $28,233 per acre, the highest per acre in U.S. history. Another consortium of five companies plunked down $270 million for tracts.18 The Alaska state budget for 1969 was around $100 million. But on that early fall day, the oilmen spent more than $900 million on leases—the equivalent of about $5.5 billion today. Thomas E. Kelly, Alaska’s commissioner of natural resources, declared bids that day set a world record for a competitive oil lease sale.19 The stage was set now for a new era in Alaska politics, for the state’s leaders now had money in their pockets to spend—or save—or invest. Those decisions would unfold in the coming years, though everybody knew the significance of what had just occurred in that Anchorage theater.

The next day, an editorial in the Anchorage Daily News channeled Bob Bartlett’s wisdom of fourteen years earlier, reminding Alaskans that with great wealth comes great responsibility: “Whether it will turn out to be not ‘Alaska’s Biggest Day since Statehood’ but rather her ‘Greatest Day,’ will depend on how the state meets the challenge of overnight affluence.” Will the state “dissipate this bonanza” in runaway spending, or “keep its cool” and develop a “prudent long-term program?”20


 



Oil was very much on the minds of the thousands who came to watch Palin take her oath of office, a half century after those pioneers met at Constitution Hall. In 2006 much was at stake in Alaska. The oil fields were drying up. Political parties were fractured. The corruption was now public, thanks to a massive FBI investigation. Palin promised another future, another boom. She promised clean government and a fresh start.  She bubbled with frontier enthusiasm. “At the start of the convention,” Palin said, harking back to those heady days when the constitution was being drafted, “delegate Bob Bartlett saw two distinct futures for Alaska: One of wise resource development leading to wealth and industry. One of servitude, stemming from loss of control over our resources, that leads to despair.”

“America is looking for answers,” Palin continued. “She’s looking for a new direction. The world is looking for a light. That light can come from America’s great North Star, it can come from Alaska.”21


Alaskans had no idea what Palin meant. They had no idea that she was practicing on them, and no idea that when she was done practicing, she would leave them for a bigger political stage. They had no inkling that she would leave Alaska fractured and confused, without a clear future, wondering where that light went.






CHAPTER 2

A Small Man and a Big Pipeline


Alaska, especially in its early years, was a state where you could leave your mark, literally ensuring yourself a place in the history books. If you weren’t an oilman, cannery owner, gold mine operator, or bottom-feeder—occupations that could make a man rich in Alaska—you still could pursue the priceless commodity of power, even (or especially) if you rose from humble beginnings, as Ted Stevens did. He held his Senate seat on his own for forty years, making him the longest-serving Senate Republican in U.S. history. Alaskans called him “Uncle Ted.” Tenacious and witty, hardheaded but sentimental, Stevens possessed an endearing quality that was remarkably nonpolitical when he finally became U.S. senator. He was genuinely driven to help his fellow Alaskans. Oil may have been the cordwood that ignited Alaska’s economy, but Stevens was the man who tended to the fire and helped it grow. He was better known among longtime Alaskans for what he did—not what he stood for, even though his extraordinary career later was tainted by helping friends. If Stevens was doing good for the state, that was all that mattered. Alaskans overwhelmingly supported this adage, or least paid homage to it, for if you were not on his side, you risked falling out of favor with Uncle Ted. And for some, that could mean losing a career, missing a lucrative contract, or being sent back to Outside.

Theodore Fulton Stevens was born in Indianapolis during the roaring 1920s. He was six years old when the good times came to an abrupt halt  on October 29, 1929. Things got bad for his family. His father lost his eyesight during the Depression. His parents divorced. He and his father and three siblings moved from Chicago back to his hometown, Indianapolis, to live with his paternal grandparents, where he helped support his blind father and a mentally challenged cousin by hawking newspapers on the street.1


When his grandfather died, he was sent to live with his aunt and uncle in sunny Southern California. In Manhattan Beach Stevens was able to relax, with the help of a happy-go-lucky uncle, Walter, whom Stevens adored. His uncle had become an inventor after fighting in World War I. According to Stevens, he invented the waffle iron and the sandwich toaster but didn’t fill out the proper patent paperwork. He ended up not only losing his patents but having to pay a fine for criminal patent infringement. “Or something like that,” Stevens told a friend later. Walter lost a million dollars, Stevens said, right around the time of the 1929 crash. He then decided to move to California. “He moved to the beach and said, ‘Hell with it, I’m going to enjoy life.’” And he taught his young nephew to enjoy life too.2 Stevens bought a 1931 Pontiac convertible and a surfboard. He and his best friend, Russell Green—who bought the famous Simi Winery in Healdsburg, California, in the 1970s—spent the last years of Stevens’s childhood running through the sand and riding the waves.3 Until 2008, when he left his job under a cloud of suspicion, the surfboard stood in Ted Stevens’s Senate office in Washington.

During World War II, Stevens flew transport planes to support military aviation legend Claire Lee Chennault’s Flying Tigers and Chinese forces fighting the Japanese. He wanted to fly fighter planes in combat but never got the chance because someone in his graduating class booed the “goddamn” colonel who gave the graduation speech.4 Still, he earned the Air Medal and Distinguished Flying Cross. He loved aviation and continued flying throughout his life. He’d go on to ensure that Alaska, which depended on planes to connect the more than 220 villages, cities, and towns in what is still a mostly roadless state, had airstrips and runway lights and the latest aviation technology. After the war, Stevens earned a political science degree from UCLA and a law degree from Harvard law school. Then he moved to Washington, D.C., to work for a law firm,  where he was assigned as legal counsel to Alaska’s only coal mine, which at the time was trying to land a supply contract with the military.5 He volunteered to work for Dwight D. Eisenhower’s presidential campaign. And when Ike won in 1952, the first Republican to occupy the White House in twenty years since Herbert Hoover, Ted Stevens hoped he would land a job in the U.S. Department of Interior. But the job fell through. His legal work for the Alaska coal mine company, however, presented a new direction for the young lawyer. Mine owner Emil Usibelli’s attorney hired Stevens into his Fairbanks firm.6 A newlywed, Stevens took it, later saying that he and his wife, Ann, were “two kids with no money”—he needed a job and Alaska was an adventure. It was also a place to leave a mark, which he didn’t waste any time doing.7


In 1953 Stevens borrowed $600, and he and Ann headed up the bumpy Alaska Highway in their overloaded Buick. Even though he would make his way back to Washington, where he would eventually become third in line to the presidency, he never left Alaska. Within six months of arriving in Alaska, he was appointed as U.S. Attorney in Fairbanks, much to the dismay of the legal community, which viewed him as a carpetbagger. A diminutive man, Stevens crushed crime throughout the town. Legend had it that he went with the Fairbanks police on gambling and prostitution busts, crashing down doors, armed with a revolver. He had a ferocious temper and soon had a mission: to help Alaskans realize statehood. Just weeks after the constitutional convention, a friend of his helped him land a job where he had hoped to work before coming to Alaska—the U.S. Department of Interior, an influential agency that oversaw much of the natural resource development of the nation. As the agency’s legislative counsel, he worked under newly appointed Interior secretary Fred Seaton.

Both men shared a dream of seeing Alaska become a state, and Stevens was given free rein to lobby for Alaska’s goal at the federal level, earning the moniker “Mr. Alaska.” Part of that effort involved lobbying congressmen and senators, even though there were rules against his doing so as an employee of the Interior Department. Stevens and his staff studied the lawmakers and created a punch card for each, listing, as Stevens recalled, whether “they were Rotarians or Kiwanians or Catholics or  Baptists, and veterans or loggers—the whole thing.” Then they tracked down Alaskans with the same religious affiliations or interests and brought them to Washington to talk to the lawmakers. They also planted editorials in newspapers to turn up “the heat” on those senators who were on the fence.8


 



Party identification in Alaska had little, if anything, to do with national affairs. While the Vietnam War waged, while students protested, while the civil rights movement marched, while cities burned, Alaska was mostly interested in what was going on within its own borders. And in Alaska by the early 1960s the glow of statehood had started to dim and the real business of acting like a state was at hand. Republicans charged that the Democrats, who were in power in Alaska, were holding back development. Alaska still only had one major highway, and the state relied on the federal government for its bread and butter. Democratic leaders in the state legislature spent their time fighting over power. In the majority for so long, they had become complacent. But that was nothing compared to what was going on with the state’s U.S. senators, former territorial governor Ernest Gruening and former territorial representative Bob Bartlett. Once the best of friends, they began to grow distant by the 1960s.9


Gruening, appointed by President Franklin Roosevelt as Alaska’s territorial governor in 1939, came to the state with lofty goals befitting someone with a lofty background. Born in New York City to a noted physician, Gruening was raised in the city and went to private schools before earning a medical degree from Harvard University. Instead of practicing medicine, though, he went into journalism—which, unlike medicine, he had a passion for—and eventually rose to editor of The Nation, where he enlisted such writers as H. L. Mencken, Sherwood Anderson, and Theodore Dreiser.
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