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Pending Resea rch Proposals 

The following list is a summary of ,geneiral research areas and needs 
identified in the consultant's: r eports to date. Hopefully, 
you and Clark can prioritize the proposals, assign them among 
the participating agencies and interests, and organize and 
coordinate staff efforts at drawing up more specific work plans. 
The s ubjects which I feel are most critical are identified by 
an asterisk. 

General 

Who 

Staff 1 

Subject 

•On-going list of specific 
suggestions for the 
enabling legislation 
which are presently buried i n their 

~ ~ r~or~ . ~;J '~- -4--7J·. 
Markets and Economi;§9--- - &..,....-t .,.,.(// ~ - ~-/Ii 

Who 

ISER 

Subj ect '-"••~ /J 
•St udy the capital availability 
gap in Alaska. What are the capit1\l 
flows: loar.s by economic sector 
and geographical location; 
loan applications both denied 
and granted). (BD p. 15) (AT p.29)2 

1.. Staff includes convnittee staff, DPD:l-1 staff and legislative 
aff airs. 

2. BD is Bel don Daniels ' r eport, AT ls Arlon Tussing report. 
Page citations ar e included. 



ISER 

ADL, ISER 

ISER 

ISER, Legislative Affairs 

* Study the capability of the 
Alaskan economy to absorb the 
capital supplied by the 
Alaska Permanent Fund. Also 
what is the relative . sensitivity 
of various enterprises to capital 
availablity vs. information vs . 
natural resource availibility 
or quality vs. labor force quality 
vs. transporation vs. communication 
vs. energy costs vs. 
institutional environment, etc. 
(AT p. 4). 

This proposal should be coordinated 
with the above proposal. Study the 
possiblilties which exist 
for primary, value added industrial 
activities in Alaska which can 
produce goods at competitive 
cost, and methodologies which 
are available for deciding 1) 
What are the underlying goods 
-market or financial-
market reasons for t he lack of 
private c~pital , 2) if they can 
be overcome through either 
alteration of the price 
(interest rate) or availability 
(terms) of money, and 3) the net 
benefit of such alteration. 
(BD p.11) (AT p.31) 

For various scenarios of the 
expansion of different industries 
in Alaska, analyze the 
growth implications on State 
government and the economy . 
(A'£ p. 35) 

Study the income effects of 
Alaska Inc. Study empirically 
the effects of s pending 
the $900 million f rom 
Prudhoe Bay. Study 
the Salmon/Bottom Fishery 
(like Delta Barley). 

Fiscal Planning and Coordination With the Rest of State 
Government -- ---- --- ---- --

Who 

Staff, D&M 

Subject 

*Combine short-and long­
term revenue projections 
(Revenue) and expenditur e 



B&M, CED, 
DPDP 

Tussiug 

projections (B&M), estimate 
the size of the surplus, 
and analyze thH 
implications for State spending 
and the Permamemt Fund. 

and 

* tudy State loan programs 
and tie-in to Permanent Fund, 
and compare with SBA and. EDA 
programs in Alaska. (AT p . 35) 

*Develop appropriate contribution 
formula to PerDtanent Fund to 
smooth the grmYth of the General 
Fund. (AT p. 32) '~ ~ ~~'67: 

Criteria and Constraints <..-:~ v1~ 
-?'..,.. --r ._ \ <.. 

Who 

Staff 

Daniels 

Accountability 

Who 

CRA 

DPDP Contract 

Structure 

Who 

Danie ls 3 

' <o /'~ l 
Subject ~,; ~ 

*Develop loan crit eria which~ G~ 
embody the goals chosen ~-f-
f or the fund by the Legislature. 

\ 

~'<. WI~' I *Study dual accounting and 

1 ~ a1PJJ(jJ socioecouomic annual 
~'1Jli.S ,i.-:- >re}.)i ~ report-i. e. , per·formance 

~ 1 • evaluation criteria based on 
criteria and goals. 
(BD p. 6:n 

l. Refine proposal to create: 

Technology De velopment Corporation 

Intermediate and Long-term 
Financing Arrency 



Community Development Finance 
Corporation 

Central Development Bank 

2. Decentralization Question for · 
above. 

r __ 3. General Diseussion of 
Accountability in organizations 
around the world. 

3. We un1erstand Beldon is doing these -three tasLs . 



TO: F'ran Ulmer, Dona Lehr , . Tom Singer of DPDP 

FROM: J'ohn Moll enkopf 

CONCERNING: 
.. .. 

Reactions to Tussing, Daniels Presentations to 
Special Committee on the Permanent Fund . 

' " . . ........ ~ 

·:--- .... --
·'Tht. two consul tant s to t he Special Committee on the 

Permanent Fund concentrated their testimony on the difficulties 
whi ch face any State attempt to guide the economy's development, 
particularly when the attempt is made through capital sub~;idies. 
They stressed that the APF's most effective role will be to 
conserve the State's nest egg . They therefore argued that the 
APF shoul d be organized in a conservative manner which would aim 
it at wealth management/conservation rather than such goals as 
economic diversification or enhanced Alaskan ownership (both 
.of which are contained in the l anguage of the APP constitutional 
amendment . ) 

It :;.s my belief, however, that tlwse two consultants 
were lead by their concerns to commit 1·.he APF to an excessive­
ly conservative stance . I would therefore like to summarize 
the ~rgurnent as posed by Tussing and Daniels, state their 
conclusions, articulate the underlying asst~ptions on whict 
these conclusions are based, and criticize them. In this 
process some alternative ways of thinki ng about the l\PF 
will become evident. 

1. Summary of Tussing' s and Daniel 1 s a rgument. 

The two economjsts made essentially similar points . They 
basically say : 

public ca~ital cannot make economic expansion happen 
which was not already fairly 1ilely. It facilitates, 
rather than initia tes . 

the factors which do determine which types of economic 
expansion takes place , such as l a bor, raw 111a ter j als 
availability, transportation i nfras tructure , and world 
market prices, are largely beyond t he control of the 
State and the APP . 

- ''Likely" economic cxpa nsinn will typically involve 
production organi"lecl by large multinatio nn l firms (e . g . 
J\RCO) exporting to a world mu.rket. Such firms ca n tap 
worldwide capital sources (nn<l l~ herefore do no t require 
funds from the APF) . 

- The only exception to this rul0 will be sma ll ~laskan 
firms which produce for local cons umption rather than 
e xport ; such firms do not luwe access to ndcquatc lo ng 
term debt . 



~' 

APF Testimony Comments 
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On the basis of these four observations, the - two economists 
conclude: l} that the APF cannot, and should not, complement or 
displace existing financial intermediaries to any. great extent, 
since they are doing their job, but to the extent it does so 
should commit itself primarily to the strong activities of the 
multinationals and secondarily to the weak activities of small 
Alaskan businesses, and 2) that most APF funds should be invested 
on Wall Street more or less as a trust fund operation. 

2. Comment on the assumptions which are critical to this 
line of argument. 

While in and of itself this line of argument ha s its 
merits, it depends upon and entails some unstated assumptions 
which deserve close, and I believe critical, scrutiny. Let 
me describe them in turn. 

First, this argument supposes that a multinational corporation-
based, export-orie nted economy is preferable to a more diverse, 
Alaskan-based economy which mixes import substitution, added down­
stream product processing , and local entrepreneurship with the 
more basic export activities . Or if the forme r is not preferable, 
it is inevitable. 

Second, it evidently assumes that qu~stions of accountability, 
whether of the APF or of t he fi rms wh:i.ch it assists, :i.s not crucio l 
(since the APF is r estricted to a passive financing function rather 
than an active entrepreneurial funct ion.) 

Third, to reach this type of conclusion the authors evidently 
feel that no significant economic alternatives are available to the 
State other than multinational exports 0£ timber, oil, fish, or other 
r aw materials. 

Fourth, both authors asswnc in t heir. t.c::stimony that the APF 
s hol1ld i nvest its money only in tlJr~clly productive ac tj vities , 
as opposed t o indir ectly productive investments in ~ he preconditions 
for constructing an alternative economic fut~re . 

Each of these assumptions curi be c hal l e ng ed on the f ncls. 
I\ , l ttl e t houg ht experiment might suggest why they s hould be 
c hallenged . Imag inc that /\laska clcvelops along the assumed tra ·· 
jcc t ory : it deepens its dapendencc on ma:i 01: oil nnd .gus cxtrac l:ion 
proj ects, addi ng minerals as well. It als o develops major additiona l 
export activities in lumbe r. and fis h. 'l'hc ·APP ii; large ly invest<~d 
:i.n high grade stocks , but a l so makes s ubs tantial loans to help 
fina nce t hese developme nts. What then? 
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Alaska has become what might be called a resource colony. 
Its future will be tied to world market prices in the various 
commodity areas, and its fate will in part be determined by the 
entry of new, perhaps lower cost exporters. The chance of such 
exporters banding into some form of "OPEC" will be nill. Thcugh 
these sectors will probably involve high-wage, unionized jobs for 
Alaskans, these jobs will be insecure. To the extent that the 
State engages in down-stream processing, these activities will 
be highly capital intense, utilizing capital goods produced else­
where and technicians trained and migrating from elsewhere (and 
ready to migrate again to new technical work should Alaska falter.:) · 
The State's economy would even more than now depend on decisions 
made at corporate headquarters far removed from, and not terribly 
sensitive to, Alaska. In short, the State wpuld have set its~lf 
up for the type of boom-and-bust cycle which characterized the 
gold mining era, with no more long-lasting benefit, and not much 
more economic diversification. Not only is this potentially an 
unwise course for the State 's policy makers to plot , it controverts 
the constitutional language which established the APF . If I recall 
correctly, the amendment str-essed goals like economic diver~ifica­
tion and independence. 

In point of fact , it appears that there are sources of 
entrepreneurship in the State which, unlike the large corporations, 
do not have access to sufficient capital, which could produce 
import substitutes for the l ocal market and which could also 
further process r enewable r e source s like fis h or timber. It also 
appears that the APF might well focus on removing or reducing the 
barriers which confront Alaskans, but not the large corporations, 
a: they .:ittempt to market goods 0ver long di!:'tances. Bxamples in­
clude public or user-owned f ish marketing organizations, lumber 
mills, etc. (If it is true that factors other than capital con­
strain Alaskan economic growt~, then the State and the APF can 
locate and address these cons t raints rather than merely accepting 
them.) In other word s , each of the implicit assumptions in the 
chain of argument advanced by Tussing and Daniels can and should 
be given serious scrutiny. 'rhe failu!:'e to do no commits 7\laska 
to an ec0nomic development strategy which it may come to rue. 

To conclude: the world provides models both of countries 
which adopted a commodity export strategy and came to regret it 
(Cuba and sugar, Chile and copper ), and countries which decided 
f rom t he outse t to import substitute , stress local entrepreneurship , 
and use public capital to he lp local busine~spehple market 
ef f ecti vc ly (JapiH1 nnc1 Isr«e l stand out in this res pee t .) While 
it is possible that 7\laska ' s export commodities will enjoy an 
unlimi t ed boom which would permane nt ly postpone the due bills for 
that type of strategy , such an outcome i s far from guaranteed . 
If it docs f a lter , no matt e r how we ll l\PP f unds are invested they 
can do little to compensate . rr , howove~, t hey are used to b~ild 
up a more di verse , nd scl f- s us ta ining economy, th ey wi ll hnve lef. t: 
some thing so l i d be ll i nd a f t c·r the oil ha s been pump eel awny. 1\ t 
the very least this alternative is worth s~rious explora tion. 



July 19, 

TO: lion . Clark Gru~ning, Chairman, Special Committee on the 'Perma­
nent Fund, Alaska State Legislatur.e 

Ms. Fran Ulmer, Div:i.sion of Policy Development and Planning, 
Office of the Governor 

FROM: John Mollenkopf, Public Management Program, Stanford Graduate 
School of Business~~ 

CONCERNING: The Accountability Issue for the Alaska Permanent Fun<l 

As all of us know, one of the most important issues facing 
the lcgisla tui:c as j t seeks to defi ne the Al;wko Permanent Fund ' s 
organization and goals is the issue of accountability . The Permanent 
Fund represents one of the most importa nt steps the l egislature will 
take; l t is a unique opportunity . How the responsability fo r this 
~: tep will be shared is both a sensitive ancl i mportant prol,lem. What 
is the bes t way of thinki ng about it? 

The problem of how , and to whom, the Pcrman£>nt Fun<I :b-; to be he ld 
accountable , can be brok!:!n down lnto two parLs. l:'.irst , it is i n,port:mt 
to be as clear as possible nbout what one means by the very t erm. To 
whom is the government to nccount for lts nctions? At what level of 
decision? What specific mechanisms will make accountability possible? 
Secondly, the specific animal we nre talking nbout, basic.ally an er.an­
omic deve lopment bank, wi l l have its own distlnct characteris tics , 
some of which will help :ind s ome of which wi.11 make nccountnbil i ty mo r e 
difHcult. What are thes~ s peci fics? Whut c:m we l.C'nrn f rom ec..:inontlc 
de ve.l opmt!nt funds wh:lch have heen hci d up lHl mode l s :l.n order to i mprove 
cile Pern~ncnt Fund' s r esponsiveness? 

A. The ove rall issu~s. 

Government bureaucracius tend to develop various constl tuencies 
wh tch help them do thei.r job more cmdly nncl prov.Lele the political mu8cle 
to keep t heir fond Lng going ot budget time. Some of ther.c const:l tuencics 
n r c cl:J.cnt gro111rlngs (defense contractors, for cx.nmplc), whtlc othert; 
m:c in t e r es t ed hystandcrs , l e gfalativc purse-holde r s , or t he like. As 
tl.e relntlons h lp be tween gove rnment ngenclcs Hncl their cons t i tue·,1cies 
lnrdens ovei: time , bureaucracies become vulncrnbl c to c rJ ticisrns of 
unre~ponstvcneqs , lack of nccountobJllty, nncl resintance to c l1nnge or 
g11l<lnncc. Devices which were orlgl':lnlly crent:cc\ to help the ap.ency 
lw responAlve , s uch :1s advisory commi.ttees, inuy even hecomc n means 
for f urther i ns ulatfog a n ngency Crom ln:o:1d public input. I n nt temp ting 
to des ign ;i respon!>lvc :md nccount~1bl c public or gnnizat.t. :m, t he refore, 
on<' c nnnnt focus r.lmpl y on spccl f 'lc mcch;rnls ms, but munt: nl so 1::i kC' into 
nccoun t t h· hro:i dcr structure of in tcrC!~ts wh lc\i surrounds n give n 
oncncy . 
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To ge.t accountability, one must think through not only what happens 
at the top, but how decisions are made all the \vay through the organization. 
It not only matters who gets en thE1 Permanent Fund Board , or to whom that 
Beard is obliged to report, but how the inside of the Fund is organized . 
The Fund of necessity w:lll have to make important tradeoffs among alterna­
t'lve objectives. How these decisions get made (and therefore how the Fund 
determines who it will be responsive toward) will depend on who makes 
these tradeoffs, whether advocates for both sides are present, and the 
like. If this aspect is left out of the organizational design, such 
decisions will be made by default. The Fund might, for example, spend 
most of its money on large capital projects simply because their pro­
ponents ask for l arger sums of money and know where to make their pitch. 
But would •·his really be the " right" allocation? In order to ass~re 
that the Fund is both accountable and responsive, such pt'oblems have 
to be taken into account in the Fund's design. mlil.:. it may be a 
relatively small agency, and perhaps in some sense more efficient than 
othe r types of grant-making agencies, it will inevitably hnve some 
bureauci:atic chanicteris tici:; which will raise the ques tj on: to whom 
is nccounta~ility owed? 

In the Permanent Vund' s case~ a number of key accors are invo1"7ed. 
Fund 111·1n:tg~111c t!_!:_ it~m i.f wi.lJ follow pro fP.ssionn·1 norms :l.n i tr> attempt to 
invest its fund s . '!'he J e gi.slatu-re .ill wif:' h to flUarantec that the Fund 
pays sufficient attention to the 1.lverse constituencies which it repre­
sents. The executive wants to use the Fund a s part of an overall 
economic development and public rcvenue-maintalning s tn1tegy. The 
banking corrununity w;rnts to ass ure ti1nt: the 'Fund acts as Cl complement, 
rathet' than as a competitor to, its activities. In- and out-of-state 
potential loan rcc:lpients are pr:tmnrily interested in public assistance 
in thei.r pursuit of priva te r e turn, while labor, the fishing industry, 
the mining industry, and other cconontlc intcrc>-:t grou~ w.UJ. each want 
to sec that their lntcrests, if not advanced, are a t l east not jcopArdized. 
Impacted ..:onununiti.es atfccted by Fund liecisions may want to have Gl1r:~ 
influence, as will indivi.dual cit:i.zens, who wish to enjoy the benefits 
of cconom"lc growth while protecting ond enhancing the Alaukan lifostyle. 

The. proble m of the Fun<l' s ac co11n tabil:l.ty thmi r<!volve s :tround ho•" 
to include, c.1nd b.'.l lance, cnch of t hese c ons t i tuc nclcs inos t npprop r :la tcly. 
What "appropriate" turns out to me nn n.:iturnlly de pends on wha t &oals t h e 
people of Alas ka, t hrough the-tr legis l<itors, choose for the Fune!. lt is 
probahly sa [c to say that the Fund will have :rn ob1ig.:itlon , however s tt·one 
or weak, to 1:cspond to cnch of t hese cons tituc ncies . The cos to and 
benefits of alternntc organlzationnl dcstcn~ for t hiu pattern of account-

flb :l lity cnn be s ubst:rnt tul. If the Fune\ is dosed off: to nll but n few 
conAtlt:uencies , it may ne t !=!pcedlly , but ~It the cost of pl:rn ti.nr, Lhe 
seeds hc·t h of futm:c conflicts ~11\cl n i::kcwed i nvestment pnttcrn. If , on 
the other honcl, the intc-rcRtccl pn rt·lcH :.i r e nl.l :inc 1L1lle d nncl hnl:111ced 
off Jn t h e.: procc!:Hi or m:1ki.11g dec"lo i.o nr: , COllHlcle n ablc grC' I ( f\lu)' h l! i\Voi.dl!d. 
'!'lie> cost mny come I f cl I nngn·c·ml'n t· ~ p1·ccluc!C' t tmcly 111Hl ugrt!nf-1 i vc cl cc.i HI 011-

mnkinu. The legl s l :1 L11rc w11 I w:mt· I«> '"'..:!lgh tilt~ lrn l :rncc 1:arcfolly . 
T.tkc the foun<.lcn:; or t hl! U11lLc cl St11i-c.,, ll wnt he r.ol vJnn :t p rob lem or 
consLl t utlona l design . 



Gruening/Ulmer memorandum 
Page Three 

July 19, 1977 

The key problems in designing acc:ountability into the Alaska 
Permanent Fund may thus be summarized under three headings : 

L What are the key constituencies to which the Fund rightly 
owes some degree of responsiveness? 

2. Where, in the Permanent Fund decision-making process, can 
attention to the concer.ns of these constituencies best be 
fit in'i How can they be balanced without excessively 'hinder:lng 
positive action. 

3. What specific mechanisms, rangl.ng from advisory boards to 
social/economic impact reports t o legislated investment 
criteria, to direct policy-making legislative oversight, 
can mos t appropriately be used to a~sure accountobil:i.ty 
to these constituencies? 

n. The Permanent Fund ' s s pecific orga:1'lzational context. 

Banks are well known for their myst:i quc. Finance :ls u realm 
not partict;larly accessible to the common man. While public occess 
to inf:ormrtti on, nnd participntion in decis ion-making processes , are 
importan t in any case, they will be particularly important for the 
Fund. With the accountabill.ty pr.oblem as described above in mind, 
it will be important to try to lenr.n from other models which have 
been held up as Sl:ccessful development funds. How well would they 
work ln the Alaskan set t ·tng? Arc they really accountable? Con we 
learn from thetr shortcomi.ngs? Consultants have mentioned 
the British Columbfo CredJ.t Union, the CnnaJ:lon Dev1:~J opment Corporation, 
the ConttPcticut Prcduct nevelor.ment Corpo-rntion, the N~~sachuse>ttH 
Community Development Finance Corporation (not yet operational) and 
the soft-money side of the World Banks ns such examples. Other less 
successful experiences , s uch .-:is the Small Business /\dmlnistration, 
nlso comP to mln<l. 

We need to ask of these model s the following types of questions : 
to whom have these org:rnizntions been nccounto.blc? whose goals, as a 
rosult, hnve they t ended to maxjmize? is this experience one to be 
rcplJcatcd in Alaskn, or mocllftecl? have disputes a-risen ove r t hctr 
responsiveness , nnd what hos been Lhcir result? By answering such 
questions, it: should be pos 1;1 .lble to rank theEte model organizations 
nccordinc to how WI!] 1 t hey nrl gh t represent Alnt-1kn ' !'l constltuenc:i.c:.-1 , 
nncl what mocll(i.::.ilt1ons mlghl. be indlcoted. By i nvesti.gntlng the m, 
it \Wulcl be lcornccl how other j urisdictions linvc chosen to solv1:. t ha 
l'r.:1tlc-of f hctwee11 r cspons:l.v eness to d.lver.Hc comit lt11C'nc'lc:.; nn<l t he 
need fu r sufficiC'nt 11gt'c t' m,!nl to :1ct on r.ou11 1l 'lnvcs tment opportunltJ.es. 
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Three types of work need to be done : sounding out various 
constituencies within Alaska about what they think their proper 
role in the Fund, and others ' roles, might be; laying out the 
basic relationships between Permanent Fund design and accountability 
to these c0nstitue;-~ies {including the costs and benefits of different 
a l ternatives), ancl assessing and learning from the experience of othe1: 
economic development funds. This work can be done wlth varying degrees 
of thoroughness , and therefore varying degrees of expense. The 
first task, for example , is Rlready being carried out in part through 
the Public Forum, the co mi t tee's :i.n forrnR tion package, public hearings , 
and s:l.milar efforts, and could be :111gmented hy some syr.tematic i nterviewing . 
The second involves both the review of a considerable hotly of literature 
in politicAl science an<l public ndnrlnistration, and the creative thinking 
of a few indivicluuls who have been actively cngag1~d :ln the des .i.gn and 
management of public organizat:ions. The thlrcl could either involve 
ext0nsiv~ field analysis or simply n lllcrature review and some lnrge 
phone b~lls. 

It l !J t:h e a uthor ' s hc1 lc f tho L .1 i:c l :it ivc l y t;in:111 nunihc r o( 
working days for the right p 1·0 fos::;lonllls co ~1lcl be combined with a 
modest cf f ort from well- gulcled re~enrch n::;s ls t:rn ts ln order to pr.oclucc 
n thorough, well- informed, .:md cxpcrJ.cnU ally-g ::ounded set of al t c rnative s 
to ns~ist the Special Committee in its effort to think through I.he 
nccountahili ty issue. Should the commit tee havC! an .lo t f: rC!s t i n doing 
so , the author would be happy to d:tscuss in morC! detnil who these people 
misht be m'd where they should invest thC! lnrgl:!·r pnt'ts of tl·c'ir e ffort. 



The Accountabili tv Issue for the APF' 

Thinking about this aspect of the APF and i ts investments 
can be broken down into two parts : overall conceptions of what 
it mea';§ fo:r. the public sector to be "accountable11 (to whom? for 
what decisions? t hrough what channels?) and what specific models 
have been advanced for accountability of economic development funds, 
particularly those funds which have been held up as models. 

A. The overall issues. 

We know that government burea'd\lracies t e nd to c.evelop 
certain constituencies which can help them smooth thl"~. ir flow 
of inputs and outputs in different wu.ys (some are c l ients, sc•me 
are legislative purse-string holders, etc .) This produces a 
situation where bureaucracies become vulnerable to criticisms 
of unrespons:iveness, lack of accountability , and resj s tance 
t o change or guidance . Indeed , mechanjsms designed initially 
for "input" may become vehicles for furthering these types of 
insu.l atio:! from public de nnnds. rncussing s tr. jct) y on cl~ f ferent 
mechanisms without considering the broader structure of interests 
which surround a 9 i ven bureaucracy ca11 1.lm~ lead the ob.:;erver. 

Df ~$ somewhat astray. J , r ) )JI ~ I ;( • f'•' 1 

/\ ~ I 
Iii~\ J}, ... '/ In this particula r instanc€! , th0 key aclorn in vol vecl ~ ~ 1:. "6a. 

I~~ the following: the Fund itself~ which must act as trustee• for 
Alaska 1 s future; thelegislature , which wi.shes to guarantee cl 
certain de~ =ee of responsiveness to indjv· lua l constituencies ; 
the executive, wh ich scc:cs to impJ emciil mi overall economic 

./_C!_evelopment str ategy (which itself will be formulated at l east 
V'f1 part with political concerns in mh1d) ; t he pote.n1·i a l consumers 

of loan~, who are pr.imarily inter.i::s te~ in publ ~.c assj stc-.nce in 
their pursuit of profi t and expansion; the impacted c ommunities 
where P.und-stimulated activities might take place; and the ~ . 
c~tizens a.s-a-w~, who wish to enjoy sound economic growth at. ~ 
)Au ~"Jfte lnP.tc a~the Alaskan U.fesLylo ,. b-~rotrci:.erl:=ft·nrl==-en-h:anccC... 
,~,~-l'G.Y.J..M°'\' ~~t-u..J 

The problem of accou11 lc1bi .Ii ty f<.>r l:hc 7\PF thu t~lY.&±·Y<}&~- ) 

.lo tt-n-0-p~eflH~ inc] uc.ld..~ and halanc!t.1'! ~if. c·cH.:h of Lher:e ~~-~.\ 
.~~rr""r:t.'1·Like the founding of the United States , i.l: is a problem of con­

s t itutional design . Nhat "c:ppropriute" tnr.ns out-. to mean .t:· ~~ 
e1 a depends on which goals the people of Alaska set for the 
APF'. But reqarclless of wh ich srccific croals are chose n, it is 
probaL ' y safe to say t hat cuch o( the llC Lor~ me n tioned abovo 
ought to have some influence o n tho APf'. Put a nc)1.her w<1y, the 
7\PF will rig l1tly ha v e some o~ligatjon to be responsive to each 
of the co1 1stitucncie~ dcsct'ibecl . •ro !HlV t.hnl. the l\Pf' ough t to 
be "autonomous" or "indepe nde nt" in thjs context be9s the question, 
for u sLt.:illy independence f.t·om , f o r oxJmplc , the loqisJntu.rc , .-°" , 
ac tuul ly means depend e nce on, for cx!lmplc , t he lo t.m beneficiaries . l J/J~ 
('l'hc li tcra tu re on how rc<JL' I.a t ees hove come to donti na te s upposed l y I.·, . .. : 
indcrcndc n t f cd c ru l rcgulG\ ·. ory hoar el s prov;i des n n cxan.pl (::! of this ' 
rhcnori·cno n.) 



The key problems in designing accountability into the 
APF may be thus summarized under three headings: 

1. 

2. 

1 
3. 

What are the key constituencies to which the APF 
rightly owes some (doubtless varying) degree of 
responsiveness? 

Where, in the APF decision-making process, can 
attention to the concerns of these constituencies 
best be fit in? How can they be balanced without 

excessively hindering positive action? 
What specific mechanism, ranging from advisory boards , 
to social or economic impact reports to legislated 
investment criteria to direct policy- making oversight, 
is the appropriate vehicle for representing each of 
these interests in the overall balance? 

A considerable literature on different accountabil ity mechanisms 
and how they work in different circumslances could easily be 
summarized as a background to the nPF!s organizatjonal design. 

B. Closer examination of specific organizational models. 

With such general concerns in rnin<l, it will be possible 
to "test" available models against the Alaskan setting to see 
what forms of accountatility each might afford. The key examples 
which consultants h.1vc mentioned include: 'l'he nri tish Columbia 
Credit Union,* the Canadian Devclopmen t C·:>qioration, the Massachusett s 
Community Developme:1t Finance Corporation (not yet operational), 
and the soft-money s ide of the World Bank. It would ~also be possible 
to =ontra3t their experience with leBs succeE~f~tl model~ lik~ 
t he Smal l Business Administration , which are both less responsive 
and not as successful in promoting new economic activities. 
*Connecticut Product Development Corporation 

The types of quesU on one would want Lo ask about these 
examples include the following: to whom ara these organizations 
accou tabl e? whose goal s , as a rcs\.11 t, do they tend to maximize':' 
Are i mportant constitue ncies, and therefore important goals , lef t 
out? If so , how has the organizat ion , and t hose who authorized it , 
responded to cl~ims of unresponsiveness? What about when such 
claims exist, but have not heen pressed in the political arena~ 
T\y answering such questions, it should be possible to rank organ­
izationa l mode l s accordjng to how well they would represent the 
constituencies which are important in th e l\laskan case. Information 
would also be gotten on dif fcr cnt wCl y s l: o nolve the tradeoff 
problem which pits the need for re~ponRivcness a nd accountability 
to di '!crsc cons ti tu en\.: i cs with the need t:o huve suf E icicn t agreement 
to act on sound investme nt opportunities. 



Some possible models are described below; they could 
be designed into the APP's framework either singly or in 
combination . 

Mod~:!:. Exampl e 

\ Bank Board r "":..-----,~Advisory Board J various foundations 

none 

\ Bank Board ~~~~Legislative Gruening memo 
Oversight Committee 

l Bank Board}----::j Executive l 

l Bank Board}- - - - -; Legislature 
'-~~~~~~ via investment 

f~nk · Board ~ L:::f sustain~ 

guide lines 

Some vehicles for r epresentation 

No tic ~ 
PuJ.,l ic; hear i ngs 
Legis l ated i nvestme nt gui de lines 
Advisory boa rd 

SIJ\ ... C . p r oposa 1; Ma n i toba 
Mines Ministry 

Massachusetts CDFC ; 
Colorado linked deposit 
system 

Typical conunercial bank 

Elected APP board membership 
Appo i nted "public members " 
Environme ntal/social/economic impact reports on i nvestments 
Annual l egislative au thorjzation 
Loca l veto over fund - supported projects 




