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Increase In Minimum Entitlements under the State
Revenue Sharing Program

The Alaska Municipal League supports an increase In the minimum entitle-
ment level under the State Revenue Sharing Program from $25,000 to $50,000
to benefit Alaska’s smallest, and most needy, communities and an Increase
in the FY 90 appropriation for the State Revenue Sharing Program to fully
fund this Increase without penalizing other communities.

Background

The 1980 revision of the State Revenue Sharing Program included a provision that
each incorporated community would receive a minimum entitlement of $25,000, to
be adjusted by an area differential for the cost of living. Each unincorporated
community is also entitled to a minimum entitlement of $25,000, to be used for a
public purpose. The intent of this legislation was to ensure a sharing of the
State’s resource wealth by all its residents, no matter how small the area in which
they lived. Over time the buying power of these dollars has declined, and many
of the State’s smallest communities are not able to operate with the minimum
entitlement grants they receive. As a result, these communities have been forced
to cut back on basic life, health, and safety services.

o]
In FY 88, 83 municipalities received the minimum grant of $25,000 (with
adjustments for geographic differentials) under the minimum municipal entitlement
program. It was estimated that an increase in the base level to $50,000 would
add an additional 25 municipalities to the group receiving the minimum grant. *

The 74 unincorporated communities eligible for the minimum entitlement would
benefit from an increase in the minimum entitlement level as well as full funding of
the Miscellaneous Municipal Services Account. The payments to unincorporated
communities come from that account, and they nave been prorated because of
continuing underfunding of the account. In FY 88, the entitlements to the
unincorporated communities eligible for these payments were prorated at about
55.52 percent, so that they received only $13,898 of the $25,000 to which they
were entitled.

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONA” ASSOCIATION OF COUNTIES



Inflation is not the only factor affecting the communities' ability to survive financially:
Alaska's smallest cities have been hurt the most by the decreases in federal and
state funds, and the cities with small populations and tax bases have the most
trouble raising local revenues. An increase in the minimum entitlement will benefit
both small municipalities and unincorporated communities and enable the State to
protect its investment in rural Alaska by helping the small communities maintain
their infrastructure.

It is important to note that increasing the base amount will require an increase in
the total appropriation for the State Revenue Sharing Program so that existing
municipalities are not penalized. It Is estimated that $3.51 million will be necessaty
to hold communities harmless given current funding levels of other parts of the
program.
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3111 C Street
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TO: Senate Community and Regional Affairs Committee
FROM: Senator Al Adams

District L
RE: SB 31: An Act relating to entitlements for municipalities

and unincorporated communities; and providing for an effective date.

This is a very simple bill that raises the minimum entitlements for
both incorporated and unincorporated communities from $25,000 to

$50,000 under the state revenue sharing program.

Because of a relative lack of resources, many small communities in
our state are in serious financial trouble. The costs of managing a
municipality have increased greatly over the years, but the amount
of state assistance to these particular communities under the

revenue sharing program has not increased since 1981. All
communities in Alaska rely on state funding to provide basic services
to their residents. However, it is increasingly difficult for our cash
poorest communities 10O provide this basic, minimal level of service.

| have no intention of creating a hardship for any community as a
result of this legislation. Therefore, the effective date clause
specifies a level of funding which would effectively hold harmless
any community receiving more than the minimum entitlement.
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STATE OF ALASKA BILL VERSION: HB 101
1989 LEGISLATIVE SESSION PUBLISH DVTE:

FISCAL NOTE

REQUEST:

Revision Date: ] Agency Affected: Community & Regional Affairs
TiJe ; "An Act relating to entitlements URU . Municipal Revenue Sharing

for municipalities. ..

Sponsor: Reps MacLean, Foster & Jacko PrttnpnnfnK = State Revenue Sharing

Requestor:

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS -n~ 3,510 -0- -u- 0- 0-
MISCELLANEOUS

TOTAL OPERATING -0- 3,510 -0-* -0-* -0-* 0-*

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND -0- 3.510 0- -0- 0- 0-
FEDERAL FUNDS

OTHER

TOTAL -0- 3,510 -0-* -0-* -0-* 0-*

POSITIONS:

FULL-TIME -0- 0- 0- 0- 0- _0-
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separatepage if necessary)

*It is assumed that the amount of funds identified in Section 3 of this bill
would become the new base amount for the State Revenue Sharing Program for

subsequent fiscal years.

SEE ATTACHMENI
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FISCAL NOTE ATTACHMENT
HB 101

This bill would 1increase the amount of funds issued to
recipients under the State Revenue Sharing Program by
increasing minimum entitlements for unincorporated communities
and municipalities from £25,000 to £50,000. Since this would
affect the allocation of funds under the revenue sharing
formula, the reallocation of funds would result iIn a decrease
in entitlements to other revenue sharing recipients 1in the
absence of additional Tfunds for the program. This bill would
take effect only if additional funds are made available to
"hold harmless™ those other recipients.

This fiscal note is based upon the difference between the FY 89
State Revenue Sharing appropriation and the amount 1in Section 3

of the bill. Based upon our most recent data, it 1iIs estimated
that it would cost approximately £3,441,000 to "hold harmless"
recipients. However, we anticipate changes to our FY 90 data

which would increase the costs closer to the £3,510,000 assumed
by the bill.



STEVE COWPER, GOVERNOR
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O 949 E 30TH AVENUE. SUITE 400
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March 9, 1989 PHONE: (907) 503-1073

OFFICE OF THE COMMISSIONER ¢

POSITION PAPER

RE: HB 101

SPONSORS: Representatives MaclLean, Foster and Jacko

EFFECTS OF BILL

This bill would 1increase the State Revenue Sharing Program
entitlement for wunincorporated communities from £25,000 to
£50,000 and the minimum municipal entitlement $25,000 to
$50,000.

Based upon FY 90 data that has not yet been Tfinalized, it is
estimated that 61 unincorporated communities w.ll receive State
Aid to Unincorporated Communities under the State Revenue
Sharing Program. Unincorporated community encitlements are
paid out of the Miscellaneous Services Account, along with
entitlements to municipalities for roads, health facilities and
hospitals, and entitlements to volunteer Tfire departments in
the unorganized borough. The revenue sharing entitlements from
this account will be prorated at about 55 percent in FY 90, so
that wunincorporated communities will receive about $14,171
rather than $25,000. Assuming FY 90 funding variables, raising
the unincorporated community entitlement to $50,000 and
including the prorata share of additional funds provided for in
Section 3 of the proposed legislation, the entitlement would
increase the actual payment to unincorporated communities to
about £28,297 through a reallocation of funds within the

Miscellaneous Services Account. Without the additional fum. 3,
the payment to unincorporated communities would 1increase to
about $26,695. Other payments from this account would be

reduced by about 5.7 percent.

In FY 90, we project that about 81 municipalities will receive
funds under the minimum municipal entitlement provision. The
amount of money used to fund the existing minimum municipal
entitlement ($25,000 plus a cost-of-living-allowance geographic
differential) will be about $1.4 million, which comes Tfrom the
tax equalization account of the state revenue sharing program.
Assuming FY 90 funding variables, this bill will includu an
additional 27 communities under the minir_jm municipal
entitlement provision. Actual payments will vary, based upon
differing COLA®S and the impact of the prorationing of the tax

equalization account.

21-P1LH



RE: HB 101 POSITION PAPER
March 9, 1989
Page Two

Including the prorata share of additional Tfunds provided for in
Section 3, the proration factor for other payments from the tax
equalization account would fall from about 94.8 percent to
about O0t».4 percent.

Without the additional funds, the proration factor for other
payments from the tax equalization account would fall from
about 94.8 percent to about 84.9 percent.

COMMENTS

The department supports the concept of this bill, which is
designed to give a greater measure of Tfinancial support to
those smallest municipalities and communities in the state.
Recent events have shown that these small municipalities are
suffering tremendous hardship. Those municipalities which will
be affected by this provision will be those with relatively
small local revenue raising capacities because of the lack of a

local tax base. Consequently, the bill would Tfocus assistance
on those areas with the greatest need and the least resources
to respond to the need. A continuing problem for thece

municipalities 1is to attract and retain qualified municipal
personnel because of their inability to pay adequate, stable
wages. Raising the minimum entitlement will enhance their
ability to do this, leading to greater continuity of services
at the Jlocal Ilevel, and a better ability to maintain proper
fiscal controls over local finances.

This bill would take effect providing that additional funds in
the amount of approximately $3.5 million are made available to

the State Revenue Sharing Program. Without additional funds,
the reallocation of funds will result in a decrease in
entitlements to other revenue sharing recipients. In light of

the state®s revenue situation at this point, the Administration
is unable to support a request TfTor additional funds to the
program necessary to "hold ha
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February 27, 1989

Justifications for State Aid to Municipalities
and

for Fairness in Balancing the FY 90 and Future State Budgets

A Healthy State Depends on Healthy Mri’ilcipaiKles - A healthy state
depends on healthy mur lipalities where Ala..<ans live, work, and play.

Constitutional Mandate - Local government is protected by the Alaska
Constitution. Article X provides for maximum local self-government.

Local Service Delivery - State services and programs are delivered to
Alaskans at the local level. State aid to municipalities is not expendable
because of tough financial times, especially in a state as large, remote, and
diverse as Alaska.

Revenue Redistribution - Oil resources and the revenues derived from them
belong to all the people of Alaska. The revenues are collected by the State
and must be redistributed oack to Alaskans where the services are provided,
which is mainly in municipalities. In state spending-reduction and revenue-
raising discussions, the implication seems to be that state revenues should
somehow be reserved to run state government; that state government exists
for some reason other than to provide services to the people of the State;
that the State has no responsibility to municipalities, which serve the same
people; and, that the municipalities should raise their own revenues from
otht * sources.

Essential Services - State aid to municipalities provides services to Alaskans.
State funds are used by local governments to provide essential services such
as fire, police, roads, water, sewer, health, telephone, garbage collection,
schools, airports, docks and harbors, transit, planning, libraries, recreation,
laundry facilities, and administration. Which of these should be cut to
compensate for the loss of state dollars?

WEMBC<» Of ThE NATIONAIL tCAOWt Of CmtS AND NATOS At, ASSOCIATION Of COUNTS



Justification for Fairness
February 27, 1989
Page 2

State Cuts Increase Taxes - Cutting funds to local government to balance
the state budget in lieu of raising revenues is politically convenient for state
officials, but it merely shifts the burden to local officials to again raise taxes
or reduce services. The citizen pays either way. Scott Goldsmith's study for
the Office of Management and Budget on the impacts of state budget cuts
(Working Paper 89.1) found that a 15 percent cut in state spending (an
average of $651 per capita) would reduce support to local governments an
average of $215 per capita, with per capita decreases in support to local
governments In 10 election districts of over $250. Any such decrease in
state funding will have to be made up at the local level.

A logical guideline for cutting the budget to avoid raising taxes would be to
not approve any cuts that would result in local tax increases to provide

services.

Municipal Programs Already Cut Disproportionately - The State has cut
municipal aid programs significantly, in some cases by over 30 percent, in
the last four years. Cuts in municipal aid have been disproportionate to cuts
in other portions of the budget. During the same period, the overall state
operating budget has declined less than 7 percent (See Exhibit 1) and
agency operating budgets have been cut only 9 percent (House Research
Report 88-171). At this point, making equal cuts in state agency and formula
program budgets from the Governor’s proposed FY 90 budget, as is being
suggested, will impact municipal programs and local taxpayers more severely
because of the large cuts local governments have already suffered in the last
four years.

Municipal Programs Small Portion of State Budget - Formula programs,
which make up approximately 43 percent of the state operating budget, are
incorrectly equated solely with aid to local governments. Municipal
assistance and revenue sharing together represent only 4.5 percent of the
total state budget. Funds for education, a constitutionally-mandated state
responsibility, make up 21.3 percent of the total budget. See Exhibit 42.
State general fund expenditures for formula funded and entitlement piograms
as a percentage of operating expenditures have remained relatively constant
since statehood, varying between 42 and 48 percent (House Research
Report 88.171).
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Local Governments Paying More For Education - Even though education
is a state responsibility according to the Alaska Constitution, the State has
reduced state funding for education by 14 percent over the last four years.
In addition, municipalities are now statutorily required to contribute an
increasing amount of local funds to education: local contributions are
currently 26 percent of the total federal, state, and local education operating
funds. As an added burden, municipalities have been required to make jp
the shortfalls in state education funding (debt reimbursement, foundation, and
pupil transportation) of over $75 million in the last four years. See Exhibits
1, 3, and 4.

Municipalities Pay For Underfunded Entitlements - The State has not met
its funding obligations to municipal entittement programs. Underfund, ig of
slate entittement programs for municipalities has cost local governments over
$121 million over four years. See Exhibit 4.

Double Burden from Certain Shortfalls - The underfunding of certain state-
mandated programs (e.g., the senior citizens property tax exemption
program) causes a double burden on municipalities. The State restricts the
municipalities’ abilitv to raise revenues to provide local-priority programs,
while at the same :ime requiring local governments to raise taxes to meet
state funding shortfalls. Municipalities currently pay for over 62 percent of the
state-mandated senior citizens tax exemption program.

Municipalities Save State Money - Reductions in state assistance to local
governments and the increasing disincentives of mandated but unfunded
responsibilities may well force municipalities to disincorporate and discourage
new incorporations, thus increasing the State’s costs of providing services to
citizens in those areas.

Shared Taxes Not State Funds - Shared taxes, which are included in the
formula programs as pass-throughs, should not be viewed as state funds.
The taxes on fish, utilities, liquor, aviation, and amusements are intended to
compensate for the cotits of regulation and the impacts of those activities on
local communities. The taxes are collected by the State for efficiency, but are
shared with the municipalities that regulate and are affected by the activities.

Municipal Cuts Politically Expedient - State aid to local governments in
areas such as municipal assignee, revenue sharing, senior citizens property
tax exemption reimbursement, school debt reimbursement, and pupil
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transportation is vulnerable in the budget-balancing debate not because of
the relative value of these programs to Alaska's citizens, but because
constitutional amendments or statutory changes are not necessary to reduce
funding for these programs. The vulnerability of these programs is increased
when they are grouped with other formula programs for proportionate cuts.
Good public policy and fairness should prevail over political expediency in
considering these programs during the budget process.

State and Local Responsibilities Unclear - Oil wealth has resulted in
irrational growth in the state budget to a level that is unsustainable with
current revenues. During this period, the distinctions between needs and
wants, and among state, local, and individual responsibilities, have become
blurred. Cuts in the absence of a clarification of these relationships will be
unfair, unproductive, and potentially damaging to the State.

State Mandates Have Increased Local Costs - The State has shifted
additional responsibilities to municipalities without compensation, and, at the
same time, it has reduced state aid to local governments. This was done in
the absence of a clear division of state and local responsibilities. In addition,
the Legislature has instituted new programs in the absence of legislation
requiring fiscal notes on local impacts and in the absence of legislation
preventing additional state mandates without reimbursements for costs to
local governments of implementing them.

Municipal Assistance Not Overfunded - Legislators point to municipal
assistance saying that FY 89 funding ($56 million) was in excess of the
funding floor (i.e. 30 percent or greater of the prior year's corporate income
tax - or $54 million at a minimum in FY 89). Although funding for the
program did grow in wealthier times along with the overall state budget, the
State did not fund the municipal assistance program at the 30 percent floor
as recently as FY 84 and FY 85, when funding fell short of that minimum level
by over $9 million and $10 million, respectively.

Equity - Taxpayers in municipalities pay for services locally that are provided
by the State at no local cost to residents of the unincorporated areas. Also,
taxpayers in municipalities bear responsibilities imposed by the State that are
not required by the State of residents in the unincorporated areas. This
raises serious questions of equity.

SAB2:budjus



Exhibit 1

Funding for State Aid to Municipalities
In Relation to State Operating Budgetl

(prepared by Alaska Municipal League)

(numbers In thousands)

Municipal Revenue Senior School Education State
Assistance Sharing CitLzon Construction Foundation Operating
Property Debt Funding Budget
Tax Reimbursement
FY 86 $ 81,306.8 $ 59,632.2 $ 4,008.6 $106,315.6 $491,159.2 $2,287,590 1
Fy 87 65,858.5 47,879.1 2,770.3 115,875.0 414,729.4 2,181,505.0
Fy 88 56,084.4 40,773.4 2,663.0 109,472.7 [437,438.4) 1,971,977.5
412.438.42
FY 89 56,084.4 40,773.4 2,782.3 109,472.7 [447,500.9] 2,129,734.7
422.500.92
% Change -31.0 -31.6 -30.63 +3.0" -14.0s - 6.9

Fy 86 - FY 89

1 All amounts except for Foundation Funding are General Fund appropriation levels. Foundation Funding is actual amount for FY 85 -
FY 88 and includes approximately $20 million in federal funds each year.

2 Beginning in FY 88, the Foundation Formula required school districts to pick up the State’s match of Teachers’ Retirement System
(TRS) contributions from the amount the district received for Foundation funding. This TRS match had formerly been a separate budget
line item and grant to school districts. The new Foundation Formula was based on an estimate of an annual TRS match of $25 million
Since this amount now has to be picked up by school districts, this table has included both the actual Foundation grants and these
amounts minus $25 million to show the impact of reduced funding on Alaska's school districts.

3 The 30.6 percent dee'ease in state funding for this state-mandated program has come at the same time as the value of property
eligible for this tax exemption has increased nearly 50 percent (the entittement was $4,977,451 in FY 86 and $7,430,000 in FY 88).
During these four years alone, municipalities have been forced to pick up $13,302,708 in property tax exemptions mandated but not
pa.d for by the State.

4 Although funding for school construction debt reimbursement has Increased slightly during this period, municipalities* entitlement to
reimbursement has increased at a much higher rate, thus imposing an additional burden on local governments. Entitlement has
exceeded appropriations to the progre.m by $29,360,746 from FY 86 through FY 88. Municipalities have had to make up this shortfall
by cutting other municipal programs.

5 Decrease in assistance to municipaities, taking into the account the additional responsibility for TRS match they were required to
absorb by the 1987 revision of the Foundation Formula (see Footnote 2). During this period the cost to municipalities because of
underfunding of the Foundation Formula and the transfer of responsibility for TRS funding from the State to school districts was
$92,600,800.

Source: Columns 1-5:
Education. Column 6:
Budget document, prepare

Alaska Municipal League
Revised 2/27/89



Exhibit 2

Pass Through Funds as a Percentage of Total FY 90 Governor's Budget

Slate Operating
$1,254,730.5

ALASKA MUNICIPAL LEAGUE
" 2/21/89

(All Figured in Thousands of Dollars)

Other /Health & Social Services Payments
$4,731.6 2% $1211,908.4 6.3%
Power Cost Equalization
$17,872.6 .8%
hared Taxes $15,201.9 1%

Past Through Funds
$920,267.4 43%

mK-12 Foundation Support
$463,343.5 21.5%

School Construction
Dcht Ileiinhursement

$104,024.2 4.8%
Revenue Sharing $'10,773.4 1.9%
Municipal Assistance $56,084.4 2.6%
Fisheries Enhancement Tax $6,431.4 .3%
mleasing $27,433.3 1.3%
$56,076.0 2.6%

Longevity Bonus

Source:

legislative Finance Division, Legislative Overview
of the Governor's FY 1990 Budget.



Resolution of the Alaska Municipal League

Resolution No. 89-5

A RESOLUTION URGING AN INCREASE IN
MINIMUM ENTITLEMENTS UNDER THE STATE
REVENUE f ARING PROGRAM

WHERE\S, Alaska’s smallest cities have been severely impacted by
decreases in federal and state funds, forcing them to cut back on basic life,
health, and safety services, and

WHEREAS, these small cities, due to small populations and tax bases,
are limited in their ability to raise significant local revenues, and

WHEREAS, the 1980 revision of the State Revenue Sharing Program
included a provision that each incorporated community and unincorporated
community would receive a minimum entitlement of $25,000 to ensure that
Alaska’s resource wealth was shared by all its citizens, no matter how
sparsely populated the area in which they lived, and that this entitlement was
to be adjusted for the cost of living, and

WHEREAS, due to underfunding, some municipalities do not receive
even the $25,000 minimum entitlement, and

WHEREAS, the cost of living since the inception of the program has
increased and the Miscellaneous Municipal Services Account, from which the
payments to unincorporated communities come, has been prorated by nearly
50 percent in recent years with the result that small communities have not
received the minimum entitlements, and

WHEREAS, this inability to operate with the minimum entitlements they
receive jeopardizes the State’s investment in Alaskan municipalities, and

WHEREAS, in order to increase the minimum entitlement for some
municipalities without penalizing other municipalities, the FY89 funding level
would have to be increased by at least $3.51 million;

NOW, THEREFORE. BE IT RESOLVED that the Alaska Municipal
League urges the Governor and 16th Alaska State Legislature to;

59



1 Increase the minimum entitlement level under the State Revenue
Sharing Program from $25,000 to $50,000, and

2. Provide an increase of $3.51 million to hold harmless larger
municipalities.

Adopted at Annual Business Meeting o November 18, 1988 o Fairbanks, Alaska
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Strapped Bush villages scratch for cash

By HAL SPENCCn
Cs-ty flawt report®

At least one rural Alaska village
Is about to drain and shut off part of
It» water system for the winter
because It lack* the money .0 keep Il
operating.

Some villages art io desperate for
money that they have sought disas-
ter relief from the state Department
of Military and Veterans Affairs —
the agency that delivers help only In
life-threatening emergencies such as
floods and firrs.

Eight Bush villages and five Na-

tive village corporations apparently
lost a total of $1.5 million In unin-

Ingeven federal withholding taxes.
These facts, and plenty more Just

sured deposits when Alaska Bank of* as grim, fell like bricks Friday on a

the North failed a few weeks ago.

towns and villages recently surveyed
by the Alaska Department of Com-
munity and Regional Affairs said
their residents are economically
worse oft this year than last year,
and 95 percent said they have re-
duced at least one municipal service.

Fourteen percent of those sur-
veyed said they are so strapped for
cash that they're having trouble pay-

" # roomful of village and small town
Forty-two percent of 128 Alaska '

dfflclals who attended a presentation
by <Jov. Steve Cowper's Cabinet
Combhllttee on Economic Dislocation.

Many In the room at the Egan
Convention Center came to hear
what Cowpcr Intended to do for
them as they scratch for cash to heat
buildings and meet payrolls In the
aftermath of state budget cuts
brought by the oil bust of 1988.

What they heard from Lt. Gov.

Steve McAlplne and other top offi-
cials was this: The state wants to
help with financial and technical
advice, but ran offer no Immediate
financial relief. Cowper himself put
It raora succinctly earlier this week
when ha told an Alaska Municipal
League luncheon crowd that unless
legislators find new sources of reve-
nue, be foresees no Increases In state
aide lo cities and villages.

"I guess I'm a little bit disap-
pointed,” said Walton Smith, the
dty manager of Mouotnin Village, a
community of 700 on the Yukon

River In western Alaska.

That had lo br the understatement
of the week.

Smltb, who waited anxiously all
week for McAlpinc's committee to
unveil a rumored relief package. Is
looking at a 1250,000 deficit In the
village budget after cutting hb staff
from four people lo two.

The committee’s relief package,
which was said to contain provisions
for loans, and for advance payment
of 1988 municipal assistance among
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regions. Alaska formerly betoegeo :0 rrgion No * vnieh
also includes Hawaii and Puerto R.co It » quite rxotn
iiv« for companies to -buy that region. thit ti. to buy
the nsJbt to bavt residents in that region call for free

Smirnoff said Alascom convinced AT&T to

include

Alaalta in repots No. 3, the West Coait region.

VILLAGES: Feel

[ CorKnued from Pago C-t

other things, la parked In
Cosrper's Office of Manage-
ment and Budget for study,
McAlplne said.

“You talk about bankrupt*
cy. | don't know wbat that
means. But | can tell you
we're broke," Smith tald.

Ha drew one of the few
laughs of the session when he
said: "There are some advan-
tages to being broke. You
don't get many bill collector!
on the Yukon River."

Smith said those who think
Mountain Tllag* is In tough
shape ha .n't ?coked cloeely
at scon* of other villages
around the state.

"If you look, you're going
to find that we're a long ways
from being in the wont
shape. Thar* are a lot of
Till in the (Yukon-Kusko-
kwim) Delta ridst now. ...
Their books arc to bad that
they don't evm know they're
in trouble yet. They're going
to start wondering "when the
checks start bouncing," be

said.

David Hoffman, a commit-
tee member and the commis-
sioner of Community and Re-
gional Affairs, said there are
four obvious reasons that so
many Alaska villages are
deeply in the red. At last
count, 18 at the description
end 20 more will by year’s
end, his department has said.

The first reason. Hoffman
said, was a 70-percent reduc-
tion In stata public works
outlays in the past two fiscal
years. At the same time, he
said, the state cut cash assis-
tance to local communities by
32 percent.

economic pinch

Then. Hoffman said, sever-
al regions suffered extremely
poor commerdsi fishing sea-
sons this year.

“And to add Insult to inju-
ry," be said, the Alaska Bank
of the North failed a few
weeks ago. Eight villages and
five Native regional corpora-
tions stand to lose about 11.S
million in uninsured deposits
In the bank, a huge amount
for entities of this size, one of
Hoffman's department heads
said.

If village officials at Fri-
day’s meeting needed more
convincing that the state isn't
about to bail them out any-
time sooo, it came from an-
other committee member. De-
partment of Environmental
Conservation Commissioner
Dennis Kelso.

“It’s no secret that some
towns are going broke, and
with it, their water and sewer
systems" he said.

Financially ailing villages
that want to save their
systems from freeze-up and
ruin essentially have two
choices at this point: Cut (_)f)-
erating costs or temporarily
shut them down. Whatever
the choice, the state stands
retdy to help with sdvice and
technical assistance, be said.

A team of DEC officials
plans next, week to travel to
one north central village to
give Instructions on how to
mothball part of an expensive
water system. Kelso said. He
snti hia staff declined to name
the village until officials had
met with the council there.

Other village* also are con-
sidering (hutting down their
systems, one of Kelso's aides

said.

SNOWSs -Motorists slow down

C

Continued from Pape C-1

a year to re-educate the summer drivers." said Sgt. Greg

Stewart.

"1 twtah the people had a little more control today that
yswterday,” said Art R»pp, a driver for ABC Towing.

Rapp eaid his company
during the snowfall.

robably pulled 23 or so can from

"1 think a W of It U speed. Then they run across
Mwwod* goihg*klow," he said. "Then someooe hits their
brakes'and jyerybody panics. | would probably panic,

PeeM held the weekend would bring only light Currie*
as the “rw prenure system which brought the snow

The Muraowie.-P— or.:r- us-ac-
however, would require :ze N-.r»i.-
oiitory Commission - oce agtary
must approve a final rut —  :-i
airplane with eases and tten mu
aircraft to see if the containers n
their Integrity.

Because the Japanese are connd-
uae of a narw-gcncraUoo Boeing T
carry the radioactive material, Uw
sumptloa Is that an aircraft of thr.
would be need In the crash test.

The Murkowxld-Proxmire amend
also would require that a can
dropped from the aircraft at cru
altitude.

The crash-test program would be
erned by the National Ennroam*
Policy Act Involving full public hrar

"Thii action puts the Senate on rt
early in the negotiations and gives u
opportunity to direct the agenda oc
plutonium Issue,"” Murkowski said
statement.
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Hard times put Alaska villages on the brink
Combination of al bust, cuts iInfederal aid leakt Native comrunities in bad financial shape;

By HAL SPENCER
U* I News raporter

Ttve bitter wind of hard
limes la battering village
Alaska harder and more sud-
denly than many people ex-
pected, Eighteen western
Alaska villages are In crillral
financial condition and anoth-
er 20 are expected to be In
similar strain by year's end,
slate official! say.

A sharp drop In state
epending sparked by the 1960
oil bust haa combined with
shrunken federal aid to leave
these Native corfimunltlei
wllh payroll) they can’t meet,
buildings they can’t heat, and
utilities they can't afford to
operate.

"We've got buildings all
over this damn village we;
can't afford lo take care of,"

* N*

aald Walton Smith, the city
manager of Mountain Village,
a Yuplk Eskimo community
of W5 people about 100 miles
northwest of Bethel on the
Yukon River.

"We've got a teen center, a
community hall that needs
thousands of dollar* of foun-
dation work, a clinic that
we're toeing because It really
needa foundation work, a

K

Business is brisk but, risky
on th/e Soviet black market

Da*1Nows

ENINGRAD, U.S.S.R. —The men ma-

terialLied from the crowd filling the

sidewalks on Nevsky Prospekt, the

main slrbet of this bustling and historic
city of 5 million people.

"Change m”neyT ' he whlsprrrd. 'Vhange
money?"

In the rly day* of the 10th century, when
Leningrad » U still §t. Petersburg, citizens
dr(_essed Ui.thkl_r;8undsy finery and ramr to
this long, 'straight * ard to see and be

W <y

By LEW FREEDMAN
rqort/

In modern-day Leningrad, the crowds still
flock to the heart of the city founded by Peter
the Great In 1703 to shop, dine and admire the
baroque buildings. But the aim of many Is not
to be seen. Nevsky Prospekt Is where the
illegal black market flourishes. These days,
many of those who walk along the three-mile
main section of the street talk out of the aides
of their mouths and move their eyes furtively,
on the lookout for police.

Tbe dark-haired man was In his 20s His
offer of three rubles for a dollar was against
tbe law. The official exchange rale Is ore

See Page A0. BLACK MARKET

brand new Head Start build-
log.'

g“We‘va got these projects
that wer* given lo us. They
brought us Jobs, but now we
can't afford.to maintain them
to we're letling them go,"
Smith said.

Recently. Gov. Steve Cow-
per hastily convened a lask
force h*aded by Lt. Gov.
Steve McAlplna.to look Into

SCVtop!
[ITO N

Daily News sport* adhor Law
Fraadman visited th* Soviet
Union for 16 dfjy* In August aa
a dalegata to'the 15th con*
faeence of Th* Forum for U.8.-
Soviet Dialogue.

Mora ttorte* on Soviet IIf#
In Forum, Pag# F-f

t what can be done tor

untaln Village and other
troubled hamleta dotting the
tundra from the Arctic Circle
to Kodiak Island.

"The problem Is that many
villages are oo the financial
brink. They're at the point
where they have got very
serious financial problems. In
some instances Irreversible
problems,” McAlpine said.

"We recognise that the legla-
Lature left no appropriation to
deal wijth It. We’re trying lo
figure out what we can do In
this situation.”

Direct financial relief la
not likely tbli year, said
Bethel Republican San. Johns
BlInkle), co-chairman of the
Senata Flbanc**Committee.,
° Se S .

4a* Back Pag* V1UAM «

Rare, nice store eases
pain of Soviet shopping

By BILL KELLER =
The New York Trnes

MINSK, U.S.S.R.

— At the comer of Partisan

Avenue and Zbdanov Street In this city, tbe Byelorus-

sian capital

mystifying to most Soviet cocuumen.

department store.

i a place that would seem utterly

It Is a nice

In this store, sales clerks do not sneer when a
customer approaches, as they do In roost Soviet stores
during those Infrequent periods when they are not on

cigarette breaks

The women's underwear section bere doe* nbt look
llka tbe usual unisex truss department, and tbe tho*

= 9a* ea-*, metitom
TR AR
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Mountain VBtapo: Conwiwrtty on the Yukon Nvor tow e+ * * *
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VILLAGES: They’rg"running out'of money

Commute <wm Pepo A-I

There s r.o'hing id the liw
=fiet permiti ‘he iCowperi ad-
ministration to just write a
-her* to cover village deficits.
I mia, you cant just ut
down and « rite a cfiece to the
Mountain V.T.age admituatra
tlon.1he taid

Bin*.ry said that (or now
ttate officials can continue to
offer management advice and
technical an.itance. iucn as
suggest.ons oo where to cut
oudgrit and help in rrscned

inrR/? deot
McAlpine said the crtilt
nai been compounded in toai
villages by numaivafc/nent
and reiuclancr to accept that
the days of easy money are
over

The itatr Department of
Community and Regional Af-
fairs. the agency that funnels
legislative appropriations and
technical advice to village
Alaska, has Dbteir quietly
~entiting with the problem
for ayear "What had been a
mattering of problems last
year is now

merit's director-of muuctpbi
and rrgiooalassistance:.
"trslentamely .seriptu.
TW difference between now
and yean past is that state
money isn't flowing as tasilv-
the capital Projects, revenue
sharing, municipal assis-
tance.  she said
Several far western vil-
lages suffered even more this
summer due to poor salmon
rur.s, McAipme said
Rutnerfore » department
nas prepared a list of 1( com+
munities aitn  immediate
and significant financial prob-
lems " They me.ode Mountain
Village. Teller. Kotlik. Steb-
bins.  CnalJkltet. Ambler,
Bucaiand. Deenng. Nostsk..
Noorvia. Scammon Bay.
Hooper Bay. Tuluksak. Ka-
siqiuk Akhrok. New Stuya-
hok. Ekwox, arﬁijin Hills
Mountain Village is amoag
the hard's! hit C.ty manager
Smuh said the community
bat an annual budget ol about
3*30000 witn a deficit expec
ted to be icout 1250000 this

ear
y Smirwf said one ethh b?/ené%
ry comfort enjoy:
village his become a particu-
lar aitatrois its M million
wster sysiem
The waiar is heated and
Cincuiaied nine months of the
at a minimum operatin
ﬂ of 1120000 'Y(EL(Je (:angiI
cut down on tne heating »'ost
U you do. the water freeiea
and then you «e got a million
dollir repair job." Smith
sold.
The growing scarcity of
rsonsi_income In village
.AAlaska iiso partly tbe result
K naw cutbacks. It ottaing
situation eveo worse,
TkUtb sad
ETUbout half of Use vhiage
unn are in arreirt of
mryfc bidt. tad oollmiaj is
mt* *y ‘ait. he uid The
M * * ™* gseuined without

nvieu tames dtne onl)l/
Jv> eiirjuen
I’IEI I’\Vl 1ﬁrl; by d.garg .p

N»v

'0_inetr houses
t S S Ijt/tfos tc
we'f "t

ervasive." said.
M Ruibatfocd. th».drpwt- -

/. *Jfitrthe state Ur no longer

i ocatiomofvnodes* =&fo ricku theslock

IpNootak,

"lot*.

<AanMot

Untkizeg

Mountain Vktape

Ic wwwon My o

Hoopor*5r,.#

T/\

« Tutafcnoh

.
Ul /TwVI HMO

u-

lewvr yeNrcf’fJO lo *75 and
go after those who won t pay
-We've taken the backhoe out
and dug up lines before. Peo-
ple tend to pay when they see
the bacshoc in front of their
houses. ' he said

Smith, who became city
manager only four months
ago. taid be cut bis own sala-
ry by M 000 to >21,000. He has
a fulltime and pan.time po-
lice officer, a clerk and a
bookkeeper. Ht't thinking
about cutting employee hours
and eliminating the part-time
police officer. . .

McAlpine uid village fi-
nancial problems have been
aggravated ui some cates by
poor management. It Isn't
mat village leaden were der-
elict In their duties, said Mar-
garet Hansen, a community
and regional attain official th
Koltabut Inilead. money
was often droj on village
officials who had only vague
notions about the need lor
bookke- j\r.( and auditing

Ptrhapa the most severe
case of misreaaagencfii oc
curred in BuckJand. an Inu-
put Eskimo village of 260
people about 70 miles south-
east of Kottebua

In KM. t previous village
administrator, wits ut tailing

one, St withholding
federal taxes for village em
ployees. Hansen said .

aosea. weo it helping

Buckland and several other
villages bring ibelr budget*
under control  discovered the
problem aaly recently. 'The
administrator wia Intercept-
tag warning kttara from the
Internal Revenue Servlet.”
Hansen aald ‘The city ¢ an-
al didn't even know Useprob-
Vm uisled ™

The village with an annual
tgidgrt of 1271i'f. now has
wr-in the Miotu; «*s* of pay
rgtne TRS e | » » « debt

ten Mid .
*» tv cut berl the t.im

Tbe biggest source of ttata

money for munieipolltle*. cn-

cludtng village governments.
Is state municipal assistance
and revenue sharing funds.
But budget figures s thot
total funding from this source
fell dramatically tn the pest
two years Three yean ago. it
was >140>million Last year.
1 fell to til} 7 million,” tod
this year, the total Is >901
million

In edditloo. billum-dollar
capital construction b ts
U the mid-19>0i have fallen
W ill MO million budget this

ear.

State municipal assistance
chief Rutherford said there is
hope oo the nonron for some
villages.

Her department and the
Department ol Commerce and
Economic Development arc
Marching for ways to put
eash into vlllagtf from
sources other than the govern-
ment.

Tor example, they are ex-

= plortng the oeatioo of "cabin

industries” that would put
small numbers of people to
-work. “Were not My mg we*H

" AncnwsoeOMrwMimcAW VS RRRWVIEAGTS B ngh Beg)

riot." th.

said.
and administrator both woak,.,

part-time, we've sold some
equipment” to ruse cash.

Still, sud Ma%or Jimmy
Geary Sr.. "without help
from the stsie.'therp's no way
we can survive "

Among _services that are
suffering is the village-owned
laundry, which is open only
balf-tima now. be said.

McAlpine said many vU-
laget made tbe ume mistake
committed by some urban
commurutlei' They failed to

the fan that, lute
funding wu declining, and
spent money they didn't hare.

Now. many- are takin
drastic steps 10 reduce S|
ing "Noorvtk cut their bud-
get in halt" Hanseo oald. "A'
new admtnlrim inn came la
not too long ago, and the new
administrator u gelling
>3).000 a year," The prrderes-
<or got MOjOX) Hansen sud.
“The oew adminisirsior i

getting half tbe pay and ta

doing twice the work "

The sudden seventy of the
problem in Busts Alaska
seemed to taka some top Cow-
perofliclkli by aurprit*

But it was no turp = to
Lee Conueb. the bead of tbe
University of Alaako'a Inatl-
luie of Sixlil and Economic
Rciaarth. Ho laud two events
contributed to the develop-
ment.

The first was the quiet
abriDkage cf federal asaia-
lance ilocv 1900 * trend vIr
tualiy unnoticed In tbe state

oil dollars poured in
ta (U1l the gap

“It'a dear that the whole
period of tha IWOa began to
witness = withdrawal of tho
fedem fowmmeot (Burvou
of Indian Affairs) achootl pul-
led eui The BtA disccnllsued
lit G==Vrall Relief Pesgriir. ta
buy fuei add olh/r things and
other programs ion federal
ematinee ne said

met* be quite flexible."

p ,

graot of about >70.000. Aniak,
m Kuskokwim River village
of 511 people, has created a
small canning plant to pro-
duce ‘"gourmet salmon
packs " State and Antak offi-
cials are optimistic about the
future.

Gortuch said the 12 rrgloo-
al Native corporations will
play a big part ta weaning
village Al
“transfer economy,” an econ
omy relying primarily on gov-
ernment “transfer pay-
ments." A transfer payment
occurs when the govtmrc ..
lakes mooey from one place,
gay the oil Industry, and
transfers It to another, ta thsa
case the villages

In the NANA Region, the
Red line mine, a jouit

venture of NANA and Comin--

co Alaska Inc.. U aetn as a
major aourct of permanent
Jobs once it begins production
ta .it9 or 1990 Gonueh not-
ed

Borne village populations,
which grew In recent years
with tbe oil money, will
ihnnk as life geta harder, be
predicted But Gortuch tees
no large-scale flight to urnan
canters

Villagers Q111 have subsis-
tence burning and fishing to
balp them gel by. at well as

an extended tamlly with -

.a baca to poal resource*.

"Numaroui people bars
been feracostljx the demisa &f
the Native villages for the
lam 0rrtrv The rtailUocoof
vlUagn la quit* high, and
their thilltlts lo adjust seem

he uid
runhermorv. GonuAi ad-
ded. many villagers "ausply
dé)r} ] nave anypiere rlae se

L ]

aska from Hi-

rAaLA iul fubvn u
kSUleiq at another tafUaa h*
er, Rolando Olaita. tho tha
aaa of aradical labor uaso
Tho kiIIing of OI*It* can
shortly a coup soaa
by list ume officers w
staged the rebellion U
moath. - -

Soma supporters of la
sBonth's uprialag have tc
gested that Its leaders. »
are oovr In hiding, an
adopt urban wartars as tr»
ne;

Some of the offlcm ha
Us the past boasted of hat-,
"hit lists" of leftist loarv
and memben of the (Cle-
ment with whose vitsrs ta
disagree The lewder ol =
coup, Coi. Gregono Hooas.

MISSILES: D

c Concivwed Irom Page a*
‘and ouclea; vat*;
csotain materials that nay
polaooout. explosive, n —?
tlve, or all three. These .
among the more daegtre
materials:
=Missile fuel. Differe
missiles carry differe:'. Qe
but all are dangerous to va
tag decrees. Soiid fuel, t-
lar to the hiel used —
s?eoe ihunle't booster re
els. contains an exp::t
blend ol aluminum pow.
and ammooium percmcrs

.Another type of propc-i-

nl. called hypetgnur h
gg%nns of twoyle]g?tdtmn
mooomttbyl bydraxiwe a
nitrc\)}qen leuoxide — thu
wet Violently when roc tar,
even ta the of
external rpark These r

are aiso lethal ;

sons

«Plutonium. Oo* ol the
ttntial ingrvdiects in sue.
warheads, plutonium S i
dangierously radioactive
small quantities eater
body through the air or wi
Ib* tubitsnce coaeenxates
bones. RediaUoo pouoai
cancer and other discern :
molt.

«Uranium. Both arsn
234 and 731 are used In =
nuclear warheads. Ce
pounds of both farms
called Isotopes — of this »
ascot can cauwr iteraan
kidney damage and ana
leslooa. Radiation tne* :
fenicies of uranium t
odgv ta the lungs pcsa
taM-tcrm cenccr hamrd.

<Beryllium Thia met
used ta nuclear warheads i
mirror to focus tnterse! er
*y and Increase the power
nuclear detonations. >
tremcly poisonous. _Et
short urpoaura ta bel7-L
<tad Its compounds can ca
dermatitis, roroeal bur
poaumotut and death

«Tritium. A ndioaci.
isotope it bydrogin. tr.s
u one of tbe crna pr>
sources ta a the.maa’c.
axploaioo ftIxn coennouac
with oxygen to form wste

thebodyu ita
and cause rwdiet
ta a wsrbowd tna-

tali .AnmUy comﬁa)_oairf
. Bl fhtioa tith
moMtarpamhtand with wai

Uoa emnc pewpwilee aau.
ta thoseadbaota aid lye.

nucleer vi7l«*(h ta™oe
coaveotlooal) enwatrr. ta
explosives el triggers TV
art designed lo errrtm.
taaentibva le shod u: fk
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ImpactsofDecliningRevenues

On Alaska's Smaller Communities

Summary

The Department of Community and Regional Affairs surveyed 128 of the smaller cities and 44
unincorporated communities statewide to determine their financial condition. This survey
indicated the downturn in the state's economy has resulted in reduced revenues and services in
small cities and unincorporated communities. As the full impacts of the State's economic
condition filter out to small cities there could beeven more significant reductions in revenues and
services in small communities.

Basic public health and safety services such as fire, police, health, water and sanitation have been
reduced across the State in an effort to accommodate declining revenues. In addition 47
communities reported they did not provide water service and 82 communities did not provide
sewer service. Every region of the state reports an increase in the number of cities and commu-
nities with residents who are having difficulty paying for municipal services. Itappears that the
gains made in public healti and safety in rural Alaska may be in jeopardy if State funding to
smaller communities continues to decline.

In FY86, almost 60% of the revenue for second class cities was derived from direct State funding
of entitlement programs, capital project grants or contracts for services (see Chart 1.2, page 1.2).
Entitlement programs such as Revenue Sharing and Municipal Assistance are of even greater
importance as the small community's capital project grant revenues are reduced. If further
reductions occur in entitlement programs it could result even greater cuts to basic health and
safety services since these funds often "'subsidize” watei, sewer and medical services.

Because of local economic conditions it is unlikely that most cities will be able to increase taxes
orservice charges to fully offset the decline in State funds. Unincorporated communities are even
more dependent on State funds because they do not have the power of taxation. Many
communities expect declines in health and public safety services ifcurrentlevels and methods of
State funding continue.

In order to cut costs, most communities have reduced positions, maintenance, operator training,
and operating hours of facilities and equipment. Fifty seven of the cities rurveyed reported they
have no property loss insurance. These conditions indicate that the State investment in equip-
ment and facilities may be in "eopardy, or at least that the useful life of facilities and equipment
may be reduced if only local revenue is available to support these faciliites and equipment.

Communities in the Yukon-Kuskokwim Delta, Bering Straits region, Northwest Arctic Borough
and the Doyon region appear to be the most negatively impacted.

In the Appendix, eight community case studies are piesenled to illustrate the meaning of the
survey resu)' =Communities were selected as typical examples of small rural communities in
their respective regions of the state.



Impacts of Declining Revenues A
On Alaska's Smaller Commum fiesh**/-

Introduction

During October, 1987, the Department of Community and Regional Affairs, Division of
Municipal and Regional Assistance, conducted a telephone survey of executive officials
from 172 Alaskan municipalities and unincorporated communities. The survey was de-
signed to gather information on the financial situation of communities outside of the major
metropolitan areas. The survey concentrated on these communities because there was little
information available on the economic impacts upon the smalle- communities compared
to information about urban areas.

The survey results are presented on a statewide basis, by regions of the state, and by
community size. The intent of the survey was to focus upon the more profound and
widespread financial issue confronting Alaska's smaller communities.

This Report is divided into five chapters:

Chapter One - Municipal Survey Results:

This chapter reviews the significant findings of the Economic Dislocation
Survey as relates to small rural cities. The survey data are ex-mined in
terms of regions, and city size. This chapter looks closely at the lovenue
situation and impacts upon service delivery.

Chapter Two - Unincorporated Community Survey Results

This chapter reviews the significant findings of the Economic Dislocation
Survey as they related to the State's unincorporated communities

Chapter Three - Policy Issues

This chapter identifies and discusses some of the major policy implications
for the State to oe drawn from the survey results.

Appendix - City Case Studies

This chapter is an effort to bring the realities of the economic situation facing
rural cities into a more focused perspective. Each case study presents a
description of dty revenues and expenditures as well as the level and type of
services provided by the city. The pupose of the case studies is to review a
"typical” dty in each region and not look for worst case scenerios.
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Cliapter 1

Municipal Revenue Reductions

With the recent downturn in the state's econo ny there has been a reciprocal reduction in
municipal revenues and expenditures. For the cities in the survey sample, it appears that an
overwhelming majority have reduced budgets this fiscal year. The following chartidentifies
the percentage of cities statewide which experienced budget reductions this year:

Chart 1.1 Percentage of Surveyed Municipalities With
Budgets Reduced From Last Year

Home Rule Munldpalitiea 77.8%
litdan Cltlei 66.7%
2nd daai Otie* 81.1%

0% 10 20 30 40 50 60 70 SO 90 100%

The municipalities with budget reductions identified in the above chart are indicative of a
trend that has been occuring for several years. The following Chart 1.1 reveals the trend in
municipal budget reductions for second class cities occurring since FY84.

The entitlement programs identified in Chart 1.2 (Municipal Assistance and State Revenue
Sharing have slightly declined in their proportion of municipal budgets as the amount of
funding for entitlement programs has declined from FYL4 to FY87.

Each year the State Revenue Sharing (SRS) and Municipal Assistance (MA) programs
provide municipalities with essential operating revenues. The reduction in funding for each
of these two programs from FY ’86 to FY *83.-mount to a little less than 32%. These reductions
have an especially large impact on the second class cities ac a :;*nificant portion of their
budgets come fr'vn these program sources.

The entitlement funds are crucial to the operations of many smell municipalities because
these funds are the only source of discretionary funds. Such fund* frequently cover munici-
pal administrative costs, cover losses in services revenue, and nelp pay for services that
generate little or no revenue.

Chart1.2also reveals that the overall contribution from State sources (Municipal Assiastance,
Revenue Sharing and Government Revenues) has consistently made up over 50% of the
operating revenues available to small municipalities until FY 87. As government revenues
have been drastically reduced, the State contribution has dropped to 42.3% in Fy 87.
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The following chart demonstrates how municipal budget reductions have varied by
legions of the state.

Chart 1.3 Percentage of Surveyed Municipalities (By Region)
With Budgets Reduced From Previous Year
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Chart 1.4 identifies by city size the effect of budget reductions. Note that over 90% of
Alaska's second class cities have a population of 600 or less. Itis clear from the chart that
an overwhelming majority of the second class cities surveyed have experienced budget
reductions.

Chart 1.4 Percentage of Surveyed Municipalities (By Community
Size) With Budgets Reduced From Previous Year
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The reduced ability of families to pay municipal service charges compounds the problem of
reduced dty revenues. The following charts identify where the impacts of reduced ability to
pay for municipal services are being experienced:

Chart 1.7 Percentage of Surveyed Municipalities (By Region)
Reporting An Increased Number Of Families Experiencing
Difficulty In Paying For Services
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The following chart indicates that residents in many smaller cities are experiencing a re-
duced ability to pay for services.

Chart 1.8 Percentage of Surveyed Municipalities (By Community Size)
Reporting An Increased Number Of Families Experiencing
Difficulty' In Paying For Services
Population
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According to the survey results, of the 128 cities questioned 55% (70 cities) j rovide police
services. This fiscal year, thirty-eight (38) of the 70 cities providing this service have had to
reduce police services. In addition, 17% (12 cities) of the cities providing police protection
report that the service will be eliminated if local economic conditions continue next year.

The survey further indicates that the most common reductions are in the areas of staff
positions; reduced hours; and, reduced salaries.

POLICY ISSUES: There are several factors that demand that rural cities have local public
safety officials. As indicated in recent Anchorage Daily News articles, rural Alaska tends to
have a high level of violent crime and death, much of which is alcohol related. The control
of alcohol coming into communities is a difficult task but without the ability to enforce local
alcohol control laws the task is impossible. Inaddition, most of these cities are remote and
isolated from immediate assistance from the State Troopers. A forced reduction in rural
public safety raises thequestions nfhow importantitis to theState toensure the safety of rural
residents and whether there is a basic level of protection all communities should enjoy.

HEALTH CLINICS

The majority of Alaska's small rural cities have ahealth clinic staffedby Village Health Aides.
The Health Aides provide primary and health maintenance care. A majority of these clinics
are funded, in part, by the U.S. Indian Health Service. In addition, there are 118 cities
dedicating a portion of State Revenue Sharing funds to clinic operations. A city’s contribu-
tions to the clinic normally covers building maintenance, operations costs, and the funding
of alternative health aides.

According to the survey results, of the 128 cities questioned 72% (92 cities) provide funds for
community health clinics. This fiscal year, 23 of the 92 cities providing this service have had
to reduce the level of service. Inaddition, 12.5% (16 cities) of the cities funding health clinics
report that the funding will be eliminated if current revenue conditions continue next year.

The survey further indicates that the most common reductions are in the areas of operations
and maintenance costs; reduced hours; and, equipment not replaced.

The great distance many small rural cities are from fully staffed medical facilities necessitates
the continuation of fully operational village health clinics. Since Statehood, Alaska has
funded the construction and maintenance of health clinic facilities across the State. This
effort, combined with annual allocations of federal dollars and the efforts of the regional
Native health corporations, has resulted in greatly improved health services for rural
residents



prohibitive cost of drilling wells in rural Alaska and the presence of deep permafrost make
the feasibility of individual wells unlikely in many communities. A more detailed descrip-
tion of the range of water services provided by rural cities can be found in the Appendix -
Community Profiles.

Of the 128 cities questioned, 77% (99 cities) have a municipal managed water service. This
fiscal year, 17 of the 99 cities providing this service have had to reduce the level of service.
Service charges have been increased by 13 cities. In addition, 14% (14 cities) of the cities
managing a water service report that the service will be eliminated if local economic
conditions continue next year.

The survey further indicates that the most common reductions are in the areas of reduced
hours of operation; reduced salaries; and, reduced operation and maintenance budgets.

POLICY ISSUES: Having an ample supply of safe drinking water is one of the most basic
community needs. Does the State have a responsibility to ensure that each community has
adequate water? What will happen to the State's investment in water systems ifmaintenance
isneglected? Are there sufficient dollars available for the Village Safe Water Program? How
much will the State save in future health care costs by assuring safe drinking water is, and
continues to be, available?

SEWER SERVICE

Virtually every rural dty has a means of sewage disposal though some are rudimentary by
urban standards. Such systems can vary from individual septic tanks, to a honey bucket
pickup system with an open sewage lagoon, to an outhouse, or a sophisticated secondary
treatment plant. Many of the systems have been developed with a combination of Public
Health Service and State funds but are managed by the munidpalities.

According to the survey results, of the 128 cities questioned 55% (70 cities) have a munidpal
managed sewage disposal system. This fiscal year, 11 of the 70 aties providing this service
have had to reduce the level of service this year. Service charges have been increased by 11
dties. Inaddition, 16% (11 cities) of the dties managing asewage disposal system report that
the service will be eliminated if local economic conditions continue next year.

The survey further indicates that the most common reductions are in the areas of reduced
salaries; reduced positions; reduced hours; and, reduced operation and maintenance budg-

et.

POLICY ISSUES: The safe and sanitary disposal of sewage is essential for the maintenance ¢
of community health. If the existing rural systems are allowed to deteriorate there could a
reciprocal decline in res'dents health. Again, is there a basic level of sanitation services that
the State should guarantee each community in order to prevent higher health care costs in
the future;
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LAUNDRY FACILITIES

Many rural dties have city owned and operated laundry facilities. The city laundry
frequently is the watering point for communities without distribution systems and also
offers bathing facilities. The managementofalaundry facility can also provide adty without
asewage system ameans for disposing waste gray water. Many of these facilities have been
constructed with funding from the State's Village Safe Water Program.

According to the survey results, of the 128 cities questioned 31 %(40 dties) have amunidpal
managed laundry facility, twenty-two of the 40 dties providing this service have had to
reduce thelevel ofservice thisyear. Inaddition, 20% (8 dties) of thedties managing alaundry
facility report that the service will be eliminated if local economic conditions continue next

year.

The survey further indicates that the most common reductions are in the areas of reduced
staff positions; reduced hours of operation; and, reduced operation and maintenance
budgets.

POLICY ISSUES: To urban residents, laundry facilities might seem like a strange service for
alocal government to provide. However, in rural Alaska when many homes do not have
running water, the laundry fadlity provides two basic public health Amctions: a place for
washing dothes and bathing. Often the laundry building houses the only water treatment
plant. Thepotentiallossofthesepublicfadlitiesandthequestionofmaintainingabasiclevel
of public health should be considered by the State.

CITY ADMINISTRATION

The administration of a dty government is an essential function in the management of a
municipality. Almost every dty in the State has paid administrative staff. In the smaller
dties, this frequently indudes only the mayor and an administrator/dty derk. In addition,
many of these dties have staff who are responsible for the direct delivery of munidpal
services (i.e., equipment operations for road and landfill maintenance, and electrical plant
operators).

According to the survey results, of the 128 dties questioned 97% (124 dties) have dty
administrative staff. This fiscal year, 73 of the 124 dties providing this service have had to
reduce administrative capacities. This reduction has resulted in the loss of 122 positions in
dty governmentemployment which is often amajor source of year-round jobs in small cities.

The survey further indicates that the most common reductions in administrative capaci ty are
in the areas of reduced staff positions; reduced hours of operation; and, reduced salaries.
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Municipal Services Reductions

The reductions in State Revenue Sharing (SRS) and Municipal Assistance (MA) combined
with the downturn in capital construction funds have resulted in a reduction in the services
provided by cities. Of the cities surveyed, 95% have had to reduce at least one service. The
charts below indicate which services are provided by the surveyed cities and how these
services have been reduced this year; statewide, and by region:

Chart 1.9 Number of Cities Surveyed Providing Municipal Services
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Chart 1.11 Percentage of Surveyed Municipalities (By Region)
Which Have Reduced Essential Services

For each service, the three regions with the greatest
percentages of reductions are highlighted

Maintain

Fire Police Health Roads Water Sewer
Aleutians L -0- 40 17 40 * 17 -0-
Bering Straits 27 0 67 67 13 -0-
Bristol Bay 26 33 12 32 7 -0-
Doyon 21 20 23 37 24 11
Kodiak 33 «0* 25 67 17 20
Northwest Arctic -0- 100 44 44 33 50
Southcentral 7 22 38 36 8 9
Southeast 16 58 28 47 17 29
Yukon Kuskokwim Delta 42 56 35 52 22 9

Note: The above pcrcntages are based upon those ades providing services. Servicer for the Arctic Slope
region are provided by the North Slope Borough and are not covered in this chart.
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Insurance

Insuranceis a large expense for many small cities. Itis also anecessaryexpense tohelp ensure
the continued delivery of municipal services. The survey results indicate that 45% of the
surveyed communities do not have property insurance. This is significant because of the
tremendous growth of public facilities in these communities during the past five years. The
following charts depict the status of insurance coverage in rural Alaskan communities as

identified by the survey.

Chart 1.14 Liability Insurance Coverage
of Surveyed Communities
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Chart 1.15 Property Loss Insurance Coverage
of Surveyed Communities
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The reduction in State Revenue Sharing dollars has had a pronounced affect upon these
communities. Since 1985 there has been almost a 40% reduction in these funds available to
unincorporated communities. Table 4.6 profiles rise and fall of State Revenue Sharing funds
distributed to these communities from 1981 to the present. The amounteach unincorporated
community receives is a flat amount and is not influenced by the type or level of services
offered by a community.

Chart 4.2 Revenue Sharing For Unincorporated Communities Since 1981
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The unincorporated communities are concerned with the current state of their local econo-
mies. All the communities surveyed were asked to think about the future of the community
over the next couple of years and indicate how they saw their financial situation. The results
show concern about the future. Table 4.2 indicates that 86% of the respondents view their
situation from critical to concerned.

Chart4.3
Unicorporated Communities Financial Situation
As Reported In Survey

45 m 44%

40 m
35 -
30 e

30%

% 25 o
20 .
15 - 12%
10 .
0 A
01

Critical Serious  Concerned Acceptable No Problem

9%
5%



Department aECommunity-an&Regional A£LiiiM Fage-4.4*

UNINCORPORATED DEBTS

A significant number of the unincorporated communities have incurred additional debts this
year, placing increased pressure on limited budgets. The following chart identifies what
percentage of the unincorporated communities surveyed have encumbered what kinds of

increased debts.

Chart 4.6 Percentages of Surveyed Unincorporated
Communities With Significant Debts
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Chapters

Policy Implications of the
Economic Dislocation Survey Results

The results of the Economic Development Survey indicate that Alaska'seconomic downturn,
and particularly the reduction in State funding of local government projects, has seriously
affected the ability of rural communities to provide basic public services. The communities
surveyed have reported increasing difficulty in meeting the costs of maintaining and
operating the many public facilities constructed during Alaska's recent period of relative
wealth. Indications are that the abilities of rural communities to provide services and
maintain facilities 'will continue to deteriorate unless there is asignificant turnaround in the
state's general economic picture. At the same time, the ability of State government to assist
local communities has been severely handicapped by the decline in State revenues.

This situation poses significant questions for decision makers. A number of such questions
are listed below, followed by a discussion which expands upon thesi questions.

POLICY QUESTIONS

0 State Responsibility. What is the State's responsibility or appropriate role in
addressing the immediate problem of reduced services and reduced facilities
maintenance?

0 Local Responsibility. Whatis the "local' responsibility, and ability, toaddress
this situation.

o Definition of ""Basic Needs."™ Should standards and criteria for "*basic needs"
be established to serve as a framework for equitably determining tb 1llevel of
supportfor "essential'* services? Ifso, should such standards include commu-
nity size, or location, with respect to the relative efficiency of service provision
and facilities maintenance? Should certain services and/or facilities be given
priority status in State/local budget reduction considerations.

0 Local Government Problems. Does the structure of local government forma-
tion in Alaska lead to the existence of local governments too small to meet the
needed fiscal and service delivery requirements?

0 Mothballing Option. Would the temporary mothballing of certain public
facilities be a feasible measure?



A determination of local responsibility must be made in conjunction with a decision on the
basic level of services to which all Alaskans are entitled. Once this decision is made, then
costs of the basic level of services can be estimated. With this information in hand it is
possible to address the question of local responsibility and ability to pay. (See discussion
below on basic needs.)

There are anumber of policy questions related to deciding local responsibility for providing
services, _nd constructing and maintaining public facilities. Should an "appropriate' or
""acceptable’ leve. of local financial responsibility or "ability topa/* be determined? Would
this be done on astatewide, regional, or community basis? Should standards and criteria be
developed to serve as a framework for determining the allocation of financial responsibility
between the State and local governments?

Regarding the "local ability to pay,” there are two different kinds of measures that need to
be considered. First, in considering the general feasibility of the public policy option of
allocating certain costs between Statt and local governments (or other local entities), there
is a need to estimate the level of financial burden which local governments (and residents)
would potentially be able to bear. Secondly, if such an allocation policy was actually
implemented, there would likely be aneed to establish suitable criteriaand standards for use
in the formal determinations of an appropriate ‘local’ share.

Determining ""Basic' Needs

Many have argued for the establishment of a more rational capital project planning process
and the establishment of standards which define in some way the level of services and
facilities which would be considered as "basic' community needs. The few such standards
thatdo exist are fragmented and often do not play any effective role in determining the actual
course of community development.

"
The construction of particular public facilities in any given community is still largely the
result of a fortunate encounter between available outside revenues, a "'local” concept, and a
specific political will atsome level of government.

It is generally accepted in the U.S. that certain services are essential. Among these are
education (mandated by law), public safety (police and fire protection) and health and
sanitation (safe water, sewage disposal, solid waste disposal). However, given the relatively
high cost of providing these services in many small Alaskan communities, and the fact that
the State has limited resources, what can the State be reasonably expected to provide?

This question has several components:

0 To what services is every Alaskan entitled regardless of his/her cr the local
government's ability to pay?
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Communities do receive substantial financial support from theState through programs such
as Power Cost Equalization, State Revenue Sharing and Municipal Assistance. However,
State funds have been on the decline and the fixed costs of operating and maintaining
facilities are typically so high that they consume all of the State assistance monies, and then
some. Communities who received financial assistance often do jot have the human and
additional financial resources necessary to provide the services they been encouraged to
provide. It is difficult, with a small population base, to find the managers and technicians
necessary to financially and administratively manage services and maintain facilities in a
proper state of repair. Because of this lack of human and financial resources, many rural city
governments are often far in debt; collections for services are behind, or not made atall; and
equipmentoften mustbe replaced prematurely because of poor maintenance. Policy makers
need to address this issue by examining structural alternatives to service provision. This
could include some form of public service management and maintenance services on a
regional or sub-regional basis. The maintenance and management of public facilities and
services associated with the REAAs might serve as a beginning point.

Mothballing Alternative

A program of ""'mothballing™ certain public facilities is one interim measure for policy makers
toconsider. Many existing community facilities were constructed during periods when State
fundingwas relatively plentiful. Now thereis ashortage of financial resources to adequately
maintain these facilities.

One basic assumption in any serious discussion of mothballing is that the financial situation
will improve in the future to the point that funds will be available to reopen and maintain a
mothballed facility. Mothballing is premised on the chance that sometime in the future the
facility canbe restarted. Ifthisdoes notappear tobe the case, salvage of the facility may make
the most economic sense. However, even if there is only asmall chance that the facility can
be restarted, it may make sense to mothball the facility, if the costs of doing so are relatively
minor. Boarding windows, locking doors, draining fluids on equipment, covering exterior
equipment, draining water pipes may be all that is required to keep equipment in order for
several years.

Questions about mothballing need notonly be answered at the local level, in terms of specific
facilities, but also at the State level in terms of community facilities in general. For example:
Is the economic situation going to change regarding the future ability to maintain facilities?
What types of facilities should be mothballed? What are the appropriate measures to take
for each facility? What are the costs and benefits of alternative measures? How much
technical and financial assistance to communities should the state provide?





