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RE: SB 31: An Act relating to entitlements for m unicipalities
and unincorporated com m unities; and providing to r an effective date.

This is a very sim ple bill that raises the minimum entitlem ents for 
both incorporated and unincorporated com m unities from $25,000 to 
$50,000 under the state revenue sharing program.

Because of a relative lack of resources, many small comm unities in 
our state are in serious financial trouble. The costs of managing a 
m unicipality have increased greatly ove: the years, but the am ount 
of state assistance to these particular com m unities under the 
revenue sharing program  has not increased since 1981. All 
com m unities in A laska rely on state funding to provide basic services 
to their residents. However, it is increasingly difficult for our cash 
poorest com m unities to provide this basic, minimal level of service.

I have no intention of creating a hardship for any comm unity as a 
result o f this legislation. Therefore, the effective date clause 
specifies a level o f funding which would effectively hold harmless 
any com m unity receiving m ore than the minimum entitlem ent.
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F I S C A L  N O T E  A T T A C H M E N T  
SB 31

Th i s  bi l l  w o u l d  i n c r e a s e  the a m o u n t  of f u n d s  i s s u e d  to 
r e c i p i e n t s  u n d e r  the S t a t e  R e v e n u e  S h a r i n g  P r o g r a m  by 
i n c r e a s i n g  m i n i m u m  e n t i t l e m e n t s  for u n i n c o r p o r a t e d  c o m m u n i t i e s  
and m u n i c i p a l i t i e s  f r o m  $ 2 5 , 0 0 0  to $ 5 0 , 0 0 0 .  S i n c e  th i s  w o u l d  
a f f e c t  the a l l o c a t i o n  of f u n d s  u n d e r  the r e v e n u e  s h a r i n g  
f ormula, the r e a l l o c a t i o n  of f u n d s  w o u l d  r e s u l t  in a d e c r e a s e  
in e n t i t l e m e n t s  to o t h e r  r e v e n u e  s h a r i n g  r e c i p i e n t s  in the 
a b s e n c e  of a d d i t i o n a l  f u n d s  for the p r o g r a m .  T h i s  b i l l  w o u l d  
take e f f e c t  o n l y  if a d d i t i o n a l  f u n d s  are m a d e  a v a i l a b l e  to 
"hold h a r m l e s s "  t h o s e  o t h e r  r e c i p i e n t s .

This f i s c a l  n o t e  is b a s e d  upon the d i f f e r e n c e  b e t w e e n  the F Y  89 
S t a t e  R e v e n u e  S h a r i n g  a p p r o p r i a t i o n  and the a m o u n t  in S e c t i o n  3 
of the bill. B a s e d  u p o n  our m o s t  r e c e n t  data, it is e s t i m a t e d  
that it w o uld c o s t  a p p r o x i m a t e l y  $ 3 , 4 4 1 , 0 0 0  to "hold h a r m l e s s "  
re c i p i e n t s .  H o w e v e r ,  we a n t i c i p a t e  c h a n g e s  to our F Y  90 d a t a  
w h i c h  w o u l d  i n c r e a s e  the c o s t s  c l o s e r  to the $ 3 , 5 1 0 , 0 0 0  a s s u m e d  
by the bill.

p a g e  2 of 2
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P O S I T I O N  P A P E R

RE: SB 31

S P O N S O R S :  S e n a t o r  A d ams and S e n a t o r  Z h a r o f f

E F F E C T S  OF B I L L

T h i s  bill w o u l d  i n c r e a s e  the S t a t e  R e v e n u e  S h a r i n g  P r o g r a m  
e n t i t l e m e n t  for u n i n c o r p o r a t e d  c o m m u n i t i e s  f r o m  $ 2 5 , 0 0 0  to 
$ 5 0 , 0 0 0  and the m i n i m u m  m u n i c i p a l  e n t i t l e m e n t  $ 2 5 , 0 0 0  to 
$ 5 0 , 0 0 0 .

B a s e d  up o n  F Y  90 data that has not y e t  b e e n  f i n a l i z e d ,  it is 
e s t i m a t e d  that 61 u n i n c o r p o r a t e d  c o m m u n i t i e s  wi l l  r e c e i v e  S t a t e  
A i d  to U n i n c o r p o r a t e d  C o m m u n i t i e s  u n d e r  the S t a t e  R e v e n u e  
S h a r i n g  P r o g r a m .  U n i n c o r p o r a t e d  c o m m u n i t y  e n t i t l e m e n t s  a r e  
p a i d  out of the M i s c e l l a n e o u s  S e r v i c e s  A c c o u n t ,  a l o n g  w i t h  
e n t i t l e m e n t s  to m u n i c i p a l i t i e s  for roads, h e a l t h  f a c i l i t i e s  and 
h o s p i t a l s ,  and e n t i t l e m e n t s  to v o l u n t e e r  fi r e  d e p a r t m e n t s  in 
the u n o r g a n i z e d  borough. The r e v e n u e  s h a r i n g  e n t i t l e m e n t s  f r o m  
th i s  a c c o u n t  w i l l  be p r o r a t e d  at a b o u t  55 p e r c e n t  in FY 90, so 
that u n i n c o r p o r a t e d  c o m m u n i t i e s  w i l l  r e c e i v e  a b o u t  $ 1 4 , 1 7 1  
r a t h e r  than $ 2 5 , 0 0 0 .  A s s u m i n g  F Y  90 f u n d i n g  v a r i a b l e s ,  r a i s i n g  
the u n i n c o r p o r a t e d  c o m m u n i t y  e n t i t l e m e n t  to $ 5 0 , 0 0 0  and 
i n c l u d i n g  the p r o r a t a  share of a d d i t i o n a l  f u n d s  p r o v i d e d  for in 
S e c t i o n  3 of the p r o p o s e d  l e g i s l a t i o n ,  the e n t i t l e m e n t  w o u l d  
i n c r e a s e  the a c t u a l  p a y m e n t  to u n i n c o r p o r a t e d  c o m m u n i t i e s  to 
a b o u t  $ 2 8 , 2 9 7  t h r o u g h  a r e a l l o c a t i o n  of f u n d s  w i t h i n  the 
M i s c e l l a n e o u s  S e r v i c e s  A c c o u n t .  W i t h o u t  the a d d i t i o n a l  f u n d s ,  
the p a y m e n t  to u n i n c o r p o r a t e d  c o m m u n i t i e s  w o u l d  i n c r e a s e  to 
a b o u t  $26 , 6 9 5 .  O t h e r  p a y m e n t s  f r o m  t h i s  a c c o u n t  w o u l d  be 
r e d u c e d  by a b o u t  5.7 percent.

In FY 90, we p r o j e c t  that a b o u t  81 m u n i c i p a l i t i e s  w i l l  r e c e i v e  
f u n d s  under the m i n i m u m  m u n i c i p a l  e n t i t l e m e n t  p r o v i s i o n .  T h e  
a m o u n t  of m o n e y  used to fund the e x i s t i n g  m i n i m u m  m u n i c i p a l  
e n t i t l e m e n t  ($2 5 , 0 0 0  plus a c o s t - o f - l i v i n g - a l l o w a n c e  g e o g r a p h i c  
d i f f e r e n t i a l )  w i l l  be about $1 . 4  m i l l i o n ,  w h i c h  c o m e s  fr o m  the 
tax e q u a l i z a t i o n  a c c o u n t  of the s t a t e  r e v e n u e  s h a r i n g  p r o g r a m .  
A s s u m i n g  FY 90 f u n d i n g  v a r i a b l e s ,  this bill wi l l  i n c l u d e  an 
a d d i t i o n a l  27 c o m m u n i t i e s  u n d e r  the m i n i m u m  m u n i c i p a l  
e n t i t l e m e n t  p r o v i s i o n .  Ac t u a l  p a y m e n t s  w i l l  vary, b a sed u p o n  
d i f f e r i n g  C O L A ' S  and the im p a c t  of the p r o r a t i o n i n g  of the tax 
e q u a l i z a t i o n  a ccount.

21-P1LH



RE: S B  31 P O S I T I O N  P A P E R
F e b r u a r y  17, 1989 
P a g e  Two

C O M M E N T S

I n c l u d i n g  the p r o r a t a  s h a r e  of a d d i t i o n a l  f u n d s  p r o v i d e d  for in 
S e c t i o n  3, the p r o r a t i o n  f a c t o r  for o t h e r  p a y m e n t s  f r o m  the tax 
e q u a l i z a t i o n  a c c o u n t  w o u l d  fall fron. a b o u t  94.8 p e r c e n t  to 
a b o u t  86.4 p e r c e n t .

W i t h o u t  the a d d i t i o n a l  funds, the p r o r a t i o n  f a c t o r  for o t her 
p a y m e n t s  f r o m  the tax e q u a l i z a t i o n  a c c o u n t  w o u l d  fall from 
a b o u t  94.8 p e r c e n t  ,o a b o u t  '84.9 p e r c e n t .

T h e  d e p a r t m e n t  s u p p o r t s  the c o n c e p t  of this bill, w h i c h  is 
d e s i g n e d  to g i v e  a g r e a t e r  m e a s u r e  of f i n a n c i a l  s u p p o r t  to 
t h o s e  s m a l l e s t  m u n i c i p a l i t i e s  a n d  c o m m u n i t i e s  in the state. 
R e c e n t  e v e n t s  h a v e  s h o w n  that t h e s e  s m a l l  m u n i c i p a l i t i e s  are 
s u f f e r i n g  t r e m e n d o u s  h a r d s h i p .  T h o s e  m u n i c i p a l i t i e s  w h i c h  will 
be a f f e c t e d  by t h i s  p r o v i s i o n  w i l l  be t h o s e  w i t h  r e l a t i v e l y  
s m a l l  local r e v e n u e  r a i s i n g  c a p a c i t i e s  b e c a u s e  of the lack of a 
l o c a l  tax base. C o n s e q u e n t l y ,  t h e  b i l l  w o u l d  f o c u s  a s s i s t a n c e  
on those a r e a s  w i t h  the g r e a t e s t  n e e d  and the l e a s t  r e s o u r c e s  
to r e s p o n d  to t h e  need. A c o n t i n u i n g  p r o b l e m  for these 
m u n i c i p a l i t i e s  is to a t t r a c t  and r e t a i n  q u a l i f i e d  m u n i c i p a l  
p e r s o n n e l  b e c a u s e  o f  t h e i r  i n a b i l i t y  to p a y  a d e q u a t e ,  s t a b l e  
wages. R a i s i n g  the m i n i m u m  e n t i t l e m e n t  w i l l  e n h a n c e  their 
a b i l i t y  to do this, l e a d i n g  to g r e a t e r  c o n t i n u i t y  of s e r v i c e s  
at the l ocal l e v e l ,  and a b e t t e r  a b i l i t y  to m a i n t a i n  p r o p e r  
f i s c a l  c o n t r o l s  o v e r  l o c a l  f i n a n c e s .

T h i s  bill w o u l d  t a k e  e f f e c t  p r o v i d i n g  that a d d i t i o n a l  f u n d s  in 
the a m o u n t  of a p p r o x i m a t e l y  $3 . 5  m i l l i o n  are m a d e  a v a i l a b l e  to 
the S t a t e  R e v e n u e  S h a r i n g  P r o g r a m .  W i t h o u t  a d d i t i o n a l  funds, 
the r e a l l o c a t i o n  o f  f u n d s  w i l l  r e s u l t  in a d e c r e a s e  in 
e n t i t l e m e n t s  to o t h e r  r e v e n u e  s h a r i n g  r e c i p i e n t s .  In l ight of 
the s t a t e ' s  r e v e n u e  s i t u a t i o n  at th i s  point, t h e  A d m i n i s t r a t i o n  
is u n a b l e  to s u p p o r t  a r e q u e s t  for a d d i t i o n a l  f u n d s  to the 
p r o g r a m  n e c e s s a r y  to "hold h a r m l e s s "  o t h e
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B. MUNICIPAL ASSISTANCE/REVENUE SHARING PROGRAMS 
1. Revenue Sharing:

a. The League supports the State Revenue Sharing Program. In 
order to provide more predictability of payments under the program and to insure 
that the benefits and burdens of changes In state revenues are shared equitably 
by state and local government, changes In the annual appropriation by the 
Legislature to the State Revenue Sharing Program should be based on such 
criteria as state population, Inflation, cost of local government st/vices, and other 
timely considerations.

b. In those cases in which legislation is approved Increasing the 
state revenue sharing entitlement for specific recipients or for a specific purpose, 
the League advocates that the total funding for state revenue sharing be Increased 
accordingly in order to preclude the dilution of funding to other recipients.

c. The League supports an Increase In the state revenue sharing 
minimum entitlement.

d. The League supports full state funding for road maintenance at 
the $2,500 per-mile level and ice road maintenance at the $1,500-per-mile level 
determined by the First Session of the 11th State Legislature. The League also 
supports the adjustment of that amount to reflect the increased cost of 
maintenance. The League also urges that the Legislature add an entitlement for 
winter trail staking.

e. The League is very concerned that funding of miscellaneous 
statutory entitlements not dilute revenue sharing appropriations. The League 
recognizes this program’s purpose in providing funding of basic services expected 
by the public.

The delivery of public services is the primary purpose of state and local government and 
can best be implemented through a cooperative state/local partnership. The State, with 
its acknowledged superior access to public resources, has recognized that many public 
services are more effectively delivered through local government and that state 
resources should be used to assist municipalities in delivering such services. In order 
to maintain the appropriate level of locally delivered services, revenue sharing and the 
various municipal assistance programs should be adjusted annually based on factors 
that are relevant to the services to be delivered. This would make the program more 
rational and improve predictability of funding levels. In addition, such funds should be 
partially funded at an adequate level at the beginning of the fiscal year so that 
municipalities are not required to "borrow" from other local funds to support the State’s 
share of such programs.
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Strapped Bush villages scratch for cash
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A t least one rural Alaska village 
Is about to drain and shut o il pari of 
I I I  water aystem for the winter 
because It lacks the money to keep It 

.O  operating.
Some villages are to desperate for 

r - money that they have sought dlsss- 
_  ter relief from the atate Department 

of M llltity and Veterans Affairs — 
the agency that delivers help only In 
life-threatening emergencies auch as 
floods and fires.

Eight Bush villages and five Na­

tive village corporations apparently 
lost a total of SI.5 m illion In unin­
sured deposits when Alaska Bank of. 
the North failed a few weeks ago. ‘ .

Forty-two percent of 128 Alsskr 
towns and villages recently surveyed 
by tne Alaska Department of Com­
munity and Regions) Affairs said 
their resident! are economically 
worse o il this year than last year, 
and 95 percent said they have re­
duced at least one municipal service.

Fourteen percent o( those sur­
veyed said they are oo itrapp .j for 
cash that they're having trouble pay­

ing even federal withholding taxes.
These facts, and plenty more Just 

as grim, (ell like bricks Friday an a 
roomful of village and small-town 
Officials who attended a presentation 
by •Gov. Steve Cowper’i  Cabinet 
Com'mlttee on Economic Dislocation.

Many In the room at the Egon 
Convention Center came to hear 
whst Cowper Intended to do for 
them as they scratch for cash to henl 
buildings and meet payrolls In the 
aftermath of atate budget cuti 
brought by the oil bust of 1988.

What they heard from Lt. Gov.

Steve McAlplne and other top old- 
clali was this- The state wants to 
help with financial and technical 
advice, but can otter no Inuncdlste 
financial relief. Cowper himself put 
It more succinctly earlier this week 
when ht told an Alaska Municipal 
League luncheon crowd that unless 
legislators llnd ntw sources of reve­
nue, he foresees no Increases In atate 
aids to cities and villages.

"I guess I'm a little bit disap­
pointed," said Walton Smllh, the 
city manager of Mountain Village, a 
community of 7G0 on the Yukon

River Ln western Alaska.
That had to be the understatement 

ol the week.
Smllh, who waited anxiously all 

week for McAlplnt'i committee to 
unveil a rumored relief package, Is 
looking at a 1250,000 deficit Ln the 
village budget after cutting his stall 
from four people lo two.

The committee's relief package, 
which w u  said to coataln provisions 
for loans, and for advance payment 
of 1988 municipal assistance among

Sea Page W ,  VtUAOIl
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the 800 numben. divides the Cnited Stales ,nto six 
regions. Alaska formerly belonged to region No 5. which 
also includes Hawr i and Puerto Rico It's quite expen­
sive for companies to "buy" that region, that is, to buy 
the right to have residents In that region call for free 
Smirnoff said Alosccm convinced AT&T to Include 
Alaska in region No. S. the West Coast region.

VILLAGES: Feel economic pinch
| Conflnoed from Ptgt C-1

other things, Is parked La 
Cowper's Office of Manage­
ment and Budget for study, 
McAlplne said.

"You talk about bankrupt­
cy. t don’t know what that 
means. But i  can tell you 
we're broke," Smith said.

He drew one of the few 
laughs of the seulon when he 
said: "There are some advan­
tages to being broke. You 
don't get many b ill collectors 
oo the Yukon River."

Smith seld those who think 
Mountain Village Is in tough 
ihape haven't looked closely 
at scores of other villages 
around the state.

" If you look, you’re going 
to find that we're a long ways 
from being In  the worst 
shape. There are a lot of 
villages In the (Yukon-Kuako- 
kwim) Delta right now. . . .  
Their books are so bad that 
they don't even know they're 
in trouble yet. They're going 
to start wondering when toe 
checks start bouncing," he 
said.

David Hoffman, a commit­
tee member and the commis­
sioner of Community and Re­
gional Affairs, sold there are 
four obvious reasons that so 
many Alaska villages are 
deeply In the red. At Last 
count, 18 fit tho description 
end 20 more w ill by year's 
end, his department has said.

The first reason, Hoffman 
said, was a 79-percenC reduc­
tion' ln  state public works 
outlays ln the post two fiscal 
years. At the same time, he 
said, the state cut cash assis­
tance to local communities by 
52 percent

Then, Hoffman s ild . sever­
al regions suifered extremely 
poor commercial fishing sea­
sons this year.

"And to add Insult to Inju­
ry," be said, the Aasku Bank 
of the North failed a few 
weeks ago. Eight villages and 
five Native regional corpora­
tions stand to lose about 51.5 
m illion In uninsured deposits 
In the bank, a huge amount 
for entitles of this sire, one of 
Hodman's department heads 
said.

If village officials at Fri­
day's meeting needed more 
convincing that the state Isn't 
shout to ball them out a..,- 
time sooc. It came from an­
other committee member. De­
partment of Environmental 
Conservation Commissioner 
Penn la Kelso.

"It's do secret that some 
towns are going broke, and 
with It, their water i .  J sewer 
systems" he said.

Financially a llln ; villages 
that want-to ss* their 
systssns from freere-up and 
ruin essentially have two 
choices at this point: Cut op­
erating costs or temporarily 
shut then dawn. Whatever 
the choice, the state stands 
ready to help with advice 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 so expensive 
water system. Kelso said. He 
end his staff declined to name 
the village until officials had 
met with the council there.

Other villages also are con­
sidering shutting down their 
systesnx, one of Kelso’s aides 
said.

SNOWa^Motorists slow down
| Continued kom Pope C-1 [

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

"I think the people bad a little more control today that 
yesterday," said Art Repp, s driver for ABC Towing. 
ReppeaJd his company probably pulled 25 or so cars from 
iI I ' -m  during the inow ia ll.

" I think s Jot ot It la speed. Then they run scroti 
someooa gothg'klow," he said. "Then someone hits their 
hrakae'and everybody panics..! would probably panic, 
toot" - '

PooW said the weekend would bring only Light flurries 
is  the pressure system wlllch brought the mow 
weeksaed.

- • '• —  - -.:
.*::ng m aurpiioe cn ,h  

The MuraowsapProxmm 
however, would require :;e  S-.c esr- 
ulttory Commission -  one agenre 
must approve a final cask _  t0 •;' „ f  
alrplsne with casks and -.ten crash : 
elrcrafl lo see It the containers —- 
their Integrity. —

Because the Japanese are consider: 
uae of a new-gen era lion Boeing T<7 
cany tha radioactive material the p 
sumption is that an aircraft of that a 
would be used In the crash test 

The Murkowiki-Pivxmixe amends* 
a lio  would require that a cask 
dropped from the alrwa/t at crum. 
altitude.

The cnih-test program would be r  
erned by the National Environment 
Policy Act Involving full public heannx 

"Thla action puts the Senate oo rece 
early In the negotiations and gives us ■. 
opportunity to direct the eger.ia oo t 
plutonium Issue." Murkowiki tud m 
Itatemmt.
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Hard times put Alaska villages on the brink
Combination of oil bust, cuts in federal aid leata Native communities in bad financial shape"

.  s •V*.

By HAL 8PEKCER
Da iit News reporter 

The bitter wind of h«rd 
timet la battering v illage 
Alaska birder and mere sud­
denly than mBny people ex­
pected. Eighteen western 
Alaska villages are ln critirnl 
financial condition and rnoth 
er 20 are expected to be In 
similar straits by year's end, 
state officials say.-

A sharp drop In state 
spending sparked by the 1990 
oil bust ha* combined with 
shrunken federal aid to leave 
these Native corfimunltles 
with payrolls they can’t meet, 
buildings they can't heat, and 
utilities they can't afford to 
operate.

"We've got buildings *11 
over this damn village w e . 
can't afford to take care of,"

said Walton Smith, thr city 
manager of Mountain Village, 
a Yuplk " ik lm o community 
of 000 peopU about 100 miles 
northwest of Bethe) on the 
Yukon River.

"We've got a teen center, a 
community ball that needs 
thousands of dollars of foun­
dation work, a clinic that 
- wt're losing because It really 
needi foundation work, a

I fo '

brand new Head Start build­
in g .'

’We'va got thtse projects 
tbvt were given to u i. They 
brought us lobs, but now we 
can't afford.to maintain them 
■o we're letting them go," 
Smith said.

Recently, Gov. Steve Cow- 
per hastily convened a task 
force headed by Lt. Gov. 
St*v* McAlplne.to look into

just wbal can be done for 
Mountain Village and other 
troubled hamlets dotting the 
tundra from the Arctic Circle 
to Kodiak Island.

"The problem Is thal 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," McAlplne said.

"Wt recognlsa that the legt»- 
liture left no appropriation lo 
deal r |tb  It. We're trying to 
figure oul what we can do In 
this situation."

Direct financial relief la 
not lik e ly  this year, said 
Bethel Republican Sen. John* 
Binkley, co-chairman of the 
Seoata ftbance Committee.,

. 4ae Back Page, V tUAOn

Business is brisk but risky on tty* Soviet black market
arsb-nMeo(x.i iawse in t w x h i

By LEW FREEDMAN
Daily Nows reporter)'i

L
ENINGRAD. U.S.S.n. — The man ma­
terialized Irom the crowd filling Ihe 
sidewalks on Nevsky Prospekt, Ihe 
main strtet of ttMs bustling and historic 
city of S m illion people,

"Change moneyj he whispered. "Change 
money?" I

In the early daya'of the 19th century, when 
Leningrad w a s 'fu ll'S t . Petersburg, citizens 
dressed In .the ir .Sunday finery and cantc to 
this long, vatraljiib,hpul«vard to see and be 
seen. 1 llr 'S V igS K ft iV bTwicXVv.

In modern-day Leningrad, rowds still
flock to the heort of the city d by Peter
the Great ln 1703 to shop, d U , admire Ihe
baroque buildings But the olm oi many Is not 
to be seen. Nevsky Prospekt Is where the 
Illegal blr.ck market flourishes. These days, 
many of those who walk along the three-mile 
main section of the street talk out of the sides 
of their mouths and move their eyes furtively, 
on the lookout for police.

The dark-haired man was In his 20s. His 
olfer of three rubles for a dollar was against 
the .law. The official exchange rate Is one

See Page A-9, BLACK MARKET

Dally Newt sport* editor Law 
Frtadman vtsltad tha Soria* 
Unkm for 15 daya In August as 
a datagat* to tha 15lh con* 
faranc* ol Tha Forum lor U.8.* 
Soviet Dlstogu*.

Moro stories on Soviet life 
In Foram, Pege F*1

Rare, nice store ea.es pain of Soviet shopping
By BILL KELLER
Tha New York Times 

MINSK. U .S.SJl — At the comer of Partisan
Avenue and Zbdanov Street In this city, the Byelorus­
sian capital Is a place that would soem utterly 
mystifying to most Soviet consumers. It  1s ■ nice 
department store.

In this store, sales clerks do not sneer when a 
customer approaches, as they uo ln most Soviet stores 
during those infrequent periods when they are not on 
cigarette bresks. . •

The women's underwear secllci here doe* nOl look 
like tha usual unisex truss department, and the shoe

. i ... • 8a* P*0» A-0, JWCE ET5SEB
vL! 1 ...‘-ii a •
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M ountain v i lla g e  C om m unity  o n  th o  f u t o n  Rtvvr faoM  ■ d o f c h  < *11W .000.

. .'VjTTTiV" | v#.
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VILLAGES: They’re running out or money
LOCATION OF VIULAr^S;Continued from Pape A l

’T here a n o th in g  in  th e  law  
th a t  perm it* the  iC ow peri ad 
m in istra tio n  to  ju st w rite  a 
-heeii 10 cover v illag e  deficit*
.* m ean  you r a n  i jusi t i t  
d ow n and •* m e  a ctiecic to  the 
M ount*.n V illage a d n n n ii tre  
: io n ."  h# said

B inx.ey sa id  th a t  fo r  now  
M ate fiffiria li c a n  co n tin u e  to 
o ffer m anagem ent adv ice  and 
technical assis tan ce . such  as 
suggestions on w h ere  to  cut 
cudgel* and  h e lp  in resched­
uling  debt

McAJpine sa id  th e  d i l l s  
r a j  been com pounded In come 
village* by m ism an ag em en t 
and reluctance to  accept th a t 
the day* of e a iy  m o n e / a re  
over

The s ta te  D ep artm en t of 
C om m unity an d  Regional A f­
fa irs . tbe  agency th a t  funnels 
leg isla tive  a p p ro p r ia tio n s  and 
tech n ica l o d v ica  to  v i lla g e  
A la s k a ,  h a s  b ee rr  q u ie t ly  
w rrs ilm g  w ith  th e  prob lem  
fo r a  year "W h at had been  a 
m a i t e n n g  o f  p rob lem s las t 
y e a r  is now p e rv a s iv e ."  s a id . 
M arty R u th e rfo rd , th v .d e p a rt-  
m en t’s d ire c to r  o f  m um clfrtJ  , 
and regional a s s i s ta n c e ,  •.* ,<•~trr egitcjneiy.seripuy-

• "Die difference be tw een  now  , 
and years p a s t is th a t  s ta te  
m oney isn ’t  flow ing as easily : 
th e  capita l p ro jec ts , revenue 
sharing , ar.d m un ic ip al ossis- 
lance. ' she sa id .

S ev e ra l f a r  w e s te rn  Vil­
lages suffered  even  m ore th is  
sum m er due to  poor sa lm on 
runs ’ ’cA lpm e said

R u . ir  r fu rd 's  d e p a r tm e n t 
h as prepared  a lis t  of 18 com ­
m u n itie s  w itn  ’'im m e d ia te  
and  significant financ ia l p ro b ­
lem s."  They include M ountain 
V illage. Teller. K o tlik . Steb- 
b in s .  L 'n a la k le e t .  A m b le r .  
BucKiand. D ecn n g . N oatak .. 
N o o rv ix . S c a m m o n  B a y . 
H ooper Bay. T u lu k sa* . Ka- 
sig luk . A khiok . New Stuya* 
hok. Ekw ok. and Tw in  I ll lls  -

M ountain V illage is am ong 
the  hardest h it C ity  m an ag er 
S m ith  said  th e  com m unity  
has an annual bud g et of about 
1450.000. w ith  a deficit expec­
ted  to  be ao o u t 1250,000 th is  
year

S m ith  said  one 20th C en tu ­
ry  comfort en joyed  by the  
v illage b is  becom e a  p a rtic u ­
la r  a lb a tro ss  it*  v0 m illion  
w a te r  system .

The w ater is  hea ted  and 
circulated n in e  m o nths o f  the 
year a t a m in im um  op era tin g  
cost of 1120.000 "V ou  can 't 
cut down on the  h ea tin g  cost 
If you do. the  w a te r  f r re re t  
and then you’* * got a m illion  
d o lla r  r e p a i r  J o b ."  S m ith  uid.

T he g ro w in g  sc a rc ity  o f 
personal Incom e In v illa g e  

^ A la s k a ,  a lto  p a r t ly  the  resu lt 
r» M stale cu tbacks . Is m ak ing  
r  th e  s itu a tio n  e v e n  w o rse , 
J B m lth  said.
X ^-'U bou t half of the  v illage 

u te n  a re  In  a rre a rs  of • 
bu ll, and  collecting is 

•**7 ta ik .  h e  u i d  The
$,*y*t«ns was designed  w ithout 
fcg»hulolf v a iv rt so the  only 

cut o ff  delinquen t 
era is by  digging up 

to th eir  houses Nev 
*n i  Saw in ' -

'•»*.. f,0

M ountain Vlltogo
I n n M n h y i

• Hooparftiy.,. •  7uM»«k

w  .

^  1 _ I

; Wkw
J A ' / »Mo

/ . ' * M6+ th a  a U te  la n o  kooger 
. a b l t  to p ick  up  th e  stack , he 
-*.mI<£

The b iggest source of a tste  
m oney for m unic ip alities , in ­
cluding v illage governm ents. 
Ii s ta te  m unicipal assistance 
end  revenue * la n n g  runds
But budget figures show th at 

“  t froto ta l funding from  th is  source 
fell d ram atica lly  In th e  past 
tw o year* Three y ea rs  ago. it 
-was SI40 8 m illion  Last year, 
it (ell to  SI 11 i m illio n , and 
th is  y ea r, the to ta l Is f 96 6 
m illion

in  add itio n , b llllon -do llar 
cap ita l construc tion  budgets 
in t-*? mid-lOMh h av e  fallen 
to  480 m illion  budget tlu«

jc m un icipal assistance 
du.ef H ulherford  sa id  there  is 
hope oo th e  horizon fo r some 
vlliaget.

H er d ep a rtm en t and  tbe 
D epartm ent of C om m erce and 
Econom ic D e v e lo p m e n t are 
searching fo r w ay s to  put 
c a sh  in to  v i l l a g e s  from  
xourres o th e r  th an  th e  govern­
m ent

F o r  exam ple, th ey  a re  ex­
p lo ring  the  c rea tio n  o f "cabin  
In d u str ie s"  th a t  w ould put 
smai* num bers o f  people to

n  Hare oi a » e *  #w*ai ■—* 
N ovem ber th a t  LJkrw+i the 
h illin g  of a o tth a -  W,m* Wwl 
«r, RoJandO O U lk  b *  ***** 
m an of a rad ical L a 'or uauua 
The k illing of OUUa ran *  
shortly  before a  coup attwoj* 
b y  th e  sam e o fficers •*»£ 
• ta g e d  tbe  r tb a l l i e o  Urn 
DOOOth.

fto m t su p p o rte r*  o f U »l 
m o n th ’s uprising  haee »Uf 
te s te d  that lla lea d e n . one 
a re  dost In h id in g , m i h  
adopt u iban  w arfare  as lb**-* 
nex t step

Som e of the officers fcav» 
ln  the past boasted  of fcas~ i 
" h it  l l i l t "  of M u s i  laa^f*  
and  member* of the  |- n * “  
m eot w ith w hose vie*-* t i e '  
d isagree Th# leader of • ' 
coup. Col Gregorso Ho^ai

M ISS ILES : Die
Cor*>/Hrt0  tom  to o .

-  w ork . n o t u j r l c i  wc-H

“ “" K u i W .t .r  . r ;

c ran e rT afe 'o r  J50 lo  S73 and 
go gf U r-those w ho w on’t  pay. 
"We’ve taken  th e  backhoe o u t 
and  dug up  lines before. Peo­
ple tend  to  pay w hen they  see 
tne bark ltoe in fron t of th e ir  
houses." he said.

S m ith , who becam e city  
m anager only fo u r m onths 
ago, satd  he cut bis ow n sa la ­
ry  by 54.000 to  130.000 H e has 
a fu lltim e and p a rt- tim e  po­
lice officer, a  c le rk  and a 
b o o k k e e p er. H e ’s th in k in g  
about cu tting  em ployee hours 
and  elim in a tin g  th e  p a rt- tim e  
police officer.

M cAlplne sa id  v illag e  f i­
nanc ia l problem s have been 
aggrava ted  in som e cases b y  
p o o r  m an a g e m en t. I t i s n ’t 
th a t  v illage lea d e rs  w ire  d e r­
elict in  th e ir  d u tie s , sa id  M ar­
g are t H ansen, a com m unity  
and  reg ional a ffa ire  offic ia l In 
K o tie b u e . l o r e a d .  m oney  
w as o ften  dropped  on  village 
officials w ho had  only vague 
notions abou t th e  need for 
bookkeeping  an d  auditing .

P erhaps the  m ost severe 
case o’ m ism anagem ent oc­
curred  in B uckiand. an Inu- 
p ia t Eskim o v illage of 260 
people about 70 m iles so u th ­
east of K otiebue

In 1084. a p revious village 
a d m in is tra to r , w ith o u t telling  
anyone, stopped  w ithho ld ing  
federal taxes fo r v illage em ­
ployees. H ansen said

H an sen , w ho  is  h e lp in g  
B uckiand and several o th er 
villages bring  th e ir  budgets 
u n d e r contro l, d iscoveted  the  
prob lem  only recen tly . ’T h e  
ad m in is tra to r  wax In te rcep t­
ing w arn ing  ieiterv  from  th e  
lo te ro a l  R ev en u e  S e rv ic e ."  
H ansen  said. "T he  c ity  coun­
cil d id n 't  even k n o w  tha  p ro b ­
lem e x is te d "

T be ylU afe. w ith  an annual 
ty d g e t o r  1228 .3$ . i.cw> has 
w ru n  tbe  pa in fu l a i k  of p a y ­
ing the  IRS a  SlOO.OOO debt. 
H ansen aaid

A f \T  cuf back the  budget

h ave  r tc b v H la g w - 'r  n e b  peo-“  
p i J l J t l e  b it o f cash

* * ,  ' ,  tb e*  a  long w ay  In a  v illage,
a  lo t.”  she  said . *Tbt c k r £ £ - 2 e u j d .  
an d  a d m in is tra to r  b o th  w o ik ..s  p  ,
n n -t.tim e . we’va so ld  som e P a r t l y  th ro u g hp ort-tim e, w e've so ld  som e 
e q u ip m e n t"  to  ra ise  cash.

S till, sa id  M ayor Jim m y  
G e a ry  S r ..  " w i th o u t  h e lp  
from  th e  s ta le , th e re ’s  no  way 
w e can su rv iv e ."

Am ong services th a t  ere 
su ffering  is the  village-ow ned 
lau n d ry , which Is o p en  only 
h a lf-tim e  now. he said .

M cAlplne said m an y  v il­
lages m ad e  tbe  sam e m istak e  
c o m m itte d  b y  sorr.e u rb an  
com m unities: T h ey  fa ile d  to 
a ccep t th e  fact x b a l .  s ta le  
fu n d in g  w as declin ing , and 
sp en t m oney they  d id n ’t  have.

Nov/, m any* a re  t a k in g  
d m t i c  s tep s  to  red u c e  sp en d ­
ing  "N o o rv lk  cut th e i r  bud­
g e t In h a l t ”  H ansen sa id . “ A 
new  ad m in is tra tio n  cam e  In 
ool too  long ago. a n d  tb e  new 
a d m i n i s t r a t o r  • n  g e t t in g  
123.000 a y e a r."  T he predeces­
sor got 040.000, 'H an sen  said. 
"T he new a d m in rftra to r  ix 
g e tting  h a lf  the  p a y  and is 
doing tw ice Ihe w o rk ."

The sudden  se v e r ity  of the 
p ro b le m  in  B u sh  A la s k a  
teem ed to  tak e  som e to p  Cow­
p e r  o fficials by s u rp r is e

B ; t  it was no lu rp r is e  to 
Lee G orsuch. th e  h ead  o f Ibe 
U n iv e rs ity  of A lask a ’s In s ti­
tu te  of Social and Economic 
Research. He u i d  tw o  events 
con trib u ted  to the  develop­
m ent.

The f irst w as tb e  quiet 
s h r in k a g e  of fe d e ra l  asii< - 
tanoe since IW0 . a tre n d  vlr* 
t u i i ly  unnoticed In th e  s ta te  
because oil do llars pou red  in 
to  (ill the  gap.

" I t ’s c le t r  th a t th a  'w hole 
perio d  of lue 1980s began to  
w riness a w ith d raw a l of tha 
federa l governm ent.' (Bureau 
o f Ind ian  Affaire) ichools p u l­
led ou t. The BIA discontinued  
III G eneral Relief P r jg ra m  to 
b u y  fuel and o th er th in g s , and 
o th er program s lost federal 
a ssistance ' he said

s ta te
g ran t of about S70.000, A niak . 
a  K uskokw tro  R iver v illa c : 
of 518 people, has crea ted  a 
sm a ll cann ing  p lan t to  pro­
d u c e  " g o u r m e t  s a lm o n  
packs " S ta te  and  A niak  offi­
cials a re  o p tim is tic  ab o u t the 
fu ture .

G orsuch sold th e  12 region­
a l  N ative  co rp o ra tio n s  w ill 
p lay  a b ig  p a r t  lo  w eaning  
v i l l a g e  A la s k a  f ro m  i t s -  
" tra n s fe r  econom y," a n  econ- . 
om y rely ing  p r im a rily  on gov­
e rn m e n t  " t r a n s f e r  p a y ­
m en ts ."  A  t ra n s fe r  p aym ent 
occurs w hen  th e  governm ent 
tak es  ro m ey from  one place, 
say  tb e  o i l  I n d u s try ,  and 
tran sfers  i t  to a n o th e r. In th is  
case the  villages.

I n  tbe  NANA R egion, the 
Red Dog l in e  m ine, a jo in t 
ver.ture  o f NANA a n d  Comin-- 
co A laska Inc.. Is lee n  as a 
m ajor source of perm anen t
Jobs once it begins production

cd.
1069 n r  1900. G orsuch  not-

Som e v illag e  popu lations, 
which grew  in recent years 
w i th  th e  o i l  m o n ey , w ill 
sh rink  as life  gets h a rd e r, he 
predicted B ut G orsuch  sees 
no  iarge-icale fligh t to  urban  
center*.

Villagers s ti ll  h ave  subsis­
tence h u n tin g  and  fish ing  to 
h«lp them  gel by , a t  w ell as 

. a n  e x te n d e d  fa m ily  w i th  
swbcm  to pool resources.

, l i l t s  and n uc lear v a r r ta e  
c o n ta in  m ate ria ls  th at ray -  
poisonous, explosive, r s ix a -  
l iv e , o r  all th ree . Thre? a :  
am ong the .n o re  d a tfe .tn . 
m ate ria ls

•  M issile  fu e l. D tfftrec. 
m issiles carry  dLfferest f-e^  
b u t all are  dangerous *.o c a r  
ing degrees. S o u <2 fu t.
U r  to  the fuel used -  
space sh u ttle 's  booscer 
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Impacts of Declining Revenues 

On Alaska's Smaller Communities A

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 be even 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 dties and commu- 
• -ities with residents who are having difficulty paying for municipal services. It appears that the 
gains made in public health 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 in even greater cuts to basic health and 
safety services since these funds often "subsidize" water, sewer and medical services.

Because of local economic conditions it is unlikely that most cities will be able to increase taxes 
or service 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 if current levels 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 surveyed reported they 
have no property loss insurance. These conditions indicate that the State investment in equip­
ment and facilities may be in jeopardy, or at least that the useful life of facilities and equipment 
may be reduced if only local revenue is available to support these facfliites 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 piesented to illustrate the meaning of the 
survey results. Communities were selected as typical examples of small rural communities in 
their respective regions of the state.

V  J
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Introduction

During October, 1987, the Department of Community and Regional Affairs, Division of 
Municipal and Regional A distance, conducted a telephone survey of executive officials 
from 172 Alaskan municipalities and unincorporated communities. The survey v/as 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 smaller 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 it relates to small rural cities. The survey data are examined in 
terms of regions, and city size. This chapter looks closely at the revenue 
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 be 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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Chapter 1

M unicipal Revenue Reductions

With the recent downturn in the state's economy 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 chart identifies 
the percentage of cities statewide which experienced budget reductions this year:

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 1.2 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 Slate Revenue 
Sharing have slightly declined in their propox tion of municipal budgets as the amount of 
funding for entitlement programs has declined from FY84 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 ’88 amount to a little less than 32%. These reductions 
have an especially large impact on the second class cities as a significant portion of their 
budgets come from these program sources.

The entitlement funds are crucial to the operations of many small ties because
these funds are the only source of discretionary funds. Such funds ftequuniy cover munici­
pal administrative costs, cover losses in services revenue, and help pay for services that 
generate little or no revenue.

Chart 1.2 also reveals that the overall contribution from State sources (Municipal Assiastance, 
Revenue Snaring 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.

Chart 1.1 Percentage of Surveyed Municipalities With 
Budgets Reduced From Last Year
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The following chart demonstrates how municipal budget reductions have varied by 
regions of the state.

Chart 1.3 Percentage of Surveyed Municipalities (By Region) 
With Budgets Reduced From Previous Year
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Southcentral 
Southeast 

Yukon Kuskokwim  Delta

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. It is dear from the charl that 
an overwhelming majority of the second dass dties 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 city 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) provide 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 
safely 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 th task is impossible. In addition, most of these cities are remote and 
isolated from immediate assistance from the State Troopers. A forced reduction in rural 
public safety raises the ques tions of how important it is to the State to ensure 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 a health clinic staffed by Village Heal dr 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 tides 
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. In addition, 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 dties providing this service have had to reduce the level of service. 
Service charges have been increased by 13 cities. In addition, 14% (14 dties) of the dties 
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 inves tment in water systems if maintenance 
is neglected? 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 dties) have a munidpal 
managed sewage disposal system. This fiscal year, 11 of the 70 dties providing this service 
have had to reduce the level of service this year. Service charges have been increased by 11 
dties. In addition, 16% (11 cities) of the dties managing a sewage 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
ets.

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 residents 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 cities have city owned and operated laundry facilities. The dty laundry 
frequently is the watering point for communities without distribution systems and also 
offers bathing facilities. The management of a laundry fadlity can also provide a dty without 
a sewage system a means 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 a munidpal 
managed laundry facility, twenty-two of the 40 dties providing this service have had to 
reduce the level of service this year. In addition, 20% (8 dties) of the dties managing a laundry 
fadlity 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 
a local government to provide. However, in rural Alaska when many homes do not have 
running water, the laundry facility provides two basic public health functions: a place for 
washing dothes and bathing. Often the laundry building houses the only water treatment 
plant. The potential loss of these public facilities and the question of maintaining abasiclevel 
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 city in the State has paid administrative staff. In the smaller 
dties, this frequently includes 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 positi :>ns in 
dty government employment which is often a major source of year-round jobs insmall dties.

The survey further indicates that the mostcommon reductions in administrative capacity are 
in the areas of reduced staff positions; reduced hours of operation; and, reduced salaries.

Inipacteiof'Dcdlning-RevenuesoivAIaska'sSmallerCommunltiesr Page l J l t
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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:

C hart 1.9 N um ber of C ities Surveyed Provid ing  M unicipal Services 
12S Communities Surveyed

Fire He vlth Water Landfill Laundry
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Chart 1.10 Percentage of Surveyed Municipalities Statewide 
Which Have Reduced Budgets This Year
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Chart 1.11 Percentage of Surveyed Municipalities (By Region) 
Which Have Reduced Essential Services
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Note: The above porentages arc based upon those d ties providing services. Services for the Arctic Slope 
region are provided by the North Slope Borough and  are not covered in this chart.
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Insurance

Insurance is a large expense for many small cities. It is also a necessary expense to help 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

96 Communities 
Have Insurance (75%)

26 Communities Do Not 
Have Insurance (21%)

5 Communities Did Not 
Know Current Status

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 thes. 
communities. Since 1985 there has been almost a 40% reduction in these f ids 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 amount each 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.

Chart 4,3
Unicorporated Communities Financial Situation 

As Reported In Surv ey

Critical Serious Concerned Acceptable No Problem
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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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Chapter 3
Policy Implications of the 

Economic Dislocation Survey Results

The resul ts of the Economic Development Survey indicate tha t A1 aska's economic 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 a significant 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, iollowed by a discussion which expands upon these questions.

POLICY QUESTIONS

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

o Local Responsibility. What is the "local" responsibility, and ability, to address 
this situation.

o Definition of "Basic Needs." Should standards and criteria for "basic needs" 
be established to serve as a framework for equitably determining the level of 
support for "essential" services? If so, 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.

o 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?

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

J



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 a number of policy questions related to deciding local responsibility for providing 
services, and constructing and maintaining public facilities. Should an "appropriate" or 
"acceptable" level of local financial responsibility or "ability to pay" be determined? Would 
this be done on a statewide, 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 opuon of 
allocating certain costs between State 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 
implemenf ad, there would likely be a need to establish suitable criteria and s tandards 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 
that do exist are fragmented and often do not play any effective role in determining the actual 
course of community development.

r
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 at some 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 ir. 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:

o To what services is every Alaskan entitled regardless of his/her or the local, 
government's ability to pay?



Communities do receive substantial financial support from the State through programs such 
as Power Cost Equalization, State Revenue Sharing and Municipal Assistance. However, 
Stale 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 not 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 dty 
governments are often far in debt; collections for services are behind, or not made at all; and 
equipment often must be 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 assodated with the REAAs might serve as a beginning point.

Mothballing Alternative

A program of "mo thballing" cer tain public f adli ties is one in terim measure for policy makers 
to consider. Many existing community fadlities were constructed during periods when State 
funding was relatively plentiful. Now there is a shortage of finandal resources to adequately 
maintain these facilities.

One basic assumption in any serious discussion of mothballing is that the finandal 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 
fadlity can be restarted. If this does not appear to be the case, salvage of the facility may make 
the most economic sense. However, even if there is only a small 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 abou t mothballing need not only be answered at the local level, in terms of specific 
fadlities, but also at the State level in terms of community fadlities in general. For example: 
Is the economic situation going to change regarding the future ability to maintain facilities? 
What types of fadlities should be mothballed? What are the appropriate measures to take 
for each fadlity? What are the costs and benefits of alternative measures? How much 
technical and financial assistance to communities should the state provide?


