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Historical Perspective
Tax limitations have a long history in America, and anyone proposing these 
types of constraints would do well to review past efforts. This special sec­
tion see’.s to highlight conditions and public actions in the past which many 
people today seem to feel are unique to the present.

Proposition 13

In spite of the attention it received, Proposition 13 was directed toward a 
very limited objective— reduction of property taxes. The proposition was 
aimed only at this one source o f revenue at the local level of government. 
The proposition had the following principal provisions:

(1) It limited real property taxes to 1 percent of market value—a step 
designed to cut revenues from this source by more than half.

(2) It set assessable “market value” at that established during the 
1975-76 fiscal year, with increases to be made in evaluations only at the 
time of subsequent new construction or when ownership changed 
hands—probably the first time in history when values were legally ikOzen to 
give preferential treatment to existing property owners over developers and 
new purchasers.

(3) It placed a limit on increases in assessed values of 2 percent annually, 
regardless of actual market values.

(4) It prohibited increases in other taxes to offset property tax reductions 
unless such increases are endorsed by two-thirds of all members of both 
houses of the state legislature or by two-thirds of those eligible to vote at 
the local level at a referendum.

Proposition 13 was unique only in its severity and the amount of publici­
ty it received. It was the result of an interesting set of circumstances that 
bear inspection. Per capita taxes in California increased overall by 151 per­
cent from 1969 through 1978— a lower rate of increase than state and local 
taxes nationally. However, local governments in California were heavily 
dependent on the property tax. For example, in 1976, property tax in 
California was $64 per $1,000 of personal income, compared to a national 
average of $45. In addition, California communities were very aggressive in 
reevaluating property. Given the spectacular increases in housing prices in 
California during the 1970s, local governments were able to reap large
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dividends in additional receipts while keeping tax rates fairly steady. For the 
average homeowner who held on to his property and depended on a regular 
salary, this tax on unearned income became burdensome to the point of in­
tolerability.' It is well recognized that property tax is the most unpopular 
tax nationally, and these circumstances were greatly exacerbated in Califor­
nia. It is little wonder Proposition 13 passed by such a large margin. In 
many ways, this was a special case.

Early A m e r i c a n  C o n c e r n s

A brief look at the long history of limits on taxation in the United States 
will help place the California experience in perspective. Since the basic pur­
pose of this report is to provide policy guidance to state legislators consider­
ing the adontion of some form of TEL, this retrc ^ective necessarily will be 
selective anu Grief; however, it will serve to demonstrate the difficulties in­
herent historically in the use o f statutory and constitutional limits to 
control spending.

In New York state, the Constitutional Convention of 1846 was concerned 
with “evidence of local Graft, corruption and extravagance.” The Conven­
tion amended the Constitution to make it the duty of the Legislature “to 
restrict” the local power to tax and borrow “so as to prevent abuses.” In 
the following years, the New York Legislature set up boards to oversee 
local expenditures, required submissions to the state of local budgets for 
review, and established a 2 percent real estate tax limitation on New York 
City. It was subsequently determined that all of these actions “ failed to 
eliminate or substantially reduce the incidence of graft, corruption and ex­
travagance.” As a result, in 1884, a new constitutional provision placed a 
limit of 2 percent of assessed value (real and personal) on taxes throughout 
the state, and these limitations were tightened further in 1938.2 As will be 
seen, none of these actions achieved the desired results.

New York was not unique in its problems and concerns. Especially after 
the Civil War, there was a boom in the activities of Northern cities in terms 
of capital improvements and services. Costs-per-capita for governmental 
operations soared, and a great deal of debt was incmred. Much of this was 
“ floating debt,” carried forward from year to year, io pay for current 
operating expenses. As the prominent urban historian Ernest S. Griffith ex­
plains, “In 1872-73 this had gone so far in Chicago that its tax levies went 
mostly for interest on the debt and redemption of the scrip.”5
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The “extravagance, overoptimism, and dubious and corrupt decisions” 
that characterized many state and local governmental activities after the 
Civil War received a severe jolt with the crash of 1373. This financial panic 
was a serious blow to every city government in the nation— especially the 
cities of the South. As a consequence o f economic conditions, Pensacola, 
Fla.; Memphis, Tenn.; Fayetteville, Ark.; Mobile, Ala.; Duluth, Minn.; 
Elizabeth, N.J.; and a number of other smaller cities forfeited their 
charters. Selma, Ala., had its charter annulled by the governor, and 
Nashville’s fiscal affairs went into the hands of a receiver. So serious was 
the situation overall, writes Griffith, that: “During the decide, it was 
estimated that one-fifth of the total municipal debt at one time or another 
was at least technically in arrears in interest, and much was in actual 
default.”4

The 1873 crash led to demands from many quarters for more economical 
government by making it "impossible to spend more or to incur a greater 
debt.” These demands led, in the 1870s, to “charter, statutory, or constitu­
tional tax and debt limits.” In most instances, limitations on taxes were 
based upon a percentage o f the assessed valuation of property. As a result 
of these developments, by 1880, 10 states had such limitations, and by 
1901, two-thirds of the cities had tax limits. It should be noted that: “One- 
half of the cities with a legal tax limit taxed up to the limit.”5 This latter 
observation is interesting because it is often contended that “limits” in fact 
constitute “floors” for revenue estimation purposes in many jurisdictions 
today.

With the imposition of these types of limitations on property taxes, cities 
started looking for alternative sources of revenues; however, they could not 
easily continue use of debt because: “By 1880, more than half of the states 
had constitutional limitations of city debt in one form or another.”6 Other 
methods were pursued. Increased use of charges and fees for services 
became commonplace. Chicago found itself in a very difficult situation by 
the turn of the century and began turning to the use of special districts with 
independent taxing and borrowing powers as a device for getting around 
restrictions on the city’s taxing and borrowing powers. This approach 
became so popular throughout the nation that these types of districts are 
far more numerous today than any other form of local government in the 
United States.

Largely as a result of these pressures to avoid limitations, the reforms of 
the late nineteenth century, which sought economy in government, did not 
produce the desired results. As Griffith notes: “A great majority of states
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continued to employ such tax and debt limits, even though these were im­
paired or even failing for a number of reasons.” For example, a special 
legislative committee in M?~sachu.cetts in 1912-13 concluded that both tax 
and debt limits were failures, and generally resulted in bond issues for cur­
rent expenses. In 1913, imits were removed on all local governments in 
Massachusetts other th_n Boston.7

A number of different devices were being used to control expenditures 
during the first two decades of the twentieth century. By 1920, several states 
based tax limitations on the taxes or tax rates o f the previous year, varying 
from the same to 110 percent. As seen in this report, these controls were 
virtually identical to those imposed by several states in the late 1970s. In­
diana was one of these earlier states. In addition to normal limitations, it 
aiso established a State Tax Commission to review and, if possible, reduce 
loc. l̂ budgets. It went through a stormy period between 1919 and 1921 but 
stayed in business until 1937.

Following World War I, there was much discouragement among
reformers about the effectiveness of tax and debt limitations. In 1920 in
New York state, the Davenport Committee issued a report that included
these observations:

. . . there is no way in a democracy of blocking a genuine popular demand 
for increased governmental service ihrough an arbitrary limitation on the 
tax levy. The only effective method of securing reduction of tax levies lies 
along the line of centering full responsibility upon a single elected official 
through (a) a comprehensive budget, (b) a sound bonding act, (c) a wide 
distribution of the direct tax burden.'

Expenditure constraints during the 1920s were not limited to tax and debt 
limitations. Oregon tried expenditure constraints in the early 1920s whereby 
a “limitation was fixed at 106 percent of the previous year unless the voters 
approved an increase above this figure.” Interestingly, in 1979 Oregon 
passed a statute which limits increases in appropriations to the growth in 
state personal income. Two other states (Colorado and Rhode Island) in 
1977 tied increases in appropriations to fixed percentages over the previous 
year’s appropriations.

M o d e r n  D e v e l o p m e n t s

Beyond the use of tax and debt limitations, it is difficult to compare 
governments in the 1870s with those in the 1970s. Griffith makes this very 
important observation in this respect: “No city in 1880 even approached the
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imagination and concern for all its citizens that constitute the standards ac­
cepted for the American cities of the 1970s.”9 This statement could be ex­
tended to all levels of government. Indeed, it is this concern for all citizens 
that characterizes much of the reason for the modern levels of governmen­
tal costs.

As has been seen, people were concerned with extravagant government 
throughout the nineteenth century; however, the total burden of govern­
mental costs was far below what it has been in modern times. The Tax 
Foundation recently summarized current trends. In 1950, expenditures for 
all governments were $70.3 billion—-8.4 percent of the 1979 level of $830 
billion. Federal expenditures increased from $44.8 billion in 1950 to $531.8 
billion in 1979, or 1,087 percent, while state and local expenditures in­
creased from $25.5 billion in 1950 to $297.8 billion in 1979, or 1,069 per­
cent. Of course, for a true comparison, these data should be changed to 
constant dollars, a step which would reduce the disparity; however, the 
gross scope of the change in a period of less than 20 years is startling.10

A great deal of attention has been given in recent years to the apparently 
extraordinary increases in state and local expenditures. Between 1968 and 
1978, general tax collections (excluding unemployment insurance) increased 
by nearly 187 percent. During this same period, the nation’s population in­
creased by only 9 percent, consumer prices by 88 percent, and personal in­
come by 151 percent. In fact, also during this period, federal tax collections 
increased by 161 percent—26 percent less than the state and local increases. 
On the other hand, the Foundation points out the following:

In the last four years, from 1975 to 1979, Federal spending growth has out­
paced that of state and local governments by a significant margin. Federal 
spending has increased at the rate of 11.8 percent annually, 50 percent 
faster than the 7.9 percent annual growth in state-local spending."

Some of the reasons for these increases become more apparent in another 
Tax Foundation report which cites the following conditions with which 
modern governments are faced:

. . . from 1950 to 1978 the number of persons aged 65 and over, together 
with the number of persons of school and college age (5 to 24 years) in­
creased by more than 42 million, or 72 percent. Population in the remain­
ing ages rose by only 24 million, or 26 percent. . . . The 65-and-over age 
group gained 12 million persons, or a 94 percent increase. For the school- 
age group, the rise was 31 million, or 66 percent.12 

As the Foundation went on to observe, “These two age groups traditionally 
are major beneficiaries of government programs.” For example, major pro­
grams for the elde.-y (e.g., OASI, railroad retirement, public employee 
retirement, Supplemental Security Income, old age assistance, hospital and
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medical insurance, and Medicaid) increased from $3.26 billion in 1950 to 
$152.7 billion in 1978, while public education costs increased from $7 
billion in 1950 to $103.1 billion in 1978. Nor should it be forgotten that 
these are only two types of social programs underwritten by American 
governments. Since 1950, equally impressive increases could be cited in such 
programs as housing, welfare and health.

The principal point in this brief review is to stress the fact that increases 
in governmental costs in modern times have not been due to the “graft, 
corruption and extravagance” that worried the delegates to New York’.
1846 Constitutional Convention. The reasons for these increases today are 
tied to an infinitely intricate web of socioeconomic and demographic cir­
cumstances largely beyond the control of governmental officials. The people 
demand (as do their representatives in local, state and federal governments) 
that the ravages of poverty and old age be ameliorated, that excellent 
educational resources be provided to our youth, and that governments 
otherwise provide for safe and healthy communities. As the 1920 New York 
Davenport Committee said, given these “popular demands,” increased 
governmental services (and associated costs) are inevitable.

It would be improper to conclude from this summary of pressures for 
higher levels of governmental costs that limitations on state and local ex­
penditures are useless and a waste of time to impose. In the absence of 
significant economic changes, sudden increases or decreases in population, 
or other factors which tend to put unusual strains on the availability of 
revenue or the demands for services, these types of limitations clearly do in­
fluence the decisions of executives and legislators in state and local govern­
ments. Budget directors routinely use the prescribed limitations to determine 
total available resources or expenditure limits, and these constraints are 
cited constantly in negotiations with governmental employee representatives. 
Without these limitations over the years, governmental costs undoubtedly 
would have increased significant'v .;ore than they did.

On the other hand, history ho'. . hown that significant socioeconomic 
developments and unremitting demands for increased or improved services 
will result in the limitations either being changed or avoided in some way. 
Modern adaptations of these types of limitations attempt to provide for 
some flexibility in the traditional system. The nature of these new efforts 
has been the subject of this report. In the years to come, everyone con­
cerned with the costs of government will be watching them, and their suc­
cesses and failures will continue to be .he subjects of studies and reports.
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The following a list of knowledgeable officials in the 18 states with tax and 
expenditure limitations. This list is current as of January 1981.

ARIZONA
Hank Reardon
Joint Legislative Budget Committee 
1812 W. Monroe, Room 201 
Phoenix, AZ 85007 
602-255-3042
CALIFORNIA
Bion Gregory 
State Legislative Counsel 
3021 State Capitol 
Sacramento, CA 95814 
961-445-3057
COLORADO
Douglas G. Brown, Director 
Legislative Drafting Office 
Room 30, State Capitol 
Denver, CO 80203 
303-866-2045
DELAWARE
Nathan Hayward III 
Office of Management, Budget 

and Planning 
Townsend Building, 3rd Floor 
P.O. Bex 1401 
Dover, DE 19901 
302-736-4271
HAWAII
Rick Kahle 
Legislative Bureau 
Rm. 004, State Capitol 
Honolulu, HI 96813 
808-548-6237
IDAHO
Myron H. Schlechte, Director 
Legislative Council 
Rm. 334, State Capitol 
Boise, ID 83720 
208-334-2475

LOUISIANA 
Donald Vandal
Deputy Legislative Fiscal Officer 
Legislative Fiscal Office 
P.O. Box 44097, Capitol Station 
Baton Rouge, LA 70804 
504-342-7233
MICHIGAN
Douglas C. Drake, Co-Director 
House Democratic Research Staff 
Office of the Speaker 
State Capitol 
Lansing, MI 48909 
517-373-8615
MISSOURI
Frank M. Masters, Director 
Committee on Legislative Research 
Rm. 117-A, Capitol Building 
Jefferson City, MO 65101 
314-751-4223
NEVADA
Ron Sparks, Director 
Legislative Fiscal Division 

or
Dan Miles, Deputy Fiscal Analyst 
Assembly Taxation Committee 
Rm. 341, Legislative Building 
Carson City, NV 89710 
702-885-5640
NEW JERSEY
Maurice Shier 
609-292-8872 

or
Larry Levit 
609-292-8254
Office of Legislative Services 
Rm. 232, State House 
Trenton, NJ 08625
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OREGON
Richard Munn 
Legislative Revenue Office 
Rm. 140, State Capitol 
Salem, OR 97310 
503-378-8873
RHODE ISLAND
James F. Mahoney 
House Finance Commission 
Rm. 306, State House 
Providence, RI 02903 
402-277-2738
SOUTH CAROLINA
Robert Heilman 
Chief Staff Attorney 
Legislative Council 
P.O. Box 11417 
Columbia, SC 29211 
803-758-2334
TENNESSEE
Don Borton
Fisal Review Committee
G-19 War Memorial Building
Nashville, TN 37219
615-741-2564

TEXAS
Tom Keel, Director 
Legislative Budget Board 
P.O. Box 12666, Capitol Station 
Austin, TX 78711 
512-475-3426
UTAH
Melvin Leslie
Legislative General Counsel 
Rm. 403, State Capitol Building 
Salt Lake City, t.T 84114 
801-533-6581
WASHINGTON
Greg Pierce
House Revenue Committee 
Rm. 213, House Office Building 
Olympia, WA 98504 
206-753-3962
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S U B J E C T :  A N A L Y S I S  O F  D E F E N D A N T S '  M E M O R A N D U M  -
W H O  M A Y  E X P E N D  F E D E R A L  A N D  O T L L R  U N A P P 1 R O P R I A T E D  F U N D S ?

D e f e n d a n t s  c l a i m  (p a g e s  18 t h r o u g h  20) t h a t  "no a p p r o ­

p r i a t i o n  is  r e q u i r e d  to  e x p e n d  f u n d s  r e c e i v e d  ' i m  t r u s t 1 f o r  

s p e c i f i c  p u r p o s e s . "  I n  s u p p o r t  o f  t h i s ,  t h e y  o p e n  w i t h  a n  

o b a  .rare r e f e r e n c e  f r o m  t h e  A l a s k a  C o n s t i t u t i o n ,  ^ A r t i c l e  IX, 

S e c t i o n  13: " N o  m o n e y  s h a l l  [ w ith c e r t a i n  e x c e p t i o n s ]  b e

w i t h d r a w n  f r o m  t h e  t r e a s u r y  e x c e p t  i n  accordance.' w i t h  a p p r o ­

p r i a t i o n s  m a d e  b y  l a w . "

T a k i n g  A r t i c l e  IX, FlN7vNCE A N D  T A X A T I O N ,  a s  a w h o l e ,  w e  

f i n d  t h e r r  a r e  s e v e r a l  p o w e r s  g r a n t e d  o r  d e n i e d  t h a t  h a v e  

s p e c i f i c  e x c e p t i o n  l a n g u a g e  a t t a c h e d .  F o r  exampile, S e c t i o n  1, 

T A X I N G  P O W E R ,  p r o v i d e s  t h a t  t h e  p o w e r  to t a x  shall 1 n e v e r  b e  

s u r r e n d e r e d  " e x c e p t  a s  p r o v i d e d  in t h i s  article.-'" S e c t i o n  7, 

D E D I C A T E D  F U N D S ,  p r o v i d e s  t h a t  t h e  p r o c e e d s  o f  a n y  s t a t e  t a x  

o r  l i c e n s e  s h a l l  n o t  b e  d e d i c a t e d  to a n y  specie!! p u r p o s e  

" e x c e p t  w h e n  r e q u i r e d  b y  t h e  f e d e r a l  g o v e r n m e n t  S o r  s t a t e  p a r ­

t i c i p a t i o n  i n  f e d e r a l  p r o g r a m s . "  S e c t i o n  8, STACTE D E B T ,  p r o ­

v i d e s  t h a t  n o  s t a t e  d e b t  s h a l l  b e  c o n t r a c t e d  "unZLess a u t h o r i z e d  

b y  lav; f o r  c a p i t a l  i m p r o v e m e n t s  a n d  r a t i f i e d  b y  .a m a j o r i t y  o f  

t h e  q u a l i f i e d  v o t e r s " .  T h e  s e c t i o n  c o n t i n u e s  b y r a u t h o r i z i n g  

e m e r g e n c y  d e b t  " f o r  t h e  p u r p o s e  o f  r e p e l l i n g  i n v a s i o n ,  

s u p p r e s s i n g  i n s u r r e c t i o n ,  d e f e n d i n g  t h e  S t a t e  ini war, m e e t i n g  

n a t u r a l  d i s a s t e r s .  . . . "  S e c t i o n  11, E X C E P T I O N S .  T h e  

r e s t r i c t i o n s  o n  c o n t r a c t i n g  s t a t e  d e b t  a r e  w a i v e d  f o r  " d e b t  

i n c u r r e d  t h r o u g h  t h e  i s s u a n c e  o f  r e v e n u e  b o n d s  b;y a p u b l i c



e n t e r p r i s e  o r  p u b l i c  c o r p o r a t i o n " .  T h e y  a r e  f u r t h e r  w a i v e d  

f o r  " i n d e b t e d n e s s  t o  b e  p a i d  f r o m  s p e c i a l  a s s e s s m e n t s  o n  t h e  

b e n e f i t t e d  p r o p e r t y  " a n d  f o r "  r e f u n d i n g  i n d e b t e d n e s s  o f  t h e  

s t a t e .  . . . "  E v e n  S e c t i o n  13, E X P E N D I T U R E S ,  c o n t a i n s  e x ­

c e p t i o n s .  I t  s a y s  t h a t  n o  m o n e y  - s h a l l  b e  w i t h e  'awn f r o m  

t h e  t r e a s u r y  " e x c e p t  in  a c c o r d a n c e  w i t h  a p p r o p r i a t i o n s  m a d e  

b y  l a w . "  I t  c o n t i n u e s ,  "no o b l i g a t i o n  f o r  t h e  p a y m e n t  o f  

m o n e y  s h a l l  be  i n c u r r e d  e x c e p t  a s  a u t h o r i z e d  b y  l a w .  "

D o e s  i t  n o t  s e e m  l o g i c a l  t o  a s s u m e  t h a t  h a d  t h e  f r a m e r s  o f  

t h e  A l a s k a  C o n s t i t u t i o n  i n t e n d e d  to i n s e r t  t h e  u n d e r s c o r e d  p h r a s e ,  

"No m o n e y  s h a l l ,  w i t h  c e r t a i n  e x c e p t i o n s , b e  w i t h d r a w n  f r o m  e

t r e a s u r y  e x c e p t  i n  a c c o r d a n c e  w i t h  a p p r o p r i a t i o n s  m a d e  b y  lav;", 

t h e y  c o u l d  a n d  w o u l d  h a v e  d o n e  so? T o  f u r t h e r  s u b s t a n t i a t e  

t h i s  p o i n t ,  M r .  L e s l i e  N e r l a n d ,  C h a i r m a n  o f  t h e  C o n s t i t u t i o n a l  

C o n v e n t i o n  C o m m i t t e e  on F i n a n c e  a n d  T a x a t i o n ,  e x p l a i n e d  o n  

t h e  f l o o r  h i s  c o m m i t t e e ' s  t h i n k i n g  o n  a p r o p o s e d  a m e n d m e n t  to 

t h e  s e c t i o n  d e a l i n g  w i t h  d e d i c a t e d  f u n d s :

" T h e  C o m m i t t e e  f e l t  t h a t  in  i n s e r t i n g  t h e  w o r d  
'p u b l i c '  a f t e r  'all', m a k i n g  it 'all p u b l i c  
r e v e n u e s '  w o u l d  e l i m i n a t e  t h e  q u e s t i o n  r e g a r d i n g  
s u c h  t h i n g s  a s  d o n a t i o n s  o r  b e q u e s t s  b y  p r i v a t e  
i n d i v i d u a l s  t h a t  m i g h t  h a v e  s p e c i f i c  p u r p o s e s  
a t t a c h e d  to  t h e m . "

A s  s t a t e d ,  t h i s  l a n g u a g e  w a s  p r o p o s e d  f o r  t h e  s e c t i o n  o n  d e d i ­

c a t e d  f u n d s ,  b u t  it  c l e a r l y  i n d i c a t e s  t h a t  t h e  C o m m i t t e e  o n  

F i n a n c e  a n d  T a x a t i o n  h a d  c o n s i d e r e d  d i f f e r e n t i a t i n g  b e t w e e n  

" p u b l i c  r e v e n u e s "  a n d  " o t h e r  r e v e n u e s " ,  t h e  l a t t e r  s p e c i ­

f i c a l l y  d e s c r i b e d  a s  "d o n a t i o n s  o r  b e q u e s t s  b y  p r i v a t e  i n d i ­

v i d u a l s " .

T h e  r e p o r t  o f  t h e  C o m m i t t e e  o n  F i n a n c e  a n d  T a x a t i o n  

( a t t a c h e d  i n  f u l l ) , in t h e  c o m m e n t a r y  o n  t h e  p r o p o s e d  s e c t i o n  

r e s t r i c t i n g  t h e  e a r m a r k i n g  o f  r e v e n u e s  (Sec. 8, p .  11) p r o v i d e s i



" T h e  a l l o c a t i o n  o f  c e r t a i n  r e v e n u e s  t o  s p e c i a l  
p u r p o s e s  is p r o h i b i t e d ,  w i t h  t w o  e x c e p t i o n s :

(1) If r e q u i r e d  i n  o r d e r  t o  p a r t i c i p a t e  
i n  a f e d e r a l  p r o g r a m , o r  [ e m p h a s i s  a d d e d ]

(2) If t h e  e a r m a r k i n g  i s  in e x i s t e n c e  a t  t h e  
t i m e  o f  r a t i f i c a t i o n  o f  t h e  C o n s t i t u t i o n , "

A g a i n ,  i t  s e e m s  l o g i c a l  t o  a s s u m e  t h a t  i f  t h e  f r a m e r s  

o f  t h e  A l a s k a  C o n s t i t u t i o n  h a d  i n t e n d e d  t o  e x e m p t  f r o m  a p p r o ­

p r i a t i o n  f e d e r a l  a n d  o t h e r  f u n d s — b e  t h e y  n o w  c a l l e d  " t r u s t  f u n d s "  

" c u s t o d i a l  f u n d s " ,  " c o n t r a c t u a l  a r r a n g e m e n t s " ,  o r  o t h e r  s i m i l a r  

n a m e s — t h e y  w o u l d  h a v e  s p e c i f i c a l l y  p r o v i d e d  f o r  s u c h  a b y ­

p a s s i n g  o f  t h e  a p p r o p r i a t i o n s  p r o c e s s .

S i n c e  t h e  C o n s t i t u t i o n  m a k e s  no  p r o v i s i o n  f o r  s p e c i a l  

c l a s s e s  o f  m o n e y  t o  b y p a s s  t h e  a p p r o p r i a t i o n  p r o c e s s ,  ( t h i s  

i s  e m p h a s i z e d  i n  A r t i c l e  IX, S e c t i o n  12. B U D G E T .  "T h e  g o v e r n o r  

s h a l l  s u b m i t  t o  t h e  l e g i s l a t u r e .  . .a b u d g e t  f o r  -the n e x t  f i s c a l  

y e a r  s e t t i n g  f o r t h  a l l  p r o p o s e d  e x p e n d i t u r e s  a n d  a n t i c i p a t e d  

i n c o m e  of  a l l  d e p a r t m e n t s , o f f i c e s ,  a n d  a g e n c i e s  i n  t h e  s t a t e .

T h e  g o v e r n o r , ,  a t  t h e  s a m e  t i m e ,  s h a l l  s u b m i t  a g e n e r a l  a p p r o ­

p r i a t i o n  b i l l  t o  a u t h o r i z e  t h e  p r o p o s e d  e x p e n d i t u r e s . . . .") 

h o w  h a v e  f e d e r a l  a n d  o t h e r  p r o g r a m  r e c e i p t s  b e e n  a p p r o p r i a t e d  

s i n c e  s t a t e h o o d ?  T h e  p r o c e d u r e s  a r e  s u m m a r i z e d  i n  d e f e n d a n t s '  

m e m o r a n d u m ,  p a g e s  2 t h r o u g h  4.

F r o m  1 9 6 3  t h r o u g h  1 9 7 0 ,  " f e d e r a l  p r o g r a m  r e c e i p t s  o r  

o t h e r  p r o g r a m  r e c e i p t s "  r e c e i v e d  d u r i n g  t h e  y e a r  a n d  n o t  

o t h e r w i s e  a p p r o p r i a t e d  w e r e  m a d e  a v a i l a b l e  f o r  e x p e n d i t u r e  

b y  " b u d g e t  a m e n d m e n t  a p p r o v e d  b y  t h e  G o v e r n o r " .  I n  o t h e r  

w o r d s ,  t h e  L e g i s l a t u r e  i n  e a c h  G e n e r a l  A p p r o p r i a t i o n  A c t  

g r a n t e d  t h e  G o v e r n o r  o p e n - e n d e d  a u t h o r i t y  to r e c e i v e  a n d  e x ­

p e n d  a n y  a m o u n t s  o f  f e d e r a l  o r  o t h e r  p r o g r a m  r e c e i p t s  t h a t  

t h e  s t a t e  c o u l d  g e t  i t s  h a n d s  on. B e g i n n i n g  w i t h  t h e  1 9 7 1



*

G e n e r a l  A p p r o p r i a t i o n s  Act, t h e  L e g i s l a t u r e  h a s  c o n t i n u e d  

t o  r e q u i r e  t h a t  b u d g e t  a m e n d m e n t s  f o r  r e c e i p t  a n d  e x p e n d i t u r e  

o f  " a d d i t i o n a l  f e d e r a l  o r  o t h e r  p r o g r a m  r e c e i p t s "  b e  a p p r o v e d  

b y  b o t h  t h e  G o v e r n o r  a n d  t h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  

C o m m i t t e e .  T h u s ,  p r i o r  to 1971, w i t h  t h e  a p p a r e n t  e x c e p t i o n  

o f  t h e  f i r s t  t w o  y e a r s  of  s t a t e h o o d ,  t h e  G o v e r n o r  h a s  

n o t  r e c e i v e d  n o r  e x p e n d e d  f e d e r a l  o r  o t h e r  p r o g r a m  r e c e i p t s  

" e x c e p t  i n  a c c o r d a n c e  w i t h  a p p r o p r i a t i o n s  m a d e  b y  l a w " ;  n o r ,  

w i t h  t h e  e x c e p t i o n  o f  c e r t a i n  a m o u n t s  " p r o c e s s e d  i n a d v e r t e n t l y "  

e a r l y  t h i s  f i s c a l  y e a r ,  h a s  h e  s i n c e .

T h e  d e f e n d a n t s  a r g u e  t h a t  b y  v i r t u e  o f  s o m e  i m p l i e d  

e x e c u t i v e  a u t h o r i t y  o r  n o n - s t a t u t o r i l y  d e f i n e d  r e c e i p t :  

c a t e g o r i e s  t h e  G o v e r n o r  s h o u l d  b e  a l l o w e d  to r e c e i v e  a n d  

e x p e n d  s u b s t a n t i a l  s u m s  o f  m o n e y  w i t h o u t  l e g i s l a t i v e  r e v i e w  

a n d  a p p r o v a l .  T h i s  i s  a n  i n t e r e s t i n g  c o n c e p t  w h e n  v i e w e d  

in r e l a t i o n  t o  c e r t a i n  o t h e r  p o w e r s  a n d  r e s t r i c t i o n s  g r a n t e d  

b y  t h e  C o n s t i t u t i o n .  A r t i c l e  XI I ,  S e c t i o n  11, d i s c u s s e s  

l a w - m a k i n g  p o w e r s .  I t  e n d s  w i t h  t h e  s e n t e n c e ,  " U n l e s s  c l e a r l y  

i n a p p l i c a b l e ,  t h e  l a w - m a k i n g  p o w e r s  a s s i g n e d  t o  t h e  l e g i s ­

l a t u r e  m a y  b e  e x e r c i s e d  b y  t h e  p e o p l e  t h r o u g h  t h e  i n i t i a ­

tiv e .  . . . "

A r t i c l e  XI, S e c t i o n  1, p r o v i d e s  t h a t  t h e  p e o p l e  m a y  

e n a c t  l a w s  b y  i n i t i a t i v e  a n d  a p p r o v e  or  r e j e c t  a c t i o n s  of 

t h e  l e g i s l a t u r e  b y  r e f e r e n d u m .  But, S e c t i o n  7, R E S T R I C T I O N S ,  

p r o v i d e s ,  " T h e  i n i t i a t i v e  s h a l l  n o t  b e  u s e d  t o  d e d i c a t e  

r e v e n u e s ,  m a k e  o r  r e p e a l  a p p r o p r i a t i o n s . . . . T h e  r e f e r e n d u m  

s h a l l  n o t  b e  a p p l i e d  t o  d e d i c a t i o n s  o f  r e v e n u e ,  t o  a p p r o -  

p r i a t i o n s . . . ." [ e m p h a s i s  ad d e d ]

A r e  w e  n o w  t o  a s s u m e  t h a t  p o w e r s  d e n i e d  t h e  p e o p l e  t o  

m a k e  o r  r e p e a l  a p p r o p r i a t i o n s  b y  i n i t i a t i v e / r e f e r e n d u m — a p p r o ­

p r i a t i o n  p o w e r s  s p e c i f i c a l l y  p r o v i d e d  b y  A r t i c l e  I X ,  S e c t i o n  

13, t o  b e  " m a d e  b y  l a w " — a r e  t o  b e  g i v e n  b y  s u m m a r y  j u d g m e n t  

t o  t h e  G o v e r n o r ?
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S U M M A R Y  O F  S J R  4 —
C O N S T I T U T I O N A L  A M E N D M E N T  O N  S P E N D I N G  L I M I T A T I O N S

T h e  e x p e n d i t u r e  l i m i t a t i o n  p r o p o s e d  b y  G o v e r n o r  H a m m o n d  w i l l  

c o n s t i t u t i o n a l l y  l i m i t  t h e  g r o w t h  in a p p r o p r i a t i o n s  o f  s t a t e  

f u n d s  t o  a r a t e  d e t e r m i n e d  b y  i n f l a t i o n  a n d  p o p u l a t i o n  

g r o w t h .  I n f l a t i o n  w i l l  be  m e a s u r e d  b y  t h e  i n c r e a s e  i n  t h e  

c o n s u m e r  p r i c e  i n d e x  f o r  t h e  p r e c e d i n g  c a l e n d a r  y e a r  a n d  

p o p u l a t i o n  g r o w t h  w i l l  b e  a n  a n n u a l  a v e r a g e  c a l c u l a t e d  f r o m  

f e d e r a l  c e n s u s e s  o r  r e n u m e r a t i o n s .  T h e s e  t w o  m e a s u r e s  o f  

g r o w t h  w i l l  a l l o w  t h e  s t a t e  t o  k e e p  u p  w i t h  i n c r e a s i n g  c o s t  

f a c t o r s ,  w h i l e  c o n s t r a i n i n g  g r o w t h  w i t h i n  r e a s o n a b l e  a n d  

r e s p o n s i b l e  b o u n d s .

C e r t a i n  e x c e p t i o n s  a r e  a l l o w e d  t o  p r o v i d e  f o r  p a r t i c u l a r  

r e q u i r e m e n t s  a n d  c i r c u m s t a n c e s  w h i c h  r e l a t e  t o  t h e  A l a s k a  

s i t u a t i o n .  T h e s e  e x c e p t i o n s  a r e  l i s t e d  b e l o w :

1. C o n t r i b u t i o n s  to t h e  P e r m a n e n t  F u n d  (the s t a t e ' s  s a v i n g s  

a c c o u n t ).

2. P a y m e n t s  of  t h e  P e r m a n e n t  F u n d  D i v i d e n d  ( t h e  p u b l i c ' s  

r e t u r n  o n  t h o s e  s a v i n g s ) .

3. A p p r o p r i a t i o n s  to l o a n  f u n d s ,  p r o v i d e d  t h a t  a n y  l o a n  

s u b s i d i e s  a r e  a p p r o p r i a t e d  a n d  a r e  c o n s t r a i n e d  b y  t h e  

s p e n d i n g  l i m i t .

4. A p p r o p r i a t i o n s  f o r  c a p i t a l  i m p r o v e m e n t s  a p p r o v e d  b y  t h e  

v o t e r s .

5. A p p r o p r i a t i o n s  t o  r e p a y  o u t s t a n d i n g  g e n e r a l  o b l i g a t i o n  

d e b t  of t h e  s t a t e .

6. A p p r o p r i a t i o n s  t o  a d i s a s t e r  r e s e r v e  a c c o u n t  ( r a i n y - d a y  

account)..



7. A p p r o p r i a t i o n s  f u n d e d  t h r o u g h  i n c r e a s e d  u s e r  f e e s .

8. A p p r o p r i a t i o n s  r e q u i r e d  b y  c o u r t  o r d e r s  o r  f e d e r a l

t r a n s f e r  of f u n c t i o n s  t o  s t a t e  g o v e r n m e n t .

9. A p p r o p r i a t i o n s  f u n d e d  b y  o n e - q u a r t e r  o f  t h e  e a r n i n g s

w h i c h  r e s u l t  f r o m  e x t r a  c o n t r i b u t i o n s  t o  t h e  P e r m a n e n t  

F u n d ,  i . e . ,  c o n t r i b u t i o n s  in e x c e s s  of t h o s e  r e q u i r e d  

b y  t h e  C o n s t i t u t i o n .

10. A p p r o p r i a t i o n s  f o r  n a t u r a l  d i s a s t e r s .  T h i s  i n c l u d e s

r e s e r v e  f u n d s  f r o m  t h e  a c c o u n t  r e f e r r e d  to  i n  6. a b o v e .  

Su-'h a p p r o p r i a t i o n s  w o u l d  r e q u i r e  a g u b e r n a t o r i a l  

d e c l a r a t i o n  o f  d i s a s t e r ,  p a s s a g e  b y  a t w o - t h i r d s  

m a j o r i t y  of  m e m b e r s h i p  o f  e a c h  h o u s e ,  a n d  a p p r o v a l  b y  

t h e  G o v e r n o r .

I f  t h i s  p r o p o s a l  is p a s s e d  b y  t h e  L e g i s l a t u r e ,  i t  w i l l  g o  o n  

t h e  1 9 8 2  g e n e r a l  e l e c t i o n  b a l l o t  a n d  w o u l d ,  i f  approved, b y  

v o t e r s ,  be  e f f e c t i v e  f o r  t h e  f i s c a l  y e a r  19 8 4  b u d g e t .
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BY T H E  R U L E S  C O M M I T T E E  BY 
IN THE SENATE R E Q U E S T  OF T H E  G O V E R N O R

SPONSOR SUBSTITUTE FOR 

SENATE JOINT RESOLUTION NO. 4 

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

T W E LFTH L E G I S L A T U R E  - FIRST S E S S I O N

Proposing an a m e n d m e n t  ;o the C o n s t i t u­

tion of the State of A l a s k a  r e l a t i n g  to 

limitations on a p p r o p r i a t i o n s  o f  sta t e  

money.

BE IT R E S O L V E D  BY THE LEGI S L A T U R E  OF THE STATE OF ALASKA:

* S e c t i o n  1. Art'cle IX of the Constitution of the State of A l a s k a  is 

amended by adding n e w  sections to read:

S E C T I O N  16. AP P R O P R I A T I O N  LIMITATIONS. T h e  a m o u n t  of S t a t e  m o n e y  

The governor m a y  request or the legislature m a y  a p p r o p r i a t e  d u r i n g  a 

fiscal year shall not exceed the amount of $2.5 b i l l i o n  for t h e  b a s e 

fiscal year of 19 82 b y  more than the cumulative i n c r e a s e  in t h e  federal 

c onsumer price index for the State for the c a l endar years p r e c e d i n g  the 

governor's submission of the budget'under s e c t i o n  12 of this a r t i c l e  

plus or minus a p e r centage equal to the cumulative a v e r a g e  y e a r l y  

growth or loss in the State's population as s h o w n  by the last two 

f ederal censuses or renumerations'. Money a p p r o p r i a t e d  u n d e r  a n y  e x c e p­

tion pres c r i b e d  b y  section 17 of this article shall n o t  be i n c l u d e d  i n  

the b a s e  for dete r m i n i n g  the allowable increase f r o m  y e a r  to year.

S ECT I O N  17. EXCEPTIONS FROM APPROPR I A T I O N  L I M I T A T I O N S .  T h e  l i m i­

tations on increases in appropriations do not a p p l y  to m o n e y  r e c e i v e d  

J in trust for a specific purpose; to appropriations of m o n e y  t o  h e  

d e p o s i t e d  in the p e r manent fund; money a p p r o p r i a t e d  to p a y  p e r m a n e n t  

fund dividends; money appropriated to c a pitalize loan funds, b u t  only  

if the m o n e y  to subsidize these loans at b e l o w  m a r k e t  i n t e r e s t  r a t e s  is

-1-



\ I

| 2

I 3

I 4

j 5

I 6

8
|  9

1°

11
12

I 13
14

15

16

17

18

I 19
20

21

22

23

24

25

26

27

28

29

a p p r o p r i a t e d  s e p a r a t e l y  u n d e r  t h e  l i m i t a t i o n s ;  m o n e y  a p p r o p r i a t e d  t o  

c o n s t r u c t  c a p i t a l  i m p r o v e m e n t s ,  w h e t h e r  o f  b o n d  p r o c e e d s  o r  o t h e r w i s e ,  

w h e r e  t h e  a p p r o p r i a t i o n  f o r  t h e  c a p i t a l  i m p r o v e m e n t s  i s  a p p r o v e d  b y  t h e  

v o t e r s ; m o n e y  a p p r o p r i a t e d  t o  e s c r o w  a c c o u n t s  o r  o t h e r w i s e  t o  r e p a y  

g e n e r a l  o b l i g a t i o n  b o n d s ;  m o n e y  a p p r o p r i a t e d  as a  r e s e r v e  f o r  d i s a s t e r s  

of  n a t u r a l  o r  h u m a n  o r i g i n  or o t h e r  e m e r g e n c i e s ;  m o n e y  a p p r o p r i a t e d  t o

c o i n c i d e  w i t h  i n c r e a s e s  in  u s e r  f e es; m o n e y  a p p r o p r i a t e d  t o  m e e t

i n c r e a s e s  i n  c o s t s  t o  t h e  S t a t e  r e s u l t i n g  f r o m  c o u r t  o r d e r s  or  a  t r a n s ­

f e r  of a u t h o r i t y  o r  r e s p o n s i b i l i t y  to  t h e  State, f r o m  t h e  f e d e r a l  

g o v e r n m e n t ;  m o n e y  d e r i v e d  f r o m  o n e - q u a r t e r  of t h e  i n c o m e  f r o m  t h o s e  

c o n t r i b u t i o n s  m a d e  t o  t h e  p e r m a n e n t  f u n d  w h i c h  e x c e e d  t h e  m i n i m u m  

r e q u i r e d  b y  t h i s  c o n s t i t u t i o n ;  or m o n e y  a p p r o p r i a t e d  b y  a v o t e  o f  

t w o - t h i r d s  o f  t h e  m e m b e r s h i p  of e a c h  h o u s e  a n d  a p p r o v e d  b y  t h e  g o v e r n o r  

to m e e t  d i s a s t e r s  o f  n a t u r a l  or h u m a n  o r i g i n  w h i c h  a r e  d e c l a r e d  b y  t h e  

g o v e r n o r .

* S e c .  2. T h e  a m e n d m e n t  p r o p o s e d  b y  t h i s  r e s o l u t i o n  s h a l l  b e  p l a c e d  b e ­

f o r e  t h e  v o t e r s  of t h e  s t a t e  at t h e  n e x t ' g e n e r a l  e l e c t i o n  i n  c o n f o r m i t y  w i t h

art. X I I I ,  sec. 1, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  a n d  t h e  e l e c t i o n

l a w s  o_ „he s t a t e .
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Original sponsor: Rules/Governor O f f e r e d :  5/5/81
R e f e r r e d :  F in a n c e

IN THE SENATE BY THE JUDICIARY COMMITTEE

CS FOR SENATE JOINT RESOLUTION NO. 4 ( J u d i c ia r y )
IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - FIRST SESSION

P r o p o s i n g  an amendment t o  t h e  C o n s t i t u ­
t i o n  o f  t h e  S t a t e  o f  A l a s k a  r e l a t i n g  t o  

l i m i t a t i o n s  o n  a p p r o p r i a t i o n s  o f  s t a t e  

money .

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  1. A r t i c l e  IX o f  t h e  C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A la s k a  i s

amended by  a d d in g  new s e c t i o n s  t o  r e a d :
SECTION 16. APPROPRIATION LIMITATIONS. The amount o f  S t a t e  money

r e q u e s t e d  by  t h e  g o v e r n o r  and a p p r o p r i a t e d  by  t h e  l e g i s l a t u r e  d u r i n g  a 
f i s c a l  year s h a l l  n o t  e x c e e d  t h e  amount a p p r o p r i a t e d  i n  t h e  p r e c e d i n g  

f i s c a l  y e a r  by  more t h a n  t h e  i n c r e a s e  i n  t h e  f e d e r a l  c on sum er  p r i c e  
i n d e x  f o r  t h e  s t a t e  f o r  t h e  c a l e n d a r  y e a r  p r e c e d i n g  t h e  g o v e r n o r ' s  

s u b m i s s i o n  o f  t h e  b u d g e t  u n d e r  s e c t i o n  12 o f  t h i s  a r t i c l e  p l u s  a p e r ­
c e n t a g e  e q u a l  t o  t h e  a v e r a g e  y e a r l y  g r ow th  i n  t h e  S t a t e ' s  p o p u l a t i o n  a s  

shown by t h e  l a s t  two f e d e r a l  c e n s u s e s  o r  r e n u m e r a t i o n s .  Money a p p r o ­
p r i a t e d  u nd e r  any  e x em p t i o n  p r e s c r i b e d  b y  s e c t i o n  17 o f  t h i s  a r t i c l e  
s h a l l  n o t  b e  i n c l u d e d  i n  t h e  b a s e  f o r  d e t e r m in i n g  t h e  a l l o w a b l e  i n c r e a s e  
fr om  y e a r  t o  y e a r .

SECTION 17. EXEMPTIONS FROM APPROPRIATION LIMITATIONS. The l i m i ­

t a t i o n s  on  i n c r e a s e s  i n  a p p r o p r i a t i o n s  do n o t  a p p l y  t o  a p p r o p r i a t i o n s  
o f  money t o  be d e p o s i t e d  i n  t h e  p e rm an en t  fu n d :  money a p p r o p r i a t e d  t o  

pay  p e rm an en t  fu nd  d i v i d e n d s ;  money a p p r o p r i a t e d  t o  c a p i t a l i z e  l o a n  
f u n d s ,  b u t  t h e  money t o  s u b s i d i z e  low  i n t e r e s t  l o a n s  m u s t  b e  a p p r o ­
p r i a t e d  s e p a r a t e l y  and i s  s u b j e c t  t o  t h e  l i m i t a t i o n s ;  money a p p r o p r i a t e d  
t o  c o n s t r u c t  c a p i t a l  im p r o v em en t s ,  w h e t h e r  o f  bond  p r o c e e d s  o r  o t h e r ­
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w i s e ,  w h e r e  t h e  a p t  - p r i a t i o n  f o r  t h e  c a p i t a l  im p r o v em en t s  i s  a p p r o v ed  

by  t h e  v o t e r s ;  money a p p r o p r i a t e d  t o  e s c r o w  a c c o u n t s  o r  o t h e r w i s e  t o  

r e p a y  g e n e r a l  o b l i g a t i o n  b o n d s ;  money a p p r o p r i a t e d  a s  a  r e s e r v e  f o r  

d i s a s t e r s  o f  n a t u r a l  o r  human o r i g i n  o r  o t h e r  e m e r g e n c i e s ;  money a p p r o ­
p r i a t e d  t o  c o i n c i d e  w i t h  i n c r e a s e s  i n  u s e r  f e e s ;  money a p p r o p r i a t e d  t o  

m ee t  i n c r e a s e s  i n  c o s t s  t o  t h e  S t a t e  r e s u l t i n g  from  c o u r t  o r d e r s  o r  a 

t r a n s f e r  o f  a u t h o r i t y  o r  r e s p o n s i b i l i t y  t o  t h e  S t a t e  f r om  t h e  f e d e r a l  
g o v e r n m en t ;  money d e r i v e d  from  o n e - q u a r t e r  o f  t h e  in c om e  from  t h o s e  
c o n t r i b u t i o n s  made t o  t h e  p e rm an en t  fu n d  w h ic h  e x c e e d  t h e  minimum

r e q u i r e d  by  t h i s  c o n s t i t u t i o n ;  o r  money a p p r o p r i a t e d  b y  a v o t e  o f  
tw o - t h i r d s  o f  t h e  m em ber sh ip  o f  e a c h  h o u s e  and a p p r o v e d  b y  t h e  g o v e r n o r  

t o  m e e t  d i s a s t e r s  o f  n a t u r a l  o r  human o r i g i n  w h ic h  a r e  d e c l a r e d  by  t h e
govern:,>r.

* S e c .  2. The amendment p r o p o s e d  b y  t h i s  r e s o l u t i o n  s h a l l  b e  p l a c e d  b e ­
f o r e  t h e  v o t e r s  o f  t h e  s t a t e  a t  t h e  n e x t  g e n e r a l  e l e c t i o n  i n  c o n f o r m i t y  w i t h  
a r t .  X I I I ,  s e c .  1, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A la s k a ,  and t h e  e l e c t i o n  

l aw s  o f  t h e  s t a t e .
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I n t r o d u c e d :  1 / 1 3 / 8 1
R e f e r r e d :  C o m m u n i t y  &  R e g i o n a l

A f f a i r s  a n d  F i n a n c e

IN THE SENATE BY COLLETTA
SENATE JOINT RESOLUTION NO. 3 

IN THE LEGISLATURE OF THE STATE OF ALASKA 
TWELFTH LEGISLATURE - FIRST SESSION

P r o p o s i n g  an amendment t o  t h e  C o n s t i ­
t u t i o n  o f  t h e  S t a t e  o f  A l a s k a  r e l a t ­
i n g  t o  l i m i t i n g  i n c r e a s e s  i n  e x p e n d i ­
t u r e s  and  r e q u i r i n g  p aym en t b y  t h e  

s t a t e  o f  m anda ted  i n c r e a s e d  e x p e n d i ­
t u r e s  o f  a p o l i t i c a l  s u b d i v i s i o n  o f  

t h e  s t a t e .
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1. A r t i c l e  IX, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A la s k a  i s  amended  

by a d d in g  new s e c t i o n s  t o  r e a d :
SECTION 16. APPROPRIATION GROWTH LIMIT. In  no  y e a r  s h a l l  t h e  

r a t e  o f  g r ow th  o f  a p p r o p r i a t i o n s  f r om  s t a t e  r e v e n u e s ,  e x c e p t i n g  a p p r o p r i a  

t i o n s  t o  t h e  p e rm an en t  fu n d  e s t a b l i s h e d  i n  S e c t i o n  15 o f  t h i s  a r t i c l eI
and  e x c e p t i n g  a p p r o p r i a t i o n s  f o r  c a p i t a l  im p r o v em en t s ,  e x c e e d  t h e  e s t i ­
m a ted  r a t e  o f  g r ow th  o f  t h e  econom y  o f  t h e  S t a t e  a s  d e t e r m in e d  by  law .
An a p p r o p r i a t i o n  i n  e x c e s s  o f  t h i s  l i m i t  s h a l l  n o t  b e  made u n l e s s  a 

s t a t e  o f  em e r g e n c y  i s  d e c l a r e d  t o  e x i s t ,  a s  p r o v i d e d  by l a w .  The 
a p p r o p r i a t i o n  l i m i t  f o r  e a c h  o f  t h e  t h r e e  y e a r s  f o l l o w i n g  t h e  
d e c l a r a t i o n  o f  em e r g e n c y  s h a l l  b e  a d j u s t e d  e q u a l l y  s o  t h a t  t h e  t o t a l  
a p p r o p r i a t i o n s  f o r  t h e  y e a r  o f  t h e  em e r g e n c y  and t h e  s u c c e e d i n g  t h r e e  
y e a r s  do n o t  e x c e e d  t h e  a p p r o p r i a t i o n s  w h i c h  c o u l d  h a v e  b e e n  made u nd e r  
t h i s  s e c t i o n  i f  no em e r g en c y  had  b e e n  d e c l a r e d .  The l i m i t  on  r a t e  o f  
g r ow th  o f  a p p r o p r i a t i o n s  f o r  e a c h  y e a r  s h a l l  be c a l c u l a t e d  w i t h o u t  
r e g a r d  t o  a  d e c l a r e d  em e r g e n c y  o r  t h e  s u b s e q u e n t  t h r e e - y e a r  a d j u s tm e n t .  

SECTION 17. RETURN OF REVENUES TO TAXPAYERS. R e v en u e s  r e c e i v e d



b y  t h e  S t a t e  i n  e x c e s s  o f  t h e  amount a p p r o p r i a t e d  i n  c o m p l i a n c e  w i t h  

t h i s  a r t i c l e  d u r i n g  a f i s c a l  y e a r  s h a l l  b e  d i s t r i b u t e d  t o  t h e  t a x p a y e r s  
o f  t h e  S t a t e  a s  p r o v i d e d  b y  l a w .  No a p p r o p r i a t i o n  i s  r e q u i r e d  f o r  a  
d i s t r i b u t i o n  u n d e r  t h i s  s e c t i o n  w i t h i n  t h e  s u c c e e d i n g  f i s c a l  y e a r .

* S e c .  2. A r t i c l e  I I ,  C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a  i s  amended b y  
a d d in g  a new s e c t i o n  t o  r e a d :

SECTION 22. INCREASED COSTS TO POLITICAL SUBDIVISIONS. No g e n e r a l  
law  r e q u i r i n g  i n c r e a s e d  e x p e n d i t u r e s  b y  a  p o l i t i c a l  s u b d i v i s i o n  s h a l l  
becom e e f f e c t i v e  u n l e s s  t h e  l e g i s l a t u r e  h a s  p r o v i d e d  t h a t  t h e  S t a t e  p a y  

t h e  amount o f  i n c r e a s e d  c o s t  t o  t h e  p o l i t i c a l  s u b d i v i s i o n .
* S e c .  3. The am endm en ts  p r o p o s e d  b y  t h i s  r e s o l u t i o n  s h a l l  b e  p l a c e d  

b e f o r e  t h e  v o t e r s  o f  t h e  s t a t e  a t  t h e  n e x t  g e n e r a l  e l e c t i c " .  i n  c o n f o r m i t y  

w i t h  a r t .  X I I I ,  s e c .  1, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a ,  and t h e  
e l e c t i o n  l aw s  o f  t h e  s t a t e .
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R e f e r r e d :  F i n a n c e  and
J u d i c i a r y
I n t r o d u c e d :  2 / 4 / 8 1

BY THE RULES COMMITTEE BY 
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE JOINT RESOLUTION NO. 5 
IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - FIRST SESSION
P r o p o s i n g  a n  amendment t o  t h e  C o n s t i t u ­
t i o n  o f  t h e  S t a t e  o f  A l a s k a  r e l a t i n g  t o  
l i m i t a t i o n s  on  a p p r o p r i a t i o n s  o f  s t a t e  
m oney .

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  i .  A r t i c l e  IX o f  t h e  C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a  i s  

amended b y  a d d in g  new s e c t i o n s  t o  r e a d :
SECTION 16. APPROPRIATION LIMITATIONS. The amount o f  S t a t e  money 

a p p r o p r i a t e d  d u r i n g  a  f i s c a l  y e a r  s h a l l  n o t  e x c e e d  t h e  amount a p p r o p r i ­
a t e d  i n  t h e  p r e c e d i n g  f i s c a l  y e a r  b y  more t h a n  t h e  i n c r e a s e  i n  t h e  f e d ­
e r a l  c o n sum er  p r i c e  i n d e x  f o r  t h e  s t a t e  f o r  t h e  c a l e n d a r  y e a r  p r e c e d i n g  
t h e  g o v e r n o r ' s  s u b m i s s i o n  o f  t h e  b u d g e t  u nd e r  s e c t i o n  12 o f  t h i s  a r t i ­
c l e  p l u s  a p e r c e n t a g e  e q u a l  t o  t h e  a v e r a g e  y e a r l y  g r ow th  i n  t h e  S t a t e ' s  
p o p u l a t i o n  a s  shown b y  t h e  l a s t  two f e d e r a l  c e n s u s e s  o r  r e n u m e r a t i o n s .  
Money a p p r o p r i a t e d  u n d e r  any  e x c e p t i o n  p r e s c r i b e d  b y  s e c t i o n  17 o f  t h i s  
a r t i c l e  s h a l l  n o t  b e  i n c l u d e d  i n  t h e  b a s e  f o r  d e t e r m in i n g  t h e  a l l o w a b l e  
i n c r e a s e  f r om  y e a r  t o  y e a r .

SECTION 17. EXCEPTIONS FROM APPROPRIATION LIMITATIONS. The l i m i ­
t a t i o n s  on i n c r e a s e s  i n  a p p r o p r i a t i o n s  do n o t  a p p l y  t o  a p p r o p r i a t i o n s  
o f  money t o  b e  d e p o s i t e d  i n  t h e  p e rm an en t  fund? money a p p r o p r i a t e d  t o  
p ay  p e rm an en t  fu n d  d i v i d e n d s ;  money a p p r o p r i a t e d  t o  c a p i t a l i z e  l o a n  

f u n d s ,  b u t  t h e  money t o  s u b s i d i z e  low  i n t e r e s t  l o a n s  m u s t  b e  a p p r o ­
p r i a t e d  s e p a r a t e l y  and i s  s u b j e c t  t o  t h e  l i m i t a t i o n s ;  money a p p r o p r i a t e d  
t o  c o n s t r u c t  c a p i t a l  im p r o v em en ts ,  w h e t h e r  o f  bond  p r o c e e d s  o r  o t h e r ­
w i s e ,  w h e r e  t h e  a p p r o p r i a t i o n  f o r  t h e  c a p i t a l  im p ro v em en ts  i s  a p p r o v e d
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by  t h e  v o t e r s ; money a p p r o p r i a t e d  t o  e s c r o w  a c c o u n t s  o r  o t h e r w i s e  t o  

r e p a y  g e n e r a l  o b l i g a t i o n  b o n d s ;  money a p p r o p r i a t e d  a s  a  r e s e r v e  f o r  
d i s a s t e r s  o f  n a t u r a l  o r  human o r i g i n  o r  o t h e r  e m e r g e n c i e s ;  money a p p r o ­
p r i a t e d  t o  c o i n c i d e  w i t h  i n c r e a s e s  i n  u s e r  f e e s ;  money a p p r o p r i a t e d  t o  
m ee t  i n c r e a s e s  i n  c o s t s  t o  t h e  S t a t e  r e s u l t i n g  f r om  c o u r t  o r d e r s  o r  a 
t r a n s f e r  o f  a u t h o r i t y  o r  r e s p o n s i b i l i t y  t o  t h e  S t a t e  f r om  t h e  f e d e r a l  
g o v e r n m en t ;  money d e r i v e d  fr om  o n e - q u a r t e r  o f  t h e  in com e  from  t h o s a  
c o n t r i b u t i o n s  made t o  t h e  p e rm an en t  fu n d  w h ic h  e x c e e d  t h e  minimum  
r e q u i r e d  b y  t h i s  c o n s t i t u t i o n ;  o r  money a p p r o p r i a t e d  by a  v o t e  o f  
t w o - t h i r d s  o f  t h e  m em ber sh ip  o f  e a c h  h o u s e  and a p p r o v e d  b y  t h e  g o v e r n o r  
t o  m e e t  d i s a s t e r s  o f  n a t u r a l  o r  human o r i g i n  w h i c h  a r e  d e c l a r e d  by  t h e  
g o v e r n o r .

* S e c .  2. The amendment p r o p o s e d  by  t h i s  r e s o l u t i o n  s h a l l  b e  p l a c e d  b e ­
f o r e  t h e  v o t e r s  o f  t h e  s t a t e  a t  t h e  n e x t  g e n e r a l  e l e c t i o n  i n  c o n f o r m i t y  w i t h  
a r t .  X I I I ,  s e c .  1, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A la s k a ,  and t h e  e l e c t i o n  
l aw s  o f  t h e  s t a t e -
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HOUSE JOINT RESOLUTION NO. 57 
IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - FIRST SESSION
P r o p o s i n g  an amendment t o  t h e  Con­
s t i t u t i o n  o f  t h e  S t a t e  o f  A la s k a  

r e l a t i n g  t o  l i m i t a t i o n s  o n  a p p r o p r i ­
a t i o n s  o f  s t a t e  m oney .

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*  S e c t i o n  1. A r t i c l e  IX o f  t h e  C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a  i s  

amended by  a d d in g  a new s e c t i o n  t o  r e a d :

SECTION 16. APPROPRIATION LIMITATIONS. E x c e p t  f o r  a p p r o p r i a t i o n s  

t o  t h e  p e rm an en t fu n d  and a p p r o p r i a t i o n s  r e q u i r e d  t o  p ay  t h e  p r i n c i p a l  
and i n t e r e s t  on  g e n e r a l  o b l i g a t i o n  b o n d s ,  t h e  amount o f  money a p p r o ­
p r i a t e d  d u r in g  a f i s c a l  y e a r ,  from  w h a t e v e r  s o u r c e  and  f o r  w h a t e v e r  
p u r p o s e ,  s h a l l  n o t  e x c e e d  t h e  amount a p p r o p r i a t e d  i n  t h e  b a s e  f i s c a l  
y e a r  b y  more th a n  t h e  c u m u l a t i v e  i n c r e a s e  i n  t h e  f e d e r a l  c on sum er  p r i c e  

i n d e x  f o r  t h e  S t a t e  f o r  t h e  c a l e n d a r  y e a r s  p r e c e d i n g  t h e  g o v e r n o r ' s  
s u b m i s s i o n  o f  t h e  b u d g e t  u n d e r  S e c t i o n  12 o f  t h i s  a r t i c l e  p l u s  o r  m inu s  
a  p e r c e n t a g e  e q u a l  t o  t h e  c u m u l a t i v e  a v e r a g e  y e a r l y  g r ow th  o r  l o s s  i n  
t h e  S t a t e ' s  p o p u l a t i o n  a s  shown by  t h e  l a s t  two f e d e r a l  c e n s u s e s  o r  
r e n u m e r a t i o n s .  The l e g i s l a t u r e  may, b y  a f f i r m a t i v e  v o t e  o f  tw o - t h i r d s  
o f  t h e  m em bersh ip  o f  e a c h  h o u s e ,  make a p p r o p r i a t i o n s  i n  e x c e s s  o f  t h i s  

l i m i t  b y  e n a c tm e n t  o f  a p p r o p r i a t i o n  b i l l s  l im i t e d  t o  a  s i n g l e  i t e m  o f  
a p p r o p r i a t i o n  f o r  a s i n g l e  p u r p o s e  b u t  t h e  e x c e s s  a p p r o p r i a t i o n s ,  i f  
any , s h a l l  n o t  b e  i n c l u d e d  i n  c a l c u l a t i n g  t h e  l i m i t  f o r  t h e  n e x t  f i s c a l  
y e a r .  The g o v e r n o r  s h a l l  c a u s e  any  u n a p p r o p r i a t e d  b a l a n c e  t o  b e  
i n v e s t e d  a t  m a rk e t  r a t e s .  The b a s e  f i s c a l  y e a r  f o r  p u r p o s e s  o f  t h i s  
s e c t i o n  i s  t h e  p e r i o d  f r om  J u l y  1, 1980 t o  J u n e  30, 1981.
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*  S e c .  2. The amendment p r o p o s e d  b y  t h i s  r e s o l u t i o n  s h a l l  b e  p l a c e d  
b e f o r e  t h e  v o t e r s  o f  t h e  s t a t e  a t  t h e  n e x t  g e n e r a l  e l e c t i o n  i n  c o n f o r m i t y  

w i t h  a r t .  X I I I ,  s e c .  1, C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A la s k a ,  and t h e  e l e c t i o n  
l aw s  o f  t h e  s t a t e .
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Senator Arliss S:urgulewski

<• '.................. -.'W

June 4, 1981
f .

SENATE FINANCE

EXPENDITURE LIMITATION ISSUES

WHAT SHOULD BE USED AS THE BASE?

Should we pick a FY budget? What should be exempted from the budget?
Should they be the same items exempted from the ceiling or others? If 
the base is too low, how will agencies handle budget cutbacks? If there 
are few ceiling exemptions, should the base contain Toom for innovative 
new programs (Energy Center, Delta Barley, Etc.)? How will the base 
account for assistance/revenue sharing for local governments? Should a 
number be used instead of a base year to allow for adjustments of, for 
example, income tax refunds, etc. If so, what should the number be?

WHAT FORMULA SHOULD BE USED TO CALCULATE INCREASES?

Should the formula for calculating the increase be a cumulative index 
applying to a single original base, or should the formula apply as an 
adjustment to the previous year's actual appropriation?

Should the formula be tied to population growth as well as inflation?
Are there alternative indices?

Should the formula have a factor which will reduce the real per-capita 
spending limit overtime (such as only using .95 of the annual CPI 
increase)?

WHICH APPROPRIATIONS AND EXPENDITURES SHOULD BE COVERED BY THE LIMITATION?

Should the limit apply to both state and federal funds?

Should increases in user fees be covered? If exempted, what oversight
should be available to keep increases reasonable?

Most likely revenue bonds should be excluded, but should General Obligation 
Bonds? Bond debt service?

Should capital projects be excluded and, if so, how can we manage the 
operating budget impacts of capital projects?

Should loan capitalization be excluded?

There is agreement that contributions to the Permanent Fund should be 
excluded, but should Permanent Fund dividends? Should arrangement be 
made for the possibility of the State losing the law suit, if so of what 
sort? Should a portion of permanent fund income (or real income) be 
exempted? Should the Permanent Fund be the only recipient of "surplus" 
funds, and if so, how can this be insured?

If the base is very inclusive, then the exemptions should be very limited. 
If the base is restricted, what level of exemptions are reasonable?

Should provision be made for exceeding the limit? If so, should it be 
by legislative vote--by what majority? Should a referendum be provided 
for? If provision is made for exceeding the limit, what should be voted 
on-single appropriations or multiple ones? If provision is made for 
exceeding the limit, should there be a special prohibition against 
voting to exceed the limit on items which had previously been appropriated 

within the limit?
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T H E  L E G I S L A T U R E

BUDGET AND AUDIT COMMITTEE

AUDIT DIVISION
POUCH W-ALASKA OFFICE BUILDING

FINANCE DIVISION 
POUCH WF—STATE CAPITOL

JUNEAU. ALASKA 99311

M a y  28, 1 9 8 1

To: S e n a t o r  A r l i s s  S t u r g u l e w s k i  
C h a i r m a n
L e g i s l a t i v e  B u d g e t  a n d  

A u d i t  C o m m i t t e e

From: M a r g o  d a r i n g  
S e n i o r  P o l i c y  A n a l y s t

d j j J

S u b j e c t :  E x p e n d i t u r e  L i m i t a t i o n

Y o u  a s k e d  m e  to p r o v i d e  y o u  w i t h  b a c k g r o u n d  i n f o r m a t i o n  o n  
e x p e n d i t u r e  l i m i t a t i o n s  a n d  s p e c i f i c  a n a l y s i s  o f  c o n s t i t u t i o n a l  
s p e n d i n g  l i m i t a t i o n s .

i
B a c k g r o u n d

T h r o u g h o u t  t h e  n a t i o n  t a x p a y e r s  a r e  c o n c e r n e d  a b o u t  t h e  
g r o w t h  o f  t h e  p u b l i c  s e c t o r ,  g r o w t h  t h a t  s o m e t i m e s  h a s  
o u t p a c e d  t h e  r a t e  o f  i n f l a t i o n  a n d  t h e  g r o w t h  i n  r e a l  p e r s o n a l  
i n c o m e .  T h i s  c o n c e r n  t r a n s l a t e s  i n t o  d e b a t e  a b o u t  t h e  s i z e  
a n d  s c o p e  o f  g o v e r n m e n t ,  e f f o r t s  to i n c r e a s e  e f f i c i e n c y  a n d  
e f f e c t i v e n e s s  of e x i s t i n g  g o v e r n m e n t a l  s e r v i c e s ,  a n d  s o m e t i m e s ,  
e f f o r t s  t o  i n h i b i t  i n c r e a s i n g  t a x  b u r d e n s  b y  w a y  o f  l i m i t s  
o f  t h e  a m o u n t  o f  r e v e n u e s  and, t h e r e f o r e ,  e x p e n d i t u r e s  
a v a i l a b l e  to g o v e r n m e n t .  T h r o u g h o u t  t h e  n a t i o n ,  s t a t e s  h a v e  
l o o k e d  at  w a y s  to c o n t r o l  t h e  g r o w t h  o f  g o v e r n m e n t  e x p e n d i t u r e s  
b y  c u r b i n g  s t a t e  t a x e s .  G e n e r a l l y ,  t h i s  h a s  b e e n  d o n e  b y  
l i n k i n g  t h e  a m o u n t  of  r e v e n u e  c o l l e c t e d  to a m e a s u r e  of  
e c o n o m i c  g r o w t h .  T h o s e  w h o  h a v e  l o o k e d  at t h i s  i s s u e  u s e  
t h e  t e r m s  " e x p e n d i t u r e  l i m i t a t i o n "  a n d  " t a x  l i m i t a t i o n "  
i n t e r c h a n g e a b l y .  H e n c e ,  p r o p o n e n t s  s e l e c t  r e v e n u e  or e x p e n d i t u r e  
c o n t r o l s  f o r  a v a r i e t y  o f  p o l i t i c a l  r e a s o n s ,  k n o w i n g  t h a t  
t h e  s a m e  e f f e c t  w i l l  b e  a c h i e v e d .  U s u a l l y ,  s p e n d i n g  l i m i t  
c a m p a i g n s  h a v e  b e e n  f o u g h t  i n  t h e  c o n t e x t  of  t a x  i n c r e a s e s .  
P r o p o n e n t s  h o p e  n o t  o n l y  to l i m i t  e x p e n d i t u r e s ,  b u t  a l s o  to 
r e d u c e  t a x e s ,  p e r m i t t i n g  n o  r e a l  g r o w t h ,  or e v e n  r e d u c i n g  
e x i s t i n g  s i z e  o f  g o v e r n m e n t .  T h u s ,  t h e  a v a i l a b i l i t y  of  
e x c e s s  r e v e n u e s  is s e e n  as i n e v i t a b l y  l e a d i n g  t o  t h e i r  
e x p e n d i t u r e : t h e  o n l y  w a y  to c u r b  g r o w t h  is to c u r b  r e v e n u e s
and, thus, e x p e n d i t u r e s .  T h e  r e l a t i o n s h i p  is s e e n  as o n e  i n  
w h i c h  to e f f e c t  a n y  o n e  e l e m e n t  is to  e f f e c t  t h e  o t h e r s .

• • -



A l a s k a ' s  T a x  H i s t o r y

A l a s k a ' s  t a x  h i s t o r y  is n o t  r e p r e s e n t a t i v e  o f  t h e  e x p e r i e n c e  
o f  o t h e r  s t a t e s .  A l a s k a n  l a w  d e f i n e s  s e v e r a l  p e r s o n a l  a n d  
b u s i n e s s  t a x e s  f o r  d i f f e r e n t  l e v e l s  o f  g o v e r n m e n t .  E a c h  o f  
t h e s e  h a s  a s t a t u t o r i l y  d e f i n e d  c e i l i n g .  S t a t e  i n d i v i d u a l  
i n c o m e  tax, set a t  a r e l a t i v e l y  l o w  r a t e ,  b r o u g h t  f u n d s  i n t o  
t h e  s t a t e  t r e a s u r y  w h i c h  w e r e  spent? o n  s t a t e  g o v e r n m e n t  
s e r v i c e s ,  as w e l l  as f o r  s e r v i c e s  w h i c h  a r e  g e n e r a l l y  p r o v i d e d  
a t  t h e  l o c a l  le v e l ,  s u c h  as s c h o o l s  a n d  r o a d s .  L o c a l  p r o p e r t y  
t a x e s ,  r e l a t i v e l y  m o d e s t  b y  n a t i o n a l  s t a n d a r d s ,  f u n d  a 
n a r r o w e r  r a n g e  o f  s e r v i c e s  t h a n  e l s e w h e r e .  W h e n  l o c a l  
g o v e r n m e n t s  h a v e  e l e c t e d  to p r o v i d e  s e r v i c e s  a t  t h e  l o c a l  
l e v e l  i n s t e a d  o f  h a v i n g  t h e m  p r o v i d e d  b y  t h e  s t a t e ,  t h e s e  
t r a n s f e r s  o f  a u t h o r i t y  h a v e  b e e n  a c c o m p a n i e d  b y  t r a n s f e r s  o f  
f u n d s  w i t h  w h i c h  to p a r t i a l l y  p r o v i d e  f o r  t h e  s e r v i c e s .

G o v e r n m e n t  g r o w t h ,  i n  t e r m s  o f  n u m b e r s  c f  s t a t e  e m p l o y e e s  
a n d  i n  t e r m s  of  g o o d s  a n d  s e r v i c e s  p r o v i d e d  b y  t h e  s t a t e  to 
t h e  c i t i z e n s ,  h a s  b e e n  f u e l e d  n o t  b y  p e r s o n a l  i n c o m e  t a x  or 
b y  p r o p e r t y  t a x e s  b u t  b y  c o r p o r a t e  o i l  t a x e s ,  l e a s e  s a l e  
b o n u s e s ,  a n d  o t h e r  f o r m s  o f  p e t r o l e u m  r e v e n u e s .

A s  g o v e r n m e n t  h a s  g r o w n  a n d  as r e v e n u e s  h a v e  r i s e n ,  A l a s k a n s '  
r e s p o n s e  h a s  b e e n  t o  c u t  t a x e s ,  n o t  s o  t h a t  g o v e r n m e n t  
g r o w t h  w i l l  b e  c u r b e d ,  b u t  so t h a t  o t h e r s  w i l l  p a y  for t h e  
g o o d s  a n d  s e r v i c e s .  G r o s s  b u s i n e s s  r e c e i p t s  t a x  w a s  e f f e c t i v e l y  
e l i m i n a t e d  i n  1 9 78. P r o p e r t y  t a x  r e v e n u e s  f r o m  p e t r o l e u m  
p r o p e r t i e s  w e r e  s h a r e d  w i t h  l o c a l  g o v e r n m e n t s  i n  1 9 7 3  a n d  
1975. A n d  i n  1980, t h e  i n d i v i d u a l  p e r s o n a l  i n c o m e  t a x  w a s  
e l i m i n a t e d .  D u r i n g  t h e  s a m e  y e a r ,  f a c e d  w i t h  a d e c l i n e  in  
r e v e n u e s  f r o m  o n e  s o u r c e ,  b u t  a n  i n c r e a s e  i n  r e v e n u e s  f r o m  
p e t r o l e u m  s o u r c e s ,  t h e  l e g i s l a t u r e  s i g n i f i c a n t l y  i n c r e a s e d  
t h e  e x t e n t  of  s t a t e  f u n d i n g  t o  s c h o o l s ,  c a p i t a l  p r o j e c t s ,  
r e v e n u e  s h a r i n g  to  l o c a l  g o v e r n m e n t s ,  a n d  so f o r t h .  In  
e s s e n c e ,  t r a n s f e r  p a y m e n t s  to l o c a l  g o v e r n m e n t s  a n d  to 
p r i v a t e  c i t i z e n s  (in t h e  f o r m  o f  a c t u a l  c h e c k s ,  s u b s i d i z e d -  
l o a n s ,  a n d  o t h e r  b e n e f i t s )  h a v e  i n c r e a s e d ,  w h i l e  n o n  p e t r o l e u m  
r e v e n u e  s o u r c e s  h a v e  s t e a d i l y  d i s a p p e a r e d .

P e t r o l e u m  r e v e n u e s ,  w h i l e  i n c r e a s i n g  s u b s t a n t i a l l y  o v e r  t h e  
n e x t  f e w  y e a r s ,  w i l l  i n  a b o u t  10 y e a r s  b e g i n  to d e c l i n e  
s u b s t a n t i a l l y .  By  a b o u t  2 000, r e v e n u e s  f r o m  P r u d h o e  B a y  
w i l l  h a v e  d e c l i n e d  t o  t h e  l e v e l  o f  1 9 7 8  r e v e n u e s .  T h u s ,

fo o d s  a n d  s e r v i c e s  s u p p o r t e d  b y  p e t r o l e u m  r e v e n u e s  w i l l  b e  
n  j e o p a r d y  o n c e  p e t r o l e u m  r e v e n u e s  d e c l i n e .

W h i l e  s o m e  A l a s k a n s  s e e k  to  l i m i t  t h e  g r o w t h  o f  g o v e r n m e n t  
f o r  r e a s o n s  o f  p o l i t i c a l  p h i l o s o p h y ,  o t h e r s  s e e k  s u c h  l i m i t a t i o n s  
in  o r d e r  to i n s u r e  t h a t  f u t u r e  r e v e n u e s  w i l l  m e e t  g o v e r n m e n t a l  
o b l i g a t i o n s .  S o m e  A l a s k a n s  a r e  a l s o  a d v o c a t i n g  r e p e a l  o f  
s u c h  o t h e r  n o n  p e t r o l e u m  t a x e s  as t h e  l o c a l  p r o p e r t y  tax,

S e n a t o r  A .  S t u r g u l e w s k i

M a y  2 8 ,  1 9 8 1
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S e n a t o r  A. S t u r g u l e w s k i  

M a y  28, 19 8 1  
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s h i f t i n g  t h a t  b u r d e n  to  s t a t e  r e v e n u e s .  T h u s ,  e x p e n d i t u r e  
l i m i t a t i o n  d e s i r e s  c o i n c i d e  w i t h  e f f o r t s  to  r e d u c e  t a x e s  
p a i d  b y  r e s i d e n t s  o f  t h e  s t a t e .  If, h o w e v e r ,  t h e  t a x  r e p e a l  
e f f o r t s  a r e  s u c e s s f u l ,  t h e n  s t a t e  g o v e r n m e n t  o b l i g a t i o n s  
w i l l  i n c r e a s e  b y  h a v i n g  a h e a v i e r  r e l i a n c e  p l a c e d  o n  p e t r o l e u m  
r e v e n u e s ,  e v e n  i f  a n  e x p e n d i t u r e  l i m i t a t i o n  is a l s o  e n a c t e d .
It  is e s t i m a t e d  t hat, e x c l u s i v e  o f  f u r t h e r  t a x  r e p e a l s ,  b y  
F Y ' 8 2 ,  9 4 %  o f  t h e  s t a t e ' s  r e v e n u e s  w i l l  c o m e  f r o m  p e t r o l e u m  
s o u r c e s  o f  a l l  v a r i e t i e s .  '

A l t e r n a t i v e s

1. B o t h  t h e  l e g i s l a t u r e  a n d  t h e  G o v e r n o r  h a v e ,  i n  p a s t  
y e a r s ,  s o u g h t  to  p l a c e  a l i d  o n  a n n u a l  a p p r o p r i a t i o n s  
as p a r t  o f  t h e  b u d g e t  p r o c e s s .  I n  1 9 7 8  s t a t u t o r y  
a m e n d m e n t s  to A S  3 7 . 0 7 . 0 7 0 ,  t h e  l e g i s l a t u r e  s p e c i f i e d  
f o r  i t s e l f  a n  i d e n t i f i e d  c e i l i n g  a n d  e a r l y  p r o d u c t i o n  
o f  t h e  b u d g e t .  T h e  G o v e r n o r  t o o  h a s  i d e n t i f i e d  t h e  
a d m i n i s t r a t i o n ' s  u p p e r  s p e n d i n g  l i m i t .  H o w e v e r ,  t h e s e  
a p p r o a c h e s  h a v e  n o t  b e e n  s u c c e s s f u l ,  a p p a r e n t l y  b e c a u s e  
o f  c o n s t i t u e n t  p r e s s u r e s  to i n c r e a s e  g o v e r n m e n t a l  
s p e n d i n g .

2. T h e r e  h a s  b e e n  d i s c u s s i o n  o f  e i t h e r  a s t a t u t o r i l y  
i m p o s e d  or c o n s t i t u t i o n a l l y  d e f i n e d  c e i l i n g  o n  e x p e n d i t u r e s  
T h i s  a p p r o a c h  h a s ,  a p p a r e n t l y ,  b e e n  m e t  w i t h  m i x e d  
s u c c e s s  i n  o t h e r  s t a t e s .  A  b i l l ,  u s i n g  T e n n e s s e e ' s  l a w
as a m o d e l ,  w a s  i n t r o d u c e d  i n  t h e  1 9 8 0  s e s s i o n  t o  p l a c e  
a l i m i t  o n  e x p e n d i t u r e s .  S o m e  of  t h e  i s s u e s  i n v o l v e d  
i n  s u c h  a l i m i t a t i o n  are: t h e  f a c t o r  o n  w h i c h  t h e
l i m i t  s h o u l d  b e  b a s e d ,  t h e  e x p e n d i t u r e  l e v e l  t h a t  
s h o u l d  b e  s u s t a i n e d ,  h o w  t o  a v o i d  s h i f t i n g  t a x  b u r d e n s ,  
w h a t  t o  do w i t h  e x c e s s  r e v e n u e s ,  w h a t  e x e m p t i o n s  s h o u l d  
b e  p r o v i d e d ,  h o w  to p r o v i d e  f o r  e m e r g e n c i e s ,  a n d  w h a t  
b u d g e t a r y  i t e m s  s h o u l d  b e  i n c l u d e d  u n d e r  t h e  c e i l i n g  
( debt s e r v i c e ,  c a p i t a l  p r o j e c t s ,  o p e r a t i n g  b u d g e t ,  l o a n  
p r o g r a m s ,  e t c . )  a n d  t r e a t m e n t  o f  t h e  s u r p l u s .  O p p o n e n t s  
.have e x p r e s s e d  c o n c e r n  t h a t  t h i s  a p p r o a c h  is t o o  i n f l e x i b l e  
t o  m e e t  A l a s k a ' s  n e e d s  a n d  t h a t  o u r  b o o m - b u r s t  e c o n o m y  
is n o t  s u i t e d  to  t h e  f a c t o r s  p r o p o s e d  f o r  d e f i n i n g  
a l l o w a b l e  g r o w t h .

3. S i n c e  i n  A l a s k a  a n  e x p e n d i t u r e  l i m i t a t i o n  is n o t  a 
r e v e n u e  l i m i t a t i o n ,  o t h e r  s u g g e s t i o n s  h a v e  b e e n  m a d e  
t h a t  w o u l d  e f f e c t i v e l y  i m p o s e  a n  e x p e n d i t u r e  l i m i t a t i o n  
b y  r e d u c i n g  t h e  a m o u n t  of a v a i l a b l e  r e v e n u e  b y  n o t  
p l a c i n g  t h a t  r e v e n u e  i n  t h e  g e n e r a l  f u n d .  F o r  e x a m p l e ,  
if a h i g h e r  p e r c e n t a g e  of a l l  p e t r o l e u m  r e v e n u e s  w e r e  
a u t o m a t i c a l l y  to b e  p l a c e d  i n  t h e  P e r m a n e n t  Fund, t h e  
a m o u n t  o f  r e v e n u e s  a v a i l a b l e  f o r  e x p e n d i t u r e  w o u l d  b e  
c u r t a i l e d .  P e r m a n e n t  F u n d  i n c o m e  c o u l d  b e  p l a c e d
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e i t h e r  i n  t h e  g e n e r a l  f u n d  o r  p l o w e d  b a c k  i n t o  t h e  

P e r m a n e n t  F u n d  i t s e l f .  T h u s ,  if  1 0 0 %  o f  p e t r o l e u m  
r e v e n u e s  w e r e  p l a c e d  i n  t h e  P e r m a n e n t  Fund, e x p e n d i t u r e s  
w o u l d  b e  l i m i t e d  t o  r e c u r r i n g  r e v e n u e s  a n d  r e c u r r i n g  
i n c o m e  o f  t h e  P e r m a n e n t  Fund.

E x p e n d i t u r e s  c o u l d  a l s o  b e  l i m i t e d  b y  i n c r e a s i n g  t h e  
a m o u n t  o f  f u n d s  f u n n e l e d  i n t o  l o a n  p r o g r a m s ,  a l t h o u g h  
t h e r e  a r e  s i g n i f i c a n t  c o n c e r n s  r e g a r d i n g  t h e  a b i l i t y  of  
A l a s k a ' s  e c o n o m y  to a b s o r b  h u g e l y  i n c r e a s e d  l o a n  f u n d s  
w i t h o u t  u n d e r - t a k i n g  h i g h l y  r i s k y  v e n t u r e s .

A l t e r n a t i v e l y ,  it h a s  b e e n  s u g g e s t e d  t h a t  A l a s k a  u s e  
s o m e  o f  its e x c e s s  p e t r o l e u m  r e v e n u e s  to i n v e s t  i n  
p r o j e c t s  o f  n a t i o n a l  i n t e r e s t  a n d  b e n e f i t ,  p r o j e c t s  
s u p p o r t i v e  of  n a t i o n a l  e c o n o m i c  a n d  s o c i a l  g o a l s  to 
" p r o v e "  t o  n a t i o n a l  c r i t i c s  t h a t  A l a s k a  is c a p a b l e  o f  
w i s e  w e a l t h  m a n a g e m e n t .

4. If  w e  d e s i r e  t o  p e g  e x p e n d i t u r e s  to r e c u r r i n g  r e v e n u e s ,  
o n e  a l t e r n a t i v e  w o u l d  b e  to i n c r e a s e  t h e  n u m b e r  a n d  
a m o u n t  of  r e c u r r i n g  r e v e n u e s .  T h i s  is n o t  a p a r t i c u l a r l y  
v i a b l e  a l t e r n a t i v e  i n  A l a s k a ,  e x c e p t  t o  t h e  e x t e n t  t h a t  
s u c h  r e v e n u e s  a r e  c o r p o r a t e  t a x e s  g e n e r a t e d  b y  r e n e w a b l e  
r e s o u r c e  d e v e l o p m e n t .

S u m m a r y

I n c r e a s e d  g o v e r n m e n t  g r o w t h  i n  A l a s k a  h a s  a l a r m e d  m a n y  
p e o p l e ,  e s p e c i a l l y  b e c a u s e  t h i s  g r o w t h  is b a s e d  o n  n o n ­
r e c u r r i n g  p e t r o l e u m  r e v e n u e s . P r u d e n c e  a n d  c o n c e r n  f o r  
r e s i d e n t s  w h o  w i l l  b e  h e r e  i n  1 0 - 1 5  y e a r s  i n d i c a t e s  t h a t  

, s t e p s  s h o u l d  b e  t a k e n  t o  r e s t r a i n  g o v e r n m e n t a l  e x p e n d i t u r e s  
t o  t h e  l e v e l  t h a t  c a n  b e  s u s t a i n e d  b y  r e c u r r i n g  r e v e n u e s .
T h i s  c o u l d  b e  a c c o m p l i s h e d  b y  s t a t u t o r i l y  or  c o n s t i t u t i o n a l l y  
l i m i t i n g  e x p e n d i t u r e s ,  i n c r e a s i n g  r e c u r r i n g  r e v e n u e s ,  or 
p l a c i n g  n o n - r e c u r r i n g  r e v e n u e s  i n  t h e  P e r m a n e n t  F u n d  a n d  
u s i n g  P e r m a n e n t  F u n d  i n c o m e  as a r e c u r r i n g  r e v e n u e  s o u r c e .

C o n s t i t u t i o n a l  L i m i t a t i o n s

F o r  t h o s e  w h o  f a v o r  s p e n d i n g  l i m i t a t i o n s ,  t h e  f o c u s  h a s  b e e n  
o n  t h e  e s t a b l i s h m e n t  o f  c o n s t i t u t i o n a l l y  d e f i n e d  l i m i t s  to 
t h e  g r o w t h  o f  t h e  b u d g e t .  W h i l e  t h e r e  a r e  c e r t a i n  d r a w b a c k s  
t o  th i s  a p p r o a c h  ( l a c k  o f  f l e x i b i l i t y ,  d i f f i c u l t y  i n  e s t a b l i s h i n g  
a n  a d e q u a t e  f o r m u l a ,  t h e  " l o g  r o l l i n g "  t h a t  w o u l d  o c c u r  to 
g a t h e r  e n o u g h  v o t e s  f o r  a n  o v e r r i d e ,  e t c . ) ,  A l a s k a n s  h a v e  
f a v o r e d  t h i s  a p p r o a c h  as o n e  less l i k e l y  to b e  i g n o r e d  b y  
l e g i s l a t o r s  a n d  m o r e  l i k e l y  to r e s t o r e  " r a t i o n a l i t y "  a n d  
p r i o r i t i z a t i o n  a m o n g  s p e n d i n g  o p t i o n s .
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P r i o r  to d i s c u s s i o n  o f  t h e  b i l l s  c u r r e n t l y  b e f o r e  t h e  l e g i s l a t u r e ,
I w i l l  b r i e f l y  s u m m a r i z e  t h e  k e y  i s s u e s  f a c i n g  d e c i s i o n
m a k e r s  r e g a r d i n g  c o n s t i t u t i o n a l l y  d e f i n e d  s p e n d i n g  l i m i t a t i o n s .

L i m i t a t i o n  C o m p o n e n t s

A. S p e n d i n g  F o r m u l a

A l l  s p e n d i n g  l i m i t a t i o n s  c o n s i s t  o f  a n  e x p e n d i t u r e  b a s e  
a n d  a n  a d j u s t m e n t  f a c t o r .  T h e  b a s e  is t h e  s e l e c t e d  
b u d g e t  y e a r .  S e l e c t i o n  o f  t h e  e x p e n d i t u r e  b a s e  w i l l  b e  
a f u n c t i o n  o f  t h e  y e a r  in  w h i c h  a c o n s t i t u t i o n a l  l i m i t a t i o n  
is a p p r o v e d  b y  t h e  v o t e r s .  D e l a y  in  t h i s  r e g a r d  c a n  
m e a n  s i g n i f i c a n t  d i f f e r e n c e s  in  t e r m s  o f  t h e  b a s e ,  as 
t h e  b u d g e t  h a s  b e e n  g r o w i n g  b y  o v e r  20% p e r  y e a r .

T h e  a d j u s t m e n t  f a c t o r  is t h e  m e a n s  b y  w h i c h  c a l c u l a t i o n s  
o f  y e a r  t o  y e a r  c h a n g e s  a r e  m a d e .  O t h e r  s t a t e s  h a v e  
u s e d  s u c h  f a c t o r s  as g r o w t h  i n  p e r s o n a l  i n c o m e  o r  
p o p u l a t i o n  c h a n g e s  or t h e  c o s t  o f  l i v i n g  i n d e x .

T h e  u s e  o f  g r o w t h  i n  p e r s o n a l  i n c o m e  to d e t e r m i n e  t h e  
g r o w t h  r a t e  o f  s p e n d i n g  is b a s e d  o n  t h e  r a t i o n a l e  t h a t  
p e r s o n a l  i n c o m e  is a. p r o x y  for a b i l i t y  a n d  w i l l i n g n e s s  
to p a y  f o r  g o v e r n m e n t  s e r v i c e s ;  or, a l t e r n a t i v e l y ,  o n  
t h e  b e l i e f  t h a t  g o v e r n m e n t  s p e n d i n g  s h o u l d  n o t  b e c o m e  a 
g r e a t e r  p r o p o r t i o n  o f  t o t a l  e c o n o m i c  a c t i v i t y .

U s e  o f  a n  a d j u s t m e n t  f a c t o r  i n v o l v i n g  p o p u l a t i o n  g r o w t h  
a n d  i n f l a t i o n  ( b o t h  o f  w h i c h  a r e  a l s o  r e f l e c t e d  i u  
c h a n g e s  i n  p e r s o n a l  i n c o m e )  a l l o w s  s p e n d i n g  t o  e x p a n d  
i n  r e s p o n s e  to t h e s e  d i r e c t  c o s t  p r e s s u r e s .  S u c h  a 
r e a l  p e r  c a p i t a  l i m i t  w o u l d  o v e r  t i m e  r e d u c e  t h e  p e r c e n t a g e  
o f  s t a t e  s p e n d i n g  t o  p e r s o n a l  i n c o m e .  T h i s  w o u l d  o c c u r  
t o  t h e  e x t e n t  t h a t  p r i v a t e  e c o n o m i c  g r o w t h  e x c e e d e d  
p o p u l a t i o n  c h a n g e s  a n d  i n f l a t i o n .  It is to b e  e x p e c t e d  
t h a t  t h i s  f o r m u l a  w o u l d  b e  m o r e  r e s t r i c t i v e  t h a n  w o u l d  
.one d e p e n d i n g  u p o n  c h a n g e s  i n  p e r s o n a l  i n c o m e .

A n o t h e r  a l t e r n a t i v e  t h a t  h a s  b e e n  s u g g e s t e d  is to 
s i m p l y  s e l e c t  a p e r c e n t a g e  o f  b u d g e t  g r o w t h  t h a t  a p p e a r s  
r e a s o n a b l e .  T h e  r a t i o n a l e  f o r  t h i s  a p p r o a c h  is t h e  
d i f f i c u l t y  o f  f i n d i n g  a d e q u a t e  d a t a  f o r  m o r e  c o m p l e x  
f o r m u l a e .  F o r  e x a m p l e ,  C o m m o n w e a l t h  N o r t h  a n d  o t h e r s  
h a v e  s u g g e s t e d  b a s i n g  t h e  a d j u s t m e n t  f a c t o r  o n  t h e

gr o w t h  o f  t h e  p r i v a t e  s e c t o r  i n  A l a s k a .  T h e  d i f f i c u l t y  
e r e  w o u l d  b e  i n  d e t e r m i n i n g  t h a t  f i g u r e ,  a n d  i n s u r i n g  

t h a t  t h e  f i g u r e  i t s e l f  w a s  n o t  a f u n c t i o n  o f  s t a t e  
e x p e n d i t u r e .
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C o v e r a g e

A. T h e  f o r m u l a e  g e n e r a l l y  a p p l y  t o  e x p e n d i t u r e  o f  g e n e r a l  
f u n d  r e v e n u e s ,  a f t e r  e x e m p t i n g  f e d e r a l  f u n d s ,  a n d  
o c c a s i o n a l l y  e x e m p t i n g  c e r t a i n  c a p i t a l  e x p e n d i t u r e s  
a n d / o r  l o c a l  g o v e r n m e n t  aid. I n  g e n e r a l ,  t h e  m o r e  
i n c l u s i v e  t h e  b a s e  t h e  m o r e  e f f e c t i v e  t h e  l i m i t  a n d  t h e  
f e w e r  d i s t o r t i o n s  e x p e c t e d  i n  e x p e n d i t u r e  p a t t e r n s .
T h e  " a d j u s t m e n t s” w h i c h  a r e  m a d e  to  s u c h  l i m i t s  t e n d  to 
b e  a r e d e f i n i t i o n  of  a c t i v i t i e s  to f i t  i n t o  t h e  a l l o w a b l e  
e x p e n d i t u r e  c a t e g o r i e s . S i n c e  i n  A l a s k a  t h e  l i m i t  
i m p e t u s  c o m e s  f r o m  a n e e d  to r e d u c e  r a t h e r  t h a n  r e d i r e c t  
s p e n d i n g ,  a b r o a d  l i m i t  w o u l d  a p p e a r  m o s t  a p p l i c a b l e .
T h e  f e d e r a l  f u n d s  e x e m p t i o n  s e e m s  to b e  t h e  l e a s t  
d a m a g i n g ,  a l t h o u g h  t h i s  m i g h t  l e a d  to a n  i n c r e a s e d  
e m p h a s i s  o n  f e d e r a l ,  as o p p o s e d  t o  s t a t e ,  p r i o r i t i e s .

G r e a t e s t  c o n c e r n  f o c u s e s  o n  t h e  p o s s i b l e  e x e m p t i o n  o f  
c a p i t a l  s p e n d i n g .  If  c a p i t a l  p r o j e c t s  a r e  n o t  c o v e r e d  
b y  t h e  l i m i t a t i o n ,  t h e  i m p a c t  o n  t h e  o p e r a t i n g  b u d g e t ,  
n e w  o p e r a t i o n ,  m a i n t e n a n c e  a n d  p r o g r a m s  c o s t s  m a y  
r e s u l t  i n  e i t h e r  u n m e t  o b l i g a t i o n s  or a d e c l i n e  i n  
f u n d i n g  o f  t h o s e  p r o g r a m s  n o t  a s s o c i a t e d  w i t h  c a p i t a l  
f a c i l i t i e s .

A n o t h e r  c o n c e r n  i n  c o v e r a g e  is h o w  to i n s u r e  t h a t  s t a t e  
e x p e n d i t u r e  b u r d e n s  a r e  n o t  b e i n g  d e f e r r e d  to  l o c a l  
g o v e r n m e n t s .  I f  s e r v i c e s  n o w  f u n d e d  b y  the s t a t e  a r e  
d e l e g a t e d  to l o c a l  g o v e r n m e n t s ,  w h o  p a y s  f o r  t h e s e  
s e r v i c e s  a n d  a r e  t h o s e  c o s t s  t o  b e  i n c l u d e d  i n  t h e  
e x p e n d i t u r e  l i m i t a t i o n ?  S i m i l a r l y ,  t h e  s t a t e  h a s  b e e n  
i n c r e a s i n g l y  f u n d i n g  s e r v i c e s  t h r o u g h  g r a n t s  to n o n­
p r o f i t  g r o u p s .  A g a i n ,  s h o u l d  s u c h  g r a n t s  b e  i n c l u d e d  
i n  a n  e x p e n d i t u r e  l i m i t a t i o n ?  A s s u m i n g  a d e s i r e  to 
r e s t r i c t  e x p e n d i t u r e s ,  c h a n g e s  in  s e r v i c e  p a t t e r n s  
s h o u l d  n o t  b e  u s e d  as a n  e s c a p e  v a l v e  t h r o u g h  w h i c h  
e x p e n d i t u r e s  i n  e x c e s s  o f  t h e  l i m i t a t i o n  m a y  f l ow.
•Some s t a t e s  h a v e  s p e c i f i c a l l y  s t a t e d  i n  t h e i r  c o n s t i t u t i o n a l  
a m e n d m e n t s  l a n g u a g e  t h a t  r e q u i r e s  t h e  s t a t e  to  f u n d  
u n d e r  t h e  s p e n d i n g  l i m i t a t i o n  s e r v i c e s  w h i c h  a r e  b e i n g  
d e l e g a t e d  to  o t h e r  l e v e l s  o f  g o v e r n m e n t .

B. E s c a p e  C l a u s e s

T h e r e  a r e  a v a r i e t y  o f  e m e r g e n c y  o v e r r i d e  p r o v i s i o n s  
c o n t a i n e d  i n  o t h e r  s t a t e s '  s p e n d i n g  l i m i t s .  O v e r  h a l f  
t h e  l i m i t s  a r e  s t a t u t o r y  a n d  t h u s  m a y  b e  a m e n d e d  t h r o u g h  
t h e  u s u a l  l e g i s l a t i v e  p r o c e s s .  T h e  c o n s t i t u t i o n a l l y  
e s t a b l i s h e d  l i m i t s  r e q u i r e  a p p r o v a l  o f  s p e c i f i c  e x c e s s  
a m o u n t s  b y  a simple,, o r  a  s t r o n g  m a j o r i t y  (3/5 o r  2/3); 
or, b y  v o t e r  a p p r o v a l .
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S o m e  p r o v i s i o n  m u s t  b e  m a d e  f o r  u n f o r e s e e n  c i r c u m s t a n c e s .  
O n e  a p p r o a c h  is to i n c l u d e  t w o  o v e r r i d e s : o n e  p r o c e d u r e
f o r  n a t u r a l  d i s a s t e r  o r  o t h e r  s i m i l a r  e m e r g e n c i e s  a n d  
a n o t h e r  ( p e r h a p s  m o r e  r i g o r o u s )  p r o c e d u r e  f o r  s i m p l y  
e x c e e d i n g  t h e  f o r m u l a  a m o u n t .

C. T r e a t m e n t  o f  S u r p l u s

A n y  e f f o r t  t o  l i m i t  s t a t e  s p e n d i n g  m u s t  i n c l u d e  p r o v i s i o n s  
f o r  t h e  g e n e r a l  f u n d  s u r p l u s .

T h i s  is p r o b a b l y  t h e  m o s t  c r u c i a l  c o m p o n e n t  o f  a n  
A l a s k a  s p e n d i n g  l i m i t  a n d  a l s o  t h a t  a r e a  w h e r e  o t h e r  
s t a t e s '  e x p e r i e n c e  o f f e r s  t h e ' l e a s t  g u i d a n c e .  T h o s e  
s t a t e s  w h i c h  a d d r e s s  t h i s  q u e s t i o n  p r o v i d e  f o r  t a x  
r e b a t e s  o r  r e d u c t i o n s  w i t h  s o m e  a l l o w i n g  f o r  a b u d g e t  
s t a b i l i z a t i o n  o r  r a i n y  d a y  f u n d :  S i n c e  t h e  A l a s k a
l i m i t  i n t e n t  is to e n h a n c e  t h e  l o n g - t e r m  f i s c a l  s e c u r i t y  
a n d  s t a b i l i t y  o f  t h e  s t a t e ,  it w o u l d  b e  i n a p p r o p r i a t e  
t o  r e t u r n  t h e  t o t a l  u n s p e n t  w i n d f a l l  o i l  r e v e n u e  to 
i n d i v i d u a l s .  H e r e  a r e  s o m e  o t h e r  p o s s i b i l i t i e s :

1. I n c r e a s e d  c o n t r i b u t i o n  t o  t h e  P e r m a n e n t  F u n d .  T h e  
P e r m a n e n t  F u n d  w a s  c o n c e i v e d  a n d  e s t a b l i s h e d  as a 
m e c h a n i s m  f o r  p r e s e r v i n g  o u r  o i l  w e a l t h  i n  i n c o m e  
p r o d u c i n g  i n v e s t m e n t s  w h i c h  c o u l d  f u n d  t h e  o n ­
g o i n g  p r o v i s i o n  of t r a d i t i o n a l  g o v e r n m e n t  s e r v i c e s .  
D e p e n d i n g  o n  t h e  s i z e  o f  t h e  p r i n c i p a l  a n d  t h e  
r e t u r n  o n  i n v e s t m e n t s ,  t h e  i n c o m e  f r o m  t h e  p e r m a n e n t  
f u n d  c o u l d  p r o v i d e  a n  i m p o r t a n t  s o u r c e  o f  r e c u r r i n g  
r e v e n u e s  i n  t h e  f u t u r e  as o u r  n o n - r e c u r r i n g  m i n e r a l  
r e v e n u e s  d e c l i n e .  O n e  a p p r o a c h  w o u l d  b e  to  p r o v i d e  
f o r  a n  a d d i t i o n a l  c o n t r i b u t i o n  to t h e  P e r m a n e n t  
F u n d  o f  s o m e  f i x e d  p e r c e n t a g e  o f  t h e  g e n e r a l  f u n d  
s u r p l u s ,  s a y  75%. T h e  r e m a i n d e r  c o u l d  b e  a l l o c a t e d  
t o  a b u d g e t  s t a b i l i z a t i o n  f u n d ,  e m e r g e n c y  f u n d ,  or 
o t h e r  use.

2. E n d o w m e n t s  a n d  a s e m i - p e r m a n e n t  f u n d .  T h i s  w o u l d  
i n v o l v e  d e s i g n  o f  a s e m i - p e r m a n e n t  f u n d  s t y l e d  
a f t e r  t h e  e x i s t i n g  P e r m a n e n t  F und, b u t  f r o m  w h i c h  
e x p e n d i t u r e s  c o u l d  b e  m a d e  o n c e  o i l  r e v e n u e s  a n d  
P e r m a n e n t  F u n d  i n t e r e s t  e a r n i n g s  a r e  i n s u f f i c i e n t  
t o  s u p p o r t  e v e n  t h e  " l i m i t e d "  s t a t e  e x p e n d i t u r e  
l e v e l s .  T h i s  w o u l d ,  i n  e s s e n c e ,  b e  a l o n g - t e r m  
b u d g e t  s t a b i l i z a t i o n  f u n d ,  w h i c h  w o u l d  b e  i n v e s t e d  
i n  I n c o m e  e a r n i n g  a s s e t s .
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E n d o w m e n t s  a l s o  o f f e r  t h e  p o s s i b i l i t y  o f  p r o v i d i n g  
a f u n d i n g  s o u r c e  f o r  f u t u r e  g o v e r n m e n t  s e r v i c e s . 
H o w e v e r ,  u n l i k e  t h e  m o r e  g e n e r a l  s e m i - p e r m a n e n t  
f u n d  c o n c e p t ,  e n d o w m e n t s ,  b y  a s s u r i n g  f u n d i n g  for 
s u c h  s p e c i f i c  s e r v i c e s  as e d u c a t i o n ,  r a i s e  t h e  
p o s s i b i l i t y  of  f u t u r e  b u d g e t  d i s t o r t i o n s  a n d  
l i m i t a t i o n s  o n  t h e  a p p r o p r i a t i o n  a u t h o r i t y  o f  C h e  
l e g i s l a t u r e .

L o a n s .  D i r e c t  l o a n s  or  i n v e s t m e n t s  a r e  a n o t h e r  
p o s s i b i l i t y .  It is a s s u m e d  t h a t  a p p r o p r i a t i o n  o f  
f u n d s  to i n c r e a s e  t h e  c a p i t a l i z a t i o n  o f  l o a n  f u n d s  
( e x i s t i n g  o r  ne w )  a n d  a p p r o p r i a t i o n  o f  l o a n  
s u b s i d i e s  w o u l d  b o t h  b e  c o v e r e d  b y  t h e  e x p e n d i t u r e  
l i m i t .  If t h i s  w e r e  n o t  t h e  c a se, t h e  s t a t e  w o u l d  
b e  i n  a s i t u a t i o n  s i m i l a r  to t h e  r e c e n t l y  r e s o l v e d  
p r o b l e m  of t h e  g e n e r a l  f u n d  b a l a n c e  a u t o m r  '.ically 
f u n n e l i n g  i n t o  l o a n  p r o g r a m s .  M o s t  o f  tb' e x i s t i n g  
l o a n  p r o g r a m s  a r e  r e v o l v i n g  f u n d s ,  w h e r e  r e p a y m e n t s  
r e t u r n  to t h e  f u n d  to  b e  r e l o a n e d  f o r  a s i m i l a r  
p u r p o s e ,  t h o u g h ,  d u e  t o  i n f l a t i o n  a n d  l o w  i n t e r e s t  
r a t e s ,  t h e  f u n d  e x p e r i e n c e s  a  " d e c l i n i n g  b a l a n c e "  
o v e r  t i m e .  D i r e c t  l o a n s  f r o m  t h e  g e n e r a l  f u n d ,  
f o r  i n d u s t r i a l  d e v e l o p m e n t  or o t h e r  p u r p o s e s ,  
c o u l d  b e  d e s i g n e d  t o  r e p a y  t h e  g e n e r a l  f u n d  o n  
s c h e d u l e s  w h i c h  w o u l d  h e l p  o f f s e t  d e c l i n i n g  o i l  
r e v e n u e s .  A n o t h e r  p o s s i b i l i t y  w o u l d  b e  to m a k e  
g e n e r a l  f u n d  l o a n s  t o  e x i s t i n g  l o a n  p r o g r a m s .
T h i s  m o n e y  c o u l d  t h e n  b e  l e v e r a g e d ,  l o a n e d ,  a n d  
r e p a i d  to t h e  g e n e r a l  f u n d  (i.e. w o u l d  n o t  b e  p a r t  
o f  t h e  r e v o l v i n g  a c c o u n t s ) .

" A l t r u i s t i c "  e x p e n d i t u r e s .  T h e  q u e s t i o n  h a s  b e e n  
r a i s e d  w h e t h e r  s o m e  p o r t i o n  o f  c u r r e n t l y  s u r p l u s  
r e v e n u e s  s h o u l d  n o t  b e  u s e d  in- a w a y  t o  f u r n i s h  
l o n g - t e r m ,  n a t i o n a l  b e n e f i t s .  B o t h  " i n v e s t m e n t s "  
i n  p u b l i c  a n d  p r i v a t e  i n c o m e  p r o d u c i n g  a c t i v i t i e s  
i n  t h e  l o w e r  48  s t a t e s  a n d  c o n t r i b u t i o n s  t o  m e d i c a l ,  
e d u c a t i o n a l  a n d  s o c i a l  p r o g r a m s  h a v e  b e e n  s u g g e s t e d .  
T h e  i m p o r t a n t  e l e m e n t s  o f  s u c h  a n  e x p e n d i t u r e  
w o u l d  b e  p o t e n t i a l  b e n e f i t s  to t h e  n a t i o n  as 
o p p o s e d  to b e n e f i t s  t o  A l a s k a .  I n  c o n s i d e r i n g  
s u c h  a n  a p p r o a c h  it m u s t  b e  r e m e m b e r e d  t h a t  this 
is b a s i c a l l y  a s p e n d i n g  o p t i o n  w h i c h  w o u l d  c o n t r i b u t e  
t o  l o n g - t e r m  f i s c a l  s e c u r i t y  o n l y  i n  so  f a r  as to 
o f f e r  a n  o f f s e t t i n g  a d v a n t a g e  to t h e  f e d e r a l  
g o v e r n m e n t .
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O t h e r  I s s u e s

B.

a d d i t i o n  to t h e  q u e s t i o n s  d i s c u s s e d  a b o v e ,  t h e r e  a r e  
e r a l  o t h e r  i s s u e s  t h a t  n e e d  to b e  a d d r e s s e d  in  t h e  d e s i g n  
a s p e n d i n g  l i m i t .  T h e s e  a r e  o u t l i n e d  b r i e f l y  b e l o w .

I m p a c t  o n  S t a t e  C r e d i t  R a t i n g

I f  b o n d  b u y e r s  b e c o m e  c o n c e r n e d  a b o u t  a s p e n d i n g  l i m i t  
a f f e c t i n g  t h e  a b i l i t y  o f  t h e  s t a t e  to  p a y  its d e b t s ,  
t h i s  c o u l d  n e g a t i v e l y  i n f l u e n c e  t h e  S t a t e ' s  c r e d i t  
r a t i n g ,  t h u s  i n c r e a s i n g  t h e  c o s t  o f  b o r r o w i n g .  B o n d  
r e p a y m e n t  c a n  b e  g u a r a n t e e d  e i t h e r  b y  g r a n t i n g  s u c h  
p a y m e n t s  f i r s t  c l a i m  o n  S t a t e  s p e n d i n g  ( p r i o r i t y  s t a t u s )  
o r  b y  e x e m p t i n g  s u c h  p a y m e n t s  f r o m  t h e  li m i t .  T h e  
f o r m e r  m e t h o d  a p p e a r s  p r e f e r a b l e ,  i n  t h a t  a l i m i t  
e x c l u s i o n  w o u l d  e n c o u r a g e  b o n d i n g  a n d  d i s c o u r a g e  t h e  
c a r e f u l  e v a l u a t i o n  o f  t h e  i m p a c t  o f  d e b t  s e r v i c e  o n  t h e  
S t a t e ' s  f u t u r e  f i s c a l  h e a l t h .

U n f u n d e d  O b l i g a t i o n s

L e g i s l a t i o n  is s o m e t i m e s  p a s s e d  w h i c h  c r e a t e s  p r o g r a m s  
w i t h o u t  p r o v i s i o n s  f o r  f u n d i n g  t h e s e  a c t i v i t i e s .  A  
s p e n d i n g  l i m i t  m i g h t  c r e a t e  a n  i n c e n t i v e  to d e s i g n  
p r o g r a m s  w i t h o u t  c o n c u r r e n t  f u n d i n g ,  t h u s  d i s g u i s i n g ,  
a t  l e a s t  t e m p o r a r i l y ,  t h e  f i s c a l  i m p a c t  o f  g o v e r n m e n t  
a c t i o n s .  A n  e x a m p l e  o f  s u c h  a c t i o n  m i g h t  b e  t h e  i n c r e m e n t a l  
f u n d i n g  o f  a l a r g e  p r o j e c t ,  o r  t h e  r a i s i n g  o f  u n e m p l o y m e n t  
b e n e f i t s .  A n o t h e r  a s p e c t  o f  t h i s  p r o b l e m  is p r o g r a m s  
w h i c h  r e p r e s e n t  o b l i g a t i o n s  t o  m a k e  f u t u r e  p a y m e n t s . 
D i f f i c u l t i e s  a r i s e  i f  t h e s e  o b l i g a t i o n s  (e.g., p e n s i o n s  
o r  o t h e r  b e n e f i t s )  a r e  n o t  a d e q u a t e l y  f u n d e d  b e t w e e n  
t h e  c o m m i t m e n t  t i m e  a n d  t h e  t i m e  p a y m e n t  is due. T h i s  
p r o b l e m  c a n  b e  a v o i d e d  b y  t h e  r e q u i r e m e n t  t h a t  a c t u a r i l y  
s o u n d  c u r r e n t  a p p r o p r i a t i o n s  b e  m a d e  f o r  p e n s i o n s  a n d  
o t h e r  f u t u r e  o b l i g a t i o n s .

T r e a t m e n t  o f  D e d i c a t e d  F u n d s  a n d  U s e r  C h a r g e s

A l a s k a  h a s  c e r t a i n  d e d i c a t e d  f u n d s ,  a n d  t h e  c o n c l u s i o n  
o r  e x c l u s i o n  o f  e x p e n d i t u r e s  f r o m  t h e s e  f u n d s  i n  a 
l i m i t  c a l c u l a t i o n  m u s t  b e  d e c i d e d .  F o r  e x a m p l e ,  it m a y  
b e  d e s i r a b l e  t o  c o u n t  e x p e n d i t u r e s  f r o m  t h e  F i s h  a n d  
G a m e  F u n d  a n d  R e n e w a b l e  R e s o u r c e s  F u n d s  u n d e r  t h e  
l i m i t .  I f  t h e s e  e x p e n d i t u r e s  do n o t  " c o u n t , "  t h e r e  
w o u l d  b e  a g r e a t  i n c e n t i v e  t o  r e f i n a n c e  p r o g r a m s  f r o m  
t h e s e  s o u r c e s  r a t h e r  t h a n  f r o m  t h e  g e n e r a l  f u n d .
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A n o t h e r  c o n s i d e r a t i o n  o f  t h i s  n a t u r e  is the t r e a t m e n t  
o f  u s e r  c h a r g e s .  S o m e  h a v e  a r g u e d  t h a t  s p e n d i n g  f i n a n c e d  
f r o m  s u c h  s o u r c e s  s h o u l d  b e  e x c l u d e d  f r o m  t h e  g e n e r a l  
limit, w h e r e  t h e  p u r c h a s e  o f  s u c h  g o o d s  or s e r v i c e s  b y  
t h e  u s e r  is d i s c r e t i o n a r y .  It w o u l d  b e  i m p o r t a n t  to 
d e f i n e  c a r e f u l l y  p r o g r a m  r e c e i p t s ,  s i n c e  t h e r e  w o u l d  b e  
p r e s s u r e  to i n f l a t e  a n d  e x t e n d  u s e r  c h a r g e s  as a  m e a n s  
o f  c i r c u m v e n t i n g  a l i m i t .  A l s o ,  s i n c e  d e d i c a t i o n  o f  
f u n d s  is c o n s t i t u t i o n a l l y  l i m i t e d ,  s u c h  a n  e x c l u s i o n  
m i g h t  p o s e  l e g a l  d i f f i c u l t i e s .

D. M a n d a t e d  or S h i f t e d  C o s t s

L i m i t i n g  t h e  e x p e n d i t u r e s  o f  o n e  l e v e l  o f  g o v e r n m e n t  
r e s u l t s  i n  a n  i n c e n t i v e  t o  t r a n s f e r  e x p e n d i t u r e s  to 
a n o t h e r  ( u n l i m i t e d )  g o v e r n m e n t ,  or to m a n d a t e  n e w  
f u n c t i o n s  w i t h o u t  p r o v i d i n g  n e w  f u n d i n g .  S o m e  l i m i t s ,  
t h e r e f o r e ,  p r o v i d e  t h a t  t h e  c u r r e n t  p r o p o r t i o n  o f  s t a t e  
e x p e n d i t u r e s  g o i n g  t o  m u n i c i p a l i t i e s  is n o t  to  b e  
r e d u c e d  u n l e s s  t h e r e  is a s h i f t  o f  p r o g r a m  r e s p o n s i b i l i t y ;  
and, if s u c h  a s h i f t  is m a d e ,  p r o v i d e  t h a t  t h e  e x p e n d i t u r e  
b a s e  b e  a p p r o p r i a t e l y  a d j u s t e d .

E. E f f e c t  o n  t h e  E c o n o m y

A l a s k a ' s  e c o n o m i c  h i s t o r y  is c h a r a c t e r i z e d  b y  " b o o m  a n d  
b u s t . "  D e p e n d i n g  u p o n  t h e  s p e c i f i c  f o r m u l a  s e l e c t e d  i n  
a s p e n d i n g  l i m i t a t i o n ,  t h e r e  is c o n c e r n  t h a t  i n s u f f i c i e n t  
f u n d s  w i l l  b e  a v a i l a b l e  w h e n  b o o m s  o c c u r  w i t h  t h e i r  
i n c r e a s e  i n  p o p u l a t i o n ,  i n f l a t i o n ,  a n d  h i g h e r  d e m a n d  
f o r  g o v e r n m e n t  s e r v i c e s .  S i m i l a r l y ,  w h e n  t h e  " b u s t "  
o c c u r s ,  w i l l  t h e  f o r m u l a  b e  b a s e d  o n  l a g g i n g  d a t a ?
T h i s  c o n c e r n  c a n  a l s o  b e  s t a t e d  i n  t e r m s  o f  w h e t h e r  t h e  
s p e n d i n g  l i m i t a t i o n  f o r m u l a  w i l l  f u n c t i o n  to h e a t  u p  
a n d  c o o l  d o w n  t h e  e c o n o m y  a t  t h e  r i g h t  o r  t h e  w r o n g  
t i m e s .

P r o p o s e d  L e g i s l a t i o n

B i l l s  h a v e  b e e n  i n t r o d u c e d  o n  b o t h  t h e  H o u s e  a n d  S e n a t e  
s i d e s  p r o p o s i n g  a n  a m e n d m e n t  t o  t h e  S t a t e  C o n s t i t u t i o n  
r e l a t i n g  to l i m i t i n g  i n c r e a s e s  i n  e x p e n d i t u r e s . C o p i e s  o f  
t h e s e  r e s o l u t i o n s  a r e  a t t a c h e d .

S J R  4 a n d  C S S J R  4 (Jud)

F o r m u l a ;  g r o w t h  i n  a p p r o p r i a t i o n s  is l i m i t e d  to  t h e  a m o u n t  
o f  i n c r e a s e  i n  t h e  f e d e r a l  c o n s u m e r  p r i c e  i n d e x  f o r  A l a s k a  
f o r  t h e  p r e c e d i n g  c a l e n d a r  y e a r  p l u s  "a p e r c e n t a g e  e q u a l  to 
t h e  a v e r a g e  y e a r l y  g r o w t h  i n  the s t a t e ' s  p o p u l a t i o n  as s h o w n  
b y  t h e  l a s t  t w o  f e d e r a l  c e n s u s e s  or r e n u m e r a t i o n s . "



S e n a t o r  A .  S t u r g u l e w s k i

M a y  2 8 ,  1 9 8 1

P a g e  1 1

B a se: t h e  p r e c e d i n g  f i s c a l  y e a r  a p p r o p r i a t i o n s  m i n u s  e x e m p t e d

e x p e n d i t u r e s .  E x e m p t i o n s :  e x e m p t e d  a p p r o p r i a t i o n s  i n c l u d e  
a p p r o p r i a t i o n s  i n t o  t h e  P e r m a n e n t  F u n d ,  P e r m a n e n t  F u n d  
d i v i d e n d s ,  l o a n  c a p i t a l i z a t i o n ,  c a p i t a l  i m p r o v e m e n t s  a p p r o v e d  
b y  the v o t e r s ,  a c c o u n t s  f o r  t h e  r e p a y m e n t  o f  g e n e r a l  o b l i g a t i o n  
b o n d s ,  r e s e r v e s  for d i s a s t e r s ,  i n c r e a s e s  i n  u s e r  f e e s ,  c o s t s  
r e s u l t i n g  f r o m  c o u r t  o r d e r s  o r  f r o m  " t h e  t r a n s f e r  o f  a u t h o r i t y  
o r  r e s p o n s i b i l i t y  to t h e  S t a t e  f r o m  t h e  f e d e r a l  g o v e r n m e n t "  
a n d  m o n e y  d e r i v e d  f r o m  o n e - q u a r t e r ' • o f  t h e  i n c o m e  f r o m  t h o s e  
c o n t r i b u t i o n s  m a d e  to  t h e  P e r m a n e n t  F u n d  w h i c h  e x c e e d  the 
m i n i m u m  r e q u i r e d  b y  t h i s  c o n s t i t u t i o n ;  o r  m o n e y  a p p r o p r i a t e d  
b y  a v o t e  o f  t w o - t h i r d s  o f  t h e  m e m b e r s h i p  o f  e a c h  h o u s e  a n d  
a p p r o v e d  b y  the g o v e r n o r  to  m e e t  d i s a s t e r s  o f  n a t u r a l  or 
h u m a n  o r i g i n  w h i c h  a r e  d e c l a r e d  b y  t h e  g o v e r n o r . "

H J R  4

F o r m u l a :  g r o w t h  i n  a p p r o p r i a t i o n s  a d j u s t e d  to t h e  " r a t e  o f
g r o w t h  o f  the e c o n o m y  of  t h e  S t a t e  as d e t e r m i n e d  b y  l a w . "

Base: t h e  a p p r o p r i a t i o n s  o f  t h e  p r e v i o u s  y e a r ,  m i n u s  e x e m p t i o n s
o r  a p p r o p r i a t i o n s  f o r  e m e r g e n c i e s .

E x e m p t i o n s :  a p p r o p r i a t i o n s  as a r e s u l t  o f  a  d e c l a r a t i o n  o f
a s t a t e  o f  e m e r g e n c y .

C o v e r a g e :  a l l  a p p r o p r i a t i o n s  e x c e p t  a p p r o p r i a t i o n s  to t h e  
P e r m a n e n t  F u n d  a n d  l o a n s  m a d e  b y  t h e  S t a t e .

O t h e r :  t h e  t i t l e  d e c l a r e s  t h i s  a m e n d m e n t  t o  a l s o  r e q u i r e
" p a y m e n t  b y  the s t a t e  of m a n d a t e d  i n c r e a s e d  e x p e n d i t u r e s  o f  
a p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e . "

H J R  5

T h e  s a m e  as S J R  4.

HJR 57
Rep . M a lo n e ' s  p r o p o s e d  amendment h a s  a
F orm u la :  c u m u la t i v e  i n c r e a s e  i n  f e d e r a l  c o n sum er  p r i c e  i n d e x  f o r  A l a s k a ,  p l u s  o r  
m in u s  p o p u l a t i o n  g r ow th  o r  l o s s .
C o v e r a g e :  a l l  a p p r o p r i a t i o n s  e x c e p t  t o  t h e  P e rm an en t  Fund and  t o  p a y  p r i n c i p a l  
and  i n t e r e s t  on  GBOs. I n c l u d e s  f e d e r a l  f u n d s .
O v e r r id e :  t o  e x c e e d  t h e  c e i l i n g  r e q u i r e s  a t w o - t h i r d s  v o t e  o f  b o t h  h o u s e s ;  
a p p r o p r i a t i o n  b i l l s  l i m i t e d  t o  s i n g l e  i t e m s .
B a s e :  FY 81, m inu s  v o t e s  i n  e x c e s s  o f  t h e  l i m i t a t i o n .
O th e r :  U n a p p r o p r ia t e d  b a l a n c e  i n v e s t e d  a t  m a r k e t  r a t e s .

P l e a s e  l e t  me know i f  you  w ou ld  l i k e  a  more t h r o u g h  d i s c u s s i o n  o f  t h e  i m p l i c ­
a t i o n s  and  e x p e c t a t b l e  e f f e c t s  o f  e a c h  o f  t h e s e  b i l l s .
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FORMULA: C u m u la t i v e  i n c r e a s e  i n  f e d e r a l  CPI f o r  A l a s k a  a d j u s t e d  ( p lu s  o r  m inus)  
f o r  a v e r a g e  y e a r l y  g r ow th  o r  l o s s  o f  p o p u l a t i o n .  E x c l u d e s  e x c e p t e d  a p p r o p r i a t i o n s .  
EXCEPTIONS: Money r e c e i v e d  i n  t r u s t ,  d e p o s i t s  t o  p e rm a n e n t  fu n d ,  p e rm an en t  fu n d  
d i v i d e n d s ,  l o a n  fu n d  c a p i t a l i z a t i o n ,  c a p i t a l  c o n s t r u c t i o n  i f  a p p r o v e d  b y  t h e  
v o t e r s ,  a p p r o p r i a t i o n s  f o r  e s c r o w  o r  o t h e r  GBO d e b t  s e r v i c e ,  d i s a s t e r  r e s e r v e  
fund., money c o i n c i d i n g  w i t h  i n c r e a s e d  u s e r  f e e s ,  money f o r  c o u r t  o r d e r e d  p a ym en t s  
o r  t r a n s f e r  o f  r e s p o n s i b i l i t y  t o  s t a t e  from  f e d e r a l  g o v e r n m en t ,  o n e - q u a r t e r  o f  
p e rm an en t  fu n d  in c om e  o v e r  t h e  c o n s t i t u t i o n a l  25%, money a p p r o v e d  b y  2/3 o f  
e a c h  h o u s e  and t h e  g o v e r n o r  t o  m e e t  d i s a s t e r s  d e c l a r e d  b y  t h e  g o v e r n o r .

B ASE: 2.5 b i l l i o n  i n  F Y  82



FOLLOWING IS A  SUMMARY OF A  PA P E R  BY:

Mr. John  Shannon, A s s i s t a n t  D i r e c t o r  o f  t h e  A d v i s o r y  C om m is s io n  on 
I n t e r g o v e r n m e n t a l  R e l a t i o n s  (ACIR), a man k n o w le d g e a b l e  a b o u t  t h e  e x p e r i e n c e s  
o f  o t h e r  s t a t e s  w h ic h  h a v e  s o u g h t  t o  l i m i t  s t a t e  e x p e n d i t u r e s .  Mr. Shannon  
a d d r e s s e s  t h e  q u e s t i o n  o f  "How much s t a t e  s p e n d i n g  i s  enough? and how s h o u ld  
l i m i t s  b e  e s t a b l i s h e d ? "  Mr. Shannon s a y s  t h a t  t h e  b i g  p r o b lem  f a c e d  by  
s t a t e s  w i s h i n g  t o  l i m i t  e x p e n d i t u r e s  i s  t h e  p o l i t i c a l  o n e :  How much s h o u ld
l e g i s l a t i v e  a u t h o r i t y  b e  r e s t r i c t e d ?  The i s s u e  r e v o l v e s  a r o und  w h e t h e r  
a  s im p l e  m a j o r i t y ,  now r e q u i r e d  f o r  s p e n d in g  d e c i s i o n s ,  s h o u l d  b e  r e p l a c e d  
by an e x t r a o r d i n a r y  m a j o r i t y  ( tw o - th i r d s  o r  t h r e e - q u a r t e r s ) .  How t o  e x c e e d  
t h e  d e f i n e d  s p e n d i n g  l e v e l  h a s  b e e n  a s  im p o r t a n t  a s  t h e  s p e n d i n g  l e v e l  
i t s e l f .  The c o n s e r v a t i v e  v i e w  f a v o r s  a s  a  c o n s t i t u t i o n a l  amendment t h a t  
c a n  b e  e x c e e d e d  o n l y  by  an  e x t r a o r d i n a r y  m a j o r i t y .  The l i b e r a l  v i e w  o p p o s e s  
c o n s t i t u t i o n a l  l i d s ,  e x p r e s s i n g  a f e a r  t h a t  when s p e n d i n g  i s  s lo w e d  t h e  
p o o r  and m i n o r i t i e s  w i l l  s u f f e r  m o s t .  ACIR t a k e s  a m o d e r a t e  v i e w  f a v o r i n g  
r e s t r i c t i o n s  and g r e a t e r  f i s c a l  d i s c i p l i n e ,  a c h i e v e d  th r o u g h  s t a t u t o r y  
r a t h e r  th a n  c o n s t i t u t i o n a l  c h a n g e  and k e e p i n g  t h e  s im p l e  m a j o r i t y  v o t e .

Mr Shannon s t a t e s  t h a t ,  a f t e r  t h e  p o l i t i c a l  i s s u e ,  t h e  n e x t  m o s t  im p o r t a n t  
i s s u e  i s  t h e  e c o n om ic  o n e :  S h o u ld  s p e n d i n g  b e  a l l o w e d  t o  go a t  a f a s t e r ,
s l o w e r  o r  t h e  same p a c e  a s  t h e  s t a t e  economy? D i f f e r e n t  s t a t e s  h a v e  f a v o r e d  
e a c h  o f  t h e s e  a p p r o a c h e s .  Mr. Shannon t h i n k s  t h a t  i f  A l a s k a  m oves  t o  a 
c o n s t i t u t i o n a l  l i d ,  t h e  c i t i z e n s  m ig h t  f a v o r  p e r m i t t i n g  a s m a l l  amount o f  
p e r  c a p i t a  r e a l  g r ow th  i n  r ~ e n d in g  b e c a u s e  o f  t h e  f a s t  g r ow th  r a t e  o f  t h e  
S t a t e  and i t s  r e l a t i v e  s t a t e  o f  e a r l y  d e v e l o p m e n t .

Mr^ Shannon i d e n t i f i e s  two s e c o n d a r y  i s s u e s .  M ost l o c a l  g o v e r n m en t s  h a v e  
f e a r e d  t h a t  s p e n d i n g  l i m i t s  w i l l  a d v e r s e l y  a f f e c t  th em . To a l l a y  t h a t  f e a r ,  
m os t  s t a t e s  h a v e  s p e c i f i e d  t h a t  t h e  s t a t e  must r e im b u r s e  l o c a l  g o v e r n m en t s  
f o r  any  a d d i t i o n a l  c o s t  m a n d a te s ,  t h e r e b y  p r e v e n t i n g  s t a t e s  from  s h i f t i n g  
r e s p o n s i b i l i t i e s  t o  l o c a l  g o v e r n m en t s  w i t h o u t  p r o v i d i n g  a d e q u a t e  f u n d s  a t  
t h e  same t im e .  One s t a t e  h a s  s p e c i f i e d  t h a t  l o c a l  g o v e rnm en t  r e c e i p t s  c o u l d  
n o t  b e  r e d u c e d .  The o t h e r  i s s u e  i s  wha t t o  e x c l u d e  f r om  a s p e n d in g  l i d .
U s u a l l y  s t a t e s  e x c l u d e  d e b t  s e r v i c e ,  f e d e r a l  r e c e i p t s  and c a p i t a l  e x p e n d i t u r e s .

I n  summary, Mr. Shannon s a y s  t h a t ,  "The t a s k  o f  s l o w i n g  down o r  l i m i t i n g  
S t a t e  g o v e rnm en t e x p e n d i t u r e s  i n  A la s k a  w i l l  h e  f a r  m ore d i f f i c u l t  t h a n  
i n  any  o t h e r  s t a t e  i n  t h e  u n io n  f o r  t h r e e  r e a s o n s . "  In  o t h e r  s t a t e s  t h e  
s lowdown demand i s  u s u a l l y  a s s o c i a t e d  w i t h  i n c r e a s i n g  t a x  b u r d e n s .  " I n  
A la s k a  t h e  c o n s i d e r a t i o n  o f  a s p e n d in g  s lowdown  i s  t a k i n g  p l a c e  when r e a l  
t a x  b u rd en s  a r e  r a p i d l y  d e c l i n i n g . "  I n  a l l  o t h e r  s t a t e s ,  t h e  demand f o r  
a showdown h a s  come from  t h e  p e o p l e ;  o n l y  t h e n  a r e  l e a d e r s  w i l l i n g  t o  b u i l d  
g r e a t e r  f i s c a l  d i s c i p l i n e  i n t o  s y s t e m s .  " I n  A l a s k a  t h e  demand f o r  e f f e c t i v e  
e x p e n d i t u r e  l i d s  m ust come from  th e  l e a d e r s ,  b e c a u s e  t h e y  a l o n e  h a v e  
r e s p o n s i b i l i t y  f o r  m ak in g  sound  p l a n s  f o r  t h e  f u t u r e . "  In  o t h e r  s t a t e s  
t h e  " c h a l l e n g e  i s  t o  h o ld  t h e  p a in  o f  t a x a t i o n  down t o  t o l e r a b l e  l e v e l s .  
I r o n i c a l l y ,  i n  A la s k a  t h e  c h a l l e g e  i s  t o  m a i n t a i n  a t  l e a s t  a s em b la n c e  o f  
g e n e r a l  t a x a t i o n  s o  t h a t  t h e  S t a t e  d o e s  n o t  becom e c o m p l e t e l y  a d d i c t e d  t o  
t h e  p a i n l e s s  t a x a t i o n  o f  t h e  o i l  i n d u s t r y . "
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If a recent report in the N e w  York Tim e s  is c o r r e c t ,  
Alaska is moving into a fiscal N i r v a n a . The m a s s i v e  
growth in your "exportable" oil taxes will p e r m i t  A l a s k a  
to repeal v i r t u a l l y  all of the major taxes paid b y - i t s  
residents, to increase state expenditures, and to b u i l d  
up a great reserve for the lean years when the o i l  r e s e r v e s  
are depleted.

The amount that Alaska can set aside for the l e a n  
years ahead and for economic development will d e p e n d  on 
the degree of spending d i s cipline that can be b u i l t  into 
your state and local fiscal system. The need for d i s c i­
pline is e s p e c i a l l y  acute for this state b e c a u s e  the rapid 
growth of "easy tax revenue" is bound to cause t h e  r a p i d  
growth of new and expanded expenditure pro g r a m s .  Your 
situation calls to mind the wisdom of P a r k i n s o n’s S e c o n d  
L a w — "expenditures rise to m e e t  revenues and to exc e e d  
t h e m . "

Ironically, while growing fiscal affluence h a s  c a u s e d  
increased concern for spending lids in this s t a t e ,  g r o w­
ing fiscal austerity has spurred the demand for an 
expenditure slowdown in most of the other 49 s t a t e s .
Wh i l e  clearly recognizing the uniqueness of y o u r  f o r t u n a t e  
position, it may be helpful to trace out the w a y  other 
states are trying to build greater fiscal d i s c i p l i n e  into 
their systems.

This paper, therefore, will analyze: (1) t h e  r e c e n t  and
fairly significant slowdown in the rate of s t a t e  and l o c a l  
spending in the United States and (2) the key i s s u e s  i n v o l v e d  
in any attempt to put a lid on state spending.

P A R T  I: THE GREAT SLOWD O W N  IN STATE A N D  L O C A L  S P E N D I N G

A. The Change in Spending Rates

Between 1955 and 1976, the state and local p u b l i c  s e c t o r  
experienced fast g r o w t h — expanding at a l m o s t  twice the 
rate of the economy. For the last three y e a r s  t h e r e  
has been a real slowdown as state and lo c a l  s p e n d i n g  
has lagged the growth in the economy ( A p p e n d i x  F i g u r e  
1 and A p p endix Table 1).

B.. What are the Causes of This S l o w d o w n ?

1. C h a n g e  in Political A t t i t u d e s — from o n e  that e i t h e r  
supported or tolerated fast growth to a g r o w i n g  
demand that public spending not exceed the g r o w t h  
of the economy. Underpinning this c h a n g e d  p o l i t i c a l  
attitude is growing skepticism about t h e  e f f i c a c y  
of public spending (Appendix Figure 2).



C h a n g e  in t h e  E c o n o m y — fr o m  o n e  c h a r a c t e r i z e d  b y  
r e l a t i v e l y  f a s t  g r o w t h  and l o w  r a t e s  o f  i n f l a t i o n  
to s l o w  g r o w t h  and f a i r l y  h i g h  r a t e s  o f  i n f l a t i o n .  
T h i s  c h a n g e  in the e c o n o m y  s t r e n g t h e n s  t h e  h a n d s  . 
o f  t h e  f i s c a l  c o n s e r v a t i v e s :

V

a. B e c a u s e  t h e  e c o n o m i c  p i e  is no  l o n g e r  e x p a n d ­
ing. C i t i z e n s  b e c o m e  m o r e  c o n c e r n e d  a b o u t  t h e  
r e l a t i v e  s i z e  o f  t h e  s l i c e  t a k e n  b y  t h e  p u b l i c  
s e c t o r .

b. A  w e a k  e c o n o m y  s p u r s  g r o w i n g  c o n c e r n  a b o u t  
t h e  c a r e  a n d  t r e a t m e n t  of  t h e  p r i v a t e  s e c t o r —  
t h e  " r e i n d u s t r i a l i z a t i o n  o f  t h e  e c o n o m y . "  
I n v e s t m e n t  i n c e n t i v e s  for i n d i v i d u a l s  a n d  
b u s i n e s s  f i r m s  b e c o m e  t h e  o r d e r  o f  t h e  d a y .  
K e n n e t h  G a l b r a i t h  i s  " o u t " — M i l t o n  F r i e d m a n
is "in.**

C h a n g e  in D e m o g r a p h y — f r o m  o n e  m a r k e d  b y  s t e a d i l y  
r i s i n g  s c h o o l  e n r o l l m e n t s  to o n e  o f  d e c l i n i n g  
n u m b e r s .

a. D u r i n g  t h e  1 9 5 0 s  a n d  1 9 6 0 s ,  r i s i n g  s c h o o l  e n­
r o l l m e n t s  p r o v i d e d  t h e  d r i v i n g  f o r c e  b e h i n d  
t h e  m o v e  to s t r e n g t h e n  s t a t e  r e v e n u e  s y s t e m s  
a n d  to i n c r e a s e  p r o p e r t y  t a x e s .  D u r i n g  t h i s  
p e r i o d ,  13 s t a t e s  e n a c t e d  i n c o m e  t a x e s  a n d
12 s t a t e s  a d o p t e d  s a l e s  tax l e v i e s .

b. T h e  s t a b i l i z a t i o n — if n o t  t h e  a c t u a l  d e c l i n e —  
of  e n r o l l m e n t s  h a s  d e p r i v e d  p r o  s p e n d i n g  f o r c e s  
o f  o n e  of t h e  m o s t  e f f e c t i v e  a r g u m e n t s  f o r  h i g h e r  
t a x e s .

C h a n g e  in t h e  F i s c a l  P o s i t i o n  o f  t h e  F e d e r a l  G o v e r n -  
nient- - f r o m  o n e  of r e l a t i v e  f i s c a l  e a s e  t o  g r o w i n g  
str i n g e n c y .

a. In t h e  l a s t  f e w  y e a r s  t h e  f e d e r a l  g o v e r n m e n t  
h a s  l o s t  t h r e e  t r u m p  c a r d s :

(1) T h e  M i l i t a r y  T r u m p  C a r d — D u r i n g  m o s t  o f  
t h e  p o s t - K o r e a n  e r a ,  C o n g r e s s  w a s  a b l e  
to  s h i f t  r e s o u r c e s  f r o m  t h e  P e n t a g o n  
to t h e  d o m e s t i c  s e c t o r  in g e n e r a l  a n d  t o  
f e d e r a l  aid p r o g r a m s  in p a r t i c u l a r .  A s  
a r e s u l t ,  f e d e r a l  m i l i t a r y  o u t l a y s  d r o p p e d  
f r o m  a l m o s t  1 3 %  of G N P  i n  1 9 5 4  t o  6 . 5 %



b y  1 9 7 9 .  N o w  t h e  p e n d u l u m  is s w i n g i n g  
t h e  o t h e r  w a y — t h e  g e n e r a l s  a r e  b a c k  i n  
t h e  b u d g e t a r y  a r e n a  a n d  t h e y  w i l l  u n ­
d o u b t e d l y  c o m m a n d  an i n c r e a s i n g  s h a r e  o f  
f e d e r a l  res o u r c e s ^  o v e r  t h e  n e x t  f i v e  y e a r s .

(2) T h e  S o c i a l  S e c u r i t y  T r u m p  C a r d — T h r o u g h o u t  
m o s t  of t h e  p o s t  W o r l d  W a r  II" "p e r i o d ,
C o n g r e s s  c o u l d  r e p e a t e d l y  r a i s e  s o c i a l  
s e c u r i t y  tax r a t e s  w i t h  l i t t l e  p u b l i c  
o p p o s i t i o n  b e c a u s e  t h e y  w e r e  v i e w e d  a s  
s i m p l y  h i g h e r  p r e m i u m  r a t e s  f o r  e x p a n d e d  
i n s u r a n c e  c o v e r a g e .  N o w  C o n g r e s s  i s  
r u n n i n g  i n t o  i n c r e a s i n g  o p p o s i t i o n  to 
s c h e d u l e d  h i k e s  in s o c i a l  s e c u r i t y  l e v i e s  
a n d  g e n e r a l  f u n d  tax r e v e n u e  w i l l  h a v e
to b e  u s e d  to f i n a n c e  e x p a n d e d  s o c i a l  
s e c u r i t y  c o m m i t m e n t s .  B e c a u s e  t h e  s o c i a l  
s e c u r i t y  p r o g r a m  is t h e  s i n g l e  m o s t  i m­
p o r t a n t  f e d e r a l  d o m e s t i c  r e s p o n s i b i l i t y ,  
it w i l l  m o v e  to t h e  h e a d  o f  t h e  l i n e — w e l l  
a h e a d  of f e d e r a l  aid p r o g r a m s  t o  s t a t e s  a n d  
l o c a l i t i e s .

(3) T h e  D e f i c i t  F i n a n c e  T r u m p  C a r d — F o r  1 9  of  
t h e  l a s t  20 y e a r s ,  C o n g r e s s  h a s  b e e n  a b l e  
to p a p e r  o v e r  r e v e n u e  s h o r t f a l l s  w i t h  
d e f i c i t  f i n a n c i n g .  N o w  t h a t  i n f l a t i o n  h a s  
b e c o m e  o n e  of the nation*'s m a j o r  d o m e s t i c  
p r o b l e m s  it is b e c o m i n g  i n c r e a s i n g l y  d i f f i ­
c u l t  for t h e  C o n g r e s s  to t a k e  a r e l a x e d  
v i e w  of  b u d g e t  d e f i c i t s .

T h e  a g i n g  of o u r  p o p u l a t i o n  i s  a l s o  w o r k i n g  a g a i n s t  
t h e  f e d e r a l  g o v e r n m e n t  b e c a u s e  t h e  f e d s  h a v e  t h e  
p r i m a r y  r e s p o n s i b i l i t y  for p r o v i d i n g  i n c o m e  s u p p o r t  
to t h e  e l d e r l y  and a l s o  for p a y i n g  for t h e i r  d o c t o r  
a n d  h o s p i t a l  b i l l s .

T h e  f e d e r a l  f i s c a l  c o n d i t i o n  i s  m a d e  e v e n  m o r e  
d i f f i c u l t  b e c a u s e  of the g r o w i n g  d e m a n d  for i n c o m e  
tax r e l i e f  for i n d i v i d u a l s  a n d  b u s i n e s s  f i r m s  to 
o f f s e t ,  p a r t i a l l y ,  b o t h  i n f l a t  i o n - i n d u c e d  i n c o m e  
tax h i k e s  and s c h e d u l e d  i n c r e a s e s  in t h e  s o c i a l  
s e c u r i t y  l e vy. I n c o m e  tax c u t s  w i l l  a l s o  b e  
u r g e d  to r e v i v e  an  a i l i n g  e c o n o m y  b y  p r o v i d i n g  
g r e a t e r  i n c e n t i v e s  for p r i v a t e  i n v e s t m e n t .



H o w  H a s  t h e  S l o w d o w n  B e e n  E f f e c t e d ?

F o u r  g e n e r a l  p o l i c i e s  h a v e  b e e n  u s e d  to e f f e c t  t h i s
s p e n d i n g  s l o w d o w n .

1. Ad H o c  D e c i s i o n s — to p u r s u e  m o r e  c o n s e r v a t i v e  
f i s c a l  p o l i c i e s .  T h i s  a p p r o a c h  h a s  p r o b a b l y  
h a d  the m o s t  s i g n i f i c a n t  e f f e c t  to d a t e .  T h i s  
p o l i c y  is p u r s u e d  at t h e  f e d e r a l  l e v e l  b y  
P r e s i d e n t  C a r t e r  a n d  at t h e  s t a t e  a n d  l o c a l  
l e v e l s  b y  m a n y  governo.r, and m a y o r s  ( A p p e n d i x  
T a b l e  2, t r a c k  I I ) .

2. S t a t u t o r y  R e f o r m s — to s t r e n g t h e n  l e g i s l a t i v e  a c c o u n t a ­
b i l i t y .  T h i s  m i d d l e - o f - t h e - r o a d  a p p r o a c h  h a s  b e e n  
f a v o r e d  by t h e  A C I R  a n d  m a n y  m o d e r a t e s .  F o r  e x a m p l e ,  
it c a l l s  for i n d e x i n g  t h e  i n c o m e  tax to p r e v e n t  
i n c o m e  tax w i n d f a l l s  ( A p p e n d i x  T a b l e  2, t r a c k  I I I ) .

3. C o n s t i t u t i o n a l  S p e n d i n g  C o n s t r a i n t s — to s l o w  d o w n  
the g r o w t h  in s p e n d i n g .  T h i s  a p p r o a c h  i s  f a v o r e d  
by ^ h e  e c o n o m i s t ,  M i l t o n  F r i e d m a n  ( A p p e n d i x  T a b l e

•2, t r a c k  IV ) .

4. . C o n s t i t u t i o n a l  C u t - B a c k  P r o v i s i o n s — to r e d u c e  t h e
s i z e  of g o v e r n m e n t .  T h i s  g e n e r a l  p o l i c y  c a n  be 
l a b e l e d  the J a r v i s  or P r o p o s i t i o n  13  a p p r o a c h  
( A p p e n d i x  T a b l e  2, t r a c k  V).

Is T h i s  S l o w d o w n  in S t a t e - L o c a l  S p e n d i n g  L i k e l y  t o  P e r s i s t
Over the Next Five Y e a r s ?

Y e s ,  b e c a u s e :

1. T h e  b a s i c  e c o n o m i c ,  d e m o graphic., a n d  p o l i t i c a l  f a c t o r s  
t h a t  h a v e  c o m b i n e d  to p r o d u c e  t h i s  s l o w d o w n  a r e  n o t  
l i k e l y  to d i s a p p e a r .  It w o u l d  t a k e  a d r a m a t i c  l e s s e n i n g  
of i n t e r n a t i o n a l  t e n s i o n s ,  r a p i d  e c o n o m i c  r e c o v e r y ,  a n d  
a m a j o r  b r e a k t h r o u g h  o n  the e n e r g y  f r o n t .

2. T h e  p a c e s e t t e r s  in s t a t e - l o c a l  s p e n d i n g  d u r i n g  t h e  5 0 s  
and t h e  6 0 s — N e w  Y o r k ,  M a s s a c h u s e t t s ,  a n d  m a n y  of  t h e  
o t h e r  f r o s t b e l t  s t a t e s — a r e  s u f f e r i n g  f r o m  h i g h  a n d  
r i s i n g  f i s c a l  b l o o d  p r e s s u r e  r e a d i n g s .  T h e y  w i l l
be  f o r c e d  to c u t  b a c k  t h e i r  tax a n d  s p e n d i n g  p r o g r a m s  

in an e f f o r t  to b e c o m e  m o r e  c o m p e t i t i v e .

3. M o s t  of t h e  s u n b e l t  s t a t e s  will p r o b a b l y  c o n t i n u e  
to e x h i b i t  a r a t h e r  c o n s e r v a t i v e  t a s t e  for p u b l i c  
g o o d s  and s e r v i c e s  d e s p i t e  the f a c t  t h a t  t h e i r  
e c o n o m i e s  w i l l  e x p e r i e n c e  a b o v e  a v e r a g e  e c o n o m i c  

g r o w t h .
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4. Most of the energy-rich states can a l s o  
be expected to pursue fairly c o n s e r v a t i v e  
spending policies because of the fear of 
the day of reckoning when the pe t r o l e u m  
or coal reserves play out.
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P A R T  II: S P E N D I N G  L I M I T A T I O N  C O N S I D E R A T I O N S :  K E Y  I S S U E S  A N D
‘ S T A T E  E X P E R I E N C E S $

A. T h e  P r i m a r y  P o l i t i c a l  I s s u e — H o w  t i g h t l y  s h o u l d  l e g i s ­
l a t i v e  a u t h o r i t y  be r e s t r i c t e d ?  T h e r e  a r e  t h r e e  g e n e r a l  
v i e w s  o f  l e g i s l a t i v e  b u d g e t a r y  b e h a v i o r  w h i c h  d i c t a t e  
r a d i c a l l y  d i f f e r e n t  f o r m s  o f  r e s t r a i n t s  o n  g o v e r n m e n t  
e x p e n d i t u r e s .

I '
1. T h e  T r a d i t i o n a l  L i b e r a l  V i e w : T h i s  i s  t h e

ryfG a l b r a i t n i a n "  p e r s p e c t i v e  w h i c h  a r g u e s  t h a t  t h e  
p u b l i c  s e c t o r  is u n d e r - f u n d e d .  T h o s e  w h o  h o l d  
t h i s  v i e w  a r e  f e a r f u l  t h a t  a s l o w d o w n  in p u b l i c  
s p e n d i n g  is m o s t  l i k e l y  to a d v e r s e l y  e f f e c t  l o w  
i n c o m e  a n d  m i n o r i t y  g r o u p s .  T h u s ,  t h e y  o p p o s e  a l l  
p r o p o s a l s — s t a t u t o r y  or c o n s t i t u t i o n a l — t h a t  w o u l d  
m a k e  it m o r e  d i f f i c u l t  for l e g i s l a t i v e  b o d i e s  t o  
tax a n d  to s p e n d .

2. T h e  N e w  M o d e r a t e  V i e w: T h i s  s c h o o l  o f  o p i n i o n  b e­
l i e v e s  t h a t  g o v e r n m e n t  s p e n d i n g  h a s  i n c r e a s e d  t o o  
r a p i d l y  d u e  l a r g e l y  to t h e  s h o r t c o m i n g s  i n  t h e  
w a y  l e g i s l a t o r s  a r e  h e l d  p o l i t i c a l l y  a c c o u n t a b l e  
for t h e i r  tax and s p e n d i n g  d e c i s i o n s .  I n f l a t i o n ,  
for e x a m p l e ,  e n a b l e s  t h e  i n c o m e  tax s t a t e s  a n d  
th e  f e d e r a l  g o v e r n m e n t  to r e a p  a t a x  w i n d f a l l  a s  
t a x p a y e r s  a r e  a u t o m a t i c a l l y  p u s h e d  i n t o  h i g h e r  
b r a c k e t s  b y  i n f l a t i o n .  T h i s  p a i n l e s s  f o r m  of  
t a x a t i o n  e n c o u r a g e s  o v e r s p e n d i n g  in t h e  a b s e n c e  
of r i g o r o u s  f i s c a l  s e l f  d i s c i p l i n e .

S u p p o r t e r s  of  t h i s  m o d e r a t e  v i e w  f a v o r  r e f o r m s  
t h a t  s t r e n g t h e n  f i s c a l  d i s c i p l i n e  a n d  
a c c o u n t a b i l i t y — p r i m a r i l y  s t a t u t o r y  in n a t u r e —  
t h a t  c a n  b e  c h a n g e d  if n e c e s s a r y  b y  t h e  v o t e  o f  
a s i m p l e  m a j o r i t y  of t h e  s t a t e ' s  l e g i s l a t u r e .

E v e n  c o n s t i t u t i o n a l  c o n s t r a i n t s  t h a t  c a n  b e  
c h a n g e d  b y  m a j o r i t y  v o t e  of t h e  l e g i s l a t u r e  
w o u l d  fa l l  in t h i s  m o d e r a t e  c a t e g o r y .  F o r  
e x a m p l e ,  T e n n e s s e e  and T e x a s  h a v e  e s t a b l i s h e d  
s p e n d i n g  l i d s  w h i c h  t i e  s t a t e  s p e n d i n g  t o  t h e  
g r o w t h  in t h e  s t a t e  e c o n o m y  w i t h  t h e  p r o v i s o  
t h a t  t h e  c e i l i n g  c a n  be  e x c e e d e d  t h r o u g h t  a 
m a j o r i t y  v o t e  of  t h e  l e g i s l a t u r e .  T h u s ,  t h e  
g r o w t h  in t h e  s t a t e ' s  b u d g e t  w i l l  r e c e i v e  
g r e a t e r  p u b l i c  s c r u t i n y  t h a n  it h a s  in t h e  p a s t  
a n d  t h e r e b y  i n c r e a s e  a l e g i s l a t o r ' s  a c c o u n t a ­
b i l i t y  for i t s  s p e n d i n g  d e c i s i o n s .  H o w e v e r —



a n d  t h i s  is or c r i t i c a l  i m p o r t a n c e — t h i s  r e­
s t r i c t i o n  d o e s  n o t  p e r m i t  a c o n s e r v a t i v e  m i n o r i t y  
in t h e  l e g i s l a t u r e  to e x e r c i s e  a v e t o  p o w e r  o v e r  
s p e n d i n g  d e c i s i o n s .

T h e  C o n s e r v a t i v e  V i e w ; T h i s  v i e w ,  c h a r a c t e r i z e d  
by M i l t o n  F r i e d m a n  a n d  t h e  " p u b l i c  c h o i c e "  
t h e o r i s t s ,  p o s t u l a t e s  t h a t  t h e r e  is  a f u n d a­
m e n t a l  d e f e c t  in t h e  d e m o c r a t i c  b u d g e t - m a k i n g  
p r o c e s s  w h i c h  r e s u l t s  in t o o  l a r g e  a  p u b l i c  
s e c t o r .  E v e n  in t h e  a b s e n c e  of e c o n o m i c  c o n ­
d i t i o n s  w h i c h  a r e  c o n d u s i v e  to e x p e n d i t u r e  
g r o w t h  ( i n f l a t i o n ,  o i l  r o y a l t i e s ) ,  t h e  
l e g i s l a t u r e  w i l l  c o n t i n u e  to o v e r s p e n d  b e c a u s e  
of t h e  p o w e r  of t h e  s p e c i a l  i n t e r e s t s .

A c c o r d i n g  to t h i s  a n a l y s i s ,  the s p e c i a l  i n t e r e s t s  
are a b l e  to p r e s s u r e  l e g i s l a t i v e  b o d i e s ,  to a c c e p t  
t h e i r  p r o p o s a l s  w h i c h  h a v e  r e l a t i v e l y  n a r r o w  
b e n e f i t s ,  b u t  w h o s e  c o s t s  a r e  d i f f u s e d  o v e r  all 
t a x p a y e r s .  B e c a u s e  the b e n e f i t s  t o  t h e  t a x p a y e r  
o f  o p p o s i n g  a n y  s p e c i f i c  p r o g r a m  a r e  s m a l l ,  t h e  
p o w e r  of t h e  v e s t e d  i n t e r e s t s  is n o t  c o u n t e r ­
b a l a n c e d  b y  t a x p a y e r  c o n c e r n s .  In  t h i s  s c e n a r i o ,  
the l e g i s l a t o r  is p r e s u m e d  to s u c c u m b  t o  l o b b y i n g  
p r e s s u r e  and n e g l e c t  h i s / h e r  f i d u c i a r y  r e s p o n s i ­
b i l i t y  to t h e  s t a t e ' s  t a x p a y e r s .

T h e  p u b l i c  c h o i c e  a d v o c a t e s  a r g u e  t h a t  s t r i n g e n t  
e x p e n d i t u r e  l i m i t a t i o n s  a r e  n e c e s s a r y  m  o r d e r  
to c o n t r o l  s p e n d i n g .  C o n s t i t u t i o n a l  r e s t r i c t i o n s  
w h i c h  c a n  o n l y  be e x c e e d e d  by e x t r a o r d i n a r y  l e g i s­
l a t i v e  m a j o r i t i e s  (e . g . ,  t w o - t h i r o s )  a r e  n e e d e d  t o  
p r o t e c t  t h e  t a x p a y e r  a n d  o f f s e t  s p e c i a l  i n t e r e s t  
p r e s s u r e s .  S u c h  e x t r a o r d i n a r y  m a j o r i t y  r e q u i r e m e n t s  
p e r m i t  a m i n o r i t y  t o  v e t o  e x p e n d i t u r e  g r o w t h ,  a n d  
e n s u r e  t h a t  all b u d g e t  i n c r e a s e s  a r e  t h e  r e s u l t  
o f  s u b s t a n t i a l  b i p a r t i s a n  a g r e e m e n t .

T w o  s t a t e s  w h i c h  h a v e  s t r i c t  p r o v i s i o n s  for e x­
c e e d i n g  t h e i r  c a p s  a r e  A r i z o n a  anal N e w  J e r s e y .  
A r i z o n a ' s  l a w  is w r i t t e n  i n t o  t h e  C o n s t i t u t i o n  
an d  c a n  o n l y  be e x c e e d e d  b y  a t w o - t h i r d s  v o t e  
ic-i t h e  l e g i s l a t u r e .  N e w  J e r s e y ,  o n  t h e  o t h e r  
h a n d ,  r e q u i r e s  a m a j o r i t y  v o t e  o n  a r e f e r e n d u m  
in o r d e r  to i n c r e a s e  t h e  e x p e n d i t u r e  c e i l i n g .



W h i l e  t h e s e  t y p e s  of  r e s t r i c t i o n s  m a k e  it e x ­
c e e d i n g l y  d i f f i c u l t  for l e g i s l a t u r e s  to y i e l d  
to s p e n d i n g  p r e s s u r e s ,  t h e y  a r e  v e r y  i n f l e x i b l e  
e x c e p t  in t i m e s  of e m e r g e n c y .

T h e  N a t i o n a l  L e a g u e  o f  C i t i e s  s u m s  u p  t h e  r e ­
strict- i v e n e s s  of r e q u i r e m e n t s  for e x t r a o r d i n a r y  
m a j o r i t i e s  t h i s  wa y :

" I n  t h e  s t a t e  l e g i s l a t u r e ,  t h e  u s e  o f  e x t r a ­
o r d i n a r y  m a j o r i t y  to p a s s  n e w  t a x  b i l l s  i s  
d e v a s t a t i n g  to t h e  l i k e l i h o o d  o f  p a s s i n g  n e w  
t a x e s .  A l t h o u g h  a g r e a t e r - t h a n - s i m p l e  m a j o r i t y  
w a s  r e q u i r e d  to p a s s  a p p r o p r i a t i o n  b i l l s  in 
C a l i f o r n i a ,  t h e  p o r k  b a r r e l  p h e n o m e n o n  o f  a d d­
ing a l i t t l e  s o m e t h i n g  for e v e r y o n e  a l l o w e d  
t h e  b u i l d i n g  o f  a c o n s t i t u e n c y .  N o  s u c h  
p h e n o m e n o i  a l l o w s  l e g i s l a t u r e s  t o  b u i l d  s u p p o r t  
for a n y  tax b i l l . " l /

T h e  K e y  E c o n o m i c  I s s u e :  S h o u l d  g o v e r n m e n t  b e  a l l o w e d
t o  g r o w  at a f a s t e r  c l i p ,  t h e  s a m e  p a c e ,  or at a s l o w e r  
r a t e  t h a n  a s t a t e ' s  e c o n o m y ? D e p e n d i n g  o n  w h i c h  
m e a s u r e  is u s e d  as an i n d e x ,  an e x p e n d i t u r e  l i m i t a t i o n  
l a w  c a n  be m a d e  m o r e  or l e s s  r e s t r i c t i v e  r e l a t i v e  t o  
t h e  e c o n o m y .  T h e r e  a r e  b a s i c a l l y  t h r e e  t y p e s  o f  i n ­
d i c e s  w h i c h  h a v e  b e e n  u s e d  by  s t a t e s  s o  f a r .

1. L e a s t  R e s t r i c t i v e  E x p e n d i t u r e  L i m i t a t i o n — T i e  
the g r o w t h  of s t a t e  s p e n d i n g  to. t h a t  o f  t h e  
e c o n o m y  ( T e n n e s s e e  and H a w a i i ) .  A n  i n d i c a t o r  
o f  e c o n o m i c  a c t i v i t y ,  s u c h  a s  p e r s o n a l  i n c o m e ,  
w i l l  a l l o w  a s t a t e ' s  e x p e n d i t u r e s  t o  v a r y  in 
d i r e c t  r e l a t i o n  to p o p u l a t i o n  c h a n g e s  a n d  r e a l  
and i n f l a t i o n a r y  g r o w t h .  A s  a r e s u l t ,  g o v e n m e n t  
s p e n d i n g  is e f f e c t i v e l y  c o n s t r a i n e d  to r e m a i n  
a c o n s t a n t  p e r c e n t a g e  o f  a s t a t e ' s  e c o n o m i c  
w e l l - b e i n g .  U n d e r  s u c h  an e x p e n d i t u r e  c e i l i n g ,  
g o v e r n m e n t  is a l l o w e d  to e x p a n d ,  b u t  n o t  a t  
a r a t e  f a s t e r  t h a n  the e c o n o m y .  E s s e n t i a l l y ,  
t h i s  k i n d  o f  i n d e x a t i o n  is c o n s i s t e n t  w i t h  t h e  
v i e w  t h a t  g o v e r n m e n t  is c u r r e n t l y  t h e  " r i g h t "

T h e  N a t i o n a l  L e a g u e  of C i t i e s ,  T a x  a n d  E x p e n d i t u r e  L i m i ­
t a t i o n s ;  A P l e a  for G o v e r n m e n t a l  R e f o r m , W a s h i n g t o n ,

D . C . ,  1 9 7 8 ,  p. 5.
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s i z e  r e l a t i v e  to the p r i v a t e  s e c t o r  and s h o u l d  
b e  p e r m i t t e d  to e x p a n d  in l i n e  w i t h  s o c i e t y ' s  
a b i l i t y - t o - p a y .

2. M o d e r a t e l y  R e s t r i c t i v e — L i m i t  t h e  g r o w t h  in 
s t a t e  e x p e n d i t u r e s  to c h a n g e s  in t h e  c o s t  o f  
l i v i n g  and p o p u l a t i o n  ( C a l i f o r n i a  a n d  N e v a d a ) .  
W h i l e  s u c h  a c e i l i n g  w o u l d  m a i n t a i n  g o v e r n m e n t  
s e r v i c e s  a t  t h e  p r e s e n t  l e v e l ,  t h i s  s t r a t e g y  
w o u l d  c a u s e  g o v e r n m e n t  e x p e n d i t u r e s  to d e c l i n e  
s l o w l y  r e l a t i v e  to the e c o n o m y .  It is b a s e d  
o n  t h e  p r e s u m p t i o n  t h a t  t h e  c u r r e n t  l e v e l  o f  
re a l  s e r v i c e s  is o p t i m a l  a n d  s h o u l d  n o t  e x p a n d  
e v e n  if e c o n o m i c  g r o w t h  t a k e s  p l a c e .  A s  a 
c o n s e q u e n c e ,  a n y  b u d g e t  p r o p o s a l  t h a t  s e e k s
to i n c r e a s e  t h e  re a l  per c a p i t a  l e v e l  o f  
g o v e r n m e n t  s e r v i c e s  m u s t  w i t h s t a n d  o p e n  d e b a t e  
and p u b l i c  r e v i e w .

3. M o s t  R e s t r i c t i v e — L i m i t  e x p e n d i t u r e s  to a 
r a t e  of g r o w t h  b e l o w  t h a t  o f  c h a n g e s  in t h e  
c o s t  of l i v i n g  i n d e x  a d j u s t e d  for p o p u l a t i o n .

• U t a h  l i m i t s  t h e  r a t e  of g r o w t h  in s p e n d i n g  to 
8 5 %  of th<_' c h a n g e  in p e r s o n a l  i n c o m e .  C o l o r a d o  
h a s  s e t  a m a x i m u m  r a t e  of g r o w t h  in s p e n d i n g  
o f  7% w h i c h  is c u r r e n t l y  w e l l  b e l o w  t h e  i n f l a t i o n  
r a t e .  T h e s e  t y p e s  of e x p e n d i t u r e  r e s t r i c t i o n s  
w i l l  r e d u c e  t h e  r e a l  l e v e l  o f  p e r  c a p i t a  
g o v e r n m e n t  s e r v i c e s .  P u b l i c  c h o i c e  a d h e r e n t s  
e n d o r s e  t h e s e  r e s t r i c t i v e  p o l i c i e s  b a s e d  o n  
t h e i r  p r o p o s i t i o n  t h a t  the c u r r e n t  s i z e  of 
g o v e r n m e n t  is t o o  l a r g e  and m u s t  b e  r e d u c e d  
in r e a l  t e r m s .

C. S e c o n d a r y  I s s u e s

1. D e f i n i t i o n  of the R e l e v a n t  E x p e n d i t u r e  B a s e .
In o r d e r  to m a k e  a f i s c a l  c o n s t r a i n t  e f f e c t i v e  
it is i m p o r t a n t  to d e s i g n  it so t h a t  i t  
is  a s  c o m p r e h e n s i v e  as p o s s i b l e .  H o w e v e r ,  
t h e r e  a r e  c e r t a i n  t y p e s  of a p p r o p r i a t i o n s  
w h o s e  e x c l u s i o n  f r o m  t h e  e x p e n d i t u r e  b a s e  
s h o u l d  b e  c o n s i d e r e d .

a. F e d e r a l  F u n d s . W i t h o u t  e x c e p t i o n ,  f e d e r a l
g r a n t s  a r e  c u r r e n t l y  e x c l u d e d  f r o m  e x p e n d i t u r e  
c e i l i n g s  i m p o s e d  o n  s t a t e s .  B y  e x c l u d i n g  
f e d e r a l  t r a n s f e r s ,  t h e  c e i l i n g  w i l l  m o r e  
e f f e c t i v e l y  c o n t r o l  the p e r c e n t a g e  of  t h e  
s t a t e ' s  i n c o m e  a l l o c a t e d  to g o v e r n m e n t .
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b. D e b t  S e r v i c e  F u n d s , L i m i t a t i o n  p r o p o s a l s  
u s u a l l y  e x c l u d e  p a y m e n t s  for d e b t  s e r v i c e  
f r o m  t h e  e x p e n d i t u r e  c e i l i n g s .  W h e r e  d e b t  
s e r v i c e  p a y m e n t s  h a v e  b e e n  i n c l u d e d  w i t h i n  
an e x p e n d i t u r e  l i m i t ,  b o n d  r e p a y m e n t s  h a v e  
f i r s t  c l a i m  on s t a t e  r e v e n u e s  in o r d e r  t o  
p r o t e c t  t h e i r  m a r k e t a b i l i t y .

c. O t h e r  E x c l u s i o n s . C a p i t a l  a n d  p e n s i o n  e x­
p e n d i t u r e s  m i g h t  b e  e x c l u d e d  f r o m  a  s p e n d i n g  
l i m i t a t i o n .  T h e i r  e x c l u s i o n  d e p e n d s  in p a r t  
o n  w h e t h e r  the l e g i s l a t u r e  c a n  b e  " t r u s t e d "
n o t  to use t h e m  to a v o i d  h a r d  b u d g e t  d e c i s i o n s .

2. T h e  L o c a l  G o v e r n m e n t  I s s u e . L o c a l  o f f i c i a l s  a r e  
u s u a l l y  v e r y  f e a r f u l  t h a t  a lid o n  s t a t e  s p e n d i n g  
w i l l  a d v e r s e l y  e f f e c t  t h e i r  f o r t u n e s .  T o  a l l a y  t h e i r  
w o r s t  f e a r s ,  t h e  f r a m e r s  o f  s t a t e  s p e n d i n g  l i d s  

• u s u a l l y  p r o v i d e  t h a t  t h e  s t a t e  m u s t  r e i m b u r s e  l o c a l  
g o v e r n m e n t s  for a n y  a d d i t i o n a l  c o s t s  i m p o s e d  o n  t h e m  
by  s t a t e  l e g i s l a t i v e  m a n d a t e s .  T h e  d r a f t e r s  o f  t h e  
M i c h i g a n  c o n s t i t u t i o n a l  s p e n d i n g  l i d  w e n t  e v e n  
f a r t h e r — " T h e  s t a t e  is h e r e b y  p r o h i b i t e d  f r o m  
r e d u c i n g  t h e  s t a t e  f i n a n c e d  p r o p o r t i o n  o f  t h e  
n e c e s s a r y  c o s t s  of a n y  e x i s t i n g  a c t i v i t y  o r  s e r­
v i c e  r e q u i r e d  of u n i t s  of l o c a l  g o v e r n m e n t  b y  
s t a t e  l a w . "  ( S e c t i o n  29)

P A R T  III: S U M M A R Y

T h e . t a s k  o f  s l o w i n g  d o w n  or l i m i t i n g  s t a t e  g o v e r n m e n t  e x ­
p e n d i t u r e  in A l a s k a  w i l l  be far m o r e  d i f f i c u l t  t h a n  for a n y  
o t h e r  s t a t e  in the u n i o n .

A. In all o t h e r  s t a t e s ,  t h e  d e m a n d  for a s l o w d o w n  a r i s e s  
in a p e r i o d  of i n c r e a s i n g  tax b u r d e n s .  H e r e  i n  A l a s k a ,  
y o u r  re a l  tax b u r d e n s  a r e  r a p i d l y  d e c l i n i n g .

B. In all o t h e r  s t a t e s ,  t h e  d e m a n d  for t h e  s l o w d o w n  c o m e s  
f r o m  t h e  p e o p l e — o n l y  t h e n  a r e  t h e i r  l e a d e r s  w i l l i n g  to 
b u i l d  g r e a t e r  f i s c a l  d i s c i p l i n e  i n t o  t h e i r  s y s t e m s .
In  A l a s k a ,  t h e  d e m a n d  for e f f e c t i v e  e x p e n d i t u r e  l i d s  
m u s t  c o m e  f r o m  t h e  l e a d e r s h i p  b e c a u s e  it a l o n e  h a s  
t h e  r e s p o n s i b i l i t y  for m a k i n g  s o u n d  p l a n s  for t h e  
f u t u r e .
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C. In v i r t u a l l y  all o t h e r  s t a t e s ,  t h e  c h a l l e n g e  i s  to  
h o l d  t h e  p a i n  of  t a x a t i o n  t o  t o l e r a b l e  l e v e l s .  In 
A l a s k a ,  t h e  c h a l l e n g e  is to m a i n t a i n  at l e a s t  a 
s e m b l a n c e  of  g e n e r a l  t a x a t i o n  so t h a t  t h e  s t a t e  
d o e s  n o t  b e c o m e  c o m p l e t e l y  a d d i c t e d  to t h e  " p a i n l e s s "  
t a x a t i o n  of oil p r o d u c t i o n .
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S E L E C T E D  F I S C A L  Y E A R S  1949-80 

(State-Local Sp ending S l o w d o w n )

APPENDIX FIGURE 1
■

L o c a l  E x p e n d i t u r e  (from o w n  funds)

A s  a percent of Gross National Product Per Capita In Constant (1967) DoMa*s

Percent

e

194? 54 59 64 69 74 1980 est 194 9 54 5 9  64 6 9 74 1 9 8 !  es*

Percen*

S t a l e  E x p e n d i t u r e  (from o w n  funds)

A s  a percent ot Gross National Product Per Capita in Constant (1967) Dotia*

Dollars

ffe

300

200

100

1949 54 64 69 74 1980 est 1949 54 5 9 64 6 9  74 198C est

Percent

6

F e d e r a l  A i d

A s  a  p e ' c e n t  o f  C r o s s  N a t i o n a 1 P r o d u c t  P e r  C a p i t a  m  C o n s t a n t  (1 9 6 ? /  D o h a ’ s

Dolla'S
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APPENDIX TABLE 1

STA TE  AND LOCAL EXPENDITURES, INCLUDING FEDERAL A ID , FOR 
TH E-U N ITED  STATES AND ALASKA, SELECTED  YEARS 1959-1979 '

. As P e r ce n t  o f  Persona l Income P er C a p ita  ( C u r r e n t  D o l la r s )

A laska A la sk a

F i s c a l % o f o f
Years U n ited  S ta te s P e r ce n t U .S . U n ite d  S t a t e s  Amount U .S .

1959 15.9 15.9 100 $ . 332 $ 437 132
1969 18.6 34.5 185 652 1,443 221

1975 22.2 41.7 188 1,249 3 ,534 283
1976 23.3 39.1 168 1,422 3,951 273
1977 22.4 35.6 159 1,500 . 3 ,718 248
1978 21.5 38.7 180 1,590 4 ,172 262
1979 P r e l . 21 .1 46.2 219 1,740 5,084 292

S o u r ce :  ACIR  s t a f f  com p u ta tio n s  based on v a r io u s  r e p o r t s  o f  U .S .  Bureau  o f
th e  C e n su s , Governm ents D iv i s io n .

* ■  - - . . . .
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A P P E N D I X  T A B L E  2

A COMPARATIVE ANALYSIS OF FIVE POLICY POSITIONS CONCERNING THE GROWTH IN FEOERAL-STATE-LOCAL SPENDING
OR

THE SHIFT TO THE POLITICAL RIGHT

"POLICY —  
POSITION

Pr&.EAST G R M H :  ANII-- "  
Ltr.IStATIVE c o n s t r a i n t s

AO H OC ' S t™™ —
ANT I-LEG. CONSTRAINTS GREATER LEG. ACCOUNTAI1IL1TY

SLOWER GROWTH Vh Rii 
TIGHTER LEG. CONSTRAINTS

GOVERNMENT CUT-BACK & 
TIGHTER ICG. CONSTRAINTS

r a t ionale

■ ■ I '
Our "affluent society"
In general A the poor A 
minorities In particular 
benefit from rapid growth 
of domestic programs 
voted by unfettered 
legislative bodies.

It
Govt, spending should 
accelerate or slow down 
In response to public 
opinion changes. Leg. 
bodies, therefore, 
should be given wide 
leeway in order to make 
ad hoc budgetary ad­
justments.

111
Public sector "fast1 qrowth 
can be attributed In part 
to serious shortcomings In 
the way elected officials 
are held accountable for 
tax and sppndinq decisions.

IV
Public sector growth can 
be attributed In larqe part 
to the Inability of a simple 
majority of legislators to 
balance off the qenerai In­
terest of taxpayers against 
the expenditure dpmands of 
the various special Inter­
est groups.

V
Public sector has grown too 
large because a simple majority 
In the legislature could not 
say "no" to all of the demands 
of the various special Interest 
groups.

GENERAL
PRESCRIPTS

Resist current efforts 
(ad hoc) to slow down 
domestic public sector 
growth and oppose all 
proposals '(moderate 
or severe) that would 
make It harder to raise 
tax and spending levels 
in the future.

In view of the current 
conse /atIve mood, go 
along with ad hoc slow 
down policies but resist 
all proposals Tmoderat" 
or severe) that would 
make It harder to raise 
tax and spending levels 
In the future.

Support current slowdown 
policies And reform efforts 
(mostly statutory) that 
would focus a brighter 
accountability spotliqht 
on tax and spending de­
cisions. Resist the more 
drastic constitutional con­
straints on legislative 
maioritfes.

Support current slowdown 
policies, accountability re­
forms, and the more far- 
reaching constitutional 
changes that would make It 
more difficult for a simple 
legislative majority to 
raise tax and/or spending 
levels In the future.

Support accountability reforms 
and fairly drastic constitu­
tional chanqes that would cut 
back existing tax spend- 
Inq levels and make It more 
difficult for legislative 
bodies to raise tax and spend­
ing levels In the future.

• |

EXAMPLES

"fast" growth Is reflect­
ed In thp fact that 
domestic government 
spe.tdlng grew consist­
ently faster than the 
economy between 1949- 
1975.

Ad hoc state tax In­
creases (1959-1975) when 
the public supported fast 
arowth policies.U  
Ad hoc state tax cuts and 
"hold the line” expendi­
ture policies now that 
the public wants a "slow 
down"--that Is govern­
ment spending that Just 
keeps pace or slightly 
laqs the growth of the 
economy.?/

Accountability Reforms: 
LOCAL: Truth-in-property 
taxation laws.3/
STATE AND FEDERAL: Indexa­
tion of the income o x . 4/ 
Fiscal notes and reimburse­
ment for expenditure man­
dates. 5/ Budget reform, 
lax an? spending lids (both 
statutory and constitu­
tional) that can be raised 
by majortlt/ vote of the 
lpqislature.6/
“Sunset" provisions.7/

LOCAL.8/ STATE,?/ A 
FEOERAL 10/: Tax "and spend­
ing celTTngs and balanced 
budget controls that can 
be raised only with the 
approval of extraordinary 
majority of Teqis'lalTve 
body or the electorate 
voting In a referendum.

California's Proposition 13 
(Jarvis I) which cut the 
property tax by more than 
half prohibits raising the 
property tax, and requires 
popular referenda at the 
local level and extra­
ordinary majorities at the 
state legislative level 
to raise other taxes.

COWENTARY

liberalism's high spending 
citadel Is experiencing 
serious erosion of support. 
Many of the Grpat Society 
followers have gone under- 
ground or defected to the 
right as Inflation gen- 
erates a new breed of 
horn aqaln budget bal- 
anrers.

Traditionally, the great 
gathering place of the 
moderates before many of 
them Inst confidence In 
ability of legislative 
bodies to cope with 
sppdal Interests. This 
sector Is Increasingly 
peopled by liberals who 
have burrowed In wait­
ing for the high gales 
of fiscal austerity to 
blow over. Ihelr motlo-- 
"!f you can't lick 'em, 
ad hoc 'em."

The npw moderate pnsltlon-- 
the rallyinq grounds for 
some liberals and mv.y mod­
erates hoping to check dopp-

er penetration by the rpi
surgnnt right by striking 
a better balance between 
the competing claims of the 
private and public s»ctors 
for the Nation's rpsnwrcps.

The traditional conservative 
stronghold now Joined by the 
new radical chic of the 
r!qht--HiIton Friedman and 
his growing band of "rlqht 
thinking" Intellectuals.
More significantly, the 
ranks Of this sector are 
being swelled by thp grow. 
Inq nimber of plain fit I- 
/ons detecting f v m  the 
llhpral and moderate camps.

The new far rlght--a!1eged1y, 
reactionary "redneck" country 
controlled by Howard Jarvis, 
To the dismay of the estab­
lishment, leader Jarvis has 
widespread support, particu­
larly in the populist West 
whpre the dtl;enry can by­
pass the legislature and 
thrnuoh direct Initiative and 
referendum can chanqp the 
haOc (constitutional) rule 
of the fiscal gamp,•

•Under thp lrar1itlnn.il r u in ' , of the game, a simple majority of the legislature can rake  tax and spending levels as hlnh as it deems necessary.
See next page f u r  footnote-,. .Ipini shannon (April 1f>, l°JsM
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A P P E N D I X  T A B L E  2 ( C o n t i n u e d )

F o o t n o t e s

*

1 /  B e t w e e n  J a n u a r y  1, 1 9 5 9 ,  a n d  D e c e m b e r  1, 1 9 7 6 ,  12 s t a t e s  
a d o p t e d  g e n e r a l  s a l e s  t a x e s  a n d  in 76 i n s t a n c e s  s t a t e s  
i n c r e a s e d  e x i s t i n g  s t a t e  s a l e s  t a x  l e v i e s .  D u r i n g  t h e  
s a m e  p e r i o d  13 s t a t e s  e n a c t e d  p e r s o n a l  i n c o m e  t a x e s  a n d  
o n  74 o c c a s i o n s  s t a t e s  r a i s e d  i n c o m e  t a x e s .

2 /  S i n c e  1 9 7 6 ,  t h e r e  h a s  b e e n  a v i r t u a l  m o r a t o r i u m  o n  r a i s ­
in g  s t a t e  i n c o m e  a n d  s a l e s  t a x e s  a n d  i n  1 9 7 9  a b o u t  h a l f
o f  t h e  s t a t e s  r e d u c e d  o n e  or t h e  o t h e r .

3 /  T r u t h  in p r o p e r t y  t a x  p r o v i s i o n s  r e q u i r e  a u t o m a t i c
p r o p e r t y  t a x  r o l l b a c k  t o  o f f s e t  m o s t  o r  a l l  o f  t h e
a n n u a l  i n c r e a s e  i n  t h e  a s s e s s m e n t  b a s e  i n  t h e  a b s e n c e  
o f  a r i g o r o u s  f u l l  d i s c l o s u r e  p r o c e d u r e ,  i . e . , p a i d  
a n n o u n c e m e n t  o f  p r o p o s e d  t a x  i n c r e a s e  a n d  p u b l i c  h e a r ­
ing s .  S i n c e  1 9 7 1 ,  t e n  s t a t e s  h a v e  e n a c t e d  t h i s  s t a t u t e —  
A r i z o n a ,  F l o r i d a ,  H a w a i i ,  M a r y l a n d ,  M o n t a n a ,  T e x a s ,  
V i r g i n i a ,  K e n t u c k y ,  R h o d e  I s l a n d ,  a n d  T e n n e s s e e .

4 /  S i n c e  1 9 77, s e v e n  s t a t e s  h a v e  i n d e x e d  t h e i r  i n c o m e  t a x e s  
s o  as  t o  p r e v e n t  t a x p a y e r s  f r o m  b e i n g  a u t o m a t i c a l l y  p u s h e d  
i n t o  h i g h e r  t a x  b r a c k e t s  t h r o u g h  t h e  s i l e n t  a c t i o n  o f  
i n f l a t i o n .  T h e s e  s t a t e s  are: C a l i f o r n i a ,  C o l o r a d o ,
A r i z o n a ,  I o wa, M i n n e s o t a ,  O r e g o n ,  a n d  W i s c o n s i n .

5 /  A b o u t  h a l f  o f  t h e  s t a t e s  n o w  a t t a c h  f i s c a l  n o t e s  t o
p r o p o s e d  l e g i s l a t i o n  t h a t  w o u l d  i m p o s e  a d d e d  e x p e n d i t u r e  
r e s p o n s i b i l i t i e s  o n  l o c a l  g o v e r n m e n t s .  S e v e n  s t a t e s  h a v e  

g o n e  f u r t h e r  d o w n  t h e  p a t h  o f  f i s c a l  a c c o u n t a b i l i t y ;  s t a t e  
g o v e r n m e n t  e i t h e r  r e i m b u r s e s  l o c a l  g o v e r n m e n t s  f o r  c e r t a i n  
t y p e s  o f  s t a t e  e x p e n d i t u r e  m a n d a t e s  o r  r e f r a i n s  f r o m  

• e n a c t i n g  s u c h  m a n d a t e s .

6 / S i n c e  1 9 7 6 ,  1 0  s t a t e s  h a v e  a d o p t e d  l i m i t a t i o n s  o n  s t a t e  
r e v e n u e  o r  e x p e n d i t u r e  g r o w t h  t h a t  c a n  b e  s e t  a s i d e  b y  
m a j o r i t y  v o t e  i n  b o t h  h o u s e s  o f  t h e  l e g i s l a t u r e .  In  
e i g h t  i n s t a n c e s  t h e s e  l i m i t a t i o n s  a r e  s t a t u t o r y  a n d  i n  
t h e  o t h e r  t w o  c a s e s  ( T e n n e s s e e  a n d  T e x a s )  t h e y  a r e  
c o n s t i t u t i o n a l  p r o v i s i o n s .  T h e  l i m i t a t i o n  u s u a l l y  t i e s  
t h e  g r o w t h  i n  s t a t e  t a x e s  o r  s p e n d i n g  t o  t h e  g r o w t h  i n  
s t a t e  p e r s o n a l  i n c o m e .

7 /  In t h e  l a s t  s e v e r a l  y e a r s  o v e r  30  s t a t e s  h a v e  a d o p t e d
*“• s o m e  v e r s i o n  o f  HSunse t ' ' - - a  g e n e r a l  s t a t u t o r y  r e q u i r e m e n t  

t h a t  p r o v i d e s  for t h e  a u t o m a t i c  t e r m i n a t i o n  o f  g o v e r n m e n t  
p r o g r a m s  a n d / o r  r e g u l a t o r y  a g e n c i e s  a t  s o m e  p o i n t  in  t i m e  

in t h e  a b s e n c e  o f  e x p l i c i t  l e g i s l a t i v e  r e a u t h o r i z a t i o n .



A P P E N D I X  T A B L E  2 ( C o n t i n u e d )

S i n c e  1 9 70, 2 0  B t a t e s  h a v e  i m p o s e d  l o c a l  p r o p e r t y  t a x  
l e v y  a n d / o r  g e n e r a l  s p e n d i n g  c e i l i n g s  t h a t  c a n  b e  r a i s e d  
o n l y  w i t h  t h e  a p p r o v a l  o f  a n  e x t r a o r d i n a r y  m a j o r i t y  o f  t h e  
l o c a l  l e g i s l a t i v e  b o d y  o r  (far m o r e  f r e q u e n t l y )  t h e  
a p p r o v a l  o f  t h e  l o c a l  e l e c t o r a t e  v o t i n g  i n  a r e f e r e n d u m .  
T h e s e  s t a t e s  a r e  A l a s k a ,  D e l a w a r e ,  I n d i a n a ,  I o w a ,  K a n s a s  
K e n t u c k y ,  L o u i s i a n a ,  M i n n e s o t a ,  O h i o ,  S o u t h  C a r o l i n a ,
U t a h ,  W a s h i n g t o n ,  W i s c o n s i n ,  F l o r i d a ,  M a s s a c h u s e t t s ,
N e w  M e x i c o ,  N e w  J e r s e y ,  N e v a d a ,  C a l i f o r n i a ,  a n d  N e b r a s k a .  
M a r y l a n d  a l l o w s  t h e s e  f i s c a l  l i d s  t o  b e  a p p l i e d  o n  a l o c a l  

o p t i o n  b a s i s .

C o n s t i t u t i o n a l  r e v e n u e  a n d  s p e n d i n g  l i d s  t h a t  r e q u i r e  
t h e  a p p r o v a l  o f  a n  e x t r a o r d i n a r y  m a j o r i t y  i n  b o t h  h o u s e s  
b e f o r e  f i s c a l  c e i l i n g s  c a n  b e  l i f t e d - - A r i z o n a , H a w a i i ,  
a n d  M i c h i g a n  i n  1 9 7 8  a n d  C a l i f o r n i a  i n  1 9 7 9 .

A t  t h e  p r e s e n t  t i m e  t h e r e  a r e  n u m e r o u s  p r o p o s e d  c o n s t i ­
t u t i o n a l  a m e n d m e n t s  t h a t  w o u l d  l i m i t  t h e  f e d e r a l  g o v e r n ­
m e n t ' s  t a x  a n d  s p e n d i n g  p o w e r s  a n d  o t h e r s  t h a t  c a l l  f o r  
a b a l a n c e d  b u d g e t .  T h i r t y  s t a t e s  h a v e  a d o p t e d  r e s o l u t i o n s  
d i r e c t i n g  t h e  C o n g r e s s  t o  c a l l  a c o n s t i t u t i o n a l  c o n v e n t i o n  
f o r  t h e  p u r p o s e  o f  d r a f t i n g  a b a l a n c e d  b u d g e t  a m e n d m e n t  
t o  t h e  U . S .  C o n s t i t u t i o n — 34 s t a t e  r e s o l u t i o n s ,  a r e  n e e d e d  
t o  r e q u i r e  t h e  c a l l i n g  o f  a c o n s t i t u t i o n a l  c o n v e n t i o n .
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A P P E N D I X  T A B L E  2 ( C o n t i n u e d )

F o o t n o t e s

1 /  B e t w e e n  J a n u a r y  1, 1 959, a n d  D e c e m b e r  1, 1 9 7 6 ,  12  s t a t e s  
a d o p t e d  g e n e r a l  s a l e s  t a x e s  a n d  in 76 i n s t a n c e s  s t a t e s  
i n c r e a s e d  e x i s t i n g  s t a t e  s a l e s  t a x  l e v i e s .  D u r i n g  t h e  
s a m e  p e r i o d  13 s t a t e s  e n a c t e d  p e r s o n a l  i n c o m e  t a x e s  a n d  
o n  74 o c c a s i o n s  s t a t e s  r a i s e d  i n c o m e  t a x e s .

2 /  S i n c e  1 9 7 6 ,  t h e r e  h a s  b e e n  a v i r t u a l  m o r a t o r i u m  o n  r a i s ­
i n g  s t a t e  i n c o m e  a n d  s a l e s  t a x e s  a n d  in  1 9 7 9  a b o u t  h a l f
of t h e  s t a t e s  r e d u c e d  o n e  or t h e  o t h e r .

3 /  T r u t h  in p r o p e r t y  t a x  p r o v i s i o n s  r e q u i r e  a u t o m a t i c
p r o p e r t y  t a x  r o l l b a c k  t o  o f f s e t  m o s t  o r  a l l  o f  t h e
a n n u a l  i n c r e a s e  i n  t h e  a s s e s s m e n t  b a s e  i n  t h e  a b s e n c e  
o f  a r i g o r o u s  f u l l  d i s c l o s u r e  p r o c e d u r e ,  i . e . , p a i d  
a n n o u n c e m e n t  o f  p r o p o s e d  t a x  i n c r e a s e  a n d  p u b l i c  h e a r ­
i n g s .  S i n c e  1 9 7 1 ,  t e n  s t a t e s  h a v e  e n a c t e d  t h i s  s t a t u t e —  
A r i z o n a ,  F l o r i d a ,  H a w a i i ,  M a r y l a n d ,  M o n t a n a ,  T e x a s ,  
V i r g i n i a ,  K e n t u c k y ,  R h o d e  I s l a n d ,  a n d  T e n n e s s e e .

£ /  S i n c e  1 9 7 7 ,  s e v e n  s t a t e s  h a v e  i n d e x e d  t h e i r  i n c o m e  t a x e s
~  s o  as t o  p r e v e n t  t a x p a y e r s  f r o m  b e i n g  a u t o m a t i c a l l y  p u s h e d  

i n t o  h i g h e r  t a x  b r a c k e t s  t h r o u g h  t h e  s i l e n t  a c t i o n  o f  
i n f l a t i o n .  T h e s e  s t a t e s  are: C a l i f o r n i a ,  C o l o r a d o ,
A r i z o n a ,  I o w a ,  M i n n e s o t a ,  O r e g o n ,  a n d  W i s c o n s i n .

5 /  A b o u t  h a l f  o f  t h e  s t a t e s  n o w  a t t a c h  f i s c a l  n o t e s  t o
p r o p o s e d  l e g i s l a t i o n  t h a t  w o u l d  i m p o s e  a d d e d  e x p e n d i t u r e  
r e s p o n s i b i l i t i e s  o n  l o c a l  g o v e r n m e n t s .  S e v e n  s t a t e s  h a v e  

g o n e  f u r t h e r  d o w n  t h e  p a t h  o f  f i s c a l  a c c o u n t a b i l i t y ;  s t a t e  
g o v e r n m e n t  e i t h e r  r e i m b u r s e s  l o c a l  g o v e r n m e n t s  f o r  c e r t a i n  
t y p e s  o f  s t a t e  e x p e n d i t u r e  m a n d a t e s  o r  r e f r a i n s  f r o m  
e n a c t i n g  s u c h  m a n d a t e s .

6 / S i n c e  1 9 7 6 ,  1 0  s t a t e s  h a v e  a d o p t e d  l i m i t a t i o n s  o n  s t a t e  
r e v e n u e  o r  e x p e n d i t u r e  g r o w t h  t h a t  c a n  b e  s e t  a s i d e  
m a j o r i t y  v o t e  i n  b o t h  h o u s e s  o f  t h e  l e g i s l a t u r e .  I n  
e i g h t  i n s t a n c e s  t h e s e  l i m i t a t i o n s  a r e  s t a t u t o r y  a n d  i n  
t h e  o t h e r  t w o  c a s e s  ( T e n n e s s e e  a n d  T e x a s )  t h e y  a r e  
c o n s t i t u t i o n a l  p r o v i s i o n s .  T h e  l i m i t a t i o n  u s u a l l y  t i e s  
t h e  g r o w t h  i n  s t a t e  t a x e s  o r  s p e n d i n g  t o  t h e  g r o w t h  i n  

. s t a t e  p e r s o n a l  i n c o m e .

7 /  In  t h e  l a s t  s e v e r a l  y e a r s  o v e r  30  s t a t e s  h a v e  a d o p t e d
s o m e  v e r s i o n  o f  " S u n s e t " — a g e n e r a l  s t a t u t o r y  r e q u i r e m e n t  
t h a t  p r o v i d e s  for t h e  a u t o m a t i c  t e r m i n a t i o n  o f  g o v e r n m e n t  
p r o g r a m s  a n d / o r  r e g u l a t o r y  a g e n c i e s  a t  s o m e  p o i n t  i n  t i m e  

in t h e  a b s e n c e  of e x p l i c i t  l e g i s l a t i v e  r e a u t h o r i z a t i o r . .
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RECENT STATE AND LOCAL REVENUE/EXPENDITURE LIMITATIONS 
JANUARY I, 1976-JANUARY 1, 19BO

State

New Jersey

Colorado

Michigan

Rhode Island 

Tennessee

Art zona 

Hawaii

Michigan

Texas

California

Louisiana

Massachusetts

Tear

1976

1977 

1977

1977

1978

1978

1978

1978

Constitutional 
or Statutory

State Local 
Limitation Limitation

1978

1979

1979

1979

S

c

c

c

s

s

X

X

X

X

Remarks

State expenditure growth 1s limited to the Increase In state personal Income. 
Municipalities cannot Increase their budgets by more than 5X per year. Both 
limits can be exceeded only by a majority vote on a referendum.

State general fund expenditures are limited to a 7X annual Increase. An additional 
4% may be allocated to a reserve fund, but amounts over 1IX must be refunded to 
taxpayers.

A Budget Stabilization Fund was established, with provisions for pay-In to the fund 
during periods of economic growth, and pay-out during recessionary periods. It Is 
now used In conjunction with the 1978 state spending limitation.

The legislature adopted a non-binding 
budget appropriations.

"suggested" 8X cap on the annual growth of

Increases 1n appropriations from state tax revenues are limited to the estimated 
growth In the state's economy. The lid may be exceeded by majority vote of the 
legislature.

State spending 1s limited to 7X of total state personal Income. The limit may be 
exceeded by 2/3 vote of the legislature.

Increases In state general fund appropriations are limited to the estimated growth 
1n the state's economy. Larger Increases must be approved by a 2/3 vote of the 
legislature.

State tax revenues can Increase only as fast as the growth In personal Income. • If 
revenues exceed the limit by more than IX, the excess Is refunded through the Income 
tax. If the excess Is less than IX, 1t Is placed In the Budget Stabilization Fund. 
The limit may be exceeded 1f the Governor specifies an emergency and 2/3 of the 
legislature concur.

Increases In appropriations from state tax revenues are limited to the estimated 
growth In the state's economy. The limit may be exceeded by a simple majority of 
the legislature.

Increases In state and local appropriations are limited to population growth and 
inflation. The limits may be exceeded, but appropriations In the following three 
years must be reduced to prevent an aggregate Increase In expenditures. The limits 
may be changed by the electorate, but the change Is effective only for three years.

State tax revenues can grow only as fast as the Increase In personal Income. Pro­
ceeds from severance taxes are not included In the limitation.

Increases 1n local government expenditures are limited to 4:. 
are Included. The limitation expires December 3), M U .

Override provisions



A P P E N D I X  T A B L E  3 (Continued)

RECENT STATE AND LOCAL REVENUE/EXPENDITURE LIMITATIONS 
JANUARY 1, 1976-JANUARY 1, 1900 (Cont'd.)

Constitutional 
Tear or Statutory

State Local 
Limitation Limitation Remarks

Nevada

Oregon

Utah

Washington

TOTALS

1979

1979

1979

1979

1979

No political subdivision may adopt a budget in which the anticipated receipts 
exceed the current year's by more than 71. Further allowances are included for 
population growth exceeding 5t. The limit may be exceeded 1n the event of an 
emergency or upon voter approval.

The state budget 1s limited to the 1975-77 blenolun budget adjusted for population 
changes and Inflation. Local budgets are tied to 1979 fiscal year budgets adjusted 
for population changes and a partial Inflation allowance. The limits may be ex­
ceeded "to the extent necessary to meet situations In which there Is a threat to 
life or property."

The Increase 1n state appropriations for general governmental purposes for the 
1979-81 biennium Is limited to the growth in state personal Income In the proceeding 
two years.

The annual Increase In state appropriations is limited to 85X of the percentage 
Increase In state personal Income. The Increase 1n local revenues may not exceed 
90S of the percentage Increase In state personal Income, with further adjustrents for 
population growth allowed. The limits may be exceeded by a two-thirds vote of the 
legislative body of a unit of government.

State tax revenues can grow only as fast as the average increase In state personal 
Income over the three previous years. The limit may be exceeded by a 2/3 vote of the 
legislature.

15

NOTE: C-Constltutional. S-Statutory.

NOTE WELL: Only tlw six state actions that Placed overall limitations on local government revenues and expenditures are Included 1n this table. 
Since T970, states have imposed approximately 35 other restrictions on the ability of local authorities to raise property taxe»t

SOURCE: ACIR staff compilations based on: Coranerce Clearing House, State Tax Reporter; National Conference of State Legislatures, A Legislator^ 
Guide to State Tax and Spending Limits, March 1979.



T A B L E  I

A N N U A L  C O M P O U N D  G R O W T H  R A T E S

:

P e r i o d

1960 - 

1960 - 

1970 -

1969 -

1970 -

1980

1969

1980

1980

1979

A n c h o r a g e  G e n e r a l

C o n s u m e r  A l a s k a  F u n d

P r i c e  I n d e x  P o p u l a t i o n  A p p r o p r i a t i o n s

4.73%

1.72

7.60

7.26

7.39

2.90%

3.03

2.85

2.78

3.33

23.78%

14.40

26.40 

32.01 

14.49

G e n e r a l  F u n d  G e n e r a l  F u n d

A p p r o p r i a t i o n s  i n  A p p r o p r i a t i o n s  P e r  

C o n s t a n t  D o l l a r s  C a p i t a l  i n  C o n s t a n t  $

18.19%

12.49

17.47

23.08

6.62

14.87%

.'•9.18

14.22

19.75

3.18

P R E P A R E D  B Y :

L e g i s l a t i v e  F i n a n c e  D i v .  

5-25-81



TABLE II

Anchorage • Per Capita
Consumer General Fund General Fund
Price Index General Fund Appropriations Appropriations in

Calendar October Alaska Appropriations in Constant Dollars Constant Dollars
Year 1967-100.0 Pop. 2/ ($ millions) 3/ ($ millions)______  $_______

1960 92.0 226,167 45.9 49. 8 220
1961 92.9 238,000 52.3 56.3 236
1962 92.6 246,000 65.8 71.0 289
1963 93.3 256,000 82.9 88. 8 347
1964 93. H 263,000 79.1 84.2 320
1965 94.2 271,000 86.1 102.0 337
1966 97.9 271,000 93.8 95.8 354
1967 100.0 278,000 - 113.1 113,1 407
1968 102.6 285,000 124.1 120.9 424
1969 107.3 296,000 154.1 143.6 485
1970 111.5 302,361 314.2 281.7 932
1971 114.4 316,000 292.1 255.3 808.
1972 116.9 326,000 333.5 285.2 875
1973 123.8 332,000 379.3 306.3 923
1974 140.0 343,000 451.3 322.3 940
1975 157.4 379,000 590.3 375.0 989
1976 167.6 405,000 692.3 413.0 1020
1977 ‘ 177.3 408,000 819.1 462.0 1132
1978 194.8 1/ 411,000 1071.7 550.2 1339
1979 211. 8 406,000 1062.3 501.6 1235
1980 232.0 400,331 3270.8 1409.8 3521

1. 1970-1980 figures are Anchorage price index for urban wage earners and 
clerical employees as 'of November.

2. 1960, 1970, and 1980 figures based on April 1st census; other figures 
refer to estimated July 1st population of the U. S. Bureau of the 
Census.

3. (a). The figures are for the fiscal year following the listed calendar
year, e.g., in 1960 the fiscal year 1961 appropriations act of 
$39.8 million in general funds was signed into law.

(o) 1960-1972 figures from Governor's Budget Document; 1973-1980
figures from Free Conference Committee Report on the Budget.

(c)_ Supplemental appropriations are excluded except for a $580.8 
mill i o n  capital projects supplemental in 1980.

(d) Appropriations to the Permanent Fund and general reserve which 
are strictly for investment are excluded.

P r e pared by:
Legislative Finance
5-25-81
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H I S T O R I C A L  G R O W T H  I N  G E N E R A L  F U N D  P E R  C A P I T A  A P P R O P R I A T I O N S  

F R O M  C A L E N D A R  Y J " \ R  I 9 6 0  T O  1 9 8 0  

3 5 0 0  “T

2 8 0 0 -

2 1 0 0 “

1 4 0 0 -

7 0 0 "

I I I I

1 9 6 0  1 9 6 2  1 9 6 4  1 9 6 6  1 9 6 8  1 9 7 0  1 9 7 2  1 9 7 4  1 9 7 6  1 9 7 8  1 9 8 0  

1 9 6 1  1 9 6 3  1 9 6 5  1 9 6 7  1 9 6 9  1 9 7 1  1 9 7 3  1 9 7 5  1 9 7 7  1 9 7 9

P O P U L A T I O N

G  F  A P P R O P  C A L E N D A R  Y E A R S  *es*arc* Agenc*o . r .  H r r r c u r  . data source: Legislative Finance

P E R  C A P .  A P P R O P .



■r*y#s -MW*
:-Tc ST'***

Ik^LfVMeju,^Cfei^tcu.e - ^ s ^ c u ^ k

R E V E N U E S - E X P E N D I T U R E S

N O  G A S  L I i E  
2 5 X  P E R M A N E N T  F U N D  

( M I L L I O N S  O F  C U R R E N T  D O L L A R S )  
1 6 X  R E A L  E X P E N D I T U R E  G R O W T H  R A T E &  / # a/e>  tA ^ la -t/o n  -  £ .6 %  f lo 4 / / ) & /

G E N E R A L  F U N D  
S U S T A I N A B L E U N R E S T R I C T E D  R E V E N U E S E X P E N D I T U R E S  S U R P L U S  O R  D E F I C I T G E N E R A L  F U N D ' P E R M A N E N T  F U N D P E R M A N E N T  FUNI

FY - R E V E N U E S G E N E R A L  F U N D G E N E R A L  F U N D  
olGCdVV»W  q  b .m ®\

1 5 0 0 . 0

G E N E R A L  F U N D B A L A N C E C O N T R I B U T I O N B A L A N C E

) 81 3 3 0 . 8 3 6 0 7 . 0 2 1 0 7 . 0 1 6 7 7 . 0 1 2 6 1 . 8 1 7 9 6 . 0

- > 8 2 < 2 3 . 2  - - 5 1 9 1 . 1 ... ........ 1 9 1 4 . 0 3 2 7 7 . 1 4 9 5 4 . 1 5 5 7 . 2 2 4 4 6 . 2  —

' 83 6 3 7 . 6 6 4 3 5 . 8 2 4 4 2 . 3 3 9 9 3 . 5 8 9 4 7 . 5 6 7 9 . 3 3 2 4 8 . 7

84 8 8 8 . 0  -■ 7 6 6 0 . 5 3 1 1 6 . 3 4 5 4 4 . 2 1 3 4 9 1 . 8 8 0 7 . 1 4 2 2 3 . 6  ~

) 85 1 2 1 3 . 4 8 9 3 9 . 6 3 9 7 6 . 4 4 9 6 3 . 2 1 8 4 5 5 . 0 9 1 4 . 4 5 3 1 9 . 8

.r 86 1 5 6 6 . 9 1 0 3 2 6 . 5  ........ 5 0 7 3 . 9 5 2 5 2 . 6 2 3 7 0 7 . 6 - - - 1 0 6 8 . 5  ... - . 6 5 9 2 . 8 ----

' 87t 1 9 4 5 . 0 1 1 6 8 7 . 1 6 4 7 4 . 3 5 2 1 2 . 8 2 8 9 2 0 . 4 1 1 9 0 . 7 8 0 1 9 . 1

88 2 3 4 1 . 3 • - 1 3 1 3 3 . 7  ---- 8 2 6 1 . 2 4 8 7 2 . 5 3 3 7 9 2 . 9 1 3 2 0 . 9 9 6 0 6 . 9 - —

' 89 2 7 4 2 . 8 1 4 6 4 7 . 3 1 0 5 4 1 . 3 4 1 0 6 . 0 3 7 8 9 8 . 9 1 4 5 1 . 2 1 1 3 5 6 . 7

.90 3 1 3 0 . 5 .......... 1 5 6 2 1 . 4 1 3 4 5 0 . 6 2 1 7 0 . 8 4 0 0 6 9 . 7 1 5 2 3 . 6  - ---- 1 3 2 0 8 . 7 -----

' I ’1
3 4 5 0 . 9 1 6 1 6 9 . 7 1 7 1 6 3 . 0 - 9 9 3 . 2 3 9 0 7 6 . 5 1 5 5 5 . 5 1 5 1 1 6 . 6

1
*. 92 -.....- 3 6 4 6 . 6 ------ -  - 1 5 8 2 9 . 6  -----* 2 1 9 0 0 . 0 - 6 0 7 0 . 4  - 3 3 0 0 6 a 1 5 0 1 . 5 1 6 9 8 5 . 2  -

' 93 3 6 2 8 . 3 1 5 3 4 6 . 8 2 7 9 4 4 . 3 - 1 2 5 9 7 . 5 2 0 4 0 8 . 6 1 4 5 5 . 1 1 8 8 1 1 . 2

, 9 4 --------- 3 3 2 7 . 2  - -----------1 4 3 0 3 . 0 -------------- - 3 5 6 5 6 . 9  - - - - - - - 2 1 3 5 3 . 9  -----  - - 9 4 5 . 4 ... 1 3 7 6 . 7  ---- ----- 2 0 5 5 4 . 1 -

1
' 95 2 6 3 9 . 6 1 2 9 1 9 . 7 4 5 4 9 8 . 2 - 3 2 5 7 8 . 5 - 3 3 5 2 3 . 8 1 3 0 4 . 2 2 2 2 1 3 . 5

96 1 4 5 2 . 2  — - ......  1 1 1 2 4 . 1  ----- - 5 8 0 5 5 . 6 - 4 6 9 3 1 . 5 - 8 0 4 5 5 . 4 1 2 4 0 , 7 2 3 7 9 5 . 2  —

n 97 - 3 7 6 . 2 8 6 6 3 . 6 7 4 0 7 8 . 8 - 6 5 4 1 5 . 2 - 1 4 5 8 7 0 . 6 1 1 9 1 . 0 2 5 3 1 2 . 4

^ 9 8 -  -  - 3 0 3 0 .  9 — -- .... ...- 5 4 2 1 . 5  --- ------ 9 4 5 2 4 . 4  ...... .- - 8 9 1 0 2 . 9 .... - 2 3 4 9 7 3 . 5 --- ..... 1 1 4 2 . 3  ----- - 2 6 7 6 6 . 9  -  -

S | 99j
- 6 7 4 4 . 7 1 1 4 9 . 1 1 2 0 6 1 3 . 0 - 1 1 9 4 6 3 . 9 - 3 5 4 4 3 7 . 4 1 0 9 5 . 7 2 8 1 6 1 . 4

0 - •  - 1 1 8 1 5 . 9  •- ----- - - 4 4 8 1 .9 ....... 1 5 3 9 0 2 . 0 - 1 5 8 3 8 3 . 9 - 5 1 2 8 2 1 . 3 1 0 5 0 . 9 2 9 4 9 8 . 8  -

o n

JJL



M

I

L

L

I

0

N

S

0

F

!

9

8

1

D

0

L

L

A

R

S

G E N E R A L  F U N D  R E V E N U E S  &  O P E R A T I N G  B U D G E T  E X P E N D I T U R E S  

P R O J E C T E D  F R O M  F Y  1 9 8 1  T O  F Y  2 0 0 0

1 5 0 0 0 0  “

1 2 0 0 0 0

9 0 0 0 0

6 0 e 3 0  -

3 0 0 0 0  “

0  ■ | |

1 9 8 1  1 9 8 3  1 9 8 5  1 9 8 7  1 9 8 9  1 9 9 1  1 9 9 3  1 9 9 5  1 9 9 7  1 9 9 9

1 9 8 2  1 9 8 4  1 9 8 6  1 9 8 8  1 9 9 0  1 9 9 2  1 9 9 4  1 9 9 6  1 9 9 8  2 0 0 0

G E N . F U N D  R E V E N U E  prepared by House Research Agency
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ESTIMATED FY 82 APPROPRIATION CEILING UNDER SJR4 & HJR57

SJR4 ___________HJR57_____________

($mil GF) ($mil GF) ($mil Tot. funds) 

$4772.5 $4772.5 $5545.1

(900.0) (900,0) (900.0)

(129.4) 0 0

O1 0 0

0 0 0

0 0 0

(93.7) (93.7) (96.8)

(350.0) 0 0

0 0 0

0 0 0

0 0 0

0 0 0

0 0 0

$ 3299.4 $ 377878"“ $ 4548.3

x 1.1298 x 1.1298 x 1.1298 

$ 3727.7 $ 4269.3 $ 5138.7

DRAFT
Governor's Office

Executive Budget Book I Total FY 
81 Adjusted Authorizations Book

Exemptions

Permanent Fund Contribution 

Permanent Fund Dividends 

Loan Capitalizations 

Voter Approved Capital Projects 

Escrow Accounts 

Debt Service

Reserve for Disaster/fmergency 

User Fee Increase 

Court Orders

Transfer of Fed. Responsibility

Quarter Income from P.F.
Contributions

Two-thirds vote of Legislature 
for Disaster Needs

2
Other Possible Exemptions 

Income Tax Relief 

Native Land Claims

3
Estimated Growth Rate

Estimated FY 82 Appropriation 
Ceiling



FOOTNOTES

Assume capitalizations for loans, which will be made at Market 
Rates, are exempt from limitation of appropriation increases. 
Capitalizations for loans which will be made at interest rates 
be!ow the market rate are NOT exempt from limitation of 
appropriation increases.

The income tax relief appropriation $186.4 million and the Native 
Land Claims appropriation $292.6 million may also be considered 
possible exemption items. However, neither SJR4 nor HJR57 
specifically recognizes these items.

12.98% Growth Rate = 2.84% Av (1970-80) Pop. Increase + 10.14% Av 

1980 CPI.
NOTE: 10.14% is a weighted average of the CPI for all Urban

Consumers, based on Anchorage and Fairbanks data.
(Anchorage, population 173,992 with 1980 CPI increase of 
10.0%*, Fairbanks population 53,799 with 1980 CPI increase of 

10.6%).



T H E  L E G I S L A T U R E

lUDGZT AHD A m  COMMITTEE

FINANCE DIVISION 
POUCH WF-STA TE CAPITOL 
JUNEAU, ALASKA S98U 
PHONE: (907) ASS-3735

M E M O R A N D U M

TO: H o n o r a b l e  E d  D a n k w o r t h ,  
C o - c h a i r m a n
S e n a t e  F i n  :e C o m m i t t e e

F R O M :  • . M i l t  B a r k e  , . F i s c a l  A n a l y s t
L e g i s l a t i v e  F i n a n c e  D i v i s i o n

D A T E :  • J a n u a r y  2 2 ,  1 9 8 1

S U B J E C T :  F Y  8 2  B u d g e t  U n d e r  . P r o p o s e d .C o n s t i t u t i o n a l  L i m i t s

F o l l o w i n g  a r e  e s t i m a t e s  o f  w h a t  F Y  8 2  b u d g e t s  w o u l d  b e  p e r m i t t e d  
i f  v a r i o u s  p r o p o s e d  c o n s t i t u t i o n a l  l i m i t s ,  o n  b u d g e t  g r o w t h  w e r e  
n o w  i n  e f f e c t .

SJR. 3 b y  C o l l e t t a

T h i s  l i m i t s  g r o w t h  o f  a p p r o p r i a t i o n s ,  e x c e p t  t h o s e  f o r  c a p i t a l  

p r o j e c t s  a n d  c o n t r i b u t i o n s  to t h e  p e r m a n e n t  f u n d ,  t o • g r o w t h  o f  t h e  
e c o n o m y .  F o r  c a l e n d a r  1 9 7 9 ,  A l a s k a  p e r s o n a l  i n c o m e  g r e w  4.557*. 
A p p l i e d  t o  a n  F Y  8 1  o p e r a t i n g  b u d g e t  o f  $ 1 , 2 8 2 . 0  m i l l i o n  ( s e e  
a t t a c h e d  T a b l e  I ) ,. t h i s  w o u l d  p e r m i t  a n  F Y  82 . o p e r a t i n g  b u d g e t  o f  
$ 1 , 3 4 0 . 3  m i l l i o n .  T h e  G o v e r n o r  h a s  p r o p o s e d  a  g e n e r a l  fund° 
o p e r a t i n g  b u d g e t  o f  $ 1 , 8 2 6 . 5  m i l l i o n .

H J R  5  & _  S J R _ 4  b y j R e o u e s t  o f  t h e  G o v e r n o r

T h i s  l i m i t s  g r o w t h  o f  a p p r o p r i a t i o n s  to. i n f l a t i o n  i n . t h e  c a l e n d a r  
y e a r  p r e c e d i n g  t h e  G o v e r n o r ' s  b u d g e t . s u b m i s s i o n  p l u s . t h e  a v e r a g e  
y e a r l y  g r o w t h  i n  t h e  S t a t e ' s  p o p u l a t i o n  a s  m e a s u r e d  b y . t h e  l a s t  

t w o  f e d e r a l  c e n s u s e s .  U s i n g  the m o s t  r e c e n t  A n c h o r a g e  c o n s u m e r  

p r i c e  i n d e x  f i g u r e s  a n d  t h e  1 9 7 0  a n d  p r e l i m i n a r y  1 9 8 0  c e n s u s  d a t a ,  
t h e  p e r m i t t e d  g r o w t h  r a t e  f o r  t h e  F Y - 8 2  b u d g e t  w o u l d  b e  12.87* t o  

14.07,, d e p e n d i n g  o n  w h i c h  , o f  two A n c h o r a g e  c o n s u m e r  p r i c e  i n d i c e s  
is u s e d .



1 ) p e r m a n e n t  f u n d  c o n t r i b u t i o n s
2 ) p e r m a n e n t  f u n d  d i v i d e n d s
3 ) l o a n  f u n d  c a p i t a l i z a t i o n  ( b u t  l o an, s u b s i d i e s  a r e  l i m i t e d )
4 ) c a p i t a l  p r o j e c t s  a p p r o v e d  b y  v o t e r s
5) d e b t  s e r v i c e
6 ) d i s a s t e r  r e s e r v e  f u n d s
7 ) i n c r e a s e s  i n  s t a t e  e x p e n d i t u r e s . r e s u l t i n g . f r o m  c o u r t  

o r d e r  o r  f e d e r a l '  l a w  •
8 ) 1 / 4  o f  t h e  i n c o m e  f r o m  c o n t r i b u t i o n s  .to. t h e  p e r m a n e n t .

• f u n d  a b o v e  t h e  -25% m i n i m u m  ■

R e f e r r i n g  t o  T a b l e .  I .again, t h e  f o l l o w i n g  :FY 8 1  e x p e n d i t u r e s  w o u l d  
b e  s u b j e c t  t o  g r o w t h  . l i m i t s :' . .

O p e r a t i n g  .$ 1 , 2 8 2 . 0  • .. .'
. C a p i t a l  ••• • . .  ' 7 2 . 1

S p e c i a l  A p p r o p r i a t i o n s  6 4 . 7  .
R e n e w a b l e  R e s o u r c e s  . * 1 2 5 . 0

H B  6 0  , , •. 5 8 0 . 8
L o a n  S u b s i d i e s —  1 4 4 . 7

The limitation does not apply to:

T O T A L  $ 2 , 2 6 9 . 3

T h e  1 2 . 8 %  o r  1 4 . 0 %  g r o w t h  rates, a p p l i e d  to  t h i s  f i g u r e ,  p l u s  1 / 4  o f  
1 0 %  i n t e r e s t  o n  $ 9 0 0  m i l l i o n  excess permanent fund contributions, w o u l d  
p e r m i t  F Y  8 2  b u d g e t s  f o r  r e s t r i c t e d  e x p e n d i t u r e s  o f  $ 2 , 5 8 2 . 2  o r  

$ 2 , 6 0 9 . 5  m i l l i o n .  T h e  G o v e r n o r ’s . F Y  8 2  b u d g e t  f o r  such, i t e m s  
t o t a l s  $ 2 , 2 8 6 . 9  m i l l i o n :

O p e r a t i n g  . $ 1 , 8 2 6 . 5
L o a n  S u b s i d i e s i /  2 3 3 . 0  v-

C a p i t a l  2 2 7 . 4

T O T A L  ' $ 2 , 2 8 6 . 9

'.HJR.-4-~ b y  G a r d i n e r

T h i s  l i m i t s  g r o w t h  o f  a p p r o p r i a t i o n s ,  e x c e p t  for. a p p r o p r i a t i o n s  t o  
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January 13, 1981

T h e  H o n o r a b l e  J a l m a r  K e r t t u l a  
P r e s i d e n t  o f  t h e  S e n a t e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1  

D e a r  Mr. P r e s i d e n t :

U n d e r  art. Ill, sec. 18, o f  t h e  A l a s k a  C o n s t i t u t i o n ,  I a m  
t r a n s m i t t i n g  a p r o p o s e d  c o n s t i t u t i o n a l  a m e n d m e n t  o n  
s p e n d i n g  l i m i t a t i o n s  f o r  t h e  c o n s i d e r a t i o n  o f  t h e  
l e g i s l a t u r e .

M y  p r o p o s a l  w o u l d  a m e n d  t h e  c o n s t i t u t i o n ' s  f i n a n c e  
a r t i c l e  t o  a d d  t w o  s e c t i o n s ,  o n e  s e t t i n g  f o r t h  s p e n d i n g  
l i m i t a t i o n s  a n d  t h e  o t h e r  p r e s c r i b i n g  t e n  s p e c i f i c  
e x c e p t i o n s .  E a c h  o f  t h e  e x c e p t i o n s  is  r e a s o n a b l y  
n e c e s s a r y ,  a n d  s o m e  o f  t h e m  a r e  f o r  a p p r o p r i a t i o n s  o f  
m o n e y  t o  b e  i n v e s t e d  r a t h e r  t h a n  e x p e n d e d ,  and, t o  t h a t  
e x t e n t ,  d o  n o t  r e a l l y  i n v o l v e  a c t u a l  e x p e n d i t u r e s .

T h e  p r o p o s e d  a m e n d m e n t  l i m i t s  a n n u a l  i n c r e a s e s  i n  
a p p r o p r i a t i o n s  o f  s t a t e  m o n e y  —  b u t  n o t  o f  m o n e y  f r o m  
o t h e r ,  n o n - s t a t e  s o u r c e s  s u c h  as f e d e r a l  m o n e y  —  t o  t h e  
i n c r e a s e  i n  t h e  f e d e r a l  c o n s u m e r  p r i c e  i n d e x  f o r  A l a s k a  
f o r  t h e  p r e c e d i n g  y e a r  p l u s  a p e r c e n t  e q u a l  t o  t h e  
s t a t e ' s  a v e r a g e  y e a r l y  g r o w t h  i n  p o p u l a t i o n .

A t  t h e  p r e s e n t  t ime, t h e  o n l y  f e d e r a l  c o n s u m e r  p r i c e  
i n d e x  f o r  A l a s k a  is t h a t  d o n e  f o r  t h e  A n c h o r a g e  a r e a .  I t  
a p p e a r s  t h a t  o n e  w i l l  a l s o  b e  p r e p a r e d  f o r  F a i r b a n k s  
s o m e t i m e  s o o n .  A n d  i n d e x e s  m a y  a l s o  b e  p r e p a r e d  f o r  
o t h e r  A l a s k a n  c i t i e s  i n  t h e  f u t u r e .  T h e  i n d e x  f o r  t h e  
s t a t e  w i l l  c o n s i s t  o f  t h e  w e i g h t e d  a v e r a g e  o f  t h o s e  
i n d e x e s ,  t h a t  is, i n  p r o p o r t i o n  t o  e a c h  c o m m u n i t y ' s  
r e l a t i v e  p o p u l a t i o n .

T h e  m e a s u r e  o f  t h e  s t a t e ' s  a v e r a g e  y e a r l y  p o p u l a t i o n  
g r o w t h  is  t h e  f e d e r a l  d e c e n n i a l  c e n s u s  a n d  t h e  i n t e r i m  
r e n u m e r a t i o n  t o  b e  t a k e n  a t  f i v e  y e a r  i n t e r v a l s .  T h e  
l a t t e r ,  w h i l e  c a l l e d  f o r  b y  f e d e r a l  law, h a s  y e t  t o  b e  
f u n d e d .  N e v e r t h e l e s s ,  e v e n  w i t h o u t  a  r e n u m e r a t i o n ,  t h e  
d e c e n n i a l  c e n s u s  p r o v i d e s  a n  a c c u r a t e  m e a s u r e  o f  t h e  
s t a t e ' s  a v e r a g e  y e a r l y  g r o w t h .



T h e  u s e  o f  d a t a  p r e p a r e d  e x c l u s i v e l y  b y  t h e  U n i t e d  S t a t e s  
is d e l i b e r a t e  a n d  e s s e n t i a l .  T h e  p r e s s u r e  t o  "shape c o s t  
a n d  p o p u l a t i o n  d a t a  t o  j u s t i f y  i n c r e a s e d  e x p e n d i t u r e s  
w o u l d  b e  e n o r m o u s  i f  t h o s e  d a t a  w e r e  p r e p a r e d  b y  s t a t e  o r  
l o c a l  a g e n c i e s .  U s i n g  d a t a  d e v e l o p e d  b y  a n  i n d e p e n d e n t  
a n d  s e p a r a t e  g o v e r n m e n t  a v o i d s  t h a t  p r o b l e m  c o m p l e t e l y .

T h e s e  t w o  m e a s u r e s  o f  g r o w t h ,  w h i l e  n o t  a l w a y s  c o i n c i d e n t  
w i t h  a l l  g o v e r n m e n t a l  n e e d s ,  w i l l  a l l o w  t h e  s t a t e  t o  k e e p  
a b r e a s t  o f  m o s t  n e e d s  a n d  y e t  h o l d  g r o w t h  t o  r e a s o n a b l e  
a n d  r e s p o n s i b l e  l i m i t s .  T o  t h e  e x t e n t  t h a t  t h e  s t a t e  
s t i l l  l a g s  b e h i n d  i t s  s i s t e r  s t a t e s  i n  s o m e  a r e a s  o f  
g o v e r n m e n t a l  s e r v i c e s  a n d  f a c i l i t i e s ,  t h e  e x c e p t i o n s  
p r e s c r i b e d  b y  t h e  s e c o n d  s e c t i o n  w i l l  a l l o w  i t  t o  c a t c h  
up, i f  t h a t  is w h a t  t h e  e l e c t o r a t e  w a n t s .  E a c h  o f  t h e s e  
e x c e p t i o n s  w i l l  b e  d i s c u s s e d  i n  t u r n ,  b e l o w .

T h e  f i r s t  e x c e p t i o n  is f o r  a p p r o p r i a t i o n s  o f  m o n e y  t o  b e  
d e p o s i t e d  i n  t h e  p e r m a n e n t  fund, a n d  t h e  s e c o n d  i s  t o  p a y  
p e r m a n e n t  f u n d  d i v i d e n d s  t o  t h e  p e o p l e .  I t  i s  s e l f -  
e v i d e n t  t h a t  n e i t h e r  n e e d s  t o  b e  l i m i t e d .  T h e  t h i r d  
e x c e p t i o n  is t o  c a p i t a l i z e  l o a n  f u n d s ,  t h a t  is, 
a p p r o p r i a t i o n s  o f  t h e  m o n e y  w h i c h  w i l l  b e  l o a n e d  a n d  
r e p a i d  w i t h  i n t e r e s t  u n d e r  t h e  s t a t e ' s  l o a n  p r o g r a m s .  T o  
t h e  e x t e n t  t h a t  l o w  i n t e r e s t  l o a n s  a r e  s u b s i d i z e d ,  t h e  
a p p r o p r i a t i o n s  f o r  t h a t  p u r p o s e  m u s t  b e  s e p a r a t e ,  a n d  
t h e y  a r e  n o t  w i t h i n  t h e  t e r m s  o f  t h e  e x c e p t i o n .  T h e  
f o u r t h  e x c e p t i o n  is f o r  a p p r o p r i a t i o n s  f o r  c a p i t a l  i m ­
p r o v e m e n t s  w h i c h  h a v e  b e e n  a p p r o v e d  b y  t h e  v o t e r s .  T h i s  
i n c l u d e s  t h o s e  f u n d e d  b y  a p p r o p r i a t i o n  f r o m  t h e  g e n e r a l  
f u n d  a n d  t h o s e  f u n d e d  b y  b o n d  p r o c e e d s .  V o t e r  a p p r o v a l  
is a m u s t  f o r  t h e  a p p r o p r i a t i o n s  t o  b e  w i t h i n  t h e  
e x c e p t i o n .  B u t  i f  t h e  v o t e r s  a p p r o v e ,  t h e r e  a r e  n o  
l i m i t s  o n  a p p r o p r i a t i o n s  f o r  c a p i t a l  i m p r o v e m e n t s .

T h e  t e r m  " c a p i t a l  i m p r o v e m e n t s "  i s  u s e d  i n  t h e  a m e n d m e n t  
i n  t h e  s a m e  s e n s e  as i t  is u s e d  i n  s e c t i o n s  8 a n d  9 o f  t h e  
f i n a n c e  a r t i c l e  r e l a t i n g  t o  s t a t e  a n d  l o c a l  d e b t .  I t  
r e f e r s ,  g e n e r a l l y  s p e a k i n g ,  t o  p u b l i c  w o r k s  o r  
f a c i l i t i e s  o f  a p e r m a n e n t  c h a r a c t e r  as d e s c r i b e d  i n  t h e  
c a s e  o f  C i t y  o f  J u n e a u  v. H i x s o n ,  3 7 3  P . 2 d  7 4 3  ( A l a s k a  
1 9 6 2 ) .

T h e  f i f t h  e x c e p t i o n  is f o r  a p p r o p r i a t i o n s  m a d e  t o  e s c r o w  
a c c o u n t s  o r  o t h e r w i s e  t o  r e p a y  g e n e r a l  o b l i g a t i o n  b o n d s .  
A s  a p r a c t i c a l  m a t t e r ,  i t  m a y  b e  t o  t h e  s t a t e ' s  g r e a t  
a d v a n t a g e  a t  a n y  t i m e  t o  m a k e  a l a r g e  p a y m e n t ,  e i t h e r  
i n t o  e s c r o w  o r  d i r e c t l y ,  t o  r e p a y  o u t s t a n d i n g  g e n e r a l  
o b l i g a t i o n  b o n d s .  T h a t  k i n d  o f  a p a y m e n t  w o u l d  n o t  
c o n s t i t u t e  a t r u e  i n c r e a s e  i n  e x p e n d i t u r e s ,  a n d  i t  is, 
t h e r e f o r e ,  m a d e  o n e  o f  t h e  e x c e p t i o n s .

T h e  s i x t h  e x c e p t i o n  is f o r  m o n e y  a p p r o p r i a t e d  a s  a  
r e s e r v e  a c c o u n t  f o r  d i s a s t e r s  o f  n a t u r a l  o r  h u m a n  o r i g i n .



T h e  d e v i c e  h a s  b e e n  c a l l e d  a r a i n y - d a y  a c c o u n t ,  a n d  i t  is  
s i m p l y  a m e a n s  o f  s e t t i n g  a s i d e  a f i n a n c i a l  c u s h i o n  f o r  
t h e  s t a t e  d u r i n g  a f i s c a l  y e a r  i n  c a s e  o f  e x c e p t i o n a l  
n e e d .  A t  t h e  p r e s e n t  t i m e  t h e  R e s e r v e  f o r  E m e r g e n c y  
O p e r a t i n g  E x p e n s e s  A c c o u n t  h a s  b e e n  e s t a b l i s h e d  u n d e r  A S  
3 7 . 0 5 . 1 5 9  t o  m e e t  t h i s  n e e d .  I t  w i l l  b e  s u p e r s e d e d  b y  
t h i s  a m e n d m e n t ,  a n d  i n  o r d e r  t o  s p e n d  m o n e y  a p p r o p r i a t e d  
t o  t h e  r e s e r v e  a c c o u n t ,  t h e  p r o v i s i o n s  o f  t h e  t e n t h  
e x c e p t i o n  w i l l  h a v e  t o  b e  f o l l o w e d .

T h e  s e v e n t h  e x c e p t i o n  is f o r  m o n e y  a p p r o p r i a t e d  t o  
c o i n c i d e  w i t h  i n c r e a s e s  i n  u s e r  fees. T h e  t e r m  " u s e r  
f e e s "  i n c l u d e ?  all k i n d s  o f  t a x e s  o r  c h a r g e s  w h i c h  a r e  
l e v i e d  u p o n  t h o s e  w h o  u s e  a g o v e r n m e n t  f a c i l i t y  o r  
s e r v i c e .  T h e y  r a n g e  f r o m  h u n t i n g  a n d  f i s h i n g  l i c e n s e s  t o  
b o i l e r  i n s p e c t i o n  fees. So l o n g  as u s e r s  a r e  p a y i n g  t h e  
m o n e y ,  n o  p u r p o s e  w o u l d  b e  s e r v e d  b y  p l a c i n g  t h i s  
c a t e g o r y  w i t h i n  t h e  l i m i t a t i o n s  o n  e x p e n d i t u r e s .  N o  b i g  
i n c r e a s e s  a r e  f o r e s e e n  a t  t h i s  t i m e ,  b u t  s h o u l d  u s e r s  
w i s h  t o  h a v e  them, t h e r e  is n o  r e a s o n  t o  p l a c e  a  c o n s t i t u ­
t i o n a l  b a r  i n  t h e i r  way.

T h e  e i g h t h  e x c e p t i o n  is f o r  a p p r o p r i a t i o n s  r e q u i r e d  b y  
c o u r t  o r d e r s  o r  b y  a t r a n s f e r  o f  f u n c t i o n s  f r o m  t h e  
f e d e r a l  to t h e  s t a t e  g o v e r n m e n t .  T r a n s f e r s  f r o m  l o c a l  t o  
t h e  s t a t e  g o v e r n m e n t  a r e  w i t h i n  t h e  l e g i s l a t u r e 1s 
c o n t r o l ,  a n d  t h e r e f o r e  a r e  s u b j e c t  t o  t h e  l i m i t a t i o n .  
C o u r t  o r d e r s  —  a n d  t h a t  w o u l d  i n c l u d e  j u d g m e n t s  f o r  
d a m a g e s  o r  o r d e r s  f o r  f u t u r e  r e l i e f  —  a r e  n o t  w i t h i n  t h e  
l e g i s l a t u r e ' s  c o n t r o l  a n d  c o u l d  c a u s e  s i g n i f i c a n t ,  
t e m p o r a r y  i n c r e a s e s  f r o m  t i m e  t o  t i m e .  T h e  s a m e  c o u l d  
h a p p e n  i f  t h e  f e d e r a l  g o v e r n m e n t  w e r e , f o r  i n s t a n c e ,  t o  
s h i f t  a l l  o f  t h e  s o c i a l  s e r v i c e s  o r  e d u c a t i o n  b u r d e n  t o  
s t a t e s .  W h i l e  o n e  h o p e s  t h i s  e x c e p t i o n  w i l l  b e  l i t t l e  
u s e d ,  p r u d e n c e  d i c t a t e s  i t s  e x i s t e n c e .

T h e  n i n t h  e x c e p t i o n  is f o r  a p p r o p r i a t i o n s  o f  m o n e y  
d e r i v e d  f r o m  o n e - q u a r t e r  o f  t h e  i n c o m e  f r o m  e x t r a  
a p p r o p r i a t i o n s  m a d e  t o  t h e  p e r m a n e n t  f u n d .  T h e  p u r p o s e  
o f  t h i s  e x c e p t i o n  is t o  e n c o u r a g e  t h o s e  w h o  w o u l d  s p e n d  
m o r e  m o n e y  to  s a v e  m o r e  m o n e y .  T h e  m o r e  m o n e y  t h a t  is 
p l a c e d  i n  t h e  fund, t h e  m o r e  m o n e y  t h e r e  w i l l  b e  
a v a i l a b l e  u n d e r  t h i s  e x c e p t i o n  t o  s p e n d .

T h e  t e n t h  a n d  f i n a l  e x c e p t i o n  is f o r  n a t u r a l  d i s a s t e r s .  
A s  s a f e g u a r d s  a g a i n s t  s p u r i o u s  s p e n d i n g  u n d e r  t h i s  
e x c e p t i o n ,  t h e  d i s a s t e r  m u s t  b e  d e c l a r e d  b y  t h e  g o v e r n o r  
i n  t h e  f i r s t  i n s t a n c e  a n d  t h e  a p p r o p r i a t i o n  b i l l  m u s t  b e  
p a s s e d  b y  a t w o - t h i r d s  m a j o r i t y  o f  t h e  m e m b e r s h i p  o f  e a c h  
h o u s e  a n d  a p p r o v e d  b y  t h e  g o v e r n o r .  I f  t h e  g o v e r n o r  d o e s  
n o t  a p p r o v e  t h e  a p p r o p r i a t i o n  o r  v e t o e s  i t  t o  r e d u c e  o r  
s t r i k e  a n y  item, h i s  v e t o  is  f i n a l .  T h e  p u r p o s e  o f  t h e  
a b s o l u t e  v e t o  i s  to  p r e c l u d e  a n y  e x c e s s  s p e n d i n g  o n  n o n -  
e m e r g e n c y  i t e m s  i n  a b i l l  a p p r o p r i a t i n g  m o n e y  f o r
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d i s a s t e r  r e l i e f .  W i t h o u t  a n  a b s o l u t e  v e t o ,  t h i s  e x ­
c e p t i o n  w o u l d  c r e a t e  a n  u n a c c e p t a b l y  l a r g e  l o o p h o l e .

T h e  p r o p o s e d  a m e n d m e n t  is c o n s e r v a t i v e ,  r e s p o n s i b l e ,  a n d  
w o r k a b l e .  It w i l l  n o t  h o b b l e  t h e  s t a t e  o r  p r e v e n t  t h e  
p e r f o r m a n c e  o f  a n y  n e e d e d  g o v e r n m e n t a l  f u n c t i o n .  I t  w i l l  
s e t  l i m i t s  w h e r e  t h e y  a r e  n e e d e d ,  a n d  i t  w i l l  n o t  s e t  
l i m i t s  w h e r e  t h e y  a r e  n o t  n e e d e d .  I t  w i l l  b e  g o o d  f o r  
b o t h  t h e  p r i v a t e  s e c t o r  a n d  t h e  p u b l i c  s e c t o r ,  a n d  I u r g e  
i t s  f a v o r a b l e  c o n s i d e r a t i o n .

S i n c e r e l y ,

s  / j s

J a y  S. H a m m o n d  
G o v e r n o r
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