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activ ity ;

WORK DRAFT 1-LS1177U

(3) the  n a m e  o f  a  d ep a r tm en t  em p lo y e e  w h o  is re sp o n s ib le  fo r  the 

ac tiv ity  an d  f ro m  w h o m  add itional in fo rm a tio n  ab o u t  the  ac tiv i ty  m a y  b e  ob ta ined .

Sec. 44.64.030. Transmittal and publication of list, (a) T h e  co m m is s io n e r  

o f  e a ch  d e p a r tm e n t  sha l l  p rom ptly  transm it  a  co p y  o f  the  l is t  p re p a re d  b y  the 

d e p a r tm e n t  u n d e r  A S  4 4 .6 4 .0 1 0  to the  leg is la tu re  a n d  m a k e  the  lis t  av a i la b le  to  the 

pub lic .

(b) T o r  e a ch  l is t  p rep a red  by a  d ep a r tm en t ,  th e  d i re c to r  o f  th e  o ff ic e  o f  

m a n a g e m e n t  and  b u d g e t  sha ll  p ro m p tly  pub lish  in the  A la s k a  A d m in is t r a t iv e  Jo u rn a l  

a  no t ice  that  the  lis t  is ava ilab le  to  the public .

(c) If ,  as a  re su lt  o f  a  ch a llen g e  m a d e  u n d e r  A S  4 4 .6 4 .0 4 0 ,  a  d ep a r tm en t  

c h a n g es  a  lis t  a f te r  a  no tice  is p u b lish ed  u n d e r  (b) o f  this sec tion ,  th e  d e p a r tm e n t  that 

p re p a re d  the  l is t  sh a l l  p ro m p tly

(1) t ra n s m it  a copy  o f  the ch a n g e  to  the  leg is la tu re  a n d  m ak e  the 

ch a n g e  av a ilab le  to  the  pub lic ;  an d

(2) p u b l ish  in the  A lask a  A d m in is tra t iv e  Jo u rn a l  a  n o t ice  tha t  the 

c h a n g e  is av a ilab le  to  the public .

S ec .  44.64.040. Challenge and appeal, (a) A n  in te re s te d  p e rso n  m ay  

c h a l le n g e  the in c lus ion  o r  om ission  o f  an ac tiv ity  on a  list by  f i l ing  w ith  the 

d ep a r tm en t  that  p rep a red  the list a  written notice s ta ting  the p e r s o n ’s ch a llen g e  an d  the 

re a so n s  fo r  th e  ch a llen g e .  A  cha llenge  m ust  be  filed w ith  th e  d e p a r tm e n t  w ith in  30 

days  a f te r  p u b l ic a t io n  o f  the no tice  u n d e r  A S  4 4 .6 4 .0 3 0 (b )  o r  (c )(2),  as ap p licab le .

(b) W ith in  28  days  after a  departm ent receives  no t ice  o f  a  c h a l le n g e  u n d e r  (a) 

o f  th is  sec tio n ,  a d e p a r tm e n t  em p lo y ee  ap p o in ted  by the  d e p a r tm e n t ’s c o m m is s io n e r  

sha ll  d ec id e  w h e th e r  to  re ject  o r  upho ld  the ch a llen g e  an d  sha l l  t ran sm it  a  no tice  o f  

th e  dec is ion  to  the p e rso n  w h o  filed the notice. T h e  no tice  m u s t  inc lude  th e  dec ision , 

an  ex p lan a t io n  o f  the  reaso n s  for the decision, and  an ex p lan a t io n  o f  the p a r ty ’s right 

to  appeal  u n d e r  (c) o f  this section.

(c) A n  interested  person  m ay  appeal an adverse decision m ad e  by a  departm ent 

u n d e r  (b) o f  this section . T h e  appeal m ust be filed with the d ep a r tm en t  w ith in  10 days 

a f te r  the  p e rso n  re ce iv es  the no tice  o f  the dec ision .
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(d) W ith in  10 d ay s  after a  d ep a r tm en t  rece ives  an  ap p ea l  o f  a  d ec is io n  u nder

(c) o f  th is  sec t io n ,  the co m m iss io n e r  o f  the d e p a r tm e n t  sha ll  d ec id e  th e  appeal and  

shall t ra n s m i t  to th e  p e rso n  su b m itt in g  the appeal  a  no t ice  o f  the  d ec is io n  on  the 

ap p ea l ,  in c lu d in g  an  ex p lan a tio n  o f  the ra tiona le  fo r  the dec is ion .

(e) A  ch a lle n g e  a n d  an appeal u n d e r  th is  sec tio n  are  n o t  su b jec t  to  A S  4 4 .6 2  

(A d m in is t ra t iv e  P ro c e d u re  Act) .

Sec. 44.64.050. Review of list. W ith in  a  re a so n ab le  t im e  a f te r  a  list  is 

p u b l i s h e d  u n d e r  A S  4 4 .6 4 .0 3 0 (b )  o r  (c)(2), th e  c o m m is s io n e r  o f  the  d e p a r tm e n t  that 

p re p a re d  th e  lis t  sha ll  rev iew  the activ it ies  on  th e  list.

Sec. 44.64.060. Procurement of listed activity, (a) F o r  the  p u rp o se  o f  

d e te rm in in g  w h e th e r  to co n trac t  w ith  a  p r iv a te  p e rso n  to p e r fo rm  a  l is te d  activity , 

w h e n  a  d e p a r tm e n t  co m p a re s  its cos ts  o f  p e r fo rm in g  the ac tiv ity  w ith  th e  cos ts  o f  

co n trac t in g  with a  p rivate  person  to perfo rm  the activity, the dep a r tm en t  sha ll  consider  

all o f  the realistic  an d  fair costs  o f  the activity. In  this subsec tion , "costs"  includes the 

q u a l i ty  a s s u ra n c e  co s ts ,  the  cost  to techn ica l ly  m o n i to r  p e r fo rm a n c e  o f  thi ctivity, 

l iab i l i ty  in su ran c e  cos ts ,  the cos t  o f  em p lo y ee  re t i rem en t  an d  d isab il i ty  b en e f i ts ,  and 

o th e r  o v e rh e a d  costs .

(b) W h e n  a dep a r tm en t  dec ides  to ob ta in  a  p r iv a te  p e rso n  to p e r fo rm  a listed 

ac tiv i ty ,  the  d e p a r tm e n t  shall use com p e t i t iv e  sea led  b id d in g  u n d e r  A S  3 6 .3 0 .1 0 0  - 

3 6 .3 0 .1 9 0  o r  co m p e t i t iv e  sea led  proposa ls  u n d e r  A S  3 6 .3 0 .2 0 0  - 3 6 .3 0 .2 7 0  to p rocure  

the co n tra c t  w ith  the person  to perfo rm  the listed activity , u n le ss  a  l a v  o th e r  than this 

ch a p te r  o r  A S  3 6 .3 0  req u ires  that an o th e r  m e th o d  be  u sed  fo r  the p ro c u re m e n t .

Sec. 44.64.090. Detlnitions. In this chap te r ,  u n less  the c o n te x t  ind icates  

o th e rw ise ,

(1) "d ep a r tm en t"  m ean s  a  d ep a r tm en t  l is ted  u n d e r  A S  4 4 .1 7 .0 0 5 ,  but 

d o es  n o t  in c lu d e  a  p u b l ic  co rpora t ion  located  in the d ep a r tm en t ;

(2) " in te res ted  person" m ean s

(A ) a private  person  w ho

(i) is an ac tua l o r  p ro sp ec t iv e  b id d e r  o r  o f fe ro r  fo r  a 

co n tra c t  to p erfo rm  the activ ity ; and

(ii) has  a d irec t  e c o n o m ic  in terest  in p e r fo rm in g  the

1-LS1177VA
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a c tiv i ty  that  w o u ld  be  adverse ly  a ffec ted  by  a  d e te rm in a tio n  n o t  to 

p ro c u re  the p e r fo rm a n c e  o f  the ac tiv ity  f ro m  a  p r iv a te  p e rso n ;

(B ) a  rep resen ta tive  o f  a bus iness  asso c ia t io n  o r  p ro fe ss io n a l  

assoc ia tion ,  i f  the  assoc ia tion  includes as m em b ers  p r iv a te  p e rso n s  re fe rred  to 

in  (A ) o f  th is  p a rag rap h ;

(C ) an em p lo y ee  o f  an organization within the  d ep a r tm en t  i f  the 

e m p lo y e e  o r  th e  o rg an iza t io n  is an actual o r  p ro sp ec t iv e  p e r fo rm e r  o f  the 

activ ity ; o r

(D ) the h e a d  o f  a  lab o r  organ iza tion  tha t  in c lu d es  w ith in  its 

m e m b e r s h ip  em p lo y ee s  re fe rred  to  in (C ) o f  th is  p a ra g ra p h ;  in this 

su b p arag rap h ,  " labor organ ization"  m eans  a  nonprofit  o rg a n iz a t io n  e s tab l ish ed  

w ho lly  o r  p a r t ly  to  barga in  co llec tive ly  o r  deal w ith  em p lo y e r s ,  in c lu d in g  the 

sta te ,  c o n c e rn in g  g r iev an ces ,  term s, o r  cond it ions  o f  e m p lo y m e n ts  o r  o th e r  

m u tua l  a id  o r  p ro tec t io n  in connec tion  w ith  em ployees ;

(3) "list" m ean s  a lis t  p repared  u n d e r  A S  4 4 .6 4 .0 1 0 ;

(4) "listed activity" m eans  an activity included on  a  list p rep a red  u n d e r  

A S  4 4 .6 4 .0 1 0 ,  in c lu d in g  an ac tiv i ty  added  af te r  a cha llenge  u n d e r  A S  4 4 .6 4 .0 4 0 .

WORK DRAFT 1-LS1I77\A
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R E P L Y  T O  V A L E S K O

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

b e  i n c u r r e d  b y  e m p l o y e e s  i m p a c t e d  b y  p r i v a t i z a t i o n . ”

a .  T h e  s t a t u t e  e s t a b l i s h e d  t h e  m i s s i o n .  I t  w a s  t o  f i n d  w a y s  t o  

p r i v a t i z e  o r  e l i m i n a t e  g o v e r n m e n t  s e r v i c e s .  I t  w a s / n o ) :  t o  

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

p r i v a t i z a t i o n  p r o p o s a l s  t h a t  w e r e n ’t  e v e n  s u g g e s t e d  y e t .

T h i s  c o m p l a i n t  p u t s  t h e  c a r t  b e f o r e  t h e  h o r s e .  Y o u  h a v e  t o  

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

i m p a c t  o n  e m p l o y e e s  o r  a n y o n e  e l s e .  B u t ,  a s  a  m a t t e r  o f  

f a c t ,  t h e  b i b l i o g r a p h y  a n d  t h e  C o m m i s s i o n ’ s  w e b  s i t e  

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

p r i v a t i z a t i o n  o n  g o v e r n m e n t  e m p l o y e e s .

b .  T h e r e  i s  a n  o r g a n i z a t i o n  s p e c i f i c a l l y  d e s i g n e d  t o  h e l p  s t a t e  

e m p l o y e e s  i m p a c t e d  f r o m  p r i v a t i z a t i o n .  I t ’ s  c a l l e d  t h e  

A F L - C I O  o f  w h i c h  L o c a l  7  .1 ' s  p a r t .  D o e s  a n y o n e  d o u b t  

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

o r  a n y t h i n g  e l s e  t h a t  g o e s  o n  i n  t h e  C a p i t o l ?  O n  a n y  g i v e n  

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

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

3-I°i /od



g r o u p ,  i n c l u d i n g  t h e  o i l  i n d u s t r y .  I t  b e g s  c r e d i b i l i t y  t h a t  

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

c .  T h e  P r i v a t i z a t i o n  C o m m i s s i o n  w a s  d e s i g n e d  t o  g e t  i n p u t  

f r o m  o r d i n a r y  p e o p l e  i n  a l l  w a l k s  o f  l i f e  w h o  a r e n ’ t  

n e c e s s a r i l y  p o l i t i c a l  i n s i d e r s .  W e  a c c o m p l i s h e d  t h i s .  O n e  

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

s u b c o m m i t t e e s  t h a n  a n y  o t h e r  w a  5 O r g a n i z e d  L a b o r .

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

c h a i r m e n  a n d  t h e i r  s t a f f .  “

a .  T r u e .  W h o  e l s e  w a s  s u p p o s e  t o  d o  i t .  W e  p u t  o u t  w o r d  t o  

t h e  p r e s s ,  a n d  t h r o u g h  o r g a n i z a t i o n s  l i k e  t h e  C h a m b e r ,  t h e

A l a s k a  B a r  A s s o c i a t i o n  a n d  O R G A N I Z E D  L A B O R .

B a s i c a l l y ,  w e  t o o k  a l l  c o m e r s .  N o  o n e  w a s  d e n i e d ,  

p a r t i c i p a t i o n  i n  t h e  s u b c o m m i t t e e . A f t e r  s o m e  s u b c o m m i t t e e s  

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

p e o p l e  t o w a r d  t h o s e .

3 .  “ P a r t i s a n  p o l i t i c s  a p p e a r e d  t o  h a v e  p l a y e d  a  m a j o r  r o l e  i n  t h e  

s e l e c t i o n  p r o c e s s . ”



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

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

a n y o n e .  W e  t o o k  a l l  c o m e r s !  P E R I O D .

4 .  C o m m i s s i o n  m e m b e r s  w e r e  a s k e d  f o r  t h e i r  c h o i c e  o f  

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

w e r e  i g n o r e d  a n d  t h e  C o - c h a i r s  a s s i g n e d  t h e m  t o  o t h e r  

s u b c o m m i t t e e s .

a .  A c t u a l l y ,  t h e  c o - c h a i r s  h a d  n o t h i n g  t o  d o  w i t h  t h e  

c o m m i s s i o n e r s ’ s u b c o m m i t t e e  a s s i g n m e n t s . • ‘s S ^ a s k e d  e a c h  

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

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

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

a n o t h e r  s u b c o m m i t t e e  t h a t  t h e y  d i d n ’ t  a s k  f o r .  I  a s s i g n e d  t h e  

c o - c h a i r s  t o  w h a t  w a s  l e f t  o v e r .

5 .  O n e  v o l u n t e e r  w a n t e d  t o  b e  D M V A  s u b c o m m i t t e e  c h a i r  b u t  w a s  

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

a .  T h i s  i s  t r u e .  I  o r i g i n a l l y  t h o u g h t  w e  w o u l d  n o t  h a v e

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



b i g .  I  r e c o m m e n d e d  t o  t h e  c o m m i s s i o n  t h a t  w e  s k i p  

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

D M V A  a n d  o t h e r  g o v e r n m e n t  b r a n c h e s  l i k e  t h e  

U n i v e r s i t y ,  t h e  C o u r t  S y s t e m ,  a n d  t h e  L e g i s l a t u r e .  T h e  

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

a l l  d e p a r t m e n t s .  R e p .  C o w d e r y  t o l d  m e  h e  p a r t i c u l a r l y  

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

f o r  i g n o r i n g  o u r  o w n  b r a n c h .  S o ,  D M V A  w a s  c r e a t e d  i n  

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

w a n t e d  t o  b e  D M V A  c h a i r  w a s  b y  t h a t  t i m e  a l r e a d y  

a p p o i n t e d  t o  b e  t h e  c h a i r  o f  t h e  D e p t ,  o f  L a b o r  

s u b c o m m i t t e e .  S h e  i s  a n  o f f i c e r  i n  L o c a l  7 1 .

. “ C o n f l i c t s  o f  i n t e r e s t  a b o u n d e d  . . .  C o n t r a c t o r s ,  c o n s u l t a n t s ,  a n d  

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

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

s h e e t s . ”

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

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

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

h a n d  a n d  h a r d .  Y o u  c a n ’ t  h a v e  o n e  w i t h o u t  t h e  o t h e r .  I n  o u r  

s y s t e m  o f  g o v e r n m e n t ,  y o u  a r e  s u p p o s e  t o  b e  a b l e  t o



a d v o c a t e  f o r  y o u r  o w n  s e l f  i n t e r e s t .  I t ’ s  y o u r  p a t r i o t i c  d u t y  t o  

d o  s o .  W e  e s t a b l i s h  g o v e r n m e n t a l  i n s t i t u t i o n s  l i k e  l e g i s l a t i v e  

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

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

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

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

o f f i c i a l s ,  a n d  v o l u n t e e r s  w h o  c r i t i q u e  g o v e r n m e n t ^ u n d e r  t h e  

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

t e n e t  o f  d e m o c r a c y .

b .  A n o t h e r  p e r s p e c t i v e  o n  c o n f l i c t  o f  i n t e r e s t  i n  t h e  

P r i v a t i z a t i o n  C o m m i s s i o n  p r o c e s s  i s  t o  v i e w  t h e  m u l t i ­

l e v e l s  o f  s t e p s  i n v o l v e d  i n  i m p l e m e n t i n g  a  p r i v a t i z a t i o n  

p r o p o s a l .  F i r s t ,  a n y  i n d i v i d u a l  w h o  h a s  a  s e l f  i n t e r e s t  m u s t  

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

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

P r i v a t i z a t i o n  C o m m i s s i o n  m u s t  c o n c u r  w i t h  t h e  p r o p o s a l .  

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

t h e  g o v e r n o r .  C h e c k s  a n d  b a l a n c e s  a r e  a l s o  a  t e n e t  i n  o u r  

s y s t e m  o f  g o v e r n m e n t  a n d  t h e  P r i v a t i z a t i o n  C o m m i s s i o n  

p r o c e s s  h a s  p l e n t y  o f  t h e m .



c .  N o t w i t h s t a n d i n g  t h i s ,  w e  h a d  a  C o r r e c t i o n s  S u b c o m m i t t e e  

c h a i r m a n  w h o  w a s  e m p l o y e d  b y  C o r n e l l  C o r r e c t i o n s .  I  d i d n ’ t  

k n o w ,  a n d  I  s t i l l  d o n ’ t  k n o w  w h a t  r o l e  C o r n e l l  C o r r e c t i o n s  

p l a y s  o r  m i g h t  p l a y  a s  a  C o r r e c t i o n s  c o n t r a c t o r  f o r  t h e  S t a t e .  

B u t ,  h e a r i n g  o f  t h e  p e n d i n g  c o n t r o v e r s y ,  a n d  t r y i n g  t o  p r o t e c t  

t h e  C o m m i s s i o n ’ s  w o r k  f r o m  i r r e l e v a n t  s i d e  i s s u e s ,  I  a s k e d  

t h a t  c h a i r p e r s o n  t o  s t e p  d o w n .  H e  d i d  s o  g r a c i o u s l y .  I  w i s h  

t h e  c o m p l a i n a n t  w o u l d  h a v e  s a i d  t h a n k  y o u .  B u t ,  i n s t e a d ,  i t  

s e e m s  l i k e  t h e y  w a n t  t o  h a n g  o n  t o  t h e i r  g r i p e s  e v e n ,  w h e n  

t h e y ’r e  w r o n g ,  a n d  e v e n  w h e n  w e  r e m o v e d  t h e  c a u s e .
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C O M M O N W E A L T H
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A Cornerstone for Fiscal Certainty

SU M M A R Y  O F P R O PO SA LS A N D  R E C O M M E N D A T IO N S
1. THE EARNINGS OF THE PERMANENT FUND MUST BE 

CONSIDERED PART OF ALASKA'S TOTAL FISCAL PACKAGE.
Perm anent Fund earnings m ust be considered part of a total state fiscal 
package that includes getting the most from money spent for state 
government. This includes establishing performance m easures, 
maximizing efficiency, elim inating redundancies, scrutinizing the 
validity and existence of program s, shifting costs to local governm ents 
where appropriate, and investing enough to manage commonly 
owned resources effectively.

Other fiscal tools that need to be employed are: enhancing the returns 
on other state owned assets, use of the Constitutional Budget Reserve 
(CBR), use of untapped bonding capacity for capital projects, an income 
or a sales tax, and more direct user fees for services.

2. THE PRINCIPAL OF THE PERMANENT FUND SHOULD REMAIN 
FULLY PROTECTED AGAINST INFLATION. The principal (the 
corpus) of the Perm anent Fund should be fully protected by 
preservation of the principal. It can be maintained and protected from 
inflation by asset allocation and use of an endowm ent concept.

3. THE PERMANENT FUND DIVIDEND PROGRAM SHOULD 
CONTINUE. The current individual Perm anent Fund Dividend 
Program should continue, using a portion of the Perm anent Fund's 
earnings. The Perm anent Fund Dividend should not be capped at any 
particular level, but 40% of the earnings of the Perm anent Fund should 
be devoted to individual dividends.

4. THE EARNINGS OF THE PERMANENT FUND SHOULD BE USED 
TO SUPPORT GOVERNMENT AND FOR THE OTHER USES 
OUTLINED BELOW. The biggest single departure from current 
practice is that Commonwealth N orth recommends using 30% of 
Perm anent Fund earnings derived from an endowm ent concept to 
support state government and for additional purposes as outlined 
below. This 30% should be funneled through the Constitutional 
Budget Reserve account.

Permanent Fund Earnings Phase II— A Cornerstone for Fiscal Certainty May 1999
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5. CREATE A COMMUNITY DIVIDEND PROGRAM. 20% of the 
Perm anent F und’s earnings should be used to provide a m eans for 
local com m unities to meet capital needs. The closer that decisions can 
be brought to the people involved, the more efficient and responsive 
those decisions will be. Creation of a Community Dividend Program 
w ould m eet this policy objective.

6. SUPPORT STATEWIDE CAPITAL NEEDS. 10% of the Perm anent 
Fund's earnings should be used to fund statewide capital needs and 
deferred m aintenance that provide and m aintain infrastructure to 
support economic sustainability and growth.

Permanent Fund Earnings Phase II— A Cornerstone for Fiscal Certainty May 1999
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N O R T H

P e r m a n e n t  F u n d  E a r n i n g s — P h a s e  I I  

A Cornerstone for Fiscal Certainty
INTRODUCTION

To date, the earnings of the Alaska Perm anent Fund have had no clearly 
defined public purpose beyond the personal dividend program . For the first 
time since the Perm anent Fund 's inception, current general fund revenues 
are insufficient to balance the general fund budget. The balance in the 
Constitutional Budget Reserve (CBR) is adequate for about three years of 
supplem ental funding  governm ent at current levels.

The time has come to face this major fiscal issue.

This study addresses appropriate public purposes and uses of Perm anent 
Fund earnings. So far, the only significant uses of Perm anent Fund earnings 
have been preservation of capital through inflation proofing, and economic 
stim ulus through the individual Perm anent Fund Dividend.

Commonwealth N orth  agrees in principle w ith these established uses, but 
goes further by taking a broad long-term view as to how  they should fit into 
the total fiscal picture of the state. The biggest single departure from current 
practice is that Com m onw ealth N orth is recom m ending using Perm anent 
Fund earnings to create revenue stability for Alaska.

Earnings available from the Perm anent Fund will be defined as 5% of the 
five-year trailing average of the total value of the Perm anent Fund. Only 
earnings will be expended. The corpus will rem ain untouched w ithout a 
vote of the people, as specified in the Constitution.

In this concept, the Perm anent Fund is defined as the total of all subaccounts 
within the overall Perm anent Fund umbrella, w ith the exception of sufficient 
earnings reserve account to m aintain the 5% earnings distribution. These 
subaccounts include the current corpus plus unrealized gains, realized gains, 
and a portion of the earnings reserve account. As of the date of this report, 
the aggregate of these subaccounts equals about $26 billion. The value of 
these accoun t will be protected against inflation by financial earnings 
produced by sound investm ent policy, asset allocation, and m anaging the 
aggregated subaccounts as one integrated portfolio to be maximized for long­
term returns.

The current corpus of the Perm anent Fund, increased by the addition of 
unrealized gains, realized gains, and a portion of the earnings reserve 
account, will continue to be Constitutionally protected. This enlarged corpus 
will further be increased by Constitutionally m andated resource revenues,
Perm anent Fund Earnings Phase II—A C ornerstone for Fiscal C ertainty M ay 1999
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and additional annual discretionary deposits m ade by the Legislature from 
the earned surplus in excess of w hat is required to fund the annual 
endow m ent.

In the past, Perm anent Fund m arket returns exceeded the 5% earnings 
distribution as outlined above. Historic real Perm anent Fund earnings of 
7.6% have been sufficiently in excess of the 5% distribution to accomplish this 
goal.

The Legislature has the Constitutional authority already to allocate and spend 
Perm anent Fund earnings. Hence, no vote of the people is required for such 
expenditures.

In sum m ary, Com m onw ealth N orth recommends that Perm anent Fund 
earnings are best used to fund necessary government and sustain economic 
growth in Alaska. This can be accommodated by using earnings to:

• Protect the value of the fund through preservation of principal

• Continue the individual Perm anent Fund Dividend (PFD) which builds 
private sector economics through per capita expenditures.

• Institute a Com m unity Dividend Program which will provide a better 
m eans for local comm unities to meet capital needs. The closer that 
decisions can be brought to the people involved, the more efficient and 
responsive those decisions will be.

• Support statewide needs for infrastructure to support economic 
sustainability and growth.

• Supplem ent other state revenues to provide for general governm ent 
operations.

• Provide underw riting support for bonding capacity of the State of Alaska.

Perm anent Fund earnings m ust be considered part of a total state fiscal 
package that includes, in order of priority:

• Getting the m ost from m oney spent for state governm ent. This includes 
establishing perform ance measures, maximizing efficiency, elim inating 
redundancies, scrutinizing the validity and existence of program s, shifting 
costs to local governm ents where appropriate, and investing enough to 
m anage commonly ow ned resources effectively.

• Enhancing the returns on other state assets as outlined in the October, 1998 
Com m onwealth N orth study "Alaska's Asset Portfolio: M anaging for 
M axim um  R eturn."

Permanent Fund Earnings Phase II— A Cornerstone for Fiscal Certainty May 1999
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• Allocation of som e Perm anent Fund earnings: to pay  the costs of 
governm ent, for a Com m unity Dividend Program , and to bolster the 
statewide capital budget.

• Prudent use of the Constitutional Budget Reserve (CBR) as a vehicle 
through w hich Perm anent Fund earnings allocations are funneled to 
support the general fund budget.

• Use of untapped bonding capacity for capital projects within appropriate 
debt m anagem ent guidelines.

• More direct user fees for services.

• Institute income or sales taxes only when all of the above are not sufficient 
to balance the budget.

The time to act is now. The aforementioned issues are w ithin the 
Constitutional authority  of the Legislature and the Governor to act, and 
should be im m ediately im plem ented.

The study group's purpose

In September 1998 this study group’s purpose was defined to recommend 
appropriate uses for Perm anent Fund earnings. However, a workable 
earnings distribution cannot be addressed w nhout looking at the total state 
fiscal picture. A prim ary assum ption is that economic grow th is not only a 
fundam ental purpose of governm ent, but it is also indispensable for Alaska's 
long-term prosperity.

The study group's process

Upon receiving its direction from the board, a group of 25 m en and women 
met weekly from October, 1998 to April, 1999.

Meetings included in-person interviews with a w ide range of resource people 
who were well-informed about the history and practice of the Perm anent 
Fund. These people include (in alphabetical order): Commissioner of 
Revenue W ilson Condon, Dr. Scott Goldsmith of UAA's I.S.E.R., Senator 
Rick Halford, form er Governor Jay Ham m ond, form er Governor W alter 
Hickel, Roy H uhndorf, Julie Kitka, Steve Rieger, Clem Tillion, Nancy Bear 
Usera, and Eric W ohlforth.

In addition to this strong resource base, many Com m onw ealth N orth 
members subm itted suggestions. Newspaper and m agazine articles, and 
position papers were studied and analyzed. Legislators w ere consulted. In 
short, the study group actively solicited input from a w idely diverse group of

Permanent Fund Earnings Phase II— A Cornerstone for Fiscal Certainty May 1999
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knowledgeable sources. From this large volume of inform ation, the  study 
group crafted an approach and, in an interactive dialogue w ith the 
Com monwealth N orth board of directors, forged a consensus on key points.

Background

Alaska is faced w ith a paradox. On the one hand, the projected state budget 
has a billion dollar annual shortfall that is prom pting a search for additional 
sources of revenue through taxes—either income or sales. O n the other 
hand, the $25+ billion Perm anent Fund is paying out personal dividends that 
could elim inate the shortfall. Diversion of the dividend from  personal to 
collective use could solve the problem from a purely financial po in t of view. 
However, in practical terms, the situation is more complicated.

The Alaskan public has developed a fierce loyalty to the Perm anent Fund 
Dividend (PFD). No public official has yet felt comfortable w ith the concept 
that Perm anent Fund earnings be appropriated w ithout a vote of the people. 
This political reality overshadows any discussion of public purposes for 
Perm anent Fund earnings.

Any recom m endation that does not w in either tacit or overt public support is 
likely politically doomed. The fierce loyalty of the public to the Perm anent 
Fund m ay overshadow any proposal to alter the Perm anent Fund in any 
election, notw ithstanding the need to do so. As such, the study group and 
board of directors have m ade recommendations that are politically pragmatic 
and represent sound public policy.

We ha,re been quite specific in recommending allocation of Perm anent Fund 
earnings.
What is crafted herein is a recommendation for using the earnings of the 
Perm anent Fund for public purposes beyond simply a personal dividend.

Need for immediate action

Use of Perm anent Fund earnings m ust be addressed imm ediately:

a. W aiting until the entire Constitutional Budget Reserve is depleted 
will severely limit options, reduce income generated by the CBR, 
and lead to severe short-term cash flow problem s in three to four 
years.

b. We have an imm ediate political crisis, no t an im m ediate fiscal 
crisis. With, approximately $28 billion in liquid reserves, and a $1 
billion annual revenue shortfall (3.6% of liquid reserves), Alaska 
has the tools to solve its financial problems. H ow ever, the political 
crisis, if unresolved, could lead to a fiscal crisis.

Permanent Fund Earnings Fhase II— A Cornerstone for Fiscal Certainty May 1999
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c. W hile short and intermediate term cash m anagem ent issues m ust 
be addressed immediately, it is im portant to not lose sight of long­
term asset managem ent and policy goals. It is just as im portant to 
m aintain and enhance the wealth of Alaska as it is to balance the 
state 's checkbook.

Total fiscal package

Perm anent Fund earnings m ust be considered part of a state fiscal package 
that includes, in order of priority:

a. Getting the m ost from money spent for state governm ent. This 
includes establishing performance m easures, m axim izing efficiency, 
elim inating redundancies, scrutinizing the validity and existence of 
program s, shifting costs to local governm ents w here appropriate, 
and investing enough to manage commonly owned resources 
effectively. Appropriate tools to encourage and rew ard efficiency 
are still largely absent from Alaska's laws. Spending cuts m ust be 
part of any solution to the state's fiscal gap, but cannot close the gap 
by themselves. Non-need based program s that are widely seen as 
wasteful or of little value other than for their beneficiaries should 
be ended as quickly as possible.

b. Enhancing the returns on other state assets (as outlined in the 
October, 1998 Commonwealth North study "Alaska's Asset 
Portfolio: M anaging for Maximum Return.") This additional 
revenue can be-.ome a significant part of the state's financial picture.

c. Use of the Constitutional Budget Reserve (CBR). U nder guidelines 
established by the Legislature, use available funds in the CBR in 
conjunction w ith the use of Perm anent Fund earnings a n d /o r  taxes 
for general governm ent purposes.

d. Use of som e Permanent Fund earnings to pay the costs of 
governm ent is required under any workable solution to the state 
fiscal gap.

e. Use of untapped bonding capacity for capital projects within 
appropriate debt management guidelines.

f. Even w ith a significant reduction in state spending, more direct 
user fees for services, and use of Perm anent Fund earnings, there 
will rem ain a need to generate additional revenue through a 
statewide general tax such as a sales tax or personal income tax at 
some point in the future. Instituting an income or sales tax should 
be the last resort for additional revenues.

Permanent Fund Earnings Phase II— A Cornerstone for Fiscal Certainty May 1999
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Com m onwealth N orth  considers the following to be beneficial public 
priorities of the Perm anent Fund:

a. Presprvation of principal. The value of the Perm anent Fund m ust 
a t least stay even w ith inflation to m aintain its purchasing power. 
This includes the corpus, the earnings reserve account, and 
unrealized gains.

b. Remain a vehicle for converting income from non-renewable 
natural resource w ealth into renewable financial wealth.

c. Build private  sector economics through per capita expenditures. 
The practical implementation of this policy is continuation of the 
indiv idual Perm anent Fund Dividend (PFD).

d. Provide a means for local communities to meet their capital needs. 
The closer that decisions can be brought to the people involved, the 
m ore efficient and responsive those decisions will be. Creation of a 
Com m unity Dividend Program would m eet this policy objective.

e. Support state-wide capital needs that provide infrastructure to 
support economic sustainability and growth.

f. Supplem ent other revenues to provide for general governm ent 
operations.

g. Provide underw riting support for bonding capacity of the state of 
Alaska.

h. Remain a "rainy day" safety net account for unforeseen financial 
emergencies that are beyond the capacity of the Constitutional 
Budget Reserve.

Preservation of p rinc ipal

a. Inflation proofing is a crucial aspect of the health of the Permanent 
Fund. Inflation transforms part of Perm anent Fund principal each 
year so that it appears to be income. Spending some or all of this 
inflation-created "income" would, in effect, constitute a w ithdrawal 
from the Fund 's real principal. Returning the inflation-created 
"incom e" to the Fund corpus (i.e. inflation-proofing) is necessary to 
keep the corpus whole. Redefining the principal as the original 
corpus p lus earnings reserve and unrealized gains yields a larger 
basis for investm ent allocation and calculation of the 5% earnings. 
Sound long-term  investment policy will be the m ain engine of

Public uses of the Permanent Fund

Permanent Fund Earnings Phase II—A Cornerstone for Fiscal Certainty May 1999
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earnings as fund managers strive to achieve a return greater than 
che defined endowm ent ’•ate of 5%.

b. Asset allocation should be the foundation of the investm ent 
process. Commonwealth N orth urges use of a real total return 
concept in defining Perm anent Fund earnings. Earnings above the 
anticipated long-term level of inflation can be available for 
distribution. Most large college endowm ents and foundations use 
this concept. The earnings available for all uses would be defined as 
5.0% of the average total value of the Perm anent Fund for the last 
five years. While investment returns will vary year-to-year, under 
this endow m ent concept historical perspective indicates that in the 
long run  the real earnings of the Perm anent Fund will be sufficient 
to m ake the 5% payout and also inflation proof the corpus of the 
Fund.

c. Creating a more predictable and steady source of income will 
facilitate better financial planning by the state and local 
governm ents.

d. The total return concept, in conjunction w ith stable annual 
distributions, removes the political tem ptation to realize gains to 
increase the annual dividend, or to limit realized gains to minimize 
the dividend.

e. Prelim inary projections indicate that after inflation proofing, and 
after the Perm anent Fund Dividend, the state will have over $850 
million per year to spend on contributions to the CBR, the 
Com munity Dividend Program, and the statewide capital budget. 
(Note: See the attached spreadsheet for reference.)

Perm anent Fund Diividend

a. The Perm anent Fund Dividend (PFD) should not be capped as such, 
bu t be subject to the discipline of other uses of Perm anent Fund 
earnings under allocations to be established by the Legislature.

b. We think forty percent (40%) of Perm anent Fund earnings (as 
defined above) should be allocated to the PFD. While this results in 
a drop in personal PFD from that of recent times, the total amount 
going to local economies when including the Com m unity Dividend 
is about the same as recent payouts.

c. Alaskans will m aintain an interest in, and connection w ith, the 
performance of the Permanent Fund as their dividend will still be 
based on the investment performance of the Fund.

Permanent Fund Earnings Phase II—A Cornerstone for Fiscal Certainty May 1999



Community D iv idend Program

a. A Com munity Dividend Program (CDP) should be created as a part 
of the state fiscal package.

b. We recommend that twenty percent (20%) of Perm anent Fund 
earnings should be allocated to a CDP.

c. The CDP could be linked to incentives for local participation.

d. The CDP should not be an added burden to the operating budget.
To the extent it supports local capital project initiatives, or replaces 
other local funding in the state operating budget, it w ould not be 
considered additive.

e. It m ay be advisable to use an updated  and strengthened version of 
the M unicipal Bond Bank to allow com m unities to leverage their 
CDP income streams, and allow for a vote of the people before 
capital projects are approved.

Statewide capital needs

a. Economic growth is dependent on basic public infrastructure and its 
m aintenance. W ithout sufficient capital investm ent, the economy 
will suffer and citizens will lead dim inished lives.

b. Alaska has also deferred maintenance of its capital assets beyond 
w hat is prudent. Regularly appropriated capital funds can be used 
to restore the value and quality of such assets.

c. We believe that ten percent (10%) of Perm anent Fund earnings 
should be allocated to statewide capital needs.

d. M any local capital needs could be m et through the Community 
Dividend Program, thereby lowering the need for additional capital 
appropriations at the state level.

General government operating needs

a. The Legislature should emphasize spending m oney on essential 
services, w ith consideration of clearly defined "trigger points" based 
on state income levels available to spend, or on the CBR (as 
m entioned below) which w ould m andate previously determined 
cuts in specific programs.

Page 12 of 16 Commonwealth North
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b. The Legislature should allocate thirty percent (30%) of Perm anent 
Fund earnings for general governm ent operating needs to be 
funneled through the CBR fund. The crucible of the legislative 
process, while imperfect and frustrating, is the alternative m ost 
open and responsive to ongoing public scrutiny.

c. The role of the CBR is as a fund adm inistered by the Departm ent of 
Revenue as a short-term  cash m anagem ent vehicle.

d. W hile the CBR is not pa rt of the Perm anent Fund, Commonwealth 
N orth  does not recommend liquidating any portion of the 
Perm anent Fund to add to the CBR. However, the CBR should be 
used as a vehicle to funnel Perm anent Fund earnings to the general 
governm ent operating budget. In this process, the Legislature m ust 
decide w hat is an appropriate level of funds to remain in this "rainy 
day" account and alter Permanent Fund earnings accordingly.
W hen some m inim um  balance in the CBR cannot be m aintained, 
this "trigger point" will mandate reduction of expenditures dow n to 
a core of only absolutely essential services.

Support bonding capac: y

Since Alaska has almost no general obligation bonds (GO) outstanding, 
serious consideration m ust be given to using GO bonds as part of the state 
fiscal plan.

Traditionally, GO bonds have been used for capital improvements. 
M aintaining the value of the corpus of the Perm anent Fund will provide 
very real collateral and assurance for bond investors. The Perm anent Fund 
will reduce the cost of borrowing for the State of Alaska.

Rainy day account

Even w ith the continuance of the Constitutional Budget Reserve and other 
smaller savings accounts, a truly huge unforeseen natural or social disaster 
could require additional resources. The corpus of the Perm anent Fund itself 
would rem ain an account of last resort for such emergencies.
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Appendix A

C o m m o n w e a lt h  N o rth  U s e  o f  P e rm a n e n t  F u n d  E a r n in g s
YEAR 2000 2001 2002 2003 2004 2005

Oil p rice ($/bbl) (from state reference-case scenario,
sorina 99 .linear lorecast oost 2005] $1 3 .57  $ 1 4 .52  $15 .28  $16 .00  $16 .30  $ 1 6 .64

2006
$17 .53

2007
$ 1 8 .14

2008
$18 .75

2009
$19.36

ANS oil p roduction  (M bbl/day) [from reference-case 
scenario, sprino 991 1.047 1 .064 1.035 1.049 1.076 1.031 1 .047 1 .046 1.046 1.045
G enera l fund rev e n u e  ($M) [from reference-case 
scenario, sprina 99 l $1,301 $1,331 $1 ,342 $1 ,348 $1,341 $1 ,280 $1 ,317 $1 ,315 $1 ,313 $1,311
G enera l fund e x p e n d itu re s  ($M) [ from Governor's 
budaet less 60%  of communitv dividendl 2 ,136 2 ,178 2 ,187 2 ,194 2,201 2 ,208 2 ,2 1 5 2 ,2 2 2 2 ,229 2 ,237

G en era l F und deficit ($M) (1,119) (1,136) (1,141) (1 30) (1,170) (1,244) (1.222) (1,238) (1.255) (1,271)
C onstitu tional B udge t R e se n /e  b a lan c e  (start of 
v ea rt ($M1 2 ,948 2 ,6 7 7 2 ,390 2,098 1,800 1,480 1 ,083 707 312 (104)

CBR b a la n c e  (end  or year) ($M) 2 ,5 3 7 2 ,2 6 5 1 ,989 1,706 1,403 1 ,027 070 295 (98) (511)
P e rm a n e n t F und  co rp u s  b a lan c e  @ 7.6%  nom inal 
arow th ($M1 28,348 28 ,978 29,621 30 ,279 30,951 31 ,638 32 ,340 3 3 ,058 33 ,792 34 ,542

Incom e @ 5%  of co rp u s  b a la n c e  ($M) 1 ,417 1 ,449 1,481 1,514 1,548 1,582 1 ,617 1 .653 1,690 1.727

P F  b a la n c e  (eoy) ($M) 26,931 2 7 ,5 2 9 2 8 ,140 28 ,765 29 ,403 30 ,056 30 ,723 3 1 ,405 32 ,102 32 ,815
P F  dividend ($ /applican t) [population statistics from 
ISFR l 980 970 1,002 1,013 1,025 1,03b 1 ,047 1,059 1,071 1,083
P F  ea rn in g s  for cap ita l p ro g ram s ($M) (not included 
In GF exoenditurest 142 145 148 151 155 158 162 165 169 173
P F  ea rn in g s  for com m unity  d ividend ($M) (included 
in GF exoenditures but not reflected in line 6) 283 290 296 303 310 316 323 331 338 345

Assumptions and boundary conditions:
> Allocation of P e rm a n e n t Fund ea rn ings: 40%  to perso n a l dividend, 30%  to CBR, 20%  to com m unity dividend, 10%  to cap ita l program
> G en era l fund ex p e n d itu res  from s ta te  fo recast, no  growth ex c ep t population, red u c ed  60%  of the  an n u a l com m unity 
d ividend, d iv idend a d d e d  a s  a n  expend itu re  in calculation  of line 7, G F deficit.
> Spring 99  re fe re n c e  c a s e  oil price pro jections, linearly fo re ca s ted  from 2006
> CBR fund d raw n  dow n by $1B in 99, g row s @ 5.5% .
> P e rm a n e n t fund ea rn in g s  allocation  for g en e ra l fund d ep o s ite d  in CBR
> P F  c o rp u s  defined  a s  ea rn in g s  rese rv e , unrealized  g a in s  an d  principal b a lan c e  from 1999; g row s a t  7 .6%  an n u a l nom inal growth th e re a fte r
> Incom e defined  a s  5%  of new  P F  co rpus, ea rn in g s  plow ed b ack  e a c h  y ea r
> P F  dividend ap p lican ts  b a s e d  on ISER population  fo recast.
> PF  p e rso n a l d ividend b a s e d  only on 1 y ea r  return



Appendix B A IASKA PERMANENT FUND 
FINANCIAL PROJECTIONS 1009 - 2020

a s  o f  M a r c h  3 1 .1 9 9 9
(in millions)

T O T A L
FU N D

At Market

(6) •Fv-
18,393 77-96
21,104 97
23,876 98

25,276 99
26,233 00
27,265 01
28,393 02
29,684 03
31,107 04
32,583 05
34,137 06
35,754 07
37,439 08
39,193 09
41,012 10
42,503 11
44,873 12
46,922 13
49,052 14
51,270 15
53,577 16
55,979 17
58,480 18
61,066 19
63,800 20

63.800

GASB
Net

Income (0

Statutory
Net

Income

INCOME 

Distributions of Statutory Income Earnings Reserve

Dividends
Inflation- General 
Prooflnq Fund

Add
(Delete)

FY End 
Balance

16,153 14,034 5,993 4,624 223 2,188 2,188

3,149 2,036 747 486 1 1,088 3,276

3,435 2,595 893 423 2,084 5,360

2281 2,294 1019 288 933 6,293
1922 1,789 1,101 574 220 6,513

1996 1,857 1,110 597 260 6,773

2076 1,930 1,099 620 325 7,098

2163 2,010 1,037 645 448 7,546

2263 2,102 1,017 671 540 8,086

2372 2,203 1,061 697 576 8,661

2486 2,308 1,108 724 613 9,274

2606 2,418 1,159 752 650 9,824

2730 2,532 1,214 781 687 10,611

2860 2,651 1,272 811 726 11,337

2995 2,775 1,332 842 766 12,103

3135 2,903 1,394 874 809 12,912

3281 3,037 1,459 906 852 13,764

3432 3,176 1,527 940 898 14,662

3590 3,320 1,597 974 946 15,608

3754 3,470 1,670 1,010 997 16,605

3925 3,626 1,746 1,046 1,049 17,654

4103 3,788 1,825 1,084 1,104 18,758

4288 3,956 1,907 1,123 1,162 19,920

4481 4,132 1,992 1,163 1,222 21,142

4682 4,314 2,081 1,205 1,285 22,427

67.420 62,590 30,727 18.328 22,427

FY
FY Begin 
Balance

P R IN C IP A L  (A T  C O S T )

Dedicated 
Appro- State Inflation- 
rlatlons Revenues ,2) Proofing

FY End 
Balance

77-96 0 5,854 5,727 4,624 16,205

97 16,205 829 (3) 308 486 17,828

98 17,828 35 230 423 18,f:16

99 18,516 41 (4> 138 288 18,984
00 18,984 27 135 574 19,720

01 19,720 29 146 597 20,492

02 20,492 31 151 620 21,294

03 21,294 33 166 645 22,138

04 22,138 36 177 671 23,021

05 23,021 38 165 697 23,922

06 23,922 41 176 724 24,863

07 24,863 44 170 752 25,830

08 25,830 47 169 781 26,827

09 26,827 51 167 811 27,857

10 27,857 55 156 842 28,909

11 28,909 59 150 874 29,991

12 29,991 63 149 906 31,109

13 31,109 68 143 940 32,260

14 32,260 73 138 974 33,444

15 33,444 78 133 1010 34,665

16 34,665 84 128 1046 35,923

17 35,923 90 124 1084 37,220

18 37,220 96 120 1123 38,560

19 38560 103 117 1163 39,944

20 39,9<*4 111 115 1205 41,373

Cumulative Totals 
Projected fo. 1999 - 2020: 3,231 18,328 41,373

Rate of Return A ssum ptions

Total - Inflation = Real
—

Realized
FY 99 9-51% 1.54% 7.97% j!f 11.03%

FY 2000-20 '  7.75% 3.00% 4.75% 7.33%

Of GASB net income is slatutory net income plus the net change in unrealized gains and settlement earnings. 
,2) Per Department ot Revenue's Most Recent Revenue Forecast.
•3) Earnings reserve appropiated to principal.
<4) Settlement eanings transferred to principal per AS 37.13.145(d).
<s* Based on 1999 Callan capital market and inflation assumptions.
<61 Total Fund (at market) equals Principal (at cost) plus the Earnings Reserve plus Unrealized Gains.
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Appendix C: Commonwealth North board members and officers 

President—Karen L. H unt
Acting President—James D. Linxwiler, attorney, law firm of Guess & Rudd 
Secretary—Eleanor A ndrew s, president, The Andrews Group 
Treasurer—Joe Griffith, executive manager, finance & planning, Chugach 

Electric Association

Richard F. Barnes, president, ENSTAR Natural Gas 
James F. Branch, production manager, Exxon USA 
Richard Campbell, president, BP Exploration (Alaska) Inc.
Ron Duncan, president, GCI
Mano Frey, executive president, Alaska State AFL-CIO
Glenn Godfrey, chairman, Koniag, Inc., and director, Alaska State Troopers
Edward Lee Gorsuch, chancellor, University of Alaska Anchorage
W alter J. Hickel, form er Governor, co-founder of Com m onw ealth N orth
D. Max Hodel, founding board m ember of Commonwealth N orth
Jonathan Kum in, principal, Kum in Associates
Marc Langland, president, N orthrim  Bank
Loren H. Lounsbury, founding board m ember of Com m onwealth N orth 
Jeff B. Lowenfels, president, Yukon Pacific Corp.
Kevm Meyers, president, ARCO Alaska, Inc.
Rick M ystrom, M ayor, M unicipality of Anchorage
M atthew Nicolai, president, Calista Corporation
Gene O 'H ara, adm inistrator, Providence Alaska Medical Center
Morton Plum b, director, Anchorage International A irport
Michael F. Porcaro, president, Porcaro Communications
Susan Ruddy, vice president, N ature Conservancy
Jo-Li Sellin, vice president, National Bank of Alaska
William Sheffield, form er Governor, chairman, Alaska Railroad Corporation 
William J. Tobin, editor, Voice of the Times, founding board m em ber of 

C om m onw ealth  N orth  
Nancy Bear Usera, senior vice president, corporate relations, Alaska USA 

Federal C redit Union

Duane Heym an, executive director, Commonwealth N orth
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M a j o r  u n d e r w r i t i n g  f o r  p r o d u c t i o n  a n d  p r i n t i n g

o f  t h i s  r e p o r t  p r o v i d e d  b y :

First National Bank of Anchorage

F o r  f u r t h e r  i n f o r m a t i o n  r e g a r d i n g  t h e  

C o m m o n w e a l t h  N o r t h  R e p o r t

Permanent Fund Earnincs—Phase II 
A Cornerstone for Fiscal Certainty

C o n t a c t :

N O R T H

8 1 0  N  S t r e e t  

S u i t e  2 0 2  

A n c h o r a g e  A K  9 9 5 0 1  

P h o n e :  ( 9 0 7 )  2 7 6 - 1 4 1 4  

F a x :  ( 9 0 7 )  2 7 6 - 6 3 5 0  

E - m a i l :  c w n o r t h @ a l a s k a . n e t

C O M M b N W E A L T H

mailto:cwnorth@alaska.net


Permanent Fund Earnings— Phase II*. 
A Cornerstone for Fiscal Certainty

Current general fund revenues are 
insufficient to balance the general fund 
budget. The Constitutional Budget Reserve 
will run out in a few years at the current level 
of spending. The earnings of the Permanent 
Fund must be considered part of Alaska’s 
total fiscal package.
RECOMMENDATIONS
1. Consider Permanent Fund earnings part 

of the State’s total fiscal package.
2. Add unrealized gains, realized gains, and 

a portion of the earnings reserve account 
into the corpus of the Permanent Fund.

3. Define earnings as 5% of the five-year 
trailing average of the total value of the 
Permanent Fund.

4. Protect Permanent Fund principal 
against inflation.

5. Use 40% of earnings to continue 
personal permanent fund dividends.

6. Use 30% of earnings to support state _ 
government.

7. Use 20% for a community dividend plan.
' 8. Use 10% for statewide capital

expenditures.
CONCLUSION

The personal dividend stays about $1000 
per year. Combined individual and 
community dividends equal an amount 
similar to recent individual permanent fund 
dividends. Local governments receive 
financial help. State government funded 
with minimum cuts in operating budget for 
eight years. State capital program 
augmented. The Permanent Fund corpus 
continues to grow.

Alaska's Asset Portfolio: 

Managing for Maximum Return

State assets should be managed 
consistently with the constitutional 
mandate to maximize their use and 
benefit to the people of Alaska. 
Maximizing returns on these assets can 
enhance revenue to the state, assist in 
achieving economic stability and provide 
direct and indirect benefits to the citizens 
of Alaska. Alaska has successfully 
implemented a number of asset 
management models that can be used to 
improve returns. These include the 
AHFC, AIDEA, APFC, ASTF, among 
others. However performance could be 
improved if certain policy guidelines were 
implemented.
RECOMMENDATIONS

1. Clarify roles and responsibilities.
.-2. Measure and disclose performance.
3. Manage assets as a portfolio.
4. Pay returns to the general fund.
5. Create a system to achieve these 

recommendations. ’
CONCLUSION

It is in every Alaskan's interest to 
participate in developing a sustainable 
system for funding government that is 
adequate to fulfill the state’s obligations. 
Income taxes, or other methods of 
individual taxation, will never be sufficient 
to meet Alaska's financial needs. The 
responsible development, use, and 
management of Alaska’s assets are the 
only means of achieving this goal.

Agenda 2000: 
Alaska's Future in a New World

The'condition of Alaska’s economy, 
quality of life, educational system, and 
government is at a pivotal point in 
history. Oil production remains the 
foundation of the state’s economy. 
Improving transportation and 
communications will shrink distances and 
open opportunities for new commerce. 
However, Alaska is eroding its potential 
by not adequately investing in the 
education of its youth and the 
development of a skiPed workforce. 
Alaska must reach a state of fiscal 
certainty, develop priorities for investing 
in new initiatives, nnd pay for those 
investments without undermining current 
economic activity.
RECOMMENDATIONS '

1. Use Alaska’s unique ownership 
position and geographic location to 
expand and encourage natural 
resource development; add value to ' 
development through instate 
processing; and stimulate investment 
in a broader range of resource 
activities.

2. Make Alaska an international 
logistics center, (i.e. air freight)

3. Build Alaska’s full potential as an 
international tourism Mecca.

4. Strengthen Alaska’s sense of. 
community and collective vision for 
the future.

5. Make Alaska technologically 
competitive, (i.e. training)

6. Adopt higher education as a full 
partner in Alaska's development.



W h a t  i s  C o m m o n w e a l t h  N o r t h ?

Commonwealth North is a public policy 
membership organization with approximately 
400 members comprised of Alaska leaders 
in business, labor, education, public service, 
and Alaska Natives. Our mission is to 
address issues affecting Alaska and the 
nation in an objective, non-partisan way, and 
to make recommendations to benefit 
Alaska's future.
W h a t  m a k e s  C o m m o n w e a l t h  N o r t h  

s t u d i e s  r e l e v a n t ?

Community leaders and experts in a wide 
array of disciplines are drawn together to 
participate in Commonwealth North studies. 
Members include a cross-section of political 
parties and viewpoints. Recommendations 
presented in the reports offer realistic , 
solutions to critical issues facing Alaska.
W h e n  w e r e  t h e  C o m m o n w e a l t h  

N o r t h  s t u d i e s  c o n d u c t e d ?

Agenda 2000 -  June 1997.
Alaska's Asset Portfolio -  December 1998, 
Permanent Fund Earnings -  May 1999.
W h y  d i d  C o m m o n w e a l t h  N o r t h  

c o n d u c t  t h e s e  s t u d i e s ?

Commonwealth North seeks to participate in 
public debate that will influence Alaska's 
future. These studies address subjects 
currently under discussion by policy makers 
and in households throughout the state. The 
actions taken with respect to these issues 
and their outcomes will affect Alaska and 
Alaskans for generations to come.

C o m m o n w e a l t h  N o r t h  P u r p o s e

To educate ourselves and all other 
Alaskans on relevant public policy 
issues and assist in their resolution.
C o m m o n w e a l t h  N o r t h  V i s i o n

Commonwealth North leads 
Alaskans to adopt economic, social, 
educational, political and cultural 
policies that provide the fulfilling 
prosperous lifestyle of their choice 
and meet the challenge of common 
ownership of Alaska's assets.
♦ We define & analyze strategic 

Alaskan issues.
♦ We objectively bring the best 

minds, ideas & creativity to 
Alaskan issues

♦ We lead Alaska to develop sound 
policies.

For add itiona l in fo rm a tio n  co n ta c t: 

C om m o nw e a lth  N orth 
810  N S tree t, S u ite  2 02 
A nchorage , AK 9 9 5 0 1 

Phone: (9 0 7 ) 2 7 6 -1 4 1 4 
Fax: (9 0 7 ) 2 7 6 -6 3 5 0 

Em ail: cw n o rth @ a la ska .n e t 
w w w .c o m m o n w e a lth n o rth .o rg

N O R T H

RECENT STUDY 
RECOMMENDATIONS

P e r m a n e n t  F u n d  E a r n in g s  -  P h a s e  II: 
A Cornerstone for Fiscal Certainty

A l a s k a ’s  A s s e t  P o r tfo lio :  
Managing for Maximum Return

A g e n d a  2 0 0 0 :
Alaska’s Future in a New World

C o m m o n w e a l th  N o r th  
S t u d y  S u m m a r i e s

C O M M O N W E A L T H

mailto:cwnorth@alaska.net
http://www.commonwealthnorth.org


Infiarinrlion
Alaska’s financial health depends on the state’s 
achieving ;t sustainable level of revenue sufficient to 

meet the needs of the state and its people. The Alaska 

Statehood Compact anticipated the use of publicly 
helil assets lor this purpose. Alaska received 104 

million acres Irom the federal government at the time 
of statehood in 1959. The purposes for the 
endowment are set forth in Alaska’s Constitution. It 

mandates that the state’s land ami resources he used, 

developed, and conserved for maximum benefit of its 

people.

If managed effectively, these assets have the potential 

of producing reliable and stable revenues for the state 
and providing continued economic benefit to the 

people ol Alaska. This is critical to Alaska's future 

because no income or other individual tax will ever he 
sufficient to pay for necessary state services and 
infrastructure.

Commonwealth North wondered if the state could 

improve its return on these assets. Accordingly, it 
established a study group with 12 of its members to 

"identify and recommend unifying policies and 
principles to guide management ol Alaska's public 

assets to maximize their return and assure their benefit 

to the people ol Alaska."

The study group specifically looked at land and 

resource assets as well as the business and financial 
assets the stale has treated with its oil wealth over the 

past 20 years. These are the assets that are available 

for development and that can generate earnings. The 
study group did not look at conventional public assets 

such as public schools, office buildings, and 

transportation infrastructure.

A s s u m p t i o n s

I ne study’s recommendations are predicated on a set of 

assumptions that reflect underlying principles iur successful 

management and the operating realities of public sector 
management. These basic assumptions are:

1. The assets which are derived from Alaska's land-grant 
should hi managed consistent with the Constitutional 

mat'date to maximize their use and benefit to the people of

Ai.tikti,

2. The Constitutional prohibition against dedicated funds 

is recognized as a policy principle which provides that the 
public interest is served when all state revenues, regardless 

of source, are available lor appropriation by the Legislature 

to meet Alaska’s total needs.

b There are two types of returns derived Irotn an asset's 

management: financial and her.-‘tidal, and each must 

directly or indirectly benefit all the people by serving a 

public purpose.

4. Asset management is most effective within a structure 

which provides flexibility lot maximizing returns while 

assuring accountability to the state and its people.

5. Performance measures for d. erminiiig efficiency, results 

and returns are essential lor public accountability.

(i. Private enterprise should he the first option for obtaining 
expertise, goods and services to develop public assets. To 

the extent that public sector programs compete with the 

private sector, their activities should he priced in a manner 
which minimizes adverse effects on private sector 

a impel it ion.

7. Maximizing returns lor ail assets will enhance revenue to 
the stale as well as provide greater diversity and stability ol 
state revenues.

R e c o m m e n d a t i o n s

The result of extensive research, intctviews, and 

discussions is a set ol live sci|ucnnal recommendations for 

enhancing state revenue, assuring public aicountabiliiy, 
and maximizing the use ol state assets to benefit Alaskans.

M arify  Rn>' r - 1*-1 f .oSp 'nuriM tir ins
A. Elected leaders should establish policy and managers 
should he given authority and flexibility to implement 

those policies.

lb Assets available for development should he 

managed independently of the organizational authority 
responsible for promulgating regulations affecting the 

development of that asset.

C. Activities to develop assets and produce returns, to 

the fullest extent possible, should he carried out by, or 

in partnership with, the private sector.

I f it)::- nn-J Dh’d u s e  l;e i fo rm a tted
A. Management performance and agency operations 
should he measured based on meeting mission, 
efficiency and financial objectives.

I Three types of performance measures should he 

adopted to evaluate management ol each asset:

1. Appropriate efficiency measures to evaluate the 
cost of operations.

2. Measures that show the organization's results in 
meeting its statutory mission.

3. Quantifiable measures that state the monetary 
value ol the asset's beneficial and financial returns.

Cl. Financial and operational performance based on 
these measures should he reported to the public 

annually, lor each asset under management, using 

consistent accounting and reporting standards.

l’t e t a  j M<Jk

A. The state should strategically manage its assets in a 

manner that provides lor an integrated assessment of 

risk, potential return, debt, market conditions and cross 

investment opportunities.

lb Financial and beneficial returns on all assets under 

state management should be annually reported to the 

public on both an aggregated and individual basis using 
consistent accounting standard'.

Cl. The portfolio ol assets should be used strategically to 

achie- • long-term sustainable revenue and return 
objectives.
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A. To the extent that financial returns exceed 

the need for efficient operations, beneficial 
returns and appropriate capitalization as 

determined by the Legislature, they should he 
deposited into the state Treasury lor allocation by 

the Legislature based on the stale's overall 

priority needs.

B. Every asset management organization should 
have an expectation to contribute a financial 

return to the state General Fund based on a 
formula appropriate to its activities and maturity.

CroMe a Sy.stciii to AcllTBVfi 
Ri’C O K in ie i tM w r s

A. Establish an integrated system of portfolio 

management which oversees, monitors and 

reports asset management performance on an 

aggregated basis.

B. Incorporate state owned natural resources 

available for development into the stare asset 

management portfolio.
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Maximum Return

C o n c l u s i o n
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It is in every Alaskan’s interest to participate in 
developing it sustainable system for binding 
government that is adec|tiate to lullill the state’s 
obligations. Income taxes, or other methods ol 
individual taxation, will never be sufficient to meet 
Alaska’s financial needs and responsibilities. The 
responsible development, use and management of 
Alaska’s assets are the only means ol achieving this 
goal.

Eortunately, Alaskans already have considerable 
experience with successful models for stale asset 
management, and must capitalize on those successes. 
Our purpose in selling forth these recommendations 
is to stimulate a public dialog on the goals ol public 
asset management and the best means ol achieving 
those goals.
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Commonwealth North

I n t r o d u c t i o n
Alaska’s financial health depends on the state's 
achieving a sustainable level of revenue sufficient 

to meet the needs of the state and its people. 
The Alaska Statehood Compact anticipated the 

use of publicly held assets for this purpose. 

Alaska received 104 million acres from the 
federal government at the time of statehood in 
1959. The purposes for the endowment are set 

forth in Alaska’s Constitution. It mandates that 
the state’s land and resources be used, developed, 

and conserved for maximum benefit of its people.

If managed effectively, these assets have the 

potential of producing reliable and stable 

revenues for the state and providing continued 

economic benefit to the people of Alaska. 1 his 

is critical to Alaska’s future because no income or 

other individual tax will ever be sufficient to pay 
for necessary state services and infrastructure.

Commonwealth North wondered il the state 

could improve its return on these assets. 
Accordingly, it established a study group with 32 
of its members to "identify and recommend 

unifying policies and principles to guide 

management of Alaska’s public assets to 

maximire their return and assute their benefit to 

the people ol Alaska."

The study group specifically looked at land and 
resource assets as well as the business and 

financial assets the state has created with its oil 

wealth over the past 20 years. These are the 
assets that are available for development and that 

can generate earnings. The study group did not 
look at conventional public assets such as public 

schools, office buildings, and transportation 

infrastructure.

A s s u m p t io n s
The study's recommendations are predicated on 

a set of assumptions that reflect underlying

principles for successful management and the 

operating realities of public sector management. 

These basic assumptions tire:

1. The assets which are derived from Alaska's 
land-grant should he managed consistent with 

the Constitutional mandate to maximize their 

use and benefit to the people of Alaska.

2. The Constitutional prohibition against 

dedicated funds is recognized as a policy principle 
which provides that the public interest is served 
when all state revenues, regardless of source, are 

available for appropriation by the Legislature to 
meet Alaska’s total needs.

3. There are two types of returns derived from an 

asset’s management: financial and beneficial, and 

each must directly or indirectly benefit all the 

people by serving a public purpose.

4. Asset management is most effective within a 
structure which provides flexibility for 

maximizing returns while assuring accountability 
to the state and its people.

5. Performance measures for determining 

efficiency, results and returns are essential for 

public accountability.

6. Private enterprise should he the first option lor 

obtaining expertise, goods and services to 
develop public assets. To the extent that public 
sector programs compete with the private sector, 

their activities should be priced in a manner 
which minimizes adverse effects on private sector 

competition.

7. Maximizing returns for all assets will enhance 

revenue to the state as well as provide greater 
diversity and stability ol state revenues.

The result ol extensive research, interviews, and 
discussions is a set of five sei|iiential 

recommendations for enhancing state revenue, 

assuring public accountability, and maximizing 
the use o l state assets to benefit Alaskans.
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MANAGING TOR MAXIMUM RETURN

1. Clarify R oles  a n d  
R e s p o n s ib i l i t i e s

A. Elected leaders should establish policy and 
managers should be given authority and 

flexibility to implement those policies.

B. Assets available for development should 

be managed independently of the 
organizational authority responsible for 

promulgating regulations affecting the 

development: of that asset.

C. Activities to develop assets and produce 

returns, to the fullest extent possible, should 
be carried out by, or in partnership with, the 

private sector.

2. M ea su re  a n d  D isc lose  
P e r fo rm a n c e

A. Management performance and agency 

operations should be measured based on 
meeting mission, efficiency and financial 
objectives.

B. Three types of performance measures 

should be adopted to evaluate management 

of each asset:

1. Appropriate efficiency measures to 
evaluate the cost of operations.

2. Measures that show the organization’s 
results in meeting its statutory mission.

3. Quantifiable measures that state the 
monetary value ol the asset's beneficial 
and financial returns.

C. Financial and operational performance 

based on these measures should be reported 

to the public annually, for each asset under 
management, using consistent accounting 

and reporting standards.

3. M an ag e  A s s e t s  a s  a P o r tfo l io
A. The state should strategically manage its 
assets in a manner that provides for an 

integrated assessment of risk, potential 

return, debt, market conditions and cross 
investment opportunities.

B. Financial and beneficial returns on all 

assets under slate management should be

annually reported to the public on both an 

aggregated and individual basis using 

consistent accounting standards.

C. The portfolio of assets should be used 
strategically to achieve long-term sustainable 
revenue and return objectives.

4 .  Pay R e tu rn s  to  t h e  G e n e ra l  Fund
A. To the extent that financial returns 

exceed the need for efficient operations, 
beneficial returns and appropriate 

capitalization its determined by the 

Legislature, they should he deposited into the 
state Treasury for allocation by the 

Legislature based on the state’s overall 

priority needs.

B. Every asset management organization 

should have an expectation to contribute a 
financial return to the state General Fund 

based on a formula appropriate to its 
activities and maturity.

5 .  C re a te  a S y s te m  t o  A ch ieve  T h ese  
R e c o m m e n d a t io n s

A. Establish an integrated system of portfolio 

management which oversees, monitors and 

reports asset management performance on an 
aggregated basis.

B. Incorporate state owned natural resources 

available for development into the state asset 

management portfolio.

C o n c lu s io n

It is in every Alaskan’s interest to participate in 
developing a sustainable system for funding 
government that is adequate to fulfill the state’s 
obligations. Income taxes, or other methods of 
individual taxation, will never be sufficient to 
meet Alaska's financial needs and 
responsibilities. The responsible development, 
use and management ol Alaska’s assets are the 
only means of achieving this goal.

Fortunately, Alaskans already have considerable 
experience with successful models tor state asset 
management, and must capitalize on those 
successes. Our purpose in setting forth these 
recommendations is to stimulate a public dialog 
on the goals of public asset management and the 
best means of achieving those goals.
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Commonwealth North

Alaska received 104 million acres from tin: 
federal government at the time of statehood in 

1959. The purpose for the endowment was to 

provide an economic base for the development ol 
the state and to provide the revenues necessary 
to operate the new state.

The policy ol the state, reflected in its 

Constitution, is to use, develop, and conserve 
this land and its resources consistent with the 

public interest for the maximum benefit of its 

people (Sections 8.1 and 8.2):

8.1. It is the policy of the state to encourage the 
settlement of its land and the development ol its 

resources by making them available for maximum 
use consistent with the public interest.

S.2 The legislature shall provide for the 
utilization, development, and conservation ol all 
natural resources belongin': to the state, 

including land anti waters, for the maximum 
benefit ol its people.

The economic history ol Alaska since statehood 

has been largely driven by 'he development ol its 

petroleum resources, first in Cook Inlet and later 
on the North Slope. The development ol the 

states petroleum reserves has resulted in a llow ol 
revenues that has paid virtually the entire cost ol 

operating government and building the physical 
infrastructure to meet the state's needs.

However, recognizing that petroleum is a 
depleting resource, the state has invested a large 

portion of the revenue from oil in other, 

renewable assets with earnings potential. 
Although the Alaska Permanent I'uttd is the 

largest and best known ol these, there is an entire 
portfolio of financial and real assets derived from 

the transformation of oil. Por example, the

Alaska Housing Finance Corporation and the 
Alaska Industrial Development and Export 
Authority were both capitalized with oil 
revenues. Additionally, Alaska continues to 

hold a wealth of other resource reserves available 
for revenue generation through responsible 

development.

Altnough oil continues to be the dominant 

natural resource industry in the stale, production 
has been declining since 1988, and revenues Irom 

oil are no longer sufficient to provide for all the 
needs of state government. Oil revenues will 

continue to be an important source ol state 

revenues for the foreseeable future. However, the 
state must increasingly generate other revenues 

to take their place to provide a stable liscal 

future.

The Permanent Fund has become the focus of 

public attention because it is Alaska's largest 
asset and because it pays a return directly to all 
Alaskans. But we cannot overlook the other 

assets in the state’s portfolio that can also make a 

significant contribution to the state’s economic 

welfare.

To maximize the return Irom these assets, they 

must be managed strategically and efficiently. 

The state has considerable experience with 
successful models for state asset management. 

However, the question was posed whether there 

is room for improvement. Accordingly, 
Commonwealth North formed a study group 

from its membership to explore the answers to 

this question and commended it with a charge to 

meet specific goals.
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MANAGING FOR MAXIMUM RETURN

The C harge
Commonwealth North's hoard ol directors asked 
the study group to identify and recommend 

unifying policies and principles to guide 

management of Alaska’s public assets in order 

to maximize their return and assure that they 
benefit the people of Alaska.

The G oals
The goals of the study are:

• To encourage and contribute to a public 
debate about the appropriate management 

principles applicable to Alaska’s public assets;

• To produce a statement defining public 

expectations for management and return on 

Alaska’s assets; and

• To recommend appropriate business 

management principles that can be used 
compatibly with government’s obligations to 

protect the public interest.

Thirty two Commonwealth North members 
participated in this study through a series ol 
meetings, discussions and research assignments 

over a period ol six months. Recognizing that a 
detailed investigation ol all state assets was 

beyond its capabilities, the study group adopted 

the following guidelines:

I. The stmly group will evaluate general 
principles (not the sped lies) ol the management 

of Alaska’s public assets.

2. The study group will develop a statement ol 
general policy, principles, priorities and 

recommendations for the improved management 
of Alaska’s public assets.

3. The study will be successful il it encourages 

and contributes to the public awareness ol, and 

debate about, the appropriate overall
management objectives applicable to Alaska's 

public assets.

The study group limited its investigation to 
Alaska's land and resource holdings received at 

the time ol statehood, as well as the business and 

financial assets created with the state’s oil wealth. 

This represents the portfolio of assets available 

for development and for the generation of 
earnings to benefit all Alaskans. Excluded Irom 

review were the conventional public assets used 

in the delivery ol standard public services such as 
public schools, office buildings and 
transportation infrastructure.

Assets in the following agencies were identified:

S la t e  R eso u rc e  A g e n c ie s
• Land, Real Estate

• Fish and Game
• Minci.ds

• Oil and Gas

• Timber

B u s in e s s  M a n a g e m e n t  A g e n c ie s
• Marine I liglnvay System
® International Airport System

I n d e p e n d e n t  A g e n c ie s
Created in Statute/Boards Appointed by Governor

• Alaska Permanent bund Corporation
• Alaska Railroad Corporation

• Alaska I lousing Finance Corporation

• Alaska Industrial Development and Export 
Authority

• Alaska Science and Technology Foundation
• Alaska Aerospace Development Corporation

I n d e p e n d e n t  S u p p o r t  S e rv ice  
A g e n c ie s
• Alaska Tourism Marketing Council

• Alaska Seafood Marketing Council
• Alaska Student Loan Corporation
• Alaska Mental I lealth Trust Authority
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Five sub-groups were formed to investigate 
various categories of assets: financial assets; 

transportation; land; natural resources; and 

research, development and support activities.

The study group then adopted the following 

study plan:

Task 1: G a th e r  i n fo rm a t io n
Each suh-group collected information on as many 

assets as possible, using a standard format. This 
included information on the management 

structure of the agency in control of the asset, its 
mission and goals, its fiscal structure, reporting 

requirements, methods of evaluation, decision- 

making process, and planning and projections. 

(Repo/' addendum available upon request from 
Cotnmonweaiili North.)

Task 2: M a n a g e m e n t  in te rv ie w s
Each suh-group engaged in a series of discussions 
with current and former asset managers. These 

discussions were used not only to collect 

information on current management practices 
hut also to investigate what works, what does not 

work, and what improvements could he made in 
current practices.

Task 3 : D e te rm in e  f in d in g s
Based on information and interviews, each sub­
group developed a list of preliminary findings 

covering management practices of the agencies 

reviewed. This list was synthesized as a result of a 
series ol discussions among all study group 
members.

Task A: D evelop  r e c o m m e n d a t io n s
Based on the findings, the entire stud\ group 
developed a set of recommendations for 

management of public assets.

A

Critical to the review was reaching a common 

understanding ol certain basic terms and 
concepts.

R e tu rn s  o n  p u b l i c  a s s e t s
In a review of public assets, the concept of 

"returns" takes on a broader meaning than merely 
the financial bottom line, in fact, the use ol 

public assets results in two distinct types ol 

returns: financial and beneficial. They are 
mutually exclusive, hut each directly affects the 

other. Both are intended to satisfy a public 

purpose.

Financial returns are paid to the Treasury and 

then appropriated to meet the state's needs. 
They directly contribute to the state's solvency. 

Through the appropriation proiess, these returns 
are also used to sustain management operations.

Beneficial returns benefit individuals directly 

through program subsidies, or indirectly through 
the multiplier effect of job creation and business 

activity. Beneficial returns serve a public purpose 

by providing goods and/or services otherwise 
unavailable or unaffordable to meet a perceived 

public need. But beneficial returns are not free. 

They are achieved by a reduction in the financial 
return potential.

R E T U R N  O N  ASSETS
Private Public
Asset Asset

; S tate 
; Treasury

Owners Individual * 
Alaskan Totr,| 
Needs Alaskan 

Needs
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MANAGING FOR MAXIMUM RETURN

The concept of economic ilevelopment as a 

public purpose frequently surfaces in evaluating 
beneficial returns. Clearly, customers, vendors, 

contractors and others benefit when the state 

uses its assets for business activity. However, 
unlike revenue structures in virtually all other 

states, this business activity does not produce a 
financial return to the stale from personal 

income tax revenues.

Consequently, the state's expenditures to 

promote economic development, while laudable, 

do not produce a direct return on investment. 
This "Alaska Disconnect" presents a paradox. 

The more jobs created, the greater the 
population growth-which results in greater 

demand for government infrastructure and 
programs. The demand for government services, 

including education, creates a need lor greater 

revenue with no off-setting funding oourcc.

This phenomenon points out the dramatic need 

to evaluate the cost of beneficial returns. 
Determining their value provides a means for 

measuring beneficial returns against the potential 

for financial return which could be used to help 

fund state services.

The A laska D isconnec t Mission Creep
Most asset development agencies have a mission 
statement embedded in their authorizing statute. 

Over time, the activities, priorities and operation 

of these agencies will normally evolve due to 
changing needs and outdared programs. This can 

result in inconsistencies between the agency's 
activities and its stated mission.

Frequently, however, agency priorities will be 

driven by other factors that divert resources and 

interfere with an agency's ability to achieve its 
mission. These factors can include engaging in 

acti.ities for which there is additional funding 

available, or responding to political pressure to 
participate in specified activities. The result can 

be performance tied to these external factors, 

rather than to the agency's primary mission. We 

call this diversion away from mission direct 

activities "mission creep".

TOTAL M A N A G E M E N T  
RESO U RCE

BEFORE AFTER
MISSION CREEP MISSION CREEP

job creation 
activities

OUTPUTS
stote
jcrv/ccs

Population
Growth

Income Tax

S t a t e
Treasury INPUTS

T Y P IC A L  STATE 
R E V EN U E G E N E R A T IO N

A L A S K A  D IS C O N N E C T

job creation 
activities

OUTPUTS
stole
services

P

State
Treasury

Papula
Growth

illation

INPUTS

Resource 
& Asset 
Revenue
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To evaluate Alaska’s current system of asset 

management, it is important to begin with a 

common understanding of management 
statii.lan.ls and performance expectations. The 
study group used the following assumptions as the 

basis for its analysis.

1. The ttssets derived from Alaska's land grant 
should he managed consistent with the 

Constitutional mandate to maximize their use 
and benefit to the people of Alaska.

2. The Constitutional prohibition against 
dedicated funds is recognized as a policy principle 

which provides that the public interest is served 

when all stale revenues, regardless of source, are 
available for appropriation by the Legislature to 

meet Alaska’s total needs.

3. There tire two types of returns derived from tin 

asset’s management: financial and beneficial. 

Each must directly or indirectly benefit all the 
people by serving a public purpose.

4- Asset management is most effective within a 
structure that provides flexibility for maximizing 

returns while assuring accountability to the state 

and its people.

5. Performance measures lor determining 

elliciency, results and returns are essential for 

public accountability.

6. Private enterprise should be the first option for 
obtaining expertise, goods ami services to 

develop public assets. To the extent that public 

sector programs compete with the private sector, 

they should be priced in a manner which 
minimizes adverse effects on private sector 
competition.

7. Maximizing returns lor all assets will enhance 
revenue to the state, and provide greater diversity 

and stability ol state revenues.

The study group reviewed Alaska s asset 
management practices to reach an understanding 

of the public operating environment and 
conditions affecting return on assets. The 

findings listed below describe existing 
circumstances. Not all findings apply to all 

agencies or assets. However, each ol the findings 
represents a condition that materially contributes 

to the state’s ability to produce returns and 
develop its assets.

The findings are statements of fact as perceived 

by the study group. Most, if not all, ol the 
findings can he interpreted either positively or 

negatively, depending on the reader's point of 
view.

M ission  a n d  Goats
1. Vague statutory mission statements result in 

broad and often inconsistent interpretations.

2. Goals are frequently defined by activity rather 
than by returns.

3. Missions may be adapted because of funding, 

political prioritization, and short-term 
expediency, which results in mission creep.

4- The public’s interests are not clearly defined or 

reported.

P e rfo rm a n c e  S ta n d a r d s  a n d  
A c c o u n ta b i l i ty
1. There is no monetary value assigned to or 

reported on beneficial returns.

2. Performance measures, where they exist, are 

often tiid to activities rather than to mission or 
returns,

3. There is no standard format for reporting 
operational costs and benefits returned.

PAGE 8



MANAGING FOR MAXIMUM RETURN

S tr u c tu r e
1. Regulatory and asset management functions 

within a single agency are often incompatible for 
achieving optimum results.

2. Operational mandates created in statute and 

regulation do not allow for the flexibility 

necessary to efficiently adapt to evolving 
missions and priorities.

3. Independent agencies have gn.tter flexibility 

than executive branch departments in operations 

and funding.

4. Assets are managed independently, with no 

portfolio integration that would ensure 

diversification of risk and return, compatibility in 

objectives, performance standards and measures, 
and coordination of activities and reporting.

Management
1. The state’s annual budget process does not 

provide effective integrated review of asset 

management, does not promote a long-term view 

of returns, anil instead focuses on operational 

activity as opposed to results.

2. The vagaries of the annual appropriation 

process and the volatility of state general fund 

revenues influence asset development potential.

3. Availability of, and access to, alternative 

funding sources influence operational activity.

4. Politicization of management appointments 

creates personnel turnover, which impairs 
continuity and returns.

5. There are few management or budgetary 

incentives for maximizing returns.

6. Long-term plans, and the accumulation of 

capital to meet long-term needs, may he used lor 
political purposes, which creates a disincentive 

for strategic asset management.

7. Special interests significantly influence returns 

and allocation of returns.

A fte r  considerable debate, C om m onw ealth  N orth  offers the } allowing recommendations 

to A laskans fo r  their consideration. T he recom m endations are progress ive-tha t is, each 

builds on the previous ones toward a more effective asset m anagem ent system .

a PAGE 9



Commonwealth North

L  C l a r i f y  R o l e s  a n d  R e s p o n s i b i l i t i e s

A. Elected leaders should establish policy, and managers should he given authority and flexibility to 

implement those policies.

B. Assets available for development should be managed independently of the organizational 

authority responsible for promulgating regulations affecting the development of that asset.

C. Activities to develop assets and produce returns, to the fullest extent possible, should be carried 

out by or in partnership with the private sector.

The People

Executive Branch 
I------------------------------
• Implementation of

legislative policy
• Appointments

Legislative Branch 
I
• Mission Statement
• Purpose/Policy

Agency Board or Commissioner 
I
• Management oversight
• Asset management policies
• Performance measures

Management
I-------------------------------------------------------
• Program implementation
• Agency operations
• Performance reporting
• Development oversight

Private Sector
Development activities 
Return production 
Economic development

Beneficiaries

PAGE 10 a



MANAGING FOR MAXIMUM RETURN

2. M e a s u r e  a n d  D i s c l o s e

A. Management performance and agency operations should he measured based on meeting mission, 

efficiency, and financial objectives.

B. Three types of performance measures should he adopted to evaluate management of each as et:

1. Appropriate efficiency measures to evaluate the cost of operations.

2. Measures that show the organization’s results in meeting its statutory mission.
3. Quantifiable measures that state the monetary value of the asset’s beneficial and 

financial returns.

C. financial and operational performance based on these measures should he reported to the public 

annually for each asset under management, using consistent accounting and reporting standards.

T h e  P e o p le

E xecu tive  B ra n ch  i Leg is la tive  B ra n ch
I I
• Implementation j • Financial return policies
•Appointments j

A g e n c y  B o a rd  o r  C o m m is s io n e r
I ;
• Adopt operational efficiency standards ;

based on peer data j
• Adopt financial/beneficial performance :

goals i
• Adopt measures to  track mission 

accomplishments i

A g e n c y  M a n a g e m e n t 
I
• Recommend appropriate measurement 

standards for each category 
•Track and m onitor performance 
•Annually report agency performance 

based on these standards to  the 
Legislature, Governor, and the Public

n PAGE 11



Commonwealth North

3 .  M a n a g e  A s s e t s  a s  a  P o r t f o l i o

A. The State should strategically manage its assets in a manner that provides for an integrated 

assessment ol risk, potential return, deht, market conditions and cross investment opportunities.

B. financial and beneficial returns on all assets under state management should he annually 
reported to the public on both an aggregated and an individual basis using consistent accounting 
standards.

C. The portfolio of assets should he used strategically to achieve long-term sustainable revenue and 
return objectives.

C o n s o l i d a t e d  P e r f o r m a n c e  
R e p o r t  t o  t h e  P e o p l e  
I-------------------------------------A A

E x e c u t i v e  B r a n c h  j i L e g i s l a t i v e  B r a n c h
I i j |-----------------------------------
• Implementation  J  • Policy
O f f i c e  o f  M a n a g e m e n t  L e g i s l a t i v e  B u d g e t
a n d  B u d g e t __________  a n d  A u d i t ___________

A A v% , . r  #r  .1  4 A• *i ** **. *•., ***•*,***•• Lr«**w**vJL-**’* ***** .*** »** «* i »• \ \  *%» *•*, ,.* *  ,* * t
Asset PerfoiVrri^rice Reports /

   *     *. .*• #* «   •I--*  *.*• x*' ••✓* •••»

M a n a g e m e n t  A s s e t  A g e n c i e s

k. ** \  pi jt' -a** *
A g e n c y  R e p o r t s  t o  
t h e  P u b l i c

PAGE 12



MANAGING FOR MAXIMUM RETURN

4. P a y  R e t u r n s  t o  d i e  Q e n e r d  F u n d

A. To the extent that financial returns exceed the need for efficient operations, beneficial returns, and 

appropriate capitalization as determined by the Legislature, they should be deposited into the State 
Treasury for allocation by the Legislature based on the State’s overall priority needs.

B. Every asset management organization should be expected to contribute a financial return to the 
State general fund, based on a formula appropriate to its activities and maturity.

S t a t e  T r e a s u r y

r
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

P r i o r i t i z e d  N e e d s

F i n a n c i a l

R e i u r n s

A s s e t  M a n a g e m e n t  

O p e r a t i o n

B e n e f i c ia l

R e t u r n s

B e n e f i c i a r i e s
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Commonwealth North

5. C r e a t e  a  S y s t e m  t o  A c h i e v e  T h e s e  

R e c o m m e n d a t i o n s

A. Establish ail integrated system of portfolio management which oversees, monitors, and reports asset 

management performance on an ant>ref>ated basis.

B. Incorporate state-owned natural resources available for development into the State asset 

management portfolio.

P e o p l e

E x e c u t i v e  B r a n c h
r T .

L e g i s l a t i v e  B r a n c h  

I T----------------

A l a s k a  A s s e t  

M a n a g e m e n t  G r o u p
I• Consolidated Financial Reporting
• Portfolio Risk Management
• Performance Measures
• Management Network
• Strategic Planning
• Debt & Capital Structure

v i d u a  I B o a r d s  a n d  M a  n ^ ^ ^ m  3

A s s e t  M a n a g e m e n t  A g e n c y  P o r t f o l i o
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MANAGING FOR MAXIMUM RETURN

It is in every Alaskan’s interest to l>articil>ate in developing a sustainable system for funding 

government that is adequate to fulfill the state's obligations. Income taxes, or other methods of 

individual taxation, will never be sufficient to meet Alaska's financial needs and responsibilities. 

The responsible development, use and management of Alaska's assets are the only means of 

achieving this goal.

The Alaska Constitution directs that all these state assets be used for both the development of 

the state and the maximum benefit of the people. This means that Alaska’s assets, both those 

created by the transformation of oil and those received as an endowment at the time of 

statehood, must increasingly contribute to Alaska's economic welfare. The state can accomplish 

this goal by generating earnings that provide both financial and beneficial returns. Financial 

returns paid into the General Fund will help pay the necessary costs of public services for the 

benefit of all Alaskans. Beneficial returns ' :ve the targeted public purposes

identified for each asset.

Fortunately, Alaskans already have considerable experience with successful models for state 

asset management, and must capitalize on those successes. Our purpose in offering these 

recommendations is to stimulate a public dialogue on the goals of public asset management and 

the best means of achieving those goals.

A c k n o w l e d g e m e n t s

The study group thanks all those who helped in the development of this report, and without 

whom this study would not have been possible.

We particularly appreciate the contributions of former and present state asset managers who 

generously shared their time and perspective. Thanks also go to the Commonwealth North staff 

and the Ilartig Fellow who aided considerably in the completion of this report.
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Trent State Tourism Marketing Funding
(in thousands)

Amount Purpose Notes

3,311.0 ATMC Program
This includes all budget lines in the FY00 ATMC budget: Personnel

3,311.0 total (p. 50-17)

International
225.0 Japan Contract Joint with the Division of Trade and Development

2.5 Korea Contract Joint with the Division of Trade and Development
3.0 Taiwan Contract Joint with the Division of Trade and Development

194.0 German-speaking Europe
101.5 United Kingdom
526.0 total (p. 50-16)

Highway
This program is a partnership among the provinces of British Columbia, 
Alberta, the Yukon, the city of Prince Rupert and the State of Alaska. It is 
an official government to government relationship to promote increased 
independent travel to the regions highways and ferries.
The Alaska Department of Transportation ._nd Public Facilities has 
indicated that they may not contribute to these programs if they are not 
operated by the state of Alaska. Winter funds are not included in the

 AMHS contribution for winter schedule FY01 budget.
285.0 total (p. 50-16)

200.0

50.0

35.0

State of Alaska's Tourism North 
Contribution
AMHS postage contribution for 
summer schedule

Travel Trade This program is If gely a pay to play program with business and 
community partners covering for the cost of activities to grow the trade 
sector. The majority of the overseas trade costs are covered in the the 
foreign contracts. The Division primarily coordinates Alaska's presence 
and serves as the official contact and state representative. The Division 
also pays the organizational dues that serves as the umbrella 
membership for Alaska. Alaska's continued state presence will continue 
with these national organizations. Net costs to the state program for 
individual trade shows are provided below.

20.0 Travel Industry of America/Pow Wow
5.0 National Tour Association
6.0 American Bus Association

13.2 Alaska Travel Fair
3.0 ITB
3.0 World Travel Market
9.0 Japan Travel Workshops 

- JATA
_______3.9 Familarization trips hosting costs

59.2 total 

4,181.2 TOTAL
4,146.2 FINAL TOTAL

an additional 4.8 for this function provided in the German contract,
an additional 8.0 for this function provided in the UK contract,
an additional 5.0 for this function provided in the Japan contract.
4.0 for this function provided in the Japan contract.
(p. 50-14)

Includes 11.9 for travel costs to support the program, (p. 50-16 & 50-13)

Does not include AMHS winter schedule funds.

1/28/00 1 state tourism marketing SS.xls



FISCAL NOTE

Revision Date/Time (Note if correction)

STATE OF ALASKA
1999 LEGISLATIVE SESSION

Title

B IL L  NO. CSSB107 (FIN) revis 

Dept. Affected  DCED

Sponsor
R equester

An Act relating to tourism and tourism marketing; BRU Tourism_____________
eliminating the ATMC____________________________Component Tourism Development
Mackie
House Finance

Expenditures/Revenues

Component Serial No. 

(T h o u s a n d s  of Dollars)

2278

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services 673.6 569.2 =69.2 569.2 569.2 569.2
Travel 71.1 68.1 68.1 68.1 68.1 68.1
Contractual 1.381.2 4.634.2 4.134.2 3.634.2 3.634.2 3,634.2
Supplies 12.0 12.0 12.0 12.0 12.0 12.0
Equipment
Land & Structures
Grants & Claims 60.0 60.0 60.0 60.0 60.0 60.0
Miscellaneous

TOTAL OPERATING 2,197.9 5,343.5 4,843.5 4,343.5 4,343.5 4,343.5

CAPITAL EXPENDITURES 0.0 1
CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 2.103.0 5,343.5 4.843.5 4.343.5 4.343.5 4.343.5
1005 GF/Program Receipts
1037 GF/Mentai Health
1108 Stat. Designated PR 94.9 0.0 0.0 0.0 0.0 0.0

TOTAL 2,197.9 5,343.5 4.843.5 4,343.5 4,343.5 4,343.5

E s t im ate  of any  cu rren t  year  (FY99) cc 2,197.9

Full-time 11 3 3 8 8 3

Part-time 3 3 3 3 3 3

Temporary

ANALYSIS: (Attach a separata page it necessary)
Eliminates 3 positions in the Division of Tourism Inquiry Section in FY01.

This fiscal note is b ased  on current levels of s ta te  funding for tourism development and marketing and changes  
envisioned in the "New Millennium Plan".

Includes one time contractual cost of 20.0 in FY00 to conduct a  feasibility study on the contracting out of the inquiry 
section function, "determining the potential cos ts  and benefits which would result from contracting out the work in 
question, ’ per Article 13 of the GGU Agreement.

For FY2000, there is a separate  fiscal n t ior the ATMC.

Prepared by 
Division

Tom Lawson, Director Phone 465-2506

Administrative Services

Approved by Commissioner 
Agency Com

services >

nmerdB ano  Econom icuevelopm ent___________

Date/Time 4/30/99 12:56 PM 

Date 4/30/99

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

• Pav 10.931 SSIn'Of'T'IIS.0M8 Prtge 1 Of 5



f is c a l  n o t e
STATE OF ALASKA
1999 LEGISLATIVE SESSION

B IL L  NO. CSSB107(F1N) revisi 

Dept. Affected_____ DCEDRevision Date/Tima (Note if correction) _________________________
Title An Act relating to tourism and tourim marketing; BRU

eliminating the ATMC______________________ Component Tourism Development
T o u r i s m

Sponsor
R equester

Mackie ATMC
House Finance

Expenditures/Revenues__________________________
Note: Amounts do not include inflation unless otherwise noted below.

_ Component Serial No. 

(T h o u s a n d s  of Dollars)

1026

OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

216.8 0.0 0.0 0.0 0.0 0.0
53.4 0.0 0.0 0.0 0.0 0.0

4,361.1 0.0 0.0 0.0 0.0 0.0

1
TOTAL OPERATING 4,631.3 0.0 0.0 00 0.0 0.0

CAPITAL EXPENDITURES 0.0

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 3,331.4
1005 GF/Program Receipts 1.299.9
1037 GF/Mental Health
Other

TOTAL 4,6.31.3 0.0 0.0 0.0 0.0 0.0
E stim ate  of any  cu rren t  year  (FY99) c o s t : 0.0
POSITIONS
Full-time (3) (3) (3) (3) (3)

Part-time
Temporary

ANALYSIS: (Attach a separata page ifnacessary)

Prepared by Tom Lawson. Director     Phone 465-2506
Division Administrative S e r / l c e s ,   f  , \  *______  Date/Time 4/30/99 12:48 PM—

Approved by Commissioner 4/30/99______
Agency Commerce and Economic Development ________

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governors Legislative Oflico

Pav IC<98) 39lnlommvOMB P ag e 1 Of 1



iCHANGd IN REVENUES f I

FUND SOURCE (Thousands ol Dollars)
1002 nyjeml Recaipts
1003 GF Match
1004 GF’
1005 GF/P'ogram Racaipts 
1037 GF/Mantal H«g|th 
1108 Ospqnated PR

1,077JfTOTAL

(Thousands of Dollars)

ANALYSIS: fUTKn t p*J» fnttaimrf)

P r e p a r e d  8 y : S E N A T p  F I N A N C E  C O M M I T T E E

SENATOR SEAN PAKN , CO-CHAJ*

SeNATWTJt5XN TOROtRSON, CO-CHAIR

Data: 4/23/99
Phone: 465-2995

Date: 4/22/99
Phon'i: 465-2828

OPERATING EXPENDITURES FY 00
Personal Service*
Travel
Contractual
Suppllaa
Equipment
Land & Structures
Grants 5 Claims
M:icellar»ous

TOTAL OPERATING

S B  107

Commerce and Economic Dev. 
~tounam

Touriam Oeveiopmcnt

Rsvlsten Data: 04/73/99 j t>p«. Affected
Tide: Abotleh the A/aska Tourism Marketing Councrl ~  rru

 _______    Component
Spoc-or: Senate Labor and Commerce Committee

Requeatar: Senate Finance Committee_________________________ Component Serial No.

F IS C A L  NO TE
STATE OF ALASKA BILL NO.
19U9 Legislative Session

iCAhTAL expgNomjRga-

EstJmr.ta of any currant yaer (FYW) costs:

Expandlturea/Ravanuca

4.700.0

Paga 1 of 1
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Ex pendlturas/Raven u—  
OPIRATtNOEXPENCMHI RE3

FuiMme ■
Part-time
Temporary

ANALYSIS: (Abk/i 4 i i t m i  pttm Jnrsmstry)

EsUmete of any currant year (FYH) co*l»: 
POSITIONS

Personal Serweae 
Travei 
Contractual 
Supplies 
Equipment 
Land k Structure* 
Grant* A Calm* 
Miscellaneous

TOTAL 0PSRAT1NQ

FY03

|CAPlTAL EXPENDITURES 

ICHANQg IN REVENUES ( 1

FUNO SOURCE_______________
1002 Federal Receipt*
1003 GF Match
1004 GF .
1005 GF/Program Receipts 
1037 GF/Menui HftiJtn
1031 Oestgneted Program Receipt* 

TOTAL

fiscal nl
SB 107

Connmerca and Economic Dev.
Tounsm_________________

ATMC

STATE OF ALASKA 
1999 L eg is la t iv e  Seee ion 

Revlslion Date: 04/2J/V9
Title: Abolish Alaska Tounsm Marketing Council

FY04

Sponsor Senate Labor and Commerce Committee 
Requester Senate Finance Committct _________

BILL NO.
D«pt- Affected 

BRU
Component

Component Serial No. 

(Thousands of Dollars)

Prepared By: SENATE FINANCE COMMITTEE

SENATOR SEAN PARNELL CO-CHAJR
Date: e/23/99
Phone: 465*2995

Dale: 4/23/99
Phone: 415-2828

Psge 1 of 1



<>
Line Item Detail 

Department of Community & Economic Development
Travel

Component: Community and Business Development (2486)
BRU: Community Assistance & Economic Development

FY2000 Authorized FY2000 Mgl Plan
Line
N um ber Line Nam e

FY2001 Governor

72000 Travel 0.0 0. 0 439.1

Funding Source
F und  C ode F und  S o u rc e  Nam e

1002 Federal Receipts 0.0 0.C 128.4

1003 General Fund Match 0.0 0. 12.0
1004 General Fund Receipts 0.0 0. [ 247.(1

1005 General Fund/Program Receipts 0 .0 0. 3 14.5

1051 Rural Development Initiative Fund 0.0 0. I 8.-1

1061 Capital Improvement Project Receipts 0.0 0 ( 1 28.(

Detail Information FY20Q0 Authorized FY2000 Mgt Plai FY2001 Governor
Serv ic ing

Expenditure  A c c o u n t  A gency Explanation

Detail Totals 0.0 0. 439.1

72240 Field Travel Field travel which provides:
Local Government Assistance - training and technical assistance to local 
government officials and staff and public meetings

0.0 0.I 6'  ■'

72240 Field Travel Rural Utility Business Advisor Program (RUBA) travel 0 .0 0. 41.1-

72240 Field Travel Community Development Quota (CDQ) travel 0.0 0.3 6.-1
72240 Field Travel Tourism and Development -staff travel to work on economic development projects 

with individual clients working on economic development projects for Alaska.
0 .0 0 . ) 99

Promotion of and planning of tourism programs, and meet with state and federal 
agencies, municipalities and various statewide organizations involved in the visitor 
industry, conduct workshops and provide technical assistance to individuals, 
businesses and communities throughout Alaska.

Page 50-13
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L in e  Ite m  D e ta il 
Department of Community & Economic Development

Travel

Component: Community and Business Development (2486)
BRU: Community Assistance & Economic Development

Detail Information
Servicing

Expenditure Account Agency Explanation

FY2000 Authorized FY2000 Mgt Plai FY2001 Governo

Detail Totals 0.0 0.1 
n ,

439.'

72330

72390

Legislative

No.i Employee Trsvel

72500 Per Diem/Other Costs

attend meetings and public hearings in Ihe stale.

Expenses for professionally qualified writers, pholo-journalists, tour operators, 
travel agents, and wholesales to participate in product development and 
educational tours of the state. (3.9)

Travel costs for VISTA volunteers. (5.1)

ARDOR non-employee travel. (16.4)

Per diem costs associated vzith program and commission travel, lodging, meals, 
and incidentals.

0.0

0.0

25.'

197

Page 50-14
S late of Alaska
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<§
Line Item  D etail 

Department of Community & Economic Development 
Contractual

Component: Community and Business Development (2436)
BRU: Community Assistance & Economic Development

FY2000 Authorized FY2000 Mgt Plai
Line
N um ber Line Name

FY2001 Governo

73000 Contractual 0.0

Funding Source
Fund C ode  Fund S o u rc e  Name

1002 Federal Receipts 0.0 0.0 302

1003 General Fund Match 0.0 0.0 24

1004 General Fund Receipts 0.0 0J) 4 ,0 9 1

1005 General Fund/Program Receipts 0.0 0. ) 203

1007 Inter-Agency Receipts 0.0 0 ) 77

1051 Rural Development Initiative Fund 0.0 0 3 7

1061 Capital Improvement Project Receipts 0.0 0 ) 3-

Detail Information FY2000 Auttiorizcd FY2000 Mgt Pla i FY2001 Governo

Expenditure  A ccoun t
Serv ic ing
A gency Explanation

Detail Tota ls 0.0 0. ) 5,618 ;

73100 Professional Sen/ices DCED RSA w/ Dept, of Community & Economic Development's (DCED) Commissioner's 
Office for support as specified in the department’s cost allocation plan.

0.0 0. ) 101 i

73100 Professional Services DCED RSA w/ DCED's Adrnin. Svcs. for support as specified in the department's cost 
allocation plan.

0.0 0. ) 113:

73100 Professional Services DCED RSA w/ DCED Admin. Svcs. for use of their Publicalion Specialist to keep up the 
division’s web site, enhance the site as requested, and provide graphics-related 
help as needed.

0.0 0. 3 10 .

73100 Professional Services FishGm RSA ADFG Fish Biologist - CDQ Monitoring 0.0 0. ) 07

73100 Professional Services Rural Utility Business Management (RUBA): Contractors to develop RUBA training 
materials, provide facility planning and training. The focus of RUBA to assist local 
governments to operate Iheir utilities as revenue generating businesses.

State of Alaska

0.0 0. 4 0 /

•
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Line Item Detail 

Department of Community & Economic Development
Contractual I

Component: Community and Business Development (2486)
BRU: Community Assistance & Economic Development

Detail Information 

E xpend itu re  A c c o u n t
S erv ic ing
A goncy E xplanation

FY2000 Authorized FY2000 Mgt PI 3i FY2001 Governoi

Detail Totals 0.0 0 5,61 8. ts
73140 Accounting & Audit 

Services
Admin RSA w/ Dept, of Administration for core services specified in the department’s cost 

allocation plan: Div. of Finance
0.0 0 it 2 .r-

73212 Legal Services Law RSA w/ Dept, of Law for core services specified in the department's cost allocation 
plan: regulations attorney position

0.0 0 i) 1 .;

73253 DP C hargeb jck  (DOA) Admin RSA w/ Dept, of Administration for core services specified in the department's cost 
allocation plan: computer services (MICS), network devices, auto budget system 
(ABS)

0.0 0 0 28/

73270 Other Professional 
Services

Admin RSA w/ Dept, of Administration for core services specified in the department's cost 
allocation plan: EEO/ADA

0.0 0 ) i t

73270 Other Professional 
Services

Contracts with local community development corporations and other private 
agencies for technical assistance, loan packaging services, training materials and 
workshop development for community assistance. These contractors provide 
assistance in the areas of local government management, community develoment, 
land management. Other areas of contractor assistance includes Local Boundry 
Commission, State Assessor, Alaska Coastal Managment Program (ACMP).

0.0 0. ) 52.i

73270 Other Professional 
Services

Tourism North Program: Alaska portion of the Tourism North Program. Tourism 
North, a joint effort between Alaska, Brilish Columbia, the Yukon, and Alberta, is a 
cooperative program lo promote highway travel through all four jurisdictions.

0 .0 0. ] 200.1

73270 Other Professional 
Services

North American Travel Trade Program: Division staff work closely with tour 
operators, suppliers, destination marketing organizations, travel agents and oilier 
travel industry professionals to Increase and promote Alaska travel experiences in 
their lour offerings.

0 .0 0.[) 47.:*

73270 Other Professional 
Services

International Travel Trade: representatives are retained as contractors in Japan, 
Korea, Taiwan, the United Kingdom and Western Europe. Activities include 
advertising in trade publications, statewide product development trips for travel 
trade and press, and sponsorship of travel seminars & workshops.

0.0 0. ) 478.1'
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Line Item Detail 
Department of Community & Economic Development 

Contractual

Component: C om m unity  a n d  B u s in e s s  D e v e lo p m e n t  (2486 )

BRU: C o m m u n ity  A s s i s t a n c e  & E c o n o m ic  D e v e lo p m e n t

Detail Information
Servicing

Expenditure Account Agency Explanation

FY200Q Authorized FY2000 Mgt Pla i FY2001 Governoi

Detail Tota ls 0.0 0.( 5,618.8

73270 Other Professional 
Services

Alaska Tourism Marketing Council (ATMC) Absorption: This figure represents the 
portion of ATMC's budget received by the division due to the elimination of the 
ATMC. This funding shall be used to market Alaska throughout the U.S. and 
Canada by the development of projects & missions created by division staff, the 
hiring of contractors for special services, or a combination of the two.

Although funding was all placed in the contractual line, under the ATMC funding 
was allocated as:
Personal Services 194.6 
Travel 51.4 
Contractual 3,061.0 
Supplies 0.2 
Equipment 4.0

0.0 O.C 3,311.2

73270 Other Professional 
Services

Made-ln-Alaska (MIA) program: Contract for continued services for administering 
the Made in Alaska certification program, Individuals pay a fee and apply for a 
permit that allows the permit holder lo affix the state owned MIA logo (mother bear 
and cub) on their product. This program encourages the purchase of products 
manufactured in Alaska, and is partially funded from program receipts.

0.0 0.( 75»

73270 Other Professional 
Services

Contracts for the following programs may include services for research studies, 
data development, and other services required to carry out program goals: 
Business - Economic Development programs for existing, small, rural and new 
businesses: Alaska Product Resources - Assist the seafood, forest product and 
minerals Industries for expansion, exporting, and product development; 
Research - Continue to provide accurate and timely economic information lo 
Alaskans and communities.

0.0 0.(1 197

73300 Communications Telephone postage fax etc. 0.0 0.1) 107

73323 Basic Costs  - ITG Admin RSA w/ Dept, of Administration for core services specified in (tie department's cost 
allocation plan: basic telephone, measured circuits, dedicated circuits

0.0 0 . ) 54

73400 Transportation Courier service, express mail, DHL etc 0.0 0 .) 14

73500 AcJv Printing & Binding Advertising, printing and bind.ng . and subscriptions 0.0 0 . ) 83 '
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Line Item Detail 
Department of Community & Economic Development 

Contractual

Component: Community and Business Development (2486)
BRU: Community Assistance & Economic Development

Detail Information

E xpenditure  A c c o u n t
S erv ic ing
A gency E xplanation

Detail Tota ls

73700 Minor Repairs & 
Maintenance

73841 Renl/Lease-Fix Cost Admin

73850 S pace  Expense

73850 Machinery & Equipment

73912 Conference Registration

73914 Membership D ues/Fees

73917 P os tage  & Mail Services Admin

73925 Insurance/Bonds FC Admin

Office equipment, display booth maintenance, and equipment service agreement 
costs.

RSA w/ Dept, of Administration for building costs associated with the Tourism 
Visitor Center in Tok. (also known as the Alaska Public Lands Information Center)

Costs for meeting rooms & equipment for Stale sponsored events or conference 
room space at functions where there is an official Division presence.

Photocopier lease agreements 

Registration for conference and training 

memberships, dues and fees

RSA wI Dept, of Administration for core services specified in the department's cost 
allocation plan: central mailroom

RSA w/ Dept, of Administration for core services specified in the department's cost 
allocation plan: risk management

FY2000 Authorized FY2000 Mgt Plan

0.0 0.0

FY2001 Governor

5,618.8

0.0 0.

0.0 0.

0.0 0.

0.0 0.

0.0 0.

0.0 0.I

0.0 o.l

0.0 o.i 15.
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L i n e  I t e m  D e t a i l  

Department of Community & Economic Development 
Supplies

Component: Community and Business Development (2486)
BRU: Community Assistance & Economic Development

FY2Q00 Authorized FY2000 Mgt PlaA FY2001 Governoi
Line
N um ber Line N am e

74000 Supplies 0.0 0.0 76 (

Funding Source
F und  C ode  F und  S o u rc e  Name

1002
1003
1004

1005 
1051 

1061

Federal Receipts 
General Fund Match 
General Fund Receipts.

General Fund/Program Receipts 
Rural Development Initiative Fund 
Capital Improvement Project Receipts

0.0
0.0
0.0
(l.O
0.0
0.0

0
C.
0
0.
0.
0.

Detail Information 

E xpend itu re  A c c o u n t

FY2000 Authorized FY2000 Mgt Pla
Servicing
A gency Explanation

Detail Tota ls 0.0

23 i  
1 < 

44 ! 
21 
1
3 t

FY2001 Govern'-1!

76.

74220 Office/Library Supplies

741560 Data Processing
Supplies

Office and library supplies for all office locations, 

paper, ribbons, laser and inkjet cartridges, toner, discs

0.0

0.0

56

20.
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L i n e  I t e m  D e t a i l  

Department of Community & Economic Development 
Equipment

Component: Community and Business Development (2486)
BRU: Community Assistance & Economic Development

FY2000 Authorized FY2000 MgtPla i
Line
N um ber Line Nam e

75000 Equipment 0.0

Funding Source
F und  C ode  F und  S o u rc e  Nam e

1002
1004
10G1

Federal Receipts
General Fund Receipts
Capital Improvement Project Receipts

Detail Information

E xpend itu re  A c c o u n t

0.0
0.0
0.0

FY2000 Authorized FY2000 Mgt Pla
Serv ic ing
A gency E xplanation

Detail Totals 0.0

75790 Communicative
Equipment

Communication equipment, telephone faxes, lease, purchase, repair or upgrade 0.0

Page 50-20
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L i n e  I t e m  D e t a i l  

Department of Community & Economic Development 
Grants, Claims

Component: C o m m u n ity  a n d  B u s in e s s  D e v e lo p m e n t  (2486)

BRU: C o m m u n ity  A s s i s t a n c e  & E c o n o m ic  D ev e lo p m e n t

Line
N um ber  Ljne  Nam e

FY2000 Authorized FY2000 Mgt Pl<

1
i FY2001 Governoi

77000 Grants, Claims 

Funding Source
F und  C ode  F und  S o u rc e  N am e

0.0 0 0  2,234 f

1002 Federal Receipts 0.0 0 ) 1 1 3 ,

1004 General Fund Receipts 0.0 0. ) 6 0 1

1007 Inter-Agency Receipts 0.0 0. ) 1 ,960;

1063 National Petroleum R eserve  Fund 0.0 0. ) 0 <

1 1 1 1  F ishermans Fund Income 0.0 0. ) 100.1
Detail Information

S erv ic ing
E xpenditure  A c c o u n t  A gency  Explanation

FY2000 Authorized FY2000 Mgt Pla i FY2001 Governoi

Detail Totals 0.0 0. ) 2,234.6

77440 Grants Other Agencies Grant payments as part ol the ARDORS program 620.0
Flood Mitigation Assistance Program Grants 113.7 
Alaska Coastal Management 1390.9 
Alaska marine Safety and Education Assn 100.0 
Alaska Village Initiatives 60.0

0.0 1. D 2.234.f
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State of Alaska Tourism Marketing Program 
Initial Contract Negotiation Outline

State Tourism Program Mission

T h e  p u rp o se  o f  this p a p e r  is to ou tl ine  those  e lem en ts  that tl e A la sk a  D e p a r tm en t  o f  C o m m u n ity  
and  E co n o m ic  D e v e lo p m e n t  (D C E D ) an d  D iv is ion  o f  T o u r ism  (D O T ) be l ieve  are  im p o rtan t  and 
m ust  b e  ad d re s sed  d u r in g  the p rocess  o f  n eg o tia t in g  a con trac t  w ith  a qua lif ied  trade assoc ia tion  
under A S  4 4 ,3 3 .1 2 5 .  D C E D  and  D O T  are  ch a rg ed  with im p lem en t in g  a to u r ism  policy  for the 
S ta te  o f  A laska .  T h e  S ta te 's  g u id ing  p rinc ip les  regard ing  to u r ism  in A la s k a  are co n ta in e d  w ith in  
the D iv is io n ’s m iss io n  s ta tem ent:

•  T o  c rea te  jo b s  an d  b u s in ess  op p o r tu n it ie s  fo r  A laskans;
•  T o  d isp e rse  the e c o n o m ic  bene fi t  o f  to u r ism  th ro u g h o u t A la sk a  an d  th ro u g h o u t  the year;
•  T o  assu re  an  A la s k a  v is i to r  ex p e r ien ce  that is second  to none.

T h e  focus o f  all to u r ism  effo rts  fu nded  th ro u g h  s tate  dollars m u s t  b e  to bene fi t  A laskans .  G iv en  
subs tan tia l ly  re d u ced  g en e ra l  fund  su p p o r t  fo r  to u rism  p rom otion  an d  p lan n in g  effo r ts  in recent 
years, it is e ssen tia l  that  the s ta te ’s l im ited  re so u rces  be  app lied  to those  a reas  that  w ill bes t  address  
the key  issues fac ing  to u r ism  in A lask a  to  the g reatest  benefit  o f  its re s id en ts  and  bus inesses .  
A c h ie v in g  the m iss io n  requ ires  a  c o m b in a t io n  o f  p rom otional efforts ,  p lan n in g  fo r  fu tu re  
d ev e lo p m en t,  re sea rc h  to unders tand  bo th  the cu rren t  m arke t an d  the po ten tia l  m ark e ts ,  and  
business  ass is tance  to A laskans .

Goals
T h e  S ta te  to u r ism  p ro g ra m  m u s t  m ee t  a n u m b e r  o f  S ta te  o f  A la sk a  goals .  S o m e  o f  these  are 
re la tive  b ro a d  p u b lic  po licy  goals; o thers  are  m ore  spec if ic  g o d s .  T h e  b ro a d e r  goa ls  fo r  tou rism  in 
A laska  are:
•  S e rv e  as an e f fec t iv e  e c o n o m ic  d e v e lo p m e n t  tool for c o m m u n it ie s  th ro u g h o u t  A laska .
•  Be c o m m u n i ty  d r iv en  to a llow  ea ch  c o m m u n i ty  to dec ide  w h e th e r  to u rism  is ap p ro p r ia te  for 

their  c o m m u n i ty  and  the types and  leve l  o f  v isita tion they desire .
•  P rese rv e  the cu ltu ra l  v a lu es  and  q u a l i ty  o f  life for all A lask a  residents .
•  Be e n v iro n m e n ta l ly  an d  e c o n o m ic a l ly  sus ta inab le  in the long  term .
•  P ro v id e  a  s ig n if ican t  po rtion  o f  benefits  to the local a rea  w h e re  v is i ta tion  occurs .
•  Increase  re s id en t  sa t is fac t ion  w ith  the v is i to r  industry; reduce  im pacts  to  re s iden ts  and  

co m m u n i t ie s  an d  m ain ta in  the q u a l i ty  o f  life for A laska  res idents .
•  M ain ta in  o r  im p ro v e  overa l l  v is i to r  sa tis fac tion .

W ith in  the co n tex t  o f  the b ro ad e r  goa ls  l is ted  above , the state 's goals  fo r  to u r ism  m ark e t in g  and 
g row th  are as fo l lo w c:
•  Increase  in terest  in A la sk a  as a v is i to r  destination .
•  M a in ta in  o r  increase  the av e rag e  leng th  o f  s tay  in Alaska.
•  Increase  e m p lo y m e n t  o f  A lask a n s  in th e  v is i to r  industry  th ro u g h o u t  the state.
•  Increase  aw aren e s s  and  par tic ipa tion  o f  businesses  in the m ark e t in g  p rog ram .
•  Increase  p r iv a te -sec to r  fund ing  o f  s ta te  tou rism  m arke ting  p rogram s.
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» E n d ea v o r  to posit ion  A la sk a  as a year-round  des t ina t ion .
•  Increase  v is i ta tion  to all reg io n s  o f  the s tate  in c lu d in g  n o n -u rb an  areas.
•  A ttrac t  a d iv e rse  m ix tu re  o f  visitors w h o  travel to  an d  w ith in  A lask a  by  a  varie ty o f  travel 

m odes.
•  Increase  total v is i to r  ex p en d itu res  s ta tew ide; e n d e a v o r  to m ain ta in  or increase  p er  trip 

expend itu res .
•  Inc rease  in d ep en d e n t  v is i ta tion  to Alaska.
•  Inc rease  the  rate o f  rep ea t  visitation.

Issues Facing Tourism in Alaska
T h e  D iv is ion  o f  T o u r ism  an d  industry  leaders have  iden tif ied  the fo l lo w in g  issues  a ffec ting  the
c o n t in u ed  g ro w th  o f  to u r ism  in Alaska:

1) V is i to r  g ro w th  to A la sk a  has  been  s teady  o v e r  the p a s t  fifteen  years, h o w ev er ,  the rate o f  
g ro w th  overall  has  b een  s lo w in g  in the pas t  th ree  years .

2) T o  p ro v id e  in c reased  ec o n o m ic  d ivers if ica tion  A la sk a n s  are  tu rn ing  to tou rism  as the industry  
o ffer ing  th e m  the g rea te s t  po ten tia l  for g row th .  T h e  ra te  o f  en try  o f  n ew  to u r ism -b ased  
b usinesses  is s ig n if ican tly  h igher  than the rate o f  g ro w th  o f  the tou rism  industry . T hus,  
bus inesses  m u s t  g ro w  no t  ju s t  from  an ex p a n d in g  m arke t ,  bu t  f rom  tak ing  m ark e t  share  from 
co m p e t in g  bus inesses .

3) T h e re  has b een  a  m a rk e d  ch an g e  in the m ark e t  sh a re  held  by  in d ep en d en t  v isitors, fa lling from  
70 %  in the m id -8 0 s  to 5 0 %  today.

4) T h ere  has b een  in c reased  vertica l  in tegra tion  and  m erg e rs  in the industry  that has d ec rea sed  
o p p o r tu n it ie s  for  sm all  b us inesses  in A laska .

5) S evera l  po in ts  a round  A la s k a  are  suffering  f ro m  c ro w d in g  to  the p o in t  w h ere  v is i to r  
sa tis fac tion  is dec lin ing ,  a n d  res iden t/v is i to r  con f lic ts  -ire increasing . (Juneau , D enali  and  
S k ag w ay )

6) O u ts id e  o f  these  co n g e s te d  areas, m ost parts  o f  A la sk a  hav e  su rp lus  cap ac i ty  du r in g  p eak  
sea so n  and  w an t  to  see co n t in u ed  g row th  that w ill su p p o r t  their  local eco n o m ies .

7) C o m m u n i t ie s  that a re  cu r ren t ly  un cro w d ed  are  co n c e rn e d  ab o u t  the e ffec t  that g ro w th  will have 
on re s id e n ts ’ c o m m u n i ty  values  and  quali ty  o f  life.

8) C o m p e t i t io n  from  des t in a t io n s  outside A la sk a  is increas ing .
9) T o u r ism  has  em erg ed  as the second  largest industry  in A laska ,  an d  the largest  e m p lo y e r  o f  

A laskans.
10) T o u r ism  is a  key  so u rc e  o f  en try  level em p lo y ee s  an d  a  key  p lay er  in red u c in g  the s ta te ’s 

w e lfa re  rolls.
1 '  A c tio n s  o f  m an y  s ta te  a n d  federal agencies  h av e  a s ig n if ican t  im p ac t  on the v is i to r  industry. 

Im p ro v e d  c o m m u n ic a t io n  be tw een  agencies  an d  co n su l ta t io n  w ith  the D iv is ion  o f  T o u r ism 's  
industry  ex p e r ts  w ill  he lp  av o id  p rob lem s and  c rea te  opportun it ies .
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