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the sc.ived revenues a1.,e deplei:ed . Expend i. Tm.,es fa.l l l"ripi <\ly <inrl finally 

approach the long-run growth of the other two cases . 

'l'he relative movements of aggregate economic va1 .. iable:s in the ·three 

cu::;es have ccmparabJ.e patterns as i.,apid e>:pencliture growth stimulates 

rupid economic expansion and more moderate expenditure growth causes 

lower rat es 0£ increase in population, employment, and personal income 

(Table I . 24). Dy 1999, ho;rever , all three cases are essentially back 

on t he same growth track in terms of employment with less than l per­

cent difference among them . 

Per ca pi ta state expenditures measur ed in conn tant dol L::rs , because 

of the pai.,allel movc:nents of "total state expcndi t:ures and population , 

ulso have.! patterns simil a r to the pa tterns of total expenditures 

( 'fc.tblc 1 . 25 ). Each of the specia l cases ha::: one time pc1.,i od when 

]>Cl' capita i.,eal expendi L u~es exceed t he base cace comparabl e ycat' and 

onn period when expenditure:-. per ca pi t'o l dr, t he base cusc . When expen­

di t:ur~s arc tied to e>:pected revenues , Lhe "bulce" occur::: eurly and 

when t icd to :t'ece.i. ved r e venues, l t: c.1cc 11ro l ater . 

One val"i<:ll>lc displays a :;omewhu t different pat:t~'l"n f r om those prc­

'>C'nt c<l t hus J<1r . Tot:al :-~t.:ite r evenue:-: pcl' capi la i.n const,1nt dollars 

J.:1lJ.!; rcld tive to ·the bil::;c case.! \lh l•n c;:pendi.Ll1re growth b J..i.nkcd t o 

c:·:poct t'd .l."0v c•nucs (T..iL>lc! l . ? G) . ) l r e t111 • 11:~ on ll'·1Ck in l he 1990s but 

rwVN' (•Y.1;0cJ !.: th0 bc.1 :;e cu::c . 111 t h 0 cclfiC wlw1•0 p,row L1 1 i :-:; l i.nked ro 

J'l' V <:nu{'f~ t 'C'C\...' i.vecl, Lhc:l'c is ~1 pcri ocl th1•nur,h J.98'/ when pm· capita 
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•rable I. 26 

Re~l Per Capita State Revenues in Three Modified Target Cases 
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revenues exceed t:hc base case . Then fol' five years, the reverse is 

I 
true before they l'eturn to essentially t1"ack tile base case. It appears 

to be the case that overall per• ca pi ta state revenues are maximized in 

I thes e part iculm' e;.:amples when r,rowth occut'S after revenues are received, 

rathe1"' than in an ticipa-rion of thos e revenues. They are minimized when 

I g1'owth fol.lows movements of anticiµ..'lted revenues. Targeting gro'wth to 

I 
personal income increases provj des the middle ground . The return .on a 

dollar investment by t he s t a tc in terms s t 1•ictly of tax reve nue is thus 

I maxirni2cd by invest ment in a f und which en~1a a fixed ~~turn, rather 

tha n ·through a n i nvestment sccl:ine t o p1"ovi.dc tax r e ve nues . This i s be-

I cuu:;c of 7he underly i nr, a vcrriec r~tio of l'.::!V l;.! llUcs t o pct•:.;ona l income of 

I dollar of ~crsoncl incon~ crcatu<l . A <lolJ~r Jnveotc<l in~ fund Buch as 

I the pc:r1:1ane1r fund mi r,h t , by contl'r1:; t , eilrn '/ pc·r-~~n L anmmlly in pcl'pc t·ui ty . 

I 11011 L: Ll11.! :Jtilte to c hoo::.:0 ;1rnong, t hv:;c tlwcc t ype:: or ·g!"owt h µnl h:.? 

I 
I 

1• t::lne. publ.i c \'Xpc11c1 i t uruo t.1 n<l i nc;orpoY' .. l l c::1 .:1 r a U oni'llc• wh i. ch c:i1n be 

c ;J:; i J y unJcl'.: l nuc.l . lt :-;u I f e\'n fl 'lliil .:i n .... oct I 1)1' u :-:cvc.•l"c downward ad j us l:-

I 111,•n t oI 0:~:icnd i.l t11 'c:; un lc>s.; nu11 1·cvPnt1P :,011 1•cc~: a pf>C.t t' . Thi :~ scv01'C' 

d i.scon l.i n~ity l:: Lid s rnc Llwd ' s .l .. 11.'11,or;r pl"ob. L c~m , alt lio1w.li .-il.l :;u fFct• from 

I 
I 
I 
I 



It is mo:r.e dif=ficult to nhC"los c among the other two cases . The case 

with expenditures linked to .:mtic i pated revenues offer s the dual advan­

tages o.f more rapid economic growth in earlier year:; ond la1,ger real per 

capita levels C?f state cx.pen:!.it ures . The other case offers lower growth 

of the economy in the p1,e ::;ent, although more rapid in the future , and it 

is the cas e which gene~ates t he largest amount of revenue per capita. 

Viewed f rom ·this per s pe ctive , the decision regarding the aggrenate 

spendi ng l evc!l f or the state r est s upon a t1.,adeoff . between increased 

l"CVenues i u the l ong run from s l ower s pendi ng r ates und the attendant 

futur1e benef .its deri vahl c frc·m these i•cvenucs , and increased benef itD 

in t he immccli<:i t:c present ft'orn i ncreases in state spending a nd r esulting 

economj c f.l'O:vth . Among thc:-;c µrese n t bcnefi ts wi ll not , in general, b e 

t he gcncrati on of l aPgc.:r f; La Le r e\•cnues . The inunccliatn bcnefi·t s ar c 

in the form of nccc~>Sal'"/ c;.:po nd i. tui:'cL: by t he :;tatc a nd t he ec11cr a l ad ­

vcmtaf',l!S of n Jure er , a '1 oppo:sed to iJ sm<:t J.ler, economy. 

There cn'e , or cou'!.·!:0 , a 1.:ir:-ec number o r grow t h ::>a Lhti of \·1hich 

t hc:.c tln1 cc: .J t'c only c>:amplc :::, They clo illus trute the Lasic choi ce 

wh icls tho sta t:c faces and Ll1 r t 1•udc-of f i mpl i. c .i: t i n t hat choice . Tho 

c!'ltabllr.hrno 11 t: or t he perm:tM't1 I f und was the t- c~i.nn ine o.f t lw rccoBn i t:lon 

tltat ·1 he 'l r.i<l1.!u rf exists . 'l' l1c ncx l :1 t: cp is 'lo c:-:pl i. c i. tly anulyze t lto ::.:P 

t1·.:idcof·[:; f .1ci ne t "n0 :: t..::t:c 80 t hat d1oicc:, of cxµc 11d i. Lut'1J l c:vel:: c cc111 

li".:! rn.:idc w i I h full undc_ .; .-.mcU np; of Lilt: i r l on e- t:N'lll imp l Ll'il t ion~ . 
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PART II 

IMPACT OF ALTERNATIVE USES OF PERMANENT FUND EARNINGS 

A. Introduction 

An important policy question surrounding the permanent fund concerns 

the disposition of earn~ng~ generated by the fund. The Constitutional 

amendment creat~ng the fm.1 provides that all earnings be returned to 

th~ general fund to fin~nc~ st~te expenditures unless the legislature 

directs otherwise. It is this opt.i.on which is assumed in the economic 

simulations done for the other components of this report . 

In this section, the analysis concentrates upon the economic im­

pacts of different proposals which have been suggested for alternative 

uses of permanent fund earnings . These four are the Alaska Inc. proposal 

to distribute earnings to individuals who have passed some Alaska resi­

dency test, the suggestion that income be reinvested in the fund itself, 

and two less formal suggestions that personal income taxes be reduced 

or that state expenditures be increased by the amount of the earnines . 

A fifth alternative had been suggested for analysis but was not 

included because of the feeling that the probable sensitivh:y of the 

results to necessarily speculative assumptions would not make the analy­

sis particularly valuable. This was the suggestion to use the earnings 

in either market rate or below market rate l.:ian programs. The impact 

of this suggc~tion, if one were to assume market rate loans and competi­

tive capital markets, woul d be neglieil>lc in aegreeate economic terms. 

, 
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As the assumptions ~egardin& the loan rate or the competitiveness of the 

capital market are· altered to allow subsidized loans or the possibility 

of imperfect information or some other impediment to the free flow of 

capital, then a positive economic impact could be generated by the eco­

nomy, and this would be reflected in the model. The impact would be a 

direct fW1ction of the type of activity, rate of subsidization, and 

s.trie.ngth of response of that pa1.,ticula1" economi<.! Se<.!to:t\ to loan incen­

tives. Any assumptions regarding these matters would be highly specula­

tive and, thus, this particular proposal was not analyzed in order to 

eliminate the possibility of presenting misleading resnlts . 

Of the prioposals analyzed, the Alaska Inc. idea has received the 

most attention in the public forum. The particular form of this idea 

analyzed here is that of the Governor as embodied in !ID 525 - SB 384 

(Tenth Legislature). The bill would require that at least half of the 

earnings of the fund which were transfer1.,ed to the general fund be 

distributed each year as Alaska Inc. share payments beginning in 1981. 

Persons who had been residents of the state for a period of five years 

would be eligible to receive a share payment; and every fifth year there­

after, a person who had continuea in residency in Alaska would be eligible 

to receive an additional share. Thin analysis as:mmes all fund earnings 

are transferred to the general fund and, of tlmt total, 50 percent is 

distributed as Alaska Inc. 

I 
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At this time, there is a legal question as to the constitutionality 

of such an income distribution pr~gram which would. exclude a large per-

. cent.age of the population. 'l'her'e are othe·r legal at}d administrative 

questions; answers to which must be assumed in orde.r to do the analysis 

of the impact of Alaska Inc. on the state economy. It can reasonably 

be assumed t hat the .l?r.ogram would be struc\tured in such a way to avoid 

the necessity of paying state personal inc<>me tax on the proceeds . How­

ever, it is less obvious that ~ederal personal income taxes could be 

avoided . In this analysis , it is assumed that a method is developed 

which results in the payments not being liable for federal personal in­

come taxes to maximize the potential economic impact on the state through 

the change in personal income resulting. Administratively, it is assumed 

that Alaska Inc. payments enter the personal income stream after the 

payment of federal and state taxes and are not a form o:t: special credit 

on the state income tax. 

'l'he suggestion to reinvt~st fund earnings back into the permanent 

fund is motivated by a desire to increase the future earnings potenti.~l 

of the fund . Thus, saving in cm:-ly years would lead to the generati~n 

of additional revenue in a later period. To compare the impact of thi:J 

suggestion to that of the Alaska Inc . proposal it i s assumed that the 

portion of permanent fund earnings which would have otherwise gone into 

the Alaska Inc . pro&rrarn i s instead reinvested in the fund. 'fhus , 50 per­

cent of fund earnings are reinvested aud 50 percent are transferred to 

tho general fund . 



In the case ~·:here the personal income tax is reduced by the earn­

ings of the permanent fund the p!'oportion of the fund earnings allocated 

to this program is the exact amount which was distributed as Alaska Inc. 

payments in the first instance. The :veduction in taxes is on the basis 

of an aver.age reduction for the average taxpayer . 

. In the fin al al tElrnati ve examined, the . ..tmount of state spendi.11g 

is increased by the amount which would have been distributed as Alaska 

Inc . shares in the first case. This has the primary effect of raising 

the level of expendi tui'es above the predetermined target expenditure 

rate in early simulation years or of reducing the amount by which expen­

dl tures ar·,~ curtailed below the tare et rate in later years. 

All t 'lle alternatives analyzed in this port.ion of the study build 

upc1n the same bnse case , whi<'h is one f1elected ft'orn t he cas~s generated 

in Part I of the study. A description of the basic assumptions undc1'­

ly:i.ng this base ca.se follows. 

·1 
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B. Dase Case 

The base case, which is used to anal yze .alternative uses of permanent 

fund earni?gs, is a simulation of tpe economy which incorporates a for•mula 
' 

approach to the growth of state' gov·ernment expenditures. Under this 
• ' • I 

formula , state expenditure~· grow ~ta rate wh~ch maintains a constant· 

ratio between per capita real state expenditures and per capita real 

personal income. This does not involve the imposition of a const raint 

upon. growth until 1990 . At that time, growth expectations are gradually 

revised downward in an attempt to adjust to the long-run r evenue con-

straints imposed on the state . 

'fhe other basic assumption con•:::erning the base case which is im-

portant is the erowth of the pet'manc~nt fund. In this base case, the 

basic contribution rate to the pel"manent f und is 25 percent, but now 

additional monies are placed in the fund as they nre found to be excess 

to thr:i 1 c>mal requirements of the gcme1"al f und. In this way, they Cll"e 

able to earn the: 7 percent return avai lable on the pe1"mancnt f und rather 

than the 6 percent average return on the general fund. The supplemental 

contributions to the fund are not "locked in" permanently to the f und 

and inay be withdrawn in periods of deficit on current account in the 

state treasury .. 

'!he reason f or this assumption i s that it allown the permanent fund 

to bui :1.tl up n large balance i n early years which, in tur n, generates a 



substantial amount of · revenue. This revenue, in turn, becomes the · diI•ect 

cause of tpe impacts associated with redirecting the fund earnings into 

different pr>.ograms . 

•' I • I 

.A.ggr.egate indicator's of economic activity in : the base case are de- · 

picted in Table II. l and r>eflect a pattern of strong growth. Pop'ul~tion 

increases to 683 thousand by 1990 and to 952 thousand by the end of the 

simulation period in 1999. Employment growth reflects the same basic 

trend, except that in the early 1990s, the rate of inc1"ease slows to 

almost a standstill for several years·. This is an indication of the 

readjustment occurring during this period in expectation of state reve-

nue reductions. Cutbacks in state employment are necessary to balance 

·the state budget , and this l"educes overall employment growth. Personal 

income growth seems less affected by the government slowdown in the 

eai"ly 1990s. It shows an almost ten-fold increase ove1" the pe:t.'iod of 

simulation. 

The r>equired reduction in state spending in the 1990s is shown in 

Table II.2. State expenditure growth follows the formula until 1990 and 

then curtailments f'!'om the desired erowth path occur. Between l990 and 

1997, expenditures dip 3ignificantly in total umount . They are, in ef-

feet, waiting for revenue growth to catch up. At this time , petroleum 

revenues are declining , however, and total revenues are actually declin-

ing . Only in 1997 are revenues higher t han the l evel attained in 1986. 

r.ach year , tho target growth rate is reduced and, yet, each year state 

spending must adjust downward to compensate for insufficient revenues. 

I 
1. 
I ~ 
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Table II.l 

Base Case Aggregate Variables 

PCJF' .. 
1977 :~9B ."5 02 
1978 40B • :3:1. 7 
1979 li25 . 552 
:l.980 ·1 ~'i7. fJ17 
:I. 981. 4El4.21.4 
j, <f 82 1}95 .• 249 
:1.983 508 . ~:S99 
:J. 98•1 525. ~55 
1985 5461 . 2t:3 
1986 !568. 4ti 
l987 :::;93. 34 
1988 . 62:1. . 20~5 
:1.989 6 ::'i~5 . :I. ~55 ·- -·-----r1/90- --·- ·- - ··· -·- - -r.~Ei~!~79 --
199:1. 
1.992 
:1. (19:3 
1 11<?4 
:t 99r7i 
l 1?96 
1997 
1.99B 
:I. 9'r9 

POP - Population (thousand) . 
EM99 - Employment (thousand) 
PI - Persona l income (million $) 

?00. B:I. :I. 
1:1.2. 9 
·7 :~ 9 • () 0 ::.) 
7:'.'i2. ()()(j> 
7£H. :·544 
B :J..4 . :·5~5;-:; 
£3 ~::; :.~ .. ,;, ~:.:; ::.~ 

(1<j>7 .. 797 
9~.:;2. 1.34 

rM .. ·· ~1 ... ,, 

:1. 87 . -4B7 
:l 92. ()~!9 
20:1.. :n6 
220.719 
:~~~~=-!. 927 
::!:~3. :~46 

236.4:t6 
243. ~545 
253. <MB 
263.693 
::~7 6 . 0!7i7 
290.201 
306.B62 

··~52 :1. : 033 
:'526. :1.32 
~527. ~:iOI} 

3:3:~ ., 9~~2 

:~4.<1 . 049 
:3:::;r; • '799 
3'/'7 • 7 ::5 6 
~~<;9. 07 
'l 7-.~4 . 6'7:·~ 

4~:Sc~ • 042 

. . 
PI 

~529:~ .=~:t. 
:~600. 29 
·1055. 06 
4869.6 
5~505.9:L 
5771. .6!5 
6:l63.83 
6725.1.2 
74:37 . 71 
824:1..99 
9183 . 67 

:1.0285. 
1.:l.!'.-i99+8 
1. 289-0 . 7 ···-

:I. 3'7B2. !7i 
·1 :I. 4~;;02. 2 

:I. !:i49 :I . • I :I. 6 110~~ • G 
:1.B63"l.G I 
2 () l.1 ~;j 1. • 2 
~:!:·:~04 :I. • 3 
~!.~:;9 33. 

::.!9!'.'i09. 6 
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Table II. 2 ~ . 

Base Case State Revenue & Exp~nditure Variables 

,I 

. : . 
E99!3 

1. ~)77 :1.099.65 
:1.978 127:1 .• :J. 7 
:l 97S1 :l.3B!3. 2 
1. 9(1() :I. 550" 8c'> 
1. 98 :!. 1839+37 
1.982 2067.2 
1.983 2164.87 
1.984 2 :307. :t ·7 
1. 98!:i 250B . 56 
:/.9G6 2 762 .()7 
:L 98'7 ~~046. "78 
:1. 9 fJB 337 7 . 94 
:t 989 3762 . (,<",' 
:r. 990 406 :1. • n::5 
:I. r;r; :l 4 0 0'}. f.d 
:1. 9SJ2 379!'.) . 6:.! 
:I. ~J93 ;3 (~) 6 11 • 1:1 ~:; 

:1. 994 ::~696. 3!'.'i 
:1. 9 9 ~) :~u 4 2 . ::Lt 
:1. 9 96 4010. :67 
:J. 99 7 'll 9 7 . 45 
1998 4 -~ ~"'i :I. . 29 
1. 9'19 479 :1. . 29 

E99S - Total St.:it-c expenditure (million $) 
R99S - Total ~tate revenue s (million $) 

r;:99S SAVS 

:1. :1.:rn. 36 o. 
:l.:l48c.8 o. 
:J. ~:;:~8. B :I. () . 
:t 94:5. ~"'i9 o. 
~~2:~9. 1 ~:) () . 

L.5:l2.~!:I. o. 
2B:L4. 78 0. 
3240+62 (). 

~~ti:51 • 3f.1 o. 
:5 7 :I.~;. 2!:) o. 
:5f.192. ~"'if] o. 
:~624. 77 o. 
:~~170 . I o. 
~~~;:·5c, ) f:l: .. : :t 5::i. 9;33 
34HB . ~.'i6 ~iEl6. 024 
:542B. f:l4 4"74 . 7 06 
::i404. </<') ~5:1. 7 • 2 :3 7 
34 ~i0 . 24 2:t:L 927 
:-.s:')6 1 . 77 :1.76.178 
:5i':l.:1..:l.4 ~!07 . 572 
:~9 :I. I} . 4 !'.'i 224. 6:1.1 
4HM.93 207.3l14 
1}!542.83 188.939 

SAVS - Expenditure cuts below target rate of cx9enditUl:es (million $) 

I• 

,. 

I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
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Because the state has anticipated its revenue problems and begun 

reduci.ng expenditure levels before:: it completely eliminates its ·fund 

balances, at the end of the simulation period there remains ~ positive 

balance in th~ general fund (Table II.3). In the interim, it ha~ grown 

to be in excess of $3 billion; but by 1999, it has essentially hit "rock 

bottom" at a level of $722 million. 

The permanent fund has actually built JP a substantial supplemental 

a~r.ount in this case over and above the amount accumulated by the 25 per-

cent contribution of bonus and royalty receipts. The inclusion of the 

supplemental acco~t brings the balance rapidly to the $3 billion level 

in 1905 and over $5 billion by 1995. The supplemental balance is all 

accumulated by 1986, at which time it is appPoximately $2.276 billion. 

This fund level remains constant until 199B, when the first drawdowns 

occur to fund deficits on current account which cannot be paid out of 

general fund balances . The rule used .in this' case in specifying what 

amount of the current account surplus would go to the general fund and 

what would go to the permanent fund supplement was simply that 75 per-

cent of excess revenues in excess of 120 percent of expenditures would 

be transferred to the supplemental fund. This allows the general fund 

balance to build up in the 1980s. \'n1en expcndl ture levels exceed rcve-

nues , the eeneral fund balance i s drawn clown to a low level before the 

supplemental permanent fund is oper.ed for spendinr; .on current programs. 
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Table II.3 

Base Case State Fund Variables 

C:WB;~L f"'F .lH~'- , ... 1- ~ LJ t-' t.ll.. 

1977 570.0Bl. 2.4 
:L 9 "7fJ 46.I. ~ 37'7 b2+4 

:1.979 :~i 4'7. 7~~2 :1. f:l!:S ~ ~)6 

1980 86 :1 . • 622 327.492 

t 9E>l :I. :I. ·77 . ~3!5 482 . !7i6 

1 </82 1. 535.35 6b:L.c>5~i 

1 <t8:3 :J. 66? . 32 :J. ;2/.,8. 8 

:1.984 :I. 86r; • ::.~ :'5 :-!096. ~17 

19:35 2089 . =~2 300:;. 44 

19B6 229~5 . 96 3H69.3 
:I. 98 '7 2 fJ !':i :~). () 1 40<;>;· . :1.2 

198B 307t; . :t7 4294. :5 :3 
:l.9R<J ::.~<J :·!O • ~~~! 44 6:·!. o=~ 

:I. ~>9() 2~.'i'::'i. 66 4604.7 

:t.99:1. 2040. 77 472!.'i. 9/ 
J99~.~ :1. 7::rn. :::;4 i}(l29 • 2 :I. 
:l 993 1 ~:i 2 r• + fit! 491/ .:H 
:!. 9~> i} :I :-<!13. 67 4992. 4 
:1. 99 ::'i .I. :l. 4B . 9c; 5 o:r.;6 • c11r 
:1.99 6 927. 9<75 5 :l.J. 0 • A:~ 

1997 7~~2 . :(.Jl 5 !:i :l. !56 . Il l. 

:1. cr1a '722 . :~:5'7 ~500!=j. 9 :I. 

.l 'I </ ? 72~!. ~:.~8 4 El6<)> I :l11 

GFBJ\L - General fund balance (million $) 
PFB1\L - Permanent fund balance (million $) 
PFSUPDL - Perman ~nt fund balance in excesG c 25% ~nillion $) 

o. 
o. 
(). 

o. 
() . 
o. 

4 0:1..932 
:I. 00 :L • f.16 
:Lb61.93 
2'.2/5. 05 
2 ::~ '/ ~5 • i:i ~.'i 
::!275. (i!'5 
:~ :.! 7 ~:; • f.l ~5 
227::i . B ~:i 

2275 . f:l~ 
:~~ =-!I ~7j • f.J !:) 
2275 . fJ!') 
:?.275 ~ 13 !) 
227!'5 . f.)!·5 
:!~~7~5 . f.J ~7i 

:?.275. B!':i 
2 0 fl6.94 
'f.9t7 . 8 

I 
I 
·I 
I 
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I 
I 
I 
I 
I 
I 
I 
I 
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Two components of st<rte revenues· are of inter•est for purposes· of 

comparisons with later cases (Table II.4). The personal income tax re­

mains. an important source of stat1! revenues. As petroleum revenues 

decline over time, this regains its role as the largest tax revenue 

generator in the Alaskan tax structure. Permanent fund earni_ngs increase 

rapidly as the permanent fund balance is built up in the early 1980s . 

After this time of rapid growth, the rate of increase declines and a 

plateau near $350 million is reached in about 1995. Future fund with­

drawals will drive the total earnings down rapidly after 1999 . 

Three indicators of average per capita well-beinc ai~e present~d in 

'!'able II. 5. Real per ca pi ta disposable income inc1'cases over the simula­

tion period at a fairly constant rate . Real state expenditures p~r capita 

increase according to the target formula until 1909 and then fall signi­

ficantly over the next ten years , until they cire below tho l evel of the 

initial simulation year . · Real per capita state l'tWe11ueo reach a peak 

in 1985 of $2,007 and then they al so begin a ot:eacly clccl.i.ne. Dy 1991 

they are below the 1977 level, and the fall continues W1til the zimula­

tion ends . At: t hat time , t'cal per capi ta expenditures arc abou·t one-third 

l ess than at the beginning of the s imulation. Thio rcflectG tho cont:i 11u­

inrr. decline in the importunce of oil revenues . 



II- 12 

Table II .4 

Base Case Components of State Revenues 

1977 
1978 
1979 
:<;so 
1981 
1 98~ 

:1. 983 
1984 
1905 
:l 986 
t98/ 
19HB 
19LJ•) 
1 1) 90 
199 J. 
1 <J<:'2 
1 1? 9~ 
l. 994 
1995 
1. 9 116 
1997 
l.?Y8 
199') 

RTIS - Pcr!lonol i ncomo tnx (million $) 
lPFl - Parmnnent rund earnings 

l~ TIS 

:1.20.4/9 
117.077 
139.925 
172 . 252 
20/ . 61.7 
221 .933 
23 :1 . • 0 3 
2'..i4 . 6B.:.! 
2fM. 2 J. "/ 
:~ 2 : .. ! • 3 t :5 
366.23 
410. f,'"/6 
40:~ . 3 
~-j .() 6 . 04 
3 <JO, 9:56 
6 :U:L ::i06 
(i~'i6. 3 
722 . 4'l 
009 . 460 
9 J. 1. =~48 

1o:s :1. 6':.J 
J t 82 . J 
1.f/0.62 

tPFl 

o. 
0.168 
4 . 368 

:L2.989 
22 . 92 4 
33 . 779 
46.3:l6 
88 . 8 16 

l 46. '7A8 
210.241 
270 .851 
2~U1. 798 
300 . 603 
312.:M2 
322 . 329 
330 . 0 .LH 
3~58. 0'l4 
3Jl'l . '.!. 12 
~549. '1 6 8 
353 . 9MJ 
3:=i7. 7:17 
360.Y48 
3:-iO. ·1 J 4 

I 
I 
·I 
I 
I 
I 
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I 
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Table II. 5 

Base Case Real Per Capita Economic Variables 
• j 

[I I l~PA E99Sl~PC 

1977 2897.39 1185+25 
1978 2997.94 1279.2 
1979 3104.74 1282.35 
l 9130 . :Q93. 58 . :t.265. {>1. 

1981 3345 .1 7 1358 . 48 
---- -·--fif(32-- ·- - ·- ·--- · ':530 .. /.-67 -· ·14 :0 . 27 

1983 3332 .03 1 ~27.93 

1984 3393.5 141 8+23 
:t 985 ::s,r10. :n . 142~> . 39 
1986 3542 . 6 1448.33 
1987 3626. 1468+23 
1980 3710.27 1490. 01 
1989 3806.06 . 1510 .81 
1990 3875.18 1497.01 
1991 3889 . 23 1389 . 44 
1992 3894.72 1254. 58 . 
1993 3934.03 11 46.15 
1994 4006.7 1077.05 
1995 4093.9 1038 .1 6 
1996 4182.51 1000. 62 
1997 4279 . 07 961 . 413 
1998 4383 . 1 929.007 
1999 4494. 84 90~.~06 

R99Sl:;:PC 

1 2 1 8 . :~~3 

1156 .06 
l.'124. !:"i~5 
1586 .1 :I. 
1646.34 

· - 1. ·1~rn .-r;3 -
:I. B~?if.>. f.11 
1992.03 
2006. 5~5 
19117.1 
:L 7'79 . 44 
1 ::Vi>f:I. B9 
1.43~1.72 

:I. 303 . ~3 :1 

1.2:l0+39 
:1. :1.:n. ~54 
1063 . 1}9 
:1. 005. :~4 

9c>2 . ~56 
9 25 . 9~)8 
EJ96 • S<f ::S 
fil73 . 'l:t. l 
855 . 706 

DIR.Pl\ - Real per capita disposable porsonal income (conotan t $) 
E99SRPC - Heal per capita State expenditures (cons tant $) 
R99SRPC - Real per. capita St.1 to r evenues (cons t ant $) 



C. The Economic Impact of Alaska Inc. Payments 

In order to anal yze the impact on the. economy of Alaska Inc., a 

model simulation was done in which the only cha~ge f-rom the base case 

described above was to allow 50 ~ercent of permanent fund earnings to 

be transferred to Alaskans el.igible under the Al?ska Inc. prpgram. 

The. specific assumptions and. their rational e for their incorporation 

into the model are described in detail in Appendix D. 

The impacts which are traced through the model derive from the 

effect the program has on the level of disposable personal income. The 

increase in this component of income generates an inc1 ... ease in the de­

mand for goods and services by Alaskans which, in turn, generates addi­

tional income and with it, employment. It is assumed that for the indi­

vidual , the change in income is marginal and thus does not affect his 

overall pattern of consumption. It is f urther assumed that t he Alaska 

Inc. prog1 ... am does not have a direct impact on migration to the state . 

'I'ablc II.6 shows the basic calculation of the money which would be 

annually distributed as Alaska Inc. shares, given the economic assump­

tions of the base case . The total c.:ir nines of the permanent fund, as­

sumed to be 7 percent, arc placed in two separate accounts . One-half 

of the proceeds are pnid into the general fund, and the other half al"e 

paid out ns Alaska Inc . payments . In the fil"st yeai' of Ll1c p1:ogr •. rn1, 1901, 

tho money available for the progt•am i s quite s mall, amounting to jus t 

over $11 mill.ion. In s ubsequent years , the total grows r apidly, approachine 

I 
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Table II.6 

Determinants of Total "Alaska Inc . " Payments 

PFD/\L - Pe1·manon t fund balance (million $) 
IPFl - Permanent fund earnings transferred to general fund (million $) 
J\LJNC - Pormnnent fund eai;nings nlloc~tcd to l\la t:1kn Inc. payments ' (million $) 



$100 mi.llion in 1986. From that point onward, the rate of increase slows. 

Until the peak year of 1995 is reached, at which point available' Alaska 

Inc. funds in that year are $165 million. After that time, the amount 

available in any year. gradually declines. 

Determination of the value of a share of Alaska Inc. requires prior 

calculation of not only the total amount of money available to fund the 

pr.ogram but also the number of individuals elir;ible under the pr_ogram 

and the number of ind~ viduals el.ig.ible for multiple shares. In Table II. 7, 

the calculation of the number of individuals eligible is presented. In 

1980 when the first calculation for distribution is made, the number of 

indi viduaJ.s eligible is approximately J.1J6 thousand. Over time, this 

eligibility group increases steadily until it has more than doubled by 

the year 2000. 

Du1•ing the first five years of the program, the number of permanent 

fund shares is equal to the number of individuals eligible. In 1985 

the first group of individuals will become eligible for receipt of one 

additional share of Alaska Inc. , based upon ten years of residence since 

197lJ. Thus, between 1984 and 1985, the number of shares jumps from 

163 thousand to 270 thouaand, while the increase in the p1•evious year 

had been 7 thous and. Table II. 8 indicates f or 1985 and later yeat's ·tho 

number of persons eligible for multiple shares. In 1990, for example, 

the f il":>t group becomes eligible to rccei ve th1,cc shores . 
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Table II. 7 

Basic Elements •=>f Alaska Inc. Payment Determination 

ELIGIBLE SHARES ALINCSH 
.,, 

1977 121.1.30 121.13 0 
1978 123.077 123.077 0 
1979 131. 243 131.243 0 
1980 145.607 145.607 0 

1981 156.340 156.340 73~31 
1982 151. 845 151.845 111.23 
1983 155. 830 155.83 148.61 
1984 162.827 162 . 827 266.99 
1985 175.927 270.134 402.51 

1986 186.950 208.101 346.14 
1987 191. 759 290.002 433 . 55 
1900 197.455 290.276 448 . 26 
1989 205 . 170 310.518 452.82 
1990 214 . 741 387. 977 445.01 

1991 225.234 409.981 369.46 
1992 236 . 932 422.956 368.16 
1993 249.485 440.821 361 . 43 
1994 262. 714 461 . 896 351.62 
1995 270.605 518.723 342.09 

1996 270.875 533.037 301.06 
1997 279.754 550.291 282.66 
1998 287.120 569.127 265.75 
1999 296.864 592 . 376 248.88 
2000 308.608 

ELIGil3L - Number of eligible indivi duals (thousnncl) 
SHARES - Nwnber of shares payable based upon l ength of .residenc e of oligibl o 

individuals (thousand) 
i\LINCSH - Size of individual s hare payment ($) 
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Table II.8 

Estimate of Individuals Eligible for Multiple Shares of Alaska Inc. 

EL IG2 EL I G :~ EL:C G4 ELIG5 

1?77 o. o. () . o. 
1978 o. o. o. o. 
197 ~1 o. (j. () . o. 
:l 81.1 o. o. (). o. 
l98:l () . o. () . () . 
't982 o. o. o. () . 
1. 98:5 o. () . () . (). 

:l. 9f.l4 (). o. () . (). 

:I. '/B~'i 94.207 () . o. () . 

1 <;>86 :l01. . 15J. () . o. () . 
198/ </B .. :!11:~ o. () . o. 
:L 9fJ8 :l.OO.B:! :I. o. () . () . 
.l ')~i9 :I. O~'i. 340 (). o. o. 
199() J. :l 3 . H24 ::;9, 4 .1.2 () . (). 

:J. '19:1. 1 :! 0 • '1 ~.i c1 f,3.i'9:1. () I o. 
19'J: .. 1 :1. ~~ ·• • () (; 7 6 :I. • <) !) / () . () . 
1.'17'3 12 7. '/:32 6~5. ~·i83 () . () I 

1. 'i'9 4 .L J2 .7'l4 66. ,.l :~D () . o. 
1 <)9~j :I ~~ El , ~> :.; 6 7 1. '/tl:3 ~~i' . 399 o. 
1996 :I. i~ ::i. "/2 ~j i' Ii. ;!fJl 40 • .I. !:'i6 () I 

1 'f \,'7 'l ~i J • 2 <,14 78. 2 'l:i 3 9 . 00'l () . 
1 1) 9fJ 1.td . .. 4 '111 cm. :;r, 7 'lO • O:!Jl () . 
J.999 J.~19 . 9 /!J 8:~.7 :L 6 'l .L.D2:! () . 

ELIG2 - Indivi dunl o eligi ble for 2 nhurcs ( thou~rnnd) 

ELIG3 - I ndiviclua lH ol i gible fo r 3 nhnres (thousand) 
ELIGIJ - Indi vi dual s oligible for 4 uhur cs ( thoumrnd) 
ELIGS - Indi vi dunlo e ligible fo2: 5 uhor ou (thousand) 

I 
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The nu.1Jber of shares which must be paid out obviously affects the 

monetary value of each share . This is reflected in the long-term patterns 

of individual s~are monetary value. The share value in the initial y~ar 

of payment :tn 1981 is $73. This increases rapidly over the next five 

yea!ls to ov<~r $400. Then the value bumps sl.ightly down as individuals 

become avai:~able for two shares. It grows .again until 1989, when eligi­

bility incrE1ases overtake 'the growth of the base of the permaneni: fund 

itself. Henceforth, the value of a share declines continuously. In 

the l ast simulation year, it is less than $250. 

The impact on aggregate economic activity of an Alaska Inc. program 

of the magnitude outlined above is shown in Table II.9 . The multiplier 

ef f oct of the increase in disposable income f-rom the share distribution 

is immediately obvious. In the first year of the program , total personal 

income inc:reases by 3 multiple of the increase in dir.:posable income as­

sociated w:i:t:'h the original share payment. 'rhe increase in personal in­

come is aGsod.ated with a rise in both employment and population. 

This ef:fect can be tr•aced as far as 1909, when the impact from the 

base case reaches its absolute peak in positive terms . At that time , 

personal income is 5 percent lareer than the )Jaso case at $12 .2 billion; 

while ~mploy1aent exceeds the haGe case by 10. 5 thousand, 01~ 3 percent . 

After that , t:hc'positive impact rapidly is transformed into a negative 

impact bc1:~au:;,o of the state cxpendi ture cutbacks. In the Alaska Inc . case 

t he cut.bi.l<!k must be more severe than i n t ho baoc ca:;o because of both a 



Table II . 9 

Aggregate Economic Effect of Al aska :rnc. '·Program 
l . 

(Measured as Differences From Base ca'.se) 

1977 
:I. '?"78 
:1.979 
:l.</SO 
:L 9fl:l. 
:I. 902 
1. 983 
:1. 9D4 
:I. 9G~:i 
:l. 9f.l 6 
:1. 907 
:I. 9Bfl 
1 9fJ9 
:1.990 
;t 99 :I. 
'1. 992 
:I. 99~~ 
:l.994 
:1.995 
:t 99c1 
:l.?97 
:1. 9?!:.l 
:t. 999 

POP - Population ( thousand) 
EM99 - Employmt1n t ( IJ 1uu!:i1:1n c.1 ) 

PI - Personal income (million $) 

POP 

-·O • 
···O • 
·-0. 
o. 
o. n :;3 
:I .• 5 63 
2 .)4 1l4 
4 . 296 
7 . 2 0!'5 

:L 0 ~ d :I. 'l 
:1. 4 . 73 7 
1.7 .793 
:I. fl • .<144 

B+226 
() . f:r7 
0 .6~1 

::! • f.1fJ6 
3 . 6f:J 2 
3 . 4 '1:1. 
~.!+ 4 l 7 
:I. . 48:5 
o.</9,~ 

0 . D:J. 

I 
I 

EM99 PI 

() . -0:003 
o~ ... (). 003 

-··O • (). 00!'5 
o. () • 0 :I. 6 
0;~56~7i 2'7. !566 
:J.. :1.0:1. ~7i 0 • B 7 !3 
1..647 7t.H 9BB 
2+tl69 :t.42.004 
4+ 7'72 2 4 4.746 
·7. 0-42 3'73+2:1.l 
9. ~~6 f.1 !7i:l.4+0f:l2 

:I. 0. 882 t.1:1.6 . B<JEl 
:1.0 . 5 49 636 . :L 2::5 

':> ':>') (') ... .... ,... '/ 2~~ :3 . 06 7 
.... ~~ . <J2::! ·--44 . 9 f.1 '5 
-- :~ . :~ ~.~ --:I. :=s. 7:'.'i 
.... 0 •• () () :1. :I. :1. 2 • :I. () ~"i 

:l . :t.!~i :I. :I. f:l'7 . :I. 0 9 
:t y :?. ~~j :::; :l. 9B . 9 6:1. 
0 +726 :1.60 . 2 :1.:1. 
0+ 32 tl l2 6 .2~)EJ 

0 • :I. B :I. :I. l '1 ·. 3EJ3 
0. 276 :I. :I. 6 . 79 ~5 

I 
I 
I 
I 
I 
I 
I 
I 
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la.rger population and a lower• ave~age level 1,of state revenues 

;from the loss in permanent ~und earni?gs income. After this downward 
J• 

shi~t , there i~ a return to a positive impact in all ?ggregate indicators 

in the final years of the simulation. The values are not very different 

from the base case and arl:! movi_ng closer to the base case in all three 

indicators . 

The overall pattern indicates a short-run, positive economic impact 

of Alaska Inc. but one which is not lasting. In the long run, the impact 

generated in the short run is eliminated and the economy returns to its 

original growth path. By 1999 the Alaska Inc. distribution is becoming 

an insigni:ficant portion of the total economy . It represents less than 

one-half of one percent of personal income and less than 3 percent of 

state revenues. Thus, the decision between distributing it as Alaska 

Inc . payments or using .it to increase revenues to the gener.:tl fund is 

becoming less and less important . 

Table II .10 reflects what is happening to' the state current account 

over thr~ simulation period because of Alaska Inc. payments . Initially, 

the levels of both revenues and expenditures r•ise , al though expenditure 

growth is much more rapid th'm that of revenues. This is becaus e of two 

factorfl . First, the Alaska l nc. s hares al'e not directly taxable , ancl so 

any additional ta>' receipts must be generated by secondary income effects 

associated with population and income growth. Second, the slieht increase 

in t'evcnues reflectc the ave1'nge non-petroleum revenue generating capacity 
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Table II.10 

State Fiscal Impact of Alaska Inc. Program 

(Measured as Difference From Base Case) 

1::998 

197'7 O+ 
1.978 o. 
1979 o. 
1.980 0 • OOf.1 
1981 ().()()<,:> 

1982 9.~59!=.:i 
:1.983 l7.6"7:J. 
:J.984 26. 8:1.2 
198:5 49. :-~B2 
l 90!1 84. :l.:l.3 
:1.987 :I. 27. ~57~5 
:l9HB 1. 74. 3!54 
:I. 989 :l.33 . 4~"i'I. 
:!.990 ··-:I. 6 !5 • 6 :L 4 
:L 99l. ···~~"73. /'9!:l 
:1. </92 ···360.3:1.1:1 
:I. <;9~1 .'..2flC) I 74'7 
:r. <;'9•~ -~.~~~; :~ . ~7j4 2 
1995 ·-:;~~jEJ. 439 
1.996 ··275 i 477 
1997 -·207 . 9'27 
:t998 oo•209 + fl '.":i:3 
,1.999 -28~). 60:'."i 

E99S - State expenditures (million $} 
R99S - SlaLu r~venues {million ~) 

1:~99s SA\)S 

o~ o. 
••O •I o. 
··() .• 001 o. 
o. o. 
0 .. 864 o. 
2 •. 7;~2 o. 
3.705 o. 
~:;. 294 o. 
8.9 o. 

:t:~ . 1.94 o. 
·16. :1.::i4 () . 

j, {,1 , ~) ·'· () . 
7. 2!:."1.1 t)4. 43·7 

·--~~:I .• J f33 3:l6. 923 
00·BO. :t t :1. ~:;o • o 4 :1. 

··· f:l9. 21.1~~ .... :l :l~). B2:7 

.... 72 . :324 ··-84.29EI 
- ::.:;7 . 9;33 -·24 . 868 
···!3 :~.4:1. -·~L :L33 
·· !37 .0:l.B -9.876 
--62.:1.:1. -27. :I. 79 
··614. 2:l 9 -:'58. 904 
·· <'11 .• :01 -42 .. 86 

S7WS - Expenditure cuts below target rate of expcnditure:s (million $) 
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of the state \·rhich is mu• • less than the average per capita revenue 

generated during this time. (Total permanent' fund earnings are counted 

as r evenues , so this series does not reflect the revenue loss of the 

Alaska Inc . payments themselves , which otherwise would have gone into 

the general fund . ) " . ' 

Expenditur~ growth is more rapid than revenue growth also because 

of the formula by which expenditures are targeted to. grow. As long as 

possible , it automatically. grows with population and personal income. 

When the state financial crunch finally occurs in 1990 the impacts of 

both expenditures and revenues become negative and remain so through 

the end of the simulation period. State expenditures stabilize at a 

l evel which is permanently lower than the base case , contributing to 

·the lack of positive impact in th<:: aggregate variables . As the positive 

impact of Alaska Inc . on revenues is not pronounced, neither is the nega­

tive impact . 'l'he reduction of expenditures from the target l evel is 

greater in the Alaska Inc. case in the early years of the fiscal crunch, 

but later any difference from the base case becomes almost negligible . 

Looking at Table II .11 pl."'ovides a picture of the long-rw1 impact 

of Alaska Inc . on the pos ition of t!.e general and permanent funds . The 

inc1"'ease in state expenditures re9uired by the population increase has 

largely been paid f or by drawing Jown the level of the eeneral .fund. 

At the same time , supplemental balances in the permanent fund do not: 

increase as rapidly ac the l>ase case . The drawdo\.m reilches a peak 



Table II.11 

State Fund Impact of Alaska I nc. Program 

(Measured as Difference From Base Case) 

GFBAI_ 
' 

).~17'? (). 
:I. 978 --() . 
:l. 9/'t,' ··-0. 001. 
1980 -0.006 
1981 .. -:1.0.61.:5 
:L 1182 ·-~~3. ~58!5 

:L9B3 --4?. :!8:L 
1'r84 ·-57 + 976 
:J.9H5 -EM ~ 71.11 
1986 - :L ~? !7i , t,, 9 (., 
:l. 98/ .... ~~!:):~. :~~j(i 
1. <)> FJ El -·629. 6~~:·1 

'1.98? ···<JO!:·i. 6~3 
:i. 1?<JO ... 9ii ;.!,. 199 
:I. <J9:1. ·-f:l 4 ~1 . 4 :1.:'.~ 
:l. 1.i-'92 ·-7 6 i' + :f. I')::! 
:t<J93 ·-· 7 .I\ :; • :·s :,:; :1. 
.l. <>''1'4 ·- 7 :~ 9 • '? 1l ::! 
:l <j»J ~) --::i:·~ :i. 062 
:J. 9'? li <H II • 06li 
1. 9 'i7 -- 1.()lJ • 4 :1. r; 
'f.99r:I ·<1.0FI + 4:Ll1 
1.999 - :1.0D.4:!!1 

GFDAL - General fund balance (million $) 
PFDAL - Permanent fund balance (milllon $) 

F'FBAL PFSUF'BL.. 

o. (). 
o. o. 
o. () . 
o. o. 
o. o. 
o. (). 

-26.6BB --26. ,-SOB 
·-/3. 775 -73 .77'5 

-- :l !5'1 • 12 8 -- :J.~)4. 1 :.?fl 
-276.934 --276. 93.il 
--2 '16. 9~54 -276+934 
~·~!76 . 9:54 --276. 9:54 
-276 .c; :~ 4 --27t.i + 93.tl 
--2 71.> • 9 ~; 4 --271.1 + ?~54 

·-: .. ! "/ 6 • c;i ;-s '1 --271.1. 9:34 
_ .. :.!. 7 c'.1 • <;> ~~ .il ... 2'76. 9;~4 
·<·!76. 934 --2'? 6. 9:~4 
··<~ 71.i ' <jl :~ 4 --::.~·7 (., . 9 :54 
.... Jl 7 :l. c1 !'.:i c~1 ... -1 7 :l • 6 ~) 4 
... /,(.,!,, . 66.ll -· l.166. 6!7if:l 
•••f335 I 004 -·El34 . 99H 
··'79:~ . 44~) --793. 439 
·-71} a . a <J ~~ -7·4 B.807 I . I 

PFSUPDL - Permanent f und bnlnnco i n exccu~ o r 25% contribution rate (million $) 

I 
I 
I 
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(beyond .the b~se case) in 1990 of $1.22 billion. After the reduction in 

the l evel of state activity in 1990, the relative drawdown is moderated. 

However, by 1990 the drawdown is still $850 million below the base case. 

Details of the impact on state revenues is shown in Tabl e II . 12. 

Personal income tax receipts rise moderately as the level of aggregate 

economic activity increases. The rise is smaller than would be the case 

if "Alaska Inc. payments were taxable. When the economy returnr; essentially 

to its original growth path in the late 1990s , the level of total per­

sonal income is approximately the base case level, but the level of per­

sonal income taxes is slightly lower because of the Alaska Inc . exception 

from l iability. 

In comparison to the moderate rise in the personal income tax in 

early ycat's, the general fund r•evenue::; provided by tho permanent fund 

decline sharply and continuously until nearly the end of the 3imulation 

period . 'l'he negative impact of this l"'evcnue source is most pronounced 

i n 1990 when it is about $210 mill.ion. Lntor, the rovonucs lost fr-om 

thi:-.. so\.l!'eo woultl be of less and le1:1s relative importance . 

rinally, the impact of Alaska Inc . on three real per capita vari ables 

i.s Ahv 11 ln 1 oble n .13. Real per ca pi t a c1h1po!lablc per~onol income in­

crensen bocal1 .o of Alaska Inc. '!'he impact increase~ until 19fl7 and then 

over ·the long run , declines olowly towarclo tho baoc c<rne. Real per ca pi tu 

stnto expenditures , becauae totol oxpondi.turiou rise according t:o u formula , 



Table II . 12 

Revenue Impact of Alaska Inc. Program 

(Measured as Difference From Base Case) 

1977 
:1.978 
:L979 
1980 
:l.98 :1. 
:1.982 
1983 
:t984 
1. 98t"'i 
198(1 
:1.98"7 
1 nm 
:l 9tl9 
:I. 990 
:1.99:1. 
1992 
1. 'i><J :3 
:l 994 
l 995 
:l996 

--0. 
() . 

-o. 
o. 
0 .419 
1.328 

3.El6 
7 .069 

11.7<:18 
:I.? . l\{,6 
22.907 
24 . n-:;7 
n • 7:::;:1. 

--J. :5. 7:~:5 
·- :I. B • 4 :·.) 6 

···B.67:1. 
--:I. • f:l <; 6 
-·O. 8Fl3 
·-2.9:1.6 

· -··- - - - ··r <f97 - - - - - .. -· ·-·· --.: ·:::; :207 
199B -- :5. 89~ 
1999 -ti . :548 

RTIS - Pcraonnl income tax (million $) 
RIPF - General fund income from permanent f:und (milli on $) 

o. 
o. 
() . 
o. 

-J.:J .• .<)62 
-- :I. t.). 8 9 
-23. :1.58 
--45. :~42 
-75.?7,S 

--1:1. 0 t 5:t5 
-:L4!:'i . 11B 
-:L53 .092 
-..;l 5<f . 994 
-- :l.6S . 864 
-· :I. 70 . W7i 7 
- 1 ns. :1. o :t 
·- 178 . 7 :I. ~5 
-- :L B :1. • ·7 <r fl 
- HM.427 
.. -:f.93 . 492 

-209.699 
-202 . 977 

I 
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Table II.13 

Impact on Per Capita V~riables of Alaska, Inc. Program 

(Measured as Difference. From Base Case) · 

r• •1• r-.r•1 A 
I .I. I\ l 0 l " f 

1-r, r.,,...,. r•o •""• ,., 
~: 7 °T .:>1"" I.. 

1. 97"7 0 . 002 0.00:1. 
:I. <;>7fl 0+006 0.002 
1979 •.. () . 0.001 
19BO ·-Q. 00:1. o ·.002 
:t. 9f:l1. u .. ~:544 ·-=~. 9:~ :1 
:J. CJ82 :t.6.:1.1}8 0.33B 
:l. 9 f:l3 2:1 .• 07B 2. 3~54 
:t <) i:l 4 :?>6~74'7 (). 77'? 
:J.9B~i !7i~.). 3tl 7 ~!. ~7j~5 :~ 

:L 9S6 'l :t . 86 6. (:;2:1. 
:l.</87 82. 679 :I. :~! ~ :I. :5 ::.~ 
1 9!3f3 '?B.9'1 :I. 9 . ::'i9 
:l.989 t.>4. 73fl !7i, B32 
:L 990 lO .~):I.:·~ ·-·BO+ !594 
:I. '?9 :J. .... ~~\ • ~5 :·~ - 1. ~~ 8. f.i 6 
1992 4.239 ··· :I. :l 8. ~5fl4 
:t</93 :1.9 . fJ84 -93. t)4:3 
:L 9 9 1l 2~) . 2 .1.9 .• 7 9 . 3<;> 

:1.9 9:) ~~ A1 • ;~~54 --7!'5. 0 2 f.1 
1. 99(> 1.'i'. 1'~7 --72. 
:I. 997 :l'/ , 0 00 ·-·67 . 7:33 
:I. 99 Cl 1::).2 :1. :3 -·6 :1. . 6 :t 4 
J.999 :1. 4 • {, 2 ::; ·<54. 7 l. 3 

orr-.rA - rcr c.:ipita real di:::po::;.'.lble income (cons t ant $) 
E99SRPC - Per capita real state expenditures (conotant $) 
R99SRPC - Per capita r eal state reve nues (constant $) 

r, t"\M r,,.., ,..., I"' 
r \ 'T 7 ' "I \ , .. v 

()+001 
(). ()()l 
o. 

·- o. 00:1. 
···2.9:L4 
-<5. 6 44 
--9.5:1.7 

-· 18. ~:iEJ~5 
- :~o + :t 93 
-·4 :1. + B9B · 
- Jl9.744 
-5:1..472 
·-4B. 0~.52 
-29. 08"7 
- 26. El2!5 
··2 f:l. B:l.1 
• • r) l I::" •f r::• 

,.';... (.) • .... 1 ... ... 1 

-~~2 . ~:i6[J 

-- 1. 9 . ~)2 
·-·17.42:~ 
- 13. 9El4 
·- 1.4 + !:i :t :~ 
- 1.:·.! • . 4 7 



remain at the same level as in the base case until the state downward 

fiscal adjustment. From that time forward, real per capita state ex­

penditures are s.ignificantly less than in the base case because of h_igher 

population and lower income. Real per capita state revenues actually 

decline in every year after the commencement of the Alaska Inc. p~ogram. 

At the individual level, there has thus been a tradeoff favor~ng pres­

ent consumption in the private sector over fut'Ure state spendi:ng in the 

public sector. 
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D. The Impact of Alternative Proposals for the 
'Disposition of Permanent Fund Earnings 

In contrast to the c~se in which one-half of permanent fund earn-

ings were distributed as shares of Alaska Inc., a simulation was done 

in which that money was redirected back into the permanent fund. This 

simulation will he referred to as the reinves·tment case throughout the 

discussion in this s~ction. 

Table II.11i shows the basic var•iables affecting this case. Because 

of reinvestment of 50 percent of earnings, the permanent fund grow5 to 

a much higher balance in this case . This results in an increase in the 

long run of both the l evel of earnings transferred ~ ~the general fund 

and the level of earnil!gs reinvested into the permane1:t fund. On t he 

other hand, the level of r evenues in the short run cou.Ld be expected to 

fall relative to the base case . 

A second contrast simulation was done in which ti· c l evel of t he 

personal income tax was reduced by the sume amount Jn agcrecate rs dis -

posablc personal incomes were increased by Alaska l nc . i n the Bf.rnregatc . 

'fhis policy would affect economic rrrowth jn two ::mbtly different ways 

from t he Alaska I nc . case . r it's t, the l JX cut would be liabl fot' ·the 

federal por$onal income tox which would tend to reduce oomuwh<lt the rnul-

tiplicr• cf.feet which this nddttion to cltnposablc p<!r:iondl income would 

ltavo. Second, it would have a ullehtly dtffcront lmpact upon tho lnccn-

tivc to miernte 1'c twcen Al.:ioko und othcl" nt.:i t cn . ~auco t ho incro .. 1 :~e in 



Table II.14 

Permanent Fund Totals With SO\ Earnings Reinvestment 

F' FBAL IF'F IF'FF'F 

1977 2+4 o. () . 
1.978 c, :! . 4 O. l.oH o. 
1979 :J fJ!'5 . 56 L 368 o. 
1980 ~~27 . 1}92 12.989 o. 
1981 49 4. 022 1:1. + •l6::? 1 :l.462 
1982 6 90 . 40· 1'7 . 291 1.7.291 
1983 j :50 3 + 7 11 24 . 16 4 24 . 164 
:1984 2143.6 1. 4!5 . 633 4:3 . 633 
1985 J069 . 2 75.026 75.026 
1S'86 3962+4.tl 107 . 4;~~ 107 . 42·2 
1987 ·1328. •):.i 138. 6El!) 1 38 . 68~ 
1. 98~1 l'/6/7.67 1~ 1. :-Oil~) 151 . SJ.3 
1989 !3009 . 09 16:5./ J. u 16:--L 718 
1990 ::; :~ '.~·; , OEI 1ni . ~H8 175 .31 8 
., 991 ~6~ ·~ I /9 H16 , •,48 H.l6 . •i48 
t??2 :_j '/ 3 J I 2 :) 19i'.2J.8 197 . 21.0 
•. ?93 62..}1 • .. ,.i ~()7 . 73 4 207 . 73-1 
.• 99 ~ l1!:5:11.:1,· ~ 1 8 . 0flEI 218 .088 
1995 l1Fl:Ll1 . 9 l 228.34<? ~!2B . 3 49 
1991_, 6 90! I :!.'l 2~·>0 . ~9:! 238 . 592 
f '197 lO l.~>.4 ·! 241. / 85 2 4 J . • "783 
199B / '.I 'lei. I/ " ·1~, .68 24~5.6!J 
1';'99 72 ,>::; I 7=! :.!~rn I 1. ;37 '...!50 .1~~7 

Pl-~O/\L - Pormanont fund balance (million $) 

IPl:' - ~cirnings from pe rmane nt f und t.rcinoCorrod to 9onoral Cund (million S) 
Il>FPI·' - Eurningu r otninod i n pormanont fund (rn UJ Jon $) 

. , 
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disposablt! pel'Sunal income associa'ted with the tax reduction would be 

available to anyone who earned i ncome in Alaska , there woul d be a s l ight 

incentive· to rn.igrate to Alaska or not to migrate out of Alaska . This 

would be the result of the slight increase in the real disposable per­

sonal i ncome .in Alaska r el ative to the rest of the United States, which 

has been shown to have a causal relationohip to the migration rate be­

tween Alaska and the rest of the United States. 

This alternative will be referred to as the tax i~eduction case in 

the remainder of this section. The taxes \o:hich would actually be col­

lected under s uch a plan, in both fiscal year and calendar year total~, 

arc shown in Table Il . 15. 

One fir:al case examined in this section i s ·;he alternative of tak­

inn the money which would have none towards the Ala~ka Inc . program and 

spending it upon an increase in novernment cxpcndi turcn . The incrouc:o 

in expcnd:tures i s spread amone ull proerams, ope~dtine .:ind cupital, in 

accordance with the cxfatinn proportion that each proeram get::; of tho 

budr.et . The impact of t hi s alternative will opcr.:ito vary much l.tkc t ho 

Alnoka Inc . program itself in that th1.: ul"ieinal cxpcntl jt;urc wlll lcnc.l 

to ttn incroaoc in pcruonul income which ic a multiple of the orl clnal 

incrot100 . Th lo can onl y be ob talnecl at the co=> t o F d :mb!': lun l ia 1 reduc­

tion in rovonucu for the eoncl.'ill fund. 

Thol"c ore two p1\ tm ry d.i.ffo't"onccs uo twcc11 t·hc:.oc c..i:ic::. f'i'l"r. t , in the 

expenditure cw10 , the orir,luul oxpcndlturo l cvol ~loc s not , a!'l Alaokn l nc. 

J 
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Table II.15 

Personal Income Tax Receipts Under Tax Reduction Plan 

1977 .• 

1978 
.. '"" .,.r, 
J.71'1 

1980 
1981 
1982 
:l983 
1981, 
1985 
J.986 
1987 
1988 
1989 

.. - ·199<f . 
19 9 :1. 
1992 
199:~ 
.199-1 
:J.99S 
1996 
1997 
:L 998 
1999 

RTIS - Flocnl yoPL receipts (million $) 
RTISC - Cnlcndo·: year rccolpto (million $) 

1\T I B f\TISC 

120.4·79 107.46>'7 
1:L7.077 :L 2<.~ • 209 
13 r;\ • ';l ;! 5 :I. ~)3. 4:'.54 
l.72 .252 195.985 
2 03.029 2:1. l. 921 
209.408 206 . 236 
21.3. 384 222 . '108 
226.0/9 23().714 
235 . 202 240 . 867 
2 ' l 9 . 40f.1 260. 185 
270 I ::i:l i' 2G3. 5 61 
309 . 328 :541. . 858 
3/0.066 il05.677 
4 .l ~). 4 ~19 42'/ . €109 
4:C'. ti 1 =~ Jl :rn. 675 
J} ~"i .l, I 3:5~~ '16 7 , :5:iB 
i} 7'3 . :.! 7::! ~j2f::i. 986 
'.56=! . 664 f.108. 969 
6'l816411 698 .737 
749 . 119{1 El:l.4.708 
Bi'S, :~32 9 51 . U6'/ 

'I. O:!O • . H l.1 24 .0 
J. 22=~ . B 1.346 . ~.J:! 

I 
.1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



·1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

II- 33 

does, totally find its way into Alaskan incomes. Some of the original 

expenditure will go for i terns other than w.ages and salaries and a pro­

portion of these items will be purchased outside Alaska. All the Al askan 

increase will be taxable also. Second , as in the tax reduction case , 

any increase in disposable personal income per capita relative to the 

rest of the United States will have some impact on the level of m.igration 

to the st.:ite. 

This case will be ref erred to as the high spending case in the rest 

of this section . Table II.16 shows the modified value taken in this 

simulation by the variable which indicates differences from the target 

growth l"ate of state e>:penditures . Its negative value in early years 

reflects the increment to spending coming out: of permanent fund earnings . 

'l'hc:::o three alternative uses of a port.ion of permanent fund earn­

inga wi ll he discussed in t he remalndel" o.f this Gcct:ion i n rel ation to 

the alten1ati ve of Al; .;;ka Inc . Tims , .:ill tublcs indicate differences 

f-rom the Alaska Inc . case r.:ither t han from the first case discussed in 

thic pm~ t of ·the study which r epresented re turning 100 percent of per­

mancn t f und em'ningc to the goner.:il fund. 

Dcelnninr; with t he agcrcnatc economic impacts of t he three alterna­

tives, Table II.1'7 showo the employment dii:fcrences from lhe Alask<l Inc . 

c.:isc . Cmploymcnt is clown con!": i :: t"ntly 1n the reinve:: tmcnt c.i~o a::: money 

:i.c , i n t hlG ins tance, being saved rather than di::tribu tcd to individuals. 
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Table II.16 

Ch~nge in Expendit~res Under Increased Expenditure Case 

(Million $) 

SAVS 

1977 o. 
19"/fJ o. 
:I. 979 o. 
1980 o. 
1981 -u .. 462 
1. 9C>2 -:L6 I 89 
1983 -2:5 . :L58 
:t.9B4 -· 4 :~ . 48.S 
1985 -70.B53 
1.986 ···99. fl :l.:::i 
1987 ·- :f. ~! !:i • ( ~ f.I / 
:I. 9HEl •·• .I. :·5 :5 • d 6 :L 
1. 9f:l9 ::·;313 . :~62 I J9 90 /4~). :I. 99 
:1. 991. 45:~. :~7~5 

19?2 ·-1::-i::i .El 7 

I :L ';>93 602 . 4f.16 
l'/94 3::53 . 376 
1.9 9~) 194.622 

I 199<!1 :J.Wr. 65 
1997 .I </~~. 089 
1.998 1·13 . 45 
1999 :lc12 . !37H I 

I 
I 
I 
I 
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Table II .17 

Employment Impact of Various Permanent Fund Earnings U1es (Thousand) 

(Measured as Difference From Alaska Inc . Case) 

PFD.7.2_ F'FD. I' , 3 .. _ 
El:~ 

1. 9·77 o. 
19'1El o. 
1975' (). 

:J.9BO o. 
l981 -0 . 565 
1982 -1.102 
1983 -1. c!149 
1.904 -2 . 867 
1S'83 ·-4.771 
:l. 986 -7.041. 
:1.9B7 -9 . 3 67 
:I. 9El8 -10.882 
:l 9B9 -10 . 54El 
:J.990 -7. 034 
J. C'J 91. -5.2? 
:LY92 -5. r~:w 
:1.993 -6 . 728 
:l <;>94 -7.1 ::;8 
:L995 -·7. 232 
1996 -6 . 89:5 
1997 -6.667 
1998 -6.501 
1999 -6. ~)28 

PFD . 7.2 - Reinvestment of SO\ earnings 
PFD. 7.3 - Increased government spending 
PFD . 7 . 5 - Reduce personal income tax 

EF\ 

o. 
- o. 
o. 

--0. 
-0 .1.69 

() . 036 
0. 554 
1. 1. 92 
2.394 
4 . 837 
fl.'J56 

:l. ~.:i . 383 
7 .:J. :..! :7i 

-3 . 04~i 

··-:-;. 404 
7. :L 29 
;~ . 9~S2 

-2 h~6:~ 
---i.517 
~4.581 

-~5. 99 
-J . 3..5~5 
-·3. 002 

F'FD. 7. 5 .• 
Er;; 

() ~ 

o. 
() . 
o. 

-·(). 008 
-0 . 111 
--0 . 197 
- 0.282 
--0. 462 
--0. 722 
- 0.982 
-1.191. 

0.233 
1. 8'1.5 
2 .101 
:J. . ·123 
1 . 529 
1 . 626 
1. 88~~ 

2 . 15~~ . 

2.285 
2 . 487 
2./64 
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The n_egative values continue because the savings continue~ throughout 

the simulation period . In the case of increased spending , the i mpact 

is initially smaller, but it quickly rises sharply . to a peak of over 

1 5 thousand . The explanation for this surprisingly large i ncrease lies 

in the nature c>f the state expenditure function assumed . 

Year-to-ye:ar. growth in expenditures is a function of population, 

price, and i ncome change calculated on the base from the previous year. 

There is a built-in "ratchet effect" on government spendi_ng such that 

increases in the previous year become part of the base for calculating 

the increase in the present year. 

I n later Y·~ars, the impact is reversed as the higher expendi t~'C'e 

growth catches up with the state and cutbacks must be more severe . In 

t he tax reduction case , t he initial impact is almost identical to t he 

Alaska I nc . casE1 . The influence of t he federal taxation of the income 

increase iG somewhat s t ronger• t han the lmpact on migration, so t he n<'t 

cff~ct is s l ightly slower growth . Thl::: pattern is reve1~sed late1' as a 

positive impac·; appears . It is attributable to a hichcr population 

l evel t han in ·:he Alaska Inc . : '-'sc which l ead::; to hig1"' state ::;pending 

and , thus , private employment. 

This is ref:lected i n the pattern of Table II . 18 where the difference::> 

in population frc1m t he Ala:..ka Inc . case <ll"O Rh own. The only ins tance of 

a diverecncc f-rorn the pattern of employment io that population r;rowth 

occu1'::; con sis tent l y i n the tax reduction ca so uomewhat i ndopcndcn t ly of 
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Population Impact of Various Pe1:manent Fund Earnings Uses (Thousand) 

(Measured as oieference From Alaska Inc . Case) 

F'FD . 7;2,_ PFD.7.~L 
Ef~ 

1.977 () . 
1978 () . 
1979 o. 
1980 o. 
.l 981 -0. 7::-i::) 
.1.982 -1 . 5t,:~ 

198~~ ·-2. 437 
1. 'i'84 -4. :~87 
1 1:•c1.-:· • , \,:) ... J ·-'7 . 1.96 
t986 -lO . U:t.4 
1. 9f:I'/ ... 1. 4. 739 
l 90B -·:t 7 . 79 1l 
1nJ'Y -<I. 8. 4·l6' 
:199() -:1.4 , 62:5 
:t.991 -<I. :~ • 5 ~:! 4 
199.2 - :t. :·5. 20H 
'l?9:1 -- 1. 4 • i} /' 2 
'1994 -15.1 9 
l 9';>:--; -J. :'5.41}(, 
l996 - 15 . 1:1.9 
l~J'J7 -14.865 
J.Y90 ·- 14 . 7!J:t 
l <)<;<} ·-J 4. 8 23 

PFD.7 . 2 - Reinvestment of 50' oarni ngo 
PFD.7. 3 - Incranaod government zpending 
PFD,7.5 - Roduco personal income tnx 

El::: 

o. 
o. 
() . 

--() . 
-·O . 225 
0.024 
0 .. 733 
:I.. 7:3 
3.588 
7 . ~~:~ 

1. ~1. 6fl2 
~?:~ . 75~! 

:L!5 . 0:I. 
; .. ~ . :I. 46 

- :I. , El02 
:t:~ . 847 

<'). ~!:~4 

=~ t 3 !:=i~i 
-'.t. :1.04 
- 1 . 959 
-· :l. 851} 
- 1 . 615 
- J • 53:1 

PFD. 7. ~)-
EF~ 

o. 
o. 
(). 

o. 
-0. ()()9 

--0 .019 
() .029 
0 .1 11 
0.208 
0 . 352 
(). 60:>6 
o. 9::n 
~5 . 4,s2 
6. :~::! 
7 I l l :I. !:i 
7,, 9134 
FJ " 4!56 
9 1 2 •l2 

:t.O .:L09 
11.085 
11.730 
j 2. 3~;1 
13 . o~:s 



the slight decline in emoloyment. The differences are small but the . -
cumulative effect is s.ignificant, for by 1999 the impact l evel is 

13 thousand. As mentioned above , this is partially attributable to 

the fact that m.igration into the state is a function of not only em­

ployment availability but also the real personal income differential 

between Alaska and the rest of the United States. 

In the reinvestment alternative, personal income generated has 

fallen as expected (Table II .19) . The largest difference is , surpris­

ingly, in 1989 after which time the difference declines markedly for a 

ten- year period. The reason is that some of the initial savings has 

later become available ac expenditures to buoy up the declining level of 

government expenditures. 

A large pol"tion of the increase i n government spon<line in tho 

second case docs not find its way initially into Alaska p~rsonal in­

come. It leaks out of the A.Lnakan economy i rmnediatcly. The cf feet of 

growth in state c>:penditUl""CS quickly overcomes this leakage effect how-

evel' , so that personal ,income rises significantly. When the state ::mf fel"~ 

its financial oquceze, it i s felt particularly acutely in this case be-

cause the earlier expansion more rupidly depl.otod rovonuos . 

Personal income in tho tux re due tion caoe docs not t•isc as much ao 

it did uncler the Ala::.ka Inc . assumption:::. Tim fnclt'T";il eovc1.'nrn~nt t akes 

a l at'gc part of t he initial increase . /\t the end of tho :::imulation 
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Table II.19 

Personal Income I moact of Various Permanent Fund Earnings Uses (Mill ion $) 

(Measured as Difference From Al aska Inc . Case) 

. .... 

PFD . 7 . 2_ 
Ef\ 

1.977 o. 
:I. 97El 0. 
1979 o. 
:J 980 o. 
1981 -27 .562 
:L 98~! -5() . fJ52 .. -- . ..... _ 

-:L 9EJ3 -· - . - -··7'6. 9 :1. 
:I. 9f:l4 -l.41. 89tl 
:l9 8~~ ·<·~44. 6!56 
:J. 9fl6 -· ~~7:3. :H>9 
:L 9fl/ ... :5 :I. 'l. l 0!5 
1S18B -(., 1. 6 • 8CJ~i 
:1.989 -636. 1. 09 
:l990 -483 . 723 
:J. 991. -·Ao:·:;. 7 46 
1. ·-;9;.;! ···44 9 t 7~·j 
gH/,'~ ·-· :521 • iiM 4 
1994 - 571. 059 
1995 -!398 .61> 
:l 9'i'I> -~j94 .160 
.I. 9 ~> 7 .... ~) 9 ~::; • ~7j :5 ~:i 
1. 'i' 1i>a --606. 5 £)2 
1. 'l99 -62<,'. 309 

PF0.7.2 - Reinvcstm~nt of 50\ onrnings 
PFD.7.3 - Incronsod government spending 
PFD . 7 . 5 - Reduc e personal income tnx 

F'FD . 7.3_ PFD.7 . 5_ 
Er~ ER 

0. 00~:) ·o • 
0 .003 o. 

-0 . 005 () . 
- 0 . 016 (). 

- 1.5 . 0~~9 - :L1.664 
--:L 3. 2::~ ·-20. 73H 

·-· (). 21...6 -30.359 
f.1. 016 - 54.402 

~16 . 69 ~5 90.043 
:1. 23 . 07 -- :L 3 :1. • o:~6 
:rn1 .• 37!) --:I. 72 . ::; 47 
.~30, S.2 ·-1. 9 .1i . 343 
261. 223 -· 133 . 

- 25H, 0 3:1 -57. !539 
- '} ()/. . 6(~ - 41. • El55 

:.~ ') ,, . ::w •1 -- ,~2 . 664 
75.766 - ?'I. ~):~3 

-2!.il. . 645 -66.H91 
- 407 . 32 - 47.629 
--4;:~3 . 0 66 - 19.332 
·· U?~I . 949 2.707 
-~~4 '.il . 6c>4 :!8. 281 
-~5=~3 . 98 '1 63 . 84 
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period , the situation is rever•se<l because ·the effect of the increased 

level of employment has finally surpassed the federal income tax leak­

.age effect. 

Turn~ng next to an examination of state expenditures and revenues, 

Table II.20 shows that the reduced population. growth in the reinv0stment 

case has obviated the necessity for expenditures to grow as rapidly as 

before. In addition, in later years when the expenditure level is being 

cut back, the higher level of earnings generated by the permanent fund 

allows expenditures to occur at a higher level. In the higher spending 

case, expenditures are higher in each period because of not only the as­

sumption of the simul ation but also because of the higher population 

level. When personal income taxes are reduced, state expenditures are 

initially lower and subsequently higher than in the Alaska Inc. case. 

The initial slower growth is the result of slower growth in pe1~sonal 

income. l:ventually, the effect of population becomes more important 

and expenditures rise to accommodate the increase in demand reflected 

in the larger population . 

Total state revenues fall by a very small amount initially as the 

economy slows do\-m in the reinvestment case (Table II. 21 ) . This is re­

couped later, however, when revenues greatly exceed tho:::e generated under 

the Alaska Inc. alternative . When stat:c expendi'f 'Jrc::: a1"e inc1'easecl, the 

impact on nt:atc revcnu~5 is initially almost iclcnt:i.ctil to t he Al.:iska Inc. 

car->c. B,or,inning :i.11 1989, :i.t becomes .:ippat"ent that .:iny l"cvenuc inct'ea:-ies 
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Table II.20 

State Expen1itur~s Impact of Various 

Permanent. Fund Earnings Uses (Million $) 

(Measured as Difference From Alaska Inc. Case) 

PF!1:7:2_ pr.n ., 7 
' ....- •, • W-

ER 
. 

:l977 o •. 
1.97B o. 
1979 o. 
:1. 980 o. 
198:1. o. 
1982 - 9 . :->86 
:l.983 - :l 7. 6·~3 
1<;04 -26 . 7.il7 
1. 98!) ... 49. 24 
19(]6 -84.077 
19fJ7 - 1.27.419 
1988 -174. 35 
1.989 -153.44 
:1.990 -1.2 . 619 
:l 9'i' :J. 64 .268 
:1. c••1:·! 54. ~~08 
1993 29 . 58 
1?9'l 23 . 548 
1995 32.513 
l. ?96 44.508 
1. 997 ~)4. 906 
:I. 99EJ 64.6:1. 7 
19'?'9 72.032 

PFD.7 . 2 - Reinvestment of 50\ earnings 
PFD.7.3 - Increased government spending 
PFD.7.5 - Reduce personal income tax 

ER 

() . 
(). 

(). 

-0 . 006 
:1.1. 627 
25 . 122 
50.827 

1.()3 . 389 
187.876 
31 9. 999 
514.297 
772 . 521. 
493 . 087 
:l.:t.9. 96~ 
47. 9~56 

~)31 . 409 
38EI. 5 .l 1 
l.94. 432 
l. HJ. 302 
1 :1.1 . 424 
:1.32 . 276 
151!>+441 
:1.72.926 

F'FD. i' . :J_ 
Ef~ 

() . 
() . 
o. 
(). 

0 • 
-3 .925 
--7.096 

·- 10. 4 :1.!5 
·-10.!:587 
-30 . 5 :t 9 
- 44.357 
-- ~7 . 62 
-9 . 8.47 
47.449 
~57. 25l 
40. 7!58 
29.801 
:!9.807 
35.1.62 
39.982 
39 . 867 
·H> .1. 64 
4:~. 469 



Table II.21 

State Revenues Imoact of Various Permanent Fund Earnings Uses (Million $) 

(Measured as Differ ence From Alaska Inc. Case) 

PFD~7+2-
E~\' 

1. 9'?7 " \I . 

l.978 o. 
1979 o. 
:L980 o. 
1981. 

. ... - -· . -0. 8t'14 
19t~2 -2 .62 
198'3 -3.491 
19'.J4 --4. 912 
:I. 985 -8.378 
1. 986 -:t.2 . 461 
19ff7 -1.5 .099 
198El -1.4 . <H'l 
1.989 -3 . 096 
:1. 99() 2:.i: .. 5 
:I. 9 "l1. 52 .896 
1992 (., :=.:; • ·7 !::') 3 
:1.99:3 70.281. 
:l. 1?94 77. 2~) 
1. 99!5 8t1. ~"i26 
1996 :1. 04.88 
:l. 1197 12(). 88~~ 

1998 :1.3:5.8!59 
1999 :t.-191465 

PFD . 7 . 2 - Reinvestment of 50% earnings 
PFD. 7.3 - Increas~d gover nment spending 
PFD .7.5 - Reduce personal income tax 

h·=-n. 7. ~L. PFD.7.~L 
EF~ EF~ 

o. o. 
0 •· (). 

0. 001 o. 
-o. o • 
-0;1.81 -· 5 . 043 
-o. :357 -13 . 806 

0 . 732 -19,675 
-:l~552 - 31.855 
··O • 541 -54. 6 77 

2 ' :~23 -8:1..987 
4.88 5 -1.08.46 

17.3 ·-:L25 . 016 
-·:l.:L.:t07 ···12Ci . 024 
-B9 . 037 -:1. 2 1. O::'i7 

- :l. ;5~:,. ~:-;:~7 -:1.20 . 647 
·<l.Oc!1. 284 -:l26. 6B~l 

"·H°7 . 4 9'? -· 1. :{ 2 • 8 ~5 7 
··:I.:;-;:~ • 4 7~::i ·• 1 3~j. 8~)'.:i 
-·:1.96 .414 ·-· 1 =5 6 • 4 2 ::; 
- 199.29 ·-1.33.024 
--H!~5 . <'>06 - 1.26.084 
·-167 .. 33 -119 . 324 
- 153.844 -111 . • 96:1. 

I 
I 

·.I 
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generated by a h_igher level of economic "activity resulting from more 

government spending have been swamped by reductions in earni?gs from 

the gener1 tl and permanent funcls, In the tax reduction case , the total 

revenue loss is less than the initial tax reduction (equivalently, the 

Alasku. Inc. payments) because of the. generation of other income which> 

in turn, produces state revenues . It is a l so less, in all but the first 

few years, than the Alaska Inc. revenue loss because the larger popula­

tion and personal income levels result in more employment in state govern­

ment with its attendant impact on private spendi_ng. 

State spending exceeds the target amount by definition in the in­

creased spending case , as indicated by negative values in Table II . 22. 

In the reinvestment case, when the financial crunch comes the forced 

r educti on in the fir st years is not as severe as in the Alaska Inc . case . 

The s ame is true to a lesser degree i n the t ax r eduction case, where 

lower l evels of personal i ncome i,csult in a sllehtly lower target. 

The general fund ancl permanent fund impact s are shown in Table II.23 

and Table II. 2 l~. As indica tcd previous ly, the pel'manen t fund consists of 

the sum of the contributions made at the 25 percent rate and supplementary 

contributions . The bas ic contribution::; cannot be wit hdrawn; but if t he 

eeneral fund balance i s r educed to an arbitrary floor l evel, then t he 

GUpplcrnentury per manent f und contributions can be wi thdrawn. 

As expected, the ccne1•al nncl per manent f unds arc much laree1" wheT'e 

t he relnvc~ tment ca~e is assumed. The pe1•monen t fund con·tains an 
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Table II.22 

Target Spending Reduction Impact of Va1;ious 

Permanent Fund Earnings Uses (Million $) 

(r.:easured as Difference From Alaska Inc. Case.) 

PFD.7 +2 .. PFti.7.:L 
Ef~ El~ 

1977 o. o. 
:J.978 o. o. 
:1.979 () . o. 
1980 () . o. 
1.9fH o. --11 . • ~6~ 
1982 o. - :J. 6 . 89 
1983 (i. --23 . :l 5B 
l9EM o. -·4:~. '186 
19El;5 (). - i'O I f;1'.)3 
1986 () . --9 9 . 8 1!:-i 
:1. 987 () . ·- :I. ~! !'.) • f:>FJ 7 
198fJ () . ·- 1. ::s::s . 06 :I. 
1989 ·-5~ , ·'l~S/ 4 fl :L 'i' 25 
:I. 9 <,J() -- :1. =~ <;> • !')(, Ii :;!/2 I ~14 2 
1. s·v .1 -~ 1. 5. ~"iM~ -u:~ . 'l'J 
:1. 9<;2 .tW . a:?. :1. -· :51 4 • 7 4 <;> 
J. ? 9 :~ ;!1 . 9 4 9 :~t,9 . :549 
.1 9911 --() • 3~14 1. 6~ . ~517 
.I. 91J ~5 ·-6 . 5 :1. / ~i . ::r17 
1. 9 9 6 -·2 . 34 l --A• <M 6 
.l S' 97 6 . H/2 - 1l . :M2 
'1. 998 0.069 4 . 91 
J 'J9 'i 9 .646 1 6. 'l ?? 

PFD.7 . 2 - noinvcs tmcnt of 50% oo rningu 
PFD.7.3 - Incr eased government spontliny 
PFD . 7 . S - Huduco porsonnl income t ax 

F'FD.7.5_ 
El=\ 

(). 

o. 
(). 

o. 
o. 
o. 
() . 
() . 

o. 
o. 
() .. 
() . 

·- ~i4 . '137 
·-·~50. 5 -1 3 

20 , :M s 
21} . 06 £3 
8. f.16 1.1 
0. 60:~ 
0.389 
3 , 7-;9 

1.(J. 0 9 
8 +187 
6 . 273 

I 
I 
I 
I 
I 
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Table II.23 

General Fund Balance Impact of Various 

!>ermanent Fund Earnings Uses (Million $) 

(Measured as Difference Prom Alaska Inc. Case ) 

. ' 
PFD. ·7 . 2_ 

ER 

1.<·??7 o. 
:l <; 18 () . 

.I. ~"19 () . 
:t.980 o. 
:l.9f.:t --0. HcA 
19i32 •1 . 72~! 
I. 90:~ 7. 1S 4 ~ 
1. 1/~M 3.2. 01.5 
1905 :~o. 1. cS 1 
:f. •:; 8 (~I 34 . 4 :J..5 
1. 9El / .l 2:5. :~ 1)fJ 
:l ~'G8 2~l. .. ;;;~~) 
:1. '-:8 ';• 3(10 • . l "/1 
~ <.:.. <;) () ~~DO•~ '~ 3 
l ,,. ,,. 1 346+1'1.3 
I. ~J9"> ~')26. ~:>:!ti 
1 '19:~ :~:';6. 543 
1. 1/ ?•l :J3~+ 5G 
1 •/Ci ~) :I 'lO • 11 :t 
:l 'l't' 6 140. 11. l 
1. 9 9 7 1 40. J. 1 J 
1. '.' <) n 110.tt 
1. I) 9 ',I .l 'lO • . L ~ :.:! 

Pf' D. 7 . 2 - ncinvos tment of SO\ earnings 
PFD.7. J - I nc reased government spendi ng 
PFD .7. 5 - Heduco pcr sonnl i ncome tnx 

PFIJ , 7 , 3_ F'FD.7.5._ 
Ef.: Et;;; 

o. o. 
() . o. 
0.00 1 (). 
0. -()()6 () . 
0.92 CH 41 ? 

-4.02 :J. 3 . () S:l2 
349. :1.0: .. ! :t ~3 . !::i 7 :J. 
3~S6 • :;35 20.848 
3:L2; 2 0.4 29. :1.1 ·1 
61.<?. 75<:.I -10 . ~:; 

290.H3 90 . :1.71 
·<:49 , 'l'>D :t. !39 . :? :I. 
··-!:i6 ~:i. '76'D 1.!:13. 899 
·- .!>1 9 I 3 '} i' 16/.59(1 
-~W :.i. ::! 'M :f.'1 7 ~ O~i!:"i 
··70:~. 0:::;2 1.3'? . :t :l.J) 
--~H '/. o:rn t~rn . 4::-itl 

·-~l B 6 • 6 c1 :t :L =~i' . 828. 
~81 c,. '1 4fl 13i'.fJ26 

-· 1146. ;~4 13/ . fJ2!:) 
··- t4!:Jl.1. 9 .l.:O .H::!S 
- l 75(J. 3 137.S32'i' 
- 2031.l. :l 4 l :o •.. A~ 



Table II.24 

Permanent Fund Balance Impact of Various 

Permanent Fund Earnings Uses (Million $) 

(Measured as Difference From Alaska Inc. Case) 

PFD . 7 . 2_ PFD . 7 .3_ 
ER ER 

1977 o. o. 
1978 () . o. 
1 '779 o. o. 
1980 o. o. 
l.981 11 . 462 () . 
1982 28 . 753 o. 
1983 61. 682 - 375 . 244 
j 984 1: 0 . 42 -·41~. 91}5 
1985 2:1.c:> . H92 - 485.931 
198{1 3/0 . 070 -977 . 04 8 
1907 ~()8 . 762 -977 . 048 
j 988 66() . 27 ·1 -977 . 048 
l 9EW 823 . 992 - 977 . O•l5 
19?0 999 . 312 .. 977, 042 
199:1. 118S , 7t.1 "" 1330 • :l.'l 
l. YfJ~ 130:! . 98 - 1:5~38. :1.4 
L993 1::i90 . 7 1 - 1001 .97 
1994 1800 . fl -lY9fJ . 9 
1995 2 2.Jl.07 ·-1804.10 
19?6 2 463 . 98 - t60!J,!7 
19?7 :!69EI. OJ - 1440 . 83 
l 99C 2934. 3 - l293 . 47 
t ?'/9 3 173 . 'l6 - 116fl.89 

PFD . 7. 2 - noinvcutmon t of SO\ onr ni ngo 
PFD. 7. 3 - I nc roooo<l gover nment opcn<l i ng 
PVD.7 . 5 - Roduco porsonol income tox 

F'FD. 7.5_ 
ER 

o. 
o. 
(). 

() . 
o. 
o. 
7.465 

23. 2')9 
4B. 102 
Fl2.25B 
F.12 . ::!::m 
8"'!. ~!54 
82 . 2:14 
H2 . ".'5'1 
92 . :!::i'l 
n2 . :.!54 
82 . 254 
8 2 . 251\ 
70. 6:J6 
69 . ~03 

6 1 . 363 
55 . 25 
:.H>. 07 

I 
.1 

I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
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additional $3.173 billion above the Alaska Inc. cas~ by 1999 . .The general. 

fund is also l~rger. The situation is dramatically reversed in the case 

of increased expenditure levels where, by 1999, the combined totals are 

$3 . 207 billion below the Alaska Inc . base. Comparing the tax reduction 

case with the Alaska Inc . case indicates a larger combined balance of 

the two funds f-rom a tax reduction . In early years, this is the result 

of relatively lower levels of state expenditures in the tax reduction 

case . The maintenance of the difference essentially throughout the rest 

of the period must be attributea to slightly higher tax revenues in the 

tax reduction case and s lightly higher shortfalls from the tareet ex­

penditure ra1.e . 

Looking at par ticular components of state r evenues , it can be seen 

from Table II . 25 that total permanent fund earnings are particulai~ly 

senoitivc to the method of earni ngs disposition . '!'hey increase most 

rup.i.dly in the case where a· portion of the earnings arc reinve:>ted. 

Alternatively , t hey decrease most i~apidly when eovernment spending 

incrca8cs ar e bei ng fueled by P"rmanen t fund earnings. Since t he tax 

reduction case is moGt similar to tlwt of Alaska Inc., it i s not sur­

prjsing th.:it t he permanent fund earnines in the two caseo are nearly 

identlcul. 

Reenrdilln personal i ncome toxc::.; , T.:il,le II. 26 nltow:.; t hdt they obvious ­

ly foll the moo t in the tax !'educ ti on ca:::o . What cannot be econ f-rom 

t hfo comparh;on i ::; t hnt t he di Cfnrcmco be tween t ho Alanka 1 nc . and t he 
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Table II. 25 

Total Permanent Fund Earnings Impact of Various 

Permanent Fund Earnings Uses (Million $) 

(Measured as Difference From Alaska Inc. Case) 

F'FD. 7. 2 .. 
EF\ 

1977 o. 
1978 o. 
1979 o. 
198() o. 
198:1. o. 
1982 () . 802 
1 983 2 +01. 3 
1904 4.3HJ 
198!:i 0 . 4:;9 
1986 15.:::92 
19B7 25 . 90:-5 
1 n.w :~5 . 614 
1989 46.:~19 

:l9~0 57.67'! 
1<J<i.t 69 . 9::12 
1 CJ!r2 B3. 00:1 
J. 99~5 96 . 00fl 
1994 1. l. :t • :~~) 
1995 :l. 26 . ~111.1 
1996 156 .23'1. 
J.997 172 . 479 
.t9?8 10fJ.861 
l'JS'9 2 0:.i. 40 l 

PFD.7.2 - Reinvestment of SO\ oarninys 
PFD .7. 3 - Increased government t;ponding 
PfD.7. 5 - Reduce porson~l income tax 

PFtr.7 . 3_ PFD.7.5_ 
EF~ ER 

o. o. 
o. () . 
o. o. 
o. o. 
() . (). 

(). o. 
o. o. 

-26 .267 0.523 
·-28 . 906 1.63:1. 
--34 , 015 :-L 367 
- 60. 39:~ 5 . 758 
- 68.393 . 5.758 
--6 (I. :~93 ~i. 7 !':i f3 
- {,8. ~.593 5 . /58 
-68.:393 5 .758 
···9~5 . 67 5.758 
--9:~ . (.) 7 ~i . 758 

- 126. :t:rn 5. 7~38 
- l.39. ?:!3 5 . :159 
- :t2(1. 292 5 . 3()6 
- 112 . 642 4.844 
- H>O . 8 S8 lj,295 

- 90, S·l :~ 3.868 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
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Table II.26 

Personal Income T~x Impact of Various 

Permanent Fund Earnings Uses (Million $) 

(Measured as Difference From Al aska I nc. Case) 

F'FD ~'7 +2- PFD. 7. ~5-
El\. 

:1.977 o. 
:1.978 o. 
1979 o. 
1980 o. 
1981 -0.41.S: 
1982 -:I. .329 
1983 -2.23c 
198'1 -:~. 8!3S 
1 '785 -7 .066 
1986 --1.1 .79:1. 
1 987 -17.'169 
l.9El8 - 22.905 
l.<7'fJ9 -24 . 756 
:J. 990 -1 7.726 
:1.99:1. -o. e:;a 
:1.992 -9 . ~)53 
:1.993 -:1.4 . 501 
:l 99A} -17.896 
lS'9 ~i -:l<J. 24 
:l996 - 19.279 
:l 997 - 1fl+131 
l.998 -19.804 
:J.999 -2 :L • . l:J6 

PFD,7.~ - Reinvestmen~ nf SO\ earningR 
PFD.7 . 3 - Increased government spending 
PFD.7.5 - Reduce pernonal income tax 

El\ 

o. 
-o; 
o. 

--0. 
- 0.0:5 

0. 20:1. 
1 . :1.14 
2.72 
5.556 

11.23 
21. ::'i6 7 
3EI . 7 06 
34.049 
-- :l.. :;=;2t1 

- :1.B. 70!5 
'i» f:M:I. 

2fl.Of.l1 
.. -2. :347 

- :1.6. 3 18 
-17 . 209 
- 14. 2 :::;7 
-:1.1 . 201 

--9. :~ 'l l'1 

F'FD. 7. 5_ .. 
E:]~ 

o. 
o. 
o. 
0. 

-5 .007 
-13.853 
-19.882 
-:52. 4 62 
--~)6. 084 
-84 . 695 

- 113 . 179 
·- :J.32. 254 
- 1.37. 991. 
- 1.39.:531 
- 142.5tJ 9 
·-:l.4 fJ. 777 
-:l54. :~57 
-··1.~:i7. 84 9 
- 1~)9 . 939 

·- :J.58 . 436 
·-:1.53 .109 
- 147.9()2 
·-142 . 1)69 



tax reduction cases is less . than the tax r eduction . itself because of 

secondary income generated. Personal income taxes are less in the 

reinvestment case because of the relative decline in economic activity. 

In the increased government spending case, they rise as government spend­

ing grows and fall sometime after government spending is forced to decline. 

Finally, real per capita impacts between the Alaska Inc. pl'oposal 

and the suggested alternative can be compared. Table II.27 shows that, 

as expected, real per capita disposable income is less when permanent 

fund eai•nings are reinvested than when they are distributed as Alaska 

Inc. '!'hey are less in the two other cases also, but by l esser atnt)Unts 

in early years. The tax reduction case operates like Alaska Inc. to 

r aise disposable incor.ie but is less successful because of t he federal 

income t ax. The negative impact on disposable pet'sonal income in the 

case of government spendine is a combination of the direct c'f f ect of the 

Alaska Inc . payments and the s harp decrease in government spending in 

the early 1990s. 

'fable II.28 3hows the impact on real per capita state expenditures 

of the t hree alternatives to Alaska Inc. With reinveotmcnt of em.'nines , 

the initial impac·t is negligible and it then becomes positive as spend­

ing io made possible by past savings . Hhon inc1'cased state s pending .is 

the use of the f und earnings, it i3 indeed possibl e to couoc nn increase 

in real per capita term:; , although by t he end of the oirnulat ion period, 

the rool increase i o not riolng. Rcducinc t he pe~sonal income t ax hD3 

an offoct which i s almost idc11tlca l t o t hat of the /\la:.:ka luc . case. 
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Table II.27 

Real Per Capita Disposable Income Impact of Various 

Permanent Fund Earnings Uses (Constant $) 

(Measured as Difference From Alaska Inc. Case) 

F'Ffl,/. 2 _ 
E~~ 

19/:7 o. 
1978 o. 
10 /'} o. 
:l. 9fl() 0. 
l<J81 - :t:I • :J 4 :~ 
:l.982 ·-16. :1 83 
1 </~};;) . ·2.1 . • .I ·1'1' 
198 1 1 -3.!>' 7fi:~ 
j C°J "' '-" • C> . J - !.:S 41. ~) 
i<i'H.< --7"1. . B!·O 
: \,' !·17 -B2, t, '>(·; 
J. </8u - "1 8 • 9'2'J 
J JP? - .',4 . 7:2.5 
I ,"JO ·-30 • i{I 
J <J<;>t · ·30. D>"~ 
l / ', ::! - :s 3 • :.~ :.~ 1 
t 9'i'"3 ·- :~ i' . 7 •i' ~~ 
'J f' <;• -~ - :~ ~i • H :! ~) 
1un; ·-:~ .l . '/l 
I (/ 0 I~ ·-2 4 . 9 119 
I "" • I '' 

·- 1 ',' ' 7~: .J 
!.'HJ J ··· t 4 . I 1)~1 

J9?'/ ···1 l .(' •1'l 

PFD. 7 . 2 Hoi nvcs t:ment of 50% oarnj 1190 

PFD.7.3 - Inc r cn:.Jcd government sponclJng 
PFD.7 . 5 - Ho<lucc por sonnl J.ncomc tm< 

1~·r:n. 7. 3-.. F'FD . "7.5_ 
El~ El;: 

--0. 0 02 o. 
·- 0. 0()6 o. 

() . () . 
0. 00 1 o. 

-8 . 6 14 -0 . 15 8 
- B.3 ·i S -(). 795 
-· i' . 6(' '-: - 1 . 97 

·-1 '.'-t , .., ') --3 . 38 
-· lti . 967 -·S. 356 
·-:I.~! • <72 'l --8 . 242 

·· O. :H.13 - :J.1 . 5(>3 
:~ :~i • (., <J(., ··14 .88 :?: 

·· :~9 . no:'-5 - <t. 224 
.. 9:,! . 44 .5 - ~"i . 4 7'l 
·'J::!. on.it --9 . 6 9 f> 
- ·D . 9:~~ 9 .•• :J. 1'.1 • 4 () 9 

·-· 4 7 . ~~03 <W . B 6~"'i 
... 7;.> . 6 ::S<? - 23 . 546 
- 7~ .</1."1 -2~) . :.! 8 :1. 

- 6:5 ' ')fl8 - 26 .61 '7 
·- 3~~' :1 ·72 ·- 2 8 . 488 
-··l ~5 . 2 :~ ·- 29 .17~ 
·-36. 6 ·H - :-!9 . 483 
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Table II . 28 

Real Per Capita State Expendi.t:ure Impact of Various 

Permanent Fund Earnings Uses (Constant $} 

{Measured as Difference From Alaska Inc . Case} 

1.'T/l 
:l. 970 
l9TI 
1.980 
J 9f'JJ 
l <:> ~2 

1 ,' .!'1 
1. 9::.( ! 
J.'J tr: 
1 Q(..'c) 

I<, 0/ 
1 /U-l 

.l. ?H•J 
:. .,. ;>() 

f. <i-"I J. 
1 r; '? :! 
.I ;; '.' < 
t 91,111 

I '.11)' I 

'I 9'/o 
1 ··)~'/ 
I ,· .. ·r: 
·1 ') H,· 

1:\ t=D • 7. 2-
FT~ 

o. 
o. 
o. 
o. 

·-0 • .l'i 

-() . 7 lt.1 
·- 2. 5'l3 
-·c: • co 4 

·<i.2 • .l.bfl 
-1. r;. :mi. 

~;'.:s. 1n'i 
~·j:t I (11. iJ 
44 . ~Jn::) 

::'if.t. i .1. n 
: ' ·~ • 7 'l:'\ 
3 :~ . . l ~>:) 
:{~5. lO B 

~Si • !:5-1.!1 
.rn. ~sc;·~l 

PFD.7. 2 - noi nvcstrnont of SO b oarni nc;n 
£'FD. 7. J - I nc rcaaod govcrrunen t spcnd j ng 
Pl•'D. 7 . 5 - Hcduco por oonal .i.ncomo tax 

F'FD. 7 .3." 
Ef~ 

-· () I ()() :l 
-0.00.·! 
·-<>. O<H 
-o . 0() ~! 
9. :}119 

t 7 • :1;; <; 
,so . 1,l9 

?:L. !:i9</ 
:1.36 .4/8 
J.8'?, 23e1 
2 t, (\. 6 ~J J 
.!. ' i 4. =-~H.5 

H. 0.J'.:i 
::: il • 6 :.! :·~ 

:I. 4 :5 • ~·; l. :3 
l 0;3. :~ 90 
!j 1l. ~13~) 
'{!I. 00/ 
;:~:! • 't\> .I. 
3·>. o:)J 
:-ss . ~.23 
.-S4 . 93;• 

F'FD. 7~5-
EF~ 

o. 
o. 
(,\ . 
o .. 
0.03'7 

-2.516 
-1) . ·148 
-l· . :~ :-> n 

"·1 0 . :!91 
- l :=; . 542 
-·2\). 913 
· ·25 , :$~!7 
--:t 1 . u.~9 

2. :H:5 
4. :I 3 

-· (), 7 .l El 
-4 .039 
··.cL 6/'8 

"-II. 26'l 
-:{ . '/3i' 
-·4 . J?1 
·· 'l . 73J 
-'l . 82~1 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
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.In Table II.29 the change~ in real per capita state revenues are 

shown. The impacts are distinct. Revenues per capita rise when earn­

ings at'e reinvested and fall when expenditures are increased , primarily 

because of the impact of these programs on the general and. permanent 

fund balances. With the reduction in the personal income tax, the real 

per capita level of state revenues also declines. 



Table II. 29 

Real Per Capita State Revenue Imgact of Various 

Permanent Fund Earninqs Uses (Constant $) 

(Measured as Difference From Alaska In'.=. Case) 

PFrt;7.:L F'FD . 7 .3_ 
l-.h: 

:t977 o. 
:1. 978 o. 
:1.979 o. 
1.9HO () . 
198! 2.91 
:l 982 ~i.7:1.3 
1.98 3 9 .67l> 
1 'IEl4 1.f:J . 76~5 
:190!7i ~5() . 'l42 
1 9El.6 42.2B 
:l987 so. 2~·51 
1988 !52.57'l 
1</89 4'/ . 726 
1990 43.40:-s 
:1.99:1. 1} :;; . 2~)'} 
1992 4~J . :1'.:5l 
199:5 40.707 
1994 'lO. :HO 
1 <j>95 40.:t16 
1.996 4 ·7 , <;99 
:I. 91)7 17 . 5 :1. :t. 
:L99B 46 . ~)26 
1999 4!1 . 004 

PFD.7. 2 - Reinvestment of SOt enrnings 
PFD.7.3 - Incronsed government spending 
PFD .7. 5 - Reduce persona l income tnx 

El:;: 

- 0.00:1. 
-0 ,()01 

() . 

0 . 001 
0 .928 

- o. :rn:s 
--3. 2~)6 
·-·9 . 6~S2 

···1. 7. 427 
<rn. 7!:-iB 
-- 4 ~J . 693 
-(16 . 78'1 
--'12 . 061 
--:3 4 • :1.4 6 
··· :?9 . 96'1 
-·61. 4 361 
- 12 . 36 
··46 . 235 
- 49 . 193 
-4ti . 3 :H 
-3EJ. ~507 
·<12 • 20 B 
- 2t1. '/32 

PFD . 7 .5._ 
El~ 

o. 
o. 
() . 
o. 

-:~ . 6'7~1 
-·9 . 359 

- :I.~! . t1 :5~ 
·- :I. 9 • ~~ :3 (., 
-:~o . 40 e.> 
- 4:1. . n3t, 
-5() I EM4 
--~;::;. 972 
. .. ~)~) . <;'~~5 

-56.82B 
-· ::,;5. 93\.:., 
--::=; 5 • () 2 ~5 
-53 . 8:1.ll 
··51. B39 
·-49 . 439 
- 46.01 9 

"' -·41 . 56 :~ 
-· ·5 7 ·3 r.:· ·:> ' .. ,) .. 
·<53 . ~77 

. I 
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E. Conclusion 

The economic impact of changes in the use of the earnings of the 

permanent fund is significant because of the large size of the fund it­

self. Thus as the fund grows more slowly as time passes, the importance 

of any policy change regarding earnings disposi~ion declines . 

The mos~ important impact in any case is upon the level of the fund 

balance itself. Reinvestment of earnings increases the Dalance signifi­

cantly , while using the earnings to increase atate revenues leads to 

rapid depletion of the general fund and any money which can be withdrawn 

from the permanent fund. Alaska Inc. and a personal income tax rebate 

occupy essentially middle ground in their impact on the fund. This is 

because they prevenT a faster balance buildup but do not increase demand 

on the fund as did the state expendi tu:.."e increase case under the condi­

tions of the "ratchet effect" of state spending assumed in this analysis. 

In terms of aggregate economic impact, all alternatives were sig­

nificant . Reinvestment of earnings shifted the pattern of gr . .. cu toward 

more rapid f utUl.,e erowth , while the opposite was true in the othC'r th1.,ee 

cases. They all reflected the f nct that an increas e in the level of 

disposclblc personal income would result in overall growth of the economy 

much larger than the original change. 

Tho cases in which erow t-h of ·t·hn r>f'nnorny was aci:el erated in early 

years also illustrated the fact that in tlaos o cases , t he slowdown 
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necessitated by the financial difficulties projected for the state would 

also be larger. 

Finally , the Alaska Inc . program seemed to be more effective in 

getti?g additional income into the hands of individuals than a tax re­

bate. Becau~e of the P.1'ovision of multiple shares after every five-
' 

year increment in a person's length of residence, the value of an in-

dividual share begins to erode in real dollars less than ten years 

after the program is instituted. 

I 
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PART I II 

ANALYSIS OF ECONOMIC IMPACT OF PETROCHEMICAL FACILITIES 
AND FISH HATCHERIES ON THE ALA8KAN ECONOMY 

A. Introduction 

Portions of the permanent fund may be invested in new ventures in 

the Alaskan economy, particularly in natural resource rel ated areas . 

Such investments may be done for a variety of reasons which all genP.~ally 

fall into the category of broad economic benefits for the Alaskan economy. 

Objectives most often suggested are diversification of the economy, the 

creation of jobs, and. the generation of addi tion.-11 tax revenues for state 

and l ocal government . 

In this analysis two particula1~ types of facility are examined to 

determine their impac·t on the state economy. Emphasis is pl aced upon 

the impact on the overall growth of the aggregate economy , the regional 

components of er?wth, and the fiscal impact of the construct5.on and 

operation of the facilities . 

The first alternative is a petrochemical complex. 'l'he facility i n-

corporated i nto the simulal:ion is patterned after , but docs not correspond 

exactly to , the final proposals presented to the Royalty Oil and Gas Board 

fo!' the construction of Alaskan refineries for the refininc of Alaska ' s 

share of the production from Prudhoc Day . Thie refinery would be lo-

ciYl'Pcl on the Kenai penins ula and \·1ould utilizL· l!iO, 000 bcirrcls of oil 

per duy. Construc tion would becin i n 1979 a:;,d .,pcrat.tons would start 



in 1985. Employmen1: during the construction phase would peak at an 

annual average of 2 , 550 , while 460 woul d be employed during the opera­

tions phase. The value of t he refinery for tax purposes would be 

$1.5 billion. (A more d~tailed description of the assumptions can be 

found ·in Appendix E.) 

The second alternative is a series of 30 fish hatcheries located i n 

v.'lrious parts of the state. The Southeast and Southwest of Alaska each 

receive eight hatcheries, the Southcentral area receives six , and the 

Interior part of the state receives eight hatcheries, of which two are 

located i n the vicinity of Fairbanks . These p1 .. ivate, non-profit hatch­

eries are built over a four- year period at a cost of from $2 to $t1 mil­

lion each. Two construction see .JOS and 30 const1 .. uction workers are 

required for each . Ope1 .. atine employment is eight full-time equivalent 

employees for each hatchery. Fish begin to r eturn two years a'ftcr 

operations commence. 'l'he hatcheries r;eneratc increased e conomic acti­

vity iri. both the fishinr; and the manufacturing (processing ) industries. 

Doth the petrochemical facility and the .fish hatchery program arc 

assumed to be economically viable op<:!rat.i.ons . Thus, there a1 .. e no :implicit 

or explicit subsidies to either from t he sta t e . In particular, the re­

fine1•y purchases i .. oyalty oil from the s tate at the s ame price os the 

best alternative whi ch is ava.i.J.able to tho Btato . The f islt hatchery 

proer.:im docs not r ccei vc an operatin~ :rnbs.i.cly f r om tho s ta to . 
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This assumption carries over to the form of financial participation 

by the permanent fund in these projects. At this time the legislature 

has not determined either what types of projects in which the permanent 

fund might invest '. or what form that participation might take , such as 

the purchase of bonds or an actual ownership position . Neither has the 

phrase "income producing" been defined. For these reasons, it is not 

possible to specify either the form of i nvestment or th~ earning~ which 

might accrue to the permanent fund from participation in the financ ~ng 

of either of these types of projects . Therefore, a neutral assumption 

is made cegarding the impact on the fund itself of financial participa­

tion in ti:<.. c;e projects. It is assumed that whatever form the investment 

may take, it does not change the average rate of carninec of the fund . 

This assumption of neutral impact serves t wo purpo:::es . First , it 

allows the analysis to isolate those fiscal impacts which occur through 

changes in the economic activity of the state from the fiscal impact of 

a chaneo in the pe1'manent fund and its earnings potential. Second, it 

allows the reader , if so inclined, to easily substitute his own acsump­

tions concerning the impact on the fund of these partidpation programs. 

Any diffet'ent assumption regardine fiscal impact would be additive to 

thclt impact presented in the results. Thus , for example, either a rate 

of onrnines ereater than or l ess than tho averaee for t ho fund could 

be accommodated . 
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Use of this assumption also eliminates the necessity of scaling 

the two projects so that permanent fund participation is equal in each. 

This would clearly be impossible in the present case because of the huge 

difference in the capital requirements , and total resources demanded, 

.by the two projects. Th-:~ refinery costs $1. 5 billion and the 30 fish 

hatcheries, at most, $ . 12 billion. To increase the number of hatch­

eries to make the -totaJ capi.tal :r~quirements ':Jf the program equivalent 

to that of the refinery \1ould require more than 36f fish hatcheries, an 

impossibly large number. 

Decause of this, it is not possible to directly compare the two 

projects in the sense of general economic return to the sta te from in­

vestment of a certain dollar amount . In the sense of scale , this i s a 

comparioon of "apples and oranges" which i~ not completely valid. The 

projects do offer an interesting contrast, however, in ihe fact that 

tho refincx•y .is an extrem1:!ly cupital intensive facility, while the series 

of fish hatcheries is much more labor intensive. As a result, the con­

figuration of impact in the two cases :::hould be quite different. 

In assessing the results of this impact analys i s , it is important 

to l>ear in mincl that the validity of the results fo1" the projects is 

only as robunt as the validity of tho underlyine assumptions which went 

into the model. In some instances , there may be a difference of opinion 

t'e>1,cu.·u.i11~ t:hc level of a variab.Lc i 1 'the assumptio11:.i, ilnd the rc~ults 

might be sensitive to that vuriubility . For example , tho capital-labor 
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ratio in petrochemicals manufacture is not the same for each facility . 

It is dependent upon such factors as the relative cost of inputs, the 

types of feedstock employed, and the mix of products produced. With 

"this in mind, it follows that the impact analyses of these facilities 

should be interpreted not as the analysis of specific projects but of 

types of projects with the mixture of characteristics as outlined i n 

the discussion of assumptions . The comparison then i s bct~:cen a capi­

tal intensive project built on one site and a number of labor intensive 

facilities scattered around the stute. 



B. Base Case 

The impacts are measured from a base sim~lation described in Part I 

of this study. In the base case, state expenditures grow at a rate 

which maintains a constant ratio between per capita real personal income 

and per capita real state expenditures. There is no constraint on this 

growth imposed by a lack of revenues until beyond 1990. Since these 

simulations go no further than that, the impending fiscal crunch is 

ignored here. 

Aggregate economic g1,owth is strong between 197 and 1990 in this 

base case (Table III. 1). Dy 1990, population is 688 thousand and ~mploy­

ment has increased nearly 75 percent from its present level to over 

325 thousand. Personal income has increased neu.rly three times to 

$13 .l billion. 

Up to 1990 , the fiscal condition of t he state appears healthy, as 

described by the variables in Table Ill. 2. Expenditure erowth is strong 

and steady as increases track growth i n real per capita personal income . 

Through most c f the 1980s , revenue growth more t han keeps pace and growth 

of both the permanent fund cind the suppl emental f und keep pace . The 

supplemental f und is the depos itory of all sta te revenues i n excess of 

current needi; which are not "locked up'' into t he permanent f und. They 

arc set aside during poak revenue yeur::; to liu u:.1~u .i.11 L.i.Hh.!::l of i~cv.::nuc 

s hortfall ::; on cur1,cnt ~tccount. 
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Table III . 1 . 

Base Case Aggregate Economic Indicators 

1977 
g>7g 
1979 
1980 
1981 
1982 
1983 
1984 
19B5 
1986 
1987 
:l 980 
:1.?0? 
1990 

POP - Population (thousand) 
BM99 - Employment (thousand) 

POP 

39f3 . S02 
408.:H7 
'}2~5. 551 
457.817 
484.215 
495 . 25 
508 . 406 
5~5 . S6 
546 . 222 
568.45 
593. 337 
62:1 . • 202 
65:~. J. 3 4 
<4'>88 . 407 

PI - Persona l Income (million $) 

EM99 PI 

187.487 3 ::??2 . 21 
:L 92. 029 3600. 29 
201. 3 :U, 4055.()6 
220.719 4869.61 
232 . 928 ~::>O:J , Y:! 
233 . 345 5771 . 6 7 
236. 415 6163 .91 
2 ~3.346 672:i.23 
253 . 07 7437 .8 
~63 . 693 8'..:!'ll. 8 ') 
276.056 918 =5 .64 
290. 201 10:::?05. 

'306. 862 l 1fi99 . El 
325 . 256 1 :Hl1 .~i 
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Table III. 2 

Base Case Fiscal Indicators 

E99S R99S 

1977 1099 .65 1130.36 
:l978 1271.17 1148.96 
1979 1385 . 2 1543 .19 
1980 1550.86 1957.:76 
1981 1839.38 223•1 . 44 
1982 2067.21 2520.95 
1983 2164.9 2827 . 61 
1984 2307 .23 3255 . 6 
1905 2308 . 6 3549 .28 
198 6 2762 . 1 1 3734 . 52 
1987 3046 . 73 3717 . 27 
1908 3377 . 95 3656 , 71 
1989 :->7 62 . 7 3 606 .?B 
L990 'l213 . 49 3 506 . :!5 

E99S - Stnto Expenditures (million $) 
R99S - State novonuos (million $) 

F'FBAL 

2 • . J 
62.4 

276 +293 
746. 281 

l.212 .58 
1748.2 
2492.13 
3525 . 13 
4 659 . 57 
5741. 3 
u54 4. 9 
6Y8S.~.I. 
703.5. 23 
664 J .• 2~:i 

PFSUPBL 

o. 
0 • . 

90.733 
4:t8. 789 
730.018 

1086.55 
1625 . 27 
2 4 2 9 . 83 
3318 . 07 
41 4'1. 86 
4723 . 6 'l 
4966 . /4 
1l847 . 05 
4312.4·1 

PJ:'fll\I, - Permanent Fund and Supplomontnry 1-'uncl Dnlnnco (mj l llon $) 
PFSUPDL - Supplementary Fund Dal'1nco (million $) 

I 
·I 
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Warni ne si ens <!re; nonethele~s, beei nnine to appeal'.'. The level of 

total revenues peaks in 1986 and begins to inch downward from that point 

in time . Shortl y thereaftP.r in 1988, the level of accrued revenues in 

the supplementary fund reaches a peak at $4.966 bil lion and subsequently 

begins a decline . 

These trends are mirrored in movements of the indicators of average 

per capita economic activity shown in Table III.3. Neal per capita dis­

posable personal income shows f airJ.y steady growth t hrouehout the period 

of analy~is , r efl ectine aggregate economic: activity . Likewise, r <.!al 

state expendit ures per capita increase accordi.nr, to a smooth pattern. 

Onl y real par capita sta te revenues show a peri od of growth and then 

after 1905, a sharp decline from the peak of $2 , 016 to $1,306 in 1990 . 

This is a drop to bel ow the l ov2l of a decade earlier when, in 1980, it 

was Sl,597. I n nddltJ on, in 1909 , for t l1c first time stnco the beei.nning 

of protluctlon f t"om Prudhoc llay, rovcnuc:J f l1ll short of cxpcndl t urcs . 

'rho pa t tern of l oc<Jl finances i:; a healthy one because of both the 

att•one l evel of ctJ to expenditure::; ond r..ivcnuos f-rom loc;al sourccc 

(Table 11! .11) . Locol l'ovc nucs and e xpcndl t uros arc c;l o!lcly tied t o t ho 

l evel of ntoto > pcnditurca t hrough ..i v~1ri<' ty of p1·ocr~1ms . Since ntato 

OXp<!nd1Lu1~us r~row t h ouchoul the r. i mul1J t I on pcrlod , :JO oluo do l ocal 

oxpondhtu""us .ind revenues . lnct'ooscu i.n the l oc ... l propot•ty lc.1X ba:Jc 

con t l' i IJU Le lln i mpot·tnn t l ocal :Jourc of ruvonuon . 
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Table III. 3 

Base Case Per Capita Economic Indi cators 

DH\PA E99SP.:F'C R99S!\PC 

1977 2897.39 1185.25 1218.35 
107CI 2997.93 :l:'.! 79 .2 1156.23 , , ._, 
1979 3104.74 :J.282. =55 14:28.6 
1 'JBO 3293.58 :t265 . 61 1597.67 
198 l. 3345 .1 7 l.358.48 1650 .26 
1982 330/ . 63 J.447. 27 1764 .94 
1983 3331 . 98 1427 . ~)2 l !:U15. 03 
1984 ~B</3. 46 14HJ. 23 2001 .19 
1 985 3470.2'/ :l 4:~5 . 38 2016.69 
1<786 3~.il2. !39 1440+35 1958 . 25 
1. 98/ 3.!i;·!6. 0 'l :I. 1}68. ~!2 j 791 . 3:5 
1988 =571.0 . :!F.l 1490.01 :l612 .Y7 
1989 3€!06.0'7 1~5:t o . o~~ 1. 448.29 
1 1190 38?9 ./1 .l ~-;:17 . 09 1:rn6 I 7=! 

DIRP/\ - Per Cnpltn Real I ncome (cans t-ant ~) 

E99SRPC - Per Capita Roal State ExponcJituros (constnnt $) 
R99SJWC - Per Capito Real State Revcnuoo (conntont $) 

I 
I 
-.1 
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Table IIJ..4 

Base Case Local Government Indicators 

. E99L r.;;991_ E9<,?LF\F'C 

1 '.")'77 597. (~78 
1978 585.067 
:1.979 64:l .161 
:l.980 73:L.859 
J. 981 852.174 
1982 949 . 687 
19fJ 3 1015 . 1.2 
198 4 1100 . 87 
1985 :1.210.69 
1 1186 1. 324.9 
1987 1.460.42 
1988 1617 +5 
:t 989 1.799.42 
1990 20 1. 4 . :1.2 

E99L - Local Expenditure (million $) 
R99L - Local Revonuas (million $) 

543.726 
~-550. 219 
603. :t32 
693.14t1 
802.897 
898.929 
975.536 

1069. ·73 
1.186.5 
1308.1'2 
1452 . 86 
1623. :~4 

1822.27 
2060 . 59 

E99LRPC - Par Capita Real Expenditur es (constant $) 
R99LRPC - Par Capita Real Revenues (constnnt $) 

643.559 
588 . 765 
593. ~'i52 
597.247 
629.377 
664 . 885 
669 . 553 
676.692 
687 .908 
694.73 
7\)3. 7:i'5 
i'1.3,4i'EI . 
722 . ::;1 
733 . 883 

F\99LF.:PC 

586.053 
5~:5:~. 697 
558. ~547 
565. f.,!)4 
392 . 983 
629 . 348 
643 ~4-45 
657 . 55:? 
674 • U16 
685.?31 
700.:J. 33 
71 c'u 057 
7~ff. 687 
i'50 . 8 16 
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This steady growth is reflected also in the per capita measures 

~evenues and expenditures. As long as state transfers. grow from year 

to year, the level of l ocal services is able to expand. 
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C. Aggregate Economic Ir,1pacts 

Upon this basic simulation of the economy the two projects described 

· above are overlain and impact s measured . The pattern of aggregate eco­

nomic impacr differs considerably between the two cases . 

· Looking first at the impact of the petrochemical facility (Table III.5), 

a def lnite "mini-boom" period can be observed in the early 1980s in con­

t r ast to the base case , coming essentia:tly at c:he end of the peak as­

sociated with the construction of the Prudhoe Bay gas pipeline. The 

boom is evidenced by an employment increase which peaks at over 13 thou-

sand in 19 83. Th5.s is associ ated with a populat ion impact of over 

24 thousand which peaks in the followi~g year. 

After the labor intensive construction phase of the facility, the 

employment and population differences declin•? until the late 1980s. 

Then they appear to stabilize back to the growth l"'ates in the base cas e 

which in 1990 result in level s 5 thousand and 15 thousand above the base 

case, respectively . From that point forward , equal growth r ates between 

t he two cases would result in an ever widening margin i n terms of employ­

ment and population between t he two caces . This large construction proj­

ect , coupled with a small permanent labor force , has put the whole economy 

on a sotneh·hat higher r.rowth path . 

lncreasea in waees and salaries , ancl wlth it pc,.,sonal income , f ollow 

t he Home pattern a~ the i nct•oases in emµloymcnt . In t he peak employment 
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Table IlI.5 

Aggregate Economi= Impact of Petrochemical Facility 

(Measured as Differences From the Base Case) 

POP 

. i. 977 o. 
1978 o. 
:L979 0 .239 
1980 4 . 7 .tt2 
1n~ :1. 1.2 .99 8 
l ~l82 18. 7:1. 
"1. 983 :!2. ·797 
1 ~·a~1 :!4 • .t~2t> 
.l ~- 8 !:i .lfJ,161 
.1.986 1::;.7::; 
1. 9tr/ :l 'l . 8 lJ. 
1~188 1. !} • :1:57 
l 1;:1<.1 :J.~.66!5 
:1. r;~:o 1. 5.-00B 

POP - Population (thousand} 
PI - PorDonal Income (mi llion $} 
~·15 99 - Wages and Salaries (million $} 
EM99 - Employment (thousancl) 

PI ~H399 

o. o . 
o. () . 
3+86 7 5 +109 

134.0~.)9 :1.1 7 .12 .1. 
376 . 582 329.758 
479 . 6~5 ·420. 02 
::i5 J .• 1. 37 483 . 172 
5:~0. 23 46::5. 'i57 
27,~ . 121 2 4 0 .9{>1 
2:1.0. 934 185.711 
19:1.91 :l 72. 789 
204 .266 180 ~4 73 
:?::!l>. :l. .~, :.~()\). 23 
260.086 2 3<> . 'i' O :~ 

EM99 

o. 
o. 
0 +181 
3.546 
9.142 

12.001 
13 ~432 
13.014 

7 . 0 05 
4, 955 
.I}. 3().1} 

4.2·'18 
tl . 4~i4 
4 ~ 9·18 
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year of 1983, the level of ~mployment is 5.7 percent above the ba~e case, 

whil..! the level of wages and salaries is 8.9 percent above the base. 

Thus, the employment generated by this facility adds significantly more 

to personal income than the average employment for the state. 

The pattern for the fish hatchery program does not contain a "bulge" 

because there is no massive construction phase (Table III. 6). Growth 

of all indicators in relation to the base case is incremental. Employ­

ment increases come gradually and fall behind the refinery case in 

early years. After both facilities are ope1~ating, however, the two 

cases show long-run growth ab·ove the base case which is almost equal. 

Because of the incremental nature of the r;rowth, the level of pop1.1la­

tion has not increased by as large an amount relative to employment. 

Growth in wages and salar•ies and personal income shows the same 

smooth pattern of increase over the base case . In early year s , this 

growth turns out t o be less than in tho l"ef inc1~y case, but by the late 

1900s, the impact on both 01: these varl ables is substantiully larget" 

f-rom fisheries enhancement than from the i~ef inery. 

Part of the r eason beh:i.nd this is the f nct that the f inheries 

enhancement program leads directly to increases in economic activity 

i n two other sectors of the! economy . f' irst , the inc1~cased level of the 

fishery increa:Jeo the value of the fish taken by Alaskan finhermon . 

Thi::: in asoumed to loud directly to i ncreases i n i ncomes i n this oec·tor 
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Table III. 6 
.. 

Aggregate Economic Impact of Fisheries Enhancement 

(Measured as' Differences From .the Base Case) , 

POF' PI 

:1. 'ii'/' 0 ) o. 
l. 978 () . (). 

1.t.>79 () . 7 :25 23. ~539 
1. <,j8 0 1+9:1.2 54 . 93 
:L9fl1. 3 . 044 80 .238 
1982 .4 . ?21l 125. 672 
19D3 5 . :t53 1.14. :j4 B 
19F.M 5 .:226 107. ao:; 
190!5 6 . 1 41 1 42 . J. lf l. 
:t9fl6 7 . 2 2 <.? 1 711.:L:r1 
1997 8 .229 70~i. (., '~!:) 
1. 98B 9. 2 ~; :I. 23<i' . fr7!5 
L989 :l.0. 286 2i' 9. :l 3~~ 
1 1?90 u .. 4 17 3 24 . i':m 

POP - Popula tion (thousand) 
PI - Personal Income (million $) 
WS99 - Wages & Salaries (mi llion $) 
EM99 - Employment (thousand) 

1\1£199 EM99 

() . o. 
() ' (). 

:w. 48 6 0.55 
47.9EJ4 1. . ~502 
70.23a 1. • 9 () (., 

:r. :1. 0 • 2. tH34 
1.00.1.8 4 2 . 7 6 

91}. 51? 2 2.50 5 
124 .922 2 . ~)77 
:l~) 3 .305 3 .53 1 
Hl1, 37~3 4.00 2 
~! 1.:1 .• 9 4 :I. 4.47 
247 . :l.'1 ~5 11. 9/7 
:~ou . on:.?. ~j . :·539 
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without an associated increase in employment beeuuse of the limited 

entry laws which effectively limit the number ·of fishermen working i n 

Alaskan waters . The increased catch, in turn , leads to increased fish 

processing and is ref lected in an increase in the levels. of employment 

and value added in the fish processing industry in the state. 

The inclus ion of these economic "links" in the analysis of the fish 

hatchery case highlights the complicated nature of the assumption neces­

sary to carry out this analysis. It i s assumed that the f ish which the 

hatcheries produce are all caught by Alaskans and that their incomes are 

spent in Alaska . Thus, ther e is no leakage of this income outside the 

state economy at the time of the i nitial transaction to the fishermen 

from the buyers of the f i sh . 

In r eal ity, some of this i ncome t o fishermen would not go to 

Alaskan fishermen w1d to measure the importance of t hi.s assumpti on, a 

special case simulation was done i n which none of thr increase i n in­

comes wa::: r eceived by Alaskans . There was , in thi~ :::pecial case , no 

increase i n the fishing sector of the economy from the point of view 

of Alaskans . Comparing tot;:il wacc~ cintl salaries i n t he fish hatchery 

caso , includinr; increases in nohorrnon' s incomun , with the case of no 

incroetse in fiohcl"men' s incomo::i i ndicated there i::i a sub::itantial im­

pact on the waec and sal ary l evel as a rcsul t of i nclucllne these .inco111es . 

The total l o:.;::; it: ccveral ·times the a::isumed i ncrea::io i n income to the 

f.is liormcn directly . 
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This is because of the employment and resulting wages and salaries 

generated in other sectors of the economy because of the demand created 

by these incomes. The increase in wages and salaries to the state 

as a whole from either project, assuming no increase in f .isherrnen ' s in­

comes, is approximately the same by 1990 . 

There a1,e other assumptions which could be changed and which would 

also change the results of the aggregate analysis. It is assumed that 

the l,efinery construction work is carried out by Alaskans who will spend 

their incomes in Alaska. The experience of the construction of the 

Alyeska pipeline has indicated that this might not be valid. Some in­

come would leak out of the state in this case, and the impact on waees 

and sala.ri2s would be reduced accordinr,ly. 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



I 

I 
I 
I 

I 
I 
1· 

I 

III-19 

D. ~egional. Economic Impacts 

The economic impact of these two projects· can be analyzed on a 

r~gional basis also. Here the patterns should also differ because of 

the concentration of the refinery in the Southcentral part of the state, 

while the fish hatchery pr_ogram directly affects most regions of the 

state . 

The regional impact on employment, population, and personal income 

of the refinery case is shown in Tables III. 7 , III. 8, and III. 9 . The 

regions are indicated by Figure III . l . Construction and operating 

employment are concentrated in the Southcentral region on the Kenai 

peninsula ' and in Anchorage. The aggregate growth of the economy as a 

result of this project affects all regions, but the largest impacts are 

concentrated in those two regions . During construction the Kenai pen­

insula has the larg~st relative impact but after that most of the growth 

is centered upon Anchorage. 

This is the i~esult of two causes . First, a portion of the operating 

employment for the refinery is assumed to reside in Anchorage, as we~l 

as the operational headquarters staff. Second, Anchorage is the commer­

cial and service center of the state and, thu:.; , a large percentage of 

any secondat'y emµloyment growth would be centered in Anchorage. In 

fact, in this case, 80 percent of the growth in 1990 has occurred in 

the Anchoracc area. 



Table III.7 

Regional Employment Impacts of Petrochemical Facility 

(Measured as Differences From th~ Base Case) 

(Thousands) 

EM99FU EM99F~2 EM99R3 EM'r9FM 

1977 --0. o. o. .. (). 

1978 o. o. () . () . 
1979 O+ .... o. ·-(). 001. o. 
:l 9BO 0+005 ····O. 004 --0.0:1.7 · o.99~) 
198:1. 0.001 0 .024 0 . 137 4. 1. B7 -- :Fi82 ____ _ - - --·--- ··cf: ~F·f9 · ·· ·-. - -o. 6<i9 ·- -- - - 1f~-5i<1 4.3~j~) 
1983 
:1.984 
19B~5 
l9B6 
:L987 
:I. <;>~18 
19!39 
:J. 990 

EM99Rl - Northwest 
EM99R2 - Southwest 
EM99R~ - Southeast 
EM99R4 - Southcentral 
EM99RS - Anchorage 
EM99RG - Interior 
EM99R7 - Fairbanks 

01324 
0.3c'12 
0 .3:l. 9 
0 • l.B 
0.:1.::!8 
0. :L:I. 2 
0.112 
(). 1.::?. :I. 

0 . :l ~15 o.695 4 . ·~)27 

<>. 154 0.7f:l2 2 ~ o:~l> 
0~14:1. () . 7:1.7 0.733 
0. 0 7!5 o.376 0 ·~- ,.) ·~-• ""J,,:.. \.J 

O.O~:i 0 • ::! 4 c'i 0.44'7 
0 .042 0 . 201 0. 42:1. 
0. 041 (),:I.SB 0+41.4 
0.044 o .:t92 0.4::! 

· EM99f~5 

o. 
o. 

. ().:I. 70 
2 . 472 
4,374 

· · -- -6-:-2oi 
7.0f.M 
fl . 1.56 
4. 4f:l 
~~. 462 
~L 199 

. 3 . 2'74 
3. ~);·~9 
3 . <{74 

EM99FU°> EM991~7 

. o. o • 
o; o. 
o. o.oq3 
0.009 0. 08~5 
0.046 0.294 
·cr:o9 ·-· . - ·0- .-449--
0. :I. :I. 5 0. !~i~i3 
0 . 13 (). !39!:-i 
0.12 o.496 
0.065 0 . 27~~ 
0. 04!3 0.1.B9 
o. o:rn 0 . :I. 6 
0 I 0~67 o . :Lti3 
(). ()~,9 () • 1. !50 

-----------------

H 
H 
H 
I 

I\.) 
0 



L977 
1978 
1979 
:l. 9BO 
:l 1i'81 
:t982 
1903 
1984 
:I <i'D~i 
:1.986 
1. 9S7 
'I. <,' t.lfJ 
.t989 
1. 'l?O 

POPRl - Nor thwest 
POPR2 - Southwest 
POPR3 - Southeast 
POPR4 - Southcentral 
POPRS - Anchorage 
POPR6 - Interior 
POPR7 - Fairbanks 

Table III . 8 

Regional Population Impact of Petrochemical Facility 

(Measured as Differences From the Base Case) 

(Thousands) 

POP1~:1. POPl~2 POPR3 POPR4 f'OPR5 

o. o. o. o. o. 
0. o. o. o. o. 

-0 . 002 - 0 . ()()5 ··-0 .0"l.8 --().01. (). 28:3 
.... (). 04 -0. OB 1. ···0 .279 J..41 3 .B16 

O.OO:L -0.094 -0.2B 6. 3~;4 6. 7El1 
0.478 () . 06 :I. 0. ::5B7 6.74 1 10.448 
()ft194 0 . Hl8 O.B/7 7.HM 1:.!. 84 
o. n:.u 0. 297 l . :.!94 4 . HO:';) 15 . 863 
(). ~~0 3 0 . •l 8·4 1 . 92fl 1. 907 11.1 7 
(). 6~5.1) 0. 4:1. :I. :I .• ~"i 3::!. :t. 6f1 :1. l. 0 . 0 78 
() ( ~.)21.1 0 . 37;:!. :J. • :~~~ :I. . 532 9. B09 
o. 1w:1 O .:M6 1.. 209 1.ll51 9 . 924 
0 I ' il·O o • .;:~s 1.1.~!.:·. 1. 39 10 . 288 
0.'16'1 () • .308 1 • <'5 ~ 1 . 330 1.0 . 903 

POF'F~6 f'CJPl"~7 

o. o. 
o. o. 

-·O . 001 -o .oot., 
"- () . 021.1 -- () . 0~59 H 

0 . 009 0 . 146 
H 
H 

0.1<>~ 0 . 493 I 
l\l 

O. :L8l O. B33 .... 
0 . 2 4 8 1.. 091 
o. -B5 1. 43~) 
0. 2·1S' :1 .• 1.64 
0.21;:! l.03 
0 I 19~5 0 . </Ci 
o.u:u 0.091. 
0 .175 0 . 8 'l ·1 



:1.97/ 
1978 
1 11'/9 
1.9BO 
1 118 :l 
:l ~'82 
198~~ 
1984 
:i. 98~5 

1986 
~. <;>87 
:I. '/Btl 
:J.989 
1990 

PIRl - Northwest 
PIR2 - Southwest 
PIR3 - Southeast 
PIR4 - Southccntral 
PIR5 - Anci1oroge 
PIRG - Interior 
PIR7 - Fairbanks 

Table III.9 

Regional Personal Income Impact of Petrochemical Facility 

(Measured as Differences From the Base Case) 

(Million $) 

P J F~ 1 PIF~2 p If~~':S F'H°\4 P r1:~ ~::; F' If~ 6 

o. (). () . () . o. o. 
o. -() . () . () . o. -o. 
O. OEI 0. 062 0. :J. 95 0. :f.9 8 4. tl44 0 .16 :1. 
:I. . 447 1 • :~~!5~5 3. 592 3t1 . () .43 7:::; . '7 4!'.) ~) . 4 47 
5 .8H:l 4.448 14 . 'J (.,9 16.c1. =~~ff~ 1 .cf<.;l I 23~! j, 3 • .c} 3 

12.377 81103 30 . 294 :1.76 . 004 2:L3 . 451 9 .l:l !7i2 
:l.~5 . '728 'L0.071 37 . 99B l8tl. 8 :1. :f. Z'i2 . l. 7 10.9(18 
:t 6 . <t02 1.0 . 4£:1 40. 3~) l26 I :B4 2fJ9. !:H ·1 1.0. 4B4 
:I. :;~ • ,, =~ :l '7 1316 :·rn. 73:1 33. 2'7<.~ l.~.>H.698 6. ~)fJ~! 

fL 34:5 ·1 • B9 .I. :1.9. 276 2'7 . ' ) 6 <;> i :rn , :f.O~! 'l . ::rn7 
l1. '/ :I. :·'i 4 1072 :l.~:'i t 09c'1 ~!6 . 073 1. 26 . !) 4 3 3 . fl6!':i 
{, . 020 3.9B9 :i.'t.:1.4'? 26.744 :f.3!'.) . <J:l B 3 . B ~?. 3 

7.426 4 . 263 :l4.M3:1. 2D.'l9 :I. ;7;3. 9:'54 4. 001 
8 . !:i6:~ 4 . 7B<; :J.6. :1.45 ~rn. 7!56 :l. 00 . 62 l 4. 4 f~ <J 

PI 1':7 .J 

o. 
o. 
0. :52B 
8 . !:i2B 

24 . 1i l:ib 
2 9 . 4:i9 H 

H 

35.3'7 H 
I 

:56 . l. 64 I\) 
I\) 

~~-1. BS' .I. 
:t.6. 34:1. 
1. :·5. 3.ti 4 
12.El07 
:l.~5. :3'7 :1. 
:l.'I . '716 
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