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Introductiqﬁ

In his "State of the State" message of January, 1976, Governor

Hammond had the following things to say ¢bout individual citizens'

involvement in public decisions affecting their own future and

Alaska's:

Alaskans are perhaps the most involved,
interested and curious citizens in these
United States - and perhaps the world.
This interest stems, I believe, from an
ingrained desire to make our dream of
Alaska - as it was and as we'd have it
be - a product of and a program for
Alaskans...

. . . . . . . . . . . . . . . . . .

Since no one mar. has the only road map,
what we need up here are many altzrnative
visions of where Alaskans want to go,

and from this amalgamation put forward
positive images of tomorrow. The major
question is, of course, what kin¢ of
Alaska do we want, both for ourselves

and for our children's children?...

. L] . . 1] . . . . - . . . L] . . . .

So we could promote anticipatory de-
mocracy. "Anticipatory" because we'd
bettor start anticipating the future,
rather than just permitting it to come
about. "Democracy" because unless we
find ways to involve thousands of
Alaskans in the process, we'll find
the future staked out by a handfull

of corporate, political, academic and
other elitists, each of whom has care-
fully looked after number one while

no one is taking time to look ovt for
the public as a whole.



The Governor went on to point out that the Alaska Growth

Policy Council and Public Forum Program "are tools designed to

solicit public input," and that he had directed the Council to

initiate the Forum program

to determine what the people think our
goals should be - first, to formulate
the questions, and then ask Alaskans
such things as: what's your view on
population growth? should we industri-
alize more rapidly? emphasize renewable
resource enhancement and utilization?
place more weight on recreational
tourism? encourage or discourage com-
munity development in areas now un-
inhabited? build a petrochemical in-
dustrial complex? and many, many more.

The Growth Policy Council has followed the Governor's directions.
It has established an extensive program of research and survey work,
public information, and citizen participation in state government
decision making. The program is highlighted by a series of regional
and statewide workshops in which people’ in all parts of the state
will meet to consider and express their views on critical policy
issues facing the State of Alaska. These issues and the basic
choices to be made are described in detail below. The choices on
these issues -- the development and uses of Alaska's oil wealth,
land use planning and management, human resourcos development, the
role of government and its relationship to the people, and state
growth policy generally -- will largely determine the future of
Alaska. For underlying all of these issues is the question posed hy

Governor Hammond: what kind of Alaska do we want, both for ourselves




and for our children's children?

Because the choices to be made are so fundamental, the clearest
possible expressions of public needs and preferences are essential
to guide state decision makers. And it is to facilitate such public
expressions and involvement that the Alaska Public Forum Program
has been established. There are three major goals to be achieved

through the Alaska Public Forum:

To inform Alaska citizens of eritical
problems and opportunities facing the

state, of basic choices to be made,

and of the consequences of key decisions

that must be made in the n. <t few y=2ars.

To assure every interested citizen an

effective voice in shaping the future

of the state, an opportunity to be heard

on basic decisions which will be made on
issues of o0il wealth, land use, human

resources, and government.

To make government more responsive to
concerned citizens throughout Alaska,

to tune government to the expressed

neads of an informed public.




At the heart of the Alaskz Public Forum Program, therefore,
is a series of basic policy issues and specific choices on which
citizen‘viewpoints ave sought by legislative and executive officials
of state government. This paper provides background information
on those issues and tentatively identifies the choices that can be
made. All of éhe issues and choices presented have important imp-

lications for future patterné of growth in Alaska: how much, how

fast, and what kinds of growth we want and where we want it to

occur. They all point to the basic issue of how large a role state
government should have in managing growth, controlling its effects,
and ;chieving agreed upon social objectives that petrolzum wealth
will make possible. And they all relate to the overriding question

of what kind of future Alaska we want.,.

The purpose of the Alaska Public Forum Program is to assist
Alaskans to better understand thé problems of Alaska's growth and
to participate more directly with state government in finding so-
lutions to them. The Forum is intended primarily as a means of
strengthening the two-wny communication between Alaska's people
and their state government. It is thus an extension of the dem-
ocratic process and a supplement to normal channels of communication,
such as campaigns, elections, letters, and personal contacts be-
tween citizens and government officials. If it functions well,
the Alaska Public Forum will facilitate citizen involvement in
state government's efforts to meet the challenges of growth in

Alaska, and it will enable government to better inform the people




of tne problems to be met and the choices they can make.

This paper consists of three sections. The first describes
the general background of Alaska's growth since statehood, and
presents some projections of future population and economic growth.

The second section presents a series of selected statewide policy

issues and related choices. These, or revisions and refinements

of them, will be the subjects of public discussion and response in
regional workshops in all parts of the state; through newsletter,
newspaper, and other media distribution; and in a statewide work-
shop and TV "town meeting" to be held in mid-1977. Since this
paper is still a working draft subject to comments, criticisms,
and rcvisions, the final section indicates the general kinds of
responses that would help make it most useful for informing the
public and soliciting their views on the role that state govern-
ment should play and the course it should chart toward Alaska's

future.




Alaska's Growth

This section provides an overview of growth in Alaska, in-
cluding past patterns and future projections, and discusses some
emerging growth policy issues that must be dealt with by state
g- .ernment in the rext few years. In general, the picture that
comes into focus shows an Alaska in rapid transition from a strug-
gling new state in the early 1960's to an oil-rich boom economy
in the 1970's and 80's, where problems of growth and cpportunities
for dealing effectively with them are as challenging as they are

unprecedented.

This history of economic development in Alaska suggests a
recurring pattern of generally unguided responses to major external
forces of change, with the benefits of development flowing dis-
proportionately to "outsiders." First it was furs, then gold and
the fisheriec, followed by the massive defense build-up of World
War II and the Cold War of the 1950's. In what respects and to
what extent will the new era of development, based on the pro-
duction of potentially vast petroleum resources, prove to be dif-
ferent? Will the people of Alaska and their leaders and institutions
have greater influence in determing the nature, rate, and conse-
quences of development than they have been able to exert in the
past? If, in the petroleum era, the state government is a major
owner of the resources and the great wealth they represent, there
might be reason to expect that now the State of Alaska can effec-

tively negotiate if not independently chart its future course of




growth and capture its fair share of the benefits. How fast

state develops its petroleum rescurces and how it chooses to
the wealth they produce will have a very large impact on the

of Alaska's future.

But it also must be recognized that the State of Alaska is not
the sole, or even the dominant resource owner, nor can Alaska be in-
sulated from national and world forces which determine energy develop-
ment policies. The federal government, now as in the past, is the
biggest landlord and resource manager in Alaska and likely will re-
main pre-eminent in the future. Native corporations created under
the Alaska Native Claims Settlement A=t are also establishing their
places in the development process. And as federal and state govern-
ments and Native corporations look toward development of the resources
they own, they are bringing the international petroleum industry
into the jrocess. It is not clear what Alaska will look like in
the future, what kind of place it will be to live. What does seem
clear is that the scale of development will be much larger and the
consequences for Alaskans at least as far-reaching as any previously

experienced.

The Setting for Growth

There was a serious question in the early 1960's whether the
new State of Alaska might survive economically. Its economy, which
was dependent on federal government expenditures and a few unstable

resource extraction industries, was capital poor, high cost, and




underdeveloped. Steady growth in the values of fisheries and forest

product industries production, however, were indicators that, by
the mid-1960's, the state could survive, though not in any high
style. What made the difference during that period was the onset

of major oil and gas production from the Kenai-Cook Inlet fields.

By the end of the decade, the wellhead value of production
from Kenai-Cook Inlet had surpassed the values of production from
the fisheries and forest products industries, rising to an amount
almost equal to the values of fisheries and forest products com-
bined. (See Table 1.) This, of course, was merely the prelude to
what would follow the Prudhoe Bay discovery in 1968, when Alaska
would move into the top ranks of the oil-rich regions of the West-

ern Hemisphere.

During the 1960's, Alaska's population and economy grew at a

relatively rapid pace:

. The population increased from 237 thousand in 1961

to 302 thousand in 1970, an increase of 28 percent,

e civilian employment rose even faster, from 68

thousand to 105 thousand, for a 55 percent increase,

® The total market value of all goods and services
produced in the state (Gross State Product) doubled,
rising from $681 million in 1961 to $1.4 billion in

1970.




Total state government revenues amounted to only
$46 million in 1961; they were almost six times
higher, $260 million, in 1970 (not counting the
one-shot $900 million sale of Prudhoe Bay leases

in that fiscal year).

» Recurring state government revenues from cil and
gas production at Kenai-Cook Inlet rose from Sy

million in 1961 to $39 million in 1970. (See Table 2.

The basic push to Alaska's economy was provided at the end of the
decade by oil and gas production from the established fields, and

this was reinforced by the early gearing up for Prudhoe Bay develop-

ments.

Alaska was thus enjoying a steady upward pace of growth at the

end of the 1960's, based on increasing values of natural resources

production, with oil and gas taking the lead. But the stage was

re-get for a major leap with the Prudhoe Bay discovery, and the

question for the 1970's and beyond became one of whether the state

is capable of managing and accommodating the massive surge in wealth

and growth that petroleum development is now bringing to Alaska.

The surge began with the discovery of oil at Prudhoe Bay in
1968. This was followed in quick succession by the state's $900

million sale of Prudhoe Bay oil leases, passage of the Alaska Native

Claims Settlement Act by Congress, the start of construction of the
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48 billion trans-Alaska oil pipeline, planning far a Prudhoe Bay
gasline, and the federal government's announcement of an accelerated
0CS oil and gas leasing program weighted heavily toward Alaska off-
shore regions. Thus, the Prudhoe Bay discovery was but the first

of a current series of massive developments now changing the face

of Alaska.

Pressures for development of Aléska's oil and gas resources
multiplied rapidly after the Prudhoe Bay discovery, due largely to
the settlement act and the national and world-wide energy crisis.
The settlement act awarded over 40 million acres of land and $1
billion to Alaska's Native Eskimos, Indiars, and Aleuts in compen-
sation for their aboriginal claims to most of the land‘éf Alaska.
Organized into profit-making corporations under the Act, Native
leaders now have obligations and strong incentives to develop the
resources on their lands, and to enter into other forms of profit-
making enterprise. Further, the settlement act removed one major
legal block to construction of the pipeline from Prudhoe Bay and
made it possible for the state to resume efforts to select its own

103 million acre entitlement under the Statehood Act.

Thus, in addition to compenéating Alaska Natives for their
aboriginal claims, the settlement act triggered a massive real-
location of land in Alaska. Native village and regional corpor-
ations would select over 40 million acres, the state would pro;
ceed to select its 103 million acres, and the federal government

would designate up to 80 million acres of public domain as additional




national parks, wildlife refuges, forests, and wild and scenic
river areas. And all of these land designations and selections
would be scattered and interspersed throughout most of the state
rather than falling into neat blocks. This land transac{ion in
itself would have been a maior event and force of change in Alaska

even if no oil had been discovered.

Then came the energy crisis--the sudden increase in oil prices
and the withholding of oil exports by the Arab nations and other
members of the Organization of Petroleum Exporting Countries.
Since the United States was heavily dependent on these exports,
these events led to a series of emergency measures by the federal
government having even greater significance for Alaska. The most
important is the accelerated Outer Continental Shelf (0CS) oil and
gas leasing program. Nine of the twenty-four lease sales under
the program have been scheduled for Alaska offshore areas within
a three-year period. Further, exploration was renewed in U. S.
Naval Petroleum Reserve No. 4 (now National Petroleum Reserve,
Alaska) west of Prudhoe Bay on the North Slope, an area that may
itself contain as much oil or more than Prudhoe Bay's 10 billion

barrels.

Also about this time, Congress passed the trans-Alaska Pipeline
Authorization Act and related legislation that removed the second
major legal block to pipeline construction. Permits were soon

granted and construction of the trans-Alaska o0il pipeline began in




the spring of 1974.

Finally, the federal Bureau of Land Management in the same
year undertook a "primary corridor system" study in Alaska as a
basis for the reservation of easements across public and prospective
Native lands, with particular emphasis on transport needs for "high
value energy resources" development. The trans-Alaska oil pipe-
line and the prospective gas pipeline from Prudhoe Bay may thus be
only the first of a series of pipeline utility and related "corridors"

that would criss-cross the state.

Thus, by early 1974, interests in Alaska petroleum resources

and prospects for large-scale development had multiplied. Now, it

was not only the state and major oil companies looking at the North
Slope. It was also the federal government looking to the development
of both onshore and offshore oil lands as a means of increasing do-
mestic energy supplies and reducing dependence on imports. Aud it
was the Native regional corporations making plans to develop the
commercial values of lands, including oil and gas resources, granted
them by the settlement act. Meanwhile, trans-Alaska pipeline con-

struction was bringing boom conditions to Alaska.

Petroleum development, like the larger growth cycle it has set
in motion, is also self-reinforcing. Prudhoe Bay and the pipeline
have "opened up" the North Slope, the adjacent seas, and lands alongz
the pipeline corridor to new federal, state, and Native corporation

leasing and exploration activity. NPR-Alaska activities are similarly




likely to encourage further developments on northwestern and
western Alaska lands and seas, since it is generally easier and
cheaper to extend development from existing areas, and to share or
expand transportation facilities than to open new and isolated aveas.
And the geologically promising oil lands of Alaska are widespread,.

In the future, this "opening up" of Alaska lands may also help make
possible large-scale development of other mineral resources such as

coal, copper, tin, lead, and other commodities that are now unec-

onomic to develop.

For fiscal reasons, Alaska's state government has added its
own push to the growth momentum. The state operating and capital
budgets expanded rapidly after the $900 million sale of Prudhoe
Bay leases in 1969. The budget doubled a year later and then kept
climbing, requiring the state to draw on the "investment" fund es-

| tablished with the Prudhoe Bay money.

I Soon after the state received the $900 million, the decision
was made to start spending part of it to expand and improve public
services and facilities. It was anticipated at this early stage
that the trans-Alaska oil pipeline would be completed by 1973, and

{ that state oil royalties and severance taxes would fairly quickly

restore the initial drawdowns from the fund. Thus, the fiscal 1971

General Fund budget of $321 million (not including federal and

other restricted and special purpose funds) was double the previous

year's budget of $162 million. The next biggest overall increase,




a 26 percent rise, occurred in the fiscal 1975 General Fund budget,
due mainly to pipeline construction impacts. As a result of these
successive increases, the fiscal 1976 General Fund budget was over

three times larger than the pre-lease sale budget of fiscal 1970.

In general, increases wer¢ made across the board in state pro-
grams, with the largest and most expensive programs--in education,
health aﬁd social services, public works, highways, and debt service--
accounting for the laréest dollar increases. However, since ex-
penditures in all other program areas were also substantially in-

creased, these "big programs" did not increase their proportions

of the total General Fund budget over the 1970-1976 period. (See

Table 3.)

These General Fund program increases account for the largest
share of the drawdowns from the original $900 million, as well as
from the estimated $330 million in capital gains and interest gen-
erated by major investments of the lease sale money. Smaller amounts
were put into various state loan and mortgage programs (under $100
million for housing, veterans, small business, municipal, and similar
loans) and invested in the stock market (about $18 million) in which

losses of about $7 million were incurred.

While the fund was emptying and higher plateaus of state ex-
penditures were being created, delays occurred in pipeline construc-
tion and there were no new oil revenues to replenish the fund. The

result was that a "fiscal gap" was opened for the two-year period




before Prudhoe Bay oil and revenues from it would begin to flow
in late 1977. In response, state officials had to examine ad-
ditional sources of income, including a tax on oil reserves and

the leasing of additional areas for oil exploration. The situation

now appears to be in hand, given the reserves tax and general in-

crease in tax revenues generated by the growth accompanying the
pipeline boom. But the strains are still there, and the schedule
for completing the pipeline is still uncertain and critical to the

state's short-term fiscal health.

Even if state officials had been more determined to make the
$900 million last a while longer, pressures for ever-increasing
expenditures could not have been easily resisted. Prudhoe Bay
developments, the settlement act, trans-Alaska pipeline construction,
and the national energy crisis set off boom conditions in Alaska--
rapid increases in economic activity and employment opportunities,
the prospect of higher incomes, expansion of trade and service
enterprises, and, drawn by the new jobs and income oprortunities,
heavy migration into Alaska. As a result, "impact'" conditions had
to be met and demands on public services and facilities grew, while
the costs of government and everything else in the over-heated
economy continued upward. And all of this was on top of a long
contained backlog of public facility and service needs in the new

and still underdeveloped state.

Thus, dating roughly from the winter of 1973-1974 when pipe~

line construction agtivities began in force, and as a result of




all the conditions outlined above, Alaska's growth took off in a
new surge. And the end is not yet in sight. Looking again at the
indicators used to summarize 1960's growth in Alaska, bringing <iem

up to 1975, and projecting them out to 1990, we see the following:

A total population of 384,400 in 1975, an increase
of 27 percent over 1970, almost doubling to over

700,000 by 1990.

Total civilian employment of 164,500 in 1875, an in-

crease of 57 percent over 1970, doubling to almost

330,000 by 1990.

A Gross State Product of $1.8 billion in 1975; a
relatively small increase over 1970, more than trip-

ling to $5.7 billion by 1990.

State oil and gas revenues of $62 million in 1975,
again a relatively small increase over 1970, sky-
rocketing to $2.3 billion by 1990--an amount approach-

ing forty times the total oil and gas revenues in 1975!

And total state revenues of $506 million in 1975, al-
most double those of 1970, increasing by another ten

times to $4.8 billion by 1990! (See Table 4.)

The fast growth in population and employment between 1970 and

1975 can be attributed almost fully to pipeline construction and
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anticipation of it, with a large part of this growth occurring in

1974 and 1975. Since Prudhoe Bay o0il will not begin to flow until
1977 or after, and other growth-inducing developments are expected

in the future, the other indicators (gross product and state revenues)
that are largely dependent on such events do not show their greatest

growth until later.®

Emerging Policy Issues

It should by now be clear that the central issue for public
policy making in Alaska is not whether the state should grow or
should remain as it is. Alaska is already growing rapidly and it
L is inevitable that it will continue to grow in the future. Even

if nothing else happened, events already underway -- most importantly
! the developments at Prudhoe Bay with all their consequences -- are
sufficient to guarantee a high rate of growth for at lease the next
ten to twenty years. The crucial policy issue facing Alaskans today
i is: to what extent and how should Alaska's growth be moderated and

directed to serve social objectives and the broad public interest.

%A word of explanation about the statistics presented above:

: The numbers for 1970 and 1975 are, of course, reasonably firm ones.
| The projections to 1980, 1985, and 1990 can only be characterized
as good guesses. They are based not only on what is now in sight
(e.g., Prudhoe Bay oil and new state revenues from it) but also on
assumptions about additional developments (e.g., federal O0CS leasing)
and key factors (e.g., the future price of oil). There will always
be room for argument and disagreement about such projections. Some
may ccome out with lower figures and others with higher ones. The
. above projections are considered to be within the range of likely
events and arc based on generally conservative assumptions.

R e ———— . ——




While growth is inevitable, its rate, level, and quality are
not. The effects of growth on individuals, families, and communities,
on the countryside and on fish and wildlife habitats and resources,
are not foreordained. Growth can be a blessing or a curse, or it
can be some varying mixture of both. And whether we see it and ex~-~
perience it as good, bad, or indifferent depends on what we want in
1ife for ourselves and for our children, on what we give priority
to, and on what we value. In 6ther words, choosing the kind of
future we want to see is possible -- recognizing that there are
some basic "inevitabilities" and “realities" -- and the act of

choosing is above all a value judgement.

This means that there are few:'"right" or "wrong" answers.

Rather, there are better or worse choices we can make, with "better"

or "worse" being dependent on what it is we value or want. The

notions of rcight or wrong, or correct or incorrect, come in mainly
after we have decided where it is we want to go. It is then that
we try to select the "right" or "most effective" means that will

get us there.

For example, if you place high value on the personal relation-
ships and experiences of small community life, you will not move
to downtown Anchorage, and you probably will not favor locating
a major industrial complex in or near your town or village. bn

the other hand, if you place high value on having a wide choice

of goods and services and of different job opportunities, and you

like the faster pace of urban life, you will not move to a small
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rural community and you may favor an expansion of the industrial

and commercial base of your city and growth in its population.

In reality, we often want contradictory or inconsistent things--
for example, both urban economic opportunities and rural wilderness
and recreational experiences. In such cases, "trade-offs" often
have to be made: you would give up just as much of one -- and no
mopre -- to get a certain amount of the other. For example, from
your small town or village you might move temporarily to the city

to make more money and to enjoy the city's entertainments, but

you would stay only part of the year and return home to live the

rest of the year. Or, you might live permanently in the city and

put up with driving ten miles in moderate traffic to reach a favorite
rural recreational spot. But if you had to drive fifty miles in
heavy traffic on weekends to compete for a spot on a stream bank,

you might reconsider whether the benefits of urban life and the

growth of the city were compensating adequately for the "hads."

These examples also point to decisions that can be made by
government that may be supportive or not of our personal prefer-
ances and choices. Government can influence the rate, directions,
and types of community growth and the availability and quality of
rural recreational experiences through planning and zoning and other
1and use controls. It can promote new industrial and commercial
development and jobs through tax breaks and loans and through ex-

penditures on basic facilities such as ports, roads, and utilities.




I+ can moderate or discourage such developments by using the same

means in lesser or opposite .ways. It can increase the amount and

improve the quality of education, health care, and recreational
opportunities through expenditures on those programs and through

reforms in how they are administered. And much more.

It is as often the case with government as with individuals
that trade-offs will need to be made between competing "goods"
as well as between "goods" and "bads." Further, for government
it gets more complicated because it just not only try to accomo-
date the sometimes conflicting wants of individuals, but &lso to
meet and reconcile the competing values of different population
groups. And it must try to accomplish this in the context of forces,
some of them national and international in scope, that it may have

little or no control over.

We have already seen some of the changes and the prospucts
for growth that the national energy crisis and the discovery at
Prudhoe Bay have brought to Alaska. But the basic point remains
that Alaskans generally are still in a position to make some very
important choices about what they want and what the future will
bring. And state government, with the resources it controls and
the wealth it will have, can be a powerful tool that Alaskans can

use to shape the future they want.

Alaska is undoubtedly going to be called upon to contribute

a large share of the energy resources required to meet national
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. spolicy goals. But Alaskans (as well as other U. S. citizens) also
place high values on outdoor recreation, wilderness, subsistence
life-styles, and protection of wildlife. Programs of land use
planning and management, resource conservation, and environmental
protection will be required in the face of pressures for a rapid
rate of resource extraction and increasing demands on air, water,
and land resources. The need for adequate fish and wildlife and
other environmental protection is particularly critical because
of the limited biological carrying capacity of Alaska's arctic and

sub-arctic clines,

Exhaustion of the state's petroleum resources and wealth is

possible within the period of one or two generations. To what extent

can or should state policy makers attempt to slow the rate of oil
and gas extraction? How much of the public revenue generated by
that extraction should be invested in renewable resource industries,
such as fisheries, forestry, and agriculture? in small business?

in industrial development? How much revenue should be saved and
invested for use by future generations? How much should be expended
on education, health, housing, transportation and other community

facilities and services?

The needs and interests of both current and the growing number
of new inhabitants of Alaska have to be accommodated. As employment
opportunities and incomes increase, larger numbers of migrants are

attracted to the state. The result is that the jobs and economic




benefits are spread thinner, unemployment persists, and the average
individual realizes a smaller gain. Some people experience many

of the costs of growth and few of the benefits. They may directly
experience the congestion and crowding, the higher prices, the
increased crime, the fanmily crises and breakdowns, and other prob-
lems that typically accompany economic booms. :Others may find
themselves in' a position to take direct advantage of boom and growth
conditions by increasing their incomes, avoiding many of the social
costs, and enjoying a wider range of choice in commercial goods,

services, and recreation.

Demands for public goods and services also grow with the popu-

lation that is attracted by the economic opportunities based on

resource development. At the same time, and often with a-lag as

has occurred in Alaska (the "fiscal gap" problem), the resource
development generates the public revenues necessary to meet the
expanded demand. Expenditure of these revenues then not only in-
creases the level of services but also yields increases in economic
activity (through creation of new jobs and incomes), which attracts
additional population and, hence, stimulates additional public ex-
penditures. With resource development generating both the growth
and the revenues necessary to meet the new nceds and demands ac~
company that growth, government size, complexity, and expenditures

also increase.




The questions arise: How much is enough? Can or should the

' process be slowed? Can or should government itself be limited

while the basic source of its expansion -- resource development --
continues at a rapid rate? Regardless of what might be done about
the size of government bureaucracies and budgets, are there ways

of restructing state and local governments, defining their roles,
and allocating their responsibilitiec so as to make them more ef-
fective and more responsive to the people? Perhaps the most basic
question about government is: How much responsibility do the people
of Alaska want their state government to take in meeting the social
and economic problems of growth, in promoting or discouraging develop-
ments in tle private sector, in protecting valued lifestyles, and

in achieving some balance of environmental protection and resource
development? In short, what do Alaskans want their state government
to do, or to avoid doing, in making Alaska the kind of place they

hope it will be?

In summary: Decisions must be made over thu next few years
that will affect the rate and quality of growth of communities and
regions, the quality of the natural environment, and the well-being
of all Alaskans. Many of the forces of growth in Alaska today are
not under the control of state government. But the state does have
means of influencing 1) the rate of growth through its own resource
development and fiscal decisions, 2) the kinds and lncations of
growth through its regulatory, taxation, and expenditure powers,

3) the social and economic opportunities and well-being of Alaskans
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througl the ways in which oil revenues are saved, invested, and
spent in the years. ahead, -and 4) the effectiveness and account-
ability of government structures and programs through structural

and administrative reforms.




Future Choices

If the basic issues before Alaskans are:

° What kind of future Alaska do we want? and

® What role should state government play in getting

us there?
then, how best can the people's values and preferences be determined

and communicated to state and other policy makers?

It would be difficult to give direct answers to these two

general questions about a preferred future and the state's role.

This is because they are very broad questions and they are subject

to a whole variety of meanings and interpretations. We need to

know more specifically what it is about the future and the state

role that most concerns people, that is possible to achieve given

the tools the state has available and the general growth path Alaska
is already on, and that can give clear guidance to state policy
makers during the next few years when so many more specific decisions

must be made.

Yet, it would be a mistake to ignore those general questions,
because people's general ideas about them reflect the fundamental
goals and values that give real meaning to the more specific choices
that will be made. How can we decide, for example, whether the
state government should take certain actions to increase private
sector jobs unless we first know whether 1) the kind of industrial

development required to create the jobs is consistent with the kind
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of Alaska we want to see, 2) job-creation is something we want
state government to take responsibility for, and 3) expansion of

employment is really at or near the top of our list of priorities?

A solution to this problem of how to get clear guidance from
the people on specific policy questions without losing sight of the
underlying issues of citizens' goals and values is to approach these
latter issues indirectly: to formulate more specific policy questions
that have clear implications for Alaska's growth and quality of life
in the future. Peoble have to know that if state government does
or does not do "x", then the kind of growth they may experience
and their preferences and satisfactions may.be affected for gocd

or ill, or not at all.

The following sections of this paper have been prepared with

that purpose in mind.

© First, four basic "issue areas'" have tentatively
been selected for attention--the development and
uses of Alaska's oil wealth, human resources
development, land use planning and management,

and government and the people;

° Second, each of these issue areas is introduced
with some general comments on how it ties into
the broader matters of state growth and quality

of life discussed earlier in this paper;

——




Third, within each issue area specific problems
are identified that state government must deal

with in the next few years; and

Fourth, specific choices that can be made to deal
with these problems are presented, and background
information needed to understand the choices and

their implications is provided.

The general plan of this presentation, then, is to move in
logical steps from the broad and general to the specific and con-
crete, making it as clear &s possible at each stage how one level
relates to the next. We have already discussed the broad back-
ground and present context of growth in Alaska, and looked at some
projections of future growth. Ve have also considered how people's
basic values and goals may determine both their more specific choices
and their feelings about whether growth and change, and the public

decisions that might be made, are "good" or '"bad" for them. Now

is the point where we look at some of those possible state govern-

ment decisions that can shape Alaska's future.

0il Wealth
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\/ How Alaska uses its oil wealth -- both the resources them-
selves and the money the state will get from them -- will probably
have the profoundest effects on A'aska's future growth and quality

of 1ife. Both the rate at which the state leases its oil and pgas




resources and the ways it uses the revenues from oil and gas develop-
ment can powerfully influence: 1) the general rate of state popu-

lation and economic growth, 2) the kinds of economic development

that occur, and 3) the social and economic well-being of individual

Alaskans.

The greatest long-term effects will come through the uses of
petroleum revenues. Leasing decisions in the shorter-run bring
temporary boom conditions to individual communities directly af-
fected by petroleum exploration and development activities such
as at Prudhoe Bay and related pipeline construction. But the state's
accumulation and uses of large-scale revenues over a longer period
of time can either fuel and accelerate growth, or, through with-
holding them from the economy, slow or moderate the growth that
would otherwise occur. Of course, the rate of leasing by the state
will also determine the rate at which new revenues will become

available for expenditures or savings.

The people of Alaska are the owners of the oil and gas and,
through their state government, they authorize private indus-
try -- through the selling of leases, for which the state receives
"bonuses" -- to locate it. The industry's reward for finding the
0il and gas is their opportunity to produce, transport, process,
and sell the oil and gas for profit. Once oil and gas is found
and produced, the industry pays severance, property, and income

taxes, and makes royalty payments for that portion of the oil and




éas to which the state retains ownership rights. The state also

has the option of taking the royalty 0il and gas "in kind" and
making it available for use within the state or selling it for

export.

The federal government and Native corporations also likely
own oil and gas resources in Alaska, and the federal government is
already committed to a rapid rate of leasing on the Outer Contin-
ental Shelf. Leasing in the National Petroleum Reserve may follow.
Federal and Native leasing will also have both short-term and long-

term growth impacts in Alaska.

The state thus controls a large amount of 0il and gas and will
control large sums of petroleum revenues. The rate at which it
leases new and yet undiscovered fields, the rate at which it saves
and spends the revenues, and the specific ways it chooses to spend,

are the most important overall growth management tools it possesses.

Petroleum Leasing--It is not known how much additional oil and

gas remains to be discovered and produced on state lands. The best
estimates now available suggest that the state probably does not own
the equivalent of another Prudhoe Bay, a "super giant" field of 10
billion barrels of oil. However, we have secen that Prudhoe Bay alone
will produce enormous Sums of money for the state, and ensure a high
rate of growth. It will do this for probably the next twenty years.
If additional fields are found, which is likely, Alaska may be able

to count on a flow of petroleum revenues and continued petroleum-hased

growth for thirty years, but probably not much longer. '




The staté can slow the rate of growth to some extent by re-
stricting the sale or leasing of oil and gas on state lands. Or,
it can speed the rate of growth by a rapid rate of leasing. This
would be on top of the g?owth already generated by the leasing it
has already done, and on top of the growth that will be stimulated
by leaéing likely to be done by the federal government and Native

corporations.

Another thing that the state might do is take some amount of
royalty oil "in kind" and make it available within the state for
industrial development, such as petrochemicals, refining, power

generation, etc. This, of course, would support a certain kind
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of growth, and it wou&ﬁlgpob&b%y require that the state sell the
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0il and gas at less than its market value in order to promete such

industrial development.

CHOICE ONE: Should the state attempt to slow the rate of growth
by restricting the sale or leasing of its own oil and gas resources,
keeping them in the ground for future use?

FAVOR OPPOSE NO OPINION

CHOICE TWO: Should the state attempt to make its "in kind" royalty
oil and gas available to private industry, at below market value if

necessary, for development of petrochemical plants, refineries, power

plants, etc. in Alaska?

FAVOR OPPOSE NO OPINION




Eg;ggigqg_Rggqﬂgeg-—Expenditure of petroleum revenues by the
state has the greatest long-term growth effects because the money
enters Alaska's economy and generates additional jobs, income, and
hence, migration from outside. On the other hand, the state can slow
the rate of growth by saving large amounts of petroieum révenues in-
stead of spending them or otherwise letting them enter directly into

Alaska's economy.

The proposed Permanent Fund could be used as such a method of
saving. If it is to be used in this way, the petroleum revenues
saved would be invested largely outside the state in such things as
U. S. government securities, earning perhaps eight to ten percent
or more a year in interest. (See Table 5 for some estimates of
Permanent Fund principal and earnings, based only on Cook Inlet
and Prudhoe Bay oil production, at a twenty-five percent savings

rate for certain petroleum revenues.)

These Fund "earnings," in turn, could also be used for different
purposes: They could be put back in the Fund and used to build up
further earnings. They could be distributed directly as cash pay-
ments or "Permanent Fund dividends" to all Alaskans. They could be
transferred to the General Fund and used to support state on-going
programs, or simply to increase the amount available in the General
Fund to spend or hold. And to the extent that any of these ways of
using petroleum revenues --either directly or as earnings --lessens

the need for tax revenues, the state could cut income taxes.
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Instead of using the Permanent Fund as a "savings account" with
earnings, the state could use it as a "loan fund." In this version

of the fund, the money would be invested in Alaska for several pur-

poses. These could include "infrastructure" development (ports,

power plants, other utilities) the costs of which would be paid back

by the users, like paying back a loan over time. Or loans could be

made directly to attract or support such industries. The industries [

assisted in these ways could include any type that Alaskans want --

either renewable (fisheries, timber, agriculture) or non-renewable
(mining, various kinds of manufacturing, etc.), small business or

big, housing and construction, or others.

If the Fund is used as a "loan fund" in these and similar ways,

it will probably make lower earnings, and it will clearly promote
faster grcwth, than if it is used as a "savings account." This is
bacause the money, as loans, would be used directly in Alaska, and
would help support developments that could not otherwise afford
the higher interest rates that would be required by private banks,
for example. Or the assisted businesses, industries, etc., may
not even be able to qualify for such private loans because of high
risk or simply because the funds are not available for the types
of activities that the Fund might assist. Thus, the loans in this
sense would have to involve subsidies (e.g., below market interest

rates, state guarantees, etc.) to those assisted by them.

et e c—




Whether the Permanent Fund is used as a savings account or a
loan fund or both, it will of course take money that would other-
wise be available to support on-going education, health and social
services, highways, public safety, muni:ipal revenue sharing, and
all other programs of state government. And the larger the amount
saved or loaned, the less would be available for such other on-going
state programs. While money spent through such programs in Alaska
serves public purposes determined by the State Legislature and
Executive in each year's General Fund budget, it also adds its own

push to the state's rate of growth, as we have already seen.

Instead of putting large amounts of petroleum revenues into
the Permanent Fund, they could be allowed to build up in the regular
General Fund. In this way, the State Legislature and Executive
could decide, with a much larger amount of money available, how much

should be used for on-going state programs, for capital expenditures,

etc., just as they do at present. They could also decide how much

to leave in the General Fund to grow and carry over from year-to-
year. These General Fund "balances" make earnings, too, through
sgort—term investments and by drawing interest in commercial bank
accounts. And the earnings here, too, could be used for purposes

similar to earnings under the "savings account” and "loan fund"

versions of the P¢rmanent Fund discussed above.

The above lecads to petroleum revenue questions dealing with
Permanent Fund size, use of the Fund as a savings account or as a

loan fund, and use of Fund earnings.
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CHOICE THREE: What should b2 done with the estimated $1 to $2
billion and more per year that the state.will get from Prudhoe Bay
and other oil production?

A. Put all of the state's petroleum revenues into the Permanent
Fund and permit only the earnings to be transferred to the
General Fund.

B. Put half the petroleum revenues into the Permanent Fund and
half into the General Fund.

C. Put one-quarter or less of total petroleum revenués into the

Yermanent Fund and put all of the rest into the General Fund.

D. I don't favor the Permanent Fund at any level.

CHOICE FOUR: Which concept of the Permanent Fund would you favor
most or give priority to?

A. Permanent Fund as "savings account."

B. Permanent Fund as "loan fund."

. Neither




CHOICE FIVE: To the extent that the Permanent Fund is used as a

loan fund in Alaska, how would you like to see the money used?

A. To build power plants, ports, utilities, and other infra-

structure that will help support industrial development.
To support development of renewable resource and related
industries (fisheries, forestry, agriculture, tourism).

To support development of other businesses and industry in
Alaska:

1. small business, housing construction

2. mining

3. manufacturing

No opinion.

CHOICE SIX: What should be done with Permanent Fund earnings?
Put back into Permanent Fund.
Transfer to General Fund.
Distribute as cash payments or dividends to Alaskans.
Cut personal income taxes.

No opinion.

Use Planning and Management

Petroleum development and revenue policies will affect both
the rate and the quality of growth in Alaska. State land policies
on the other hand, while having little direct affect on the rate

of growth, can have an important affect on quality -- on where,
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when, and what type of development occurs. And like petroleum pol-
icies, state land policies are strongly affected by what the federal
government and Native corporations do in their own areas of owner-

ship and jurisdiction.

The Alaska Native Claims Settlement Act granted over 40 million
acres of federal public Jomain to the Native people. It also set
aside another 80 million acres for possible inclusion in national
parks, forests, wildlife refuges, and wild and scenic rivers ("a-2"
national interest withdrawa