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PREFACE

COMPASS NORTH:
What next for Alaska?

COMPASS NORTH was started in Alaska's Silver Anniversary
year, its 25th year of Statehood. It was initiated by
Commonwealth North's Board of Directors as a means of
bringing together knowledgeable Alaskans to review the past
and to set a direction for the future.

The starting point, the "Compass", is Alaska's Constitution -
a Constitution designed under the leadership of Commonwealth
North's founding co-chairman, Governor William A. Egan.
Governor Bill didn't live to see the conclusion of COMPASS
NORTH, but he did set the <criteria for selecting
participants: "people who know about Alaska and care about
it".

This describes the 77 Commonwealth North members who
participated in this year-long study: men and women repre-
senting a wide spectrum of constituencies and philosophies,
whose vision, hard work, and risk taking have contributed to
the Alaska of today. They include two of Alaska's
governors; members of the Constitutional Convention; leaders
of the Statehood movement; past and present 1legislators;
activists in the Alaska Native Claims Settlement Act and the
Alaska National Interest Conservation Act; builders of
businesses, civic organizations, hospitals, churches,
schools.

The charge to each of the five Challenge committees was to
strive for consensus on issues of such importance to Alaska
that they will be resolved, by decision or default, within
the next few years - and the resolution will affect the
future direction of the state.

As these Alaskans worked together, a sense of urgency began
to develop, a sense of the enormous opportunities in the
coming years and a sense of the enormous dangers to our
system if wrong decisions are made.

COMPASS NORTH sets out a new direction for the future, a new
way of thinking based on the hope that Alaska will continue
to be a frontier of opportunity for every individual.
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EXECUTIVE SUMMARY

COMPASS NORTH:

Setting a direction for the future

Alaska is "unique" in so many ways that Alaskans take the
word for granted. In this state "unique" 1is a cliche;
unique in size, unique in beauty, unique in resources.

What is only beginning to be understood is that Alaska is
also unique in its economic structure. It 1is this
uniqueness that will decide its future.

Alaska is an "owner state". It owns 28% of its land base,
which includes the largest discovered oil £field in North
America. The revenues from this field give the state

government control over the largest pool of capital in the
economy.

Land and capital are ingredients of ownership. They are the
basis of power. The State of Alaska, as the owner of more
than 100 million acres of land and billions of dollars in
resource wealth, has powver.

In a democratic society, all governments have obligations to
the people. In Alaska the government has an obligation of
ownership that is above and beyond that of a traditional
state government. It has an obligation as an owner to help
sustain the economy -~ to use its land and capital to
preserve and enhance the private enterprise system.

This is a new frontier in public obligation. Never before
has a state government been so wealthy in relation to its
citizens. Never before has a state government controlled so
much of its land and capital assets.

This new frontier means Alaskans must pioneer a new concept
of state government, a government that uses its power in
partnership with the ©private sector to create new
opportunity and new wealth.

Alaska's obligation of ownership is more than an interesting
hypothesis: the state is on a time line. Every available
public and private forecast depicts a rapid decline in
Prudhoe Bay o0il revenues in the 1990's. The state's economy
is almost totally dependent on these revenues.
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If Alaska is not a responsible owner, if the state govern-
ment does not stop dissipating its capital base on current
operations, the result may be similar to that of a failed
company: unemployment, bankruptcy, and social hardship.

There will be many Alaskans who do not believe the state has
any obligations as an owner, They will believe that all
state revenues should be treated alike and "spent" on public
services. They will believe that all state land should be
preserved from further development.

The irony and tragedy for Alaska, should this thinking
prevail, is that without a strong, growing economy, the
government will not be able to provide public services or
protect the environment. The private sector will not be
able to generate Jjobs and income.

What must be done to meet the obligations of ownership?

Alaskans and our leaders must begin to think like owners -
to make our ownership work for us.

Alaskans must begin to think about revenue as owners:

Traditional government leaders ask: How much do we have to
spend?

Leaders of Alaska as an owner state must ask: What is our
income? What are our assets? Can we sustain the current
level of spending into the future? Where should we invest
to get the greatest return on our money?

e THE STATE'S OWNERSHIP REVENUES ARE CAPITAL ASSETS THAT
MUST BE MANAGED TO CREATE NEW WEALTH.

As an owner the state receives revenues that are separate
from taxes. These are royalties, rentals, and bonuses from
the lease and sale of its resources. This capital should be
treated as a powerful renewable resource, a means of
creating new wealth.



But right now only 25% of these ownership revenues must be
invested in the Permanent Fund. The rest are being spent on
the current operation of government. The state must stop
dissipating this capital base.

e ALASKA'S OWNERSHIP REVENUES SHOULD BE DIVIDED EQUALLY
BETWEEN THE PERMANENT FUND AND A NEW CAPITAL INVESTMENT
FUND.

It is likely that the Permanent Fund will be a "safety net",
a means of sustaining government service as Prudhoe Bay
revenues decline. The Capital Investment Fund would be the
means of encouraging new development. It could finance
revenue producing, regionally important projects that add to
the long term economic health of the state.

e THE FUTURE OF THE PERMANENT FUND IS TOO IMPORTANT AN
ASSET TO BE LEFT TO "DECISION BY DEFAULT". THE
LEGISLATURE SHOULD ENACT LEGISLATION WHICH ESTABLISHES
LONG TERM GOALS FOR THE FUND.

e TO ENSURE A "SOFT LANDING" FROM THE DECLINE OF PRUDHOE
BAY REVENUES, CURRENT SPENDING MUST BE REDUCED TO LEVELS
THAT CAN BE SUSTAINED IN THE FUTURE.

e MISUSE OF WEALTH IS A GREAT DANGER IN AN OWNER STATE.
THE STATE GOVERNMENT MUST REFRAIN FROM USING ITS WEALTH
TO USURP LOCAIL DECISIONS OR DISPLACE LOCAL RESPONSI-

BILITY.

The legislature has taken over the role of local government
by direct appropriation and other political distribution
practices that bypass or dictate to local communities.

Revenue sharing must follow the Constitutional mandate of
"maximum local self government".

State revenue sharing should be accomplished through a
single formula based on equitable distribution. Except for
emergencies, no funds should be allocated outside such
formula, The emphasis must be on local decision making
and local responsibility.
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Alaskans must begin to think about land as owners:

Traditional government leaders ask: Are we doing a balanced
job regulating between private land owners?

Leaders of an owner state must ask: What are our resource
assets worth? Is there enough development underway to
maintain our economy and continue growth? Are we helping
the private sector promote responsible development?

® ALASKA'S STATEHOOD LANDS AND RESOURCES SHOULD BE MANAGED
AS CAPITAL ASSETS. PUBLIC POLICY MUST BE REFOCUSED, AS
A MATTER OF HIGHEST PRIORITY, TO REFLECT THE STATE'S
DEPENDENCE ON NATURAL RESQURCE DEVELOPMENT.

Resource development is Alaska's only option for a continued
economic base. :

The plain fact is, if there is no further natural resource
development, the state will be bankrupt.

Public leadership must distinguish between ritualistic
environmentalism and areas of true ecological concern.
After years of government decisions weighted in favor of
"no development" today's 1leadership must redirect public
policy toward action consistent with the mandate of Alaska's
Constitution: "to encourage the settlement of its land and
the development of its resources by making them available
for maximum use consistent with the public interest."

e THE LEGISLATURE, AS CUSTODIAN FOR STATE LANDS, SHOULD
DEVELOP A COMPREHENSIVE POLICY THAT RECOGNIZES THE
STATE'S RELIANCE ON RESOURCE DEVELOPMENT AND DIRECTS
MANAGEMENT OF THESE RESOURCES AS CAPITAL ASSETS.

® THE GOVERNOR SHOULD FORGE THE RESOURCE DEVELOPMENT
STRATEGY NECESSARY TO ENACT LEGISLATIVE POLICY,.

The leadership must work together to meld Alaska's need for
development with concern for the environment by formulating
an overall state resource development strategy. The



