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Senate's call not to raid fund is right

MIKE DOOGAN
COMMENT

The Alaska Senate made the right decision by not voting to use Alaska Permanent Fund earnings to pay for state government. Here's why. 
First, despite what you may have read or heard, the state of Alaska is not in the midst of a fiscal crisis. True, state lawmakers continue to spend more than the state takes in. Naughty, naughty lawmakers. But the Constitutional Budget Reserve contains plenty of money to make up the difference. 

According to the government's latest revenue forecast, the CBR contains slightly more than $2 billion, while the budget gap for the current fiscal year will be only $55 million. Since the CBR is expected to bring in more than $90 million in investment revenue, it will actually grow during the current fiscal year. So much for our fiscal crisis. 

What about the future? Predicting the value of a commodity like oil is difficult and confusing. For instance, the state's latest revenue forecast notes that oil prices have increased dramatically since 1999, and that strong demand is likely to keep prices high over the short term. Then it predicts that the wellhead price of North Slope oil will go down more than $3 a barrel in the next fiscal year. 

Go figure. There's every chance that's a low-ball estimate. And if the value of our oil stays where it is for the next 14 months, the budget gap for the next fiscal year would be less than $20 million. 

Second, it's OK to spend the money in the Constitutional Budget Reserve. That's what it's for. 

(In fact, the law should be changed to make the money easier to spend. As it is currently structured, the CBR gives legislative minorities far more power than they earn at the polls. The constitution should be amended to repeal the CBR and put the money into a budget reserve that can be gotten into in the usual way.) 

Some argue that it is a financial asset and should not be spent, but that simply shows their confusion about what government is and how it should work. 

Government is not a business. It exists to provide goods and services that private business can't or won't provide. (That's why, as we are learning in Iraq, privatization only works for the corporations doing the privatizing. Thank you, Dick Cheney.) 

Unlike a business, government should not retain excess income for long periods. If government takes in more revenue than it expects, it should provide more goods and services and/or reduce its revenue stream. If it takes in less, it should reduce the goods and services it offers and/or increase its revenue. How much of each it does should be dictated by the will of the citizens expressed through their elected representatives. 

As anyone who has been in Alaska for a while can see, state government reacted properly to having more revenue. Lawmakers both spent more money and reduced the state's revenue by, most significantly, repealing the personal income tax. 

But lawmakers have reacted poorly to having less money. There have been no real reductions in spending and no real attempt to restore the income tax. Instead, we've been treated to a lot of the-sky-is-falling rhetoric combined with sporadic attempts to turn the Permanent Fund into the Permanent Government Fund. 

Third, it's true that after the CBR is spent, the state will need more revenue. But that's not going to be tomorrow. When will it happen? Who knows? The latest revenue forecast puts the end of the CBR at sometime between August 2006 and September 2010. And if oil prices stay high or continue to increase, the CBR will still be there even after that. 

So there's no rush. We have plenty of time for lawmakers to examine their options and come up with a revenue plan that does not attempt to balance the state budget mainly on the backs of Alaska's children and the poor. 

That is, economically, morally and politically, the wrong thing to do. Only someone like Frank Murkowski, who, it turns out, is even more out of touch with Alaskans than anyone thought, could propose something like that. It's a good thing the Senate had sense enough to reject it. 

Mike Doogan is an ink-stained wretch. 
