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Economic Summit Remarks:  
 
 
Mark and Mouhcine’s presentations provide context to the discussions of the State of Alaska’s budget 
that have been in the headlines for the past few months. Both of their presentations also highlight the 
need for a long-term, sustainable plan for our state budget. 
  
I appreciate that the Governor has proposed a balanced budget and focused the discussion on the 
importance of spending current revenue on current expenses.  However, I do have a number of 
concerns with the proposals that include the magnitude of the decreases to education, health and 
human services, and transportation, the job losses that are projected to flow from these cuts, the level 
of uncertainty that has been injected into our economy as a result of these proposals, and the out 
migration of working age men and women from Alaska that I believe will only increase with these 
proposals.   
  
Despite the challenges of our current state budget issues, I believe in a brighter future for Alaska.  An 
important part of that future is a long-term sustainable fiscal plan for our state that utilizes our natural 
and financial resources.  
  
As Mark and Mouhcine have indicated, the legislature put in place a key component of that plan last 
year with the passage of SB 26.  As a result, an earnings stream from the Permanent Fund on the order 
of $2.7 to $3 billion is now available to fund government.  The Permanent Fund is now managed like an 
endowment where a set percentage of its principal is paid out each year from its earnings reserves.  In 
the current case, that amount is 5.2 percent of the five-year average balance of the Fund which results 
in that $2.7 to $3 billion amount that is available to fund dividend payments and government services. 
  
As an alternative to the Governor’s proposed budget, I would offer the following solution.  First, a 
smaller Permanent Fund dividend that would allow for more moderate decreases to government 
services. Second, a broad based tax on individual Alaskans and non-residents working in our state in the 
form of an income tax that could provide another consistent, long-term source of funding for 
government. Third, a more meaningful, impactful capital budget that is two to three times the current 
level that addresses systemic deferred maintenance on aging buildings and infrastructure throughout 
our state. Investments in infrastructure and education form the foundation for future economic growth.  
Finally, a spending cap to ensure that we do not absorb our revenue sources with unsustainable 
increases in the cost of government services and capital expenditures.  We must live within our means 
and just as importantly provide a framework that welcomes investment and gives confidence to 
investors that we have the ability and the processes in place to sustain ourselves in the future. 
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If we commit ourselves to these elements of a long-term, sustainable plan, I believe that we have a 
bright future ahead of us. One that is based on investing in our people and our infrastructure and that 
leverages our great natural resources. 
 
Joe Schierhorn 
Chairman, President & CEO  
Northrim Bank 


