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OPEN LETTER TO ALASKA REPUBLICAN LEGISLATORS 
 

I know many of you personally and have been a supporter of some and worked for or with some as 

well in a wide range of areas/issues.  As some of you know I’ve been involved in state political life 

(such that it is) since the early 1970’s.  I wanted to send you this note after weeks of reading what 

seems are endless ‘discussions’ on addressing the state budget gap.  Not just from legislators or 

other politicos but from all levels of social elites, special interests, etc.  What we are experiencing 

has been ‘discussed’ for decades, but only the Constitutional spending cap was approved and again 

reaffirmed a few years later – although its formula is faulty and needs to be corrected.  I know each 

of you have struggled with this ‘budget crisis’ over the past number of sessions, but the people – 

especially us conservatives, are ‘concerned’- very concerned given recent media reports. 
 

Not only do we need a ‘solution’ we need a political strategy that works statewide.  Here are my 

suggestions and comments.  Hope you find them of some value. 
 

Although we have a twice approved constitutional cap on ‘spending’, our total state spend over the 

past decade plus has more than doubled – and yes under two ‘Republican’ governors.  This is also 

very troubling. 
 

Reducing the State ‘Spend’ (all spending – yes, all of it) 
 

According to some media and special interest reports the total state spend is not going down.  Yes, 

you have moved some funds from ‘discretionary’ to ‘designated’ fund groups, but we need to keep 

our eye on the total state spend, not just categories of spending or sources if we are going to claim 

that we have ‘cut state spending’ by some number or percentage.  Credibility here is very important. 
 

Having been a federal, state, borough, and municipal program and agency manager and a consultant 

for a long list of Alaskan politicos, I understand just how politically and structurally hard it is to cut 

specific programs.  Then we get into the debate on the possible economic impact of ‘significant 

state layoffs’ and such.  This just seems to be an effort to scare people into thinking a reduction in 

spending in our state budget is harmful to the general economy.  Yes, it was in the ‘80s when Gov. 

Sheffield made serious cuts, but our economy is not what it was in the ’80s.  It is far more 

diversified and deeper now.  It has also been correctly pointed out to you by competent 

professionals that you can’t compare the ‘cost’ of a public employee with that of a private employee 

or the impact of the loss of one vs the other.  The private employee produces goods and services 

that result in, I know that nasty word, profit.  The public employee may provide services, but at a 

greater cost to the economy then is the cost of the private employee, where profit covers cost and 

more.  There is NO PROFIT in the public sector only consumption of our private incomes.  But, so 

much for economic philosophy. 
 

I have tried to get some of you to consider a less politically dramatic choice in spending reduction 

that does not lay off large numbers of state employees yet still reduces spending by a significant 

amount – now and in the next few fiscal years.  I’ve suggested to many of you that with a 
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‘temporary’ 32-hour/4-day work week you won’t actually lose many jobs (only those state 

employees who chose to leave) and you can continue to provide services.  Many state labor 

agreements allow a 4-day work week, we just need to trim a few hours within that 37.5-hour 

construct.  This across-government cost reduction can survive ‘public’ review as it does not cut any 

program per se, but allows managers to refocus their staff to meet needs with fewer hours rather 

than fewer employees.    

 

How does the legislature do this?  First off this is an action that should/could have been taken by the 

Administration via renegotiation of the labor agreements, but that is not going to happen.  So, the 

legislature needs to first budget/authorize only the funds necessary for a 4-day work and then 

specifically ‘note’ in the bill that this budget only provides for a 4-day or 32 hour work week.  This 

action, according to Legislative Finance, results in a $500,000,000 reduction a year until revenues 

allow them to go back up and this increase can adjust to income gradually until reaching the current 

37.5-hour week.  Again, this is an example of a broad-based spending reduction rather than 

‘cutting’ a program per se.  But some of you have come back to me and said, almost in unison, “But 

the unions won’t agree?” 
 

Now you have put the question on the table.  Are we a government of, by and for the people?  Or 

are we a government of, by and for the public-sector unions?  Yes, we know many of you have 

taken campaign contributions from unions and are a little squeamish about how they will feel if you 

reduce their hours to 32 per week.  Yes, we understand the unions would rather leverage a threat of 

massive layoffs that at best trigger negotiated structured reductions that are rarely successful.  And 

yes, depending on their depth these could harm the economy if done in a single action.  That is why 

I support the hourly reduction rather than a massive layoff. 
 

New Income 
 

If any broad-based income or sales tax is approved by the legislature, it should not become law 

without a vote of the people.  This is not only necessary for political purposes but also honestly 

respects the notion that we are a government by, for, and of the people.  To do otherwise is to very 

likely invite a strong and competent financed Republican conservative opponent into your next 

primary election.  This effort is already underway in some districts based on statements by specific 

legislators on new income vs spending reductions. 
 

Although I do not support any new taxes absent serious ($300M a year minimum) reductions in 

state spending, which we have not yet seen (we know how you have moved the numbers around to 

appear as if) If either an income tax or sales tax are approved they must be flat and without 

exemptions. 
 

A flat income tax for all workers in Alaska cannot be connected to federal income taxes.  This is 

essential since just short of half of Alaskans do not pay any federal income taxes.  A flat tax is 

the only ‘fair’ tax in that it requires all Alaskans to put some ‘skin in the game’ not just the few.  All 

Alaskans benefit from our state services in some way, and as citizens of this state we all should be a 

part of this.  But again, I don’t think this tax is necessary at this time – absent serious state spending 

reductions, and I’ve given you a specific $500,000,000 first year reduction. 
 

A flat sales tax for all person who spend money in Alaska with no exemptions but a ‘first $1,000’ 

cap per purchased item.  This helps reduce the impact on things like cars, major appliances, and 

homes.  But no exemptions for food, medicine, child care, etc.  Our experience in Wasilla was that 

the grocery stores were the main and most consistent driver on sales tax income and at 2% and the 

$1,000 cap, we really didn’t hear any opposition.  In fact the sales tax income was so high we 
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essentially stopped all property taxes.  Again, a flat sales tax with a per purchase cap is a ‘fair’ tax 

and engages anyone who ‘chooses’ to spend their money in Alaska – yes that includes our visitors. 
 

I do not support any change in the PFD at this time.  All reports clearly illustrate that taking money 

out of the private economy, especially for those on the lower end of annual incomes, harms not only 

our economy but tens of thousands of Alaskan families pushing them into public assistance 

programs which are not even close to being as efficient as private spending.  I do support the 50/50 

plan as originally conceived by Governor Hammond.  Fifty percent of income goes to the PFD and 

the other half is available for state spending.  I sat with Gov Hammond back then and listened to 

him explain the ‘fairness’ of this idea.  Yes, I was a student at the UofA then and later appointed by 

Hammond to the UofA Board of Regents. 
 

One of the biggest concerns I have, as I laid out in my new book, ‘The Second American 

Revolution – first 100 days’ is the absolute lack of concern by most of you with ‘investment results’ 

or ‘return on any public investment’.  This is why we keep ‘investing’ in solving problems, but they 

just never seem to get solved in the public sector.  The first question by any House/Senate finance 

committee chair/member to a state manager who comes before them for more money should be, 

“What were the results or what was the return on our investment last year?”   Why this 

doesn’t happen as a matter of understood budget protocol is still a mystery to me.  We really need to 

get this done.  Yes, I know there have been some marginal efforts in some programs, but this must 

become a standard practice in government and not just in private companies – but in all public 

spending.  Why not?  CWN has outlined this problem very well in their 2015 and updated state 

budget reviews.  This is a management and governance responsibility in both the legislature and the 

administration.  The failure to honestly and objectively report ‘results’ will be an issue in the next 

election. 
 

The continued refusal by the legislature to carefully review and approve or not, any of the thirteen 

union/bargaining agreements is another serious concern.  I have read all 13 of these state 

agreements and see enormous opportunities for cost reductions and program efficiencies.  This 

area of governance is one of our weakest at both the legislative and administrative levels.  As I say 

in my book, it’s not the ‘fault’ of public unions, it’s the ‘fault’ of incompetent public managers.  

The union’s managers are doing their job very well.  It’s our legislators and program managers who 

are not.  Why not?  
 

BTW, (cost reduction suggestion) I would love to know what it costs – collectively - the State of 

Alaska, all or our municipal governments, and school districts to provide ‘free’ accounting and dues 

collection and distribution services to public sector unions – which are in fact private 

organizations?  One of the negotiated items in each bargaining agreement is payroll withholding of 

dues.  This is not a public-sector responsibility, it is the private entities responsibility.  We should 

not agree to any payroll withholdings in any public bargaining agreement.  Union members should 

pay their dues themselves.  The people of Alaska have no inherent responsibility to ensure a union 

member pays their dues.  This single action would be transformative to Alaska’s governance.  Other 

states have done this, why not Alaska? 
 

 

 

 

 

The Strategy 
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As I’ve pointed out, if the legislature approves either/or both a state income tax or sales tax, the 

people of Alaska have an absolute right to expect the opportunity to vote to approve or reject such a 

‘personal’ change in our state.  I suggest the following: 
 

 Do you approve a state income tax of X% of your income? 
 

 Do you approve a state sales tax of X% of your spending? 

o Not to exceed the first $1,000 of each transaction 
 

 Do you approve of the restructuring of the Permanent Fund Earning Account so that half of 

the Funds annual income is used for PFD and the other half is used for state services? 
 

 Do you approve of a cap on your PFD at $1,000 per year regardless of the earning of the 

Fund? 
 

 Do you approve of the state going to a four-day work week, keeping all state services open 

at least five days a week, but reducing state spending by $500,000,000 year until income 

allows those hours to be increased? 
 

To impose new taxes without a vote by the people (and I think turn out would be great) will cause 

serious harm to this party and is already causing dramatic undercurrents by conservatives as we 

‘watch’ Juneau.  We must have the opportunity to vote on these new taxes. 

 

It is an honor, 

 

 

 

 

Ric Davidge, MPA 

Chairman, District 20 

Chairman, Platform Committee 

Alaska Republican Party 

 


