


The options
Alaska faces a budget deficit of more than $3.6 billion 
in fiscal year 2016. Most of the oil revenues we 
had been using to pay for state government 
disappeared in the past few years—mostly because 
of low oil prices, but also due to lower production 
and higher production costs and oil-tax credits. 

Alaskans will have to make big changes soon in 
what we spend and how we pay for it. There are 
several options: cutting spending, adding taxes/
revenue, using some Permanent Fund earnings 
(either by cutting what we spend for dividends or 
what we add to the Permanent Fund), or a 
combination of these.

Many Alaskans argue that we need to cut spending 
first. But we won’t be able to balance the budget 
through spending cuts alone: that would require 

cutting two-thirds of the budget. The figure shows 
what we’re spending money for this year. The 
challenge is figuring out what isn’t mandated or 
essential, and then identifying priorities, figuring 
out better ways of delivering services, and finding 
efficiencies. That takes time. 

The right combination
Many Alaskans are realizing that no single change 
will fix the state’s finances in a sustainable way. 
Using some combination of spending cuts, new 
revenue and/or Permanent Fund Earnings is a 
feasible way to eliminate the $3.6 billion deficit.

Finding that combination will require tough decisions; 
there are no easy options. But it’s no longer enough 
to say what options you don’t like. The real question 
is what mix of these options can close the deficit and 
put Alaska’s budget back on track for the future.
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State General Fund Budget, Fiscal Year 2016 (In Millions of Dollars) 

641   Medicaid 530   All other health and social services
1,247    K-12 schools

To fully close the de�cit, we would have to cut spending
 $3.6 billion—that’s more than two-thirds of all spending.


