




























































































































































































































































































































































































































































































































































































































































































































































































































































































Timber, Lumber, Puilp

Manufacturing for

Expansion to accommodate
annual cut of 960 million to
1.3 billion board feet by 2000

Expansion of existing produc-

960 million
board feet

1% of total

§60 million
board feet

2% of total

Local AK Use tion as well as new manufac- employment employment
turing as a proportion of
total employment
TOURISH Annual growth rate of tourism 2% 49
GOVERNMENT
State Capital Move State capital move to Willow No No

beginning in 1983

Federal Government Increases in civilian employ~-

ment; military remains constant

Growth at histor-
ical rate of 0.5

Same as Low

b

State Government Spending grows with population
i . prices and incomes

Per capita
spending
unchanged

Per capita spending
increases at same
rate as per capita
income

Alzska Economic Projections for Estimating Electricity Requirements for the Railbelt. Scott Goldsmith and

Ed Porter, Institute of Social and Economic Research, October 1981.

SOURCES:
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APPENDIX B
HUD FAIR SHARE ALLOCATION SYSTEM

The Federal Department of Housing and Urban Development distrib-
utes most--80 percent--federal housing assistance funds for newly
subsidized units according to the Fair Share System. Under this
system, funds are allocated by HUD's national office to different
parts of the country according to the amount of housing needed in that

area.

Need is measured by several variables: area population, poverty,
substandard housing, overcrowding, and vacancies. Poverty is defined
as the number of families with incomes below 50 percent of the median
area income. Substandard housing is measured by the number of units
lacking complete plumbing. Overcrowding is defined as the number of
units with more than one person per room. The indicator regarding
vacancies 1is known as the vacancy deficit; it is the number of new
units needed to increase the vacancy rate in the area to 6 percent.
The final variable included is the number of renter households who
(1) spend more than 25 percent of their income on rent and (2) live in

an overcrowded or substandard unit.

Each of these variables is given the same weight, and the amount
of housing need in each area is calculated as a percentage of the
national total housing need. If an area is determined to have 10 per-
cent of the national need, that area is allocated 10 percent of the
pool of housing assistance funds. There are 44 areas to which HUD
Central Office allocates these funds, each having a HUD Area Office.
Alaska is one of these 44 areas. Once the Anchorage HUD Area Office
receives Alaska's allocation, this office allocates that money around

the state.
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The HUD Anchorage office designates allocation areas within the
state. ©FEach metropolitan area, as defined by the Census, is an allo-
cation area; Anchorage is the state's only metropolitan area. The
remainder of Alaska is divided into four allocation areas correspond-
ing to the state's four judicial districts. The HUD area office
determines the housing need in each area on the same basis as
described above, and allocates HUD funds within the state according to

need.

In any single year, however, one allocation area may receive a
larger or smaller amount of assistance than its share. This occurs
because the amount of funds available to Alaska in any one year may be
too small to split up strictly according to need. Over the course of
several years, however, HUD attempts to spend its funds around the
state according to the distribution of need. The actual distribution
of HUD spending also depends on the project applications received by
HUD. If no acceptable applications are made by agencies in an area
over the course of several years, that area will not receive its share

of federal housing subsidies.

Please note that this allocation system applies to funding for
units that are to be subsidized for the first time. Once that unit is
contracted for or built, a continuing stream of federal subsidies is
associated with it. HUD's commitment to continue the subsidies varies
from five-to-forty years, depending on which program is used. The
amount of money allocated to the state each year, then, does not
include these continuing subsidies; it only includes funding for the

first year for new units.

This description of the Fair Share System is by no means complete.

More detailed information is available at HUD offices.
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APPENDIX C
EARLY HOUSING PROGRAMS OF THE ALASKA STATE HOUSING AUTHORITY?!

Early Management

In the early 1940s the Federal Public Housing Administration
constructed, pursuvant to the Lanham Act, a total of 324 family
dwelling units in Anchorage, Fairbanks, and Juneau for the purpose of
housing war workers. Following its creation, the Authority assumed
the management of these units although title remained with the United
States Government. Besides these units, the Authority was contracted
to manage veterans' housing projects by the cities of Anchorage and
Fairbanks. Both the war housing--classified as temporary--and the
veterans' housing projects have since been phased out of the Author-

ity's operations.

Veterans' Housing

In the 1946 Territorial Legislature, a $100,000 revolving fund
was established for use by the Authority in making accommodations
available to veterans of World War I who were enrolled in educational
institutions in Alaska. Acting on this mandate, the Authority under-
took construction of a 50-man dormitory for veterans at the University
of Alaska. Upon completion, the Authority was responsible for its
maintenance, and the University of Alaska for its management. Like
the housing units, this dormitory has been phased out of the Author-

ity's operations.

Alaska Housing Act

The Territorial Legislature directed the Housing Authority to
recommend and seek passage of legislation, both territorial and
federal, which would establish a program to remedy the Alaska housing
shortage. Since the economics of Alaska were different from those of

most states, the Authority examined the problem and in 1947 submitted

lAdapted from the 1972 Annual Report of the Alaska State Housing
Authority and Weicher, Housing Federal Policies and Programs; 1980.
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suggested legislation to the U.S. Congress. With this proposal,
assistance then came from the Housing and Home Finance Agency, the
Department of the Interior, and other federal agencies. These agencies,
with the Alaska Housing Authority, produced a plan which was introduced
in Congress and the Territorial Legislature and later became the

program of the Authority.

The 1949 Territorial Legislature approved legislative bills which
would enable the Authority to activate provisions of a federal bill
then ready for presentation to Congress. This legislation included an
initial appropriation of $250,000. When the federal legislation was
approved, it included an initial appropriation of $15,000,000 and was
called the "Alaska Housing Act" (P.L. 52, 81st Congress).

The initial concept of the Alaska Housing Act recognized the
limited home financing available in Alaska, the high» construétion
costs resulting from hurried defense and war construction, and the
absence of a self-sufficient construction industry. The purpose of
the plan was to encourage an adequate building industry and to estab-

lish the capacity to meet the increasing need for home construction.

The program included production of more than 6,000 dwelling
units, encouragement of private financing (including a secondary
financial market), and adjustment of existing Federal home mortgage
insurance programs to the higher costs prevailing in the Territory.

The Alaska Housing Act met these problems by:

1. Creating a $15,000,000 revolving fund for the use of
the Alaska Housing Authority, of which $1,000,000 was
set aside for a Remote Dwelling Program. (Later this
fund was increased by $4,000,000.)

2. Increasing FHA mortgage insurance limits up to one-
third over the established limits under the National

Housing Act.

3. Liberalizing mortgage purchasing privileges for the
Federal National Mortgage Association in Alaska.
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4. Allowing the Alaska Housing Authority to make Iloans
from the revolving fund where private financing was not
otherwise available.

5. Allowing direct construction by the Alaska Housing
Authority of necessary dwelling units for any community
where private sponsors were either unwilling or unable
to undertake such housing construction.

6. Liberalizing certain mortgage insurance plans.

7. Calling upon private capital and all elements of the
private building industry to participate in the con-
struction of necessary housing in Alaska. By so doing,
it accomplishes a two-fold purpose: (a) supplying
necessary dwelling units and (b) promoting a self-
sustaining building industry for strategic Alaska.

During the life of the Public Law 52 program, the original goal
of the Authority was more than met. By 1953, 7,500 units had been
constructed. This new housing construction represented an investment
of $10,000,000 by private enterprise. Prior to enactment of the Law,
only eight single-family units had been built in Alaska under FHA

regulations.

Low-Rent Public Housing Program

Preliminary work on the Housing Authority's low-rent program
began in 1949. Initially, the Authority constructed 325 units: 50 in
Juneau, 50 in Ketchikan, 75 in Fairbanks, and 150 in Anchorage. By
1953, all of the units had been completed, and they have been occupied
continuously since that time. The program was reactivated in 1963
with an obvious statewide need for housing designed for the low-income
families in urban areas. By 1972 an additional 326 units had been
constructed by private firms under contract to the Authority. The
total construction cost of these units was $9,836,215. In addition,
the Authority undertook comprehensive modernization of the original

units at a cost of about $3,000,000.
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Middle~Income Program

The middle-income program, authorized by the Board of Directors
in 1965, produced two projects: 32 in Wrangell and 24 units in Peters-
burg. The housing was built under the provision of Section 221(d)(3)
of the National Housing Act and is permanently financed by the FNMAE
at below-market rate interest. The project in Petersburg is no longer

under management by the Authority.

In 1961, this program was created in an attempt to allow lower-
income families to benefit from FHA insurance on the rented apart-
ments. The FHA-insured mortgages on apartment projects owned by
nonprofit sponsors or limited dividend corporations if the mortgages
carried below-market interest rates. The low rates and absence of
profit were expected to reduce rents, making these apartments afford-
able to those too poor to take advantage of the FHA homeownership
insurance program, but with incomes too high to qualify for public
housing. This "moderate-income" group generally could not afford the
rents in unsubsidized new apartments. The program also included
dollar mortgage limits per unit to insure that the program reached the

targeted population.

To induce private lenders to lend at below-market rates, the
Federal National Mortgage Association (FNMA) bought the loans from the
lenders at face value. The net effect of the arrangement was that
FNMA lent mortgage funds at low interest rates to private sponsors to

build moderate-income housing.

The 221(d){3) program was short-lived. Its initial budget impact
was very large, making it politically vulnerable, even though the end
cost to the government was much smaller due to principal and interest
pay back. In addition, the interest subsidy proved inadequate in
reducing rents to a level affordable to the target population. The
subsidy did not result in very many units being constructed, and the

program was scrapped in 1968 to be replaced by another program
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(Section 236) using interest subsidies and FHA insurance. (This

section derived from a discussion in Weicher: 38-40.)

Remote Dwelling Program

This program was established by Public Law 52. The program was
based on home improvement loans, to a limit of $500 per person, and a
5 percent interest rate. Loans were to be repaid to the Alaska
Housing Authority over a period of six years and were character loans,
requiring no collateral. As originally established, the Authority
acted as agent in purchase and delivery of materials, while the bor-
rower either built or improved his own dwelling. By the end of 1952,
the Alaska Housing Authority had assisted in the erection or improve-
ment of approximately 550 housing units in 30 villages from north of
the Arctic Circle to as far south as the lower mouth of the Yukon

River.

Native Village Program

In 1963, the Housing Authority was granted $180,000 by the
Federal Government to conduct a low-income housing demonstration
project in remote native villages. The program called for experi-
mental housing constructed in the three ethnological areas of the
State--Southeastern Indian, Athabascan Indian, and Eskimo. The most
ambitious project undertaken by this grant was the relocation of an
entire village to a new site on the Yukon River, commonly called the
Grayling Project. The Authority administered the grant and provided
materials and technical assistance to the village to build 23 new
homes. The mutual-help approach to construction was utilized. This
experiment provided a basis for future grants and programs for Alaska

Natives.

Remote Village Housing Program

Section 1004 of the Demonstration Cities and Metropolitan Devel-
opment Act of 1966 authorized $10,000,000 for grants and loans to the

State of Alaska to assist in providing housing and related facilities
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to remote Alaskans in accordance with a statewide plan approved by the
Secretary of the Department of Housing and Urban Development. In
1967, because of a statewide plan formulated by the Authority with the
cooperation of other state agencies, the program was established by
law under the Office of the Governor, who was directed to designate

the agency to carry out the program.

In 1968, Governor Hickel designated the Housing Authority as the
agency to administer this program. The State Legislature authorized
appropriations equal to 10 percent of actual federal appropriations.
Congress appropriated $1,000,000 in fiscal 1969, and with 10 percent
of the $1,000,000 in State matching funds, 160 houses were constructed
in ten villages, using Native labor working under experienced con-
struction supervisors. Similar amounts were appropriated and made
available in fiscal 1970, and 175 houses were constructed in eight

villages.

Since Congress made no further appropriations for that purpose,
the - State Legislature appropriated $1,000,000 in fiscal 1971 as a
substitute for the federal funds so that the program might continue
uninterrupted, and 111 houses were completed. The State Legislature
also authorized the sale of $3,000,000 in general obligation bonds for
construction of additional housing in the remote areas. Half of the
authorized bonds were issued and their proceeds made available to the

Authority for use in 1971.

During 1971, the Department of Housing and Urban Development
funded 200 units under a 100 percent federally funded Mutual Help
Program. Ten villages were selected and the program was completed in
1974. The program operated in the same manner as the original 1969

and 1970 program, except for the method of funding.
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Turnkey III

The Turnkey III program was the first homeownership program tar-
geted specifically to low-income families. It operated the same way
that the current Mutual Help for Indians program works, with the
homebuyers' equity building up gradually. The major differences
between the programs are in participant contributions and payments and

in the fact that this program was not limited to Natives.
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APPENDIX D
STATE HOUSING RELATED PROGRAMS

Pioneers Homes

The primary goal for the Alaska Pioneers Homes is to provide a
comfortable 1living environment for elderly citizens of the state.
Services provided to residents include physical and mental health care
and social activities in residential care and nursing care accom-

modations.

Any persons who have lived in Alaska continuously for at least
fifteen years immediately preceding their application are entitled to
admission at little or no cost. Persons not considered destitute, but
meeting the fifteen-year residency requirement, may be admitted upon
payment for the cost of their care and support, currently $275 per
month. In addition, any person with a total of 30 years state resi-
dency cannot be disqualified due to absences from the state if the
absences are determined to be reasonable by the Commissioner of Admin-

istration and if the applicant is otherwise qualified.

The Department of Administration operates Pioneers Homes in
Sitka, Palmer, Fairbanks, and Anchorage, providing residential care
for 340 persons and nursing care for 178. A new home in Ketchikan was
scheduled for completion in December 1981, with 19 resident and 30
nursing facilities. A new nursing wing at the Anchorage Pioneers Home
will be ready for occupancy in May 1982, providing 96 additional
nursing beds. This program also funds the Kotzebue Senior Citizens
Center, which is operated by a private corporation. The Center pro-
vides social, recreational, and nutritional services and has 16 beds

for ambulatory residents.
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Senior Citizens Tax Relief

This program was initiated to reduce the financial pressues on
senior citizens of housing-related taxation. Property taxation can
contribute to the unwilling relocation of their residences for the
state's elderly, especially for those with fixed incomes. Exemption
from local property taxes for homeowners and tax equivalency payments
for renters and deferment of special water and sewer assessments are

the three housing-related items under this program.?!

Eligible citizens, 65 years of age or older, apply to their local
government for the exemptions and deferments. The local government is
reimbursed for 1lost revenues by the State Assessors Office. The
property tax exemption and renters equivalency amounts are totally
forgiven. A special assessment deferment becomes a lien on the prop-
erty which is due and payable when the property comes into the owner-

ship of an ineligible taxpayer.

Veterans Loan Fund

The State of Alaska had a direct loan program for veterans and
national guardsmen, administered by the now-defunct Division of
Veterans Affairs. The program was funded by direct state appropria-
tions. Most of the loans made were for residential mortgages, but
they could also be used to finance farms, businesses, education,

fishing, mining, personal use, or for investment in rental property.

From fiscal vyear 1977 to fiscal year 1980, $213,869,600 was
loaned for single-family mortgages. In 1978, the Department of
Revenue purchased most of the loans made by the Division of Veterans
Affairs. No new applications were accepted, and the program was
discontinued because of its large impact on the state budget. The
Department of Revenue continues to service outstanding veterans loans,

most of which were purchased by the Alaska Housing Finance Corporation.

IMotor vehicle tax exemption is the only nonhousing tax relief
provided under this program.
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Residential Energy Conservation Program

This program, administered by the Division of Power and Energy
Development, was initiated in October 1980. Program goals are two-
fold: to conserve energy and to reduce housing costs by reducing home
heating costs. There are no program eligibility restrictions; both
renters and homeowners can benefit. All program costs are funded by

direct state appropriations.

State funds are used for several purposes. The state trains and
contracts with home energy auditors, who inspect homes to determine
their energy characteristics. State funds are used to pay for all but
$10 of the cost of an audit; the resident pays that $10. The state
makes grants or refunds to the home resident for the cost of taking
energy conservation measures that are recommended by the auditor, for
amounts up to $300 for single-family, detached homes, or $200 for
homes in multifamily structures. In addition to grants and refunds,
the Division of Business Loans offers loans up to §5,000 at five

percent interest for energy improvements recommended by the audit.

In the first year of the program, 8,000 homes were audited in 24
communities. More than 2,700 residents received grants and refunds,
totaling $798,308. It is estimated that about 98 billion BTUs will be
saved the first vyear because of energy conservation measures the
program financed. This is equivalent to 710,000 gallons of fuel oil;
and at an estimated cost of §1.25 per gallon, this would equal
$887,000 saved over the first year after the measures have been in-

stalled (Appropriate Energections, October 1981). Program adminis-

trators anticipated conducting 24,054 audits between September 1981
and January 1982.

State Mobile Home Loan Program

From May to October 1980, the state had a Mobile Home Loan Pro-

gram, administered by the Department of Revenue. Loans were made for
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a 25-year term at 11.75 percent interest, with a 10 percent down-
payment required. In the six months of activity, 203 loans were made
totaling $5,763,000. This program was discontinued when the Alaska
Housing Finance Corporation initiated its Mobile Home Loan Program

(Alexander).

Housing Program Debt Service

The state has a continuing obligation to pay off the bonds it
issued to finance certain housing programs. The Pioneers Home and
Senior Citizen Housing Development programs are current programs with
ongoing debt service costs. There was also a Remote Housing Program

in the early 1970s for which payments are still being made.

State Institutional Investors

The State of Alaska has also invested significant amounts in
housing through institutional investors such as state pension funds
and the Permanent Fund. These investors act much like national secon-
dary mortgage market institutions, purchasing residential mortgages
originated by direct lending institutions. They invest in loans at or
close to market interest rates. Recently they have served homebuyers
who do not qualify for AHFC low-interest loans. The State Pension
Funds, for example, buy 30-year loans to owner-occupants with at least
10 percent equity, carrying 15 3/4 percent interest and meeting FNMA

guidelines.

Since 1977, the State Pension Funds have purchased $299,600,000
in residential mortgages. The Permanent Fund began investing in
mortgages in 1981; in the first nine months of that year, it purchased

$10,400,000 in loans.
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STATE SPENDING IN HOUSING AND HOUSING-RELATED PROGRAMS

Program

Pioneers Homes
Operating

Senior Citizens
Tax Relief
Operating

Veterans Housing Loans
§ Volume Loaned

Residential Energy
Conservation
Operating & Capital

State Mobile Home Loans

$ Volume Loaned

Debt Service
Pioneers Home
Senior Citizen

Housing
Remote Housing

Institutional Investors

Pension Funds (§
Volume Purchased)

Permanent Fund ($
Volume Purchased)

(000)
FY 1982 FY 1981 FY 1980 FY 1979 FY 1978
$§13,910.8 §11,716.4 $§11,381.8 $10,344.9 $9,178.0
2,236.0 3,103.0 2,735.1 2,510.9 2,141.6
0.0 0.0 5,082.4 79,926.5 82,949 .4
Not
20,000.0 Available
0.0 0.0 5,763.0
2,481.8 1,471.3 1,322.8 1,134.8 1,029.2
1,750.4 1,295.8 880.3 313.9 66.3
239.8 246.1 227.6 230.3 238.0
58,600.0 62,400.0 61,200.0 59,000.0
10,400.0
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FY 1977 FY 1976

Pioneers Homes 7,494.6
Senior Citizens Tax Relief 1,525.0
Veteran Housing 45,911.3 40,182.4

Debt Service

Pioneers Homes 900.7
Senior Citizens' Housing 0.0
Remote Housing 223.0
Pension Funds 58,400.0

SOURCES: Executive Budget, Fiscal Years 1978, 1980, 1981, and 1982.

Alaska Budget in Brief, FY 1982.

Bill Pelto, Division of Budget and Management.

Richard Alexander, Department of Revenue.
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APPENDIX E
INFORMATION NEEDS FOR HOUSING PROGRAM EVALUATION

Introduction

Many methods of program evaluation have been developed. Each is
primarily a product of the different decision making situations in
which they are applied. Different decision making situations include
evaluating present or proposed actions; evaluating capital investments
or operating programs; and evaluating one particular program or a

number of programs designed to reach the same goal.

Independent of the type of evaluation, the primary goal of this
type of exercise is to allocate public funds in a way that is most
beneficial to the political constituency. Ths concept is similar to
the economists concern with efficiency, the attempt to reach a par-
ticular outcome at the least resource cost. Cost-benefit analysis is
program evaluation conducted in this strictest sense. Program evalu-
ation may differ from the strict concern with efficiency for two
reasons. First, the particular public agency may not bear the burden
of all the cost; their concern is only with efficiency in terms of
costs they bear. Secondly, the political process may define par-
ticular goals which prevent the most efficient approach. Given these
constraints, the purpose of project evaluation is the most beneficial

allocation of public funds.

Basic Concepts

A set of basic concepts should be consistently applied in any
type of program evaluation. These concepts provide consistency both
within a particular evaluation and across different evaluations.
Consistency across evaluations is important since the alternate
evaluations could be used to select the best method of achieving a
particular objective or to select from competing users for a fixed

amount of public resources.
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tion

The following basic concepts should apply in any program evalua-

(see Devanney, et al, 1976).

Make the client group explicit. Any particular public action

will generate costs and benefits for a number of groups. In a
program evaluation, the costs and benefits to a specific group
are considered and effects to other groups are ignored. For
example, when public housing is provided through federal grants,

these federal funds are not costs to the state.

Make the greatest use of market prices. Since the changes which

result from public actions affect many different types of re-
sources, applying market prices to these resources allows their
comparison. When applying prices to outcomes and costs, three
concerns are important. First, prices may not reflect the value
to the public of certain resources. Prices may ignore social
cost and benefits. Secondly, prices are not independent of the
present income distribution and distributional consequences must
be treated explicitly. Finally, this does not mean outcomes

which cannot be valued with a market price should be ignored.

Value net rather than gross changes. The benefits created by a

public action include only the net change. For example, if one
effect of the action is to create jobs, the total number of jobs
measures the benefits of the action only in certain cases. If
the workers hired would have been unemployed, then the jobs are a
benefit. To the extent workers would have been employed, these

jobs are not a benefit.

Make explicit distributional effects. Public actions will affect

different groups in the community differently. Certain groups
may bear a greater share of the costs than the share of benefits
they receive. Policy makers may consider these distributional

consequences in addition to the overall efficiency effects.
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5. Make the baseline explicit. The effects of public action are

determined by comparing what will (or did) happen with the action
to what would happen without the action. The baseline describes
what would have happened without the program; it is the scenario
to which the program effects are compared. For example, when
examining the effects of the AHFC program, the baseline is what
would have happened in the program year without the program, not

what happened in the previous year.

Uncertaintz

A program evaluation is conducted under conditions of uncer-
tainty. The source of uncertainty lies primarily in the description
of what would have happened or what will happen. This uncertainty is

primarily an information problem.

The information problem is of two general types. First, pro-
jection of events which either will or would have taken place is an
important part of estimating program effects. Knowledge of how the
important systems work is necessary. Uncertainty can arise if the
workings of these systems is not clearly understood. The second type
of information problem concerns data. Data problems exist most
importantly when we attempt to understand what happened because of a
program. Missing data prevents the development of a complete picture

of what happened.

Information Needs For Housing Program Evaluation

In this section, we will describe the information gaps we found
in doing the evaluation of the housing programs. We concentrate on
those gaps we feel are most important. The housing information needs
can be grouped into three classes: program data, housing market data,
and housing market analysis. Each of these is described briefly

below:
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Program data. In our study, we found a surprising amount of data
collected by the programs. A good deal of demographic data was
available in an easily accessible form (much of it accessible by

computer). Helpful additional information would include:

a. Racial information for the borrower or renter.

b. Prior housing information for borrower or renter, including

prior housing type, location, and amount sold for.

c. A similar complete set of demographic and housing data on

unsuccessful applicants.

Market data. The primary constraint to completing our analysis
was data on housing markets. Anchorage is the only market for
which very complete information exists. Other urban markets have
only limited information. Housing market data on rural markets
is non-existent. Housing market data consists of information on
prices, new construction, sales, and quality of the existing

stock.

Another type of market data which is needed is information on the
population not served by the programs. Except for census years,
this information is not available. This type of information
would be extremely important, for example, when trying to measure
the housing demand effect of the programs, since demographic

factors importantly influence demand.

Housing market analysis. Finally, certain systems which affect

housing need to be better understood. The supply side of the
housing market is not very well understood. As we have shown,
important impacts depend on the supply response. This side of
the market includes bankers, builders, land developers, and those

sectors of industry which supply inputs to these groups.
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An especially dimportant component of the supply side is the
conversion of housing between rental and owner housing. The

conversion factor is important for estimating the net effect of

the program on new construction.
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