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The United States Department of‘the Interior was designated by the Outer

Continental Shelf (OCS) Lands Act of 1953 to carry out the majority of
the Act's provisions for administering the mineral leasing and develop-
ment of offshore areas of the United States under federal jurisdiction.
Within the Department, the Bureau of Land Management (BLM) has the
responsibility to meet requirements of the Nationmal Envirommental Policy
Act of 1969 (NEPA) as well as other legislation and regulations dealing
with the effects of offshore development. In Alaska, unique cultural
differences and climatic conditions create a need for developing addi-
tional socioeconomic and .environmental information to improve 0OCS deci-
sion making at all governmental levels. In fulfillment of its federal
responsibilities and with an awareness of these additional information
needs, the BLM has initiated several investigative programs, one of
which is the Alaska OCS Socioeconomic Studies Program (SESP).

The Alaska 0OCS Socioeconomic Studies Program is a multi-year research
effort which attempts to predict and evaluate the effects of Alaska OCS
Petroleum Development upon the physical, social, and economic environ-
ments within the state. The overall methodology is divided into three
broad research components. The first component identifies an alterna-
tive set of assumptions regarding the location, the nature, and the
timing of future petroleum events and related activities. In this
component, the program takes into account the particular needs of the
petroleum industry and projects the human, technological, economic, and
environmental offshore and onshore development requirements of the
regional petroleum industry. ’

The second component focuses on data gathering that identifies those
quantifiable and qualifiable facts by which 0CS-induced changes can be
assessed. The critical community and regional components are identified
and evaluated. Current endogenous and exogenous sources of change and
functional organization among different sectors of community and region=-
al life are analyzed. Susceptible community relationships, values,
activities, and processes also are included.

The third research component focuses on an evaluation of the changes
that could occur due to the potential o0il and gas development. Impact
evaluation concentrates on an analysis of the impacts at the statewide,
regional, and local level.

In general, program products are sequentially arranged in accordance
with BLM's proposed OCS lease sale schedule, so that information is
timely to decisionmaking. Reports are available through the National
Technical Information Service, and the BLM has a limited number of
copies available through the Alaska 0CS Office. Inquiries for informa-
tion should be directed to: Program Coordinator (COAR), Socioeconomic
Studies Program, Alaska OCS Office, P. 0. Box 1159, Anchorage, Alaska
99510.
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I. INTRODUCTION

This study is concerned primarily with measuring the economic effects
of the proposed Outer Continental Shelf (0CS) petroleum development in
the Beaufort Sea (sale 71). This study fnc]udes a statewide and re-
gional historic baseline analysis and base case projections against
which the direct and indirect economic effects of Beaufort Sea 0CS pe-
troleum development are measured. The analysis and projections are
carried out on a statewide level for selected regions within the state
economy. The regions include Anchorage, Southcentral, Fairbanks, and

North Slope regions of the Man-in-the-Arctic Program (MAP) models.

Part II of the study contains the historical baseline analysis for
each of the economic areas in question and generally focuses on speci-
fic economic and demographic concerns relevant to an understanding of
the historic growth of the economies. The baseline analysis also as-
sists in laying the foundation for assumptions regarding future growth

of the areas.

Part III contains three important elements. First, the underlying
projection methodology is explained and reviewed in terms of the accu-

racy and limitations of the projection methodology and the projections

- -themselves. Second, the assumptions necessary to "drive" the models

are presented. Finally, the base case projections for the respective

areas are presented.




Part IV of the study presents a description and‘analysis of the pro-
jected impacts associated with the proposed Beaufort Sea lease sale.
Results for the mean and low case scenarios are discussed, both at the
statewide and regional levels. Supporting materials are contained in

the appendices.




II. STATEWIDE AND REGIONAL GROWTH:
THE BASELINE HISTORICAL ANALYSIS

The Statewide Economy: Statehood - 1978

In carrying out the historic baseline studies, either for Alaska or
the regions, it is important to keep in mind the purpose of the analy-
sis. There are three primary objectives involved. First, the analy-
sis should provide the uninitiated reader with a general sense of the
structure of the economy and how and why it has changed over time.
Second, the study should provide some indication of how individuals
within the system have benefited from the functioning of the system;
j.e., an assessment of economic well-being. Third, the baseline his-
tory should provide guidance in developing assumptions regarding fu-

ture development of the economy.

Hence, the historical baseline study 1is not simply a description of
the economy, but rather provides an analysis of the growth and changes
in the system, the dimensions of economic well-being, and its future
prospects. With these comments in mind, we can now turn to the base-

line study of the state as a whole.

At the risk of oversimplification, the economic history of Alaska can

be summarized as one of resources, defense, disaster, more resources,

. and--government.—Prior to World War LI, interestin-the-state—focused




largely on natural resource exploitation, primarily based on furs,
fish, and hard rock minerals. World War II and the cold war aftermath
lead to a sizable military-government involvement in the state, both

in terms of population and economic activity.

The advent of statehood found an economy reflecting a narrowly based
private sector, largely dependent upon Timited natural resource activ-
ity, and a large federal civilian and military presence. In 1960, for
example, federal civilian wages and salaries accounted for 25 percent
of the total civilian wage bill, while state government (5.9 percent)
and local government (5.1 percent) made up an additional 11 percent of
total wage and salary payments. When military payrolls are included,
42.5 percent of wage and salary income was accounted for by govern-

ment.

Discovery of the Swanson River oil field in 1957 had done much to
raise expectations about future economic prospects, but it was not
until major discoveries in Cook Inlet during 1965 that the o0il and gas
industry became firmly established and significant lTevels of produc-
tion were assured. The emergence of petroleum resources as a signifi-
cant factor in the Alaska economy considerably improved the potential
for private sector development and, more importantly, helped to shore

up the extremely shaky fiscal base of state government.

For the mid- and latter part of the decade of the 1960s, it was to be

.natural-disaster-that-provided-much-of-the-impetus-for-economic-




growth. Thé Good Friday earthquake of 1964 resulted in a major recon-
struction effort which supported levels of economic activity that
probably would not have been achieﬁéd otherwise. - A second disaster,
of lesser stafewide magnitude but of great consequence for the Fair-
. banks region, was the flood of 1967. Disaster relief and reconstruc-
tion funds, followed later by flood control projects, provided a need-

ed boost- for the region's economy.

Discovery of oil at Prudhoe Bay in 1968 marks the beginning of the
latest phase of Alaska economic history. Development of the super-
j giant field, construction of the oil pipeline, and the related flows
5 of revenue to state government are providing the impetus for sustained

economic growth and diversification that should carry the state well

into the 21st century.

Against this backdrop, we can now 1ook more specifically at several
| ' _ important dimensions of growth and change in the Alaska economy. As
; suggested earlier, there are certain key measures of economic activity
1 that are central to the analysis. Personal income and employment data
provide insight into the overall growth of the economy and changes in
the composition of economic activity. In addition, these data can beA

used as general indicators of changes in economic well-being over

S -~ time. - An important corollary variable 1is population growth. It is
> alse instructive to review aggregate measures of production for the
- economy.




In addition to these general measures of economic activity, there are
several specific attributes of the economy that need to be considered.
These include such topics as secular and seasonal unemployment, the
structure of costs and prices, and the role of state government with
respect to determining overall economic activity. Finally, we must
consider issues related to potential future economic activity. We now

turn to specific measures of the economy.

PRODUCTION

Data measuring the gross value of production by industrial classifica-
tion are not available for recent years. However, various measures of
the value of output for selected industries have been compiled and are
presented in Table 1. Except for agriculture, the industries reflect
the primary "export base" components of the private sector economy.
Data on federal and total government expenditures have also been in-
cluded for comparative purposes. Furthermore, a large portion of fed-
eral gdvernment outlays indirectly reflects an export of goods and

services by the private sector economy of Alaska.

Fisheries and petroleum have clearly dominated growth in the value of
production in the private sector. Value of catch to fishermen has
grown at an average annual rate of 15 percent over the period, and
wholesale value has grown almost as rapidly (14.4 percent), reflecting
both the substantial growth of shellfishing and rising product prices.

When deflated by the consumer price index (which is appropriate if we

~are interested in implicit purchasing power), the value of catch grew .
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Table 1. Value of Production for Selected Industries
Various Years, 1960-1979

{(millions of current dollars)

Federal Total

Industry Agriculture Forestry Fisheries 011 & Gas Government  Government
Value to Fishermen WhoTesale ~Crude Dry  Outlays in  Spending in

Year Salmon Shellfish Total Value 0i1 Gas Alaska (FY) Alaska (FY)
1960 5.6 47.3 33.6 3.1 40.9 96.7 1.2 .03 155.8 N.A.
1961 5.7 48.0 35.7 5.1 46.5 128.7 17.7 .129 N.A. N.A.
1962 5.7 52.3 42.1 7.1 58.4 131.9 31.2 .467 N.A. N.A.
1963 5.3 54.1 31.3 9.6 46.9 109.0 32.7 1.1 N.A. N.A.
1964 5.6 61.0 41.4 10.0 56.8 140.9 33.6 1.7 N.A. N.A.
1965 5.3 57.5 48.3 14.5 70.1 166.6 34.1 1.8 533.7 N.A.
1966 5.3 71.2 54.2 17.6 81.9 197.3 44.1 6.3 N.A. N.A.
1967 5.2 80.6 24.6 18.3 48.8 126.7 88.2 7.3 N.A. N.A.
1968 4.9 89.2 49.5 27.9 79.9 191.7 186.7 4.4 N.A. N.A.
1969 4.3 101.0 40.6 20.8 68.1 144.2 214.5 12.7 N.A. N.A.
1970 5.2 93,7 68.0 20.5 97.5 213.9 232.8 18.2 728.7 N.A.
1971 5.0 103.5 51.4 26.0 85.5 198.7 234.3 18.0 852.9 N.A.
1972 6.0 82,3 45.3 33.6 92.4 185.7 221.7 18.0 989.4 N.A.
1973 7.0 131.4 60.1 61.4 142.4 283.0 239.6 19.5 1018.6 1592
1974 8.1 154.7 65.7 62.8 144.8 254 347.4 - 22.5 1135.9 1730
1975 9.2 133.5 55.3 55.4 129.4 293 364.6 42.8 1326.8 2000
1976 8.8 149.5 118.0 96.5 239.6 452 318.8 60.5 1368.1 2226
1977 9.9 179.3 17 157 349 723P 988.9 66.6 1544.9 2524
1978 9.2 N.A. 238P 272P 543P 1magP 2701.5 89.6 1753.0 2845
1979 9.1P N.A. NP 231P 606P 1243P 5493.6P 91.5 1932.2 3147¢
p = preliminary

e = estimate
N.A. = not available

SOURCE: See Table 1 Notes



Table 1 Notes

The data are primarily obtained from selected tables in The Alaksa
Economy: Year-End Performance Report 1978 (Alaska Department of Commerce
and Economic Development, Division of Economic Enterprise; Juneau, Alaska)
and Alaska Statistical Review (Alaska Department of Commerce and Economic
Development, Division of Economic Enterprise; Juneau, Alaksa, 1980). The
latter source is a preliminary report. Specific sources for each column
of the table follow.

Agriculture: page B-13 Alaska Statistical Review (ASR). Value of sales
is approximately 74 percent of value of production, with the balance
being used on farm.

Forestry: Data from 1960-1971 are from Alaska Statistical Review (1972),
p. 90, and reflect total end product vaiue. For 1972-1977, the data are
from the 1978 Year End Performance Report and reflect only forest prod-
uct exports. Here the series are not comparable, but individually
reflect growth in the periods in question. Comparable series are not
available over the full period. Co

Fisheries: Data for 1972-1975 are from the 1978 Year End Performance
Report, p. 58. 1976 data are from Alaska Catch and Production: 1976
(Alaska Department of Fish and Game). 1977-1979 data are from ASR
(1980). 1960-1971 data are from ASR (1972) p. 74. Data for 1960-71,

© 1976-79 are comparable. Data for 1972-75 represent approximately 92 per-
- cent of total wholesale value.

Qi1 and Gas: ASR (1980) p. B-3. It should be noted that these data do
not include value added in transportation and here reflect approximate
wellhead value.

Federal Government Outlays in Alaska: 1960-1977 data are from 1978 Year
End Report, p. 105. 1978-1979 data are from ASR (1980), p. E-2. Data
are for fiscal year ending in given calendar year.

Total Government Spending in Alaska: Data from ASR (1980) p. E-1. The
total is net of intergovernmental transfers.




at almost 10.3 percent and the wholesale value by 9.5 percent. Crude
0oil and natural gas percentage growth rates are relatively meaningless
\ since the base in 1960 is neQ]igib]e, but their significance is obvi-
‘ ous. It is also worth noting that in 1978 (the last year for which
' data are available) production of minerals other than oil and gas and
: sand and gravel amounted to 18.4 million dollars, or about 0.6 percent
of the total value of mineral production. Neither has there been any
significant change in the value of this dimension of mining over the
paét two decades. In deflated dollars, federal government expendi-

tures have grown at about 9.3 percent.

Government expenditures are not directly comparable to the value of
production in other industries since they reflect not only government
production (wages and salaries) but purchases of goods and services
and transfer payments to individuals. However, in another sense these
F - expenditures do reflect a measure of demand for production of goods
and services throughout the economy as a whole and underscore the con-

tinuing importance of government spending in-the economy.

O0f particular significance in overall government spending is the role
of state government spending. The state fiscal hisfory can roughly be
divided into three periods: early post-statehodd, Prudhoe Bay sale to

Go - --- - pipeline completion, and Prudhoe Bay production.

During the first period, federal government grants, both statehood

- transition grants—and others, were -an important compenent—of state —

F3



government revenues. The relative decline in federal grahts were more
than offset by revenues linked to general economic growth and the de-
velopment of Cook Inlet petroleum resources, but expenditurés were

constrained by available revenues.

The $900 million Prudhoe Bay lease sale in the fall of 1969 ushered in
the second period and led to an immediate doubling of state government
expenditures. Growth in expenditures continued rapidly, although
still constrained by available revenues and the rapidly diminishing
balance of the lease sale. The third period is marked by the com-
mencement of production from Prudhoe Bay; and, for the first time, the

state has significant potential surplus revenues.

The rapid expansion of revenues since 1969 has resulted in a closely
correlated growth of state government expenditures. This is reflected
not only in expanding state government employment and wages but also
by total government expenditures for purchases of goods and services
and transfers to local government. The net result has been that state
government spending (both directly and through local government) has
assumed a significant role in the overall determination of economic
activity in Alaska. This is a pattern which will preQéi] for some

time into the future.

In summary, the role of natural resources in the growth of the Alaska
economy has been dominated by fisheries and petroleum. Forest pro-

ducts have remained regionally important, primarily for Southeast
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Alaska, but have not demonstrated significant growth. Agriculture has
remained stagnant, and, in real terms, the value of production has de-
clined. Government has remained a major force in the economy, with
state and Tlocal government increasing in relative proportion to total

government.

EMPLOYMENT, UNEMPLOYMENT, AND WORK FORCE

Analysis of employment, unemployment, and work force data is important
for several reasons. First, since labor is one of the key factors of
production, employment data provide a general indicator of the growth
and composition of production over time. The main deficiency with
these data fdr such purposes is that they ignore changes in factor
proportions over time and differences in factor proportions between
industries. .This omission is particularly important in industries
that are highly capital-intensive, such as the petroleum industry.
Also, since these data are based on job counts, they do not reflect
actual man hours of production and, hence, provide only an approximate

measure of labor input.

Second, work force data, in conjunction with total employment data,
determine unemployment. It is instructive to observe the patterns of
unemployment over time and in response to changes in total economic
activity. Third, the data are useful in measuring seasonal patterns

of economic activity and how this may have changed over time.
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Tables 2 and 3 provide summary data on employment, labor force, and
unemployment for selected years over the 1960-1978 period. Total em-
ployment over this period grew at an annual average rate of 4.9 per-

cent. However, substantial variation in the growth rate is evident.

From 1960-1973, the rate was 3 percent; while for 1974-1978 (ref]ect?

ing the pipeline boom) the rate was 8.6 percent. The growth of the
civilian labor force shows a similar pattern, a]though increasing at a
slightly higher rate. The result of this is that total unemployment
has grown at about 7 percent per year over the period and the unem-

ployment rate has also increased.

It is also worth noting that during the pre-pipeline period the unem-
ployment rate was relatively stable and that the somewhat higher rates
of 1977 and 1978 reflect in large part a readjustment to a more normal
post-pipeline period. These data clearly illustrate the openness of
the Alaska labor market. Large variations in the demand for Tabor are
primarily het by significant in- and out-migration and by changes in
labor force participation rates. As a consequence, the long-run rate
of unemployment is quite stable and the simple expansion of economic
activity has little effect in terms of reducing unemployment. The
second block of data in Table 2 provides annual average employment
data by broad industry classification. In addition to illustrating
the sustained growth of employment and production in_a]] industry cat-
egories, these data also indicate relative changes in the significance

,of specific industries.

12




£l

TABLE 2. CIVILIAN EMPLOVMENT, UNEMPLOYMENT AND LABOR FORCE
1960, 1965, 1970-1978, BY BROAD INDUSTRY CLASSIFICATION
(IN THOUSANDS)

1960 1965 1970 1971 : 1972 1973 1974 1975 1976 1977 1978

Total Civilian Labor Force 73.6 89.8 91.6 97.7 103.6 109.1 125.6 156.0 168.0 174.0 181.0
Total Unemployment 5.9 7.7 6.5 8.0 8.6 9.3 9.9 10.8 14.0 16.0 20.0
% of;Tota] Labor Force 8.0% 8.6% 7.1% 8.2% 8.3% 8.5% - 7.9% 6.9% 8.3% 9.2%" 11.0%
Total Empioyment 67.7 82.1 85.1 89.6 95.0 99.9 115.7 145.3 154.0 158.0 161.0
Emp. % Emp. % Emp. % Emp. % Emp. % Emp. % Emp. % Emp. % Emp. % Emp. % Emp. %

Nonagricultural Wage and

Salary Employment 56.9 100.0 70.5 100.0 92.5 100.0 97.6 100.0 105.4 100.0 111.2 100.0 129.7 100.0 163.7 100.0 173.5 100.0 166.0 100.0 163.2 100.0
Mining 1.1 1.9 1.1 1.6 3.0 3.2 24 2.5 2.1 :2.0 20 1.8 30 2.3 3.8 2.3 40 2.3 5.0 3.0 56 3.4
Contﬁact Construction 5.9 10.4 6.5 9.2 6.9 7.5 7 7.6 7.9 7.5 7.8 7.0 14.1 10.9 25.9 15.8 30.2 17.4 19.5 M.7 12.2 7.
Manu%acturing 5.8 10.1 §.2 8.8 7.8 84 7.8 80 81 7.7 9.4 85 96 7.4 9.6 59 103 59 10.9 6.6 11.5 7.0

;Food Processing 28 4.9 3.0 4.3 3.7 40 3.6 3.7 3.7 3.5 46 41 43 33 4.3 2.6 51 2.9 55 3.3 6.3 3.9
Logging, Lumber, Pulp 2.2 3.9 2.3 3.3 2.8 3.0 2.8 29 2.8 2.7 3.2 29 3.6 2.8 3.4 2.1 3.2 1.8 35 2.1 1.8 1.1
Trangportation, Communications '

Public Utilities 6.8 12.0 7.3 10.4 9.1 9.8 9.8 10.0 10.0 9.5 10.4 9.4 12.4 9.6 16.5 10.1 15.8 9.1 15.6 9.4 16.4 10.0
Trade ' 7.7 13.5 10.0 14.2 15.4 16.6 16.1 16.5 17.1 16.2 18.3 16.5 21.1 16.3 26.2 16.0 27.6 15.9 28.5 17.2 28.8 17.6
Finance, Insurance, ’

Real Estate 1.4 25 2.2 3.1 3.1 3.4 32 33 3.7 35 42 3.8 49 3.8 6.0 3.7 7.1 4.1 7.8 4.7 8.2 5.0
Services 5.6 9.8 7.5 10.6 11.4 12.3 12.5 12.8 14.0 13.3 15.2 13.7 18.3 14.1 25.1 15.3 27.7 16.0 27.4 16.5 27.6 16.9
Government 22.7 39.9 29.7 42,1 35.6 38,5 38.0 38.9 41.7 39.6. 42.8 38.5 45.3 34.9 49.5 30.2 49.7 28.6 50.7 30.5 52.2 32.0

Federal 15.6 27.4 17.4 24.7 17.1 18,5 17.3 17.7 17.2 16.3 17.2 15.5 18.0 13.9 18.3 11.2 17.9 10.3 17.7 10.7 18.1 11.1
State 3.9 6.9 7.0 9.9 10.4 11.2 1.7 12.0 13.3 12.6 13.8 12.4 14.2 10.9 15.5 9.5 14.1 8.1 13.9 8.4 14.3 8.8
iLocal 3.2 56 53 7.5 81 88 9.0 9.2 11.2 10.6 11.9 10.7 13.1 10.1 15.8 9.7 17.6 10.1 19.1 11.5 19.8 12.1




Table 2 Notes

Sources of data: 1960, 1965 ASR (1972) p. 16. It should be noted
that the "labor force" data are actually work force data for these two
years and are not directly comparable with the data for 1970-1978. The
basic difference between the two series is that work force estimates are
based on job counts and, hence, a worker may be counted more than once
if holding two or more jobs. Labor force estimates are supposed to
eliminate this double counting. Thus, the work force data for 1960
and 1965 somewhat overstate the actual number of employed.

In 1970-1978, labor force and total employment estimates are obtained
from Alaska Labor Force Estimates by Area (Alaska Department of Labor),
various years.

Non-agricultural wage and salary data are obtained from the Statistical

Quarterly (Alaska Department of Labor) for the various years.
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Total Nonagricultural
Employment

Contract Construction'

. Manufacturing

1 Food Processing
: Trade

: Services

2 Unemployment Rate,

A1l Industries

_ Labor Force

TABLE 3. INDEX OF SEASONAL VARIATION IN NONAGRICULTURAL

EMPLOYMENT: SELECTED YEARS 1960-1978

1960 1965 1970 1972 1974 1976 1978

39.4  30.6 22.7 24.6 32.0 23.1 14.
156.2 91.7 69.5 77.6 108.2 64.7 a7.
136.3 116.3 107.9 105.2 70.8 78.2 86.
211.5 195.2 196.3 175.3 100.6 112.0 125.

20.8 20.0 15.6 14.8 25.1 13.5 12.

28.4 17.2 10.7 16.2  26.8 13.3 17.
117.5 74.4 59.2 65.1 82.3 45.8 30.

28.2 26.5 21.8 21.0 27.1 21.2 12.

SOURCE: Compiled from Statistical Quarterly (Alaska Department of Labor),

selected years. Seasonal variation is measured as the high month

. minus the Tow month divided by average annual figure, stated as

e - ———a—percent-—Unemployment-data-are—from-Labor Force Estimates

o O

J (Alaska Department of Labor), various years.
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Employment in mining is the one basic sector industry that has in-
creased its share of total employment. The federal government share
has declined substantially over the period, while both state and local
government have grown, with much of the growth in state government em-
ployment occurring during the 1960s and the early 1970s. Local gov-
ernment growth lagged state government in the early years, but by 1975
local government employment exceeded state government emp]oyment; of
particular interest is the growth of support sector activity, includ-
ing trade, finance, insurance and real estate, and services. This
growth reflects a steady diversification of support sector activity
and the process of import substitution in response to increasing mar-
ket size, growth ofvincomes, and opportunities for specialization. In

short, the data reflect a general maturation of the economy.

It is also of interest to consider changes in seasonal patterns of
economic activity. Table 3 summarizes seasonal activity in selected
industries, as well as for total nonagricultural wage and salary em-
ployment, labor force, and unemp]dyment. Seasonal variation is mea-
sured as the high month minus the low month divided by the average an-
nual figure for the respective variable. Because of secular growth in
the variables, the index tends to overstate seasonality for any given
year, but for comparative purposes, over time, the index is satisfac-

tory.

The data reflect two important dimensions of the Alaska economy.

_First, seasonality varies drastically from_industry to industry, with

Y

L
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construction and manufacturing (especially food processing) showing
the greatest seasonal swings. Second, while significant seasonality

remains in all industry, there has been a major reduction over time.

In summary, the data on labor force, employment, and unemployment il1-
lustrate several important features of the Alaska economy. First,
while growth has been uneven, aggregate economic activity has in-
creased substantially since statehood. Contract construction, mining,
and support sector industries grew rapidly during pipeline construc-
tion. With the exception of contract construction, levels of employ-
ment achieved at the peak of pipeline construction have generally been

sustained or have increased.

Second, structural change that reflects a general maturing of the ecc-
nomy has occurred, as evidenced by the increased share of total em-
ployment accounted for by support sector activity, including trade,
finance, insurance and real estate, and services. Coupled with the
greatly reduced dependence of the state on federal government activity
and the growth of petro]éum and fisheries, the data indicate a general

broadening and diversification of economic activity.

Third, in addition to sustained secular growth, there has been a mark-
ed decrease in seasonal swings in economic activity. In part, this
reflects the relative growth of industries with smaller seasonal vari-

ations. In addition, construction and fish processing seasonality

____________have-also-reduced substantially.— — -

17



Finally, the relative stability of unemployment rates over time clear-
ly indicates the openness of the Alaska labor market. The generally
higher than national average unemployment rates have not responded to
aggregate economic expansion historically and probably will not in the

future.

PERSONAL INCOME

Personal income measures that part of the total value of production
that accrues to individuals and includes: wage and salary income;
other labor income; proprietor's income; income from dividends, inter-
est, and rent; and personal transfer payments. While deficient in

many respects as a measure of economic well-being, it is nevertheless

a useful indicator of the degree to which individuals share in the to- -

tal benefits of production. Table 4 presents estimates of personal
income for Alaska, by major source, for selected years covering the

period from 1960 through 1978.

Personal income has grown steadily over the entire period, at an aver-

age annual rate of 11.3 percent, while for the pipeline period the

growth was about 17 percent per year. Wage and salary income account-

ed for the majority of personal income throughout the period, aver-
aging 80 percent. In contrast, about 68 percent of U.S. personal in-
come is accounted for by wages and salaries. Proprietor income as a
share of total personal income has declined somewhat; while that of

dividends, interest, and rent has increased modestly. The share ac-

_._counted_for_by transfer payments has increased substantially but still .

18
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TABLE 4. PERSONAL INCOME BY MAJOR COMPONENT:
ALASKA, SELECTED YEARS 1960-1978

(millions of current dollars)

; 1960 1965 1970 1975 1978
QQMEQNEEI $ % Total $ % Total $ % Total $ % Total $ % Total
wéges & Salary 567.9 84.1 778.2 88.8 1293.9 84.7 3620 85.0 3954.9 80.6

Private, Total 281.5 41.7 463.2 52.8 773.1 50.6 2771 65.1 2907.2 59.2

Mining 10.3 1.5 14.3 1.6 54,2 3.5 116 2.7 248.4 5.1
Contract Construction 77.3 11.5 98.0 11.2  140.2 9.2 1095 25.7 537.8 11.0
Manufacturing 47 .1 7.0 59.7 6.8 90.9 5.9 161 3.8 260.9 5.3
Fisheries 17.7 2.6 22.9 2.6 31.4 2.1 46.2 1.1 100.5 2.0
Forest Products 8.4 1.2 22.8 2.6 38.6 2.5 64.8 1.5 50.0 1.0
Support Sector 142.1 21.1  265.3 30.3 457.4 29.9 1364 32.0 1817.0 37.0
Government 286.6 42.5 376.0 42.9 593.6 38.8 993 23.3 1301.8 26.5
Federal Civilian 104.7 15.5 137.6 15.7 195.1 12.8 308 7.2 383.2 7.8

. Military 136.0 20.1 143.9 16.4 225.7 14.8 258 6.1 287.5 5.9

. State & Local 45.9 6.8 94.4 10.8 172.9 11.3 427 10.0 631.0 12.9
Pﬁoprietors‘ Income 50.1 7.4 62.1 7.1 73.9 4.8 143 3.4 260.5 5.3
Dﬁvidend, Interest & Rent 33.0 4.9 52.1 5.9 81.4 5.3 220 5.2 333.4 6.8
T@ansfer Payments 24.0 3.6 34.2 3.9 79.3 5.2 274 6.4 358.3 7.3
T@TAL 675.0 100.0 876.6 100.0 1528.5 100.0 4257 100.0 3907.1 100.0

iess

. Cont. for Soc. Ins. 11.0 22.3 49.2 172.0 223.5

Residence Adj. 31.5 45.9 67.1 637.0 314.6

1

Résident Personal Income 632.5 900.2 1412.2 3447.0 4369.0



Table 4 Notes

SOURCE: Major components of the table are obtained from U.S. Department
of Commerce, Bureau of Economic Analysis reports of personal income by
state. Wages and salary figures (row 1) include wage and salary plus
other labor income components of personal income. Except for 1960, the
private, total row and subcomponents thereunder, contain wage and salary
income, other labor income, and proprietors' income. Total income is

the sum of the wages and salary row plus proprietors' income; dividends,
interest and rents; and transfer payments. Resident personal income is
equal to total income less contribution for social insurance and the
residence adjustment.
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remains well below the national figure of 12.6 percent. The data also
generally confirm the relative changes in the composition of industry

activity that were observed in the employment data.

The growth of aggregate personal income in Table 4 reflects not only
aggregate growth of production but also the influence of inflation.
Table 5 presents aggregate personal income in both current and con-
stant dollars. Growth of constant dollar personal income has been
significant and has averaged 7.8 percent per year. During the 1974-
1977 period, the growth was even more dramatic at 11.8 percent in real
terms. The combined effects of inf]apion and the plateauing of eco-
nomic activity following completion of pipeline construction have re-

sulted in a slight decline in real personal income in 1978.

There are two other dimensions of personal income that are particular-
ly important in assessing individual economic well-being: pér capita
income and the distribution of income. Table 5 includes data on the

growth of per capita personal income in real and current dollars.

Real per capita income from 1960-1973 grew at an average annual rate
of 4 percent. The 1973-1978 period, encompassing pipeline construc-

tion and the post-boom readjustment, shows rapid expansion until 1976

~and then a substantial drop during 1977 and 1978. The net growth over

the period is only 2 percent per year. Two points are worth noting in

this respect. First, the rapid expansion of activity occurred during
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1960
1965
1970

1971
1972
1973

1974
1975
1976

1977
1978

TABLE 5. ALASKA RESIDENT ADJUSTED PERSONAL INCOME
IN CURRENT AND CONSTANT 1979 DOLLARS

Millions of Dollars of
Personal Income, Total

1960, 1965, and 1970-1978

" Per Capita Personal Income

Current $§ Constant 1979 § Curreht $ Constant 1979 $
632.5 1,470.6 2,797 6,503
858.4 1,982.8 3,168 7,318

1,411.9 | 2,700.3 4,644 8,882

1,557.2 2,954.8 4,939 9,372

1,698.5 3,036.4 5,234 9,631

2,001.5 3,570.0 6,046 10,784

2,436.7 3,822.9 7,138 11,199

3,527.7 4.493.5 9,673 12,321

4,194.8 | 5,421.4 10,274 13,278

4,313.4 5,346.5 10,455 12,959

4.,369.0 4,875.2 10,849 12,106

Average Annual Percent Growth
11.3 7.8 6.9 3.5

SOURCE: Current dollar personal and per capita income from U.S. Department

“of Commerce, Bureau of Ecénomic Analysis.  Deflated by Anchorage
Consumer Price Index, U.S. Department of Labor.
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~1in the broad industry classifications. _

lead to additional regional inflation in the Alaska economy. Thus,
the real value of per capita income gfowth was greatly diminished.
Second, the rapid expansion of total economic activity had only a min-
imal effect in raising per capita income, again reflecting the ease of

entry into the Alaska labor market.

Data on the distribution of personal income are not available for re-
cent years, but it is instructive to look at the pattern of wages over
time. Table 6 presents data on relative wages, by industry, for se-

lected years over the 1965-1978 period.

The numbers reflect the ratio of the average monthly wage for the re-
spective industry divided by the average monthly wage for all nonagri-
cultural wage and salary employment. The data must be interpreted
with caution since several factors are at work that may account for
year-to-year variability. First, the average monthly wage data re-
flect both straight time and overtime earnings and are thus sensitive

to variation in the ratic of straight time to overtime work.

Second, the average monthly wage is computed by dividing total wages

by average monthly employment; and average monthly -employment, in

turn, reflects both full- and part-time work. Thus, the employment -

data are only an approximation of man hours worked. We are also
looking at fairly aggregate data. Some of the variation within indus-

tries may be accounted for by changes in composition of activity with-
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TABLE 6. DISTRIBUTION OF RELATIVE WAGE RATES,
BY INDUSTRY, FOR ALASKA,

SELECTED YEARS, 1965-1978

Industry

Total Nonagriculture Wage and Salary

Mining
Contract Construction
Manufacturing
Food Processing
Logging, Lumber, and Pulp
Other Manufacturing

Transportation, Communication,
and Public Utilities

Wholesale Trade
Retail Trade
Finance, Insurance, Real Estate
Services
Government
Federal

State
Local

SOURCE:

1965

100
147
165
106

97
115

112

115
127
78
88
74
91

91

91
91

1970 1976 1978
100 100 100
164 140 193
169 210 157

99 73 93
78 55 71
124 96 119
110 83 109
114 105 128
117 94 111
70 50 62
81 62 81
72 78 75
97 74 97
100 70 94
96 79 111
93 72 89

Computed from average monthly wage data from the Statistical
Quarterly (Alaska Department of Labor), selected years.

Relative wages are the respective industry wage divided by

the average wage for all industries x 100.
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The data first indicate the growing disparity of average wage rates,
which would suggest a trend toward a less equal distribution of in-
come. More significant are the changes that occurred at the peak of
pipeline construction in 1976. Major distortions in the structure of
wages are present, and this suggests that the distribution of benefits
during a boom is not uniform, but rather that a small segment of the
economy appears to reap a large proportion of the gains. This feature
of boom economics is further demonstrated by an analysis of changes in

real wages over the 1973-1976 period.

Table 7 shows average monthly wages, by broad industry classification,
deflated by the Anchorage consumer price index (CPI). Use of the
Anchorage CPI is dictated because there is no statewide index. Hence,
the deflation is subject to some error since price changes are not
uniform throughout Alaska. As an approximation, however, the data are

adequate.

It is é]ear that drastic differences exist among industries and that
the economic benefits of rapid economic expansion tend to be concen-
trated in a select few industries. A major portion of income implied
in the growth of construction wages was also earned by nonresidents or
temporary resident employees. With the exception of business ser-
vices, all components of the supporﬁ sector and government badly lag-
ged the average growth of wages and, implicitly, relative income.
Federal government and finance, insurance, and real estate real wages

ctually declined.
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TABLE 7. CHANGE IN REAL AVERAGE MONTHLY WAGE
1973-1976, ALASKA (1973 DOLLARS)

Average Wage Average Wage

Average Wage
Percent Change

Industry ’ 1973 1976
Total Nonagriculture
Wage and Salary $1,006 $1,424
0i1 and Gas Mining 1,661 2,068
Contract Construction 1,635 2,985
Manufacturing _ 961 1,041
Transportation,
Communication, and
Public Utilities 1,141 1,494
Wholesale Trade 1,177 _ 1,341
Retail Trade 687 709
Finance, Insurance,
Real Estate 897 884
Services 751 1,107
Hotels, Motels, Lodging 527 537
Business Services 732 1,706
Government 1,024 1,047
Federal 1,062 1,002
State 992 1,132
Local 1,003 1,024

SOURCE: _Computed from average monthly wage data, Statistical Quarterly |

12.3%
7.6

22.2
2.7

9.4
4.4

—

w
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(Alaska Department of Labor), selected years.
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While much of fhe inflation that occurred during the period is attri-
butable to national inflation, significant regional inflation result-
ing from pipeline construction activity also occurred. Prior to pipe-
1ine construction, the Anchorage CPI had been growing at a less rapid
rate than the U.S. CPI. However, during pipeline construction, this
relationship was reversed, and the Anchorage CPI grew more rapidly.

Table 8 presents relative rates of growth in the Anchorage and U.S.

CPIs for selected years and clearly illustrates the regional inflation

associated with pipeline construction.

As one final indication of income d%stribution patterhs, é distribu~
tion relating percentage of total wage and salary income to percentage
of employment has been constructed for 1965 and 1978 (see Figure 1).
The distribution was constructed by ranking industries according to

average monthly wage. The percentage of total employment and total

'wage income accounted for by the respective industry was then comput-

ed. The cumulative employment and income percentages were then plot-

ted, yielding the typical Lorenz-type distribution figure.

A comparison of the two distributions reveals a clear shift toward a
less uniform distribution of income. This shift is probably accounted
for by two factors. First, as indicated earlier, there has been a
sizable increase in the share of total activity accounted for by sup-
port sector industries, and these industries generally have lower than

éverage wage rates. Second, there has been a substantial growth in

_..the_range .of. relative wages-between-industries-over-time.————~ -
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TABLE 8. RATES OF CHANGE FOR THE ANCHORAGE
AND U.S. CONSUMER PRICE INDEX,
SELECTED YEARS, 1960-1977

1960-1970 1970-73 1973-74 1974-75 1975-76  1976-77

Anchorage 1.8 4.1 13.3 12.3 6.5 - 5.8
United States 2.8 5.6 12.0 7.6 5.3 6.5

___SOURCE: Derived from the Bureau of Labor Statistics reports on Anchorage

and United States CPIs.
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FIGURE 1. DISTRIBUTION OF WAGE AND SALARY INCOME
ALASKA, 1965 and 1978
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In summary, real personal income has shown sustained growth over the
entire 1960-1978 period, both in aggregate and per capita terms. The
growth has not-been uniformly distributed, however, and the wage com-
ponent has become less uniform over time. This was particularly evi-
dent during pipeline construction and supports the hypothesis that the
benefits of pipeline construction were largely concentrated in a few

sectors.

POPULATION

The remaining dimension of growth to be considered is population.
Changes in population are divided into two components, natural in-
crease (or decrease) and in/out-migration. Natural population growth
results from an excess of births over deaths and is, hence, determined

by birth and death rates.

Alaska exhibits both the highest birth rate and the lowest death rate
in the United States; and as a result, the rate of natural population
increase is the highest in the United States. This phenomenon is
largely accounted for by the relative youthfulness of the population,
with over 34 percent of the population between the ages of 14 and 30.
This age group has  both the highest fertility rate and the lowest
death rate.

Net migration (in-migration minus out-migration) is the second factor

contributing to population change. Many factors influence the migra-

_ tion decision; but for the Alaska case, it appears that (with the ex- _

ception of military-related migration) migration occurs Targely in
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response to economic opportunity. In the aggregate, relative rates of
unemployment and relative wage differentials in Alaska and elsewhere
should be important in determining the migration decision. At the in-
dividual level, the economic component of the decision is related to

the expected gain resulting from the move. Basically, this is the ex-

~ pected wage differential times the probability of getting a job, less

the cost of making the change. Thus, either a change in relative wage

rates or relative employment opportunities can influence the decision.

That migration is sensitive to economic opportunity is clearly demon-
strated by patterns of migration that occur during and after pipeline
construction. Data summarizing population and changes in population
for Alaska for the years 1965 through 1978 are presented in Table 9.
Both the relative stability of natural increase and the volatility of
net migration are clear. Natural increase has averaged about 1.5 per-
cent per year; while large variations, even in pre-pipeline years, are

evident in the net migration component.

In summary, Alaska's natural population growth is substantially above
that of the nation as a whole. Furthermore, the response of migration
to economic opportunity is clearly evident. Once again, this empha-
sizes the openness of the Alaska labor market.

Regional Economies: Anchorage, Southcentral,
Fairbanks, and the North Slope

Potential 1mpacts of OCS deve]opment w11] not be un1form1y fe]t

throughout the state Rather, spec1f1c regions w1th1n Alaska can be
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TABLE 9. ALASKA POPULATION AND COMPONENTS
OF CHANGE: 1965-1978

(thousands)
Year Total Natural Increase Total Change Net Migration
1965 265.2 5.7 10.2 4.5
1966 271.5 5.3 6.3 1.0
1967 277.9 5.0 6.4 1.4
1968 284.9 5.1 7.0 1.9
1969 294.6 5.6 9.7 4.1
1970 302.4 6.1 7.8 1.7
1971 312.9 5.9 10.6 4.7
1972 324.3 5.5 11.4 5.9
1973 330.4 5.1 6.1 0.9
1974 351.2 5.6 - 20.8 15.2
1975 404.6 5.9 53.4 47.5
1976 413.3 6.3 8.7 2.4
1977 411.2 6.8 - 2.1 - 8.9
1978 407.0 6.7 - 4.3 -11.0

SOURCE: Alaska Department of Labor

32




expected both to experience the brunt of the impacts and to capture
disproportionate shares of the benefits. In the case of the present
proposed lease sale, the Anchorage, Southcentral, and Fairbanks re-
gions shown in Figure 2 can expect impacts as well as where the sale
would occur. Hence, the baseline analysis must address these regions

as well as the state as a whole.

ANCHORAGE AND SOUTHCENTRAL

Anchorage has occupied a central role in Alaska's growth since state-
hood. It has emerged-as a kéy transportation and distributfon center,
as well as assuming a dominant role in the growth of other support
sector activity. The area has also become the state center for petro-
leum industry administrative facilities. Its importance as a seat of
Federal government activity in Alaska has been supplemented by rapid
growth of state and local government. Because of the size of the
Anchorage economy, it tends to refiect total state activity as well as
to impact upon total economic activity in Alaska. It is because of
its central place in the Alaskan economy that economic activity remote

from Anchorage is often significantly tied to Anchorage.

Employment, Labor Force, .and Unemployment

Direct measures of production for the Anchorage economy are not avail-
able. Neither is Anchorage a commodity producer in which resource-
based activity is directly important to total economic activity. This

makes it particularly important to consider the structure and growth
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of employment for Anchorage. While such data are only partially re-
flective of total production, they do provide meaningful insights into

changes that have occurred.

Summary data on Anchorage employment, by broad industry classifica-
tion, for 1965 through 1978, are presented in Table 10. Overall em-
ployment has grown at about 7.3 pe%cent per year, and the rate of
growth exceeded thé statewide rate of 6.7 percent. While growth has
generally been cpnsistent]y upward, it accelerated substantially dur-
ing pipeline construction. Since then, growth of employment has mod-
erated; but the level of employment still exceeds that achieved during
the period of pipeline construction. It is also worth noting that, in
contrast to other parts of the state where pipeline construction play-
ed a significant role in the expansion of activity, Anchorage growth
during this period occurred more uniformly throughout most sectors,

reflecting the region's role as a support center.

Several industries expanded more rapidly than the growth of total em-
ployment, including: mining (13.3 percent); transportation, communica-
tions, and public utilities (8.9 percent); wholesale-retail trade (9.4
percent); finance, insurance, and real estate (11.0) percent; services
(11.5 percent); and state and local government (10.5 percent). Con-
struction, manufacturing, and federal government growth rates were all

below the regional average for the period.
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TABLE 10. ANCHORAGE NONAGRICULTURAL WAGE AND SALARY
EMPLOYMENT, SELECTED YEARS
(thousands)
1965 1968 1970 1972 1974 1976 1978
Emp % Emp % Emp x Emp. 3 Emp % Emp 2 Emp 2

Total NoﬁAgric '

Wage & Salary

Employment 30.678 100.0 34.019 100.0 42.019 100.0 48,252 100.0 58.713 100.0 73.733 100.0 76.893 100.0
Mining 0.371 1.2 0.781 2.3 0.958 2.3 0.806 1.7 1.036 1.8 1.409 1.9 1.874 2.4
Contract

Constr&ction 3.126 10.2 2.438 7.2 3.514 8.4 4,272 8.9 5.882 10.0 .7.587 10.3 6.431 8.4

ég Manufactdring 0.79 2.6 0.834 2.5 1.018 2.4 1.215 2.5 .1.379 2.3 1.629 2.2 1.683 2.2

Transportation,

Communications,

and Utilities 2.618 8.5 =3.046 9.0 3.907 9.3 4,522 9.4 5.583 9.5 7.409 10.0 7.950 10.3
Who]esa]é-Retail 5,279 17.2 6.552 19.3 8.617 20.5 9.948 20.6 12.298 20.9 15,958 21.6. 16.865 21.9
Finance, Insur-

ance and Real

Estate 1.295 4,2 1.452 4.3 1.980 4,7 2.415 5.0 3,151 5.4 4,257 5.8 5.019 6.5
Servicesg 3.767 12.3 4,652 13.7 6.403 15.2 7.725 16.0 10.119 17.2 15.450 21.0 15.538 20.2
Federal -

Government 9.394 30.6 9.216 27.1 9.534 22.7 9.435 19.6 9.925 16.9 9.813 13.3 - 9.896 12.9
State & Local

Government 4.001 13.0 5.022 14.8 6.036 14.4 7.839 16.2 9.242 15.7 9.465 12.8 11.266 14.7
SOURCE : ;'Statistical Quarterly (Alaska Department of Labor), various years.
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The growth of the support sector illustrates the maturing of the
Anchorage economy as was also observed at the statewide level. A com-
parison of statewide and Anchorage support sector employment as a per-
cent of total employment also indicates the role of Anchorage as a
trade, distribution, service, and financial center for the state as a
whole. Employment as a percentage of total Anchorage employment con-
siderably exceeds comparable figures at a statewide level in trade,
finance, and services. For Anchorage, these industries accounted for
48.6 percent of total employment in 1978; whereas for the state as a
whole the figure is only 39.5 percent. The share of tota]'emp]oyment
accounted for by the federal government in Anchorage is also above the
state proportion, and over 50 percent of total‘federal government em-

ployment in Alaska is based in Anchorage.

The data on labor force and unemployment also illustrates the openness
of the Anchorage economy (see Table 11). Over the period from 1970 -
through 1979, unemployment averaged 7.4 percent. While temporarily
dropping during pipeline construction, the unemployment rate. has risen
again to historic Tlevels in the years since completion of the pipe-
line, averaging 7.7 percent for 1978 and 1979. Hence, while rapid ex~
pansion of employment opportunities may temporarily reduce unemploy-

ment, the effects are clearly short-run.

Personal Income

Total and per capita personal income for Anchorage are shown in Table

12, both in current and constantr(]978) dq]]ars. In current dollars,

37



TABLE 11. ANCHORAGE LABOR FORCE, EMPLOYMENT,
AND UNEMPLOYMENT, 1970-1978

Year Emplioyment Labor Force Unemployment Unemployment Rate
1970 45,757 49,024 3,267 6.7%
1971 49,484 53,902 4,418 8.2
1972 52,395 57,535 5,140 8.9
1973 54,299 60,117 5,818 9.7
1974 54,691 58,661 3,970 6.8
1975 64,721 68,481 3,760 5.5
1976 68,420 73,436 5,016 6.8
1977 79,023 84,513 5,490 6.5
1978 74,819 81,551 6,732 8.3
1979 75,424 81,120 5,696 7.0

SOURCE: Alaska Department of Labor, Labor Force Estimates by Area,
selected years.
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both total and per capita personal income have grown every year (at
average annual rate of 14.4 percent and 10.0 percent, respectively)
with considerable incréases_in the rate occurring during pipeline con-
struction. Muoh of the growth has been negated by inflation, however.
In real terms, total incomes grew at 8.2 percent over the period;
while per capita income grew at 4.1 percent. However, both real total
and per capita personal income have declined slightly since peaks
reached during pipeline construction. It is also worth noting that
the growth rates of Anchorage personal income exceeded those of the

state for comparable periods.

Population

Population for Anchorage has grown from 102.3 thousand in 1965 to
185.5 thousand in 1978, at an average annual growth rate of 4.7 per-
cent (see Table 13). This was substantially in excess of the state-
wide growth rate of 3.4 percent. As a result, the Anchorage share of
total state population rose from 38.6 percent in 1965 to 45.6 percent
in 1978. From 1965 to 1969, the Anohorage and statewide populations
grew at about the same rate; while for 1969 through the start of pipe-
1ine construction, the popu]ation of Anchorage grew at about 6 per-
cent. During this period, the state as a whole grew at about 3.6 per-
cent. Both the state and Anchorage populations grew rapidly during
the 1974 through 1976 period (17.7 percent and 20.1 percent, respec-
tively), but the Anchorage population did not peak until 1977; whereas

the statewide population reached a peak in 1976. However, the decline

~in Anchorage population has been proportionately greater than that for
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TABLE 12.

ANCHORAGE PERSONAL INCOME

1965-1978 ﬁz

Current Dollars Constant (1978) Dollars :

Total Total : .

(miliions) Per Capita (millions) Per Capita ;

1965 371 3,412 767 7,056 -

1966 398 3,595 722 7,153 -

1967 462 4,061 900 7,911 B

1968 502 4,228 953 8,027 .

1969 570 4,622 1,035 8,391 -

1970 635 4,997 1,109 8,730 =]

1971 733 5,469 1,248 9,313 B

1972 800 5,631 1,333 . 9,383 L
1973 880 6,031 1,385 9,490

1974 1,114 7,402 1,550 10,299 '

1975 1,625 10,070 2,011 12,463 —

1976 1,903 10,579 2,212 12,296 ;

1977 2,109 11,592 2,317 12,736 E
1978 2,128 11,839 2,128 11,839

Average Annual Percent Growth -

14.4% 10.0% 8.2% 4.1% B

-

SOURCE: Bureau of Economic Analysis, U.S. Department of Commerce. .
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TABLE 13. ANCHORAGE POPULATION

1965-1978

(thousands)
1965 102.3
1966 105.9
1967 107.8
1968 ' 111.6
1969 114.2
1970 126.3
1971 135.8
1972 , 144.2
1973 149.4
1974 153.1
1975 177.8
1976 185.2
1977 195.8
1978 185.5

e GOURCE T —-ATas ka"*Department”of”'I;a’bor. T
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the state as a whole. In 1978, statewide population was 6.3 thousand
below the pipeline peak; while the Anchorage population was 10.3 thou-

sand below its peak.

In summary,‘the Anchorage economy has shown substantial growth over
the entire period reviewed. Steady diversification of the economy is
evident, and the role of Anchorage as an economic cénter for the state
is clear. Furthermore, economic activity remote from Anchorage is
nevertheless often significant for the Anchorage economy because of

Anchorage's central role.

The Southcentral economy includes primarily the Kenai-Cook Inlet,
Seward, Matanuska-Susitna, Valdez, Chitina, Whittier, Kodiak, and
Cordova-McCarthy Census Division. Economic ties exist between the
Kenai-Cook Inlet, Seward, and Matanuska-Susitna Census Divisions and
Anchorage. Anchorage is the primary distribution point for commodity
flows to those areas. Second, the Anchorage population utilitizes the
surrounding areas for recreational purposes. Finally, the surrounding
areas (and in particular the Matanuska-Susitna Valley area) constitute
an important component of the Anchorage labor pool. More broadly, the
Southcentral region as a whole constitutes a labor pool for economic
activity throughout the state. This last tie is the most significant
in terms of linkages between the proposed 0CS lease sale and the

Southcentral regional economy.
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FAIRBANKS
The Fairbanks regioﬁ in the MAP model includes the Upper Yukon, Yukon-
Koyukuk, Southeast Fairbanks, and Fairbanks Census Divisions, and com-
prises Alaska's geographic interior (see Figure 2). The distribution
of economic activity among these regions remains fairly stable dﬁring.
‘the 1970s. The Fairbanks Census Division which includes the city of
Fairbanks captured about 85 percent of regional personél income 1in
both 1970 and 1978. The remaining 15 percent was distributed in di-
minishing amounts among the Yukon-Koyukuk, Southeast Fairbanks, and

Upper Yukon Census Divisions.

Until the mid-1970s, the government sector, consisting primarily of
defense, communications, and the University of Alaska, was the largest
producer of income and employment in the region. Between the late-
1960s and mid-1970s the construction employment, as a proportion of
regional employment, grew from less than 10 percent to more than
25 percent and temporarily became the largest determinant of overall
economic activity. Headquartered in the Fairbanks Census Division,
the northern half of the Trans-Alaska Pipeline System was the princi-
pal sdurcevof direct and multiplier construction employment in the
mid-1970s. The role played by Fairbanks during the 0il pipeline con-
struction reflects the importance of Fairbanks as a center of trans-
portation, distribution, and other economic support for the interior

region.
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Emgioxment

Nonagricultural wage and salary employment by industry in the Fair-
banks region is shown for selected years between 1965 and 1979 in
Table 14. Over the Tl-year beriod from 1965 to 1976, total wage and
salary employment more than'doub1ed from 13 to 32 thousand jobs, aver-
aging yearly growth of 8.5 percent. Over this period, contract con-
stru;tion employment as a proportion of the total increased from
11 percent to 27 percent at the height of TAPS construction in 1976.
Over the same period, federal, state, and local government declined
sharply from nearly half to only a quarter of total wage and salary
employment. The data in Table 14 indicate that employment in the
other industries (e.g., mining, manufacturing, transportation, commu-
nications, public utilities, finance, insurance, and real estate) re-
mained fairly stable between 1965 and 1976. Service sector employment
increased modestly over this period. During the post-pipeline decline
of the late 1970s, total wage and saléry employment declined 23 per-
cent to 24,700 persons. Total government employment increased slight-
ly in the midst of this decline implying that the recession was con-

centrated in other nongovernment sectors of the economy.

Although the data on total employment in Table 14 and 15 differ, the
trends indicated from each data source are similar. Emp]oyment in-
creases gradually through the early 1970s prior to a cycle of abrupt
growth followed by gradual decline to roughly pre-pipeline levels of

employment. The unemployment rate declines during the period of rapid

growth in the mid-1970s, but increases to higher levels in the late
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‘ Emp

Total NdnAgric

Wage & Salary

Employment 13107
Mining | 270
Contract

Construction 1393
Manufacﬁuring 250
Transpoﬁtation,

Communiications,

and U@i]ities 1722
Wholesaﬂe-Retail *

F1nance; Insur-
ance and Real

Estate 386
Serviceg *
Federalz

Goverrment 3181

State &jLocal
Government 2745

1965

jae

100

n

13

24

a1 -

TABLE 14. NONAGRICULTURAL WAGE AND SALARY EMPLOYMENT IN THE FAIRBANKS

1968

Enp

13828
180

997

1736
2152

458
1575

2931

3524

{32

100

13
16

n

21

25

* |
Withheld under nondisclosure regulations.

SOURCE: : Alaska Department of Labor tabulations.

(Persons)

1970

15770
181

248

2119

1794

2905

4034

%

100

n

18

26

REGION, SELECTED YEARS

1972

Enp

17258
2n

1208
245

1969

562
2515

3262

4652

J=

100

19

27

1974

5360
307

2476

656

3546

3131

4646

s

100

22

10

15

13

19

32195
283

8647

3725
4588

5420

2974

5162

12
14

17

16

1979 e

Emp 2
24704 100
* *
* *
* *
* *
* *
859 3
* *
2946 12
6136 25



TABLE 15. LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT IN THE
FAIRBANKS REGION, 1970-1978
Year Employment Labor Force Unemployment Unemployment Rate
1970 15,772 17,317 1,545 8.9%
1971 15,706 17,609 1,903 10.8%
1972 16,453 18,600 2,147 11.5%
1973 16,225 18,423 2,198 11.9%
1974 18,238 19,660 1,422 7.2%
1975 25,691 27,189 1,498 5.5%
1976 25,864 28,251 2,387 8.4%
1977 24,342 27,884 3,542 12.7%
1978 22,043 26,722 4,679 17.5%
1979 21,857 24,958 3,101 12.4%
SOURCE: Alaska Department of Labor, Labor Force Estimates by Area,

selected years (1970-1977).
__special tabulations, 1978-1979.

46

Alaska Department of Labor,




1970s than levels experiénced prior to pipeline construction. Hence,
labor force increases during and immediately after the pipeline boom
were not matched by comparable, sustained increases in total employ-

ment during the period of post-pipeline decline.

Personal Income and Population

As shown 1in Table 16, personal income expressed in current dollars
grew at varying rates from the mid-1960s to the late 1970s. The
eight percent average annual rate of growth between 1965_and 1970
nearly tripled to 23 percent per year from 1970 to 1976. Personal in-
come in 1976, $916 million, expanded over five times the 1965 level.
Although regional income dropped 19 percent to $768 million between
1976 and 1977, the data suggest that this decline was short Tived as
income increased s]ight1y thereafter. Over the entire 13 year period,

personal income grew at an average annual rate of 11.9 percent.

Expressed in constant, 1978 dollars, personal income grew at about
half its nominal rate, suggesting a 6.1 percent average annual rate of
inflation over the same period. After adjusting for population expan-
sion (Table 17) per capita personal income grew at a real rate of

3.5 percent per year.

Population growth is similar to the varied pattern of income and em-
ployment growth in the Fairbanks region except that regional popula-
tion peaks one year earlier than personal income at nearly 79,000 per-

sons in 1975. Over the 10-year period preceding 1975, population grew
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TABLE 16.

PERSONAL INCOME IN THE FAIRBANKS REGION

1965-1978

Current Dollars

Constant (1978) Dollars

Total Total
(millions) Per Capita (millions) Per Capita
1965 180 3,545 372 7,326
1966 190 3,715 345 6,746
1967 191 3,718 372 7,242
1968 206 4,016 -391 7,622
1969 233 4,410 423 8,007
1970 265 4,726 463 8,257
1971 282 5,129 480 8,731
1972 305 5,370 508 8,944
1973 343 6,061 540 9,542
1974 446 7,062 621 9,834
1975 779 9,909 964 12,262
1976 916 13,358 1065 15,531
1977 768 13,194 844 14,500
1978 773 11,452 773 11,452
Average Annual Percent Growth

11.9% 9.4% 5.8% 3.5%

SOURCE: Bureau of Economic Analysis, U.S. Department of Commerce.
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TABLE 17. POPULATION IN THE FAIRBANKS REGION

1965-1979

(Persons)
1965 50,779
1966 51,139
1967 51,369
1968 51,300
1969 52,830
1970 56,077
1971 54,977
1972 56,797
1973 56,593
1974 63,151
1975 78,614
1976 68,572
1977 58,208
1978 67,500
1979 66,314

Average Annual Percent Growth

1965-1975 1965-1979
4.5% 1.9%

S