
THE COST OF DOING BUSINESS AND 
THE COST OF LIVING IN ALASKA 
By Kathleen homas and J ohn Boucher 

I 
t is often said tha t the cost of doing business in Alaska far exceeds that 
of other parts of the country. To examine this possibility va rious 
business and living cos ts are eva lua ted for five me tropolitan areas, 

th ree in Alaska and two in the contiguous l nited States. T he three areas in 
Alaska are Fairba n ks, Anchorage, an d J uneau and the two in the 
contiguous Un ited Sta tes are Sea ttle al d Wash ington, D.C. T he costs 
examined include both the direct costs of busin ess and the cos t of 
maintaining employees at the work site. In this art icle th e costs of doing 
business exam in ed art' wage rates, office space rental ra tes , a u to rental 
rates, hotel and motel room rates, shipping rates (a ir and barge), air fares , 
utility rates, insurance rates, heavy fquip ment r n tal ra tes , and the cost o f 
office equipmen t. The cost of living comparisons include costs of food at 
home, housing costs (buying a nd renting), p ersonal income, fa mi ly budget 
comparisons , sh ippin g of p ersonal effects, resid nt ial utility rates, and 
insuran ce rates . 

The data are obtained from a multitude of sources. Some data h ave been 
previously published whil e other data are from an in -house survey 
conducted for thi s article. Sometim es a m ix of methods were used . For 
exampl e, if the da ta fOI Alaska have been p uh l ished, they are u ed bu t a 
telephone survey may have been necessary to ga ther u npubl ished data in 
Sea ttl e and Washington , D .C. W hen the data are from a p ublished so urce 
the source will be noted on the ta bl e represen ting th e da ta . 

For the purposes of the narrative th e data will be exp lai ned and 
summarized. T he detailed data are available in the accompanying ta bles. 
T he data a re useful for comparison purposes but extraneous variaLles 
could result in varia tions in cos ts to indi vidual u sin esses no t obvious in 
the data presented here .. difference in loca le, method of opera t ion, and 
size of opera tions cou ld affect the use of the data. Some of the va ria hles tha t 
should be considered when reviewing the data are li sted below. 

The first variabl e is th at smaller, m ore isolated town s may not have the 
variation in prices ava il able in larger cities . T he data £01 wh ich a range of 
prices is given is n ecessari 1ly not an all inclusive range. For example, the 
ra nge of hotel and motel room rates in J ulleau may ind lIde almost a ll rates 
for the whole town. At th e same time the range of rates in Seattle may cover 
only the medium priced hotels a nd mo tel s. Smaller motels in the Seattle 
area may offer lower rates and la rger, luxury ho tel s may h ave h igher rates. 
With a highly centra lized metropolitan area like Washing ton , D.C., hote l 
room ra tes become cheaper the fa rther away they a re from the cen tra l 
business distric t. T he main point is th at all of these ra tes are med ian ranges 



for comparison purposes only and subj ect to individual variations . 

Secondly, a variation ou ld exist due to lhe q uantilY of a good purchased 
by a fi rm. Discounts are generally given for the purcha e of larger 
quantities of goods whether it is typewriters or heating fuel. Th is fa cror is 
affected by both firm size and commun ity size . The larger the community, 
the greater the q uan tity order d by the retailer, the larger the discou nL 
given to the retailer oy the wholesaler, lead ing to a lower price for an 
individual machine . T he same reasoning wo uld be true [or a larger firm 
that buys directly fro m the wholesaler, rega rdless of tbe size of the 
com m uni ty . The larger the q uan ti ty bought by lhe individual firm the 
lower the price of the individual mach ine. 

Another varia ble to be cons idered is the di fference in the way comm un ities 
opera te. Even when relative prices are comparable, one communi ty may 
em phasize the use of electricity for heating wh ile another may emphasize 
the use of fuel oi l. Some comm uni ties may assi t the devel opment of 
resources or fi rms through fi nanci ngor grants wh il e others rely on the h rm 
to be self suffici en t. 

Smaller com munit ies in Alaska. especially those located some distance 
from a population center have their ow n uniq ue problems and {actors that 
cou ld not be consid red in this survey. I tems tha I have to be brought into 
these areas such as food, fuel oil and other supp lies or local p urd1ases may 
be exorbitan tly expensive. However . one thing to be considered in some of 
these areas is the contribution a subsistance lifestyle ca n make in keeping 
living costs lower . 
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One othlT point to consider is that da w from an al ea may lIot be available 
at the same level of d etail as is ava ilable in a no ther area . Cost of food at 
home, for exa mple, was availab le fo r the ind ividtla l Alaskan commun it ies, 
but the data for Sea ttle and Wash ington, D.C. are for the Western and 
Southern Regions of th e l .S. as p ub lished by the ( 1.5 . Deranmf'nt of 
Agriculture. While no universa l cost of li ving co mparison is av ilable for 
every city in Alas ka and the U .S. , ma ny comm uniti es in both Alaska and 
the C.S. have a McDonald's restaura n l. As such we have df'vi scd the " Big 
Mac \1eal Index" for the purpose o f compari ng Alaska n communities to 
each other as well as to the locale closest to you (See Table VII ). 

Th e da ta presented below are not designed to provide a com prehensive cost 
of living or cost of doing bu siness in Alas ka , but they a re u 'efu l in 
comparing thr,r loca les to a panicular situat ion and therefore gather a 
reasonable idea o f what costs woul d be incurred by locating in Alaska . T h is 
data co mbined with data from other sources ca n give the busi ness person or 
individual a more comprehensive view of the Alaska economy. For the 
business person, the Alas ka Department of Co mmerce and Econom ic 
Development's publication EstabLishing A B usiness in ALaska is high ly 
recommended as a source of inform at ion rang ing from ta xation to labor 
law and financial assistance. T he Alaska Depa rt ment of Labor's Alaska 
PLanning Informat ion is a Vf'ry useful source for labor m arke t informat ion 
such as income data and em p loyment and unem ploymen t by area. Also 
available are more detailed in fo rmation and some o f the source data for thi s 
article such as Cost o f Food a t home. For more detailed information or for 
information regard ing the source of inform ation in this article contac t the 
Alas ka Dep artment of Labor, Resea rch and Ana lysis Sect ion. 

(Tables begm on following page) 
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Table I 
Com pan .. i ve Business Costs by Area 

Except a$ noted, all amounl$ aR in dollars. 

Anchorage Fairbanks Junea u Seaule Wash .. D.C. Vi rginia Balt imore 

Auto Rental Rales 45-50 50·55 48·50 -t7 '50 56·58 

HOld and Motel Room Ren tal RaIl'S 
Winter 
Summer .. 

60-115 
70-125 

50·80 
60-80 

45·60 
50·70 

40·90 
40-90 

40-100 
40·100 

Office Rental Rates 
P~r Sq uare Foot .90-2.15 .80·1.80 1.25·1.65 .30-1.00 900-20.00 

*" 

Heavy Equip ment Renta l Rates II 
Bulldozer 2000-3000 
Backhoe 3000·5000 
Wheel Loader 2000·3000 

Residential Marginal Electric Rates (¢/ KWH ) 
Winter 5.149 
Summ er 5.149 

1150·2500 
1000-1500 
1500-2500 

95 
95 

1150-2500 
1000·1500 
1500-2500 

5.12 
4.08 

1400·2200 
2000-2500 
1500-2000 

5.461 
5.201 

1900-2500 
1200·3500 
1500·3000 

3319 
5.683 

3.780 
6.090 

Commercial Marginal Electric Rates « / J(WH ) 
Wimer 2. 897 9.9« 15,(00) 

758(> 15,(00) 
3.97 4.497« 20,(00) 

3.485(> 20,(00) 
5921 « 3,000) 5.342« 24.5(0) 
3.741 (> 3.(00) 3.047(> 24.5(0) 

Summer 2.897 9.9« 15 ,(00) 
7.58(> 15,000) 

3.97 4.497« 20.000) 
3.485(> 20,(00) 

5.921« 3.(00) 
3895(> 3.(00) 

7.635« 24.500) 
3.047(> 24.5(0) 

Office Machinery Purchase Price 21 
TY~WTiter 
Copy Mach ine 
Calcula tor 

900·1 000 
1600·2000 

100·200 

900-1000 
1600·2000 

100-200 

900·1 000 
1600-2000 

100·200 

800·950 
900· 1600 

100-1 75 

850-950 
1200-1800 

140·180 

Commercial Telephone Rates 
(Per Line. Per Month ) 23.8.') 24.90 28.09 35.84 18.55 



Waler (Per 1000 Gal .) 1.72 2.25 13 .00/ 1 Sl 4000 lSI 196 
I.sO/ add 'l 1000 

Sc=weT 6 .~ 5Empl. 3.031 21.00/Mo. Included Incl uded 

25,356:5Em p l.<25 1000 gal wilh Waler wilh Wa ler 

146 .75~6 Emp . 

I I Prices will vary deIXnding o n lh~ size of equ ip ment and whether an operator'and gasoline are provided . Prices are based o n Ihe approximate eq uivalent 
of a Calerpi llar D~ bulldozer , a 225 Caterpillar backhoe, and a wheel loader with a th ree yard bucket 

21 Prices are based on a) a standard electronic, desktop tYIXwri ter, b) a standard tabletOp-copy machine wilh no spec ial fealures. and c) standa rd 10·key 
ca lcu la tOr, .. fu nction , perant key . 4 key memory, a fluo rescent display , and a ta pe p rinter. 

Table n 

Freight Shipping Co .... II 


Dnlinal;on Cost of Air Freighl 21 Co!t 01 Barge 31 CO!t 01 Pusonal GO<Mh by Barge ../ 

'-" R ate T ax Rate Ra te 
From To (UPou nd) (In Dollars) 21 ($/100 Pounds) ($ / 100 Po unds ) 


Juneau. AK Sea II Ie, WA 16·22 12.50·17.50 9.00-13.00 12.00·13 .00 

S<.'3 111('. WA Jun('a u, AK 25 Ig.OO 9.00· n .OO 15.50·16.00 


Anchora~. AK Seall!e. W A 20-24 1100 !7.00·22.00 15.00·18.00 
Seattle, WA Anchorage , AK 30 16.00 17.00·22.00 J5 .00-IS.OO 


Anchora~. AK Washington. D.C. 45 31.50 

Washington, D.C. Anchorage, AK 48 34 50 


1/ Freigh t prices ar<.' del erminant on a multi tude of lactors and could vary widely . 


21 Ba~ on 5,000 pounds of a representative wh olesale good. Tax is a percentage and will vary deIXndent on C05I, and distance ship~. 


~ / Ba~ on 5.000 pounds o( heavy equipment. 


41 BaIlM on 5.000 pounds of personal . homehold goods. 


http:J5.00-IS.OO
http:17.00�22.00
http:15.00�18.00
http:7.00�22.00
http:15.50�16.00
http:12.00�13.00
http:9.00-13.00
http:12.50�17.50


r 

Tabl~ rn 
P~nal Ai, ftuft 

On~ Penon-Round Trip C<woch 11 

From To C.<m 
0"> 

Anchorage, AX Washing ton. D.C. Sl29B4 

Anchorage. AK Sea ttle , WA 649 74 

Junrau. AK Seattle. WA 476.92 

11 As of ~nd of February 1985. 



Tabl~ IV 
W. Raid in S~lected OcCllplltions II 

Anchorage
Mat-Su 1/ 

Interior 
Region I I 

Southeast 
Region 2/ 

Seall le
Evt'rell 31 

Wash ingtOn . D.C. 
SMSA4/ 

Drafters 7.00-1 6.00 8.00-1250 6.92- 12.00 10.20-12.1 5 8.75-9.38 

Computer Programmers 8 .66-IB~ ) 1.00-16.83 11..'>4-13.00 9.12- 10.98 9.95- IH5 

System, Analysts 12.88-15 .87 15.00-25.00 lUI 12.45-15.50 12 00· 15.80 


Janitors and Maida 	 4.00-15.56 4.00-7.36 4.60-12 .10 5.73-7.55 3.70-4.50 

Carpenters 8.00-25.88 10.00-26.41 12 .50-23 .95 11.9 1-14.32 ' _00-7.50 
Electricians 13.00-24.15 24.77 10.00-21.67 11.93-14.94 8.00·9.00 
Automobile Mechanics 10.00-20.00 9.37-20.00 8.50-22 .11 12.50-14 .9'1 11.90-14 .08 

Truck Dri~n. Heavy or Tractor Trailer 7.50·22.91 1 1.6~-22 .91 10.44-20.96 12.43-14.39 10.00-13.44 

....., 	 Bookkeeping, Accounting, and Auditing Clerks 5.00·11.75 5.75-22.00 5 .00-16.06 6.12-8.38 6.37-6 .88 
Computer Operators 6.20-10.90 8.00-10.00 8.34 -10.96 8.15- 11.10 7.50-8.13 
Data Entry Kt'Ytt3 6.35 12.28 7.09-10.83 6.50-9.81 5.62-7.95 5.33-6.98 
File Clerks 5.00·9.28 5 .64-7 .21 5 00·8.65 4.33-5.28 4.38-4.63 
RKepUonists 5.00-1 0.96 5.19- 10.00 5.00-12.00 5.1 7-7 .50 5.50-6.98 
~etario 6.25-11 .69 6.00·11.06 5.25- 14.45 8.35 -11.63 7.68·9.65 
SwitChboard Operators 5.00-9.22 5.38·9. 11 577-8.65 5.83· 7.95 5.50·7.00 
Typists 5.48-16.60 650-9.50 5.48-13.24 5.70-9.38 5.70-7.75 
Payroll·Timekeeping Clerks 9.73-1 0.50 8.00-.50 6.50- 10.09 6.00-8.43 6.88-738 

I I Wage Ta!e$ for Alaska are entry level wages while wage rates for Seatut'-Everell a nd Washington. D.C. are average wag" rates. 

2/ Source: MaJka ~partment of Labor, Research and Analysis, Wage RateJ fo, Selected Occupa/lons 1984. 

3/ Source!: U.S. ~panment of Labor, Bureau of l4bor Sta tistics, A,ea Wage Su rvey 1984. 

41 Sourcl!: Virginia Employment Commission . Virginia Occupa tional Information Coordinating Commillee. Vi,ginla Occupational Demand, Supply 
and Wage In/oml4llion. 

http:6.00-8.43
http:6.50-10.09
http:8.00-.50
http:9.73-10.50
http:5.70-7.75
http:5.70-9.38
http:5.48-13.24
http:650-9.50
http:5.48-16.60
http:5.50�7.00
http:577-8.65
http:5.38�9.11
http:5.00-9.22
http:7.68�9.65
http:8.35-11.63
http:5.25-14.45
http:6.00�11.06
http:5.50-6.98
http:5.17-7.50
http:5.00-12.00
http:5.19-10.00
http:5.00-10.96
http:4.38-4.63
http:4.33-5.28
http:5.64-7.21
http:5.00�9.28
http:5.33-6.98
http:5.62-7.95
http:6.50-9.81
http:7.09-10.83
http:7.50-8.13
http:8.15-11.10
http:8.34-10.96
http:8.00-10.00
http:6.20-10.90
http:6.37-6.88
http:6.12-8.38
http:5.00-16.06
http:5.75-22.00
http:5.00�11.75
http:10.00-13.44
http:12.43-14.39
http:10.44-20.96
http:1.6~-22.91
http:7.50�22.91
http:11.90-14.08
http:8.50-22.11
http:9.37-20.00
http:10.00-20.00
http:8.00�9.00
http:11.93-14.94
http:10.00-21.67
http:13.00-24.15
http:11.91-14.32
http:12.50-23.95
http:10.00-26.41
http:8.00-25.88
http:3.70-4.50
http:5.73-7.55
http:4.60-12.10
http:4.00-7.36
http:4.00-15.56
http:12.45-15.50
http:15.00-25.00
http:12.88-15.87
http:9.12-10.98
http:1.00-16.83
http:8.75-9.38
http:10.20-12.15
http:6.92-12.00
http:7.00-16.00


Tabl~ V 
Companlli~~ Li~ing Cons by Aro 

Anchorage Fairbanks Junea u Seauie Wash ., D.C. 

Cos I of food for a w~k (2 ad ul ts ; J ma le chi ld 13, 
1 female child 8) 21 

Housing 
Home purchase price:V ( ~ br., 2 ba ., fr , 2000 sq. fl. ) 
Renta l of similar un it 
2 Bedroom ApI . renta l 41 

$84 .% 

147 ,000 
1,200 

600·800 

$90.26 

159,000 
1,200 

600·800 

$92.59 

155,000 
1,200 

650·800 

$83 .10 

110.000 
550-750 
400-600 

$77 .30 

135 ,000 
675· 1200 

·150· 750 

$110,000 Homeowner Imufaoct Premium 51 
Low Risk 
High Risk 

~50·570 
800· 11 50 

375-550 
750-1250 

300·475 
625· 1075 

230·325 13 1 
450-60013 , 

475-500 

55 ga l. h lg. o il (diesel #2 or eq u ivalent) 6/ 65·75 65·75 65·75 65-75 65 ·75 

00 

U lilities 7 i 
Water 8c Sewer (1000 cu . ft) 
Res idential rate IOOO kw 
Garbage collection 
Telephone res. pr iva le li ne 

28.~0 

GO.·)7 
10·J2 
9-15 

39.60 
104 .91 

1000 
I 1-18 

38. 00 
117.05 

19 .18 
13·25 

1450 
28-58 
11. 95 
13.59 

15.70 
45-60 

N.A I I 
6.50·1 4.00 

Transportation 
Auto insurance premium ( 1983 ChMlY C...ava lier 

or eq ui valent) 5 ; 
Ga,oline ( I gallon, regu lar) 81 

500· 1075 
1.09 

475·1100 
1.37 

400·650 
1.44 

325-500 

Daycare 91 
1 m o nth/ l preschool loddler 353 358 375 197 -323 197 ·3 23 

Pro~ny Tax Millage Rates 1984 101 
CilY Proper 
Rate o f 5urround lflg servin' areas 
Local Sa les Tax 

991 
4.89· 10 .10 

0% 

8.8 
70-170 

0% 

892 
8.54· J068 

4% 

10 .63 
9 . 00· I~ . OO 

6.5% 

12.20-2 1.30 

6. 0% 

1981 Urban family Budget Consumption adjusltC by Local CPI·U 
Higher 
Intermedla le 
Low 

34091 
25868 
19689 

29472 
21784 
15%8 

298 19 
21798 
14684 



MediClI Cost.! III 
H ospita l Sem i-Private Room Ra te 257.63 276.50 216 .20 280 .41 
Average Cost to Hospital per Day 1981 (by slate ) 453.00 453.00 45300 315 .00 43060 
Average CoSt to H ospital per S tay 1981 (by state) 2627.40 262740 262740 1795 .50 370320 

Dental Chargn 121 (by state) 
In itial Ora l Exam 27 27 27 12 
P rop hy laxis-Aduh 50 50 50 2 1 
Perma nent Amalgem Filling-Adul t 67 67 67 32 
Compos ite Resi n Fill ing T wo Surfac,.s 74 74 :'1 34 
Porcelain Crown wit h Go ld 431 431 4:;1 336 

Not available or no t applicable 

Footnote. for Table V 

11 Paid Via Homt'owner T axes 

21 COS t offood at home for a week on a low cost food p lan for 2 ad ults aged 20-50: I ma le ch ild dge 13, I female ch i Id ageS. Alaska n communities are 
<.D from Universi ty of Alaska Cooperati ve Ex tensio n ServICe "Cost of Food at Home for a Week" Dec~mber 1981 _Sea ttle and Washington, D.C. are 

Northwes t and Sout hern U .S. reg iona l estimates from the U.S. D~partmen t of AgTl cul tu n: fo r Jan uary 1985. 

31 Coldwell Banker Nationwide Relocatlon Service. J anuary 1984 

41 From classified ads 01 community 's newspaper 

~I From Alaska Depanment 01 Commerce and Economic Developmen t. Div ision of Ins urance. Washington : In smance Serv ices O ffice, 1984: 
WashinglOl;l, D_C. -District of Columbia Insurance Div ision. 

61 Alaska o bservations: Energy Assistante Progra m, Departnlrnt o r H ...a lth and Social Sen- ices , 

7I Phone survey of respenive utili ty for som 

81 Alaska o bservations from "Cost of Food at H ome for a Week " . 

91 Alaska observations,child carecoordinaler. Alaska Oepartmenr of Community and Regional Affairs, Co m m unity Development and Child Care 
Programs. NaLional Ob~rva tion : Child eare Anion New" January-February 1985. 


( F oom ott"j contm ut'd next pag~) 




foolnolCllor Tabl~ V 


101 Phone survey of n"Venuc.' offices for the locale. 


I I I 	 Source Book of Hc.-alth Insurance 1982-1983. Health Insurance Association of Amer ica. 

121 	 Washington. D.C. obser.'ations are lor 1982 from Source Book of Health Insurance. Alaska Da ta is for 1984 from Health Insura nce Associat ion of 
Amc.-rica, unpublished data. 

T able VI 

Income Data by Area 


Anchorage Fairbanks Juneau Sealll~ Wash. , D.C. 

Estimated 198~ Median Income of Four Pe-rso n 
Families (by sta te) I I ~8.2~8 38 .2~8 38.2~8 30,185 28,701 

~ 

1983 Per C.apita Personal Income (by state) 21 17.194 17,194 17,194 12.177 15 ,744 

1982 Per Capi ta I ncome by County and
0 Census Division I I 	 18.429 18.381 19.889 13 .239 15.064 

II U.S. Department of Com merce, Bureau of the Census. 

21 U .S. Depart ment of Commerce, Bureau of Economic Analysis. 


Tabl~ VlJ 

The Cost of a "Big Mac" Meal by Location 


Alam. Seaule and Wuhington D.C. 


Eagle Mat -Su 
Anch orage River Fairbanks Juneau Kodiak Valle), Soldotna Sean le Wash. DC 

Big Mac $ 1.55 $1 .55 SI.65 SI75 SUS S I.55 SUS S1.30-S 1.39 $1.43-$1.·17 
Large Fries .80 .80 85 .90 .90 .80 .85 .65·.75 .80-.85 
Medium Drink .75 .75 70 70 .75 .75 .70 .50· .60 .50-56 

T otal Meal $3.10 $3 .10 $3 .20 $335 S340 5310 $3 .30 S249·S2 .74 I I S2 'i3 ·52.88 I · 

II The total cOSt is per locat ion and may not equal the sum of the cost for the high and low cost per ite m. 




