Anchorage forecasted to lose 2,800 jobs
By NEAL FRIED
er nearly 30 years of modest but
mostly steady growth, Anchorage
lost more than 3,000 jobs in 2016, or
about 2.3 percent of its employment. With
those losses came a 4 percent drop in total
wages.
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Because oil prices remain rela vely low and
the state s ll faces budget challenges, 2017
is expected to be similar, with a forecasted
job loss of about 2.0 percent, which equates
to 2,800 jobs. (See Exhibit 1.)
Last year’s losses began in oil, construc on,
professional and business services, and state
government and have spread into secondary
industries such as leisure and hospitality, retail, transporta on, and financial services.
There are some bright spots for growth, as
Anchorage’s visitor industry will likely add jobs again
in 2017 and health care con nues to grow. However,
these gains will fall well short of oﬀse ng other industries’ losses.

Oil losses will
likely slow down
Anchorage is headquarters for most
of the state’s oil industry employers,
and over 40 percent of the state’s
oil workers are from Anchorage
— 5,200 workers and more than
$700 million in wages — so industry
changes have an especially large
impact. Job losses will probably con nue into 2017, but
will be more modest.
Oil layoﬀs are nothing new in Alaska. If that were the
only nega ve playing out in the economy, the broader
market could s ll grow — something that’s happened
three mes in Alaska’s modern history. This me is different because during the three to four years preceding
the drop in price, oil industry expansion and near-record oil revenue expenditures were the biggest factors
propping up the state’s modestly growing economy.
When that s mulus evaporated in 2015 and 2016, the
broader economy lost steam.
The industry hit record highs in 2014 and 2015 a er
a decade of steady growth, then began to lose jobs in
the last quarter of 2015. By November 2016, statewide
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Second Year of Moderate Job Loss
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oil industry employment was at 11,700, its lowest
level since 2007. Most of the loss was in oilfield service
companies, which make up nearly three-quarters of
industry employment. By the second quarter of 2016,
Prudhoe Bay employment fell to 10,400, its lowest level
since 2010. (See Exhibit 3.) Na onally,
industry employment began to fall in
early 2015 and has also dropped to
2010 levels.
Alaska’s decline was brought on by
low oil prices plus ExxonMobil’s nearcomple on of the giant Point Thompson project and Shell Oil’s pullout.
Low prices also spurred delays or cancella on of other projects, and fewer
new projects are on the horizon. ConocoPhillips’ capital
expenditures fell by nearly half in 2016, for example.
Alaska’s oil patch won’t come to a stands ll, though.
New projects will come, and work will con nue on
exis ng developments, such as Hilcorp’s pursuit of the
Liberty project on the North Slope and its MacArthur
River field redevelopment program in the Cook Inlet region. ConocoPhillips plans to develop Greater Moose’s
Tooth and is con nuing its CD5 work on NPR-A lands.
Caelus Energy Alaska’s recent discovery is a poten al
game changer as well, possibly adding hundreds of
thousands of barrels of oil per day to the Trans-Alaska
Oil Pipeline, and Armstrong Oil and Gas Company’s
recent discovery could produce as much as 120,000
barrels per day.
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Anchorage Job Forecast by Industry
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A similar low year for construc on
Anchorage is also headquarters for the state’s construc on industry, so its contractors are especially
hard-hit by the statewide slowdown. The capital budget hit a 15-year low last year, and oil industry-related
projects that were a boost for the past six or seven
years have fallen oﬀ. Anchorage lost 900 construc on
jobs in 2016, an 11 percent decline, with more losses to
come.

Highway and airport related construc on projects,
which are largely federally funded, will also con nue.
Local contractors could also benefit from some of the
$500 million in construc on ed to the arrival of two
F-35s at Eielson Air Force Base near Fairbanks.

Professional and business services
hit hard, with more to come

Anchorage building valua on was down $49 million,
or 10 percent, for the first 11 months of 2016 and the
number of permits for new residen al housing fell
from 609 to 331 — possibly the lowest level in more
than 25 years. Commercial ac vity also looks sparse,
with rising vacancy rates and uncertainty keeping new
investments at bay. There are no known plans for new
large oﬃce or retail buildings in 2017.

Last year was a low point for Anchorage’s professional
and business services. The sector lost 1,600 jobs, which
was larger than any other industry. (See Exhibit 4.) Anchorage is the statewide headquarters for this industry,
and it was hit hard by a combina on of big losses in oil
and construc on and the near-evapora on of mining
explora on.

A few bright spots include the construc on of a new
$40 million maintenance hangar for Alaska Airlines
and a new $40 million warehouse for The Odom Corpora on. A few new hotels are also possible for 2017.

Architectural, engineering, environmental, and other
consul ng services represent more than half of this
industry, and these employers sustained the biggest
losses in 2016.
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The share of this industry ed to legal, accoun ng,
computer, and other professional services is also likely
to follow the overall downward trend.

So er economy will dent
transporta on demand
Because nearly every Alaska business depends somewhat on transporta on, the overall health of the
economy is the best predictor of the industry’s future
in Anchorage. Because a so er economy is marked
by less moving around, transporta on will lose some
ground in 2017.
Two of the major shipping companies opera ng from
the Port of Anchorage reported declines in freight
volume in late 2016. The Alaska Railroad’s freight
has also dropped oﬀ because coal is no longer being
exported, the Flint Hills refinery closure means fewer
petroleum product shipments, and the overall economy has so ened.
The industry component that’s ed to tourism is
expected to keep growing, but business and government-related travel will decline again in 2017.
On a posi ve note, interna onal cargo moving
through the Anchorage airport is at high levels and
expected to remain high in 2017.
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Services Jobs Hit Hard
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Oil Workforce Drops
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2015

2016

Source: Alaska Department of Labor and Workforce
Development, Research and Analysis Sec on

Tourism will have another good year
Leisure and hospitality includes accommoda ons, food
services, and the arts, entertainment, and recrea on
sector, all of which rely on local consump on as well
as tourists. Anchorage’s industry employment was flat
overall in 2016. In 2017, the visitor-dependent slice of
this industry is expected to grow.
The Alaska Travel Industry Associa on predicts a 2 percent increase in tourists this year. Americans are traveling in ever-larger numbers, and cruise ship bookings
are up. Based on this op mism and strong occupancy
numbers during Anchorage’s tourist season over the
last couple of years, two new hotels are under construc on and others are possible.
The outlook for locally generated ac vity is weaker,
with instrastate mee ngs and conferences down and
less business and government-related travel. Anchorage-based bed and car rental taxes collected during the
first three quarters of 2016 were slightly down from
2015, a year when both registered gains. These losses
will oﬀset some of the growth in the tourist-driven
market in 2017.
Restaurants and bars represent two-thirds of the industry’s employment, and they lost a small number of jobs
during the first two quarters of 2016 a er adding 200
jobs in 2015. A number of new restaurants opened in
2016, but jobs began to decline moderately, possibly because local consumers spent less. These losses are likely
to pick up in 2017 under similar condi ons. New restauALASKA ECONOMIC TRENDS

rants will open in 2017, but other establishments closing
or scaling back will more than oﬀset those gains.

Health care growth con nues
The health care industry has led growth for more than
30 years, and its gains in Anchorage are expected to
con nue in 2017.
Between 2006 and 2016, health care employment grew
by nearly 3 percent per year compared to less than
half a percent for overall employment. During some of
those years, Anchorage’s overall employment would
have fallen had it not been for health care’s gains.
In 2016, Anchorage added about 600 health care jobs.
Because Alaska’s demographics are shi ing toward an
older popula on, growth is likely to con nue.

Marijuana will be
a small boost for retail
Anchorage retail employment con nued to grow during the first quarter of 2016 but by June it was down by
500. This was a clear sign that job losses in oil and construc on were reverbera ng into other industries.
Unlike past years, no large retailers have announced
plans to open in Anchorage in 2017, so retail trade is
expected to lose some jobs.
One niche that will mi gate some retail job loss is the
sale of marijuana. Just a few dispensaries had opened
in Anchorage as of December 2016, but an es mated
20 more are scheduled to open soon.
These new jobs aren’t likely to cancel the industry’s
overall losses, though. If Alaska’s stores follow the
lead of places like Oregon, each store will employ only
about six salespeople. However, marijuana will also
generate jobs in manufacturing, wholesale, and growing opera ons.

Finance will take bigger hit in 2017
Despite economic uncertainty and overall job loss,
Anchorage’s real estate market remained remarkably
stable in 2016. Through September 2016, home sales
were down by just 4 percent: 2,905 sales compared to
3,040 in 2015. Prices were largely unchanged.
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Real estate and its related businesses — mortgage,
tle, banking, and insurance — drive the financial services industry, and though sales remain healthy, this
part of the financial sector is likely to slow somewhat
in 2017. New home construc on is down, the inventory of homes for sale has increased, and the inventory of higher-end homes is climbing. Interest rates
also play a role, and they’re expected to rise in the
near future.
The balance of the industry, which includes banks and
credit unions, is also likely to so en. Both report lower
demand for loans.

Government jobs largely flat
Anchorage’s government employment is forecasted
to remain close to current levels in 2017. Federal and
local government employment will remain at about
the same levels, and state government will con nue to
shrink.
A er nearly five years of employment declines, federal
civilian employment resumed growing in 2016 but the
newly elected administra on has announced plans to
freeze hiring.
No big change is on the horizon for uniformed military. Planned cuts to Joint Base Elmendorf-Richardson,
which would have been significant, have been canceled
or delayed.
State government employment, which includes the
University of Alaska Anchorage, began to fall in May
2015 and was down 4 percent by 2016. Similar cuts are
likely in 2017. Pressure on the state’s opera ng budget
will con nue in fiscal year 2018 and more budget cuts
are in the works. Job losses could be large enough to
cause an overall drop in Anchorage’s government employment in 2017.
Local government employment grew some in 2016 and
will probably hold steady in 2017 unless educa on sustains unforeseen state funding cuts. Budgets for 2017
are expected to be rela vely stable for both the Municipality of Anchorage and for the largest local government employer, the Anchorage School District.
Neal Fried is an economist with the Department of Labor in Anchorage.
Reach him at (907) 269-4861 or neal.fried@alaska.gov.
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