
Alaska's Employment Outlook 

By Edward Eboch 

~nttoduction 

s ince the early 1970s, Alaska's economy has been driven by 
the pursuit of oil. Through the rest of the 1980s and well into 
the 1990s Alaska's economic performance will continue to 
depend upon world oil markets, While other activities will 

add employment, they cannot begin to offset the impact of employ
ment cuts in the oil and gas industry and the employment cuts in state 
and local government that have resulted from declining oil revenues, 
at least not through the forecast period of 1987 and 1988', 

Tourism will fall below the level of 1986, The world EXPO in Vancou
ver Canada and terrorist activity in Europe resulted in record num
bers of tourists coming to Alaska this past year While current 
exchange rates bode well for Alaska's tourism industry, now that EXPO 
has closed and the concern about terrorism has abated, tourism will 
decline despite current exchange rates which are favorable for the 
industry 

In addition, the tourist industries in other states and countries have 
become more competitive While tourism is expected to be signifi
cantly better tha'n in 1985 and to continue to improve throughout the 
decade, it will not reach the levels of 1986 for several years, 

Figure 1 
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Hard rock and coal mining, other promising industries, are unlikeiy 
to impact the economy during the forecast period. Even if all the most 
promising mining ventures-Red Dog, Green's Creek, Quartz Hill, and 
Beluga Coal-were to come on line during this period, total direct em
ployment would be less than 2,000. 

Small amounts of employment are anticipated from the Red Dog and 
Green's Creek ventures, but full employment levels are not expected 
until after 1988. Longer term, these mining ventures and other miner
al prospects will add significantly to Alaska's employment and will 
help diversify the economy 

Other projects and proposals to diversify Alaska's economy being con
sidered hold promise in the future, however, they will have little im
pact on Alaska's economy over the next two years. Two events could 
make a significant change in the forecast : (1) if the price of oil were 
to increase to over $20 a barrel on the world markets (and be per
ceived to remain there) or (2) if contracts for North Slope gas were 
signed 

On the bright side is the military expansion. The impact of the mili
tary on Alaska's economy is often overlooked. Since World War II, 
Alaska has been recognized for its strategic military importance. The 
military continues to expand its presence in Alaska providing direct 
civilian jobs, construction projects, local purchase of materials and 
services, and an injection of cash into the economy from the spend
ing of military personnel At this writing, the military plans continued 
expansion in Alaska. 

Assumptions 

A forecast is a prediction of what will happen in the future based on 
an assumed set of circumstances. In any forecast the outcome is one 
influenced by one or more critical assumptions. There are several 
key assumptions in this year's forecast in addition to those of a more 
general nature discussed above. 

The price of oil is anticipated to remain in the $15 to $18 range and 
the state's operating and capital budget is expected to be close to the 
$1.9 billion level presented to the legislature. The budget for the fol
lowing year will be no greater than this year's budget. 

Besides the loss of employment and population, there will be a greater 
loss in purchasing power in Alaska. Wages and hours worked in many 
industries have been declining and there is little in the outlook to sug
gest improvements during the next two years 
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Additional losses in purchasing power are anticipated as local and 
state government employees are under pressure to make wage and 
benefit concessions, In addition, hiring will occur at the lower pay 
levels where possible and duties will be reassigned or transferred 
to the private sector to cut labor costs, Simple employment multipliers 

:e no longer reliable in estimating the impact of losses in the basic 
sector, 

An important consideration in examining the forecast numbers is when 
change occur, Annual average numbers do not always appear to 
match the common perception of what is happening in the employ-

Table I 

Alaska 


Industry Employment Forecast 

1987-1988 


Percent Percent 
1986 1987 Change 1988 Change 

Nonag Wage & Salary 222,100 21 3,200 -4,0 208, 300 -2, 3 
Mining 9,000 8.200 -8,9 8.300 1.2 
Construction 13.200 Il,l 00 -1.6 12.100 9,0 
M anufacturing 12.400 12.300 -0 ,1 12,300 00 

food & KlOdred Products 6.600 6,600 0,0 6,600 00 
Lumber & Paper P'roducts 2,600 2.600 0,0 2,600 0,0 
All Other ManufacturlOg 3.200 3.100 -3, I 3.100 00 

Trans, Comm, & Utiltties 18,200 18.100 -5 ,5 17.900 -l.l 
Trucking & Whseing 2.300 2,200 -4 ,3 2,100 -45 
Water Transport 1.300 1.300 0,0 1,300 0,0 
Air Transport 5,400 5.400 00 5,400 0,0 
Other Trans, Comm, & Utililles 9,300 9,200 -l.l 9,100 -l.l 

Trade 44,300 42.600 -3,8 40.800 -4,2 
Wholesale 8,100 7.800 -3 ,7 7.700 -1.3 
Retail 36.300 34,800 -4, I 33,100 -4,9 

Gen , Mer. & Apparel 5.300 5,100 -3,8 5.000 -2 ,0 
food Stores 6,000 5.800 -3,3 5,500 -5 ,2 
Eating & Drinking PI. 13,400 12.700 -5,2 11,900 -6,3 
Other Retail Trade 11 .600 11.200 -3.4 10.700 -4,5 

finance-Ins, & R,E, 12,700 12,200 -3 ,9 11.500 -5,7 
Ser vIces 44.200 42.500 -3 ,8 40,100 -5,6 
Government 68.200 66,200 -29 65,000 -2,3 

federal 18,100 18,600 2,8 18.800 I.l 
State 20,200 19.200 -50 18,800 -2 , I 
Local 29,900 28.400 -5,0 27.400 -3 ,5 

AssumptIOns 

1. The price of 011 will range between $15 and $18 per barrel through the 
forecast period, 

2, The sta te budget for state fIscal year 1988 wi ll be approximately $1.9 billion, 
3, Yen / $ exchange rate will remain favorable to Alaska's export products, 
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ment market. For example, changes in state and local government em
ployment occur mid-year. In calculating annual averages, the average 
of the first half of the year and the average for the second half of the 
year may differ significantly. State government employment averaged 
20,600 the first half of 1986 while it averaged 19,800 the second hal' 
of 1986, for an annual average of 20,200. 

Table 1 gives the statewide employment forecasts by industry while 
each industry is discussed below in detail. In addition to the statewide 
employment forecast, there are employment forecasts for the 
Anchorage/MatSu, Fairbanks, and Southeast regions. The differences 
in the forecasts result from the timing of the changes, not the level 
of changes anticipated. The statewide forecast anticipates the decline 
over the next two years to happen gradually while the regional fore
casts expect the declines to occur more rapidly in 1987 and then to 
diminish in 1988. The forecasts generally agree as to the total impact 
on employment during the next two years 

Mining 

The mining industry is composed of oil and gas extraction, coal min
ing, metal mining, and nonmetal mining. The oil and gas sector ac
counts for over 90% of employment in this industry. 

The worst is over for the oil industry. Cancellation of exploration ac
tivities, reorganization of companies, sales of affiliated mining ven
tures, and other adjustments to falling oil prices are largely completed . 
After the precipitous fall in employment that started in February 1986 
employment is expected to stabilize in 1987 as the year progresses. 
By late 1987 additional development activity will result in a small in
crease in oil and gas extraction employment. 

While the short term outlook remains poor, the long term outlook fo 
the oil and gas industry looks very good. The continued development 
of the North Slope fields, opening of the Arctic National Wildlife 
Refuge, and the gas pipeline projects all bode well for this industry 
by the 1990s. Unfortunately, none o[these events will help change the 
two year outlook for oil and gas industry employment 

The metal mining industry has been depressed [or some time. With 
current low world prices [or most minerals, the short term outlook for 
this industry is not attractive. While the Red Dog and Green's Creek 
mining ventures will proceed, these will have little impact on total 
metal mining employment before 1989. The same situation exists [or 
the coal mining industry. Expansion of existing mines will not result 
in much of an increase in employment With the current difficulty in 
obtaining coal contracts, additional ventures are unlikely to develop 
over the next few years. 
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Employment in the nonmetal mming industry, made up largely of sand 
and gravel and other mining in support of construction, will depend 
on how the construction industry fares over the next two years. This 
sector has suffered cuts as construction has declined to the point that 

-::Iditional cuts in employment will be difficult. With construction 
t-lrojected to decline in 1987, employment in nonmetal mining will re
main relatively flat the next two years 

Construction 

The construction industry has experienced the greatest loss in em
ployment of any industry since the onset of the downturn. The fall in 
construction employment began in 1985 before total employment 
peaked, and the industry's losses have been far greater than any other 
industry through the end of 1986. Unfortunately the outlook for this 
industry remains bleak. After suffering losses of 35% in employment 
from 1984 to 1986 the construction industry is expected to suffer an 
additIonal 16% loss in employment In 1987. 

For a long time it was assumed that state funded projects were the 
major contributor to construction employment during the boom. The 
industry was found to be more diverse than expected. In the study, 
Nonresidents Working in Alaska, it was estimated using 1984 data that 
approximately 16% of construction employment was related to state 
funded projects. O~ and gas projects, the military and other federal 
government projects (Bureau of Indian Affairs, Forest ServIce, the 

- Corps of Engineers and others) plus private residential, commercial, 
industrial, and utility activities make up the rest of the demand for 
construction employment. 

In 1987, state funded and oil related projects will decline in value, and 
because private commercial and residential space is currently over

uilt , little activity will occur in these areas. However, the military and 
0ther federal departments are anticipated to have significant construc
tion activities. These projects plus state and local government projects, 
maintenance and development on the North Slope, and a significantly 
reduced private residential and commercial sector will still result in 
construction being over 5% of total employment. 

In 1988, constructIOn will be one of the few industries that will rebound 
from the previous year. A firming of the price of oil will have oil com
panies increasing development activity on the North Slope by the end 
of 1987. Increased military construction and a change in the general 
outlook by the end of 1988 will result in an increase in private sector 
construction as well. 
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Manufacturing 

The manufacturing industry is the one industry that should [are well 
over the next two years The favorable exchange rate is good for both 
the seafood and wood products businesses. 

The seafood industry has gradually expanded into bottom fish and 
mariculture activities. While relatively small when compared to the 
traditional seafood activities, their growth over the past few years has 
been impressive. With the health concerns over red meats, the US 
market for seafood will continue to expand, offenng additional op
portunities for Alaska seafood products The conditions seem good 
to insure an expanding industry with improving prices 

The wood products industry has returned to making a profit after 
several years of hard times. Here the elements for success are mixed. 
The current exchange rate makes Alaska' timber more competitive 
in its Far East markets; and as long as the US market for northwest 
timber remains strong, Alaska wood products sales should have less 
competition from the US. Northwest timber producers This offers 
potential for growth and already there is increased timber harvest
ing activity outside 'the traditional Southeast Alaska Region The next 
two years should be relatively good to this industry although employ
ment gains will be small. 

The other manufacturingefirms are concentrated in newspapers and 
other printing, oil refining, chemical and allied products, and construc
tion related manufacturing. The construction related firms have 
suffered declines and will continue to see smaUlosses. The other firms 
in this sector will gradually reduce their employment as conditions 
change but the losses will not be significant 

Transportation, Communications, and Utilities 

The transportation industry will manage relatively well the next two 
years. Trucking and warehousing will be down as construction ac
tivities and general trade decline, Water transportation employment 
(which is heavily influenced by the success of the wood products in
dustry and, to a lesser extent the seafood industry) will remain flat 
over the next two years. Air transportation will suffer from the general 
economic decline but should benefit from both tourism and the 
seafood industry success, 

There will be slight declines in the other transportation, communica
tions, and utilities sector which includes school buses and other bus 
services, pipelines, radio and television, telephone, telecommunica
tions, and other utilities and transportation services. Many of these 
firms provide basic services where it is difficult to cut employment 
beyond that already made. However, some slight losses are expected
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Trade 

The loss of purchasing power by residents of Alaska will have a later 
and greater impact on the trade industry than has been anticipated 
previously. The trade and services industry is unaware of how impor
' nt local resident purchases are to their businesses. Whlle a loss in 

,tTIployment of 10% from the highs of 1985 is projected the loss in in
come will be greater-perhaps as much as 20%. 

While tourism will be strong, although less than last year, many reta il 
outlets will begin to understand the impact of the loss of local pur
chasing power as 1987 continues. The trade industry IS more sensi
tive to declines in income than to declines in employment, since 
employment includes a count of nonresidents By the second half of 
1987 layoffs will increase and stores will close in the retail trade sector. 

Wholesale trade will be impacted less over the next two years than 
will retail trade. Wholesale trade employment has declined signifi
cantly since 1985, largely those losses have been related to construc
tion. Additional losses are forecast for wholesale trade, but as the 
economy declines these losses will be small relat ive to losses ex
perienced elsewhere. 

Finance, Insurance and Real Estate 

In 1986, losses in real estate were largely offset by gains in the bank
ing, insurance and other financial service sectors. We are now see
ing losses in employment spread to other areas of this industry. 
Additional losses in the real estate sector are anticipated for 1987 with 
some strengthening of this market towards the end of 1988. Losses 
in the other financial sectors wIll increase as 1987 proqresses 

Several banks and savings and loans in Alaska are in trouble and will 
"'ither close or be merged to stronger Alaska banks or to outside 

anks. Other banks will have to consolidate their operations and trim 
their workforce to remain viable. With the loss in discretionary income, 
less money will be available for investments. The result will be an in
creasing decline in employment in "the finance, insurance, and real 
estate sectors into 1988 as firms in thIs industry adjust to the realities 
of lesser income for financial services. 

Services 

The service industry has experienced losses of employment in sec
tors largely related to the decline in construction, such as architects 
and engineers The other areas of services are begmning to feel the 
impact of Alaska's recession after several years of robust growth The 
losses in these other areas of services will continue to intensify as firms 
and individuals cut nonessential services. 

7 



Business and government travel has declined as reflected in the year 
to year losses in hotel, motel and related services Additional losses 
in hotel and motel employment are anticipated this year because of 
a reduction of activity in the oil industry, cuts in the states budget, and 
a slight decline in tourism. 

Medical services have continued to increase even as the economy 
declined. As the population drops in 1987 and the loss in benefits and 
reduced incomes are felt, the demand for these services will be 
reduced . Hospitals, clinics, medical, dental and other health services 
(especially those dependent on state funding support) will continue 
to cut employment as they adjust to the difficult economic times. 

As incomes drop local residents will cut back or delay the purchase 
of local services. Beauty shops, laundry and dry cleaning establish
ments, automotive repair, shoe repair shops, motion pictures, bowi
ing alleys, the theater, and other personal and recreation services 
firms dependent on the local consumer will close or be forced to 
reduce employment. 

Finally, business will reduce their use of advertising, commercial art, 
cleaning and maintenance, management consulting, equipment ren
tal, educational services,membership organizations, accounting and 
auditing, and other business services while they try to weather the 
economic downturn. 

Government 

There will be a dramatic decline in government employment as state 
and local governments are forced to cut expenditures. This comes 
on top of already significant cuts in employment at both levels of 
government during 1986. 

This decline is significant to Alaska and its communities becausE. 
government's impact is much like that of a basic industry. Individuals 
and businesses in the state pay only a small portion of the cost of 
government. 

To what extent communities are willing to see education, social 
services, road maintenance, and other services decline is uncertain 
At the time of this writing, spending cuts appear more likely than an 
increase in local taxes or the adoption of a state income tax or other 
state taxes. As the impact of these cuts is felt, there will be additional 
pressure to increase local and state taxes; however, any impact of 
these taxes will not be felt until late 1988. As a result both levels of 
government will be forced to cut employment through 1988. 

The federal government will continue to expand its presence 10 

Alaska. Military expanSion will be the primary source of the growth 
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in federal civilian employment; however, this growth in federal em
ployment will not be sufficient to offset the loss in state and local 
government. 

Conclusion 

Without a dramatic turnaround in the price of oil or the signing of con
tracts for delivery of North Slope gas Alaska's economy will continue 
to suffer employment losses through 1988. The impact of less spend
ing by oil companies, reductions in state. direct spending, and cut
backs in grants for education and community operations mean 
additional losses in employment over the next two years This follows 
a loss of 3.7% in employment from 1985 to 1986. 

The trade; finance, insurance, and real estate; and service industries 
were built on the premise that expansion would continue. So far they 
have been slow to contract as the economy has lost employment and 
people have gradually change:1their consumption habits. 

Good news about consumer spending will be hard to find over the 
next two years. The combined effect of losses in employment and 
population, reduced income of those working, and the uncertainty 
created by the economic downturn will result in the reluctance of con
sumers to spend on discretionary items. 

In addition, there 'JIlill be a loss of purchasing power far greater than 
the loss in employment as wage concessions are made, more part time 
help is hired, and average hours worked decline. This loss of income 
will impact the secondary industries heavily in late 1987 and 1988. AB 
a result these industries will suffer a greater loss in percent of em
ployment over the next two years than the loss in total employment. 

The only good news for Alaska is in the manufacturing industry where 
the wood products and seafood processing sectors will continue to 
mcrease employment. This will have little impact on the overall direc
tion of the economy, however, because there is nothing on the horizon 
that will begin to offset the losses as a result of the contraction in the 
oil industry and the cuts In government spending. 

Alaska's economic recession will continue over the next two years, 
causing dislocation and hardship for many of its residents. The longer 
term outlook is for a turn-around by 1989-1990 as oil companies begin 
to increase exploration and development efforts (with improved oil 
prices), several mining ventures begin to add employment, and the 
expanded military presence continues to make a contribution to the 
economy 
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Anchorage Employment Forecast: 
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n the horizon for Anchorage are employment declines 01 

5,0% in 1987 and 14% in 1988, This follows a 4,6% decline 
in 1986, Although the declme in total employment is as great 
from 1986 to 1987 as from 1985 to 1986, the industry mix of 

employment losses is changing , The most significant change is the 
decline in construction employment losses and the increase in govern
ment employment losses, Trade replaces construction as the indus
try with the greatest loss in employment in 1987, and government 
replaces trade in 1988, 

The most critical variables in this forecast are oil prices and the state 
revenue/budget situation , This forecast assumes that the state fiscal 
year (SFY) 1987 budget deficit is solved, and that Anchorage's por
tion ($36,5 million) of the frozen $163 million in capital project funds 
for SFY 1987 is released, In addition, oil prices are assumed to re
main between $15 and $18 per barrel, and the SFY 1988 and SFY 1989 
state budgets are in the $1.9 billion range-with both capital and oper
ating portions declining and the capital spending share returning to 
17% to 20% of the total budget 

Govemment 

Although oil prices began falling in 1981 they did not drastically im
pact state and local government employment until the second half of 
1986 (the beginning of SFY 1987) Layoffs in state and local govern
ment will continue at a moderate pace through the first half of 1987, 
The SFY 1988 budget (beginning July 1987) will compound the ratr 
of employment declines, in both educational and noneducational 
branches of government. Declines will continue during SFY 19890uly 
1988 to June 1989) but employment losses will be less severe, 

Federal government employment and spending will continue to be 
a major factor in Anchorage's economy. Federal government employ
ment will continue to grow, offsetting some of the state and local 
government losses during the forecast period, but the growth will be 
modest 

Mining 

Unlike government, the mining industry, comprising primarily oil and 
gas firms, responded quickly to oil price declines, By spring 1986, 
layoffs in the oil field services firms were widespread and deep; 
however, by 1987 most of the cuts were over, The need for additional 
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Figure 1 
Anchorage Employment 
1975-1988 
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support staff for expanded oil field operations on the North Slope will · 
help Anchorage oil and gas employment recover in the last half of 
1987 and result in slight employment growth in 1988. 

Construction 

Construction employment is forecast to decline less each successive 
year through 1988. The forecast assumes that state capital spending 
continues to fall but the residential building sector will hit bottom in 
1987, particularly new construction, remodeling, and maintenance ac
tivity In addition, employment declines in heavy construction (con
struction work such as highway, water, sewer, and bridge construction) 
Nill remain stable in 1987 and decline only moderately in 1988. 

The larger heavy construction projects planned for 1987 include the 
continuation of the Eklutna Water Project, start-up of new municipal 
land fill, the widening of Glenn Highway from Muldoon to Highland 
Road, and the second phase of the Dimond Boulevard improvements 
to Jewel Lake Road. Indeed, if the Rabbit Creek/ DeArmoun inter
change is approved in 1987, the outlook for the heavy construction 
sector is brighter. 

Most employment losses in construction will be in the commercial 
building sector. No projects are on line to replace the activity created 
by the construction of the downtown mall and parking garage, Inter
national Airport terminal improvement and garage, the Performing 
Arts Center, and Point Woronzof waste water treatment plant. Of these 
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Table 1 

Industry Employment Forecast 


Anchorage 

1987-1988 

Percent Percent 
1986 1987 Change 1988 Change 

Nonag Wage & Salary 109,300 103,850 -5 ,0 102,450 -14 
Mining 3,600 3,200 -Il.l 3,250 1.6 
Construct 7,300 6,300 -13 .7 5,950 -5.6 
Manufacture 2,600 2,500 -38 2,500 0.0 
Trans, Comm. & Utilities 9,500 9,300 -2.1 9,200 -\.I 
Trade 26,300 24,800 -5 .7 24 ,550 -1.0 

Wholesale 6,100 5,800 -4,9 5,750 -0.9 
Retail 20,200 19,000 -5.9 18,800 -l.l 

Finance-Ins, & R,E, 8,300 8,100 -2.4 8,100 0,0 
Service & Mise, 25,100 23,950 -4 ,6 23,700 -1.0 
Government 26,600 25,700 -34 25,200 -1.9 

Federal 10,200 10.400 2,0 10,500 1.0 
State 7,300 6,750 -7,5 6,450 -4.4 
Local 9,100 8,550 -6 ,0 8,250 -3. 5 

A ssumptions 

I. 	Oil prices will range between $15 and $18 a barrel through the forecast 
period 

2, The state's fiscal year 1987 budget deficit is solved and that frozen capital 
project funds for Anchorage are released , 

3, 	The state's fiscal year budgets for 1988 and 1989 are approximately $1.9 
billion , 

4. Yen/$ exchange rate will remain favorable to Alaska's export products, 

projects, the bulk will be completed during the second half of 1987 
except for the Performing Arts Center which is expected to be com
pleted by mid-1987, 

Federal construction dollars are likely to increase slightly, and at 
worse remain stable during the forecast time frame. The net effect 
of these changes point to Anchorage construction employment levels 
in 1988 comparable to the levels in 1981. though representing a smaller 
share of total employment (5.7% versus 6.7%) 

Secondary Industries 

A recovering oil and gas industry and bottoming out of the construc
tion industry in 1988 will have a positive impact on the secondary sec
tors in 1988. Services is forecast to decline only 1.0% in 1988 after 
falling 4.6% in 1987, Trade will have a similar reprieve, falling 1.0% 
in 1988 after a 5.7% decline in 1987. Finance, insurance, and real es
tate will show signs of recovery and grow modestly in 1988, 

12 



The total purchasing power of Anchorage residents will remain 
depressed below previous years because population is expected to 
fall in 1987 and "real" take-home pay to decline. Although population 
is expected to grow in 1988 as natural increases (births less deaths) 
offset outmigration, the number of wage earners will decrease result
ing in less total income spent in the Anchorage economy 

On the positive side, tounsm in Alaska is expected to grow during 
the forecast period, helping to offset the decline in the purchasing 
power of Anchorage residents. Anchorage lies between many of 
Alaska's most popular tourist areas and is the transportation hub for 
much of Alaska (33% of all the nights spent in Alaska by tourist are 
spent in Anchorage) . 

Thus, tourist related industries can expect increased activity in 1987 
and 1988 and the population driven industries (particularly those sen
sitive to an increased number of young children) will experience in
creases. Firms that are not sensitive to tourism or to increases in the 
number of young children but that are more responsive to total in
come in the economy will not grow. 

Conclusions 

The negatives outweigh the positives during the forecast horizon
construction hits bottom, total income falls, and state and local govern
ment employment and spending continues to decline, pushing the sup
port or secondary industries employment down through 1988. 

A mild recovery in 1989? This is a likely scenario beyond 1988, but 
at a modest pace compared to the 1980-85 period . Growth can occur 
even at oil prices between $15 and $20 per barrel if state budgets re
main in the $1.7 to $1.9 billion range. It is clear that in the future 
Alaskans will need to adjust to less state spending. The mix and level 
Jf that spending will determine the direction and the magnitude of 
any changes in the Anchorage economy. 
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Fa.irbanks Employment Forecast: 
1987-1988 f:i 
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, 

E
mployment losses will continue to plague the Fairbanks 
economy in 1987, however, signs of improvement will begin 
to appear in 1988. Fairbanks' employment is forecast to fall 
4.3% in 1987 and .6% in 1988. (See table 1 for an industry 

breakdown of employment changes forecast for 1987 and 1988) This 
is a far cry from the 6.7% average annual growth rate during the first 
five years of the 1980s, but it is an improvement over the 5% decline 
in employment in 1986. 

Military Expansion 

Even the arrival of the first increment of a new light infantry brigade 
will not prevent employment losses in Fairbanks in 1987. By late 1988 
the employment outlook will begin to brighten because of the cumula
tive economic effect of the deployment of the light infantry brigade 
and related construction activities. 

The deployment of the)ight infantry brigade will not be a panacea 
to Fairbanks' economy in 1988. It will not boost state revenues, replace 
all the construction jobs lost in Fairbanks' economy last year, nor pro-

Figure 1 
Fairbanks Employment 
1975-1988 
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Table 1 

Indu8try Employment Foreca8t 


Fairbank8 
1987-1988 

Percent Percent 
1986 1987 Change 1988 Change 

Total 27,700 26,500 -4.3 26 .350 -0 .6 
Mining 100 100 0.0 100 0.0 
Construction 1,800 1,650 -8.3 1,750 6.0 
Manufacturing 600 600 0.0 600 0.0 
Trans. Comm. & Util. 2,700 2,600 -3 .7 2,600 00 
Trade 5,900 5,550 -5 .9 5,500 -0.9 

Wholesale 900 850 -5 .6 850 0.0 
Retail 5.000 4,700 -6.0 4,650 -l.l 

Finance-Ins. & R.E 1,100 1.000 -9.1 1,000 0.0 
ServIces & Misc. 6,000 5.100 -5 .0 5,650 -0.9 
Government 9,600 9,300 -3.1 9,150 -1.6 

Federal 2,900 3,050 5.2 3,150 3.3 
State 3,900 3,650 -6.4 3,500 -4.1 
Local 2,800 2,600 -71 2,500 -3.8 

AssumptIOns 

I. 	The pnce of oil will remain in the $15-$18 per barrel price range during the 
forecast period. 

2. 	The 6th Light Infantry Bngade will be deployed within the time table provided 
by the Department of Defense on FeDruary 23,1987: 825 soldiers will arrive in 
in FFY 87 and Z89 in FFY 88 (the federal fiscal year runs from October to 
September), that 1,837 dependents will accompany the soliders and 150 new 
civilian Jobs will be created to support the brigade during the 1987-1988 period. 

3. 	ConstructIOn expenditures will ~each $112 million on Fort WaInwright in 
FFY 87 and will exceed $100 million In 1988. 

4. The state budget for SFY 88 WIll be approximately $1 .9 bIllion. 

vide the necessary revenues to local government to prevent further 
local government layoffs 

The light infantry brigade will, however, help cushion the fall in 1987, 
and it will prevent employment from falling as much as it otherwise 
would in 1988. Without the light infantry brigade, employment would 
fall as hard in 1987 as it did in 1986, and little relief would be on the 
horizon in 1988. 

Industry Changes 

Although the total employment losses in 1987 are forecast to be slightly 
smaller than they were in 1986, more industries will be affected. In 
1986 the construction industry was responsible for most (68%) jobs 
lost in Fairbanks while other industry losses were small. In 1987 con
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struction will account for a smaller share, and the secondary sector 
and local and state government will account for a larger share of the 
losses. 

Losses in state and local government employment will grow in 1987 
and will continue to grow into 1988 as the impact of a falling state oper
ating budget is fully felt. This trend will gain momentum in July 1987 
when the state's fiscal year (SFY) 1988 budget begins 

Services and trade will be affected by these declines. Additionally, 
a decline in the area's income as a result of past declines in construc
tion activity will catch up with services and trade. Sluggish North Slope 
activity and an overall slowdown in most other northern and interior 
communities, which depend on Fairbanks as a service, trade, and 
transportation hub, will also impact Fairbanks' secondary sector. 

Construction 

Construction employment will not rebound in 1987, but the hefty con
struction budget of the military should prevent it from falling by dou
ble digit levels. Residential and commercial construction will be down 
and state funded public construction will fall; however, the 1987 mili
tary construction budget should help offset these losses. 

If the projected J11ilitary budget for the federal fiscal year (FFY) 1988 
comes to pass, construction employment would increase in [988. (The 
federal fiscal year runs from October through September.) The con
struction industries share of total employment will remain below histor
icallevels. In 1986 construction's share of Fairbanks' total employment 
fell to a record low of 6.5%, and constructIOn is not expected to In

crease its share during the forecast period 

Tourism-A Mixed Story 

That segment of the visitor industry that caters to visitors who come 
to Alaska for pleasure (64% of all visitors) will continue to grow 
Fairbanks is becoming an increasingly popular spot for both Ameri
can and foreign travelers, and this trend will continue during the fore
cast period. The weak US. dollar should also provide an additional 
incentive for domestic and foreign tourists to travel to Alaska . 

Visitors combining business and pleasure also grace the state each 
year-approximately 17% of all visitors. Nineteen percent of visitors 
come to Alaska for business purposes only. Given present business 
conditions, this segment of the visitor industry is likely to fall off until 
the Fairbanks economy begins to pick up again . 
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Federal Government-The Bright Spot 

Federal government employment is one of the few sectors of the 
economy expected to grow during the forecast period. The Depart
ment of Defense estimates that 150 civilians will be needed to pro
vide support to the brigade during the next two years 

These estimates do not include civilian employment necessary for 
nonappropriated activities such as the post exchange system. While 
there are no immediate plans to hire more personnel in this.area, it 
will eventually be necessary as the additional soldiers and their de
pendents put pressure on these services. If past trends hold at Eielson 
AFB, the number of civilians working there is expected to grow 
modestly. 

Conclusion 

The skittishness of oil prices makes any forecast of Alaska's economy 
tenuous at best, however, given the assumptions, table 1 gives the ex
pected employment levels for 1987 and 1988. The bottom line is that 
Fairbanks will see employment decline. Job opportunities will be 
scarce and competition will be fierce, but, unlike most of the rest of 
the state, Fairbanks has secured some relief during these trying 
economic tImes. 
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Southeast Employment Forecast 
1987-1988 n 
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he outlook for Southeast Alaska employment through 1988 
projects a drop in employment of more than 4% from 1986 . 
to 1988. The trend of declining employment, which mani
fested itself in the first quarter of 1986, will continue through

out the forecast period. Industries which have been sources of em
ployment growth in the region, especially government, trade, and 
services, will experience employment losses during the next two 
years. With the exception of the manufacturing industry, every sec
tor of the Southeast economy is forecast to lose employment through 
1988. 

Employment drops will occur predominantly in 1987 with a gradual
ly slowing rate of decline through the end of 1988. Employment is 
projected to drop 2.8% in 1987 and then 14% in 1988. The most promi
nent reason for the drop is the rapid fall off in revenue to the State 
of Alaska from North Slope oil fields and the after shocks that will 
result. 

The oil revenue decline has put state government into an unpre-

Figure I 
Southeast Alaska Employment 
1975-1988 
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Labor Force By Region and Census Area 

Labor Force 
PI RI PI 

Unemployment 
RI PI 

Rate 
R/. 

Employment 
PI RI 

2187 1/87 Zl86 Zl87 1/87 2186 2187 1/87 Zl86 2187 1/87 Zl86 

A!ask a StatewIde 242,892 236,383 246,892 29,034 27,569 29.841 12 .0 11.7 12.1 213 ,858 208.8 14 217051 

Anch .-MatSu RegIOn 130,404 12,7814 134,124 13,009 12,288 13,242 10.0 . 9.6 9.9 117,395 11 5,526 120,882 
Anc horage Borough. 114,832 112,600 117,945 10,068 9,391 9,99 1 8.8 8.3 8.5 104,764 103,209 107,954 
MatSu Borough. 15,572 15.214 16,179 2,941 2,897 3,251 18.9 190 20 .1 12,631 12,317 12,928 

Gulf Coast Region 25,263 24,200 25,381 4.138 3,987 4,061 16.4 16.5 16.0 21.125 20,213 21 ,320 
Kenai Peninsula Bor 15,748 15 ,043 15.130 3, 144 2,983 3,009 20.0 19.8 19 .1 12,604 12,060 12,721 
Kodiak Is land Bor . 5,627 5,48 1 5,770 363 444 457 6.5 8.1 7.9 5,264 5,037 5,313 
Valdez-Cordova 3,888 3,676 3,881 631 560 595 16 .2 15.2 153 3,257 3,116 3,286 

lnter ior Region 37,298 36,497 37.1) 9 6,049 5,630 6,276 16.2 15.4 16.6 . 31.249 30,867 31,443 
Fairbanks North Star Bor 32 ,076 31.441 32,498 4,94 3 4,640 5,196 15.4 14.8 16.0 27,133 26,80 1 27,302 
Southeast Fairbanks .. 2,224 2,167 2,294 402 367 461 18.1 16.9 20. 1 1.822 1,800 1.833 
Yukon-Koyukuk. 2,998 2,889 2,927 704 623 619 23.5 21.6 21.1 2,294 2,266 2,308 

Northern Region . . 7,880 7,5 1 ~ 7,945 919 780 855 11.7 10.4 10 .8 6,961 r 7,090 
Nome . 3068 2 , 83~ 3,108 423 282 415 138 9.9 13.4 2,64 5 2,693 
Nonh Slope Boroug,h . 2,714 2,654 2,760 IS3 176 ISl 5.6 6.6 5 .5 2,561 2,478 2,609 
Nc rthwest ArctiC Bor . 2,098 2020 2,077 343 322 289 16.3 15.9 13 .9 1,7'35 1,698 1,788 

Southeast Reg ion 31 ,330 30.237 31,254 3,927 4,0 10 4,353 12.5 133 13.9 27 ,403 26 ,227 26,901 
Hames Borough. 888 872 912 148 165 185 16.7 18.9 20.3 740 ~"8 727 
Juneau Borough . 13,235 12,7] 3,240 1. 090 1091 1.3 19 8.2 8.6 10.0 12,145 11.921 
Ket chikan Gateway Bor 6.232 6,082 6,362 712 799 943 II 4 13. 1 148 5,520 5, ,",03 5,419 
PI. of Wales- Outer Ketch 2.401 2,339 2,352 531 549 516 22.1 23.5 21.9 1,870 1,790 1,836 
Sitka Borough 3,633 3,426 3,669 368 301 464 10.1 8.8 12.6 3,265 3,125 3,205 
Skagway-Yakutat-Angoon 1,599 1,535 1.521 427 413 370 26.7 26.9 24.3 1,172 1,122 1.151 
Wrangell-Petersburg. 3,342 3,268 3,198 651 692 556 19.5 21.2 17.4 2,691 2,576 2,642 

Southwest Region 10,717 10,122 10,469 992 874 1.054 9.3 8.6 10.1 9.125 9,248 9,415 
Aleutian Islands 2,707 2,586 2, 587 110 116 72 4.1 4.5 2.8 2,597 2,470 2,515 
Bethel 4,243 4,014 4,229 384 344 493 9.1 8.6 11.7 3,859 3,670 3,736 
Bristol Bay Borough 438 413 419 67 61 60 153 14.8 143 _371 352 359 
DillIngham 1. 950 1.813 1, 874 230 178 209 11.8 9.8 11.2 1,720 1,635 1.665 
Wade Hampton . . 1, 379 1.296 1.360 201 175 220 14.6 13.5 16.2 1,178 1,121 1.140 

PI PrelimInary RI ReVised 1986 Benchmark 

Federal gUldelines require the use of unrounded labor force da ta , adjusted to be consIstent with the Current Popula tion Survey (CPS) In for
mulas used to allocate federal funds. Comparlsons between different hme perlods are not as meaningful as othe r tlme serles published by 
the Alaska Department of Labor; because Alaska's CPS sample size is inadequate to accurately mdicate monthly changes in level. The sam
pling errors are random in nature ; meaning that the unemployment rates, in any gIven month , are as likely to be high as frequently as they 
are low . The offlcial dehmtlOns of unemployment, currently in place, exclude anyone who has made no attempt to find work in the four we ek 
period up to and including the week that mcludes the twelfth of each month. Most economists feel that Alaska's rurallocahtles have propor
tionate ly more of these discouraged workers. 



Industry Emplovment Forecast 

Southeast Alaska 


1987-88 

Percent Percent 
1986 1987 Change 1988 Change 

Nonag Wage & Salary 29.044 28.230 -2 .80% 27.847 -1 .36% 
Construction 1.146 1.053 -8.12% 1.030 -218% 
Manufacturing 3.655 3,711 153% 3.720 0.24% 

food & Kindred Prod. 1.049 1.060 1.05% 1.071 104% 
Lumber & Paper Prod. 2,402 2.450 200% 2.450 0.00% 
All Other Mfg. 205 201 -1.95% 199 -1. 00% 

Trans. Comm & Utilities 2,125 2.094 -1.46% 2.092 -0.10% 
Trade 4.465 4.397 -1 .52% 4,349 -\09% 

Wholesale 332 322 -3 .01% 324 0.62% 
Retail 4.132 4.075 -1.38% 4,025 -1.23% 

finance-Ins. & R.E . 1.187 1.174 -1. 10% 1.163 -0.94% 
Mining, Services & MIsc . 4.500 4.447 -118% 4,447 0.00% 
Government 11.968 11 .354 -5 .13% II. 046 -2 .71% 

federal 2.098 2.075 -1.10% 2.050 -1.20% 
State 5,420 4.979 -8.14 % 4.746 -4.68% 
Local 4.450 4.300 -3 .37% 4.250 -1.16% 

As umptions 

\ Oil Price will range between $15 / 18 /ba rrel through forecast penod . 
2. Yen/$ exchange rate will remain favorable to forest products industry. 
3. Green's Creek make~ contribution to employment in 1988 
4. Quartz Hill does not make employment contribution. 

cedented fiscal crisis, and employment and/or wage cuts in state and 
local government are occurring and will continue to occur. In 
Southeast Alaska, this means trouble for the region's economy. In 1986 

)re than one third of all nonagriculturaJ employment and wages 
.. ere in state and local government. 

Aside from the economic effects that government spending and em
ployment cuts have already had, conservative spending and savmg 
patterns brought about by the uncertainty of the future of the economy 
are having a more profound effect in the secondary industries than 
is warranted by employment losses to date. For example, houses are 
pJaced on the market not because the owners need to sell but be
cause they anticipate that house values will fall. Major purchases are 
put off because of the uncertainty of future employment and/or wage 
levels. Once the future course of the economy becomes more evident, 
the uncertainty factor will subSide. 

Assumptions 

In any economic forecast assumptions are made which are the founda
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tlOn upon which the forecast 1S bullt When last years forecast was 
made one assumption was that the pnce of oil wou ld not fall below 
$20 a barrel through the forecast period Unfortunately, this was a 
faulty assumption and that forecast was outdated practically overnight 
Such is the tenuous nature of forecasting With that in mind the as
sumptions for the Southeast Alaska employment forecast follow. 

Oil pnces will not change during the forecast period sufficiently to 
dramatically affect the state's revenue picture A price range of $15-18 
per barrel was assumed. The yen/dollar exchange rate, which has 
swung dramatically in favor of Alaskan export goods such as forest 
and fish products will continue to remain favorable throughout the fore
cast period Green's Creek mme, one major project on the horizon 
for the Southeast economy, will make an increasing contribution to 
employment Quartz Hill, another major project for Southeast Alaska, 
will make no significant contribution to employment during the fore
cast period 

Construction 

Southeast Alaska construction employment has fallen steadily since 
it hit an all-time high in 1983 of 2,0\7. In 1987 and 1988 construction 
employment will continue to fall but not at the precipitous rate of 31.2% 
that occurred in 1986. The 3\.2% drop occurred on the heels of drops 
of 10% and 8% in 1984 and 1985. 

Since 1975, construction employment has ranged between 3.8% and 
70% of total employment in the region. Typically, construction em
ployment has been 4% to 4.5% of total employment in an average year 
and 5% to 60% of total employment in an active year Nineteen eighty
six was a relatively slow year in Southeast construction after five 
straight years of above average performance The 3.9% share of total 
employment registered in 1986 was the lowest since 1979. 

The outlook for the construction sector in the next two years is grim 
Private residential and commercial co)~struction have slowed drama
tically compared to the last several years State and local government 
construction will also decrease due to the lack of state funds. 

The tremendous amount of work that was done in the early 1980s has 
created excess capacity, especially in residential and commercial 
buildings. Construction employment is forecast to fall 8% in 1987 and 
another 2% in 1988. These two years will be construction's lowest share 
of total employment since 1975, approximately 3.6% of total employ
ment in both years 
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Manufacturing 

Southeast Alaska's manufacturing sector was the bnght spot in the 
region's economy during 1986, in particular the rebound of Alaska's 

"est products industry. In 1986, the forest products mdustry m
deased employment by almost 20%. Most of the increase was in the 
logging and pulp mill sectors. 

The rebound in the Southeast wood products industry is attributed 
to two factors. First, cost-cutting measures in the finished products sec
tor (sawmills and pulp mills) were instituted to decrease costs of the 
final product Second, the yen/dollar exchange rate has made Alaskan 
forest products much less expensive m their primary market of Japan 
These two factors have led to a much more competitive forest products 
industry 

During 1987 a 2% growth in employment followed by a leveling off 
in 1988 is forecast for the forest products industry The reason for the 
slowdown in employment growth is that the sawmills and pulp mills, 
which experienced closings on a regular basis every year since 1981, 
had no major shutdowns in 1986; therefore, if 1987 and 1988 hold to 
this pattern there should be no significant change in employment. The 
logging sector, however, is expected to experience some growth in 
1987, accounting for most of the growth in the industry during the next 
two years. 

The food and kindred products sector of manufacturing has been ex
periencing slow steady expansion during the past few years and this 
is expected to continue in 1987 and 1988 with growth of about 1% in 
both years. Southeast Alaska processors have been experimenting 
with fish products, which could provide them with some activity dur
i"q the off-season; however, the lion's share of employment will con

,Ie to be tied to the success of the salmon catch. Assuming marginal 
::;uccess in the off-season products such as shellfish and bottomfish 
and continued good harvests in the salmon season, this industry looks 
stable throughout the forecast period. 

Transportation, Communication and Utilities 

The transportation industry in Southeast Alaska has four major sec
tors; air transport, water transport, communication and utilities, and 
other transportation. In 1986 three of the four sectors, communication 
and utilities being the exception, experienced slight employment 
growth In 1987 the transportation industry is expected to lose slight
ly more than 1% of its employment and then level out in 1988, 

Of the four sectors in this industry only water transportation is ex



pected to exceed 1986's performance while the other three are ex
pected to fall off slightly 

One reason for the success of this industry In 1986 was the tremen
dous Increase in tourism related transportation during the summer 
months. If early Indications are a barometer, 1987 does not look tl 
repeat 1986's performance especially in regard to number of tour boat 
passengers 

In 1986 Southeast Alaska had two things going for it, the Expo in Van
couver BG, and a fear of overseas travel due to terrorist incidents. 
Without these two stimulants the tOUIlSt traffic will probably drop off 
a little, although it will continue to make a solid contribution to the 
region's transportation industry 

In addition to the anticipated drop off in tourist related transportation, 
the portion of the transportation industry that caters to the local popu
lation is expected to decline also. The communications and utilities 
sector of the transportation industry began to lose employment in 1986 
as the region's population began to drop off. This trend is expected 
to continue throughout the forecast period 

Government 

The government sector will be the largest loser of employment dur
Ing the next two yealS. By 1988 it is expected that there will be a loss 
of more than 900 jobs in the Southeast economy due to government 
cutbacks. Most of the losses in state and local government employ
ment will occur in the third quarter of 1987 as state and local govern
ment budgets adjust to the state's current revenue picture 
Employment losses that occur after the new state fiscal year begins 
in July 1987 will also carryover into 1988 employment totals. 

While federal government spending, particularly military spendin,. 
will be a source of new employment for some parts of the state in the 
next several years, Southeast Alaska will not benefit from the addi
tional spending 

The US Coast Guard is scheduled to undergo a reorganization dur
ing the forecast period which will reduce civilian military employment 
in the region The US Forest Service, the largest federal agency in 
the region, will continue to cut back employment in the area . Over
all , federal government employment is forecast to decline at a rate 
of slightly over 1% a year throughout the forecast period. 

Secondary Industries 

The secondary industries of trade : mining; services and miscel
laneous; and finance, insurance, and real estate will perform slightly 
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better than the overall economy but they will still lose employment 
throughout the forecast period 

'1ining, servIces and miscellaneous employment IS expected to 
2cline during 1987 as the servIces portion responds to lower wages 

and employment cuts in the basic industries of government and con
struction. In 1988 most of the employment losses in the services por
tion of minmg, services and miscellaneous will be offset by 
employment gains at the Green's Creek mme 

Trade employment will be lost predominantly in the retail sector, es
pecially establishments relying on higher disposable income levels 
to sustain a steady business Eatmg and drinking establishments and 
car dealerships are examples of businesses that would be hurt by 
a lower level of disposable income. 

Finance, insurance, and real estate employment is anticipated to fol
low the same trend as the other secondary industries, falling at a rate 
of slightl y more than I % per year. Financial institutions such as banks 
and credit unions that are already experiencing difficulty in the cur
rent economy will continue to do so during the next two years 

One sector of the finance-insurance and real estate industry which 
may buck the industry,trend is Native corporations Since many na
tive corporations fortunes are linked to the success of natural resource 
industries such as timber and fishing, they may experience some em
ployment growth if the manufactunng industry remains healthy dur
ing the next two years. 
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