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In 2016, job losses spread through nearly 
all sectors of Alaska’s economy, and 
more broad-based decline is forecasted 

for 2017. 

Employment losses began in the last months 
of 2015 in the industries directly related to 
oil produc  on, a  er prices fell. Ini  al loss 
was limited to the oil and gas industry and 
closely related sectors, including construc-
 on, professional and business services, and 

state government. In 2016, losses spread 
into sectors not directly related to the oil 
industry.

More downstream job losses are expected 
this year. A  er a 2.0 percent employment 
decline in 2016, the state is forecasted to lose 
2.3 percent, or about 7,500 jobs, in 2017. (See 
Exhibit 1.) This refl ects decline in nearly every major in-
dustry, but while the net loss will likely be bigger than in 
2016, direct oil-related losses are expected to slow. 

This year will be characterized by widespread reduc-
 ons in the service industries that depend on consumer 

spending, which will be dampened by lost wages and 
lower confi dence.

State faces two major hurdles
Alaska’s economy faces two major obstacles related 

to the drop in oil prices: a signifi cant shedding of jobs 
by employers sensi  ve to oil prices, and state govern-
ment’s budget dilemma. The main uncertainty about 
Alaska’s economic future has less to do with oil prices, 
which are infl uenced by factors well beyond the 
state’s control, and more to do with poli  cal decisions 
on the size and funding source of state government.

How Alaska’s downturns compare
In Alaska’s modern economic history, an era that be-
gan with the massive North Slope lease sales in 1969, 

Moderate losses forecasted across most sectors this year

By CAROLINE SCHULTZ
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Note: 2016 is preliminary and 2017 is forecasted.
Source: Alaska Department of Labor and Workforce Development, Research 
and Analysis Sec  on
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only three other periods 
showed notable job loss. 
(See Exhibit 2.) 

The fi rst, which followed 
the comple  on of the 
Trans-Alaska Oil Pipe-
line, lacked the somber 
tone of most recessions 
because the draw-down 
was expected. Then, af-
ter a period of fevered 
expansion, the state 
suff ered a major bust 
in 1986 and 1987 when 
an oil price crash burst 
its huge bubble. Alaska 
then se  led into sus-
tained, moderate growth 
through the 1990s and 
early 2000s un  l the 
Great Recession rippled 
briefl y through the state 
in 2009, causing a single 
year of minor overall job 
loss. 

Alaska’s current contrac  on bears the strongest re-
semblance to the 1980s recession, but without the 
pre-crash bubble. Job growth averaged less than 1 
percent a year in the fi ve years 
before 2016 but was over 6 per-
cent between 1980 and 1985. 
Other key diff erences include a 
demographic shi   toward an older 
popula  on, a conserva  ve real 
estate market, and the availability 
of rainy day funds for state gov-
ernment. Oil produc  on was also 
on the rise in the mid-1980s but is 
on the decline today.

With these diff erences, Alaska is in uncharted terri-
tory — and for the fi rst  me in nearly 40 years, the 
State of Alaska will have to fund the majority of its 
budget with something other than oil revenue. 

Decisions the Alaska Legislature makes this year prob-
ably won’t be able to pull the economy out of the red 
in 2017, but not resolving the fi scal gap could prolong 
the contrac  on as Alaska’s credit ra  ng suff ers, busi-
ness are shy to invest, and consumer confi dence is 
undermined. 

Oil job losses likely to abate in 2017
The oil and gas industry, which includes the major 

producers as well as drilling fi rms and oilfi eld support 
services, lost 2,800 jobs in 2016, a 20 percent drop. 

Another tough year is expected, even 
as prices creep up. But because the 
oil industry was one of the fi rst to 
begin shedding jobs in late 2015, its 
losses are forecasted to slow to 14 
percent, or 1,400 jobs. (See Exhibit 
3.) Two years of heavy losses would 
push oil industry employment down 
to its 2006 levels.

For more specifi cs on the oil indus-
try, which is headquartered in Anchorage, see the 
Anchorage forecast on page 8. 

Other oil-related losses
Industries directly related to oil and gas also lost a 
substan  al number of jobs in 2016. The construc-
 on industry lost 1,500 jobs, or 8.5 percent, largely 

through cutbacks and project comple  ons on the 
North Slope. Residen  al, commercial, and publicly 
funded construc  on were all lackluster in 2016. 

The last large capital budget was in fi scal year 2013, 
but the two budgets that followed weren’t bare 
bones, and money remained through 2016 for proj-
ects in many communi  es. Federal military and ci-
vilian construc  on spending was also up slightly in 

Ups and Downs in Alaska’s Modern History

Note: The 2016 numbers are preliminary, and 2017 is forecasted. 
Source: Alaska Department of Labor and Workforce Development, Research and Analysis Sec  on
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Alaska Job Forecast by Industry3 W    , 2015  2017
 

2015
Monthly

Average1

2016
Monthly

Average1

Change
2015

to 2016

Percent
Change
2015-16

 
2017

Monthly
Average

 
Change

2016
to 2017

Percent
Change
2016-17

Total Nonfarm Employment2 339,400 332,600 -6,800 -2.0% 325,000 -7,500 -2.3%
Total Private Sector 257,400 251,400 -6,000 -2.3% 245,500 -5,900 -2.3%
Natural Resources and Mining 17,400 14,600 -2,800 -16.1% 13,100 -1,500 -10.3%
     Oil and Gas 14,200 11,400 -2,800 -19.7% 10,000 -1,400 -12.3%
Construction 17,700 16,200 -1,500 -8.5% 15,000 -1,200 -7.4%
Manufacturing 14,100 13,800 -300 -2.1% 14,000 200 1.4%
Trade, Transportation, and Utilities 65,800 65,200 -600 -0.9% 63,500 -1,700 -2.6%
     Retail Trade 37,500 36,900 -600 -1.6% 35,900 -1,000 -2.7%
     Wholesale Trade 6,500 6,400 -100 -1.5% 6,200 -200 -3.1%
     Transp, Warehousing, and Utilities 21,800 21,900 100 0.5% 21,400 -500 -2.3%
Information 6,300 6,300 0 0% 6,100 -200 -3.2%
Financial Activities 12,100 12,100 0 0% 11,800 -300 -2.5%
Professional and Business Services 30,000 28,400 -1,600 -5.3% 27,900 -500 -1.8%
Educational3 and Health Services 47,300 48,200 900 1.9% 48,700 500 1.0%
 Health Care 34,500 35,400 900 2.6% 35,900 500 1.4%
Leisure and Hospitality 35,000 35,000 0 0% 34,200 -800 -2.3%
Other Services 11,700 11,600 -100 -0.9% 11,200 -400 -3.4%
Total Government 82,000 81,200 -800 -1.0% 79,600 -1,600 -2.0%
     Federal4 14,900 15,200 300 2.0% 15,200 0 0%
        State5 25,800 24,500 -1,300 -5.0% 23,100 -1,400 -5.7%
        Local6 41,300 41,500 200 0.5% 41,300 -200 -0.5%

1Preliminary and adjusted es  mates
2Excludes self-employed workers, fi shermen, domes  c workers, and unpaid family workers
3Private educa  on only
4Excludes uniformed military
5Includes the University of Alaska
6Includes public school systems

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

2016, which further off set oil-related losses. 

Remaining state-funded construc  on projects will 
dwindle in 2017, resul  ng in a forecasted decline of 
1,200 jobs. Federal military and civilian transporta  on 
dollars, as well as small-scale residen  al and com-
mercial work, will keep many construc  on workers 
employed, but the industry is expected to con  nue to 
decline. 

The other sector that took a sizable hit from the oil 
industry pullback was professional and business ser-
vices, a loose group of employers that includes pro-
fessional, scien  fi c, and technical services; manage-
ment of companies and enterprises; and administra-
 ve and waste management services. The profession-

al, scien  fi c, and technical services industry, which 
includes engineering, architectural, and geophysical 
consul  ng fi rms, bore the brunt of the 1,600 jobs the 
sector lost in 2016. 

Professional and business services’ losses are expected 

to slow to 500 this year, which would be less than 2 per-
cent. With a general slowdown in the economy, demand 
for these services will likely drop off , but the bulk of the 
loss related to oil and construc  on has likely already 
happened.

Other losses took hold in 2016
A handful of other industries lost ground in 2016, but 
nothing like the oil industry and its periphery. Manu-
facturing, which is largely seafood processing, had a 
slow year with lower-than-expected salmon returns 
during a year that was already forecasted to be low-
volume. Those losses will likely be recovered in 2017, 
which is expected to be a strong salmon year. 

Manufacturing companies not related to seafood will 
feel the pressure of a shrinking economy. These range 
from industrial manufacturing such as concrete block 
and fabricated metal, which relies on construc  on, 
to food and beverage manufacturing, which depends 
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more on local demand.

Retail trade also began to lose jobs midway 
through 2016 a  er unprecedented growth 
in 2014 and 2015, when a number of new 
stores opened around the state and par-
 cularly in Southcentral. Retail had under-

performed total employment growth for 
decades, and the industry appeared to play 
catch-up for a couple of years. 

Some of the recent losses were likely from 
new employers calibra  ng their staffi  ng 
levels a  er over-hiring before opening, but 
the state’s economic downturn also played 
a role. Retail employers cut 600 jobs in 
2016 and are expected to lose 1,000 in 
2017, which would mostly undo the indus-
try’s recent growth spurt. 

Wholesale trade, which is closely  ed to 
retail trade, is expected to follow a similar 
pa  ern.

Other industries turn corner
Industries that rely on local demand for goods and 
services are likely to decline in 2017. The transporta-
 on, warehousing, and u  li  es sector, which is mostly 

transporta  on, is expected to fall 2.6 percent as freight 
volume in Alaska declines with less demand for fi nished 
goods and raw construc  on materials. 

The leisure and hospitality sector, which is made up of 
the smaller arts, entertainment, and recrea  on cluster 
as well as the larger accommoda  on and food and bev-
erage industries, is also forecasted to see sizable losses 
in 2017 as Alaskans spend less. 

Although a strong summer tourism season will off set 
some loss, it can’t make up for the year-round decline 
in local consump  on. Restaurants and bars are expect-
ed to take the brunt of these losses in 2017, but less 
in-state travel year-round will also pinch hotels. Arts, 
entertainment, and recrea  on will remain fl at as gains 
in visitor recrea  on off set reduced local demand.

Employment in fi nancial services is expected to decline 
in concert with total employment in 2017, especially 
as real estate and demand for commercial fi nancing in 
Alaska wane. A 1980s-style fi nancial meltdown is not 
expected, though, because fi nancial regula  ons are 
stricter and the state’s pre-recession real estate market 
was already staid. 

The “other services” sector, which includes household 
services such as auto mechanics, dog groomers, and 
hair salons, will likely lose ground in 2017 as disposable 
income declines. 

Health care to con  nue growing
Other than small gains in manufacturing, health care is 
the only industry forecasted to grow in 2017. The pop-
ula  on con  nues to age, and the increased demand 
from older Alaskans will eclipse any reduc  on among 
the younger popula  on. 

Any changes to federal health care policy are unlikely 
to be sudden enough to aff ect 2017 job levels, and 
federal funding for private social assistance and tribal 
health programs is already set through most of the 
year. Employment growth is expected to slow, howev-
er, from 900 new jobs in 2016 to 500 new jobs in 2017. 

Public sector losses moun  ng
Government is expected to cut 1,600 jobs overall in 
2017, double its 2016 loss. (See Exhibit 4.)

The state con  nues to cut its payroll, and while some 
losses have been layoff s, most have been through a  ri-
 on. The State of Alaska, which includes the University 

of Alaska, shed 1,300 jobs in 2016 and is expected to 
shrink by another 1,400 this year. But the state’s oper-
a  ng budget is set through June 2017, so even if larger 
cuts come in fi scal year 2018, they will only aff ect the 
second half of the calendar year. 

Local governments were mostly resilient to cuts 
through 2016 despite threats to the state funding of 
schools and municipali  es. Local government payrolls 

4 A , 2006  2017
Government Job Losses Con  nue

Note: The 2016 numbers are preliminary, and 2017 is forecasted.
Source: Alaska Department of Labor and Workforce Development, Research 
and Analysis Sec  on
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Note: Includes funds only for the Fairbanks campus, Fairbanks 
Organized Research, Coopera  ve Extension Service, and UAF 
Community and Technical College.
Source: University of Alaska Fairbanks, Offi  ce of Management 
and Budget

3 F    , FY10  FY17
Alloca  ons to UAF Down

Source: Fairbanks North Star Borough
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increased slightly in 2016, mostly from school district 
growth. 

Local governments may be expected to foot the 
bill for more of the services they off er as the state 
withdraws funding, which could lead to further cuts 
in the near future. But because budgets are set 
through the fi rst half of 2017, fi scal year 2018 losses 

won’t have a large annual impact.

Federal employment, which is the smallest category, 
is expected to be fl at in 2017 a  er a slight recovery 
in 2016. Federal employment was a source of job 
loss for years following the na  onal recession, but 
those losses began to turn around last year. Howev-
er, the incoming administra  on has announced plans 
to freeze hiring. 

Caroline Schultz is an economist in Juneau. Reach her at (907) 
465-6027 or caroline.schultz@alaska.gov.

STATEWIDE
Continued from page 7

try lost about 100 jobs. 

While the visitor industry has gained steam since 2012, 
local demand appears to be fl agging — and in Fair-
banks it’s mainly local consump  on, not tourism, that 
drives the leisure and hospitality industry. Leisure and 
hospitality is forecasted to lose another 100 jobs in 
2017, as residents are spending less a  er job losses in 
other industries.

Less demand to dampen retail
Stores in the borough cut 50 jobs in 2016 as less em-
ployment in base industries, such as state govern-
ment and the university, reduced consumer spending. 
People also tend to limit their spending to essen  al 
purchases during tough economic  mes. 

While most industries’ losses are expected to be about 
the same as in 2016 or begin to abate, borough retail 
is expected to take a harder hit this year. Increased ac-
 vity on the military bases could help somewhat, but 

it won’t be enough to maintain current levels of retail 
employment. 

Alyssa Rodrigues is an economist at the Department of Labor in Anchorage. 
Reach her at (907) 269-4863 or alyssa.rodrigues@alaska.gov.


