FAIRBANKS — WAITING AND HOPING

As regular readers of Alaska Economic Trends are aware, a reduction in resources recently forced the elimination
of that portion of the publication deeling with the Fairbanks Labor Market Area. In an attempt to partially
fill the void left by this deletion, John Schlicting, our Statewide Labor Market Analyst traveled to Fairbanks
in early October for a first hand look at the community and its economy. The article below represents his

report.

The mood in Fairbanks these days can best be
described as optimism tempered with a wait-and-see
attitude and tinged with a dose of apprehension.
After problems suffered during 1970, 71 and 72 as
a result of the pipeline delay, things seem to be
looking up. While part of the optimism reflects an
improving pipeline outlook, much of it is alsc due
to events within the Fairbanks economy that are
unrelated to the pipeline. These include brisk levels
of construction, and a continuing growth in the area’s

tourist  industry. Current major construction
underway includes the $120 million Chena
River—Lakes Flood Control project, which

dollar-wise represents the largest single piece of work
in Fairbanks’ history, pius various highway and [ocsl
utility construction totaling $32 million. Tourism in
1973, the Fairbanks’ Chamber of Commerce reports,
has risen roughly 12 percent over last year's record
levels. Much of the recent sharp upsurge in this area
has been due to completion of the new
Anchorage—Fairbanks highway, which, by placing
Fairbanks, McKinley Park and Anchorage on the
same stretch of road, has made the interior city a
more attractive stop-over to visitors coming up the
Alaska Highway from the lower Forty-eight and
Canada.

It is true that during 197071 period, unemployment
rates did move higher than norma! for the area, and
that some businesses cut back or puiled up stakes
and left. However, many of the ares’s resident
businesses, those which had been established prior to
the 1969 oil boom, were able to keep their heads
shbove water and are now in reasonably good shape.
Those business failures that did occur came largely
among firms established in response fo the boom.
When the boom became a bust, many of the new
companies had no established non-oil related market
to fall back on, and conssguently went under. in
addition, while the rest of Fairbanks’ economy
sagged, construction, particularly in the public sector,
maintained a good clip with $25 million worth of

local government work, plus the erection of new
buildings at the University of Alaska making
important contributions.

Indeed, in retrospect, perhaps the most important
effect of the pipeline delay has been to inject a note
of caution into the area’s economy. This can be seen
among both businesses and individual wage earners.
in spite of the optimistic news on the pipeline front,
the mood of the economy remains conservative.
Wholesalers and retailers are not expanding their
inventories to a level where, if the pipeline is delayed,
they will be caught with goods they can’t seli. Aiso,
the rate of savings by individuals remains high as the
community's breadwinnsrs continue to defer major
purchases until the pipeline picture becomes more
firm. in all probability Fairbanks’ economy will
continue in this holding condition until the permit
is issued.

Nonetheless, another delay of six months to a year
could have a detrimental effect psychologicaily for
a community which has come to view the pipeiine
project as a pivotal factor in its economic future. In
this regard the Trans—Alaska Pipeline, and the gas
pipeline that many feel will follow it, appears, not
so much as an end in itself, but rather a means of
escaping the boom bust cycle that has characterized
Fairbanks’ economy ever since Felix Pedro discovered
gold near there in 1802. Compietion of the pipsiine
holds the promise of attracting new industry, which
would serve 1o broaden the city’s economic base and
thereby dampen out the forces that have in the past
caused these boom-bust periods. This promise nhas
already been fulfilled in part, by plans for a 545
mitlion oil refinery and electric power generating
complex to be located in the Fairbanks area. The
plant, whoss completion is slated for about the time
when oil begins flowing through the pipeline, will
employ 180 people and create an additional 100 plus
jobs in the community to support the workers and
their families. In addition to its employment impact,
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the facility has the potential to significantly lower
Fairbanks’ extraordinarily high cost of living, by
providing cheaper fuel and electricity, both of which
are extremely high cost items throughout Alaska's
interior.

Potentially more important than direct economic
impacts like the oil refinery are possible secondary
effects in the form of increased developments in
interior Alaska. These would probably take the form
of resource extraction in areas adjacent to the
pipeline corridor and access road. Such developments
would allow the city to achieve maximum economic
benefit from its role as the supply center for Alaska’s
northern interior. This is a function that has always
to some extent, been performed by Fairbanks. But,
with economic activity in Alaska's northern interior
{with the exception of the 1969 North Slope oil rush
period} largely static, it has to date made reiatively
little contribution to Fairbanks’ overall economic
picture.

If the long term economic impacts of pipeline
construction seem to be virtually all beneficial, the
same cannot be said for its short run effects. Once
the project actually starts the community will
experience an influx of new people like nothing in
its past history. This influx will consist of workers
and dependents, both pipeline and otherwise, as well
as unemployed persons coming north in hopes of
finding high pavying jobs on or related to the pipeline.
People in the community are worried about this.
Housing in Fairbanks is already tight, and the
movement of many new families into the area could
create serious problems. It is true that preliminary
zoning for residential purposes, of land surrounding
the town has already been accomplished and in many
cases utility construction has aisc been completed.
However, given the conservative economic mood
prevalent in the community not much building seems
likely until a pipeline permit is actually issued. Once
this ocgcurs contractors and suppliers will have to
move fast if the community is to avoid a real crunch
in residential housing.

If the crunch does come, it could have & severs
impact on Fairbanks’ already extreme cost of living.
The feeling in the community is that uniess enocugh
housing can be found, rental costs together with
home ownership prices could go sky high and in the
process take the area’s overall tiving costs with them.
Such a situation, while difficult for everyone, would

be a disaster for Fairbanks residents having fixed,
incomes. ‘

Other areas of impact include police protection, fire
protection, medical services and schools. In short, it
appears that virtually the entire spectrum of
community services will be hard pressed once the ball
gets rolling. Indeed, it is hard for an outsider to see
how the weight of all the newcomers who will
descend upon Fairbanks once pipeline work begins
can avoid straining the socio-ecomomic fabric of the
community to near the breaking point.

So far we have discussed Fairbanks' economy as it
is now, and looked at the long term economic effects
of the pipeline on the community, together with
some more short term socio-economic impacts that
will come as a result of its construction. Before we
close this article, however, it seems well to say a few
words about the long term ramifications of the
project for Fairbanks’ life style. In this vein, consider
for a moment that Fairbanks, like every other
community in Alaska represents a way of living that
is typical both of itself and of Alaska. In many cases
people residing there came originally to escape the
crowded conditions, pollution and other factors that
have, during the last ten to twenty years, made life;
in the lower forty-eight increasingly less pleasant.
While no one is suggesting the pipeline construction
will, during its two vear duration, transform
Fairbanks into a Houston, Texas or a Los Angeles,
California, most authorities agree that the preiect has
the poiential to induce significant and perhaps
irrevocable changes in the community’s life style. For
example, recreational pressures on the lands around
Fairbanks will show a significant increase during
pipeline construction. Given the population that will
be added to the area this pressure is sure to continue
even after the project is completed. More subtlely,
the newcomers will effect changes in the
community’s social system by virtue of the beliefs,
values and attitudes they will bring with them. Up
until now Fairbanks’ long term growth has been slow
enough that new residenis have been more or iess
absorbed by the community and therefore have
tended to adopt its on-going life style. But, with the
beginning of pipeline work, Fairbanks’ population
growth will proceed at such a level that it could be
the newcomers who will, o some degree at least, be
imposing their way of life upon that of the
community. What may transpire from this process of
cultural mixing is an end result which will resemble.
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both Fairbanks’ life style as it Is now, and that of
the newcomers. Whether this will in fact occur, and
whether the end product will be better or worse than
the life style which preceded it, only time will tell.

Y
ESTIMATED GIVILIAN WORKPORCE IE ALASES Sept. 1973

Changes From: |

IEDUSTRY 9-73 €73 972 | 873 972

CIVILIAK WORKFORCE.ccsuoecvocusvansancs 143,800 148,400 138,000 |-6,600 5,800

INVOLVED IN WORK STOPPAGES....cusvecsce 400 400 jivy 4] 3006

FOTAL UNBMPLOTMENT .ousucennsennsrsnnos 15,900 13,800 11,206 |-1.500 760
8.3 9.0 8.1

TOTAL EMPLOYMENT %/ ccccsavccasncocsesan 151,500 134,600 126,700 i-3,100 4,800

Nonagricultursl Wage & Salery 3/ o 116,500 119,300 11Z,200 (-2,800 4,300

Hinifigescvansocaccassosvar vo 3,200 2,100 2,100 o 0

Somstruction. ., 11,460 131,300 10,900 100 500

Hasufscturing . %,600 12,300 8,600 {=2,700 G

Burable GoOdB.uecesrsoe . 3,605 3,700 3,00 - 100 560

Lumber, Wood Preduct 2,800 2,900 2,400 |- 100 4500

Other Durable Goods 502 ey & 160

Hon Dersble Goodscao. 4,000 8,600 L6608 - 300

Food Froveseing.eevss 4,350 6,500 B 300

Gther Ron Durasble Goods, 1,760 200 - 200G

Transp.~loss. & Urilities, 11,800 00 169

Trucking & Warchousing.. 2,000 - 2060 o

Water Tramsportation. . 1,180 o 160

A1y TrBNSPOTLetion.ssovssasavesss 3,500 W06 - 1060

Other Trensp.-Comme. & Urilities. 4,600 260 108

Tredeeosssvinnne oo 18,740 300 00

Waolesale Trad 3,600 ¢ 208

Retail Trade,, .o 15,160 360 400

General Merchandise & ﬁ.ppar 3,800 G 160

Food Storas. 2,180 150 i

Eating & Dru 3,708 - 106 205

Other Betall s, 506 - 100 160

Finance-Ingurance & R 4,406 ~« 180 500

Bervics & Biscallsasous 16,860 17,660 ey i)

é . 63,000 22,106 9303 2,000

e 17,200 17,100 160 ~ 160

o 16,900 15,000 L300 o 1,600

< 16,506 10,060 10.400 b 508

Eatimated in acesroance with technligues recomsendsd by B, 5. Burese of Labor
Statisrics,

2/ Includes domestics, sonagrienltural s2lf camploved end unpaid family wovkers,
and sgriceliural workers.

3/ Prepaved in cooperation with the Y. 5. Burseu of Labor Zestistice.

3/ Includes teschers in primary and sscondary schools, sod personnel esployed by
the Univereiey of Alsska,

ALASKA'S ECONOMY [N SEPTEMBER

Employment — Unemployment: Total estimated
employment continued to  plunge  seasonally
downward, falling by 4,800 from August 1o
September. COver half of the decline came in the
non-durable goods sector of manufacturing as salmon
canneries around the state terminated operations for
the season. Smaller over-the-month declines were
noted in most other indusirial sectors and were due
also to seasonal factors. Compared with August of
1972 employment was ahead by 4,800, with 2z
substantial jump in government employment leading
the way. Total unemployment was down
over-the-month but ahead of last vear's September
figure. The September 10 August decline reflects the
geparture from the workforce of workers laid off by
seasonsl decreases in various industries. The gain from
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a vear ago seems to ndicate an anticipation in
Alaska’s labor market of possible pipeline related
empioyment, which appears to be encouraging many
part-vear workers to maintain their attachment 1o the
labor force, even in the face of the seasonal waning
of the economy,

Mining: Employment in the mining industry was
stable over-the-month and vear. Appsrentiy this
industry, which has been drifting downward for some
time due to the dearth of oil activity in the far north,
has for the moment bottomed out. While some
increase is likely once the winter freeze-up comes on
the North Slope, really substantial employment
growth will have to walit for a firm go shead on the
Trans—Alaska project.

Construction: Continued record fevels o
construction pushed employment in the industn
shead by 100 over the month, and by 500 from
September of a vear ago. With winter approaching,
employment will begin to decline during Uctober or
Novemnber as inclement weather calls 2 halt to most
cutdoor work arcund the State.
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Manufacturing:  Seasonal closures of  salmon
canneries, terminating what has been the worst
salmon season in Alaska’s history, spurred an August
to September employment drop of 2,700 in the
manufacturing group. Over the year manufacturing
employment was unchanged as a gain of a@@ in
durable goods employment neutralized an equ
in the non-durables sector. Responsible for the
durables gain with continuing high demand for wood
products on the Japanese export market, which mada
itself felt strongly in the form of higher forest
industry employment this September than last. The
loss registered by poor
\g%are%é saimon catches, which retarded employmen
in seafood processing, and the strike against Alaska
Lumber and Pulp Company which stifled
empioyment in the pulp asnd paper sector during
August as waell,

non-durables was due to

Transportation, Communications and Public Utilities:
Employment in this diversified multi-industry group
felt by 100 from August to September as

empioyment declines in alr tra sg:ss:;ﬁg%}% and
trucking and warehousing offset a gain of 200 in
other transportation. The drop in air transportation
employment reflects seasonal declines in tourism.

Similarly trucking and warehousing employment was



