Summary Sheet

In 2008 Shell Exploration and Production retained Northern Economics, Inc. and the Institute of Social and Economic Research at the University of Alaska Anchorage to conduct a study that describes and quantifies the potential economic benefits to the State of Alaska and local governments from developing oil and gas resources in Alaska’s Outer Continental Shelf (OCS) areas: Beaufort Sea, Chukchi Sea, and North Aleutian. This document summarizes the findings from that report. The findings of this study are not predictions of the future for Alaska, but rather they describe a potential future that one might expect for OCS development. 

The economic benefits described here are based on assumptions about OCS development, and other economic development in the state, during the next 50 years. There is a great deal of uncertainty as to whether oil and gas production in the OCS will occur, and if production does occur, it is even more difficult to predict the timing and magnitude of exploration, development, and production activities. The magnitude of the economic effects of OCS development are contingent on assumptions about petroleum prices, volumes of OCS resources that might be economically recoverable, the levels of investment that the petroleum industry would be willing to make to develop in the OCS areas, and the fiscal regime or tax structure that would be in effect as OCS oil and gas development occurs. This study assumes that development would occur given certain price and cost assumptions and that there will be no major regulatory impediments or delays to OCS development. 

Major Findings

The economic impacts of OCS development are described as incremental effects in relation to a baseline economic projection of the Alaska economy without OCS development. In the absence of OCS development, the Alaska economy and population are anticipated to continue to grow in the next 50 years given the development of the natural gas pipeline, new development in the mining sector, and modest growth in tourism, fisheries, and military and civilian federal operations. Declining oil production from existing onshore fields is expected to pose long-term challenges to Alaska’s economic and fiscal well-being. OCS development, if it were to occur, could be a significant driver of the next generation of economic activity by extending the duration of the petroleum industry.

Jobs 

Table 1. Potential Future Employment Effects of OCS Development in Alaska, 2008-2057

	Sector
	Average Annual Employment

	Oil and Gas (extraction and oilfield services)
	6,000

	Infrastructure
	3,000

	Support
	22,000

	State/Local Government
	4,000

	Total:
	35,000


Note: Employment is rounded and expressed in annual average, 2008 to 2057. 

· The 35,000 jobs would represent a six percent increase compared to total statewide employment without OCS development.

· These jobs represent a total payroll of $72 billion (2007$) over the 50-year period.

· OCS-related employment growth could more than offset losses from the decline of petroleum production on state lands and could help sustain the Alaska economy for several decades.

· Of the 6,000 oil and gas sector jobs, about 3,900 could be long-term, year-round jobs.

· The growth in jobs resulting from OCS development could lead to a five percent increase in statewide population. Most of the growth would be concentrated in Alaska’s population centers, but directly impacted regions could experience a much greater percent increase.

Revenues and Fiscal Effects

The potential cumulative direct petroleum revenues to state and local governments is estimated to be $5.8 billion (2007$) with about $4.5 billion going to directly impacted local governments from property taxes on onshore petroleum facilities. The state’s revenues of about $1.4 billion are primarily comprised of property taxes ($0.4 billion) and corporate income taxes ($1.0 billion). These numbers are rounded. Table 2 shows the direct, population-related, and indirect revenues to the state. 

Table 2. Potential State Fiscal Effects of OCS Development: Cumulative Revenues and Expenditures, 2008 to 2057 

	Revenue/Expenditure Category
	Billions of $

	Projected State Revenues
	15.3

	Direct OCS Petroleum Revenues
	1.4

	Population Related Revenues
	3.9

	Indirect Petroleum Revenues due to OCS development
	

	TAPS-Fuller Pipeline Enhanced Value of North Slope Production
	5.7

	TAPS-Fuller Pipeline Additional North Slope Production
	2.0

	Gas Pipeline Tariff Reduction Effect
	1.2

	Incremental Production due to OCS Infrastructure
	1.2

	Projected Incremental State Expenditures
	(8.8)

	Projected State of Alaska Net Fiscal Balance:
	6.6


Notes: (1) The sum of the amounts may not equal the total due to rounding. (2) Base case estimates are based on the Energy Information Administration’s petroleum price projection with a long-term average price of $65.50 per barrel of oil and $6.40 per million Btu’s of gas (in 2006$). 

· The estimated population-related revenues would come primarily from a state personal income tax that is assumed in the baseline (without OCS) projection to partially offset falling petroleum revenues from declining onshore production. 

· OCS production reduces the tariffs and other costs of onshore production, which results in an increase in state revenues from this production. These lower costs also lead to a modest increase in production onshore. Indirect petroleum revenues are estimated to be $10.1 billion. 

· Incremental state government expenditures for providing public services to support OCS development and the associated population increase are projected to be about $8.8 billion.

· The projected net revenues to the State of Alaska could be about $6.6 billion, reflecting a positive fiscal effect of OCS development.

· OCS development could be an important factor in reducing risks for the proposed natural gas pipeline from the North Slope to Lower 48 markets. 
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