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CHAIR M A COSTELLO call ed the Senate Labor and Comrerce Standing
Commttee neeting to order at 9:01 a.m Present at the call to
order were Senators Stevens, Hughes, Meyer, Gardner and Chair
Costel |l 0.

Presentation by the Departnent of Labor & Workforce Al aska:
Current Trends in the Al aska Econony

9:02: 24 AM

CHAI R COSTELLO announced the business before the conmittee is a
presentation by the Departnent of Labor & Workforce Devel opnent
(DOWD) titled "Current Trends in Alaska's Econony." She
described the Labor and Commerce Conmttee as the legislature's
cormittee on the econony. It has responsibilities that range
from energy and job training to heal t h i nsur ance,
infrastructure, consuner protection and technology. To that end,
the commttee will start this session with two weeks of hearings
on the condition of the state's econony.

She wel coned Conm ssioner Drygas and highlighted that DOLWD
estimates that the state lost 6,800 jobs in 2016 and forecasts
an additional decline in 2017. This is reflected in the nunber

of homes for sale and small businesses that are closing.
However, bright spots include growh industries such as health
care and tourism conpanies |ike Alaska Airlines and Gdom

Corporation, increased mlitary spending to station F-35 fighter
jets in Fairbanks and new oil discoveries on the North Sl ope.

CHAIR COSTELLO advised that during the next two weeks the
commttee would hear from policy experts, i ndustry and
communities to help sort through the data, the trends and policy
options available to the legislature. She invited all Al askans
to join in looking at how to best nove Al aska's econony forward.
The commttee's new Facebook page wll provide a venue to
partici pate. She wel coned M. Robi nson.

9: 06: 50 AM

DAN ROBI NSQN, Chief, Research & Analysis Section, Division of
Adm ni strative Services, Departnment of Labor & Wrkforce Al aska,
opened the presentation explaining that his section produces
enpl oynent, wage, unenploynment rate, and popul ati on nunbers that
provi de a unique perspective. "W have an idea how strong they
are, how precise they are, when conclusions should be drawn from
them and when they shouldn't.” He drew an anal ogy between this
work and that of a neteorologist who tells you what the weather
is.
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MR. ROBI NSON di spl ayed a graph of Al aska's enploynent growth in
in the |ast decade and noted that the 2 percent decline in 2016
translates to the | oss of about 6,800 jobs, which is the highest
single year job loss since the 1980s. The forecast for 2017 is
in the sane range. He pointed out that the growh [since 2013]
wasn't very strong and that the .4 percent loss in 2009 was mld
conpared to other states. "W did not see the kind of job |oss
or other econom c distress that nost other states did."

Turning to 2016 industry details, he recounted that the oil and
gas industry lost 2,800 jobs, a 20 percent decline. The average
pay for those jobs is $120,000 a year, so that represents a | oss
of $3.5 billion. Professional and business services |lost 1,600
jobs or 5.3 percent. Many of these jobs are tied directly to the
oil and gas industry and the capital budget. Construction, which
is tied to both oil and gas and the capital budget, lost 1,500
jobs or 8.5 percent. State government lost 1,300 jobs or 5.0
percent. Health care continued to gain in 2016 adding 900 jobs,
or 2.6 percent, but it didn't grow as nmuch as it has in past
years. The federal governnent also added 300 jobs, or 2.0
percent, which is an inprovenent over recent years.

MR. ROBINSON displayed a bar graph of statew de enploynent
changes since 1970 and stated that Al aska earned its boom and
bust reputation in the 1970s and 1980s. Enploynent reached a
high point in the md 1970s wth the construction of the
pipeline followed by job loss once it was conplete, but the
outl ook wasn't dark. In the 1980s there was strong growh
heading into the recession followed by two years of job |oss and
trauma. He noted that the declines in those years were far |ess
than the current period. He said Al aska was alnost a nodel of
stability from 1991 until the current contraction started in
2015. Pointing to the job loss figures in 2016 and the forecast
| osses in 2017, he explained that the Research and Analysis
Section |ooks forward, not to peg the nunbers but to |ook for
things that are driving the growth or |ack of growh.

He said that nore job loss is predicted in oil and gas in 2017,
but at about half the rate as 2016. Early data al so shows there
will be reduced losses in construction and professional and
busi ness services. However, the downstream effects of oil and
gas and state government declines indicate larger |losses in the
retail trade, restaurants and banks. Health care is the only
sector that is forecasted to grow in 2017, but not mnuch.

9:14:51 AM
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MR. ROBINSON explained that the Research and Analysis Section
identifies a recession as three consecutive quarters of job
loss. He displayed a chart from the U 'S Bureau of Labor
Statistics and National Bureau of Econom ¢ Research show ng siXx
nati onal recessions since the 1970s. He pointed out the national
job loss at the end of the 2000 period was about 4.5 percent
while the job loss in Alaska was |less than .5 percent. By
conparison, Alaska has had just three significant recessions in
that time, one in the 1970s, the 1980s, and in 2009.

9:17:13 AM
CHAIR COSTELLO noted that Representative Colleen Sullivan-
Leonard had joined the commttee.

MR. ROBINSON reviewed the duration of the three Al aska
recessions. In the 1970s the recession |asted eight quarters,
fromthe 3rd quarter of 1976 to the 2nd quarter of 1978. In the
1980s the recession lasted nine quarters, from the 1st quarter
of 1986 to the 1st quarter of 1988. The |ast recession |asted
just three quarters, from the 2nd quarter of 2009 to the 4th
quarter of 2009. Alaska started losing jobs in the 4th quarter
of 2015 so the current recession has been ongoing for six
gquarters. Following this basic pattern, there will likely be job
growt h sonmetinme in 2018.

Addressing the depth of the recession, he said nore than 15,000
jobs were lost in the 1970s and the |osses were simlarly deep
in the 1980s. The econony was smaller then, so the change would

be even bigger on a percent basis. In 2009, job |osses were
nodest .
9:21: 01 AM

MR. ROBINSON said this recession is different than the 1980s in
several respects. The population is older now and has roots, so
people are less likely to pick up and | eave. Another difference
is that the pre-recession econony was nowhere as hot as the
1970s and 1980s, especially the construction and banking
sectors. Alaska also has significantly |arger savings and oil
production is declining. The way things are simlar to the 1980s

is that the state is still very dependent on oil and gas and the
federal governnent, including the mlitary. Alaska will feel it
i f something happens to either of these. He said, "I can't think

of another state that would be as dependent on a few things."
9:24:13 AM

MR. ROBINSON displayed a |ine graph of the population trends
from 1970 to 2015 and pointed out that population |osses in both
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the 1970s and 1980s cane after the job |osses and didn't drop as
far as the enploynent |ines, because people don't nove right
away when they lose their jobs. This was seen when the pulp
mlls closed in Southeast. People tried to hang on. From the
1990s forward, the population and enploynent lines are simlar
The 2009 nunbers reflect popul ati on gains because the econony in
Al aska was stronger than the national econony. "W lost jobs in
2009 but we gained people.” Through 2016 there hasn't been
significant popul ation |oss, but that may be still to cone.

9:26:15 AM

MR. ROBINSON discussed a recent press release titled "Natura
I ncrease Fueled Small Population Gain for Alaska in 2016." The
i ncrease was about one-third of 1 percent. The Matanuska- Susitna
Bor ough grew the nost, adding 2,645, and the Cty and Borough of
Juneau lost the nost, losing 398 people. 1In general, net
mgration is sonmething to watch because it's a reflection of
whether it's good to be here or if opportunities are better
el sewhere, he said. In the current period, there are four years
in a row of net losses to mgration. He said the nunbers aren't
large, but it's definitely worth watching.

He displayed a graph showing the net nunber of people who have
come and gone from Alaska in the 2010 to 2015 time-period,
pointing out that the only group that is consistently gaining is
20-year-old people. Al aska has things to offer young people and
this has been the case for a long tine. In the decade before
this there were also gains of young children and Al aska
consistently gained nore young children and 20-, 30- and early
40-year-olds than it lost. During that tine there has also been
a consistent net |oss of people who are 50 and ol der and those
who are college age. He discounted the notion that |osing
col | ege-age people is a brain drain saying it's nore conplicated
than that because a |lot of 20-year-old people are also noving to
Al aska.

Di splaying a chart show ng popul ati on nunbers from 1970 to 2016,
he said the point is to show that population doesn't change
qui ckly. Even the periods of population loss are fairly short-
termand mld. In the 1980s, for exanple, the worst single-year
| oss was 15,000 people. There is speculation that |osses wll
reach 100,000 in this current period, but that would be far
outside the norm "It could happen, but we don't believe that it
wi || happen.”

9:31: 47 AM
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MR. ROBI NSON di splayed a pie chart showing the sources of the
$41.5 billion of Al aska personal income in 2015. The |argest
pi ece, 67 percent, conmes from earnings. Mst of this is wage and
salary, but it also includes self-enploynment income. Dividends,
interest, and rent make up 17 percent and transfer receipts 16
percent. Transfer receipts are defined as noney for which people
have done no work. This includes the permanent fund dividend,
Medi caid, Medicare, Social Security and unenployment insurance.
Transfer receipts from the federal insurance prograns are bel ow
the national average due to fewer seniors, but the PFD brings
the total back to the national average.

The trend in personal income from 2010 to the current period is
generally upward, showing no sign of trouble yet. That s
important, he said, because there is a very large decline in
gross donestic product (GDP) over that sanme period. The 20
percent decline from $62 billion to $50 billion over the 2012 to
2016 period is large, but the econonmy hasn't shrunk that much.
The value of GDP for Alaska tends to be volatile specifically
because of oil, he said. "In 2012 the mning category was about
one-third of our GOP." He said few if any states have such
dependence on a single piece of their GDP

9:35:42 AM
MR. ROBI NSON revi ewed the foll ow ng takeaways:

e Alaska is in the mdst of noderate job loss on a scale of
m | d, noderate, severe.

e Alaska’s popul ation through 2016 renmains relatively stable,
al though there has been four straight years of net | osses
to mgration.

* Personal incone has dipped, but not dramatically.

* The value of what’s produced in the state (GDP) has dropped
significantly. He noted that the end of the GDP graph shows
a nodest uptick that corresponds with the nodest increase
of oil prices.

He said he didn't discuss housing but could report that there is
no sign yet of major trouble in the housing market. By contrast,
there were 2,000 foreclosures per quarter at the peak of the
recession in the 1980s. In the nost recent quarter there have
been just 200 foreclosures. But this doesn't nean that it
doesn't deserve attention, he said. Houses are staying on the
market longer and prices aren't increasing, but there aren't
maj or signs of weakness.

MR. ROBI NSON of fered to answer questions.
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9: 37: 33 AM

CHAI R COSTELLO said she read the report on economc trends and
appreci ates the good work that was done to produce the data and
the report. She then asked M. Robinson to conment on the
seem ng disparity between the report that said that Al askans
have | ess di sposabl e incone than they have had and his statenent
that there is no big sign of trouble in the housing market. She
asked if she was being pessimstic while he was optimstic
because there are nore honmes for sale in her neighborhood than
in years past and she's aware of people who fear that their
child won't return to Al aska after college because of the |ack
of econom c opportunity.

MR. ROBINSON said the personal inconme neasure is the broadest
possi bl e nmeasure of income, and it includes transfer paynents

It's captured if sonebody is collecting unenploynent insurance

Medi care, Medicaid or Social Security. You would see |osses if
you were to |look specifically at wages. There is good wage data
through the 2nd quarter of 2016, and there is a distinct
downturn. He touched on that when he tal ked about the losses in
oil and gas jobs. "Wages have declined and that's part of what
explains the projected losses in retail, trade and banking."

Lending activity is the closest indicator of inpending trouble
wi th housing, and that has decreased. Wile it seens as though
there are a lot of houses on the nmarket, the recent data does
not reflect a large increase in people l|leaving Al aska or houses
on the market. He acknow edged that houses are staying on the

mar ket | onger and the data lags. "It's possible that even now,
what you're seeing is sonmething that we'll see down the road in
the data.” In the 1980s things changed very quickly but that's

not the case right now W've seen this comng, partly because
of the budget and partly because of oil prices, and we're stil
heading into something, he said. The depth of the recession is
unclear, but so far it's slow and fairly measur ed.

CHAI R COSTELLO referred to the earnings piece of the persona
incone chart and asked him to coment on the value of
entrepreneurs and whether |egislators are doing enough to help
smal | busi ness grow h.

MR. ROBI NSON pointed out that earnings includes both wages and
sal ary and sel f-enpl oynent incone. [Total earnings] is about $28
billion and the entrepreneurial piece is about $3.5 billion. He
didn't know if enough is being done to help small business but
it's inmportant because it's an incubation for wage and salary
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enploynment. Bill Gates, for exanple, is an entrepreneur and he's
al so the enpl oyer of thousands of wage and sal ary enpl oyees.

CHAIR COSTELLO reminded Ilisteners of the Senate Labor and
Commerce Conmmittee Facebook page and encouraged everyone to
submt any questions they may have.

9:45: 10 AM
SENATOR MEYER asked M. Robinson if he's an economni st.

MR. ROBINSON replied he is an econom st, but |ooks upon what he
does as a data producer nore than an academn c econom st.

SENATOR MEYER nentioned Al aska's three-legged econom c stool and
the 300 federal jobs added in 2016 and asked what type of jobs
t hose were

MR. ROBINSON replied the declines in Forest Service jobs have
stopped and there is normal population-based progression, but
it's nore a factor of federal noney to Alaska than jobs. Al aska
receives nore federal noney than alnost any other state. The
mlitary is a large factor, particularly in Fairbanks.

SENATOR MEYER asked if he had factored in a “Trunp effect.” He
asked if keeping jobs in Anerica and being tough on inmmgration
mght result in nore mgration from Alaska to the states where
the jobs are created.

MR. ROBINSON said it would be speculative at this point, but
Al aska does get a lot of international mgration so there is
potential for a small effect, particularly short term

SENATOR MEYER asked if the lack of oil production nakes the
out | ook bl eaker conpared to the 1980s when production was close
to two mllion barrels/day.

MR. ROBINSON replied he would not use that term but the data
does show that dependence on that piece of the econony has
di m ni shed. He added that it's difficult to force diversity, but
it's already happeni ng because of production decline.

SENATOR MEYER asked if the good-paying oil jobs are being
replaced with retail jobs.

MR, ROBINSON said it's not a this-for-that exchange just as

tinmber jobs really weren't replaced by jobs in tourism |It's
that one sector went away, and another grew. The econony is nore
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mature now so there are nore service sector jobs, including
health care, but retail jobs depend on the things that bring
nmoney into the state then circulate and create the other jobs.
That's why it's inportant to keep an eye on the drivers. It's
what Al aska produces that the world markets want that creates
t he ot her jobs.

9:51:41 AM
SENATOR GARDNER asked what inpact out-of-state workers have and
if there has been growh or a reduction in recent years.

MR. ROBINSON said the 1970s had high enploynent growth that
didn't translate to nearly as high population growth, neaning
there were a lot of non-resident workers. The departnent tracks
i nformati on about non-resident workers through pernmanent fund
dividend eligibility, and the recent trend has been slightly up.

SENATOR GARDNER asked if the 20-year-old population is comng
from out-of-state adventure seekers or if it's young Al askans
returning after conpleting school in other states.

MR. ROBINSON replied it’s a mx of new and returning.

SENATOR GARDNER asked if he thinks that tinely and decisive
action by the legislature to develop a fiscal plan could have
changed the trajectory of the slide into recession.

9:54:. 24 AM

MR. ROBINSON said it can't be quantified with any precision, but
there is no question that uncertainty has an econom c cost. Wen
there's a lack of confidence in the econony and big problens
being westled with, it's hard to see nornmal growth resum ng.
That was true for the U S. econony during the housing crisis.
When things are unsettled businesses don't invest and people
don't leave to seek a better job.

9:55:31 AM

SENATOR STEVENS conmented that everything you said seens to
apply to urban Alaska, but he isn't so sure it applies to
villages and the noderate sized communities in rural Alaska. He
al so asked about the inpact of altering the permanent fund
di vidend based on geographic |ocation. The PFD seens to be
important in Anchorage and inportant but not crucial in the
communities he represents, but crucial for people living in the
villages. He asked M. Robinson to reflect on those two issues.
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MR. ROBINSON agreed it's inportant to keep in mnd that the
| arger population areas are the drivers of the state nacro
indicators, not rural areas that have very high unenpl oynent
rates or areas that have a single-driver econony such as fishing
or tourism He agreed with the second point about the critica
i nportance of the PFD in rural Al aska. "The |ower incone you are
the larger factor the PFD is on you and your |ocal econony." He
said a pie chart for just rural Al aska would show a far |arger
percentage of personal incone conmes from transfer receipts than
ot her sources.

CHAIR COSTELLO commented that Alaska is difficult to
characterize in one pie chart.

SENATOR HUGHES conmented that President-elect Trunp is talking
about increasing transportation infrastructure and she feels
it's inportant that Al aska show an appetite for that. She asked
if the data the Research and Anal ysis Section produces is passed
along to the federal governnent and if the start date of the
recessi on has been pinpointed.

MR. ROBINSON explained that it's a cooperative federal/state
data collection system The state receives funding fromthe U'S
Bureau of Labor Statistics to generate unenploynment rates and
job nunmbers. Sone data is produced based on the permanent fund
dividend and that is state specific. The departnment also works
closely with the U S. Census Bureau to ensure that population
nunbers are counted correctly. To the second question, he said
the US. Bureau of Economc Research only dates nationa
recessions, but the w de-spread econonmic distress we're seeing
now is the broad definition of a recession. "W've dated that
beginning at the 4th quarter of 2015 so we're fairly deep into
t he neasurenent period,"” he said.

10: 02: 19 AM

SENATOR HUGHES referred to the industry details slide and asked
if 1,300 state jobs were actually lost in 2016 or if the nunbers
refer to positions. She offered her understanding that |ess than
100 people actually lost their job, the rest were positions that
weren't filled when people retired or noved away. "I'm wondering
whet her you've teased that out and for any of the other
industries in the private sector. Are those literally people
who' ve |l ost their jobs?"

MR. ROBINSON replied the data refers to people in a nonth who
actually receive a paycheck. Economcally, these are called jobs
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and there were on average that nmany fewer state governnment jobs
in 2016 than the year before.

SENATOR HUGHES asked if he had any data showi ng that new dollars
are comng into the state

MR. ROBINSON said he touched on that when he discussed basic
sectors. Wiat brings noney into the state is of primry
inportance and secondarily it is the ability to broadly
circulate that noney. He cited exanples of the increase in the
1990s in the retail and health care sectors.

SENATOR HUGHES commented that tourism truly is a bright spot
because it brings new noney into the state whereas health care
is bringing noney in but also taking nore noney out of Al askans'
pockets to create those new jobs. "That seens to be stirring it
within the state, which doesn't seem quite as healthy to ne,"
she sai d.

10: 06: 11 AM
SENATOR GARDNER requested that he and other presenters nunber
the pages so it's easier to refer to for questions.

SENATOR MEYER asked if he agrees that the state coffers benefit
very little fromtourism

MR. ROBINSON replied it's difficult to answer because the state
means the state econonmy to him and his staff. They focus on
wages and jobs and then try to forecast what is happening with
those nmetrics. For exanple, the cruise ship passenger nunbers
seem to be growing and that does create a certain nunber of
retail jobs in the areas that get that business.

CHAI R COSTELLO recalled that the tourismindustry brings in $129
mllion through local and state revenue and the return to the
state is 1:35. She described tourism as an unsung hero of
Al aska' s econony.

SENATOR MEYER asked his opinion on initiating a state incone tax
because it seenms that it would hurt the econony even nore. He
added that he favors a sales tax because it is consunption
based.

10: 11: 01 AM
MR. ROBINSON replied anything that extracts noney from the
econony will have an effect, but it's inportant to keep in mnd
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the extent to which the noney is respent. Unenpl oynent
i nsurance, for exanple, tends to be respent to a | arge extent.

CHAI R COSTELLO asked what inpact an income tax has on consuner
confi dence.

MR. ROBINSON said he doubts that can be precisely neasured, but
the uncertainty associated with the budget deficit is a far
| arger factor than the uncertainty of a potential tax.

CHAI R COSTELLO clarified that she is asking if we can expect the
econony to grow if we tax people's incone.

MR. ROBINSON replied, "Wat the governnent does with that noney
matters for the nmacro econony."”

CHAI R COSTELLO referenced the industry details slide and asked
how many private sector and public sector jobs were lost in
2016.

MR. ROBINSON replied state governnent through 2016 was the only
public sector that lost jobs, [down 1,300 jobs or 5 percent].
The private sect or | osses wer e substantially | ar ger,
particularly in oil and gas. The losses in professional and
busi ness services was about the sane as the losses in state
gover nnent .

CHAI R COSTELLO noted that the economc trends report tal ks about
the private sector being hit the hardest and that now governnent
j obs are being | ost because of budget reductions.

10: 16: 53 AM
SENATOR HUGHES asked if the senior population is seen as a net
econom ¢ benefit to the state.

MR. ROBINSON replied their income, which largely cones from
federal sources, is definitely a benefit to the state.

SENATOR MEYER asked if anyone has evaluated the value of oil tax
credits to the econony of the state. "That would be hel pful
information to us as to whether we continue this program or we
get rid of it."

10: 20: 10 AM

MR. ROBINSON replied their evaluation of that would be limted
to identifying job growmh or decline and then | ooking at whether
the conpanies are new or not to see what that potentially says
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about the future. Wether the cost of the credit outweighs the
benefit to the econony would be difficult to evaluate and not
sonet hi ng they do.

SENATOR MEYER asked if anyone is attenpting to look at that
questi on.

MR. ROBI NSON suggested he pose the question to the Institute for
Soci al and Econom ¢ Research (I SER) or Norther Econom cs.

10: 21: 18 AM
CHAIR COSTELLO thanked M. Robinson for coming before the
conmittee.

SENATOR STEVENS comented that a great take away is that the
| ast 20 years have not been boom and bust.

10: 22: 29 AM

There being no further business to cone before the conmttee
Chair Costello adjourned the Senate Labor and Commrerce Standing
Commttee neeting at 10:22 a. m
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