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Alaska State Legislature

Sponsor Statement for SB 115

SB 115 creates the Rural Community Energy Assistance Program (RCEAP) within the
Department of Commerce. This program will provide grants for energy assistance to rural
communities based on a community’s population and the price they pay for fuel. The
program is for 1 year only, and will sunset at the end of that time.

During this winter, it has been difficult for many Alaskan families to afford to purchase
heating oil. This issue was first highlighted by reports from Emmonak but has spread to
other areas of the state. These reports detail the dilemma faced by many families;
choosing between purchasing adequate amounts of heating fuel or choosing other
necessities of life.

Reports indicate that, unlike previous years, there is sufficient fuel in the villages.
However, because fuel and other necessities of life are so expensive, people cannot afford
to buy both. A recent report written by the Institute of Social and Economic Research
noted than in 1990, food costs in Bethel were 45 percent above food costs in Anchorage.
By the beginning of 2007, this differential had increased to 92 per cent. It stands to
reason that small villages outside of Bethel are even more expensive. This issue is
exacerbated by a lack of income to accommodate these rising prices.

The same ISER document reports that in 2007, 100 gallons of fuel oil in Bethel cost $459
while in Anchorage the equivalent energy costs $120. Again this difference would be
even greater if comparing more remote villages in Alaska with Anchorage.

This legislation is not a permanent fix to the energy problems in rural Alaska. It provides
one time assistance to Alaskan families to help them get through the remainder of the
winter heating season.

Senate District S
Senator_Lyman_Hoffman @legis.state.ak.us
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In the big, remote stretches of northern and western Alaska,
many households keep themselves going with a mix of cash, sub-
sistence, sharing, and other non-cash trading. That’s a world away
from the state’s urban economy, and under standard measures like
income, the remote rural economy lags far behind.

Over the years there have been many efforts to improve
the remote rural economy—-but there’s alot we don't know about
it. Standard economic measures don't capture all the activity in an
economy where subsistence, sharing, and non-cash trading play
important parts. Some kinds of data don't even exist.

But to develop effective strategies, Alaskans need to
understand the economic realities of the remote region. This paper
is an overview of the remote economy, based on published data. It's
atbest an approximation, because the data are so limited. Still, it's a
first step—and it highlights the many gaps in information.

Stretching from the North Slope to the Alaska Peninsula, the
remote region covers 395,000 square miles and is large enough to hold
Japan, Germany, and Great Britain, Alaska Natives, the region’s aborigi-
nal peaple, stilk make up most of the population—although thousands
have moved to urban areas in recent times. The 60,500 residents live in
five regional centers and about 150 small communities.

Most of Alaska’s natural resource wealth is produced in the
remote region—but largely in enclaves like the North Slope oil facili-
ties. Qutside the enclaves, the region’s isolation, difficult terrain, and
harsh cfimate have historically limited economic growth.

Commercial salmon fishing was the region’s largest private
industry for much of the last century, and thousands of residents still
depend on it. But changes in world markets have hurt that industry.
Qil has been by far the most valuable resource since the 1970s. Pollock
and other groundfish harvested offshore are also valuable, making up
much of the world’s groundfish catch. And with rising prices, zinc pro-
duced in the region has also recently become much more valuable.

But with some importart exceptions, this resource wealth
bypasses the regional economy, and it's government that accounts
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for most income of residents. Regional unemployment is high and cash
incomes are low. Figure 1 tells the story of the remote economy.

o Despite the high value of resources produced in remote areas—nearly
$17 biflion in 2006—foca! residents depend on government for 71%
of their personal income. That share would likely be closer to 90% if it
also included income that indirectly depends on government spending.
Government supports not only public but also many private jobs.

o Some residents and a few areas do benefit from resource production
—through local taxes, jobs, and Alaska Native corporations that own
resources or do business with resource industries.

o The locations and types of jobs available in remote areas often don't
match the local fabor supply—which means many local residents are
unemployed, while at the same time about 40% of workers are non-
locals, either from other areas of Alaska or cutside the state.

o (ombining cash-paying jobs and subsistence activities is the way
most households in remote areas get along. A recent survey found, for
example, that 78% of Inupiat households in northern Alaska combine
jobs and subsistence fishing, hunting, and other activities.

Figure 1. The Remote Rural

Tinc* North Slope Borough: $28,789

Resource productionis  Only afew areas collect  Government directly accounts  And many workers  Many households depend
very valuable, but . . . local resource taxes...  formost pesonalincome...  arenon-locals. .. on jobs and subsistence
2006 production: $16.9 billion  High/tow per capita local taxes, 2006 Based on 2005 income Percent nan-local workers  Inupiat households, Northern Alaska

B roundfish Sources 3 Government Il 16%
g " | ity of Nunam qua: $9 7% d T privee ANEEN & Jobonly
Salmon (qmbinejob i
subsis Subsistence
1% only

*Zinc was the most valuable metal produced in remote rural Alaska in 2008, but smaller quantities of lead, silver, and gald were also produced.
Sources: Alaska Departments of Labor, Natural Resourees, Fish and Game, and Commerce, Community and Economic Development; National Marine Fisheries Service; Bureau of Economic Analysis; Survey of Living
Conditions in the Arctic, 1998-2001; author's estimates. Note: Resource production vatue based on wellhead value of oil, market value of zinc, and price paid fishermen for salmon and groundfish.
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Map 1. Remote Rural, Other Rural, and Urban Alaska
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We define the remote rural region as the North Slope, North-
west Arctic, and Lake and Peninsula boroughs and the Wade Hamp-
ton, Bethel, Nome, Dillingham, and Yukon-Yoyukuk census areas.’
Most communities in this region are smalf and along the coast or on
rivers, far off the state’s main road and ferry systems.’

The pecple, the way of life, the local government structure,
and the Alaska Native corporations in remote rural Alaska all influ-
ence the regional economy. Data about this region are spotty at
best, and some figures we include here are estimates. The huge size,
isolation, and small population of the region-—and the complexity
of the economy—make collecting data expensive and difficult.
That complexity also means that standard measures—income,
employment, and consumption—are useful but don't give the
whole economic picture. They don’t account for the contributiens
of subsistence and other non-market activities, or differences in
spending patterns and other factors that complicate comparisons of
living conditions between remote rural and urban places.

THE PeopLE

We used population data from both the U.S. census, last
done in 2000 but still the only available source for some data, and
the Alaska Department of Labor's Research and Analysis section,
which estimates population between federal censuses.?

o One in eleven Alaskans lives in remote areas—about 60,500 in 2006.
A third live in the regional centers of Barrow, Bethel, Dillingham,

D —

Kotzebue, and Nome—towns with populations in the thousands. The
rest live in nearly 150 small communities with average populations of
about 280.

o (lose to 80% of regional residents are Alaska Native. That share is
higher in small places. Non-Natives are concentrated in the regional
centers, where they made up a third of the population in 2600.

o The remote rural population increased only about 7% between 2000
and 2006, despite thousands of births, and population actually declined
in several areas. Nearly 6,500 more people were born in the region
than died between 2000 and 2006. But at the same time, 6,100 more
people moved out than in (Map 1).

o Much of that movement is accounted for by Alaska Natives moving
from remoteto urban areas.* The Alaska Department of Labor estimates
that from 2000 to 2006, the number of Alaska Natives dropped about
3% in the remote region but was up nearly 25% in Anchorage. Lack
of jobs in the smalker remote places is a big reason for this migration,
but other factors likely also contribute—better access to specialized
medical care, higher education, or technical training, for instance.

Figure 2. Estimated Changes in Alaska Native Population
In Remote Rural Region and Anchorage, 2000-2006

2000 2006 Change
Remote Rural 43490 47,182 -3%
Anchorage 24025 29,730 +24%

Source: Alaska Department of Labor, Research and Analysis, bridge estimates




Figure 3. Age Distribution, Alaska Natives,
Anchorage and Remote Rurat Areas, 2006
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Source: Alaska Department of Latior, Research and Analysis, bridge estimates

The Mixep Economy

Some analysts wonder if the cash economy is replacing the
traditional subsistence ecanomy in remote rural Alaska. According to
the evidence so far, the answer is no.

Subsistence activities—hunting, fishing, berry picking, and
preserving meat and fish, among others—are part of the Alaska
Native culture, as is sharing those subsistence foods. Both the sub-
sistence activities themselves and the sharing among families and
friends also have substantial economic value.

The Alaska Department of Fish and Game estimated in 2000
that among remote rural households (induding both Alaska Native
and non-Native households), 60% harvest game and 80% fish, and
that annual harvests are several hundred pounds per person.®

Figure 4. Numbers of Working-Age (20-64)
Alaska Native Men and Women, 2005

¥ 31,714

Statewide 31 425 1% more men

But the U.S. Census Bureau reported in 2000 that
most households in the remote rurai region—85% of
Alaska Native and 93% of non-Native—also had at least
some income from wage work, and that wages made up
most household income among both Alaska Native and

Source: Ataska Departmem of Labor, Research and Analysis, bridge estimates

Remote ur _ 11(')1 21(;79 9% more men Women | |- non-Native households (Figure 5).
egion [N — So it's clear, given the large subsistence harvests and
Anchorage 9378 14% more women the prevalence of wage-work, that remote rural households
SRR 5227 routinely combine work and subsistence. Evidence of that

pattern is in the recent Survey of Living Conditions in the

o Until recently, gains from natural increase were considerably larger
than losses from migration. In the 1990s, the remote rural population
grew 15%—almost as fast as growth in urban areas.

o (ther rural areas—outside the remote region—have also lost popu-
lation (Map 1). Those areas, typically on the state road or ferry systems,
have been hurt by declines in the timber and fishing industries.

oNearly half the Alaska Natives in remote areas are under 20, compared
with 37% in Anchorage (Figure 3). High birth rates in remote areas
partly account for that difference, but migration of working-age
Alaska Natives from remote to urban areas also plays a part.

o Working-age Alaska Natives (20 to 64) make up 59% of the Native
population in Anchorage but just 45% in remote places—anather sign
that Alaska Natives are moving to urban places (Figure 3).

o Alaska Native women of working age are especially likely to live in

urban areas. Numbers of working-age Alaska Native men and women
statewide are about equal. But in Anchorage, there are 14% more

Arctic, an international survey of indigenous people around
the Arctic. It found that in northern Alaska (including the North Slope
and Northwest Arctic boroughs and the Nome census area}, 78% of
Inupiat households combined subsistence activities and jobs.® (See
Figure 1 on the front page).

There's also an “informal” economy, not captured in statistics,
in remote places. Families and neighbors may trade services, share
goods, or make cash payments not reported to the IRS. Such activities
outside the standard market economy go on nationwide. But they
are especially important in remote rural Alaska, where both cash and
local businesses are scarce. Small remote communities can’t support
most of the service businesses—everything from vehicle repair to
hair-cutting shops—found in urban areas.

No estimates exist of how much time residents spend in the
informal economy. But such activities clearly add to households’
economic well-being.

women and in remote areas 9% more men (Figure 4).

o Non-Native residents of the remote region are concen-
trated among working-age adults and are most likely

to live in regional centers. AK Native

Figure 5. How Many Households Have Income From Wages? (2000}
Remote Rural

Non-Native I8

Anchorage
AK Native SN
Non-Native B

AK Native
Non-Native

What Share of Household Income is from Wages7 (2000)

Remote Rural

Anchorage

AK Native  EESUESEREINCHINGTD
Non-Native B
Source: U.5. (ensus Bureau
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Prices anp Living Costs

Prices in remote rural places are much higher than in urban
areas. Transportation costs, severe climate, smalf local markets,
inefficiencies, lack of competition, and other structural problems ali
add to prices in remote areas.

The limited avaifable information about how residents of
remote piaces spend their money suggests that most cash spending,
especially in the smallest viliages, is fot food from stores, utilities
{including fuel), and transportation.

Rising energy prices have made it more expensive for all
Alaskans to heat their homes and keep the lights on. But maost
remote fural places rely on fuel oil for both heating homes and
generating electricity. Fuel oil is far more expensive than natural
gas, which is available in Anchorage and a few other communities,

Inmid-2007, energy from fuel oil in Bethel was roughly four
times more expensive than energy from natural gas in Anchorage
{Figure 6). And fuel oil is even more expensive in smaller remote
places than in regional centers like Bethel.

Rising energy costs have also increased the costs of trans-
porting food and everything else to remote places. For example,
in 1990 the cost of buying the same market basket of foods was
45% higher in Bethel than in Anchorage, but by mid-2007 it was
92% higher (Figure 7). Again, prices are higher in smaller remote
places than in Bethel and other regional centers.

Keep in mind that higher prices for individual items don't
necessarily mean overall living costs are equally high. Compar-
ing living costs in urban and remote rural Alaska is complicated,
because households in remote places don't typically buy the same
kinds and quantities of things urban households do.

A big difference is that people in remote places are more
likely to buy gear and supplies for subsistence hunting and fishing.
(That doesn't mean urban Alaskans don't hunt and fish—just that
the percentage who do is smaller.) In turn, harvests of fish and
game mean that people in remote places often don’t have to buy
as much meat and fish as most urban Alaskans do.

Transportation and other kinds of everyday expenses also
differ. For instance, most urban Alaskans own cars, while snow
machines and all-terrain vehicles are common in remote villages.

Another thing affecting spending patterns is that a majority
of people in remote areas are Alaska Natives, who as indigenous
people are eligible for federal health care, housing, and other
programs. Such programs can reduce costs for Alaska Natives—but
availability of specialized health care and other services is limited in
small remote places.

Still, even though we know about some of these differences
in spending patterns, there isn't enough specific information to
estimate overall living costs for remote rural households. Estimat-
ing those costs would require knowing much more—for example,
about what remote rural households typically buy, how much subsis-
tence harvests offset food and other costs, and how much informal
economic activities contribute to the well-being of households.

Figure 6. Cost of 100 Gallons of Fuel Oil and Equivalent
Energy from Natural Gas in Anchorage, 20072

Fuel oilin Bethel® [ T5 1o T n T T 9459
Natural gas
in Anchoraget
2 Author’s calculation: 100 gallons of fuek il equals 138 therms of natural gas
Fuel oil at $4.59 per galton, reported by Cooperative Extension Service,
Univessity of Alaska Fairbanks, June 2007
€ Contract price for 2007, reported by Enstar Natural Gas Company

Figure 7. Weekly Food Costs, Family of Four*

§25

5200 ~/\/—]
15 —%thfl_,—.—/-\—/ +92%
e
1 e —
- Anchorage

1

Jun-90 June$2 June94 Jun-96  Jun98  Jun00 DR Ju0d  Jun06 Jun-07

*Based on grocery store prices
Source: Cooperative Bxtension Service, University of Alaska Fairbanks

Locat GovERNMENT :

Local governments of several kinds play a big part in the
remote rural economy, accounting for more than a quarter of all jobs.
Borough and city governments are authorized under state law. Bor-
oughs are regional governments similar to counties. School districts
are also considered local government entities. Tribal governments for
Alaska Native communities are authorized under federal law.

Many but not all remote places have city governments, which
typically collect some focal taxes—most often sales taxes. Alaska
school districts get about two-thirds of their operating money from
the state, and the rest comes from a combinatien of local and federal
money. Tribal governments, supported by federal money, exist in
Alaska Native communities throughout remote rural areas. They
account for nearly 20% of local government jobs in remote places.

Borough governments have never been established in many
parts of remote rural Alaska—because most remote places don't
have adequate tax bases to support regional governments. There are,
howevey, three borough governments in the remote rural region (as
defined in this paper)—the North Slope, Northwest Arctic, and Lake
and Peninsula boroughs (Map 1). They exist because resource produc-
tion provides tax bases that other remote rural areas don't have.

The North Stope Borough, formed in 1972, collects taxes on
petroleum property on the North Slope—which for 30 years has been
the largest onshore oil-producing area in the country. Inupiat leaders
realized early on that a borough government would help local people
capture some benefits of ofl production. It was the first non-tribal
regional government in the U.S. controlled by Native Americans.

The Northwest Arctic Borough was established in 1986, after
avery large mineral deposit was confirmed on land owned by NANA,
the Alaska Native regional corporation representing northwest
Alaska. The borough collects payments in lieu of taxes from the
operators of the Red Dog mine, which primarily produces zinc but
also smaller quantities of lead and silver.




The Lake and Peninsula Borough was established in

1989 and includes major commercial salmon fishing districts.

It operates mostty with revenues from a tax on raw fish, but

~ also collects taxes related to recreational hunting and fishing
and tourism.

Figure 8 compares local tax revenues among Alaska’s

urban and remote rural boroughs. The North Slope Borough,

. with the oil facilities around Prudhoe Bay as a tax base, col-
lected nearly $200 million in property taxes in 2006. It is
second only to Anchorage in local tax revenues—and on a
per-capita basis, it is the wealthiest borough in Alaska and

Figure 8. Local Tax Revenues, Urban and Remote Rural Boroughs, 2006

Fairbanks North Star Borough B

Kenai Peninsula Boroug
Northwest Arctic Borough* | $8.6 million
Lake and Peninsula Borough | $1 million
*These are ot taxes but payments in liew of taxes, paid by the sperators of the Red Dog mine.

Anchorage B =9399million
North Slope Borough | NN 5193 million
584 million
581 million

g $72 million
4566 million

Mat-Su Borough BB
Junea

Urban
[l Remote rural

Sources: Alaska Division of Community Advocacy, Afaska faxable; Morthwest Arctic Borough

among the wealthiest regional governments in the country.

The Northwest Arctic Borough collected $8.6 million in pay-
ments in lieu of taxes from the Red Dog mine in 2006. The Lake and
Peninsula Borough collected about $1 million in local taxes, mostly
from a fish tax.

Taxes boroughs collect are one way local residents benefit
from resource production, because they fund local services and cre-
ate local jobs. That'sespecially true of the North Slope Borough, which
employs several hundred people. The two other boroughs, with much
smaller tax bases, employ fewer people—Northwest Arctic about 30
and the Lake and Peninsula 6 full-time employees in 2006.

Avaska Native CoRPORATIONS

Alaska Native corporations—both for-profit and non-profit
—are unique to Alaska and have become very important to the
remote rural economy (as well as the state economy). The for-profit
corporations were established under the 1971 Alaska Native Claims
Settlement Act, which awarded Alaska Natives 44 million acres and
$1 billion, to settle aboriginal land claims.

The act established 13 for-profit regional corporations {12 in
Alaska and one outside), as well as more than 200 village corpora-
tions within the regions.? Those corporations manage the land and
money on behalf of their Alaska Native shareholders. Six regional
corporations—Arctic Slope, Bristol Bay, Bering Straits, NANA, Calista,
and Doyon—represent shareholders from remote rural areas. {Some
areas within the Doyon and Bristol Bay corporation boundaries are
outside our defined remote rural region.)

ventures. Instead, we'll cite a few examples, to show the ways they
benefit from resource development—and in turn contribute to the
remote rural economy. Broadly speaking, the corporations benefit
when resources they own are developed or when they provide ser-
vices to resource developers.

o All Native regional corporations benefit when any corporation colfects
revenues from developing its subsurface minerals or timber. That's
because a provision of the claims settlement act (7i} requires the
regional corporations to share 70% of the net revenues they collect
from production of subsurface minerals or logging on their fands.
That provision was included to account for the fact that some regions
have more minerals and timber than others. From 1971 through
2004, about $675 million was distributed among the corporations
under the revenue-sharing requirement.’

o The recent spike in oif prices has been good for Arctic Sfope Regional
Corporation. ASRC is part owner of the Alpine oil field on the North
Slope, and its royalties increase with higher oil prices. It also owns
ASRC Energy Services, which was ranked number 6 among the top
private employers in Alaska in 2006." It provides oil field services
on the North Slope and in other places. ASRC also owns refineries
in Fairbanks and Valdez. Shareholders working for various ASRC
businesses—in remote rural Alaska and elsewhere—collected $61
million in wages in 2006. The corporation reports that profits refated
in one way or another to high oil prices contributed to a fall 2007
shareho!der dividend of $42.21 per share, or $4,221 for the average
shareholder owning 100 shares.

The non-profit corporations often grew out

Map 2. Alaska Native Regional Corporations

of older Native associations, They administer health,
housing, and other programs the U.5. government |
provides Alaska Natives and other Native Americans. | AlaskaNative
They are among the largest employers in remote
areas (see Figure 11, page 7). Although funded
largely with federal money, they are in the private
non-profit sector.

The six for-profit regional corporations in
remote ruralareas own businesses in many industries,
inside and outside Alaska. All six are involved—some
much more than others—in resource industries in
remote rural Alaska.

It's beyond the scope of this paper to try to
sort out the regional corporations” many business

regional corporations in
remote rural Alaska

Regional corporations in

other areas
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o A recent big increase in zinc prices has benefited NANA regional cor-
poration, which owns the land where the Red Dog zinc mine is located.
NANA collects royalties from the mine operators based on the price
of zinc. As part of the lease agreement with mine operators, NANA
also requires that shareholder hire be a priority—and in early 2007,
NANA shareholders made up about 55% of the mine’s 370 employees.
NANA also owns businesses that provide a range of services for the
North Slope oil fields and the Red Dog mine.

o The fortunes of both ASRC and NANA depend heavily on resource
prices. As Figure 9 shows, as recently as 2002 oil and zinc prices were
a small fraction of what they were in 2006—as were revenues of
those corporations.

o Other Native regional corporations in remote areas also benefit but
in more limited ways from resource devefopment. Examples include
Doyon, the corporation in interior Alaska, which owns a number of
drilling rigs on the North Slope. Gafista and Kuskokwim Corporation
(representing 10 village corporations that merged) have an agree-
ment with mining companies planning to develop a large gold
deposit on corporation-owned land in southwest Alaska. A subsidiary
of Bristol Bay provides construction and other services for North Slope
operators. Bering Straits corporation, in western Alaska, owns part of
the Rock Creek gold mine, being developed outside Nome.

The corporation activity described above is by no means
comprehensive, but it gives an idea of the growing role of regional
corporations in the remote rural economy." It also reflects their
vulnerability to volatile oil and mineral prices.

Economic Drivers
Larce-ScaLe Resource ProbucTion

The oil, zin, salmon, and groundfish from remote rural
Alaska or offshore waters were worth aearly $17 billion in 2006
(Figure 1, front page) and will be worth more in 2007, with prices
climbing even higher. But resource prices are famously volatile.
Figure 9 compares 2002 and 2006 prices. Oil and zinc prices in 2006
were three to four times what they had been in 2002. Salmon prices
hit highs in the 19805 and then began a long decline through 2002,
when they began to recover somewhat. Prices for poltock from the
Bering Sea were also up considerably between 2002 and 2006.

What prices will be next year or the year after depends on
market, political, and environmental factors Alaska can’t control.
It'simportant to keep thatin mind, because the benefits the remote
rural economy gets from resource production—through industry
jobs, borough governments, and Alaska Native corporations—
also rise and fall with prices.

o Figures from the Alaska Department of Labor show that around 1%
to 2% of the several thousand oil company and support workers in
the North Stope oil fields are residents of remote rural areas.” Most
work for subsidiaries of Alaska Native regional corporations.

o More than half the workers producing zinc in northwest Alaska are
shareholders of NANA corporation, but employment at the zinc mine
is less than 400—compared with the thousands of jobs in oil pro-
duction. Also, not all NANA shareholders are local residents. As of
2005, about 46% of mine employees lived in remote areas.”

_v _

o The commercial salmon fisheries employ far more regional residents
than any other resource industry. But the season is short—and as
prices fell from the late 1980s to 2002 employment also fell. These are
limited entry fisheries centered in Bristol Bay but extending out along
the Alaska Peninsula and along rivers flowing into the Bering Sea.

The Research and Analysis section of the Alaska Depart-
ment of Labor estimates that about 4,000 residents of remote
rural areas worked seasonally either as permit holders or crew
members in the salmon fisheries in the 2005 season. In small
fisheries of the Northern and Yukon Delta areas, most captains and
crew members are local residents, butin the more lucrative Bristol
Bay area fisheries only about 20% of permit holders and crew live
in the remote region."

e Seafood processing also creates thousands of seasonal jobs in
remote rural Alaska, primarily in the Bristo! Bay area. But non-locals
(either from other areas of Alaska or outside Alaska) hotd most
processing jobs in that area—more than 80% in 2005, according
to the Department of Labor. But local residents hold a farger share
of the much smaller number of processing jobs in ather remote
rural areas,

o Most coastal communities in western Alaska also share in the revenue
from bottom fishing through the federal Community Development
Quota (CDQ) program. The program allocates a share of the seafood
catch—including pollock, cod, halibut, and crab from the Bering
Sea and Aleutian Islands— to six groups representing 65 western
Alaska villages, including many in the remote rural region. Some
groups ewn their own vessels and harvest their own allocation, but
others lease their harvest rights and collect royalties.

In 2005, the CDQ program generated 2,025 seasonal jobs,
a payroll of $16.5 million, and $120 million in net revenues and
royalties for (DQ communities. Accumulated net revenues and
royalties for (DQ groups totaled nearly $820 million from 1992
through 2005." Most of that total is attributable to villages within
the remote rural region.

Figure 9. Natural Resource Prices, 2002 and 2006
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The (DQ groups have invested income in the local harvest-
ing and processing sectors, in harbor improvements and other
infrastructure, and training programs. This spending contributes to
local income and economic activity. But much of this investment
likely doesn't stay in the local economy. For example, the construg-
tion of boats purchased outside the region doesn't directly create
local jobs. -

o State and federal services supported by taxes and royalties from
resource produiction also benefit regional residents—in addition to
the benefits from borough governments, discussed earlier.

SwatL-Scate Resource-Basep Activimies

Smaller resource-based activities also take place in remote
areas, including sport fishing and hunting lodges and guiding, as
well as other tourism and recreation, small-scale mining, handi-
craft manufacture, resource management, logging, trapping, and
agriculture.” Their combined contribution to economic activity
in the region (as measured by income for resident households) is
modest—gperhaps $100 million to $200 million annually.

But that is just a ball-park estimate. Jobs in these activities
are often held by self-employed people, are mostly seasonal, and
are often part-time—so many of them don't show up in the state’s
official employment figures.

Also, as with the major resource industries, it's likely that a
large share of the income, particularly from small-scale mining and
recreation, goes to non-locals. Still, these activities are valuable
because they add to the region’s jobs, income, and economic diversity.

GOVERNMENT SPENDING

o Excluding resource development, the largest source of cash flow-
ing into remote rural Alaska is the federal government (Figure
10}. Grants, purchases from businesses, payments to individuals,
and wages totaled $900 million in 2005. Grants made up more
than two-thirds of that total, with the largest for Medicaid and
the Alaska Area Native Health Service. Alaska Native non-profit
corporations administer much of the federal grant money related
to health care—and are among the largest employers in remote
areas (Figure 11). Payments to individuals include retirement and
disability payments, as well as food stamps and other assistance.

o State general fund spending in the remote rural region was roughly
$250 million in 2005—assuming that the share of state spending
equals the share of the population. Available data don't allow us to
precisely calculate general fund spending in remote areas. The larg-
est component of state operating spending is for education. The state
pays most of the costs for school districts—and school districts are
among the largest employers in the remote rural region (Figure 11).

o A share of federal grants to the state—an estimated $100 million—
was also spent for remote rural projects in 2005.

o Permanent Fund dividends provide a floor for household income in
remote areas and accounted for 3% of afl personal income in 2005.
These are payments the state makes annually to all Alaska residents
from the eamings of the state’s big savings account, the Permanent
Fund (see Figure 18, page 11). Because every Alaskan gets equal
payments, the dividends mean all households have at feast some
level of cash income.”

Figure 10, Estimated Federal, State, and
Other Cash Flows into Remote Alaska, 2005
(Excluding Resource-Based Activities)

{In Millions of Doflars)

Total $1,400
Federal Money
« Grants $640
« Purchases 573
« Payments $158
to individuals
+Wages 529
State Money
«General Fund 5250
- Flow-through  $100
federal grants
« Permanent 550
Fund dividends
Other” $100

“Indludes private investment income, dividends paid by Alaska Native corp-
orations, pensions, and cash brought in by residents who work elsewhere.
Source: Author’s calculations

Figure 11. Number of Employees, Large
Government-Supported Organizations
In Remgte Rural Alaska, 2006
School Districts
Lower Kuskokwim School District 1,104
Northwest Arctic Borough School District 648

Lower Yuken School District 592
Bering Strait School District 552
North Slape Borough School District 500

Private Non-Profit Organizations
Yukon Kuskokwim Health Corporation 1,292
Maniilag Association 555
Norton Sound Health Corporation 478
Source: Alaska Department of Labar

OrHER Sources of CasH
o (ash coming into the region from other sources is modest, perhaps in
the range of $100 miflion. It includes investment income, dividends
paid shareholders by Alaska Native corporations, private pensions,
and earnings of residents who work outside the region.
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&This figure is an estimate of the general pattern of employ-
ment in remote rural Alaska, We refied on several seurces that

Figure 12. Estimated Employment in Remote Rural Alaska 2006
(Based on Average Monthly Employment in 2006 of 34,729%)

measure employment in somewhat different ways, and we
made some adjustments in the figures so we could fit all the

Self-Employed® 7%
4% Other self-employed

3% Fish harvesting

pieces together. Jtindudes all jobs in the region, held by both

local residents and non-locats, Itis a count of the average
number of jobs, not workers, overthe year,

Govemment and private wage and safary employment are
based on the Alaska Department of Labor’s 2006 figures on
average monthly employment by industry.

SStandard employment figures cover wage and salary jobs but PrivateW
exdude self-employment, which is a significant share of af €
jobs. Te indude the self-emploved for a complete and
cansistent picture of jobs in the region, we used the Alaska
Department of Labor’ estimate of annual average jobs in fish
harvesting and our own estimate of other self-employment.
Fish harvesting here includes average annual figures for the
Northem, Yukon Delta, and Bristol Bay region fisheries,
exduding those in the Bristol Bay Borough. We estimated the
number of self-employed workers ather than fish harvesters by
subtracting fish harvesters from the total number of
self-employed (proprietors) reported by the Bureau of
Economic Analysis, We then converted the remaining count of
proprietors to.an estimate of annual average jobs, assuming the
average proprietor works six months per year

dMilitaryjobs based on the Bureau of Economic Analysis’ 2005
figures by census area,

€0therindustries include construction, finance, real estate, arts,

1.5% Mining

] g

AllOther

0,
Industries® 30% Local

) =
Health care/
sodial assistance

Qil and gas

wholesale trade, and other sarvices,

Sources: Alaska Department of Labor, Research and Analysis; Bureau of Economic Analysis; and author’s estimates

Totar EmpLovMenT IN THE ReGlon
How do all the cash sources just described translate into jobs?
Theregion had average monthly employment of about 34,800 in 2006,
including jobs held by local residents and people either from other
areas of Alaska or outside Alaska. The total job count over the year
would be larger than the average, because many jobs are seasonal.

Figure 12 is based on several sources, and it's not precise.
Standard employment figures include only wage and salary jobs. Self-
employment is estimated here. Also, some wage jobs don't show up
in regional figures, because some employers report their employees
where the business is headquartered rather than where they work.

o Government (mostly local) accounts for almost 36% of jobs, self-
employment 7%, and private wage and salary jobs just under 58%.

o One in five local government jobs is in tribal government. Others are in
schools or municipal governments and utilities.

o The oil and gas industry accounts for 18% of employment and the
mining industry 1.5%. Qil industry jobs are on the North Slope, in
enclaves far from established communities—and almost all jobs
are held by non-locals. Mining jobs are concentrated at the Red Dog
mine, where about half the employees are local residents.

o About 10% of jobs are in health care or social assistance, primarily
with the Alaska Native non-profits that administer federal health
and other programs for Alaska Natives, Although supported by
federal money, these are private jobs.

o Commercial fishing jobs account for an estimated 3% of jobs, on an
average over the year. Fish processing accounts for another 2.5%.

o Other industries that contribute a significant share of private jobs are
trade {mostly small general stores}, transportation (mostly air) and
eating places and hotels and lodges.
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EmpLovment Amone Locat ResipenTs
We know that many workers in remote areas aren't local
residents, and Figure 13 shows the Alaska Department of Labor’'s
2005 estimate of how many workers are residents and how many are
non-locals—either from other areas of Alaska or outside Alaska.

The total number of workers in the remote region—nearly
43,000 in 2005—is considerably higher than the 34,800 average
monthly employment shown in Figure 12. That's because it'is a
count of everybody who worked at any time during the year. Two
or more people can hold a single job over the course of the year.
Also, the number of people who work during the summer fishing
season is much farger than the annual average number of jobs in
fish harvesting.

o Nearly two-thirds of the workers in remote areas are in private
industry—but less than half those workers are local residents. Alas-
kans from outside the region account for 33% of private workers and
nan-Alaskans 22%. Most oil industry and seafood processing work-
ers are non-locals. All the other industries afso have some non-local
workers, but the percentages are smaller .

o Just over a third of the workers in remote areas have government jobs,
and most are focal residents. The majority of government jobs are in
local government—school districts, city and borough governments,
and tribal governments.

o Overall, local residents made up 59% of all workers in remote
areas in 2005, but they collected only 44% of wages paid. Many of the
highest-paying jobs—especially in the oil industry—are held by
non-focals. Alaskans from other areas of the state collected 37% of
the wages and non-Alaskans 19%.




Local Residents s

Other Alaskans
Non- Alaskans {J6%

Local Residents et
Other Alaskans
Non- Alaskans [ 275]

Total 2005 Workers: 42,904

Figure 13. Workers* in Remote Rural Alaska, By Type of Job and Residence, 2005

Other Alaskans 1l 8%
Non- Alaskans [} 8%

most welfare recipients are lim-
ited to five years of benefits. But
residents of federally recognized
Alaska Native villages where more
than half the adults do not have
jobs are exempt from that limit.

Figure 15 shows that 120
Alaska Native villages statewide
are currently classified as exempt
from the five-year limit. Three
quarters of those villages are in
remote rural Alaska. That mea-
sure overstates how many people
can't find jobs, because not alf

Share of Total Workers

Local Residents ISESINRRELEX 25,495
Other Alaskans 10,345
Non- Alaskans 7,064

Each worker is counted only once, even if spme workers have mere than ene job.

Comparing Share of Resident Workers and Resident Share of Wages Paid, 2005

Share of Total Wages
Local Residents $561.9 mitlion
Other Alaskans $472.1 million
Non- Alaskans [Z19%] $249.4 million

*Indludes fuli-time, part-time, and seasonal workers covered by Alaska unemployment insurance. Excludes federal employees and self-employed people.

adults want jobs—due to age,
disability, family responsibilities,
or other reasons.

Still, the large number of
remote rural communities where
half the adults don’t have wage
jobs shows there must be many
people who want jobs but can't

UnempLoyMeNT Amone Locat Resioents
We've just seen that non-locals account for about four in ten
workers in remote areas. At the same time, unemployment among
local residents is high. Both the unemployment rate and the num-
ber of unemployed people rose sharply in remote areas in recent
years—even though many people left for urban areas.

Government statistics show that from 2000 to 2006, the
unemployment rate in the remote region increased from 9.3% to
12%. The number of unemployed peoplerosefrom 2,264 10 3,194—a
jump of 41%. During the same period, the unemployment rate in
Anchorage was also up, but much less—from 4.9% to 5.3%—and
the number of unemployed was up ahout 17% (Figure 14).

But those government figures probably underestimate the
number of people who want jobs in remote areas, because they
include only those who say they want jobs and have been actively
looking for work. That ignores the “discouraged worker” effect in
small places with few jobs—that is, people who would like jobs may
not be actively looking because they know there aren't any jobs.

Another way of assessing how many residents are without
work is the number of Alaska Native villages in the region that
are exempt from the standard five-year limit on welfare benefits.
Since the national overhaut of the welfare systemiin the late 1990s,

Figure 14. Changes in Unemployment,
Remote Rural Alaska and Anchorage, 2000-2066

Number of Unemployed People Unemployment Rate

Remote 2000 12641 141% 2000 P 9.3%
Rural 2006 N3104 1 2006 N 12.0%
A 2000 H6909 2 2000 B 4.9%
nchorage Jo06 Tig o5z 0 3006 €3 5.3%

Source: Alaska Department of Labor, Research and Analysis

find them.

Figure 15. Alaska Native Villages Where Half
the Adults (16 and Older) Don't Have Wage Jobs*

Villagesin &
other areas
of Alaska § Villagesin

remote rural Alaska

Total: 120 commuenities

*These are villages exempt from the standard 5-year limit on welfare benefits, as determined by the
Alaska Division of Public Assistance, That determination is based on 2000 U.S. census data supplemented
by the most recent reliable data from surveys, following procedures established by the Alaska
Department of Labor and Werkforce Development. Under federal law, Alaska Native vitlages where half
or mare of the adult pepulation {16 and older) don't have jobs are exempt from the 5-year benefit limit,

Money Doesn't Stick
Figure 16 helps explain why the remote economy doesn't
produce enough jobs for residents. It estimates cash either flowing
into or generated in the region in 2006—and it shows that most cash
generated in remote areas never influences the local economy at all.
And of the cash that does flow into the economy, a big share doesn't
stick around. The flows are approxirnations, based on limited data.

oNearly $18.5 billion was either generated in o flowed into remote ar-
eas in 2006, but only $2.35 billion entered the local economy. The rest
went directly to other areas for producer profits; purchases of labor,
supplies, and services; and federal and state taxes and royalties.

o Of the $2.35 billion that did go into the local economy in 2006, $1
billion quickly leaked out again, because: (1) the many non-residents
working in remote areas take their paychecks home when they leave,
and (2) resident households and businesses can’t or won't buy many
things locally—and therefore spend money outside the region.
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Never Enters Remote Economy

$16 billion

$100 miltion

$17.1 bitlion
Never enters or leaks out
of remote economy
+ $16.1 billion from resource production
goes for profits, purchases, and
federal and state taxes and royalties

. $1 billionJeaks out of remote economy]

$1 biflion Jeaks badc out
Non-resident wages and
4 resident purchases outside region

e S

Contributes to economy but

( Residents exchange goods
alsohas aufturalsignificance.  and services. No data to
estimate value.

AssigninF aneconomic value is
complexand controversial.

§ |

Total_'RrE;nrlloté' Rurat Economy.

«Subsistence and shar
-« informal ecanomy-

Figure 16. Schematic of Remote Rural Economy, 2006
{Authors estimates, All dolfar ameunts are approximations.)

uses his fishing income to buy food or fuel
from local businesses. That keeps cash dir-
culating in the focal economy, which helps
make focal businesses profitable and pay
their employees. That additional activity is
called the economic multiplier.

o But in small remote communities the
economic multiplier is small. They can't
support many businesses—so, as we just
discussed, residents often can't buy what
they need locally. When they buy outside
the region, the economy loses the money
needed to support local jobs. We estimate
that in 2006 the money coming into the
region from outside sources generated
only about $250 million of additional
household income as it circulated.

o The economicbase of $1.35 billion and the
$250 million economic multipfier together
roughly total the $1.6 billion in personal
income of residents in 2006.

Figure 16 also recognizes that the
remote economy is not based just on cash.
Both subsistence and informal economic
activities also contribute to the well-
being of residents. But there isn't enough
information to assign them monetary
value. Subsistence activities also have
cultural significance for Alaska Native
people, making it even more complex to
assign them a dollar value.

Figure 17 is another illustration of
why small communities have trouble gen-
eratinglocal jobs. In Anchorage, $1 million
of household income generates 3.4 trade

Enters Remote Economy

$2.35 bill
- Enters remote ecanomy .
in government spending, -
local taxes; wages for residents
purchases from Iocaj b

$250 millic

Economic Mu

- §1.6billion -
Personalincome
- " in,Region ..

o That left about $1.35 bilfion as the actual economic base of the
economy in 2006—the share of the $18.5 bilfion that went to
remote rural households, businesses, and focal governments. That's
the purchasing power households and businesses have to support
the local economy.

o Major resource production was valued at nearly 517 billion in 2006,
but more than $16 billion of that bypassed the local economy. Around
$900 million did go in—-$550 miltion in wages and $350 million in
local taxes and purchases.

o Smafler resource-based activities generated another $150 million or

so in 2006, with $100 million bypassing the local economy and $50
- million going in.

o All the $1.4 billion the federal and state governments spent for

wages, grants, or purchases from local businesses in 2006 initially

went into the local economy.

o The $1.35 bilfion economic base from resource production and gov-
ernment spending generates more economic activity when residents,
businesses, and governments buy locally. Say a resident fisherman
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jobs. With 270,000 people, Anchorage can
support a range of businesses.

By contrast, remote areas with regional centers can generate
only about half as many jobs—1.9 jobs per $1 million in household
income. In remote areas without regional centers, like the Wade
Hampton census area, the number of jobs generated is much smaller:
only 0.6 trade jobs for every $1 milfion of household income.

This short characterization of the remote rural economy
highlights both the challenges of economic development and the
opportunities. Cash is in
short supply. To increase
that supply, residents and
businesses have to find
ways either to bring in
more cash or to circulate it
more before it leaks out.

Figure 17. Trade Jobs Generated
by $1 Million in Household Income

Remote rural
withno | 0.6

regional center
Remote rural with [ 1 9
Anchorage NN s

regienat center
Source: Author’s calculations
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Income oF RegionaL ResiDENTs
As we've just seen, personal income among the roughly
60,500 remote rural residents is about $1.6 billion. Nearly afl comes
from outside sources, with about $250 million from money circulating
in the economy. Figures 18 to 21 show more about regional income.

o About 71% of personal income can be traced directly to government
—transfer payments, government payroll, and payroll for private jobs
supported by federal money. Those private jobs are mostly in non-profit
Alaska Native corporations that contract with the federal government
to administer health and other programs for Alaska Natives.

o The 29% of income not directly from government is private payrolf
and non-wage income. But probably only about 10% of income
is really independent of government. An unknown share is the
indirect result of government spending—through the economic
multiplier. Also, non-wage income is a government estimate of
individuals'income from assets like stocks. Such income often stays in
financial accounts rather than going into people’s pockets.

o Permanent Fund dividends make up 3% of personal income and other
government transfers another 24%. Those include unemployment
and welfare payments and pensions, all paid directly to individuals.
But by far the biggest single transfers are Medicaid payments to
hospitals, doctors, and others for medical costs of low-income Alas-
kans. Also included are payments under Medicare, the program for
older Americans. (The fact that government figures classify these
medical payments as “personal income,” even though they don't go
to individuals, highlights why personal income is a less-than-perfect
measure of cash actually available to families and communities.}

o Per capita personal income in most remate rural areas in 2005 was
anywhere from 25% to 50% below the state average—Ilargely due to

Figure 18. Sources of Personal income, Remote Residents

Payroll of private nonprofits
paid with federal money*

Non-government

Incame from:
assets

Permanent Fund dividends

Food stamps/welfare/
other income aid

Pensions/veterans BN
benefits [

Payments to e
businesses/nonprofits %
Unemployment payments 4

Medicare/other medical payments

* Author’s estimate
Sources: Bureau of fconomic Anatysis and author’s estimates, based on 2005 incame

Figure 19. Per Capita Personal Income, 2005
Narth Slope Borough 542,209
Alaska $35,564
Dillingham census area $29,775
Nome census area $26,500
Northwest Arctic Borough $26,339
Lake and Peninsula Borough §26,027
Yukon-Koyukuk census area 525,674
Bethel census area $24,054
Wade Hampton census area $16,012
Source: Bureau of Economic Analysis

Figure 20. School Children Qualified for Free Meals,” 2007
Remote rural districts

Other Alaska districts f

*Children fram families with incomes that meet federal quidefines; varies by family size
Source: Food and Mutrition Services, Alaska Department of Education and Early Development

Figure 21. Percentage of School Children
From Families Receiving Public Assistance™
(Selected Urban and Remote Rural Schoot Districts, 2006-07 School Year}

0% 100%
I t ' - —H
Juneau 25% Anchorage | Lower Jupiit 7% 1 st Marys 93%
Fairbanks 25% 31% W Autic 55% .
Dillingham ¢ity 32% | ake and Pen. 57% Kashunamiut
Nome city 32% Lower Kuskokwim 59%  82%
NS Borough 3%%

*Food stamps, Medicaid, or welfare payments, Source: Alaska Department of Education

a combination of part-time work and lower wages (Figure 19). The
exception is the North Slope, where the borough government and
the Arctic Slope regional corporation employ many residents.

o Poverty is widespread, under standard measures. Among children in
the region, 63% qualify for free meals at school, compared with 26%
inother Alaska districts (Figure 20). Some areas are poorer than others.
About 32% of children in the Dillingham school district are from fami-
lies receiving public assistance—Temporary Aid to Families, Medicaid,
or food stamps—compared with more than 80% in the Kashunamuit
and St. Marys districts in the Wade Hampton census area (Figure 21).

CHALLENGES AND OPPORTUNITIES
Strengthening the economy of remote rural Alaska will take
work as well as creativity. We can identify a number of chailenges for
the region and some opportunities as well. Keep in mind that the vast
remote region has three very different kinds of communities—the
many small, isolated villages; the five regional centers; and the enclaves
where valuable natural resources are produced. Future challenges and
opportunities will be different in those three kinds of places.

olmporting goods and services will continue to be expensive. Improved
access can reduce but not eliminate the cost difference between
remote rurat and urban areas.

e The young age of the population will continue to swell the labor force.
Most opportunities for young people will be created by retirements or
turnover in health, education, and government administration jobs.

o Future government spending in the region will be constrained, as the

federal budget tightens and as oil production—the state’s main
source of general operating money—declines.
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o Job growth will slow down, because so many jobs depend on govern-
ment spending. New jobs will be mainly in regional centers. Innovative
ways to share johs—like village labor contracting cooperatives—
might be useful.

o Development of oil and gas and hard-rock minerals will continue to
offer high-paying jobs—but such jobs will still typically be in remote
enclaves, and most will continue to go to workers from outside the
region. Local benefits will still likely be concentrated in a few areas.

o The paradox of high local unemployment at the same time non-
locals hold many jobs isn't likely to change overnight. Many jobs
in resource production are not only in isolated enclaves but also
require speial skills.

o Opportunities in the “knowledge economy”—data processing, for
example—will continue to increase, but will require more education.

o Expansion of smafl-scale mining, tourism, recreation, handicraft
manufacture, agriculture, and trapping can potentially provide mod-
est economic benefits for some communities.

o The undeveloped natural environment in remote areas wilf become
more valuable for tourism and recreation—nbut high costs and isola-
tion will still censtrain growth.

o Cash will continue to be scarce. Informal economic activities—like
exchange of services among family and neighbors—will continue
to be extremely valuable, because they reduce the need for cash.
Cash circulating in the local economy will still only be able to gener-
ate a few jobs in retail trade and other support businesses.

o Finding ways to capture more of the value of resource prodtction for
local residents would boost the cash economy in remote areas. Right
now most of the multi-billion dollar value of resource production
bypasses the local economy.

o To reduce unemployment, residents will have to continue moving out
of the region or commuting to jobs in other areas.

Limirs of Dara

Finally, as we said at the outset, the available data on the
remote economy have many shortcomings. It's important to keep
those shortcomings in mind.

o By ignoring time residents spend in subsistence and the informal econ-
omy, employment figures underestimate time residents spend working.
If such time were induded, employment would be larger than official
data show and would have a more complex seasonal pattern.

o More people are unemployed than the official figures show—
because those figures only include people actively looking for work.
In many villages, residents know there aren't any jobs to look for.

o Personal income numbers don't fully measure the well-being of house-
holds, because they ignore the value of subsistence harvests and services
exchanged in the informal economy. But putting a monetary value on
subsistence is fraught with conceptual and political challenges.

o Existing cost-of-living measures don't account for the differences
in urban and remote rural spending patterns. For instance, remote
households typically have to buy more equipment and supplies for
subsistence—but they may also receive federal health and other
services non-Native urban households have to pay for.
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o The economic base of the remote rural region can't be accurately
identified with current data. We approximated cash flow into and out
of the region by piecing together data with many gaps.

Of course, it's easy to identify shortcomings and hard to fix
them. It may be impossible to correct them all, given the difficulties
and costs involved. But finding ways to improve the economy of the
remote rural areas has been a goal of Alaskans for decades. If more
information were available, it would help us all understand the reali-
ties that constrain economic development in remote areas.

ExpNoTES
1. This publication exctudes the Bristol Bay Borough and the Aleutian Iskands from the remate rural region,
because historically these areas have been different from other remote Alaska areas. The Mewrtians East and
Bristol Bay boroughs overwhelmingly depend en commerdial fisheries with mostly non-focal fishermen, And
although the naval station on Adak Island dlosed in the 1990, the large military population there dominated
the Aleutians West census area for several decades. Still, induding those areas wouldn't apprediably change the
overall patterns we see in remote rural Alaska.

2. Afew have raad or ferry access.

3. The job of estimating population by race becarne more compticated after the 2000 U5, census, which for the
first time allowed people to identify themselves as being of more than one race, Previously, respondents chase
asingle primary race. Now, the Alaska Department of Labor does twi types of estimates by race: {1) estimates
based on the 2000 U.S. census definition, which includes a multi-race category; and (2) “bridge” estimates,
which attempt to replicate the previous single-race categories, using assumptions about which primary race
peaple of more than one race would choose. When presenting numbers by race in this pubtication, we use the
bricge estimates, because they allow us to compare changes in Alaska’s population by race over time.

4. See Status of Alaska Natives 2004, by Scott Goldsmith, et al., ISER, May 2004. This migration of Alaska
Natives from remote to urban places doesn'timply that Alaska Natives living in urban areas na longer maintain
ties with remote communities or take part in subsistence activities.

5. Rabert Wolfe, Alaska Department of Fish and Game, Subsistence Bivision, 2000.

6. The Survey of Living Conditions in the Arctic is a survey of indigenous people in Northem Alaska and
Arctic areas of (anada, Russia, and Greenland, conducted between 1998 and 2001, for more information see
www.arctidivingconditions.org.

7. A deposit of gold and copper believed to be among the world's largest, the Pebble site, has aiso been discov-
ered in the Lake and Peninsula Borough, potentially adding to the beraugh's resource tax base. But the proposed
open-pit mine near river drainages that pravide habitat for Bristol Bay area salmon has been very controversial,
In fall 2007, campaigas for and against the proposed mine continued.

4. In 2007 there were only about 769 viltage corporations. Seme have merged with regional corperations; in
southwest Alaska, 10village corporations banded together to farm a single new corporation.

9, (ited in 2006 report of Association of ANCSA Regional Corperation Presidents.
10. Alaska Department of Labor, Alaska Econarnic Trends, July/August 2007, “The Trerds 100, by Neal Fried.

1. Information about business activities of individual corporations is from annual reports and Web sites of ASRC,
NANA, Calista, Doyon, Bering Straits, and Bristel Bay corporations.

12.Thie Department of kabor reports that a shortcoming of these figures on workers by place of eesidence is that
notall employers report the geoqraphic area where their emptoyees work. Some report all employment at their
headquarters, not where the work takes place.

13. Data fram ISER study of economic effects of the Red Dog zinc mine, to be published in 2008,

14. Includes the Department of Labor's Northern, Yukon Detta, and Bristol Bay region, excluding residents of the
Bristal Bay Borough (which is not included in our analysis).

15. Alaska Department of Commerce, Community, and Ecoromic Development Web site, October 2007. See
www.commerce.state.ak.us/hs¢/(DQ/cdg.hom..

16. Mining exploration, particutarly at the Donlin (reek and Pebble sites, is inctuded here—lut development
at those sites would mave them into the large-scale resource production category.

17. Some househaids don't recefve dividends because they are gamished for various reasons.

Understanding Afaska is a special series of studies look-
ing at economic development issues, funded by the University
of Alaska Foundation. This UA Research Summary is based on a
longer paper by Scott Goldsmith, The Remote Rural Economy of
Alaska, Aprit 2007. Copies are available for $5.00, plus postage;
call 907-786-7710.1t's also online at:

www.alaskaneconomy.uaa.alaska.edu/economy.htm

Editors: Linda Leask and Pamela Cravez
Graphics: Clemencia Merrill and Molly Ridout
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ALASKA PRIMARY CARE ASSOCIATION, INC.

“... Uncompromising in the pursuit of access to primary care for all Alaskans.”~

Honorable Lyman Hoffman, Senate Finance Co-Chair
And Members of the Senate Finance Committee
Alaska State Legislature

Juneau, Alaska 99801

RE: Support for SB 115 and 5B 116 Energy Assistance Program
February, 22, 2009
Dear Co-Chair Hoffman and Members of the Senate Finance Committee,

The Alaska Primary Care Association (APCA) appreciates and supports SB 115 and SB 116 introduced by the
Senate Finance Committee. The APCA represents 26 Community Health Center (CHC) organizations and the
141 clinic sites they operate across the state. The health and welfare of Alaskans in medically underserved
areas is of utmost concern to the APCA; these bills will help provide much needed relief for these communities,

The APCA requests that the non-profit CHC organizations and local tribal CHC organizations be considered as
eligible for assistance via this grant program to communities. We hope the assistance funds will ot only
provide relief for energy costs at facilities but will also provide for weatherization assistance to reduce future
costs at these facilities.

CHC directors have reported that revenues intended for patient services are being re-directed to cover high
energy costs at their facilities. The CHCs are facing tough decisions daily and have developed contingency
plans as they work to keep their doors open. Some clinics have reduced or are planning to reduce provider
hours or have shortened or are planning to shorten clinic hours. Not filling vacancies until the situation is
alleviated is another option. Some plan to close off parts of their building if needed; all are working to
conserve energy.

Energy assistance is needed for Community Health Centers to help offset high energy costs. Without
assistance, patient access will be reduced. If the Senate Finance Committee does not think these bills are the
appropriate vehicle for assistance to the CHCs, the Alaska Primary Care Association has an alternative plan to
suggest to provide energy relief for CHCs: the amount would be calculated on the same basis as the state
Office of Management and Budget (OBM]) allocated energy cost increase amounts authorized to be distributed
under sec. 22, ch. 28, SLA 2007 and subsequent appropriations. Based on the FYO7 operating budgets of the
CHCs, the amount for assistance would be $5.631,400.

The Alaska Primary Care Assaciation commends the Senate Finance Committee for introducing and hearing SB
115 and SB 116 and asks members to support and move the bills out of committee.

Respectfully,

R VBEE kg Al gt

Regan Mattingly Shelley S. Hughes
State Affairs Coordinator Government Affairs Director
Phone 907-929-2722 Fax 907-929-2734 www.alaskapca.org alaskapca@alaskapca.org

903 West Northern Lights Blvd.  Suite 200  Anchorage AK 99503-2400
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In rural Alaska, villagers suffer in near silence

Bush residents struggle to baiance the need for food with the need for fuel — the building blocks of survival in a frigid winter that
has months to go. Some call for massive airlifts of aid.

By Kim Murphy
January 25, 2009

Reporting from Tuluksak, Alaska — As the temperature plunged to minus-40 degrees last month, Nastasia Wassilie
waited.

The 61-year-old widow had run out of wood and fuel oil, and had no money to buy more. Nor was there much food
in the house. But people here in rural Alaska try to take care of themselves. Her sister would come to help. Surely
she would.

Nearly three days later, when neighbors learned of Wassilie's plight, the Tribal Council put out a call on the VHF
radio that is the lifeline for most of the far-flung Yupik Eskimo villages along this remote stretch of the Kuskokwim
River.

People who had enough gas for their snowmobiles immediately set off across miles of tundra, hauling firewood
back to Wassilie's small house. A few offered helpings of dry fish, which most families keep in the larder for
winter.

There was little more they could do. Nearly every one of Tuluksak’s roughly 500 residents is performing a perilous -
‘balancing act between food and fuel -- the building blocks of survival in a frigid winter that still has months to go.

Life in rural Alaska always has been treacherous. But last year's dramatic escalation in fuel prices, combined with a
disastrous fishing season, plunged the ramshackle villages of America's frontier into one of the worst crises in
decades, prompting calls for humanitarian aid and demands for pricing reform.

"Holy Jiminy Christmas, what we're going through," said Dora Napoka, 49, the librarian at the village school. "It's
like we have to choose between six gallons of stove oil or six gallons of gas to go out and get the firewood -- or
does my baby need infant milk? Which one is more important?”

The public alarm first sounded from Emmonak, a town of about 800 people near the mouth of the Yukon River,
when Nicholas Tucker polled fellow villagers and found many in a state of desperation: They were running out of
food after paying up to $200 a week for fuel oil to heat their homes.

"Help is needed and cannot be delayed,” Tucker wrote in an open letter to state authorities that was published in
several rural newspapers this month, requesting a "massive airlift" of food.

"What is mind-boggling about the whole situation is that they have remained silent, anonymous, suffered, and
cried," he said.

Tucker included a terse case list of 25 households he had contacted. It read like a report from a Third World
country.

"Near-middle-aged couple, family of six. The husband cried as he was talking to me. . . . ," one summary read. "He
receives a very small unemployment income and is out of fuel alot. . . . His family has been out of food for quite
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? some time now. Their 1-year-old child is out of milk, can't get it and [the father} has no idea when he will be able to

get the next can. He has been borrowing milk from anyone he can. His moose meat supply is running out. . . . The
electricity has skyrocketed and he can't pay all the bills."

From a couple in their mid-30s: "He and his girlfriend have no heating fuel. Whatever money he gets goes to getting
gasoline for his snow machine to get logs. . . . Today, they had nothing for breakfast. Most of the time, they have
some dry fish for lunch or cup of noodles with [crackers]."

As word of Emmonak’s troubles spread, donations from across the country poured in. On Wednesday, a shipment of
5,300 pounds of food and other basic supplics was delivered by plane.

But regional leaders say dozens of rural villages -- where unemployment is at 63% and higher -- quietly are
enduring similar emergencies.

The main reason is the price of heating fuel, which warms homes and powers village electrical plants. While the rest
of the United States has seen prices ease since last summer, most Alaskan villages had to lock in purchase contracts
for their fall fuel deliveries while costs were at their peak.

Worse, some villages weren't able to get their bulk deliveries of winter fuel by barge because the early onset of
winter froze the river. Much of the fuel now must be flown in, which makes it even more expensive. Residents in
Tuluksak are paying $6.99 a galion for heating fuel, up more than $2 from last year, and $6.58 for gasoline. In some
villages, prices have climbed past $8 a gallon.

A typical home here is a small, primitive cabin without running water that may shelter more than a dozen people.
Even a family with a modern, efficient stove will spend $185 a week for heating.

"The oil is drilled right here in Alaska, and yet we're paying $8 a gallon? Something is amiss here. The oil
companies are making billions of dollars, and people here can't afford to eat," said Pat Samson, social services
director for the Assn. of Village Council Presidents in Bethel, about 35 miles southwest of Tuluksak.

The price for heating fuel and gas is only the beginning of the story. Groceries rmust be flown in at ever-higher
freight prices. A pound of hot dogs in the village store costs $7.39, and a two-pound loaf of domestic cheese runs
$17.49. A loaf of Wonder Bread is $5.85.

The cost of flying to Bethel has risen to $186 for a round trip, so few go there to shop -- and even fewer make the
trip to the dentist or hospital until ailments become urgent.

In earlier years, hunting, fishing and trapping helped villagers get by. But the market for fur has disappeared, and
the fish stock has declined precipitously. Last year, there was no commercial fishing season at all for the region's
mainstay, chinook salmon. Moose hunting, also because of declining numbers, hasn't been allowed around
Tuluksak for five years.

“Me, I have 17 people living in my house," said Elena Gregory, the Tribal Council secretary. She is the only
breadwinner in a household that includes her husband -- a seasonally employed carpenter -- four daughters, two
sons-in-law and nine grandchildren.

"I'm lucky because I have a full-time job. . . . Most people are two weeks on, two weeks off," a job-sharing
arrangement devised to spread out the village's 34 available jobs, Gregory said.

"Right now, my truck and my snow machine are out there rusting, because I can't afford gas for them," said Rachel
Sallaffie, a teacher's aide. "But we're lucky. I have four freezers of birds and fish, and two months ago my husband
got a caribou, so we still have meat."

Samson, an Alaska Native who grew up in the region before going away to college in Fairbanks, helps villagers
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7 here apply for fuel subsidies and other aid programs.

Walking through lots filled with abandoned vans and pickups -- the remnants of an era when the fishing was good
enough that people could afford cars and could repair them when they broke down -- he pointed to a shack made of
weathered plywood, its roof ripped open to the chilly sky.

"This guy asked for help fixing his house, but I couldn't do it -- too dangerous for the workers," he said.

"When I started this job, I was going to pay my student loans and then just work menial jobs after that, go
commercial fishing in the summer. Now, I've been to just about all these villages, and I've seen things -- things that
keep me working," he said. "It was going to be a six-month job, and come September, I'll be doing this for 18
years."

The state has sent fact-finding delegations to the hardest-hit rural areas. Bill McAllister, spokesman for Gov. Sarah
Palin, said officials were in the process of finding aid programs already in place that could be extended immediately
to help afflicted families.

The governor shepherded rural fuel subsidies and a $1,200-per-person fuel rebate through the Legislature last
summer in anticipation of the high prices, and now is looking to see what more can be done, McAllister said.

But doing much more can be politically difficult in a state where urban residents often resent the substantial
subsidies that keep rural Alaska afloat.

Stories about Emmonak prompted a number of angry comments to the Anchorage Daily News, some noting that
rural families often collect tens of thousands of dollars from the state's annual oil dividends and from annual tribal
corporation payouts, and asking why city dwellers should subsidize them even more.

"Folks who live in the bush do so because of a personal choice. Some just have the concept now that they need not
save and conserve because the government will pay their way," one letter said. "When you are not able to live there

for whatever reason, then move."

At the moment, villagers in Tuluksak say their greatest hope is that Venezuelan President Hugo Chavez will come
through again on his pledge to deliver free fuel to Native Americans -- a promise that could mean 100 gallons for
many families.

"What most people do not realize is that what our country as a whole has been seeing for the past year or $o is
nothing compared to the economic conditions that have been prevailing in many of our Native communities for over
100 years," Sen. Lisa Murkowski (R-Alaska) told the Senate Committee on Indian Affairs on Jan. 15.

"It is truly tragic,” she said, "that Alaska Native villages must depend on Venezuela for their safety net."

There is talk of distributing state-funded fuel vouchers to ease the crisis until spring. But Tuluksak residents say no
one 1s expecting much from Juneau.

"Two governors ago, we were promised no more honey buckets in the villages. And yet you see we still have the
honey buckets," said Gregory, referring to the portable toilets that are a pungent feature everywhere in Tuluksak
except the school.

"Sarah Palin got us the fuel rebate, but she never promised anything," Samson said. "Which I guess is to her credit."

Wassilie was making her way to the village post office the other day -- her slight, shuffling figure smothered in a
dark parka, moving like a blackbird on the snow.

Asked why she had waited so long to seek help, she shrugged, and smiled, and blinked, and didn't answer at all.
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Tucker says he's seen the same thing all over. Shame. Pride. Silence.

"You would think a Yupik village like this would be aware of its neighbors' needs, but we weren't, because people
were so shy and quiet,” he said. "They were suffering alone. Like one of them said during our testimonials with the
state officials, 'T thought I was the only one.""

kim.murphy @latimes.com

If you want other stories on this topic, search the Archives at latimes.com/archives.
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"But in order to have access to all the subsistence food, you have to be able to get out there and hunt for it"
Beans said.

And that requires them to go out on their snowmobiles, which means using more fuel.
The community is always gathering food, Beans said.

*All summer long we are putting away fish for the winter, by fall working on moose, then setting nets under the
ice for winter time. But now, this food which used to supplement groceries is all that people have, since they
can't afford to buy food at these prices.”

So residents have been forced to rely more on these subsistence methods.

Beans said her brother walks three miles in 20-below-zero weather to check on nets under the ice for fish. The
fish is a staple they need to keep themselves fad.

"The life out here has always been hard, it's just that its a lot harder now,” she said.
Emmonak resident Nichofas Tucker wondered if others were feeling the impact, so he broadcast an inquiry via

VHF radio, one of the common ways to communicate in the villaga.
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Tucker said many residents sobbed as they radioed him back. caraerbuilderos
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"His family has been aut of food for quite some time now,” Tucker wrote about ane resident in a letter sent to + Part Time Jobs
legislators and the media. "Thelr 1-year-old child is out of milk, [he] can't get it and he has no idea when he « Sales & Markating Jobs enter city: [::___]
will be able to gat tha next can.” « Customer Service Jobs
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"There are days without faod in his housa,” Tucker wrote.

A single father with five children choked back tears as he told Tucker of his struggle to help his kids. m mora options »

"Right now, we can't eat during the day, only at supper time," Tucker wrote of the man. “If there had been no

school lunch our kids would be starving. We Recommend

Many of the fribal leaders said they are begging the state and faderal governments to do something to help.
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George Lamont, tribal administrator in Tuluksak, Alaska, said because of the crisis and villagers' inability to . .
pay their utility bilfs, he fears many may have their electricity shut off. Suicldes: Watching for a recassion spike

=1 Watch how heating the house is a dally struggle for one famliy »

Alaska has given many residents $1,200 energy rebate checks, but residents say it barety helps them with Plant, Krauss rise at Grammys

one menth's heating costs. Aid agencies, including the Red Cross, aren't an option right now -- the Alaska
Red Cross said they couldn't help unless a disaster is declared. LAPD searching for R&B singer Brown

Bul the state hasn't declared an emergency vet, and it can't because of a state statute that requires the

. X . . Boy Scouts pepcorn recalled
average income levels in the villages to drop below $26,500 -- regardiess of the cost of living, ¥ pop

Alaska Gov. Sarah Palin's office said the state is trying to find a way to free up government help.

"Local government specialists in the state Department of Commerce, Community and Econemic Development
cont/nue to crunch numbers and seek creative approaches to finding a statutorily acceptable way to justify a
disaster declaration, which would open the door to federal aid, as well,” deputy press secretary Sharon
Leighow said.

Leighow said Palin is sending her new rural advisor, John Moller, to the area next week, accompanied by
representatives of the Alaska Fooo Bank.

Sen. Lisa Murkowski, R-Alaska, asked the Bureau of Indian Affairs to step in and help the towns most in
need.

" find it irenic, tragically ironic, that it takes an economic downtum in the rest of the country for this Congress
to consider an economic stimulus for Indian Country,” she said during a Senate Committee on Indian Affairs
gconoemic stimulus hearing.

The villagers hold out hope that tha state or federal governments can come through.
"People have reafly bean looking forward to some emergency assistance,” Lamont said.

wrerrzieEnT ’ After hearing the staries from his neighbors, Tucker said it's clear help is
needed now. "We have remained quiet, cried and suffered in silence,” he
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