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Candidate Industry: PETROCHE~·!ICAL I~:T.::rt·!E DIATES 

Description : An ethylene complex ~ich associated derivatives (polyethylene, 
ethylene glycol, styrene mononer, a.:.-.:o:lia and urea . 

Estim3ted Caoical Ccsts: $775 - $625 r.: illion. A world scale petro~hemical 
coreplex requires an escicated ca?acicy c f one billion pounds per year . A 
similar facility in the U. S. Gulf Coast would cost $520 - $550 million . 

Assurr.otions: 

• Plant Location: Kenai, or off pipeline with port access. 

• Associated deri vatives: polye thylene (low and high-density), 
ethylene glycol, styrene r:oi10:-::~r , ammonia and urea. 

• Investment includes 50,000 ~arrel/day natural gas liquids 
sepa ration plant . 

• Investr.:ent includes nornal "off sites" at 40% of battery limits 
invcstnent. 

• Investment does not inclu~e a~ditional infrastr ucture requirements . 

• Complex req ~ires about 3000 ba rrels/day benzene for s t yrene pro­
duction. 

I nf r as t ructure Reauiremencs: 

• Rail and/or wa ter links co inporcant markets. 

• Skilled and s emi-skill ed l abor with associated infrastructure. 

• Specialized fabr icatio n, ~aintenancc and repnl r industries . 

• Interconnecclon of produc t nnd ~a ce rinl flows with associated 
indu5trit..!s. 

• Power a nd water . 

Employment: 

Employment rcquircnents ·.rnr>· in cert:1s of nw:lbers nn<l s kill l evels wi th 
degree of downs cre::m processing . The industry l G not labo t· i n tensive . 
According co rct:en t estir:ia tcs , n h)"pOLht!t.icnl 0 11 c billion pound ethylene 
plunt has some 300 associated cr.ip loyc:i!c . At t he intermcdintc petrochemical 

, level, nssocfoLed er.iployr:ien~ increases drttmn t.Jcnlly to abou t 5500 pe r 
billion poundY of ethyl ene c~p~city . 
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Candidat~ lndustrv : POTATO P~OCESSI.;G 

Description: Farm product~ .n, storage, and processing of potatoes into 
froz en french fries. 

Estimated Caoital Costs: $3U-35 mill ion. A potato processing plane wich 
an annual output of 100 million r>ound::; of french Eries has been assumed. 
~pproximately 9000 acres of land will be required to produce sufficient po­
taCol!s to support the facil:!.ty. Ca p i ::<1 l costs are estimated to be : 

Facilit:.z 
Plant Processing Facility 
Field Storage Facility 
Farm Land De~el~pment 

Ass umptions: 

$ Nillions 
9 - 11 

17 - 19 
q 5 

. 30 35 

• The land yields a re bas ed on l ower 48 statistics . 

• 270 million pounds of pocatocs will be r equired to support 
u 100 mill ion pound produc t ion fo c lJ tty . 

• Capital cos ts do not include land. 

1:1 f r uSL n · ~ turc Reoui t·e 1:!c n t s : - ---
• Roads 

• Power and wa t e r 

e l.a 1JOr 

EmploY,rncnt : 

'fyp1c:1 l employment r equ i r er1c11ts J ncl ud~ : 

Processi ng pl:rnt 
Field Storo~e 
Fn rm Produc tion 

TOTAL 

907. um1k l I I (•d , 107. skll l ed 

250 
30 
27 ...--

307 

.. 
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Candidate Industr\' : PULP AND PAPER D;Dt:s-:-:: 

Description: Production of newsprint fr :;>::. ?t.:.:;:: ·..;ood and ch-:.ps. 

Estimated Capital Costs: $225-275 milli ~~. To ~uild an econo~ically · sized 
ne1.;sprint mill which uses thermo mechanica: ?"Jl?i.ng process for converting 
solid wood in\:o fiber for paper making re ~.: ires a productive facility with 
a capacity of approximately 500 tons per day or 175,000 tons per year. 

Assumotions: 

• An adequate wood supply of soft·-·ooc pulp wood and sawmill 
residues existing to meet th..:? a :'1:rnal ce::iand of about 
200 , 000 cunits of wood. 

• Access to deep water is availab.:.a co allow shipments to 
the West Coast and Jap~mese nar~:;::s . 

· • Does not include co ::: ts of acq•Jisi ::..:- :'! o: timber a nd/or 
timberlands . 

Infrostruccur~ Requirements: 

• Port, de ep water 

• Energy/Power 

• R.:iil service and re ads 

• Forestry suppor t scrvlccs 

Emeloyment: 

T0tol employment is 200 to 250 people ; 20 : ::c 25X unskilled; 75% to 80%, 
skilled. This docs not :Lncludc ncasonal l cb.:> r needed in the fC't"ests co 
supply pul.p wood. 



Candidate Industry: PULP AND PAPEL INDUSTRY 

Description: }lanufacture of bleached paper grade kraft market pulp for 
sale to the paper i~duscry . 

Estimau•d Cap_~.tal Costs: $450- 500 million. New bleached kraft market pulp 
mills ~re being built with an ann~81 capacity of approximately 350,000 t ons 
or 1000 tons per day average . Tyfic~l construction takes 30 to 40 reonths. 

Assumptions: 

• An adecuate softwood s upply is available within an economic 
hauling distance to a ceep W<ltet• port. 

• A good su~ply of proces s water is available, and water and 
air envirc nment ~l regulations for waste disposal ca!1 be met. 

, • Capital estinates do no t include costs of buying timberlands. 

Infrastruct ure Rcqui r emencs: 

• Deep water port 

• Forestr y support services 

• Roads and rail service 

Employn.-?nt: 

Wo rk .f:orcc of permanent na rurc woulcl be nbout 350 to 400, of thes e, 70% to 
80% would be skill ed. This docs not include seasona l forest workers needed 
to cnoure wood s upply. 



Candidate Industrv : S.-\WNILLI~;c 

Description: Cutting of dimension lurr.ber and bo;•rds . 

Estimated Caoital Costs: $26-33 Dillion. The cost associated with the con­
struction of a di:nension mill having an C?nnual capacity of 90,000 HBF is 
$26-33 million in Alaska. The appropriate economic size of a sawmill is very 
flexible and dependent on location, timber, and market factors •. 

Assumptions: 

• Timber is available in sufficient quant~ty and quality tQ support 
t he· mill. 

• The mill qas access to in-place shiµping faci lities . 

• Di1.1ension lumber and boards ~re appropriate products (rather 
than studs) given the ti1ilber and lilarkets avail able. 

In~rastructure Reauirements: 

• Roads 

• Rail and/or water shipping facilities at the site . 

• Pm;er 

Er.iolovment: _. 

Work force of 200 -· 225, appro:-:ima tely 70% skilled, 30% unskilied. This · 
estimate is for a mill of average efficiency nnd automation l evels. 

Additional Comments: 

• Current sawmill construction projects in t he United Stutes range 
fr om a $6 mHlion stud mill in the Southeast to a $118 million 
ntate-of- the- art dir.iension mill in Loneview, Washington. Several 
high volume small log snw::iills ar~ also under cons t ruction. The 
point is an " econor:iic size" unit for a sawmill is site specific 
and would be for different locations ~ithin a given region of 
Alaska too. 

• Workins capital requirements arc estimated to be 20Z of fixed 
capital expenses. 

• Operating expenses arc estimnted to be $75.00 per •mF in the 
Northwest and \;ould most likely be conoidcrnbly hir,hcr in Alnska . 
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Alaskan Study - II 

Candidate ·rndl!stry: · STEEL:L.\.KING 

Description: Production of steel light section rods, ·~erchant bars 
and structural shapes for local market consun?tion by electric furnace 
ste.elmaking from local and importe~. scra? or sponge iron raw materials. 

Estimated Capital Costs: $120 - $240 m'illion. Current designs of small 
steel plants, so-called minimills , are b~sed on electric fur~ace steelmaking 
from scrap or sponge iron raw materials, continuous casting oi the molten 
steel to extended billet lengths, and hot rolling the billets with a mer­
chant bar mill to prod · ·~t shapes of rods ; bars and light structural sections. 
The capacities of minimills range from 100,000 tons per year to appro~irnately 
600,000 tons per year. At the lower range, plants have a limited product 
mix but at the higher range, the product ~ix is broadened to include more 
sophisticated and higher valued· products. · The unit ca?ital cost of a mini­
mill could. range from $300 - $600 per ton , for the plane facilities . The 
capital costs indicated above represent a 400,000 ton per year facility. 

Assumptions: 

• A mi nimill consumes about 1000 k-.. ;h/ ton with intensive short 
time peak power demands. 

• Tile economic viability of t he nininills has depended on their 
having access to low-cost melcing stock for raw materials, 
coupled with a local ma rket for their limited product ·mix 
located away from r.mjor steel producing planes. These same 
elements will govern the viability of a mini~ill in Alaska . 

Infrastructure Requirements : 

• Power 

• Fue.l 

• Scrap or Sponge Iron Raw ~~cerial 

• Loca l Labor Force 

• Highway Sys tem Throughout Market Area 

• Rai.Lroad 

· Employment: 

\'· 
Work force wuuld range from about 200 - 300 for the smaller min i nd 1.l up to 
800 - 1200 for the l a r ge r ~inimill , with manage r i Rl and skilled personnel 
about 30 - 35% and the balance operators, ~orkcrs nnd l1 e l pcrs. 
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Candidate Inciust:r>:: STEELHAKn;G (Continued) 

Additio~al Comments : 

One of the ~ost recent minimills in the U. S. has a capacity of 600,000 
tons per )'ear with a raw material mi>: of scrap and sponge iron , a cost 
of $150 - $200 million and full em9loyment of 1200 personnel. 



,. 

Candidate Industrv: TOURIS~ 

Description : The actraction of 600, 000 to 1,000,000 non-Aluskans to the 
state for bus ir.ess or vacation. 

Estinated Caoital Costs : Could be in excess of $500 million. The development 
of tourism in Alaska is dependent upo:i hotels and accommodations in gateway 
cities , infrastructure outside mnj o r cities, and lower cost Alaskan vacations. 

• Ancho1·age will need approxir..ately 5,000 more hotel 
roons to handle the inc: eased flow. Current con­
struction costs are $60,000-$65.000 per room. 

• The. development of a major self -contained tourist 
facility at Tokichitna Glacier could cost in excess 
of $50 million. 

• 100- site campground parks cos t in excess of $4,000 

• A convention center dcpendi~g upon size and multiplicity of use . 
$25-50 million. 

Assu~ption~: 

• The ;->rim:try tourist att ·r:.ictions currently exist in Alaska 
in the form of national parks, pri stine environment , and 
h~nting or fishing . 

• 1he land cost portion of an Alaskn11 trip or vncntion will 
renain high relative to other vacntion opportunities . 

• Awareness and demand le\'cls nt·.:? sufficiently hich or •·Ul 
he raised to at t ract 6001,000 to l m:lllion vl!.lhors. 

Jnfrostructurc Req11iremcnts: 

The rnquircmcnts arc extensive in the forn1 of: 

• Transportation networks to outly;l.ng ;lttract.lon cenLc1·s 

• Visitor and infonn.1tjon cente rs 

• Food 011d nccommodations 

• Visitor .1nd i.n(orm:1 tion c:<'nters 

F1.1 i}loym1.?nt : 

,\ currl~nt work force of 8,000 pcop1c.: nrt.! cmployl!d in tourist-rcl.llted imlus­
tri~s for an cstimaLcd 300,000 visitors. An n11Li cJpatc<l work fo rce of 15,000 
scr.iir.kHJ.cd t,·o rkcrs mlght he needed Lo support " 1 mlll.lon v lf:;lLor populntion. 

t\dd it 'lo110 I Cor.m1cn ts 

Tourism , unlike the othe r cand.i<lotc industries , docs not produce n pi:oduct 
and will not be c:~ rnbl.i shcu with th•:? constn1ctlon o f a sJnglc Cacillt:y. 
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S40 Tyonck Drive 
· Anchorage, Alaska 

99501 Chairman . 

907-274-2446 

~=Ious~ uf ~~epreseubtti\Jes 
pc.ucH v JUNEAU 99811 

M E M 0 R A N D U M 

RE: ADL Study 

TO: Reps. Malone & Gardiner 

FROM: Rep. Gruening -• 
DATE: May 5, 1978 

WAYS and MEANS SUBCOMMITIEE 

Membor 

FINANCE COMMITIEE 

LEGISLATIVE.COUNCIL 

Attached is a copy of a March 22, 1978 letter from Mr. 
Hurley of ADL st.atin·1 that the addendum to the main ADL 
study "Economic Development in Alaska" was done in lieu of 
task 5 of the original proposal. Task 5 was not done -
" . •. we will not be completing the development of investment 
criteria for the fund since our earlier work and our report 
suggest this step will not be neccessary." To the contrary, 
the report and addendum ($7.4 billion in capital needs for 
candidate industries) show that investment criteria are 
absolutely necessary. I did not approve redefinition of 
task 5 nor approve the addendum study as required by free 
conference intent. 

At Hugh's urging, I wrote AOL asking for a response to the 
unanswered questions (letter attached). According to Peter 
Bushre of Revenue, who has taken Edenao's former position, 
the bottomfish industry feasibility study is part of the 
redefined task 5 which will not exceed $14,500. 

Attached is a draft copy of the proposal which will have 
some of: t he same deficiencie s t:he origina l ADL study has . 
Edenso is now in San Francisco talking to ADL and the final 
ADL proposal for bottom fishing is being developed. I 
suggest we contact ADL and Edenso (Hyatt House 415 398-1234) 
and get a meaningful study done. 



Arthur D Little, Inc. oNE MARITIME PLAZA · sAN FRANc1sco. cAuFoRNIA 94111 · (415) 981-2500 

March 22, 1978 

Mr. J irn Ed en so 
Deputy Commissioner, Treasury 
State of Alaska 
Department of Revenue, Treasury Division 
State Office Building 
Eleventh Floor 
Pouch SB 
Juneau, Alaska 99811 

. ,, .. .. ... 

. ' 

.. 

' 
.J 

.. ~ ... -
.... .. .. . 
·: ·· 

Dear Jim: 81102 

We appreciate the time which you spent with us on Monday and Tuesday · 
and believe the presentations went well. We are looking forward to 
completing the bottomfishing feasibility study and the capital cost 
estimates. It is the purpose of this letter to conf lrm our conver­
sations of yesterday which in effect alter our existing contract. 

The changes .in the contract involve substituting the task of estimating 
the capitol requirements for the several industries which we recommended 
that the State of Alaska evaluate in lieu of Task 5 of our existing 
contract . !.!'_ other words, we will not be completing ~he development 
of investment criteria for the fund since our earlier work and our 
reports SU ges t this step will not be necessar • On page 13 of the 
ex s ng contract it is · n cate as would be def erred and 
would not be commenced without your prior written approval and that 
the nmount paid for Task 5 would not exceed $11+,500. We have agreed 
now to s ubs titute the capital rcquirem~nts es tima t e report ond that 
our charges for both professi onal services and expenses will not 
exceed the $14,500. 

All other terms and conditions of our existing contract will remain 
in force and we will continue to operate und er Arthur D. Little, Inc., 
case number 81102. 

Per your di rection we have alrr ~Y started on the ~pital cos_t~i­
mating rcqujJ:cmentJLand the work will be conducted und~e di~~~tion 

ofCyllernann; worki ng wlfh- cy-i:trl1.- be Hr:-Sfej5hen Race and Ms . 

CAMBRIDGE. MASSACHUSETTS 

AlHEN~ IJ HtJ~.'iELS C.\Ri\CAS LOMOON P,\AIS RIO OE JANEIRO SA.'I P'MNC1SC"O I O"lONIO \Vf,<';t<l 'IGT')N \'llESEIAOEN 



Mat:ch 22, 1978 

-2-

Mr. Jim Edenso 81102 
Deputy CottUnis sioner, Treasury 

Kathleen Blr-:kmer plus those industry experts who particii;iated in 
the base st t'y . We expect to be able to ;'hon~ you by no later than 
Monday, Apr . 3 with the cost data and we -;..·il'i then submit Writte..'l 
materials wl i.ch will docliment our ass l1rr.ptior.s and cost estimates 
relative to the industry groups. This letter should arrive in your 
office no later than April 7. 

Pleas~ sign and· return this copy so that our records will indicate 
our mutual understanding of this contract task substitution . 

In addition we are submittin a full ro osal for the bottomfishino 
industry feasibility stu y. This proposal wil~ e sent to you no 
later than March 27. 

DGH/ck 

cc: Contracting 

Approved for 
ARTHUR D. T .. ITTLE, INC. 

n~urc:1i~ 
Author i zed Contracting Office r 

CS:~~·::::....---
David G. Hurley 

Accepted for 
THE DEPARTHENT OF REVENUE 
STi\'fE ~LASKA . 

~~~ 
Title~~ 
Dqt e /?i ~ 2-f? / /?c)> -
APPROVED: 

Dcp. r r !nt of Administration 

Date 
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I. INTRODUCTION AND SUNHARY 

A. PURPOSE A~ SCOPE 

On November 7, 1976, the voters of Alaska approved a constitu t ional 
amendment provi ding for the es t ablishment of a "Permanent Fund" the purpose 
of which is to "preserve a legacy for future generat ions of Alaskans and 
still provide i mmediate benefits to present Alaskans .. ... the Permanent 
Fund will give t he State the opportunity to invest revenue received from 
non- renewable r esources into renewable resources. "1< It is expected that 
the Permanent Fund will provide a sound basis for ongoing economic develop­
ment beyond the period of non- renewable resource extraction. 

Among the goals expressed for the Fund in proposed l egislation are : 

• 

• 

• 

To fa cilitat e the diver sification of the economy of 
Alaska by making sound investments in Alas ka' s 
r enewa ble and non- renewable r esources , 

To seek t o smooth the cyclica l pa tte rn of g r owth in 
the A:askan economy , and 

To encourage and assis t the par t i cipa tion of priva t e 
caplta l from both within and outside Al aska in 
pr i va te ent erpris es o f benefi t t o Al askans . 

The concept of the Pe rmanent Fund is well es t ablis hed, a nd the prin­
c i pal deba t e i n the l egislatur e and by various c itizen groups has been 
over t hf alloca t Lon o f t he funds and t he dete rmi na t ion of their ult lma t e 
use -- whe the r t hey s hould be used for economic devel opment purposes such 
as t he s timula tion o f speci fic i ndus tries , o r the devel opment of i nfra ­
s tructure to sup port pr i va t e capital i nves tment; whe the r they s houl d be 
placed l n " i nvestment g rade securiries 11 and the i ncome used to defray 
deb t wi t l1Ln the s t a t e : o r whether the f unds s hould be used fo r public 
wor ks a nd commun i t y development p roj~cts. 

Given t he many oppo rtunities for use oE the funds fo r t he benefi t of 
Alaska ns , and giv1:?n t he va rious l egisl a t ive and admi nistra t ive proi;pec t s for 
i nves t ments , t he IHrecto r oE the Department of Revenue i ntends t o estab­
lish c r i t e r ia fo r i nvestment based on analys i s of economic sec t or s , 
i ndustries , o r po : tions of economic ac t i vlti es that appear t o have t he 
grea t est payoff in the long r un fo r Alas kn ln t erms of d1ver sif ication, 
income distribution, a nd var ious o t he r ec:onomir, goal s the s t ate might: 
develop . 

:'<Gove rnor Jay S. 11 .. unmo nd a s quo t ed l n ''Tht! Alnskan Economy, " i>ubllshed 
b:,· th~ Scar:e Department or Commerce a nd Economic Development , .June 1977 . 
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In October 1977, the Director of the Department of Revenue entered 
into a contract with Arthur D. Tittle, Inc., to provide a sectoral analysis 
which woul' provide an overview of the Alaskan economy linking both the 
existing and pot~. ~ial economic sectors to the overall markets within the 
United States and foreign economies, particularly those of Pacific Rim 
nations. The economic analyses conducted under this contract were intended 
to provide a background and framework against which projects seeking assist­
ance from the Permanent Fund could be evaluated. 

In preparing this report we utilized information gathered at meetings 
and discussions with various state government agency representatives and 
citizen groups; 0xamined previous and current studies, focusing on the 
compilation of data; and drew on our own knowledge of econumic development, 
both domestic and intern~~ional, to analyze economic activity and indus­
trial development in Alaska and to consider the major projects which may 
enhance or detract from the state's economy . The latter include cuter 
continental shelf (OCS) development, the possible move of the state capital, 
and development of the ALCAN gas pipeline. 

We surveyed and analyzed stacistical data on Japan and the lower 48 
to identify those i ndustr ies or industry expansions which could enhance 
the state ' s economy or otherwise provide opportunities for Alaskans or 
investment opportunities for the Permanent Fund . We examined selec ted 
industry markets in order to determine the priorities for possible partic­
ipation by the Fund . 

The sectoral analyses consisted of a screening process in which we 
identified the resources of Alaska, both labor and material; industries 
which could be supported by these resources; and markets for the industries: 
domestic Alaskan markets, lower 48 markets , and international markets. 
We identified candidate i ndustries with potential fo r Alaska, and analyzed 
them in terms of the short- and long-t,· rm potential and i n t erms of their 
ability to mee t the state economic development goals. 

Mo re specifically, the study , which encompassed a period of six months , 
included : 

• 
• 

• 

• 

• 

A sec to r al analysis of til e economy of Alaska, 

A sec to r al analys i s o f the economy of the United 
Sta t es as a whole, 

An analysis of the Japanese economy, particularly 
as related to demand for Alaskan resources / prod ucts , 

An analys is of the interrelat ionships among the 
three economies , 

The ~e termJ nation of the lndu5trial development 
opportun i t i~s in Japanese and U.S. economies1 
which could be exp loit ed t hr ough inves tment by 
the Permanent Fund, 

t - 2 Arthur D Llctle. Inc 
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B. 

• Rationalization of economic development opportunities 
in Alaska vis- a- vis the stated and perce.ived economic 
development goals of the state, 

• A review 0f the conclusions developed from the above 
analyses with the representatives of the Department 
of Revenue and the vario~s state agencies concerned 
with the dir ection and use of the Permanent Fund, and 

• The preparation of this report. 

CONCLUSIONS 

Opportunities for industrial development in the State of Alaska exist 
within industries characterized as agriculture , fishing, tourism, oil and 
gas exploration and refining, coal development, development of hardr ock 
minerals, forest products , hydroelectric power, pulp and paper, cyclic 
intermediates and chemicals, aluminum, and iron ore mining and direct 
reduction . 

The role of the Permanent Fund in the development of these industries 
will depend largely on the resources of the licensees or developers, the 
strategic plans of the native corporations which are evaluating entry int~ 
some of these specific indus tries, and the t iming and growth of these 
industries in the lower 48 and Japan. We have concluded in general, how­
ever, that the Permanent Fund may best be used for development of infra­
structure leading to the investment by operators in the private sector both 
in Alaska and Japan and from the lower 48 , and/or the development of 
feasibility studies which will clarify the economic role of operators and 
inves tors and the timing of investment. Our ove rall conclusions, which are 
more thoroughly developed in Chapter VI of this r eport, are as follows: 

1 . Over the short term, it i s unlikely that there will be 
significant development of new indus tries - - i.e., 
industries not currently present i n Alaska. Because 
Of the long lead time necessary for the development of 
jndustrial proj~cts, particularly ln Alaska, there is 
a role for th2 Permanent Fund in developing the pre­
liminary feasibility pla ns fo r particip3tion in new 
industries and the determination of the role of other 
s tat e agencies and native corporations. 

2. 

3. 

Short-term i ndus trial growth will ue concentrated i n 
fis h processing, lumber and pulp, 3nd petroleum-related 
industries . 

Growth in the forest products a nd the petroleum based 
indus tries could be seriously cons trained by environ­
mental or other insti.tutional fuc t or s . 

[-3 Anhur D Little. Inc 
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4. 

s. 

6. 

7. 

8. 

9. 

10. 

11. 

Growth in industries dependent on the construction 
sector (asphalt and cement) will depend on the execu­
tion and timing of major projects planned in the state 
(OCS development, capital move, ALCAN pipeline, etc.). 

The major long- term industrial development opportunities 
will depend on factors outside the sta t e's control -­
world demand and prices for minerals and other resources . 
That is, Alaska, despite the wealth represented by 
the Permanent Fund and the resources of the Alaskan 
native corporations, will not be in a position to 
dictate its future development. 

The federal d-2 land proposal is the mo~t important 
economic development issue cur·rently facing Alaska. 
After specific land designations have been made, it 
may not be economical to develop resources on the 
residual lands if the most efficient transportation 
corridors cannot be used because of the wilderness 
classifications. 

While vertical integration of resource- based lndus­
tries could proceed co the intermediate product stage, 
final processing of consumer goods depends on proximity 
to large markets and therefore is not a likely 
development possibility in Alaska. 

Alaska's tourism industry will continue to grow as 
a result of promotion and development efforts currently 
underway. Tourism is in 3n early stage of development 
and has considerable potential to mesh with the goals 
of the Permanent Fund. 

Most of the industry candidates which were the subject 
of the sectoral analys es and whlcl1 Eit Alaska's 
resources and meet the s tate ' s economic development 
goals, conflict with state and/or f~deral regulatory 
and environmental goals . 

Ther e is a need co review, coor1l inac~ . and organize 
state policies on economic development, environmental 
protection, land use, energy, employment, and taxes in 
o rder to lmprove the business climate and to provide 
a rational framework for indu!;tri.~l development. 

The long-term payback potential of lnvcstment in 
ln fras truccure may be the major in-s tate investm~nc 

opportunity for the Permanent: Fund . Some infrn­
structure -- e . g ., an industrial port -- may be 
eventually paid foe by the user tees . Ot her lnfro­
structurc development - - e .g., railroads -- may 
generate large amounts of employment anJ t::ix revenue 
whi ch ca n indirectly reimburse the Fund. 

I-·4 Arthur D Little. Inc 
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C. RECOMMENDATIONS 

!). 

Based on our findings and conclusions, we recommend that: 

l. 

2. 

3. 

Those managers of the Permanent Fund concerned with 
economic development should conduct feasibility studies 
on specific industries which the sectoral analysis 
suggests are growth opportunities for the state. These 
feasibility studies should be focused on the role of 
the Fund in infrastructure development plus possible 
participation in financing feasible new industries and 
expansion of existing industries . 

The staff of the Permanent Fund should not ignore the 
investment potential of the combined assets of the native 
corporations and the Fund: that is, working together 
on industrial development the two, having complementary 
goals for natives and the state in general, will 
obviously have a gre~ ter impact than each working alone 
or competing for investment opportunities. 

In addition to infrastructure development, the Fund 
staff should investigate the costs and benefits of 
public works projects such a$ hydroelectric plants , or 
fisheries improvements suc h as h::iccheri.es, which can 
have secondary and tertiary b~nef lt s in t erms of 
creating employment and renewing resources . These 
lnvestm~ntg and operating entities .:rn such should be 
able to return inte r est or dividends on the equity 
invested by the Permanent Fund a nd thus not necessa dly 
comprise a sunk cost. 

THE ROLE OF THE PERMANENT FUND 

The Permnnent Fund clearly has the potcncfal. to plily a m<.tJOr rol e in 
Al:rnk.:i' s economic development. Although ther e 1'.\re many outside forcc:s 
which will shape the direction of Alaska ' s eco11orny, the sta te will be able 
to foste r industrial development by decislon on such mRttcrs as provision 
of tronsportatlon infrostructurc, and taxes , and wJ.11 be able t o mitigate 
the adverse impact s of growth by providing publk se rvices , housing , and 
the like: the Fund c.:rn stimulate development by providing equity capita:,, 
Long- term l oans , or debt gun ran tees [or n1?w business. 

However, based on the economic rcse~rch reported here, we believe 
that the mnjorlty of the f unds available for ~conomic d~velopm~nt shoulJ 
be l1eld while long-te rm oppo rtunities 3re studied ln detail. ~ore in~edlotc 

cnpJ taL need~ con be lJentified and met, sucl1 ns mo(tgngc f lnonclng of 
additions to the fis hing fl~et . Equlty lnveHtmcnc~ and loans fo r larger 
project~ will more prudently follow dctail~J study of sp~cific propos al s 
or posslble developments, including flna nc i..il plans , markets a\'::tilable, and 
non-Elnoncial impacts. 

r-s Arthur D Lu de Inc 
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The Permanent Fund's goals can effectively be used as the basis for 
investment decisions. That is, given two or more equally attractive 
projects (in terms of standard financial criteria such as rate of return 
and cash flow) the goals of employment, income, and reliancQ on renewable 
resources can be used to choose among these projects. 

The Fund's mandate is to make investments which will diversify the 
economy, helping to reduce cyclicality and provide new opportunities for 
the state's residents. As discussed above, market forces and overall 
economic development trends beyond the state's control will to some extent 
perpetuate cyclicality and other negative economic fluctuations i n Alaska. 
Further, the availability of capital will not, of itself, be a significant 
attractor of new industry , particularly large national or international 
firms. It is more likely that Permanent Fu~d financing for new business 
will go to smaller, lac.al firms or entrepreneurs who arc unable to raise 
money from out-of-state institui-ions and whose requirements exceed the 
lending ability of local banks (in amount or term). 

Nonetheless, there are opportunities for the Permanent Fund in almost 
all industries likely to ~xist in Alaska, as the sectoral analysis that 
follows will indicate. Some of these investments will help to stimulate 
new business or help residents participate in exis t i ng or new industries. 
Others could be equity investment3 in larger projects, made to r eturn a 
port of a major venture ' s profits to t he state and its people. Areas 
for Permanent Fund consideration, and other state actions whlr. h could 
stimulate development, are outlined below. 

Specific Areas for Consideration 

State and federnl agencies are already involved in the fishing 11\dustry 
in resource man.'.l gement and research, identi fica tion of new markets , salmon 
hatchery programs, and lnvestiga t ion of bottomfis l1 i ng . As the marke ts and 
requirements for bottomf ishing are identified, the Pennanent Fund could 
make or guarantee loans to f i nanc e fisl1ing boats or processing facilities, 
the latter possibly in coop~ration with native corporat ions . Other local 
busines ses whkh might be loan c.:ind1dates ;:ire fishin g industry sup port 
facilities (e . g. 1 boat r epair ya rds) . 

The s t a t e ' s role i11 the lumber and pulp lnJustry will pr obably be Ln 
leasing timberl~nd. Existing demand in Japan wi ll be the s timulus for 
g rowth, and J apanese companies s hould continue to be principal i nvesto r s. 
Over the long-term, thei:e mny be an opportunity fo r equity investment 
Ln on integrnted pulp ~rnd paper mill. Local mark.at-oriente<l wood products 
fjrms may be candida t es for loans. 

The state i s already i nvolvc<l in the o il and gas indus try anJ related 
refining a nd chemicals pro. ~uc tion. Becnu::;e of its .'.lbility to de t ermine 
the state lands nvailabl. e. fo r leasing nnd the timlng of s uch leases, the 
a tate will have some control over oil und gHs explorntion and production. 
However, the s tate! will not be uble to control oil and gas deve lopment on 
native corpor.:iti.on and federal lands . 

1- 6 Arthur D Little. Inc. 
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The state's decision to accept North Slope royalty oil in kind for 
sale to an in-state processor is another example of the state 's role in 
creating jobs and income. The success of this initial petrochemical venture 
will influence f uture decisions on use of royalties and the economies of 
Alaskan production. (That is, a successful petrochemical plant could lead 
to additional sales of royalty oil, gas, and possibly hardrock minerals to 
in-state processors.) 

Possible opportunities for local business (and thus Permanent Fund 
investments or loans) in oil and gas and related industries include oil 
industry support. (Native corporations have already invested in companies 
to perform construction, pipeline camp support , and similar functions.) 
While Alaska is not a likely location for the manufacture of oilfield 
machinery and equipment, possible services would include camp construction, 
food services for oilfield workers, etc . Similar businesses would be 
required to sup?ort OCS drilling activity (home building, construction of 
warehouses, etc.). The Permanent Flmd could also provide short-:·erm 
loans to local governments impacted by oil (or other) developmen ts to 
cover the gap between increased service demands and realization of addi­
tional property tax revenues. 

The state has become involved in promoting tourism in the lower 48 
and Japan and financing local tourism promotion programs. The opportunities 
for increasing tourism will involve development of destination attractions 
(ski lodges, fishing camps, etc.) outside the principal cities and pro­
viding transportation facilities to reach these destinations. Since t he 
tourism industry is not likely to be able to finance its· own transportation 
development, tourism may follow other industrial development. The state 
should be alert to investment opportunities in tourism facilities located 
t o take advantage of exis ting or new transportation routes. 

The Delta project currently bein~ carrled out by the Department of 
Commerce and Economic Development will help determine agricultural invest­
ment opportunities by providing information on the economics of larger­
scale farming in Alaska. Over the shor t-term, opportunities will exist 
in expanding agricultural production for the local market (development of 
a middleman system linking small farmers with suppli e rs and consumers) . 
As agriculture expands , thera will be opportunities (and needs) for 
processing facilities for meat, vege tables , and grains, including such 
applications as producing alcohol fr.om potJtocs. Agricultural infra­
structure (land cleartng and drainage, irrigation, transportation, and 
distribution) is a possible area for coopcr0tivc state-native corpr ration 
investment or loan programs . 

Longer term, large- scale agricultural devc.lopme n t, if feasible , would 
provide opportunities for investment in processing , storage, and trans­
portation facilities . The dedication o f some two ~illion acres of land to 
export grain farming would require substantial capital to acquire tlie land 
and prepare Lt for plant ing . Other necessary facilltie s would include 
rail or road transportation from form~ to ports , gr:iin elevators, and 
special grain handling facilities to load ships . 

I-7 Arthur D Little Inc 
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Other agricultural-related investments could be in the use of chemicals 
made in Alaskan plants for Alaskan agriculture. For example, urea, 
currently produced in Alaska, is a major input to fertilizer production. 
Agricultural limestone could also be processed in-state. 

The initial requirements for coal and other mining operations will be 
transportation infrastructure -- access roads to mines and rail or port 
facilities for product shipment . If a study of mining lease holders indi­
cated sufficient demand, an industrial port would be a good investment 
opportunity because of the long-term payback and income derived from port 
revenues. Alternatively, the Permanent Fund could guarantee the revenue 
bonds of a local port authority. 

The possibility of Pennanent Fund investment in roads will be limited 
because such infrastructure wil l not produce income. However, the indirect 
payback potential -- in jobs, a :cess to tourist destinations, and improved 
transportation facilities for st1te residents -- might justify general 
fund investment. Similar argumen i s could be made for investment in the 
trans-Canada rail extention. 

In summary, Permanent Fund investments could take the form of loan 
capital to finance local business, equity in large development projects, or 
financing or guaranteeing infrastructure developm~nt. The local businesses 
are likely to occur over the short term, while equity investments are a 
longer- term development . Investments in infrastructure will depend on 
policy decisions and the perceived benefits in t erms of social as well as 
economic criteria. 
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II . CHARACTERISTICS OF THE ECONOMY 

This chapter presents an overview of the current status of the Alaskan 
economy in terms of population trends, labor force and employment , rela­
tionships a~ong the pr incipal economic sectors, and interactions with the 
U.S . and foreign economies. It also includes a discussion of the principal 
institutional, legal , and regulatory issues which have affected economic 
development in the state and which will continue to determine the future 
level and direction of gr owth. The purpose of this baseline summary is to 
identify the specific pr oblems of the economy which the state is seeking 
to solve through the devel opment of new industry and to describe the condi­
tions which will have to be considered in assessing the likelihood of 
Alaskan location for specific industries. 

A. POPULATION TRENDS 

Population in the State of Alaska has almost doubled since statehood, 
from about 220,000 in 1959 to a current level of more than 400,000 (see 
Figure II-1) . From 1959- 73, total population grew at a rate of approxi­
mately 3% per year, with the majority of growth due to natural increase 
(births minus deaths). However, since 1973 the rate of population gr~wth 
has increased substantially as a res11lt of in-migration. During 1974 and 
1975, Alaska experienced net in- migration of about 30,000 people per year, 
attracted primarily by trans- Alaskan pipeline-related employment opportunities. 

From World War II through the late 1950s, members of the military made 
up a large share of the state ' s population. In 1943, about 65% of Alaska 
residents were members of the armed forces; during the Korean War military 
personnel accounted for about one-quarter of. the state's population. Since 
statehood~ the number of military personnel in Alaska has been declining 
gradually . The military share of population was about 14% in 1960, 10% in 
1970, and is currently approximately 6%. 

Alaska ' s native population has grown at a rate of 21; per year since 
1960, and is currently about 60,000. The native share of total population 
has been declining slowly and is now about 15%. While average birth rates 
among the natives have been higher c:han those Eoc the state's total popu­
lation, natural increase has been off set to some extent by out- migration 
of nativ2s for education and ocher purposes. (Approximac:ely 20,000 persons 
enrolled under the Alaskan Native Claims Settlement Act live outside the 
state.) Furthermore, in- migration to the state in r ecent years has accel­
er.ated overall population growth far beyond the contribution oE natural 
it;crease. 

As the state's population has grown, it has become more concentrated 
in urban centors. In 1976 , the Anchorage Census Division contained some 
45% of tlie s t ate ' s total population, compared to 37% in 1960. The state's 
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three largest cities -- Anchorage , Fairbanks, and Juneau -- contain nearly 
two-thirds of the total population . Moreover, because of the low level 
of population outside these cities, isolated events have significant effects 
on population levels and growth rates . For . example , population in the 
Barrow-North Slope and Valdez Census Division has tripled since the startup 
of pipeline con:5t·rnction in 1974 . 

The age distribution of Alaska ' s population is significantly different 
from the national average . In 1976, more than 83% of the state ' s popula­
tion was under 45 years of age - - the comparable national figure was 69%.* 
Less than 3% of Alaska's population is older than 65 . Factors contributing 
to the relatively low age of Alaska ' s population include a higher than 
average birth rate and the in- migration of young adults, particularly in 
the last few years . 

Historical popalation growth trends in Alaska are likely to con t inue 
over the next several years. The state's rate of natural increase should 
remai n above the national average, in large measure because of the age 
distribution of its population . While i n-migr a tion will fal l off from 
r ecen t levels of 30, 000 per year, the average rate of the decade prior to 
pi peline construction (about 3500 people per year) is likely to continue 
given t he state's image as the "last f rontier" and continued na tional 
publicity about Alaska's resources and physical at tractions. Anchorage 
should remain the stat e's principal population center. 

As was the case with trans-Alaska pipeline development, future large­
scal e projec t s will have significant impacts on popula tion gr owth rat es 
and dis tribution . Major cons tructi1 irojects .:ire likely to a ttract 
in- migra nt workers who will become •. ' he r t emporary or pe rman ent resi dents 
of the state . Otl and gas and mine ral devel opments are likely to have a 
Eairly small popula tion impac t in t er ms of t otal in -migronts t o the s t a t e , 
but may hnve sign if leant .lmp::i c t s on outlying comrnun lt Les . 

B. LABOR FORCE AND E~WLOYMENT 

Alaska ' s l abor force is char acterized by hlgh pa rt lclpa t ton rotes , 
seasonal and t empo rary i. n-migrant worke rs , a n<l high unemployment. The 
seasonal and cyclical nature of the s tate' s economy ls t l1e principal 
contributor to these t r ends. 

l. Labor Force 

Alaska' s civilian l abor force gr •w at an :rnnunl rnte of about 4-S i.: 
be t ween 1960 und 1973 , comp:..1red t o a pupulat ion growth mt~ of some 34 per 
yc;i r <luring the same pcri.o<l . Cons truce i on of t he trans-Alas ka pipeline 
ond r el ated development att r acted nea rly 70 , 000 addi tional par t icipant s 
to the labor fo rce between 1973 a nd 1976 . Loba r fo rce growth over this 

l'rU . S . Deportment of Co1TUner ce , Bureau of: the Cens us , Current Popular: lon 
Reports, Scrie!i P-25 , ~lo. 646 , February 1977 . 
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three-year period was 15% per year, about twice the rate of population 
growth. The civilian labor force decreased substantially (by about 20 ,000 
people) in 1977 as the pipeline was com~leted and unemployed workers began 
to leave the state. 

Alaska has historically experienced high labor force participation 
rates. At the t ime of the 1970 census , Alaska's total labor force partic­
ipation rate (including armed forces) was about 68% of the population 16 
years and older, compared to a national average of 61%. Higher than average 
l abor force participation is largely a function of the age distribution of 
the state's population -- very few of those people 16 year s and older are 
over 65. 

Labor force participation increased dramatically during pipeline 
construction -- to a l most 75% of t he 16 and older population. Increased 
employment opportunities in the state caused residents to enter the labor 
force in larger numbers . In addition, many of the people who came to the 
state t o take pipel ine-related jobs were single men and women who expected 
to be temporary residents. Among this group, labor for.ce participation 
was ef f ec tively 100%. 

The size of Alaska' s civilian labo r force exhib i ts a seasonal pattern , 
with the total August labor force about 10% larger thon the annual average 
and the January labor forc e 10- 15% smaller. In 1974-76, this amounted t o 
a dHferenr.e of about 40,000 between the high and low months. This pattern 
was mucl\ l ess evident i n 1977 since many fo rme r pipeline workers had left 
thl · state by August . After this post- pipeline adjustment has been completed, 
labor force seasonality is l ikely to re turn to i t s former pattern. 

The factors contributing to labor force seosonall ty are the same ones 
thnt have contributed to labor force growth in recent years . Alaskan 
r esidents a r c drown i nto the labor force during the peak summer months by 
additional employment opportunities ln seasonal industries -- fis hing , 
fish process lng, cons truc tion, etc . tn addition, even before pipeline 
cons truct ion b~gan , t emporary in- migr a nts contributed to peak labor force 
numbers. lt has been estlmu t ed that a:; many as ont:?-third of the a<lditional 
workers needed in the summer. months .:n:e t empor.:i r y wo r kers who come from 
Seattl e a nd other areas in the lower ~8 . 

2 . Employment 

Total civillnn employmen t i n Ala ska grew at an annual rate of 4. 2% 
hetween 1960 and 1973 , ond ut nearly 16% per year from 1973-76. Total 
employment clecrcas e<l by about J0 , 000 jobs between Augus t 1976 and August 
L977 I retlectinf,; the e ffect of the trans- Alas ka pipeline on j Jb opportunities 
ln the s t.:ite . 

The government s ector hos his torically be!!n, .:.ind continues to be. 
Al3ska' s larges t employer . However , as other sec to r s of the sta t e ' s econ­
omy have gr own, particularly in the las t s~ve rat ;ears . t:he governmen t 
sh;ire of t o tal emplo~1nent hds decreased . Go ve rnment al!count ed fo r app rox­
i.motcly 4m~ of non-ngricultur~l wage dtld sular y employment ln 1960, 38% 

11- 4 Arthur D Little. Inc. 
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in 1970, and had decreased to only 28% by 1976 (see Figure II-2). Data 
for the first eight mon ths of 1977 indicate that the government share had 
i~creased to 30%, primarily the result of decreasing cons truc t ion employment. 

In the early 1970s, trade, services, and transportation, communica­
tions and utilities (TCU) were the next largest employers. These three 
sectors combined provided about as many jobs as the government sectors. 
Manufacturing accounted for less than 10% of employment. For the total 
United States, manufacturing contributed almost 30% of all jobs, with only 
18% in government . In 1970, 7.5% of Alaska's workers were employed in t he 
contract construction sector. 

The trans-Alaska pi?eline project began in 1974, increasing t he con­
struction share of total et!!ployment to ll%. In 1976, construction :.;as the 
second largest e~ploye~ in the state, followed by services and trade . In 
addition, pipeline construction was responsible for some of the employment 
increases i.n TCU, trade, and ser·1ices; this is borne out by employment 
losses in these sectors in 1977. 

As is the case for the state's labor force, 2mplo~enc in Alas~a is 
subj ecc t o seasonal va:-iations . ?eak oonth (:\ugus c) e:nployment i s ap!)ro:<­
ima cel y 12Z higher than the a nnual ave r age , while l ow month (January) 
employment is t ypically 15-20% below the average (?igure II-3). The 
principal contribucors i n this employment seasonali t y a r e the construct ion 
and manufacturing sectors (Figure tl - 4). Constructiun employment is 
heavily concent rated in the summer months because ot weather cons cral~cs . 

~!anufacturing emp!o;r..1ent is primaril/ in the food processing (mainly fish) 
and logging industr~ ~s . which a r e highly seasonal activities. The govern­
ment sector exhibits ~ he l eas e seasona l va r ia tion, and as the s ca ce' s 
larges t employe r provides a moder a t i :1g influence on 0·1erall employment 
seasonali ty. 

Season..ility o f employment varies among ar eas of t he s t at<:? based on 
the distribution of i.nc!usct·Les . In 1976 , government accounted fo r appro:<­
imatel y 60% oi non-agricu ltural wage and salary employmen t in the Juneau 
Census .Hv ision. To t al employment varied ~ rom 95 ;~ or the a nnual ave rage 
co ion. The Kodi~tk Cens us Division derived .:ibouc 40•: of its emplovmt:nt 
from the manu~3cturing sector and ex?er ienced a se3sonal va riat ion uf 90: 
to 139:; . T!1t! greates t: seasonal va r ia tion occur~ed in the Sout:he::is t 
Fairbanks C~nsus Divis ion. In chis a r ea , about cwo -thlrds of the ~orke: s 
were employed in the cons truction sec t or and monthly employmen t va ri e.J 
from 52: co 146% of the annual ave rage. tn general, chose areas with t he 
g:eates t amount of employmenL in the less se::isona.L go vernment :ind s up po r t 
sec tors expe rienced t he lease di slocation dur lng che wlnter months . 

Emplo:nnent Ln :\lasb. i s cyclical as ·.Jell as seasonal. T:i is i3 evident 
in the even t ~ of the l3s t sev~ rat yea r s , during which const:uc t ion of the 
oil pipeline lncreased t o t::il employuen t by abou t 60 , 000 over thr e-! :1ea r s . 
The last yea: 3,:.H.; a subscant idl dec r ease i.:1 emp l oyment: '1S ::.ne prnject :•as 
comple t ed . [ t is al~os t: inevi t able cha c ~Jjo r deve lopm~nc ?COjeccs planned 

ll- 5 Arthur D L1tcle. Inc 
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for the future, particularly those with large construction components (gas 
pipeline, capital move) wil1 produce similar dramatic swings in employ­
ment. However, because of the in-migration of temporary residents to take 
construction jobs , the employment decline after such projects should not 
assume the magnitude of a "bust. 11 

In addition to the wage and salary employment reported in published 
statistics, many Alaska residents, both native and non-native, rely at 
least in part on the traditional subsistence economy. A 1974 federal study 
estimated that some two- thirds of the state ' s natives rely on hunting and 
fishing to provide at lec: 3t part of the food for their families. Hany of 
these people are seasonal workers (e.g., in the fish processing industr:1) 
and engagE in the traditional subsistence activities during the rest of 
the ye~r . Even some city dwellers hunt and fish for part of their food. 

3 . i:.'nemployment 

High labor force participation, seasonal employment patterns, and the 
cyclical nature of the economy have r esulted, until recently, i n unemploy­
ment rates in Alaska about twice the na tional l evel (see Flgure 11-5). 
In 1975, the pipeli ne cons truction activity in the state and tl'e ,;; econd 
year of recession in the United States resulted in an unemp loym~nt r a t e 
slightly less than the na tional rate for the fir st time . As p.lpl!line 
layoffs began in 1976, 1\laska ' s unemployment rate incr eased by more t han 
two points, while the nat ion3l rd t e began to decline . Partiol da ta for 
1977 indica t e monthly unemployment r a t es running about fou r points above 
l976 levels , so th;:it the annu;:i l average unemployment r :ite may well n•t:urn 
to twice the national rate . 

According to s t a t e Department o f Labor statistics, about half the 197 7 
insured unemployed were worker s in th e construction industry , a dir ec t 
result of pi pe line l ayoffs . Ho-..revet·, an annual unemploymen t: rate of about 
157. for 19 77 r epresents a s hort-term problem. Many cons truc t lnn wor ker s 
came to Alas kn as t cmpor.:iry res ldents and mony of the unemployed hnve l eft 
or will. le:;ivc the s tat e . The level of unemployment peaked l.n Ap d l of L977 
and had decl lned by about 12 , 000 (one-ha l[) by Augus t. Fur t herr. . .J t" C, 

currently plonned projec t s , s uch as the gn:; p lpc lint:s , OCS J ~v e.lopments , 
a nd the c<1pital mo ve , sho 11 LJ provide Jobs fo r many of t he statQ ' " r es \.d.•n L 
cons truc tion workers . 

As might be expec t ed from employment p:.1tterns in 1\foskn, \inemploy­
ment rates exhib i t high s cason3l and 1:<!g lonnl V<1riations . L'ncmploymcn t Ls 
hi.ghes t during the winte r months a nd decr cnses dt"nmatlcn tl y ln the s umme r, 
which i s the penk st!:rnon fo r cons truc:c i on, fi shing, and o t:ht? r ::;c:isonol 
employment. Unemployment: r~H{;!S :1l!jo vnry t:htoughouc: the s tnt:o.: based on 
r egional employmen t :ind lndu z,;t ry dls tributlon. U110mployn1cnt: r~\ t es in 
J u11c1.n1 unJ Ancliora~e in rec ent :1cors have :'IV"'t·ngcd cwo t o th r el! \>l!L"C~nca~c 

po lnts b~Low chc s tnt ewidc avern~e , whll e some a rL':lS tn th~ souchco s t 
(Hnimcs and Angoon) havl.! h:iJ uncmployml:! nc r a tt.!:.i o f 25-1~ 0% , i n po r t becnu~H.! 
of l!Xt r em l y poo r f l s hing sea son13 . 

rr -9 Arthur D Lfctle. Inc 
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There are other points which should be noted about unemployment in 
Alaska. While the unemployment rate is t ypically very high , the level of 
unemployment is fairly low because of the small size of the state's popu­
lation and labor force. Even in 1971- 74, when the average annual uneffiploy­
ment rate was 10% or more , the number of persons unemployed was less than 
15,000 . Furthermore, unemployment rate statistics may overstate t~1e severity 
of the problem to some ext ent because of prevailing wage rates in Alaska . 
For example, average weekly earnings for construction workers ove• the last 
few years have been about $1, 000 . Even if these workers, who mak ! up a 
large share of the unemployed, work only six months of the year end are 
considered unemployed fo r the o t her six , their annual earnings , • xcluding 
unemploymen t insurance benef i ts , woul d average more t han $25,000. 

C. WAGES 

Wages and salaries paid to employees in Alaska are considerably higher 
than average wages for the United States as a whoie (Figure II- 6). Wage 
rates· in the state are a function of the industrial distribution of employ­
ment, a short season for many industries which r esults in large amounts of 
overtime earnings, and the state ' s high cost of living which requi r es 
higher wages to attract workers. 

From 1965-73, average earnings per employee in Alaska grew at an 
average annual rate of about 5%. ~t the beginning of this peri~d, annual 
earni11gs we re almost 45% above the U. S. average, but by 1973 a faster 
growth rate for average U.S. earnings had na rrowed the gap to ~bout 30%. 
However, with the beginning of pipeline construction a nd associated 
activity i n 197l• , average ea rnings pe r worker in Alaskn incre.:isecl 20% 
above the prev io11s year, followed by l1 )Si~ increase in 197 5. 

While, as might be expected, the loi:ges t lncrcrnse in wages occurred 
in the construction sec tor, where average ea rnings per l!mployec doubled 
between 1973 and 1975, earnings in 3lmost all sec tors of the s tate's econo111y 
were ..iffected. To a large extent, this was a result of changes in the mix 
of employment withln each sec tor . The mining sec tor was affected by an 
incre:ise in the s hare of employmcn t acc.:oun t~<l fo r by the oil and gas 
Lnd11stry and the especin Uy hlgh wnges p:1 ld to North Slope worke rs . S lm­
ilarly, the 1..1rges t employment growth ln the services sector was in the 
area of business se rvices due to firms directly o r indirectly r elated co 
the pipeline. Large numbe r s of employees in engineering, manage~enc, a nd 
related pro fess ional services cont r ibut~d to the 60% i ncreuse in earnings in 
this sec tor ove r the two- year P'~r iod . E.:1 rn ings in trans portation, conununica­
tions, and utili t les also rose sharply because o E the p lpeline- reb t ed 
demands on the s tate' s transportation system . Wuges per employee in each 
o[ these s cctor s -- construction , mining , services , nnd TCU -- were much 
higher r e lative to U.S. averages i n 1975 t han in 1970 ( s~~ Vlgur e Il-7) . 

Arthur D Little Inc 
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The seasonal nature of the state's economy leads to substantial 
overtime payments to workers in many industries. During most of the pipe­
line construction period, workers averaged 60 hours a week compared to 
less than 40 in the lower 48 bec~use of the need to concentrate construc­
tion activity in the summer months. Thus , average weekly earnings for 
construction workers were approximately $1,000. Si~ilarly) the state's 
manufacturing sector, which is highly sea~onal, had average weekly ear nings 
approximately 50% higher than the national average , whil~ annual earnings 
were only about 25% above the national level for 1975 (see Figure I I - 8) . 

D. COST OF LIVING 

The cost of living in Alaska, measur ed by consumer prices , is consid­
erably higher than in the lower 48. However, until pipeline construction 
and related activity generated rapid price increases in the s t ate, the 
rate of inflation was generally lower than the national average. 

The Anchorage Consumer Price Index (CPI) increased at about 2.3% per 
year between 1961 and 1973, compared to an annual rate of 3.4% for the 
United States as a whole . Figure II-9 shows that whil~ the cost of living 
in Anchorage was approxima~ely 45% higher than the national average in 
1961, by 1973 the difference was only 30%. However, between 1973 and 1976 , 
the Anchorage CPI increased at an average annual ra te of 10. 8%, compared 
to a national average of 8.6% , so that by 1976 the Anchorage CPI was once 
again almost 40% abovf: the U.S. average. 

To a large extent, t he rapid increase in the cost of living since 
1973 can be attributed to pipeline construction . The influx of construc­
tion and other workers c r eated pressures on the hous ing s upply and thus 
on housing prices . The housing component of the Anchorage CPI increased 
at an average annual rate of 11 . 5% over the three- year period. Food 
prices increased almost 12% per year , with the greatest Lncreases 111 the 
"food away from home" component, reflecting sharply inc reascd hus incss 
travel and related activity. The other principal components of the CPI 
experienced annual rates of increase somewhat lower than the overall rate 
of inflation . 

!t should be not ed that Anchorage is the only area in Afosk.a for 
which the Bureau of Labor Statistics prepares a consumer price index. How­
ever , available data indicate that prices in other parts of the state are 
higher than those in Anchorage, largely the r esult of 11lgher tra nsportation 
and distribution costs for all consumer goods. 

The above discussion of cost of living s uggests that the higher wage 
rates in Alaska do not necessarily provide a higher standard of living for 
the s t a te' s workers . 

Figure II-10 pres•;!nts the dnt:u on ave rage annual c::Jrni ngs per employee 
from the previous sect lon adjusted to reflect the dHfcren1.:e in CPI between 
Alasko and the United States as a whole . As can he seen, through 197'.3 

Arthur D Uttle. Inc 
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there was no significant difference in average earnings between Alaska and 
the rest of the country when considered in terms of consumer buying power. 
However, even adjusted for cost of living, average earnings per worker in 
Alaska were one-third higher than the national average in 1975. 

Partial data for 1977 indicate that the rate of inflation in Alaska 
has decreased substantially since the peak pipeline construc t ion period. 
The increase in the Anchorage CPI from January 1976 co January 1977 waG 
only 6. 7% compared to an 11.1% incr ease for the previous year. However, 
this was still .:bove the national CPI increase of S.2% for the same period. 
As temporary pipeline workers leave the state, it is likely that infla­
tionary pressures will continue to decrease, particularly in the area of 
housing prices . Moreover, average wages adjusted for cost of living are 
likely to return to a level closer to the national average as high construc­
tion earnings, particularly overtinte earnings, decrease as a percentage of 
wag~! and salary payments. 

E. MAJOR ECONOMIC SECTORS 

This section presents a brief description of Alaska's principal 
economic s~c tors: 

• Mining 

• Contract construction 

• Manufacturing 

• 
• 

Transportation, communications, and utilities (TCU) 

Wholesale/retail trade 

• Finance, insurance, and real estate (FIRE) 

• Services 

• Government 

Each sector ls de$cribed in terms of its contribution to employment 
and gross s tate product (CSP), and in t~rms of its links co other sectors. 

Table II-1 shows the rank and percent contribution of each o: the 
sectors to employment, wages and salaries , and gross state product for 
1973 before the sho rt-term effects of pipeline construction. (CSP for 
Alaska ls measured from the earnings side in terms of employee compensa­
tion and other factor payments - - i nteres t, rents, and profits.) Govern­
ment contributed more than one-third of all non-agricultt1ral wage and 
salary employment and a slightly smaller s hare of GS P. (The value of 
production orlginnting in the government secto r is meosured in terms of 
employee compensation only.) Wholesale/re tail trade was the second largest 
generator o f employment a nd CSP, but its share of GSP was about five p~r­
centag!:! points below lcs share ot employment because of the rel.'.\Cively low 
wages paid i1\ this sec tor, p~rticularly the retail trade componenc. 

[[-13 Arthur D Little. Inc 
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TABLE II- 1 

PERCENT DISTRIBUTION AND RANKING OF 
EMPLOYMENT, SALARIES, AND GSP BY SECTOR - 1973 

EmEloY!!!ent Wages and Salaries GSP 

Percent Rank Percent Rank Percent Rar..k 

Mining 1.8% 8 2.9% 8 11.5% 3 

Contract 
Construction 7.2 6 11. d 3 10.1 5 

Manufacturing 8.6 5 8.3 6 7.2 8 

Transportation, 
Communication, 
and Utilities 9.6 4 10.9 4 11.1 4 

Trade 16.8 2 13.l 2 12.0 2 

Finance, 
Insurance, and 
Real Estate 3. 9 7 3.5 7 8.5 6 

Services 14 . 0 3 10.5 5 8.2 7 

Government 38.1 l 39.0 l 31.4 l 

Sources: Alaska Department of Commercia and Economic Development, Thi! 
Alaska Economv, Nid-year Performance ReEort 1977; University 
of Alaska, Institute of Social, Economic, and Government Research, 
Alaska Review of Business and Economic Conditions, "Estimates 
of Alaska Gross Product by Region , 1965-1973." 

II-1 9 Arthur D Utt le Inc. 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Even i.n 1973, before North Slope oil and gas production began. the 
rrlning sector was the third largest contributor to GSP, only slightly 
behind trade. However, mining was by far the smallest employer, provid­
ing less than 2% of all jobs. Mining, particularly the oil and gas 
industry, is highl y capital- intensive and employee compensation is only 
a very small share of GSP ge~erated in this sector. 

Among the remaining sectors, construction, TCU, and FIRE contributed 
a greater share of GSP than employment . Construction and TCU both have 
relatively high average wage levels and thus make a significant part of 
their contribution to GSP through employee compensation. The FIRE sector 
generates its principal contribution through factor payments other than 
salaries. Manufacturing and services both generate greater shares of 
employment than CSP. For the services sector in particular, the relatively 
low wages paid make this sector the third largest employer but next to 
last in terms of GSP. 

Table II-2 shows the distribution of non- agricultural wage and salar y 
employment for Alaska and the United Stat es ~nd the growth in employment 
for each sector. During the 1960-73 period (i.e., before pipeline con­
struction began) 1 employmen t in three of the '' support" sectors -- trade , 
FIRE, and servic<!s -- grew mo r e rapidly than total employment . For the 
Uni t ed States as a whole , t hese three sect o r s also grew more rapidly than 
total employment , but governr:ient was the second fas tes t growing sectot", 
exceeded only by se rvices . In Alaska, government employment gr ew somewhat 
more slowly than total employmen t. 

The most obvious difference in employment dist ribution patterns 
between .\l.'.l ska and the United States i s the rel.:ltiv<.! shares of ~ovC!rnmcnt 
and manuf:icturiug employmen t. For tht: nution, mnnufocturing contrlbuted 
31% of total cm~loyment in 1960 and ~roduully decllncd to about 24~ by 
1976. ln Alaska , manufacturing employment hns been 10% or l i?ss o f the 
to tul. On thl! other hond , before pipeline const ruction, gove rnment con­
tributed clos e t o 40% o f Alaska's tota l employment , compared to a n::it ional 
avc roge of 1 ·~.ss than 20i: . Ln addition, the trend :ippl?nr s to be 3 d12cre:i :. l11g 
gove rnm~n t s hure oE employment in Alask.i ond ~n l nc r cnsing government: 
s hare no• lonwide . The 1\laskan share of cmploymcnc ln the o the r m:ijor 
lndustry ~ccto rs i s not s i gnificantly di(fe r~nt from the U.S. av rag\! , 
although min lns , cons cruccion, and TCU contribuLc n somewhat lnrgt!r :. lwre 
o( chc Sl a t e ' s jobs . 

t. ~tin lng 

Mining i s ,' : ns ka ' s s malles c s~ccor i n cc.rmD of cmploymcnL, bu L t:h • 
large~ t ln te rms o f v.llu t! o [ produt: tion. rurthc rmort! , th11 m in ln~ sccLor 
hns crcntccl , nnd wlll conclnuc t o c r ente , s i J;ntticonc ~mp lo >'m"nt ond o ther 
\!conomic impnct:s In che s t .H l?, no t o nly t.hrOU\~h Jirl!cLly rel.,tcd J Ctiv­
itic!i <J uch os cnns tructlon , but nl so throug h the r .::?v\'nues it p rovld1· ~ co 
ch~ stdt' &ovarn~ont. 

ll- 20 Arthur D LHtle Inc 
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S~nce the late 1960s, the principal rroducts of the mining sector 
have been oil and gas, which currently account for about 85% of the value 
of mining production and the same share of mining employment. Sand and 
gravel and gold are the other principal products mined, although barite , 
coal , silver, mercury, and other minerals are produced in small quantities . 
Much of the mining activi t y in recent years has been direc t ed toward 
exploration for minerals in an attempt to determine the quantity and qual­
ity o: Alaska's resources and the feasibility of development. 

Many mineral deposits have been identified in Alaska, but there has 
been little development to date . The economics of mining operations in 
Alaska - - lack of infrastructure, labor costs, transportation costs - ­
make resource development feasible only under conditions of high world 
demand and price or na t ional policy priorities , as was the case for North 
Slope oil and gas resources. Therefore, it is likely that activity in the 
mining sector will be concentrated in the oil and gas industry, at least 
for the next five to ten years, although coal development could occur over 
the sho r t t erm with some transportation facility cons truction . 

While the mining sec tor i s higl1ly capj tal-intensive and provides very 
few jobs in relation to i ts value of produc tion , it can have significant 
S?inof f effects throughout the economy . The obvi ous example is the trans­
Alaska. pipeline proj ~ct. Whlle oil anc.i gas production a t Prudhoe Bay will 
require r ela tively few workers , the p!..pel i ne built t o trans port the oil 
resulted in s i gnificant numbe r s of new jobs no t only ln the construc tlon 
sec tor, but also in the s upport sectors of t he economy - - TCU, trade, and 
services. Thus , the in f r as tructur e const ruction and o the r support require ­
ments associated with nny l ar ge- scal e mining proj~ct will proviJe jobs i n 
o ther sec t ot"s of the state ' s economy. l t l s al so possible tha t m1n1ng 
could generate ac tiv ity in the ma nu facturing sector through the deve l opment 
of prima ry processing f3cilt t ics in the state . 

The mlning secto r also hus a s igni f icant lmp3Ct on the state ' s economy 
because of the taxes 1.t pays. It i s es timnted thnt one-half co th r ce­
quar t ers of t l\c sca t~ ' s gener a l fu nd revenues a re de rived from the p~trolcum 
indus try i n the form of income t axes, production taxes , r.eserve~ t axes, 
e tc. To the extent that the sta t e U$es the~;e funds fo r .;apical lmprovement 
projects , addit .Lon:tL johs wUJ be cnutted :rncl odditiom1l i.ntrastruc turc wil l 
b~ a '111Hblc to s uppo r t othe r cconoi:ilc <ind iu<lusc r lul gro\.;th. Thu~ , w hil ~ the 
dlrect cont ribution of the mining s~ctor t o the s tate ' s economy l s !:imall 
in cenns of jobs nn<l wages, its lnd lrect and r e.lated lmpncts are potentinl l y 
i mmense. . 

2. Contract Co nstruction 

Th~ consc ruc cton secto r ln ~ Laska i s s ubject to extremu cyclica l f l uc­
t11jtlons . During the ~.td y l97 0s constructlon cmployl!d 7000-8000 workers 
on an a nnuJl bJ s l s J11 d was ch· s ixth largest employing s,cto r i n t hl! ~tncc . 
ltow~vcr, a., r cnulc of c.hll t:r~ ns -1\laska plp1J lln L' project: . construction 
t!mpl oyml!n t ren~hod 30 , 000 in 197 r1 ~rn d was s econd onJ y co govi:rnmen t ln 
shnrc of t:otnl ~mplo ymcnt. Thi.? con t ributlon of ch~ constt'uctlon .J"' c to r 
t o CSP vn r tcs wlch l t s i.'ntploymlrnt rcqujrcmcnt~ . 

If - 2:? 
Anhur D Utt le Inc. 



I 
I 
I 
I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 

The construccion sector is made up of three major components -- priv~te, 
public, and special projects construction . The private con3truction compo­
nent includes the building of houses, office buildings, hotels, and other 
conunercial or industrial facilities financed by the private sector. Growth 
in this part of the construction industry depends on population growth, 
which generates requirements for new housing and conunercial facilities , and 
on the overall growth of the state's economy . The public construction 
segment of the sector is made up of those capital improvement projects 
financed by f ederal, state, and local government agencies - - highways, office 
buildings , sewage treatment systems, airport improvements , etc . The level 
of public construction activity is influenced by population growt h, the 
availability of public funds (current revenues, grants-in- aid , or debt 
financing), and regulatory or policy issues which may dictate priorities 
or requirements for other than economic reasons. 

Special projects construction activity, such as the oil pi peline, may 
be funded by either the private or public sec t or , but is set a?art from 
other construction by its magnitude. Because of the cost of these projecrc, 
their _ycl ical na ture, and the level of employment generated, spec ial 
projects construct ion has the gr ea test impact i n Alaska's econom; . As 
discussed pr eviously, trans- Alaska pipeline construc t ion created increases 
ln empl oyment , population, wages, a nd prices throughout the s tate . Future 
special projects ( he &as pipeline , OCS development, t he proposed capital 
move) a r e likely t o have similar consequences. 

Overall, as was evident , ver the last f ew yea r s , the construc tion 
sector has links t o olinos t a ll other sec to r s of the state ' s economy . Con­
s truction of facilities and/or infrastructure is a necessar y i nput to all 
of the o ther economic sectors . At the same tlml.! , the o ther s ectors provide 
inputs to the construction indus try : mining provides sand and gravel, 
ma nufoc rnr ing provides sawmill products , and TCU , trade , FIRE, and serv ices 
provide 111any support functions. Thu s , as d ~mond fo r cons truc t i on activity 
ls c r c~ted, the ove rall economy wtll grow. 

J. Mmtuf ac turtng 

Alaska ' s manufncturing sec to r is quite small , pr ovjdlng 8000-10 , 000 
jobs and 6- 8/. of total employment . In 1973, the sha r e o f CSP originat ing 
ln mn nu fac r.ur i ng was the s mall<!st of a ny of the c 1ght major sec tors . 
Mnnu factur i ng activity i s currently highly scJsonal Jnd ls concencr~ t~d in 
very few industrles , making th(! entire succo r vuJ n er~ bl~ to indus try­
s pccif Lc problems . 

Almost hnlf of the s tate ' s mnnu fact ur111~ amploymenc Ls in th~ food 
procci:;s lng lndus try , wlth mos t of chi~ In fi ::h procc ·s !.ng . Employment 
ln this Lndus try ls e:<tremel ;· s cn !'Jona l , with pc3k s ummer employment rwo 
co tl1ree tlmes Jnnuor1 l eve l s . The other pr i ncipal manufacturing industr y 
i s lumber nnd wood products. Included in thls l ndus cr y arc logging opcr~­
tlon~ , s nwm llls , nnd :\1.Js l<a ' s two pul p mil1.s . Emp loyml!nt t n t he tumb1:>r 
3nd woou produces i n<lus trj· l~ s ""~son3l , buc much le··s so than the rood 

tr - 23 Arthur D Li ttle. Inc. 
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processing industry . Other manufacturing employment (approximately 2000 
jobs) is spread among a variety of industries. The Kenai ~eninsula anunonia 
and urea plant is the only large- scale export-oriented manufacturer in 
this group . Other operations are generally small and supply the local 
market. 

Local market-oriented manufacturing activities -- ba~eries, printers, 
furniture makers -- will grow along with overall state population growth. 
Development of larger- scale export based industries will be tied to resource 
extraction and development of suitable infrastructure -- transportation, 
utilities, etc. In addition, the resolution of several r egulatory/ 
institutional problems will be necessary before significant new manuf ac­
turing activity will occur, for e:<ample, the U.S. Forest Service's 10-year 
limit on timber leases. 

Even over the long term, manufacturing in Alaska is not likely to 
account for the 20- 30% share of employment experienced at the national 
level. The economics of most manufacturing industries require that final 
product fabrication operations be located near major consumer markets. 
Fur thermore, Alaska's wage structure, limited industriaf base, and lack 
of significant infrastruc ture development all work against establishment 
of new industry . Development of t~e manufacturing sector in Alaska will 
likely follow the historical patte rn of reliance on primary processing 
of natural r esources (e . g . , fish processing, petroleum refining). Over 
time, it may be possible to attract some intermediate product manufactu­
ring industries (e.g., chemicals or primar y metals), but final product 
manufacturing and high technology industries a r e not likely . 

4. Transportation, Communicatlons , and Utilities (TCU) 

The TCU sec tor has historic:ill.y r:rnked fourt h in terms of employment 
and contribution t o GSP . While TCU i s ~ support sector which depends on 
economic and popula t ion growth for its expansion, development l11 this 
secto r may also ac t as a catalyst for fu rther economic growth. 

Transpor ation i s the lnrges t component of this s~cLor , account' ·g 
for about t ... •o-thir<ls of its total employm~nt. Within tt"ansportation, alr 
t rnnspor mt ion 1..s the larges t employer, fol10wccl by trucking and warehousing . 
Conununications and pub l i.c utilities toget he r 12mp loy 4000- 5000 people, 
roughly the same as air transportat ion. 

The transportation and utillties components of this sector are not 
only affec t~d by increased demon<l generated in o ch~r secto r s, but can Jlso 
be dctcrminantR of futur e g rowth. Lack of tra ns porta tion in f rastructur~ 

and higl1 L ransportation costs n r e among the prtncipal fo e tors i nhibitinf; 
1ndustr ial growth in Alaska . The rood and rai l s ystems a r e li~ited, a nd 
many i nter io r a r eas can only be reached by J.ir . S lmilorly, while wate r 
tr.rnsportation is used for frei ght nnd passenger trans port, there is not 
ye t u large indus tr ial po rt wl1ich would support coal or o r e shtp~ents . 
. \s '1 r esult, the expans ion o( the s tnte's t ninsportt1tio11 ne t work in 
r eHpontH.! to popufation and business ~rowth wll l in turn µr ovi.<le 1.nfra­
s truccur~ to s upport add ition3l gr owth. 

ll- 2G Arthur D Utclelnc 
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Public utilities are in somewhat the same position as transportation. 
Utility services - - electric, gas, water, sanitary -- are expanded because 
of demand generated by increased population and business activity. How­
ever, utility infrast~ucture, ~articularly electric power genera tion, can 
also attract new industry. 

The communications portion of this sect~r includes telephone, tele­
graph, radio, and television services. In recent years, activity in this 
sector has been directed toward improving communications facilities in 
the outlying areas of the state . Growth in communications reflects popu­
lation and business demand. However , unlike the other components of this 
sector, additional communications development will not attract new industry . 

Over the long term, the TCU sector will follow the growth of the 
state's population and economy. The transportation portion, in partic­
ular, is l ikely to be the greatest beneficiary of industrial development, 
as well as a catalyst for further growth . 

') . Wholesale/Retail Trade 

This sector has historically l ?en the second largest employer in the 
state, except in 1976 when construction and service sector employment rose 
dramatically because of the r· ~-·~ne project . Retail trade has typically 
accounted for 80% of empl r 1ment in this sector and 70% of wage and salary 
payments. 

Alaska's wholesale trade activity is concentrated in Anchorage and 
Fairbanks; retail establishments exist in all areas of the state. One of 
the fastest gr owing components of retail trade in r ecent years has been 
eating and drinking establishments, to a large extent the result of increased 
business activi t y and travel in the state. This is also the most seasonal 
retail trade category. As migl1t be expected , general merchandise, apparel , 
and food stores have experienced growth related to overall population 
in.::reases. The "other retail establishments " component, which includes 
automobile service stations in addJtion t o o ther retail categories, ltas 
also grown rapidly , in large measure reflec ting new and expanded operations 
r efulting from pipeline activity . 

Three se ts of events will affect the growth of the trade sector in 
Alaska. Obviously, trade can be expec ted to grow along with population 
und to genenilly fo llow the geographic distribution of popul:ition. Second, 
increased vacation and business travel t o and within the state will incre1se 
trade activity in ea ting and drinking places and other travel/tourist­
relate<l businesses. Finally, the trade sec t or \.Jil l grow to accommodate 
new :f.ndust ry in the state, e ither as a supplier of materials and equipmen t 
o c as a distributor of pr od ucts . 

6 . Finance, Insurance, and Real Es t at\.! (FIRE) 

The FlRE sec to r is thl! Sl!venth lnrg12st ~mpioye r in the s tate , e:<ceedlng 
only mining. llowever, this has been the? foste:;t growing secto r in the 
state, with total emplo>inent more than doubling since 1970. Almost two­
thirds of FIRE employment is located in /\nchornge , the s tat~'s population 
and commercial center . 

Arthur D Little Inc 
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The finance industries -- banking, securities , and holding companies 
make up the largest component of this sector, accounting for almost two­
thirds of its employment . The largest share of this group is employed in 
Alaska ' s 14 conunercial banks and four savings and loan associatons. Another 
20% of the employment in this sector is in insurance . Wh.ile there is no 
major insurance company based in Alaska, there are more than 700 life, 
fir e, casualty, and other carriers which operate there. The real estate 
component of this sector has grown with the expanding housing market of the 
last several years. 

Growth in the FIRE sector is directly related to increased business 
activity and personal income. 

7 . Services 

Since 1960, service s ector employment has grown faster than employ­
ment in any other sector except FIRE, to which it is related. In 1976 , 
s ervices was third behind government and construc tion in terms of t o tal 
employment . However, until the las t few years this sector ' s contribution 
to CSP has been small r elative to employment because of low wage r a t es in 
mos t of its component induscri~s . Increases in bus iness and pro fessional 
s e rv i ces have alte r ed aver age wage ra tes i n this sec tor drama tically s ince 
1974. 

Withi n t he ser vices sect or, business se rvi ces has been th1:: fas t es t 
gr owing gr oup sine~ 1960 . Included in th i s gr oup are building s ervices , 
adverti sing , employment agencies , data process ing, consultunts , e t c . 
Moreover, busines s service employment incr eased mo re than fourfold be tween 
1973 and 1976, r ef l ec t i ng t he i mpacr o f trans -Alaska pipeline cons ttuc­
tion and r elated acci vi t y . Hote l a nd l odging ser vi ces has also been a 
r elatively rapidly growlng indus try becaus e of incr eas ing bus iness and 
vacat i on trnvcl ln the s t a t e . The only part of t he services sec to r which 
has no t exper ienced subs t antial growth i s per sona l services, where cinploy­
ment has r ema i ned ~ irtually cons t ant throughout tlte l 970i . 

The services sec tor l s affec t ed by bo th popula c lon a nd bus i ness growth 
i n the s tat e . The i.ndus tr lcs l i.kcly t o experi.encc. the ;rentest fu t ur e 
gr owth ar e those t ied t o Aluska ' s o ther gr owt h secto rs -- hotels , bus iness 
services , and ocher professi onal ser vices (engineers , nr cltitec t s , accoun t ­
ants ) . l ndus trl.cs mo r e cl osely r e l.a ced t o po~:>ul u tlon - - pcr son.:il and 
medicnl services - - ar e llkel y t o g row a t a s l owcr rat~ than o ther portions 
of the serv l ces sector . 

8 . Covcrnnu!n t 

Governm~nt i. s ovi:!rwhc lmingl y t he l a rgl! :;> t emp loyer i. n Alasb , t:yp i.c.'.llly 
providing about 4m; of t he s t a t e ' s j obs . ( lt s hould be no t ed th:lt this 
is only c i vllian gove rnment emp l oyment ~md does no L lnc l udc mo re th.Jn 20 , 000 
militar y pursonnel st~tioned in ~laska . ) Howeve r, governm~n t ' s sha re of 
t o t .::11 emp loym~n t: hJ ::> be en dccl i ning slowly because of mo t."e r :1pid r:i t es o( 

empl oyment growth i n ocher .;cc co rs . 
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Until the late 1960s, the Federal Government accounted for the major­
ity of employment in this sector . However, total federal employment in 
Alaska has not changed substantially since that time. On the other hand, 
state and local government emplo}rment increased by nearly 75% between 1969 
and 1976, with somewhat mo r e rapid growth in local government employment. 

The government sector has been a stable foundation for the state's 
economy, providing a large employment base which is fairly well insulated 
from seasonal and cyclical fluctuations . Moreover , government is indirectly 
responsible for act~vity in other sectors through purchases of goods and 
services and financing of capital improvement projects. 

Growth in government employment is likely to continue, but at a some­
what slower rate. Federal employment will. not grow significantly, and may 
decrease as 1 the Federal Government transfer s more Alaskan lands to the 
state and to native corpora tions and as a declining military force requires 
fewer support personnel. State and local government should continue to 
provide the growth in chis sector, supported by increasing state tax 
revenues from the petroleum industry. However, the government share of 
total employment will continue to decrease because of more rapid growth 
in o ther sectors of the economy. 

F. INTERACTIONS WITH THE U.S. AND FORE lGN ECONONl 

Because of lts limited population a nd econo11J.c base , Alask3 must r ely 
on the rest of thl:! Un.ited States and the r es t of the Wl)rld for production 
of the goods i t needs and for markets fo r its own products. Whi l.c the 
U.S. economy is the principal supplier of gonJ s to Ala s ka, the r est o E the 
world (and J a pan in particular) is the major marke t fo r Alas kan export. 

Tables n-3 and It-4 present d.:ita collect1.;cl fo r the Universi t y of 
Alaska ' s Cem1u~ of Alaska Tr.:insportation . Th~ Authors selected 1973 as 
the base year .in ord er to dis play transpo rt pnt t ems without the d fcc cs 
of the trons -Alas ku pipellne proj ec t. tt 1.ins .:il so noted that these da t n 
do not i nr lica te transshipment through U.S. ports -- t hat is, some of the 
conunoditles shipped bet\Jeen Al ~tska .:rnd th1; r es t of t he U.S . mny :in fnc:t 
h;ive ori.glnatcd i.n or be des tined fo r o th1~ r councri c~~ . 

rn almos t :ill commodity groups , the rnujorl ty of lmpo rt :; cnme Crom 
otl1er ports of the Unlted States , pdnci.p.1lly through Was hington .ind 
Californ i.a . Othe r co untrie~ were s i.gn i.f i. canL supplie rs of form produc es , 
fr esh f i sh , c rude petroleum and pt! troleum produc t s , and s tone , cl~y • . :m d 
glnss produc t s . Af t e r 1973, 111.1j oc foreign import conunodities were jc t 
f uel, s t c~ L pi.pt? , :rnd other const_ ruc tion mntcrl~1l ;; necessnry for pipeline 
construct Lon. .Jupan :md C:mnd11 hnv~ b~cn t he ll.!nd l ng fo rt:?ign s uppliers 
of commodi.Li~s ::o Alasku, and imporls Crom other A~.i.a c ~rnntrics h:.ivc 
lnc r enscd s i gnif i cantly Ln r ecent y~3 rs . 
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TABLE tI- 3 
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Domesc!.c 
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6 , J49.9 

!.8l.O 

6,058.3 

32,76!..5 

1,055.3 

a9,87t. 7 

l 4 , 0i3.S 

14,025 . 4 

35,343.7 

SSJ,9ti.2 

) • 7t.d . J 

76 . 619. 0 

51,731.'1 

~6. '})5.6 

15,Hl.7 

j ,u:.o 
.; ) , 540. i 

J') , 016. 0 

j:. 7. ') 7J. 3 

:orei;;n 
!mcoccs 

6 ,670.0 

lSl.781.0 

167.0 

3:?,674 .o 
15,:.52.0 

!.3,512.3 

lS.O 

ll , !43.J 

386.J 

t,033. 6 

l6,5d6.9 

335.37~.? 

"' , ' ~ _ .. 4. -

39,34i.i 

•i, OdJ. l 

'.lOLO 

t,6i 3. !J 

l~. i 

1, 2 7S. l 

S~.L 

L !o, t3:.. 7 

?e::cenc 
Domes c.!..: 
[:noorts 

68 

as 
98 

89 
o · ·' 
93 

99 

j .I 
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Of far greater inporcance to the future of Alaska's economy are the 
distribution and 3rowth of e:q:orc markets. Table II- 4 shows the domestic 
and foreign shares of Alaska ' s ?rinc:.?al commodi ty e:9orts. In 197 3 fresh 
and processed fish, coal, nonmetallic minerals, and crude petroleum were 
shipped primarily to the lower 48 (al t hough a portion of the seafood ~as 
then transshipped to foreig3 destinations). Other countries were the 
principal purchasers of metallic ores , l~~ber, and pulp. Chemicals and 
petroleum products (al!l!l\onia, urea, and LNG) were shi?ped to both the lower 
48 and other countries. 

Alaska's principal fo re ign market is Japan, which regularly accounts 
for about 80% of all Alaskan fo re ign exports. (In 1975 , the second largest 
export market was Mexico , wi ch less t han 5% of the total . ) This Pxport 
link is strengthened by Japanese d irect investoent in Alaska, est _ nated 
at more than 5300 million. It thus becomes evident that trends in the 
Japanese economy are as unporcant as those in the u .S. economy co future 
industrial development in Alaska. T~e outlook fo r both countries is 
discussed in det3il in Chapt er I V. 

G. I ~ST!7U!IONAL I SSU ES 

Economic development i n Alaska is subje~ c co a variety of leg3l , 
re;ulat o ry , and o t he r ins ci t ucion•l cons l~e ra tions . ~hile sooe of t hese 
i ssues are nat ional in s cope (such as environmen tal p ro t ~c tion l egisla­
tion), m:rny ar e unique t o Alaska . Furtht? r:':lor e , even when i ns tituti.:i nal 
act ions do no t s pecifically prohi bit economic ~ r owth, t he uncertaint ies 
about r egul a t or y ac tions and percept ions o f prob l ems i :l ob talni ng devel op­
ment pe r.n its have co ntribut ed t o an unfavorab l::? business c lima t e . 

To a lnr 3e extent these ins t itut i ona l cons id~ra t i,ns a r e a result o~ 
the l ong- time fede ra l presence and in fluance l ~ Alaska . In 1959 , t he 
Feder al Gvve rnmen t v1:ned mo r e t han 99c(. o f che lanJ ~ n Al3ska . The Stat .:!­
hood Act gran t ed 103.3 mil l ion ac r es , o r 28: vf the l3nd a r e;1, t o the new 
s t a t e , tra ns f er:-ed natural r esource ma nag emen t fu nctions co ~•ta t e a:scncie:-; , 
and provided fo r pa'.'Ulenc t o :: ~ e :H~1te Qf 90~; o r cha r evenues from ft:?de ol 
oil and mine ral lease sal es , r en t al s , ~nd royalties ( e xcludL~g 0CS a r e~) . 
Even so , the :aueral Guvernnenc re:nains a s t::: o:t~ j) r e.s~ ncc in .\l.isk.i, wit!l 
about _4 , 000 ~lli ca r y 3nd lS , 000 civili3n ~mp l~yees (some lOt of co t3l 
s tate popula t i.vn .:ind close t o 40~: of d•1ilian .::np l o:nnent) . l'h ~ 3ur e.:lu of 
Indlan Aif~ir s remains ac tive in providing se r~tces ~o r the ~a c ive popul~ ­

tion, t he Oepdr t:nen t o f Transpo r tation opera t es che .\l.Js:.-.:i ~ai.l ro.:id , a:1d 
t he U. S. Fo~es t Se rvl~e controls the vase ~ajo r lcy of ti~be r har~es c e~ !n 
t he s cac c . 

The mo.s t signliic.:in t: issue ~1f:'e~tin~ .U 11s!,.J 1 s econom'I l s ::he ,Uas~J 
Native ClJ t~s S~tclement A~t of 1)71 . ~hich ? r~viJdJ about ~' mill!o~ 
.:icras of l3nd .:ind almosc Sl billion !n ~ash 3 :: ~n :: s co 1: nmtlv~ r egional 
co r por .Jt:ions . The economic ~~velopraent conce rn is cencercd on 5ec : ion 
li (d) (2) which provides fo r che •..: i t hd r awal ~ f •Jp co 30 ::tillion ac: :: '2s of 
"national in t er est:" land : o r fede r al ? r o t ~c::!oll l..i :1.:ltlonaL p.;i d u , ''1ild­
life r cfu~es , a nd na ciona l fo rests . :~nircs~ ls r ~qui :: ad t~ ~cc on che 
fi na l s~ Lectlon and cl.isslfi~ac !vn ~f :hese J-l L.ln~s by : he ~nd ~f 1973 . 
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The eventual status and extent of d-2 lands will have a significant 
impact on the development of Alaskan resoL:ces . One proposal -- HR 39 
(the Udall bill) -- would set aside 115 million acres of land under d- 2 
status and would classify most of this land as wilderness, precluding 
virtually all industrial use and exploration . Other proposals call for 
smaller total land allocations (close to the 80 million acres mentioned 
in the 1971 Act) and a classification system allowing e:·:ploration and 
some development . Opponents of HR 39 fear that areas of potentially huge 
resources will be cut off not only from development, but also from explo­
ration. Proponents argue that it would be possible to open wilderness 
lands to exploration and development at some time in the future should 
conditions warrant it. 

While the selection and classification of d-2 lands will be determined 
by the end of the year , the corollary issue of tra nsportation corridors 
will remain. If it is not possible to build highways, pipelines, or rail­
roads across federal d-2 lands to reach state or native corpora tion lands, 
the most efficient transportation access to resources may be blocked. 
Particularly in Alaska , where transportation infrastructure is limited 
and construc t ion cos t s for such infrastructure are high, the need to route 
transpo rtation around d-2 lands could make an otherwise economically 
attractive development infeasible. 

The d-2 question ts part of the larger issue of environmental protec­
tion which has had and wi ll continue to have impa~ ts on almost all develop­
ment proposed in Alaska . While the environmental laws (NEPA, clean air 
and water regulations, e tc.) are national in scope, Alaska has received 
considerabl e attention from environmentalists. Court actions brought by 
these groups delayed construction of the trans -Aloska pipeli.ne for three 
years and caused Champion International to abandon pla ns Eor a wood 
processing complex after 10 yeRrs of litiga tion . Water pollution abate­
ment r equirements nearly Eorcccl the closing of the Ketchikan Pulp plant 
before agreement was r eached wtth EPA extending the compl iance dendline. 

Any future industt:ial development in Alaska will, of course, have to 
meet applicable envirorunencal s tand3rds . However, the s tate appears to 
have become a battlegr ound for environmental groups who see Alaska as the 
last remaini.ng wilde rness in America . The numerous lawsuits brought by 
such gro ups t o halt industrial projects have convinced many potential 
developers that location o r exp:rnsion in Al aska is not worth the "hassle." 

Other related instltutional actions are the U.S . Forest Service ' s 
ri.?gu I.at ions gove rning timber cue ln nat I.anal forests 1 about 90% of the 
,\Lnskan timber harvest. Forest Service s tumpage fees , whic.h are bi.lsed on 
f lni~h t!d produce prices, have become so high that logs an~ being imported 
f rom Canuda for processing in ~laskan pulp mills. Furthermore , Forest 
Service l ease sales have bee11 cut back from 55 t o 10 years , discouraging 
the es cnbtis l1ment oC large-sc~ l ~ processing p lanes . 
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Another federal law which affects Alaska ' s economy is the Jones Act 
which required that ocean shipments between U.S . ports be carried on U.S.­
built and manned vessels . The higher shipping costs of the U.S. merchant 
fleet make Alaskan products less competitive in the lower 48 market and 
make goods shipped into Alaska more expensive. Lower foreign fleet shipping 
costs have certainly contribu~ed to the extensive trade connections between 
Japan and Alaska . The Jones Act has also served to limit the cruise ship 
tourism market in Alaska, since non-U.S . ships (most of the cruise fleet) 
must spend at least half of the cruise in Canadian ports. 

Not all federal laws and regulations are detrimental to Alaska's 
economy. In 1976 Congress enacted a 200-mile "fishery conservation zone." 
Foreign fleets have been allocated portions of the resources within these 
fisheries only when the stocks are determined to be surplus to U.S. needs. 
It is now reported that the National Oceanogr~phic and Atmospheric Adminis­
tration plans to give U.S. processors the same proprietary rights to fish 
caught within the 200-mile limit. The impact of the 1976 law and the 
proposed additional regulations will be to streng then Alaska's fishing 
industry and provide it with a market in Japan and other countries whose 
fl ee ts had previously fished in Alaskan waters . 

Many other l egal/regulatory actions proposed or discussed at the 
federal level could also have significant impacts on economic development 
in Alaska . The timir.g of OCS leasing and development will detennine the 
nature of petroleum i ndustry spinoffs in the state. Possible incentives 
to increase coal use and higher prices for gas and oil could make export 
of Alaskan coal to the lower 48 more economically attractive. In general, 
because of the federal presence in the state and the extent of federal 
land ownership, many of the legnl and regulatory actions which will affect 
Alaska's economic growth will "'e de tennined by the Federal Government. 

H. REGIONAL CHAR.\CTERISTICS 

The pr eceding sections have descr ibed demographic and economic 
characteristics for the state as a whole . However, Alaska is by no means 
homogenous . Labor force participation, employment, unemployment, and 
principal industries vary from region to region, and recent trends have 
t ended to enforce regional differences. Tl1erefore, this section presents 
a comparison of som~ of tl1e demographic and economjc characteristics of 
th<! five principal regions shown in Figure n-11. 

While several studies have used the regional division shown in Figure 
II- 11 (somctlmcs separating Anchorag11 and Fairbanks from the Southcentral 
and Interior r egions), it should be noted that each region is composed of 
many different sutareas . Evian tile Census Dlvisions in ear region are 
not homogenous economic units. The purpose o ( th i. s r egional description 
is the r efore to i ndica t e brand r egional dif Eercnces and the variations 
from state average economlc condltions which exist i.n each r eg.Lon. 
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Table II-5 shows the population distribution among the five regions. 
The Southcentral region, which includes Anchorage, currently contains 
almost 60% of the state ' s population, with another 17% i n Lhe Interior 
(Fairbanks). As noted above, nearly two-thirds of the state ' s population 
lives in its three largest cities (Anchorage, Fairbanks, and Juneau). 
Moreover, the trend has clearly been toward a greater concentration of 
population in the Southcentral region, particularly Anchorage. The share 
of population in each of the other regions has declined since 1960, although 
the Northwest has seen an increase since 1970 because of North Slope 
activity . 

TABLE II-5 

REGIONAL POPULATION DISTRIBUTION 

Year Southeas t Southcentral Southwest Nor t hwest Interior 

1960 15.7% 48 . 1% 9 . 3% 5.2% 

1970 14 . 1 54 . 2 8.8 4.2 

1971 13.9 55.8 8 . 5 4.3 

1972 13.8 56. 4 8.3 4.0 

1973 14 .1 57.1 7.9 3.8 

197l1 14.3 55.4 8.0 4.3 

1975 12.5 56.7 7.0 4.4 

1976 12.4 59 . 1 6 . 9 5.1 

Source : Alaska Department of Comme rce a nd Economic Development, The 
Alaska Economv, Mid-vear Performanc t:! Report l977 . 

21. 7% 

18.7 

17. 5 

17.5 

17 . 1 

18 . 0 

19. 4 

16. 6 

While dota on detailed population cha racteristics fo r t he las t few 
years are no t ava ilable, a 1975 r epor t* contalned figures on t he militar y 
and native popul atlon by r egion. [n 1973, ther e was u s i gnificant mlli t or y 
presence (more than 10% of the population) in the Southwest and lnt:erio r 
regions, although the largest number of military personnel was s t a tioned 
in the Southcentr.al a n i . In the early 1970s , the Southwest and No r thwest 
regio ns both had primarily nacivc res idents (more than 80% in the North­
west and two- thi rds i n the Southwes t) , a l t hough t he nati.ve s hare of 
pop ula t ion i n the No r thwest has decreased i n the last few year s because 
of ~orth Sl ope wo r kers . The Southeast a r ea has a sisnificnnt nat ive 
population (~bou t 20~) . the native population share ls not significan t 
i n the Southcentr ~\ l r egion . 

~'Universi ty of r\lnsk.:i , !.nstitut~ of Socla L, Economic , and Covurnme11L 
Research, Cssues i n Alaska Development , July l975 . 

Arthur D lJttle Inc. 
Il- 33 
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Table II-6 presents highlights of regional labor force, employment, 
and income characteristics. In general, lower labor force participation 
and income characterize ·the Southwest and Northwest regions, which is 
consistent with their large native populations, many of whom continue to 
participate in the traditional subsistence economy. These two regions 
also exhibit the greatest reliance on government employment, indicating 
relatively little development of the private sector economy. 

The Southeast region includes Juneau , but also many smaller communi­
ties with fishing and t imber as the pdncipal industries. There was 
substantially less employment growth from 1970-76 here than in t he other 
regions oecause of the geographic isolation of the Sout heast. In other 
words, the pipeline project did little to stimulate economic growth in the 
Southeas t . This is also evident from the government share of employment, 
which remained essentially constant here while declining significantly in 
all other regions as private sector employment grew substantially . The 
Southeast region has also experienced a significant increase in its rela­
tive unemployment rate; it had the lowest regional rate in 1970, but had 
a r a te 2.5 points above the state average in 1976 . The higher unemployment 
rate r eflects not only the lack of pipelin~-related job crea tion, but 
also problems affecting the fishing and timber i ndustries in this area 
(e . g ., poor fishing seasons and slack Japanese demand for wood products). 
None the l ess, per capita income in the Southeas t remains above the state 
average because of the large number of gove rnment employees with relatively 
high wages and sala r ies . 

The Southcentral region, which includes Anchornge, is no t only th~ 
s tate ' s population cent er, but also its economic center. This i s 
particul:irly ev ident from the fact that governml!nt accounts for a smaller 
share of employment here than in any other reg ion , even though about haH 
of all government employees work here. With about 60% of Alos ka ' s l~bor 
fo r ce and employmen t ln the Soutl1ccntral region, economic conditions here 
gencr.:ilJ y determine the statew.1.cle ::ivl!rngc . His tor Leal.Ly, the unemployment 
rntc has be ... n somewhat lower and per cup lta income somewhaL ubove the 
s tate o.vcrnges because of less favocable econnml.c 1;o ndltion~ tn o ther ~lr cas . 

The Southwcs c: region hos ha~ a very smalJ s h. re of populntion in Lhc 
civilton l.ibor force - - tn part Ut:!Cnuse or Lhc relnLlvdy high 1111llL.1i:y 
presence anti ln part becuusc of the num ber of persons engaged ln the 
tr:tditlon.-ll subslstencc economy. Whllc the number of jobs hos lncreascd 
much moru ruplJly than P'lrrnla c:Lon ln r ecent yea r s , th1.: unemployment rate 
r cmnlns high . This is becnuse military cutbacks have beQn oE[sec: by 
lnct'C.'.lsing clvilian popul;ltion nm! an expanding civillnn labor force. 
Even wlch chi.: rdatecl loss of ::iome civUi.rn f)ep;.utment of Defense jobs, 
howcvl!r, Lhc Southwest continues to cll'!rlvc about h~H of I t s 'mploymenc 
from th11 ~ovcrnmt:!nt sec tor, with ma nu focturlng (prlmari.ly !>l.!3.:>0n:ll fis h 
processing nctivity) the otht: r mnjor "mpl1lyt.tr. The s ubi:;i :Ht!ncc .:?conom· 
and hlgh sc~rnonality l n this r eg Lon kc ·p pur 1.;aplto l ncom" Low even wiL1 
s ubst.'.lntl:il government cmp.loymcnc . 

Arthur D lJttle. Inc. 



14 
H 
I 

w 
UI 

~ 
:r c .., 
0 
c 

Percent of Population in 
the Civ.1.linn Labor Force 

1970 
19711 
1975 
] 97 (-

J\vernge An11ua.I. Employment 
t:rowth Hole - 1970-76 

Unl.!111p 1 oy111e111: Rut e 

11)70 
19711 
1975 
1976 

Cover111111.:11 t S 11 ~1 rl' of 
CI v I l I 11 11 E1111) l uy111c11 t 

1970 
I ') 711 

1975 
I 1J76 

Per C:aplt:i l11cu111e 

1970 
19 711 

'l'Al3LE II-6 

REGIONAL LABOR FORCE AND EMPLOYMENT CHARACTERISTICS 

State Average Southeast Southcentr al Southwest Northwest Interior 
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The Northwest has the smallest population of the five regions although 
it has experienced substantial population and employmenc growth since 1970 
because of the North Sl ope oil field development . In fact, employment 
has grown about three t imes as fast as ?Opulation because almost all of 
the in-migrants to the area are employed in t he petroleum industry and 
related activities (pipeline construction and maintenance). Before these 
dramatic changes occurred, the No rthwest was ·1ery similar to the Southwest 
in its demographic a~d economic characteristics , with a primarily native 
population engaged in traditional subsistence activities and the govern­
rr.ent sector supplying more than half of all civilian employment. The 
Northwest had, and s till had in 1974, the lowest per capita income in the 
state . However, the wages paid to petroleum industry workers will continue 
to increase average incomes . The Northwest was the only one of the f ive 
regions which experienced a decr easing unemployment r ate in 1976 . 

About 85% oE the popula tion a nd employment of the Interio r region is 
i n t he Fairbanks a r ea. The r emainJer of the region is similar to the 
neighboring Northwes t in terms of a r ela t ively large native population 
participa ting i n t he subsistence economy, and a high goverr.ment share of 
av3ilable jobs . The pipeline project had a significant impact on t he 
r eg ion because Fairbanks was the staging area for cons:ruct ion. The 
number of jobs (measu r ed on an average annual basis) did not gr ow as 
rapldly as in other areas , but this is becausu of the season3l nature of 
the construction indus try . None t heless , the unt!nployment rnte dropped 
nearly three p~rcent36c points below sta t e and national levels in 1975; 
by 1976 pipeline la~offs had begun and the unemployment rate lncreased , 
although it r emained bt:!low the srn t e aver age . In addi t ion, the region ' s 
popula t ion declined by about 10 , 000 l11 1976 as t empo rary ru~J dent; l eft 
the area o r the s t:ite . 

tr - 36 Arthur D l.Jtt le. lnc. 
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III. ALASKA'S RESOURCES - DEVELOPHENT AND PROSPECTS 

This chapter ~esc r ibes Alaska's pr i ncipal natural resources in terms 
of their present and potential economic development . The state's timber, 
fishery, anJ oil and gas resources have been the focus of development co 
date. There has been relatively little development of coal , hardrock 
minerals, and tour ism , and the state's agricultural potential is virtually 
untouched. The potential fo r expansion o f Alaska's transportation and 
utility (primarily el ec tric power) ~ys tems i3 also described, because 
f uture infrastructure de~elopment is directly ti~d t o economic growth . 

The facto r s and problems l ikely to inhibit or constrain development 
of r esource- based industries a r e also described. Some of t hese ~ roblems 

are common t o a ll economic development ac t ivity in Alac:ka -- the d- 2 lands 
issue, limited transportation inf r as tructure , environmenta l concerns, e t c . 
Others , such us U. S. Fo r est Service policies, wil l affect only one industry . 
\~tile some of these inhibiting factors may be removed by approp r iate public 
or private action, othe r s are l ikely co remain constraints to development 
for c~e fo reseeable future . 

Even though th~rc a re fact or s likely to inhibit econom ic devel opment 
in Alaska, the r e a r e opportunities t o develop all o[ the state ' s r esources . 
Wht!th~r c:uch development ·..iill occur wtll d~ pend on po licy as well as 
iaconam : considera tions , m.'.lny of whlch arc outs i de the s t .:i t e ' s cont r~l. 

The initial Jcvelopment of dny nacur~l r esources ( i.e . , t he ex t ract Lon 
process) le.tels t o both direc t and indir ec t s pinuff potcntl.:ils . Fo r example, 
a mlncr.il ore con be mined in t\1.'.lsk.:i .'.lnd s hipped to t!te l ower 48 or oche r 
de s tin~c ions for prnce:;s ing , c r cu t i ug limited economic. c tivity in the s t a t e . 
ll owc:ver , th e. flrsL levc1. o[ Jowns tr ~:lm J\•vclopment (lhc prlmary process lng) 
coul d .'.lli::o occur i.n the s tate, lncre;1s lns the vc..1 lut.! addt.!d and emp l oyment 
~encroted hy r esource duve lopm~nt . Tn general, t hu value of r esource devclop­
me11t co the 5 tate and i ts r cs lde nL s wlll lnc r e.tse a s s eeps are aJded in rhe 
proccss lng chain . However . the ccunorn i cs of .\l -;knn op1Hation make l e 
~xlrcmc l~ unlike l y tha t ln-stolc dt.!vclopmcnl will r cJch the f lnJl produce 
s c~te , ·~c•pr fo r YnJ ll-~c J l' opuratlons to s~rv~ ch~ lucal mork~ t. 

Becm1s e 11t the sm:il I ~ ize .ind fr:igmen :..cd n.1c11 .. , o f the s t.:icc' s ecnnomv , 
the mor~ intl i. r l.!c t 8p lnoft ~ ot r csour c\! ch-. vclopmcnt m.'ly h .. as import.me , or 
~vcn :non: lmporc~n c , t h.in t he Jircc t do1.m:> tr t!~r1 .w c ivltlcs in t~rns oi l!mpLo)' ­
mcnt ml! i ncom..: E;l.!nl.! rJL .!d . A c;.Hh! in point t s t hl.! cc.1n:Hrucclon of the cran·-
1\lirnka ip •I l nl.! t o supp" rt: .:o r th Sl op t! oil .md ~.i s 1lc\"cl opm~nL. Othl! r 
rcsollrCI! dt!vt?Lopmcnt wlll ~t!111: r ... Lu support .ic c l vttic ~~ (t.! . 5 ., bun t rcp.'.ll ri n~ 
opcratlontl St.! r ·;i ng th l.! t lsh ing lnd us try) .111d n, . .,... £nt'rJs truc l urc. Xcw tnf ru­
s truc tur\! will f,1c 1llt.it ... 1JJLLl"nn l. LnJusLry " · ~ ·, r u.1J:; built Lntu Lilt! 
interior of th• s t;1 t ~ CJ n".'lch m ln~rJl r1•so11r " . m:w .1Lso p r o vi .11.! Jcc1•ss co 
1 rc~ s ~ ccrJctlvu t~ r courl : m) . 

f hl " •. l pc1• r <J~r. ' ii•s 1.h~ ouclvok .1nd <Jp porcunltids : or c •1 1: ~n cir.· 
r ~ · ourc c dt.! ·•-.- l opr1. ·11 1 p 'l!:H . l'hc p r oup •c t J tl.) r r~.;ou rc:c -b 1sl.!d "linut ,~~·J l nv 
indut.u h:s .u1• 1lu!Jcrl!l\!l l n g r ~.Hct' .J,•t .111 in ~h . 1 p1.t! r V. 

t!l- l Arthur D l.Jule. Inc. 
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A. AGRICULTURE 

1. Summary and Overview 

Agriculture, ocher than subsistence farming, is insignificant in 
Alaska . Of the 20 million acres of land that appear to be suitable for 
agricultural development , only about 20,000 are being cultivated. In 1974, 
about 750 people were employed in nonsubsistence agriculture. There were 
an estimated 300 fa rmE i~ Alaska in 1970. Mi l k production comprises the 
largest share of total agricultural production -- about 33%, followed b; 
hay and pota toes. Al hough commercial production is con:ined to local and 
military marke ts, Ala~ {an fa r mers produce only a small part of t he s tate ' s 
food needs. 

The most obvious l imi t a tion on Alaskan agricultural development is the 
short growi ng season t ha t limits the r ange of crops t hat can be produced. 
A more fundamental pr oblem is the high cost of agricu l t ur al production i n 
Alaska whic h l imits t he compe t i t iveness of Alaskan products in the expor t 
and the Al uskan ma rke t. High pr oduction costs r esult f r om t he size of 
Alaskan fa rms whi cll a r e t oo small t o r ealize economies of scale . Addit ional 
contributor s to higll cos t s of farm operations include the time and r esou r ces 
required t o prepare land fo r agricultural operations (i . e . 1 cl ea ring , 
drainage, l eveling , e t c . ) . The mos t serious in ~ras tructure problem is tl1e 
lack of a ma rket ! ng sys t ~m, which forces fa rmer 5 to deal directly •...iit h 
r e t ailer s and consume r s , and the lack of a tr:111s portation sys t em co bring 
in supplies and s hip out produc t s . Future agri~ultu ral deve lopment will , 
in part, depend on t he r esolution of poli tica l a nd r egulatory issues that 
wil l det ermine t he availability of l a r ge trac t s o( land fo r d e~elopmen t. 

The poten tia l for e xpanded agricultural production in Alaska i s t heo­
r eticall y huge bt?cause Alaska l s one of the fe·"' r emaining places in t he world 
with l a r ge a r eas of undevel oped agr i cul tural l Jnd. l f Alaska ts co r ea l ize 
its potential fo r agricu l tur:il produc t ion, opc ra c in~ cos t !:i wl ll have t o bl! 
r educed . Cos t r educt ion will depend co some exten t on ~ s c~b lishmenc of 
s tate policies tha t ~ake large tracts o f l and a vailable for agricu ltur~l 

deve lopment and chat improve trans portation fncl llt ies co pe rmit be tter 
access to suppH~s and ma r ke t s . The mos t appnrt'?nt opporc:uni t y fo r 1.1r gc­
sc:tl1? agrlc ulcu ::-1! llt.: s ln Lht.: p r oduction or ft:ctl g rain , ~s~~ct.11ly b.Jrlcy , 
fo r the expor t .,nrkt? c , espec!a ll ;o' J a pnn . E:<pnnJl!d ~ r .1 in pr oduction coulJ 
a lso be the bas i s for expons fon nf be~ f . poul t r y , and po rk proJucc lon fo r 
the i n-s ca:e marke t , J nJ Jcv~ l opment of proccss ln~ fac i lltlei . 

,, 
W • Pr sent Stacu ... 

As ri culturc, othc1· tha n su!:>:;is c ~nc~ (Jrmlng , i~ lns i gniiix.rnt ln 
Al.'.l ska . Oi th~ 20 riilllon .:ic r c s o f lJnd th~1t a pp ·nr t o be su it..lb l•! fo r 
.i~d cult r .. 11 d ~vclopm~nc., only about 20 , 000 jrL b ·lng cul L tva t~d . [11 19 11, 
about 7 ~ 0 pcopl\! were emp l oyed ( full o r pu r c-cimc) ln non-sub~is c cncQ 

agricul : ure. A lj sk~n .l~ rtcu l ur l! is ch.'.lr ct~ri ~cJ by sma l l fnrms rcf l ~cc.in~ 
thl! hi~ to rlca l humcst\!,1d b.1:»ls "~ .\L:.t .;k.1n ;ig r h:ultu r al d\!vu lupmcnt. Thc :'l.! 
w~rc an ~s timntcd 300 f.tr:ns in ,\l,1sk.1 i n 19 70 . 

I H-l Anhur D lJtth! Inc 
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The low level of agricultural development is evident from the data 
on agricultural production. In 1976 the value of Alaskan agricultural 
production was an estimated $8.7 million (see Table III-1). Between 1960 
and 1970, there was no change in the value of agricultural production in 
current dollars. Between 1970 and 1976, it rose from $5.5 million to 
$8.7 million , with most of the increase in crop value. Milk production 
comprises the largest pcrtion of total agricultural production (almost 
52 .9 million -- or about 33%) followed by hay and potatoes. Barley has 
been the principal grain grown in Alaska . Alaskan grains have been grown 
almos t exclusively for livestock feed. Wheat is low yielding in Alaska 
and is grown only to a limited extent. 

Couunercial production is confined primarily to local and military 
markets. However, Alaskan farmers produce only a small portion of the 
state's food needs. For example, fresh milk sales from Alaskan producers 
accounted for only one-third of total fluid milk consumed in the state. 
Similarly , Alaska produces less than 2% of the beef marketed within the 
state . 

Alaskan agriculture is concentrated in about five ar"as . Vegetables 
a re grown on thl.? Kenai Peninsula, the Tanana Valley , and th<~ ~latanuska/ 
Susicna Valley. The latter two areas also produce small gr ains and dairy 
products. Beef catt l e a re raised on Kodiak Island and in the Na t anuska/ 
Susi tna Valley . The Matanusk.3 Va l ley accounts for most of che s tate ' s 
agricultural :ic t ivi t y (see Figure III- 1). 

3. Problems 

There a r e sever nl reasons fo r the s l ow pace of dev~ lopmcnt of Alaskan 
agricultur e . The most obvious is the limitations posed by the Al askan 
climate. ,\las ka ' s shor t gro1.1ing season limits t he range of crops that c.:.rn 
be produced . 

A more fundamen tal problem ls the econom l cs of ag ricultura l produc t i on 
in AlaHka. The ht~h costs of agriculcurnJ p roduc tion in Al~sk~ lim ~ t the 
competitiven~ss of Alnskon product s in cha export mn r ke c ond in Che AlJskJn 
ma rket. lligh produc tion cos t s ln AlJska result from s m.l ll fo r ms a nd f r om 
the l ack o f a n ngricult:ural infrnstruc cun: . fJ i:mlau<l in ,\ l.1sk.:.t originated 
i n homesteading or o the r gove rnment progr~ms . Consequently , 'ndividual 
fa rming ope rations Jre gene J lly t o0 small co r c~lize the economics 0f sca l e 
enjoyed by farmer s in o ther s tates . Th~ avcr3g~ fa r~ in Alask~ is l ess than 
160 acre:;, whtch is consid•r.:1bly s mnl.l l! r t hnn mosL ci; t imtltcs of econom i c 
f n rm s lz!? . Furthermore , Ll't'gl.!-scti ll! J g r lculLur:a l d1?velopmcn t in othlo! r s tat l!S 
h:1s be~n uccompnnl~d by the local avaf.l:1bil lt y or !<upplles s uch ns h~ rb lclJc~ , 

pes t i cic.lc!:i, .:ind livestock , ho~ . llntl poultrv ti!l!J . In Alnsk.1 ~rn c. b s uppli1::s 
must b\.' lmportcd .1t hi gh cos t . tn foc c, on' r~.l son giv~n f o r t:lh' i.11lu r c of 
beef' and pork pr oduction to inc r~.1sc is c'1l! l .. 1ck of ,1d.-..q11nr::I! t1.."u ·wpplh:s . 

Probohl~ cl1c mo$C ~c rlous lnfra ti cru~cure prob l~m lJ the lack o f J 

mnrk~ting ::JV!lt:crn fo r ag r icu : cur:.11 procl11c cs iind ..i co roll4lry J :1 st1.:m fo r 
supplyin8 fo r m input :. . l'hc .;mull s ize o t ,.\luslrnn f. 1rm!> .rnd th~ Al:uk.1n 
morkcc: t l!sul1.t n 1 ln 1..i i.J proJuc.tion lc•1els h:we pr ccluJl.!r! the profttnbll? 

II l-3 
Arthur D lJrtle Inc. 
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TABLE III-1 

VOLUNE AND VALUE OF AGRICULTURAL 
PRODUCT IN ALASKA BY MAJOR PRODUCT - 19i6 

Product 

Field Crops 

Oats 
Barley 
Hay 
Silage 

Total 

Vegt?cnble Crops 

Po t atoes 
Lettuce 
Cabbage 
Carrots 
Other 

Total 

Total Crop Produc tion 

Livestock Produc t s 

Mll.k 
Eggs 
Beet And V11:il 
Pork 
Poultr y ~ll!at 

Lamb and ~lu t t on 
WC"ol 

To tJl Llve~ tock Productlon 

Volume of 
Production 

3 ,800 cwt 

3,800 cwt 
32,200 cwt 
18,600 tons 
11, 200 tons 

91 , 000 cwt 
9,500 cwt 
4,000 cwt 
1. 900 cwt 
2, 200 cwt 

16 ,000,000 lbs 
500 ,000 do?. 
716 , 000 dr wt 
105 ,000 dr wt 
1'10 , 000 dr wt 
18 , 000 Jr •.;t 

51,000 l bs 

Total .\g r i.cul tu rJl Product ion 

Value of 
Production 

$ 30,000 
261,000 

2,325,000 
391,000 

$3,007 ,000 

$1J 00 l, 000 
261, 000 

59, 000 
36 , 000 
631000 

$1, 420 , 000 

$4 , l127 , 000 

$2 ,888 ,000 
570 ,000 
608 ,000 

84 , 000 
43,000 
10, 000 
45 , 000 

Sl. , :!48 , 000 

$8 , 67 5, 000 

::i1>urccs : U. S. Ocp.:t r tm~n t "'f Agricultu!-.", St .ttls Llcn l R<.?p or ting Sc rv lcc; 
Sta t e or Al ..i s lw , Dl!pcirt rncnt o( fommt: r c~ .rnd Economil.: Deve lopm•.! nt , 
Di v i s ion o i Economlc Ent -:? r prl ~ 1·. 

re r- 4 
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development of wholesale marketing and distribution enterprises. Conse­
quently the bur<len of marketing has fallen on the individual farmers who 
lack the capacity to develop larger-scale markets. Thus farmers market 
directly to retailers, and in some cases to consumers . The lack of 
processing facilities further limits the market potential for farm 
products. The Alaskan local market is limited and the export market 
undeveloped so that t here is only a small market for processed food 
products. 

Transportation is another factor which has limited Alaska's agri­
cultural development. The lack of transportation facilities in some areas 
has limited farmland development because of the inability to obtain supplies 
or to ship products to market. Where transportation facilities are avail­
able they are expensive. For example, transportation rates for milk are 
so high that in the southeastern part of the state, f roducers have dif f i·~ 
culty competing with products brough in from outside the state . 

Other problems will have to be resolved if agricultural production J.n 
Alaska is to increase substanti~ ll:· . To increase the economic viabil i ty 
of Alaskan agricu lture, fa rms WLll have t o be larger in order to realize 
economies of scale, and this will te~Jire a land policy t ha t makes signifi­
cant amounts of land available [o r l cl r ge- scale agric1 lture . However , the: 
following potential obs t acle make the future ava ilatility of l arge trac t s 
of ag r icultural land uncertai n: 

• 
• 
• 
• 

The d- 2 l and issue, 

Availability of na tive corporation lands , 

The l ack of privately owned land , and 

Compe t ition with othe r l and us.:!s s uch as r ecreo t ion 
an<l urban/ s uburban development . 

rn t he Matanuska Valley agdculturnl I. and us t! has bt!g un t o conflict 
with oth l! r development uses . The v<1lley i !'i n prime ag ricultural a rea 
because of its good so ll, warm te~pcra ture , and mode ra t e rain fall . Howev~ r, 
wi t h increases in population in t he Ancho rage area, valuable agricultur al 
Land may be turned over fo r r esidenci::il , commerc i al, .Jnd i ndustria l u ses . 

The U.S . tnterior Depa rtment' s d- 2 proposo l would i ncorporate about 
on1,! -hulf of the s t:it e ' s t illable land a nd !i .ignit icantly reduce che s tate ' s 
ngriculturnl po t l?n ti<ll . On<:e the f:ed ~ r .'11 J ands have been id ent ified a nd 
selec t ed fo r withdraw;il , 1 t wou l d be lmpos~ib le fo r the 1.:rnd t o be us ed 
. o r :1Rric 111 turc . 

£ven ; f s uffic il!nt lDnd becomes available fo r l ~ rgc -sc ile forming , 
c:lw s n1a l1 s t?.c of the ,\losk3n mu rk~t mny limit the vi.:lb illly of la q;e- sc::i l a 
deve l opmen t . Product ion for the Qxpo rt m.:irkct could justHy l3 rge-sc:Jlt? 
agr.lcul ture but th i s would depend on t he µrcv:iiling commodi t y pricl!s i.n 
wo r l d markt.!ts . L,md s s elected by thn n:i ci.v c o r por:it l o 11 s fo r ownecsh lp 
und ~r the Alnsk3 ~a c ive Cl3ims St?c tlement Ac t would s till have o po t ~n t l~I 

fo r J gr icul tur1.1 l produccion. Th l s could be through individua l ope~ot lon , 

co rpo rat~ formin~ , ~r some kind J ( l~ase ar rarg~mcnc. 

111-6 Arthur D Litt le. Inc. 
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4. Outlook and OpFortunities 

The potential :or agricultural development in Alaska is theoretically 
huge, as indicated in Figure III-2. Alaskan agriculture has the potential 
to serve a world m2rket and to reduce Alaskan imports of farm products. 
Alaska is one of tbe few remaining places in the world with large areas 
of undeveloped agricultural land (See Figure III-3). 

There are fo~r major concentrations of suitable land: the Anchorage/ 
Kenai/Natanuska-Susitna Valley area; the Dillingham/Tikchik Lake area; 
the Tanana/Kantis:1na/Salcha Basin area in the interior; and the Yukon flats 
area of the Upper Yukon . In addition, there are three minor areas : the 
Yukon Valley from below Holy Cross to Ruby (including the Koyukuk Basin), 
the Kuskokwim Va:ley from just below Aniak to Lake ~linchumina, and the 
Copper Valley-Chitina Basin . The Tanana Valley has the grea t est potential 
for agricultural development because of a large land base, available water, 
a developed tra~sportation (rail and land) system , and land use planning; 
i t has an even greater potential than the Matanuska Valley. The Tanana 
Valley currently produces about 20% of the crops produced in the state. 

If Alaska is to realize its potential for increased agriculture pro­
duction, opera ting costs will have t 0 be reduced ~o that Alaskan products 
become competitive in the lower 48 and i n worldwide markets. Reduction of 
production costs will depend in part on es tabl ishmen t of gove rnmental 
policy that makes iuf Eicient land available for large- scale agricultural 
production and that encourages improved tra nspo rtation s ys tems that permit 
bet t er access to supplies and morkets . However , development of commercial 
agriculture ln Alaska has not been a major state policy goal. Only recently 
has there been discussion of the need for a comprehensive assessment of 
agricultu1e as a major land r esource development alternative . 

Recent developments show that statewide inte rest in agricul ture in 
Alaska is gaining momentum . A Department of Commerce and Economic Develop­
ment projec t is investiga ting the costs associated witll producing Alaska ' s 
agricul tural products and livestock. And the s tat e legis lature is beginnlng 
to look more closely to agriculture . Tllis incrcas~d a ttent ion given to 
agrlculture probably refl~c ts concern for developing industries based on 
rencwoble resources. 

The proposed De lta project may be evidence of new st.:i t e inte rest in 
promoting agricultural development. The project would promote barley pro­
duction in the Delco- Cl e.:i rwater area . The Delta plLin would 11tillze 64,000 
acres of land south of Delta fo r barley production wi.th the state financing 
th~ clearin ~ and breaking of the lond. State cos t s under the plan would 
be recouped by leasing the land to fa rmers for a five - year lease period 
~rnd then offering a purchase option. The North Pol e refinery wi.11 be 
producing diesel fuel in its fir s t stJgc of opc ro t i on and probably gasolln~ 
in 1979 . Tliis new facility will assure Lower prices ond a steady 5upply 
of fuel and will exhaus t s t eam at a rat e of 200,000-350 ,000 pounds an 
hour at an average t emp~ra ture of 600 degre~s F. Tlie was te heat from thd 
North Polt:? re fi ne r y and from tht! pump st.it lc·ns on the trans-Alaska pipeline 
will provld~ u source of heat to dry graln ~nd serve 35 an energy source 

rn- 7 Arthur D Little. Inc. 
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in slaughter plants, feed lots, dairy ope~ations, poultry operations, 
greenhouses, and soil warming. The project, if completed, would more 
than quadruple the presently tilled acreage in Alaska. 

State policies and programs to encourage agricultural development 
would probably show results only in the long term . A study conducted 
in 1976 by the Institut e of Social, Economic , and Government Resear~h 
of the University of Alaska concluded that : 

"Even if development of large-scale agriculture in Alaska 
were to begin now, it would take 10 years to obtain sig­
nificant increases in production . Because knowledge of 
J arge- sc.1le farming in northern latitudes is incomplete 
and because the private sector and the government lack 
adequate knowledge to deal with the problems, an estimate 
of 25 years seems more appropriate for obtaining significant 
increase::; in agricultural production." 

The most apparent opportunities for increased agricultu ra ; develop­
mEnt lie in tl1e production of feed grains for the export market. Barley, 
which grows well in Alaska , could be produced a nd exported to Japan . Other 
potential export destications for Alaskan feed grains include the Soviet 
Union and the U.S . l~est Coast. Fu rthermorl!, increased barley and oat 
production could form the basis for expansion of beef, poultry , and po rk 
production wh ~ch have been limited in part by the need t o import feed . 
The development of an export- based feed grain indus try would r equire , 
above all, th~ commit ment of a substant iaJ amount of land. Oc.:!angoing 
grain vessels typically have a capacity of 2- 4 million bushels . To put 
this into per s pective , a t typical U.S . ylclcls of 40 bushels pe r acre of 
barley , 100,000 ac res of production would be n~eded to load a single vesse l. 
Furthe rmore, the world grain trnde i s carrled ou t by a n extremel y sophis ti­
cated gr oup of trJde rs and the likelihood of at trncti ng o major f irm lnto 
Alas ka befor e crnp acreages ~ :<c~ed 2 ml llion ::icrcs wou l ! be smn ll. 

Ex pans lon of grain prothr t Lon would also r cqu lee the construe t ton 
of s ubsc:antial intrascructur ~ f...1c iJ ltl.cs . These would inc lude : 

• 

• 

• 

• 

Cons truction of rail l i nes to move the produce co 
coas tal shipping points , 

Access roads fo r f<lrmers t o move produc t to the roll 
lilles , 

Storage and grain e Levo t o r Caci l lt Les at r.:i llro~1d 

collec tio~ a reas , and 

Storage and gr:iin devato r tac ilitil.! :; ..it w.itl!l' $h l p­
mcnt points . 

lil-1 0 
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Expanded agricultural production could result in development of 
spinof f industries . On the supply side, Alaska 's farmers cculd have a 
competitive advantage in obtaining fertilizers and pesticides i f chemical 
industry deve l opment occurs in Alaska. Feed industries coul d devel op to 
meet the needs of increased beef production . On the demand s ide , beef 
and pork slaughterhouse and processing could develop to meet the needs 
of the intrastate market. 

Expansion of potato production and potato processing i s a nothe r 
possibility. Processing f acilities could be deve loped to make f r ench 
fries, chips, and shoestri ngs, and processed pota toes fo r the domest ic 
market. Another possi bility is the production of indus t r i al a l cohol 
from potatoes (or grain). Of greate r po tential signif i cnnce is the 
export o f processed po t a t oes . 

Mos t of Al aska 's potato produc tion i s i n the Matanuska Va l ley ; some­
wha t l ess than a third of t he s t a t e 's c rop i s t~ rves ted in the Tanana 
Valley and on ly a t .)ken acreage i s g rown op t he Kena i Penin sula . Even 
i n t hes e a r eas, howeve r , Al askans produce less than half of the t able-
s t ock tha t they cons ume . Al as kan po t ato pr oduction does no t sa t i s fy o r 
mee t the i~-sta te ma r ke t needs becaus~ ver y few pe r sons have been able 
t o economically f inance t ile mechanization necess ary fo r effi c i ent l y 
produc i ng , s t oring , and ma r keting t hei r c rop. Wi t hout these nec es s ities , 
e s peci a l l y adequate up-to- dat e scor:.lge fac ilities , pota t oes have g lu tt ed 
t he ma r ke t a t ha rves t and later r eached th 1~ ma r ket i n poor compe tit i.ve 
posit i on af t er l ong periods l n s t or age . 

I n i\laska , as i n othe r poca t o growi ng r~g i.o n ::; , consumptlon of pro­
cessed and frozen po ca t o product ::; 1 m:.i in l y trenc h f rles , now exceeds con­
sumpt ion of fresh po t atoes . The re for e , process ing of pot::ltoe~ i n Al :-t s ka 
is a "mus t " lf Alnskan growe r s c1re t o supply t he marke t i n chc s t a t e . 

Ex pa nde d :1g ric ul tu1-a l d ev~lopmen t i n Al aska wil l r .::qulr 1.: , o r occu r 
i n conj unc t l on with, £-:<pand eJ in fras cructurc t::i~ lli. t L L!~ u nd mn rkct i.ng 
channe l s . Trnns portJ Li on faci l l tles would b~ needL?J t o br i nR in supp l i e~ 
t o farmers and t o shLp out fa rm µroduc t s . As no t 1~d above , t o i nc r eas e 
gr ain produc tion , add J c io n ~d r :.l ll trnns porta tion foc ill t: l !:!S wou l.d h e 
r equi r ed ns wc: ll as gra i n e lE;:vnto rs , l ond l ng L'.lc llit les , .1nd s corngc 
[ ;.1 c ilitl~ ::; . Proces~ l ng f .1 c llit i-:.' :; nnd t he r t?s u.lting ve rt ica l intcg rotlon 
of ngrlcul.tural product: i <> n woul d pr ovide a ma r ket d l s cr ibu t lon cha nne l 
fo r: pr i mary ptodu~ t s . Fo r ex.:lmp l ·~ , the nvoHabil ir.: y of s l aughLcrhousc :> 
cou ld provide o ch:inn \;' I fo r the 11 ::;c of hogs o r c attle . Tltc d cv.:! l o p111 t.?n L 
o l fn rme i; · oopcra c Jv12s cou lJ h.:! 1p prnvldc t he resoucccs ne11d11d to deve l op 
mnrke ti.ng ~hnnncl !-t tlrnt w1Jl1l d b i~ beyond t he ctl (Hlc.: LL y oi .ln divldual 
pr oducer s . 

The most Lmmedia cc po t: "nt l3 l fo r 1\1;1s k:1 agrlc ul t u r<i l dcv\! l op111 cnc 
is t'. o lnc· r c:ts e t: he loc.i l mo r ke r:. . Assum i ng the . vall. .:tbility of it!cd on<l 
..i vu ll nbJ Llr-.y u l l m-1e r co::; t tr~rn spo r t at'i o n f:ldlt tl ~!S , hug product Lon 
could cmua . l c: ut e a m.lj or sh:i rc 1)( Chi.! Al.:t sk=i n mol'l~et (or pod c [11 c i: .::1s cd 
mi l k pr0J ucti11 n f.:> r th i: locJl mil rkct wo ul d be :-i nochcr posslhi.J ic:y ht:>c:rns c 
mur ke t tng ch.inncl~ 1 lr ~ody l.!Xi~ L . 

tl t - t l Arthur D lJttle Inc. 
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If food supplies are tight and agricultural product prices are high, 
the interest of investors in Alaskan agricultural development could be 
substantial. On the other hand , if the present surplus situation for 
most major commodities and the associated low farm prices continue , the 
investment incentive will be limited . 

u :-12 
Arthur D !Jule. Inc. 
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B. FOREST P~ODUCTS 

l. Summary and Overview 

Timber harvesting and processing ranks third aiter oil and gas and 
fisheries in ter~s of contribution to Alaska's ~conomy. In 1976, employ­
ment in l ogging, lumber, and pulp activities was 3200 - - less than 2% of 
the state's total employment but close to one- t~ird of the state's total 
manufacturing employment. 

In l9i6, about 522 million board feet of timber were harvested i n 
Alaska -- 90% of which were taken ~rom nat~ona: forest l ands managed by 
the U. S. Forest Service . Forest Service po l icies have a gr eat impact on 
Alaska's f c resc resource utilization . Mose of the state's timber o pera­
tions have been in southeastern Alaska in the Tongass National Forest. 
On a statewide bas i s Alaska is utilizing 0nly about one-thi rd of che 
allowable c~t. Nearly 90% of the output o f Alaska ' s forest products 
industry is shipped to Japan -- pri~arily cants, chips, and dissolving 
pulp for the production of rayon. 

For economi c and regu l a t or y rea sons , Alaska has utilized only a s~all 
por t ion of its for est pr oduct r e sources . The economic r easons a r e che 
same as t hose t~at limit the deve lopment o f o ther export i ndus tries -­
i .e., t he high cos t o f operating i:i Alaska which limits ~ ht? c ompe t i t i~e­
ness of Alas kan products in the ex?o rt ma rket$ . Regulaco r 1 li~ita : ion3 
on the fore s t produc t s industry include the : a l lowi ng: 

• 

• 

• 

Restrictions on t he export o f unprocessed l ogs , 

Lim!.ta t ion oE fut ur e timbe r contracts t o lO r a t her 
than 55 yea rs, and 

State and fede ra l poli cies a :fecc i ng timbe~l3nd 
avai l abili t y : o r comme r:::: ial use . 

The economics of Alask.:in fo r es :: product produc tion will probab ly 
limit t he i ndus try co its exii t i ng m.:irke ti. The high cost s of Alaskan 
o pe ra tions ~ill li~el; pr~clude t h! prodcc tion of pr ocess ed ?roduccs that 
canno t compe t e i n the Lowe r l S whe re t he ~arket is controlled l a r iely 
by ~aj o r i nt egr a t ed pr odu:e:s in cne Pacif i c ~orchwes t and t~e South . 
Future indus try e xpansion wi ll be L.nked cc che J a panese need : o r l umber 
fo r cons cruc ci.on .:ir.d pulp : e r r.:i :101 .:rnd p.::.pe r production . Some e:<pansion 
of s awmill a :id j) r oce<>s i ng : ci_ i::i . :t<li' .Jl!cu r co mee t t ht? n e~ds of the 
in-s tate car \e t. 

Pr esent St a t us 

Timbe r ha r~es t i:i g and processing ran~s th~rd ~: te r oil Jnd ~as Jnd 
: ish~ r ies ~r. :: e r~s of contr ibut ion co Aluska's economy ( ~e.:isu red i n te:-::is 
of ·1a lue ·JC H"Odu•.: :: ion) . tn 1976 , e:nployrae!'l t ln lo~gi:i3 , l:.imbe r, und 
pulp ac c lv Lti~s ·.r.:i:; 3200 -- 1 ,5 : :ian '.! .. ~ ot che ;;ca ce ' s toc::i. l ~:npl.Jymenc 
:,ut al mos t •Jne- ch!.rd or t: !1~ 3t 3. Ct! 1 3 t ot I L :u::inufJ.ctur t:i% cr.iploymc!".t. 
:'.r.tployme:it i. :i : !'le i.~dcstr:1 :ia:; !. :1.;!"e.!~cd b:: .ab.:>ut !.l)I) s!.:1ce t970 . 

U t - l3 Arthur D Lie tie. Inc. 
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In 1976, approximately 522 million board feet (mbf) of timber were 
harvested in Alaska (see Table III-2). The volume of timber harvested 
peaked in 1973 when 679 mbf were harvested, an 86% increase over the 1960 
amount. The end product value of timber harvested increased from $47 . 3 
million in 1960 to $208.2 million in 1976 . Nearly 90% of the timber 
harvested was taken from national fo r est lands controlled by U.S. Forest 
Service . 

TABLE III-2 

VOLUME OF TIMBER HARVESTED IN ALASKA 
BY LAi'iD OWNERSHIP CATEGORY - 1960-76 

(in thousands of board feet) 

Nat:..onal 
Forest State Other 

Year Lands Lands Lands Total 

1960 351,109 210 14, 18 l 365,500 

1965 404,498 24, 161 3,241 431,900 

1970 560,975 53 , 568 41, 648 656,191 

L9i5 413,000 33,500 22,150 468 , 750 

19 76 !172,800 4 LI 700 7,200 521, 700 

Sources : U. S. Fores t Service; Alaska Department of Natura l Resources; 
U. S. Bureau of Land ~lanagemen ; U. S. Dcp::ir tmenc of the Interior, 
Bureau of Indian Af fnirs . 

for forest inventory purpose~, the sta te is considered as two r egions -­
coas tal and inte rior (see Figure Ill-4). Timbe r in che two regions differs 
i n species , g rowth rate , and economic significance . Coas tal Alaska contains 
about 1) million acres of fo r es ted land, o r about 40~ of the regions gr oss 
land area . Some 6 million fo r ested acres, o r 441. of the t o tal forested a r ea , 
or e considt:?red commercial by the U. S. Fo r es t Se rv ice which rn:mages most or 
the timbe rland . The major species in the coastal area include Sitka spruce , 
western l1 crnlock , and s0me ceda r nnd hardwoods . I nterior AlaskR contains a n 
es timated L06 million acres of fo rested land or about onc- tl1ird of the gr oss 
land area . Commer c ial tlmher accounts fo r abou t 23 million ac res -- 22~ of 
the fo r es t ed a r ea . The domin:rnt comme rcia l sp\.!cies in the interior is wh ite 
spruce , with paper birch , aspen, and cottonwood as secondary spec i es . 

~lost of th~ s t a t e ' s timbe r ope r ::i t ions have been in southeascern :\la~ ka 
In the 1'ongass .lation.1 l For es t. Of the 11 mllL Lon ncrcs of fo r es t l.::ind in 
Southl.!os t :\ln.>k::i , ::ibont half a re of ~om:n c rcial value -- :rnd 92~~ oi thC::it! 
commercial trees a re in the Tongass . Mo re th:rn onc- t hlrd of the naclonnl 
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C~as ::a l ?u : es t s (Hemlock- S?rucc) 

:~ tc :io r Fores t s (Sp r~ce-Hardwoods ) 

Cor.p ilcd i:l 19/l by t he Federal ?_c!J Car.uni t::~~ : v r Oc•1elo?mt:?~t 
Planning ~n Alas~n f: cn Jutho r icaci~e sources . 
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