


working Paper #1 

ST/~TE OF ALASKA PERMANENT FUND 

INVESTMENT OBJ'ECTIVE OPTIONS 

August 25 , 1976 

In accordance with the directive given t o us, this first working 

paper focuses on identifying all of the possible investment 

objective options for the proposed permanent fund . 

our effort emphasized comprehensiveness and completeness. It was 

not our purpose at this point to engage in any analysis of the 

options. Nevertheless , in the accompanying list some preliminary , 

somewhat superficial analytical observations are made. 

The options appear to fall into three general categories : those 

with a social orientation, those with an economic orientation, 

and those with a fiscal management orientation. 

Social Orientation 

I. Income Redistribution 

The principle objective of the fund would be to 

serve as a vehicle for redistributiny income from 
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high income earners to low income earners. This 

would imply a strategy of placing investments in 

the safest securities, with the income f rom these 

investments going to low income families on the 

basis of some sort of formula perhaps similar to 

tbose developed for the proposed Federal Negative 

Income Tax. Obviously, considerable actuarial 

work would be required to insure that the program 

were operated so it w0uld not have to be supplemented 

by the general operating budget. 

II. Subsidization of Lower Income Families 

Here the fund would be utilized to guaranty or purchase 

loans up to certain amounts and for certain purposes. 

The program would be structured so as to provide 

financing to families who otherwise would have a difficult 

time obtaining funds. An example would be expansion of 

t he State ' s home mor ~gage program. 

111. Geographic Redis tribution of Wealth 

Under this objective the fund would invest principally 

in rural development programs, making capital available 



for both publ ic and private projects that otherwise 

would not be able to attract such capital . This 

objective tends to fly in the face of an important 

concept which s hould be kept in mind: just because 

financing is available for a par ticular project not 

necessarily make the project sensible f rom a long­

run operational viability standpoint . 

IV . Support of a Specific Designated Social Objective: e . g . , 

Endowment t o Finance the Universi t y of Alaska 

This str ategy, similar to the one pursued in Texas 

(Permanent University Fund), represents a rather 

dramatic commitment of s tate funds. It would seem 

that such a commitment would have to have some degree 

of flexibility , as it runs the r isk of not coincid ing 

wi t h future social priorities. 

v. Directly Inc r ease the Quality of Life o f All Alaskans 

'l'hrough Various S1:', sidies 

The structure of this program would be identical to t ha t 

under ll , except that the lower interest loans would be 

a vailable all Alaskans regardless of income or ther 

financial criteria . Naturally, such a program would 

run the risk of some rather dramatic dispari t ies, such 

as an ext remely weal thly individual receiving a s tate 

subsidized l oan. 
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VI. Provide a vehicle to allow all Alaskans to participate more 

directly in the economic development of the state through 

an ownership position. 

This would involve creating a private corporation, the 

stock of which would be given to Alaska citizens on the 

basis of some sort of criteria and formula. The 

corporation (e . g ., Alaska, Inc.) would receive the 

revenues designated for the permanent fund and would 

have the power to declare dividends on the basis of 

its earnings. 

The legality of such a vehicle is certainly opened to 

qucst~~n. Further, establishing such a program would 

be an extremely complex matter. such a vehicle might 

be implemented as a "general s tock ownership plan" 

similar to an "employee stock ownership plan" recently 

author ized by Congress. In addition to the legal 

questionability and mechanical complexity, there are 

some major philosophical questions which such a program 

brings forth . 

i.::conomic Orienta t ion 

Vltl. Subsidi ze small businesseE through expansion of existing 

loan programs (Small Bus.lness Revolving Loan Fund, Comrner.cial 

Fishing Loan Fund, a nd Tourism Revolving Loan Fund) and the 

devel opment of new similar loan programs. 
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This program would likely take the form of loan 

guarantees or purchases to bring about lower interest 

rates. 

Important note: subsidies only make economic sense 

if the activity directly and indirectly induced by the 

subsidy generates in the long-run revenue to the state 

government which exceeds the cost of the subsidy, 

thereby bringing about a net benefit to the state. 

VIII. Vehicle to bolster, beef up , and make viable Alaska's 

traditional industries, particularly fishing and forest 

products. 

Such a strategy would imply a variety of programs including 

loan guarantees and purchases, bond purchases, (e.g. 

"Industrial Bond Bank"), and direct ownership of major 

projects which effect substantially the viability of 

these industries (e .g., Quebec Industrical Development 

Ass istance Act). 

These programs Jhould be pursued only i f they sufficiently 

alter the very structure of these i ndustries so as to 

create truly viable enterprises which in the long-run 

will generate tax and other revenues which more than 

offset the costs of these programs to the State . 

IX. v~nicle to create a more stable and broadly based economy. 
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Under such an objective the highest priority 

be placed on the financing (either debt or equity) 

of major projects which substantially alter the very 

structure of Alaska 's economy. 

Examples might include hydroelEctric f ac ilities, 

petrochemical plants , agricultural projects, hardrock 

mining ventures, etc. 

The organizational structure and modus operandi might 

be similar to organizations such as The World Bank, 

the Asian Development Bank, and the Development Bank 

of Puerto Rico. 

Fiscal Management Orientation 

X. Vehicle t o provide cushion for possible future revenue 

down turns . . 

Under this program the fund would be invested re­

latively conserva tively. Earnings would be re-invested 

separately in the safest securitles, and the accumulation 

of such earnings would be avai lable t o fill any gap 

resulting from a momentary sho r t -·run dec rease in r evenue 

to the State of Alaska as a result of cyclical or other 

temporary factors . 

XI. Reduction in the state debt and/or the cax burden on 

Alaska 's taxpayers . • 
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Under this objective the fund would be utilized to buy 

back State of Alaska bonds , reducing th~ st~te ' s out­

stinding debt and thereby (1) lowering the interest 

pc1yrnents of the State, and (2) improving the State's 

tend rating which in turn woulrl lower the interest 

rate on future bond issues. 

Further, under such a strategy earnings of the fund 

would be utilized to help pay for t he State ' s operating 

expenses or for the distribution to local government 

for support of current operations . 

General Conunents 

U~on cons iderable r e flection on this matter, we feel that a subtle 

yet extremely important distinction must be kept in mind. The very 

name of this ins trument wh ich the Alaska voters will approve or 

disapprove -- permanent fund -- implies that notion of sustainability 

and perpetuity. ~nerefore, it seems to us that management of t he 

fund in accordance with the intent of the Legislature and the 

Alaska voters would imply a long-range rather than a short-range 

orientation. 

In th is regard, it is important to acknowledge that often pursuit 

of short-run social objectiveB sucl1 as redistribution of wea lth 

of te11 is counter-produc tive to the extent that it can undermine the 

very factors that are necessary for their long-run continuation. 

Further, it should be acknowledged that pursuit of economic ob­

jectives , to t he extent that they expand the tax base, often more 
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effectively contribute to the long-run w.aximization of soaial 

objectives. 

It is this line of reasoning that at this point causes us to feel 

that pursuit of investment objective options VIII ·and IX would most 

effectively satisfy the i ntent of the Alaska voters if they approve 

the creation of the Permanent Fund. 

It appears to us that the following activity is now appropriate for 

the State Investment Advisory Committee: 

(1) Select on a prel i minary basis the objectives to be 

pursued, establish the priority for each. 

(2) Fully analyze the implications and effects of the 

pursuit of each ob j ective. 

(3) Refine, consolidate, and perhaps reduce the objectives 

to be pursued, establishing a relative priority for each. 

(4) Determine certain more specific guidelines (e . g. invest­

ments inside and outside the State of Alaska, the fund's 

interface with the private sector, a nd the mix between 

shor t-cun a nd long-run maximization of objectives). 

(5 ) Dete rmine the organizat ional structure , admin i strative 

procedures, and other s pec ifics r equir ed for implementnti on 

o f the fund. 

This work i ng paper r epresents only our ini t ial th i nking on this 

ma tte r and is inte nded solely as a basis for di scussion wh j ch Nill 
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lead to a svecif ic identifica~ion ot further anai¥ii& to be 

performed. 

L .Q 
~obert ~' ~~chaf~I 
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Working Paper #6 

INTERFACE OF THE PERMANENT FUND 
WITH THE ALASKA BANKING SYSTEM 

November 5, 1976 

Relative to consumers in other states, Alaskans. enjoy access 

to a broad banking system. Exhibit A indicates that on a 

per capita basis there are more separate banking institutions 

in Alaska than in all of the other western states. Further, 

as indicated on Exhibit B, Alaska communities of over 10,000 

people have t wice as many banks as the United States average. 

Finally, as indicated on Exhibit C, some extremely small 

communities in Alaska are served by banks. 

' 
The map labeled Exhibit D indicates the broad geographical 

disbursion of Alaska's commercial banking system. A speci fic 

listing of the location of Alaska's banks i• on Exhibit E. 

Note that there are over 100 banking offices in Alaska. 

Commercial banks are only a part -- and indeed a small 

part -- of Alaska's total financial induatry. Exhibit F is 

a partial l ist of other financial institutions doing business 

directly in Alaska . 

As you can clearly see from theae exhibit•, Alaaka consumers 
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relatively br oad 

disbursion of colTUt\ercial banks and a very wide variety of 

type s of financial institutions with which to deal. 

The information that I have presented to this point is 

pri marily background data. Th~·· most 'important element- of 

the Alaska banking . system in:•terms ~ of the Permanent ~Fund is 

the role which Alaska banks have' pl~yed as conduits for 

9hanneling funds from large, long-term ipvestors to Alaska's 

families and b_us.inesses. 

Over 80% of the money which finances the ·purcha3e of homes 

in Alaska does not come from Alaska bank deposits. It comes 

from large institutional purchasers of mortgages. These 

instlt~tional investors are comprised baaically of (1) federal 

agencies (Federal National Mortgage Aaaociation and Federal 

Home Loan Mortgage Association) and (2) "outside" savings 

institutions, and (3) union pension plans. 

The banks originate the mortgages, that is, they take the 

application from the borrower, perform the credit analysis, 

do all the paper work, etc . Then the bank• aell the mortgages 

to these large investors and service the mortgages for a 

f ee . Servicing i ncludes accepting the payments, making the 

ta x and insurance payments, etc. The borrower deala solely 

wlth the bank and is not even aware of the inatitutional 

i nve stor who purchased his mortgage. 

Ano the r way in which the Alaska banks aerve aa conduits for 
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the flow o f funds into the Alaska economy is through loan 

parti cipations with "outside" banks. This situation normally 

ari ses whe n a customer comes into hi s bank in Alaska and 

requests a l oan that exceeds the l ending authority of the 

particular Alaska bank. The bank then pre sents the loan t o 

an o utside bank with whic h it has a correspondent relationship 

for consideration by the "outside" bank to lend the amount 

of money which exceeds the Alaska bank's authority. This is 

a ver y common practice, and it goes on everyday. Exhibit G 

is a partial l i st of United States financial institutions 

par t ic ipating in loans in Alaska. 

Probably the most significant investor which injects funds 

i n t o Alaska's economy through the Alaska banks is the State 

oE Alaska. The state General Fund, the Public Employees' 

Re tirement Fund, and the Teacher•' Retirement Fund currently 

ho l d over $100 million of loans and mortgages which were 

purchased from Alaska's banks. 

J\ddit ionally, t he Small Buaine•• Administration has been a 

s ubstantial pur chaser of Alaska's loana. 

The re l evanc y f or all o f this for our discussion today is 

t ha t t ho ~laska banking system ia structured and has opera ting 

p r ocedures e stablished for serving as an effective conduit 

fo r the f l ow of funds from large investing agencies to 

Ala s ka ' s families and businesses. The Alaska banking system 

has a considerable amount of experience in this procedure 

and perceives this as one of its important roles. 
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'£he i nvesting .agency benefits from this system by receiving 

the knowledge, skills, manpower, and entire mechanism of, I think, an 

extremely efficien t group of institutions set up to perform 

this very function. The large institutional investor pays a 

fee for L~is s e rvice which obviously the institutional 

investors to date have felt was more economical than setting 

up their own organizations to take loan applications, process 

the paper work, etc. 

The conc l usion then, it seems to me, is that if a portion of 

the Permanent Fund is allocated toward loans to consumers, 

families , or Alaska businesses and organizations, it appears 

to make sense to do this through an efficient system of 

financ ia l institutions already set up to perform this function. 

F'urther , I think that consideration should be given toward 

allowing Alaska banks to participate in lar9e economic 

development type loans . Some Alaska bank& already participate 

in ma jor financing in the state which actually was originated 

between the corporate headquarters of national firms and a 

major bank "outside." The advantage of having the participation 

by the Alaska banks is twofold: (1) the Alaska bank can 

of fer an understanding of the environment within which the 

loan i s being made and (2) the Alaska bank provides a certain 

amount of local supervision of the loan by maintaining 

surveil l a nce over the activity which the loan ia financing . 

1 think that most bankers, in Alaska are quite enthusiastic 

over the Permanent Fund because they are aware of the tremendous 
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good that can be forthcoming from this vehicle. '!'hey certainly 

do not perceive it as a threat. It should be kept in mind 

that commercial banks are in business to make short-term 

commercial loans -- hence, their name. The Permanent Fund, 

on the other hand, as indicated in my very first working 

paper pre~ented to you, should have a long range orientation. 

Its very name implies this and, indeed, the Alaska voters 

had this i n mind when the approved it. So, operated as I 

think they ought to, the Permanent Fund and the Alaska 

banking system should not be in a competitive posture. 

As an added service to the Permanent Fund, however, the 

Alaska banking system offers an efficient, conduit through 

whi ch the Permanent Fund could channel certain of its investments. 
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State 

ALASKA 
Idaho 
Washington 
Oregon 
Nevada 
Hawaii 
Arizona 
California 
Utah 

EXHIBIT A 

NUMBER OF BANKS* PER 100,000 PERSONS 

*Number of separate insti tutions 

Number 

3 .75 
3.43 
2 . 79 
2.32 
1. 60 

.88 

.83 

.77 

.55 

Source : "Blue Chart - A comparative pos ition table of the non-reserve 
city banks and the ' reserve city banks in the Twelfth Federal 
Reserve District," The Pacific Banker and Buaineas. 



EXHIBIT B 

AVERAGE NUMBER OF COMMERCIAL BANKING ORGANIZATIONS 
PER CITY IN U.S. AND ALASKA 

(1970) 

Size of Cit 
lO-lS,000 l~-30,000 30-50,000 

Total U.S . 

5-10,00~ 

1. 99 2.41 

5.00 

2.83 3.29 

Alaska 2.50 6.00 

Sources: 1970 Census of Population , Advance Report, Final Popula tion 
Count, Bureau of the Census U. S. Department of Commerce. 
American Bank Directory, Spring and Fall Editions, 1970, 
Fal l Edition 1973. Operating Banking Officers, January 1, 
1970 , FDIC. Standard Metropolitan Statistical Area s of the 
United States, 1967, Bure3u of the Budget, Executive Office 
of the President. Subsidiary Bank of Bank Ho lding Companies, 
Dec. 31, 1 969 , Federal Reserve Board . 



EXHIBIT C 

ALASKA COMMUNITIES WITH COMMERCIAL BANKS 

Conununity 

Dead horse 
Yakutat 
Tok 
Wasilla 
Nenana (Clear) 
Glennallen 
Skagway 
Delt~ Junction 
Dillingham 
Valdez 
Metlakatla 
Homer 
Palmer 
Cordova 
Soldotna 
Haines 
Seward 
Kot~ebue 
!"ort Greely 
Wrangell 
Petersburg 
Barrow 
Adak 
13ethel 
Eagle River 
Nome 
Sitka 
College 
Kenai 
Kodiak 
Ketchikan 
Juneau 
Fairbanks 
Anchorage 

Population* 

163 
190 
214 
300 
362 
363 
675 
703 
914 

1,005 
1,050 
1,083 
1,140 
1,164 
1,202 
1,351 
1,587 
1,696 
1,820 
2,029 
2,042 
2,104 
2,249 
2,416 
2,437 (incl.Anch.Borough) 
2,488 
3,370 
3,434 (incl.Fairbanks Bo~ 
3,533 
J,789 
6,994 

13,556 
45,864 

126,333 

Source: Rei earch and Analysis Section, Employment Security Division, 
Sta~e of Alaska, Department of Labor, June, 1971. 

*1970 census 
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EXHIBIT E' 

ALASKA FINANCIAL INSTITUTIONS 

BANKS 

Corrunercial Banks 

National Bank of Alaska 

First National Bank 
of Anchorage 

Alaska Statebank 

Alaska National Bank 
of the North 

Main 
Office 

Location 

Anchorage 

Anchorage 

Anchorage 

Fairbanks 

Main 
Off ice 

City 

4th and E 
Dimond 
Fifth Avenue 
Spenard 
Ft. Rich. 
Gov' t Hill 
Airport 
Mall 
Russian Jack 
Sand Lake 

646 w. 4th 
5th Avenue 
Eagle River 
Eastchester 
Elmendorf 
Northern Lgts. 
Parkway 
S. Center 

442 w. 5th 
Drive-in Br . 
Mt. View 
Northern Lgts . 
Tudor 

Head Off ice 
Airport Rd . 
Eielson 
Int'l Arpt. 
University 

Other 
Offices No. 

Adak 33 
Cordova 
Dillingham 
Fairbanks (2) 
Glennallen 
Homer 
Juneau (2) 
Kenai 
Ketchikan (2) 
Kodiak (2) 
Metlakatla 
Petersburg 
Sitka (2) 
Skagway 
Soldotna 
Valdez 
Wasilla 
Wrangell 

Bethel 19 
Cordova 
Fairbanks 
Haines 
Juneau (2) 
Kodiak 
Palmer 
Seward 
Sitka 
Valdez 

Fairbanks (2) 8 
Kenai 

Anchorage (3) 16 
Barrow 
Dead horse 
Delta Junction 
Kotzebue 
Nenana 
Nome 
Tok 
Valdez 



Alaska Bank of Commerce 

First National Bank 
of Fairbanks 

First National Bank 
of Ketchikan 

Peoples Bank & Trus t 

B. M. Behrends 

Security National Bank 

United Bank Alaska 

Alaska Pacific Bank 

TOTAL NATIONAL BANKS 

TOTAL STATE BANKS 

TOTAL COMMERCIAL BANKS 

Savings Banks 

Alaska Mutual 
Savings Bank 

Mt . McKinley Mutual 
Sav i ngs Bank 

TOTAL SAVINGS BANKS 

TOTAL BANKS 

Main 
Off i ce 

Location 

Anchorage 

Fairbanks 

Ketchikan 

Anchorage 

Juneau 

Anchorage 

Anchorage 

Anchorage 

Anchorage 

Fairbanks 

-2-

Main 
Off ice 

City 

712 W. 4th 
Airport 
C Street 
Drive-in 
Eagle River 
Tudor 
Bon if ace 
O'Malley 

Cushman 
College 
Cushman & 
Gaffney 
Ft . Wainwright 
Gavora Mall 

Head Offi ­
Totem 

644 w. 8th 

Other 
Off ices 

Palmer 
Wasilla 

Clear 
Eagle River 
Ft. Greely 
North Pole 

Anchorage 
Craig 
Petersburg 

Sand Lake 
University Center 

Head Off ice 
Mendenhall 

Head Office 

Head Off ice 

Head Off ice 

5th & F 
Airport Heights 
Eagle River 

Third Avenue 

Hodnah 
Yukutat 

No. 

10 

9 

5 

3 

4 

1 

1 

1 

83 

27 

110 

3 

l 

4 

114 



EXHIBIT E 

Main 
Off ice 

Location 

Savings & Loan Association 

First Federal Savings 
and Loan 

Alaska Federal Savings 
and Loan 

Arctic First Federal 
Savigs and Loan 

Home Federal Savings 
and Loan 

Anchorage 

Juneau 

Fairbanks 

Anchorage 

T07AL SAVINGS & LOAN ASSOCIATIONS 

Main 
Off ice 
City 

Other 
Off ices 

305 W. 5th Kenai 
Dimond Kodiak 
Muldoon 
Spenard 

301 N. Franklin Ketchikan 
Sitka 
Palmer 
Valdez 

Head Off ice 
Downtown 
Steese 

535 D Street 

Anchorage 
Craig* 
Petersburg* 
Wrangell* 

TOTAL BANKS & SAVINGS & LOAN ASSOCIATIONS 

)\'Agency only 

-3 -

No . 

6 

5 

4 

1 

130 



EXHIBIT F 

PARTIAL LIST OF FINANCIAL INSTITUTIONS DOING BUSINESS IN ALASKA 

Commercial Banks 

National Bank of Alaska 
First National Bank of Anchorage 
Alaska Statebank 
Alaska National Bank 
Alaska Bank of Conunerce 
First National Bank of Fairbanks 
First National Bank of Ketchikan 
B. M. Behrends Bank 
Peoples Bank and Trust Company 
Security National Bank 
United Bank Alaska 
Alaska Pacific Bank 

Savings Banks 

Alaska Mutual Savings Bank 
Mt. McKinley Mutual Savings Bank 

Savings and Loan Associations 

First Federal Sav ings and Loan 
Alaska Pederal Savings and Loan 
Arctic First Federal Savings and Loan 
llome Federal Savings and Loan Association 

Credit Unions 

AF & S Federal Credit Union 
Alask" Command Federal Credit Union 
Alas ka Teamsters Federal Credit Union 
Anchorage City Employees Federal Credit Union 
Anchorage Teachers Federal Credit Union 
CAA8 Federal Credit Union F301 
Starliner Federal Credit Union 

Leasing Companies 

NBA Leasing Corporation 
UCO Leasing Corporation 
Dank of California Leasing Corporation 
Crocker-McAll ister Leasing Corporation 
First Bank Leasing Corporation 
Chandler Leasing Corporation 
TDS Leasing Corporation 
Liberty Leasing Company, Inc . 
Professional Leasing Company 
nooth Computer Corporation 
Hockwood Computer Corporation 
.J:BM Corporation 



Mortgage Companies 

Ballard and Associates 
Coast Mortgage Company 
Commonwealth 
Cronin Mortgage Company 

EXHIBIT F Cont'd. 

First Chicago Realty Services Company 
Kassler and Company 
Lomas and Nettleton 
Metropolitan Mortgage and Security of Alaska, Inc. 
Spokane Mortgage 
T-K Mortgage-Investment 
Firs t Bank Mortgage 

Finance Companies 

llousehold Finance Corporation 
Lectro Alaska Finance, Inc. 
Beneficia l Finance Company 
Pacific Finance 
AGC of Al aska Sales and Service 
GMAC 
Chrys ler Cr ed i t Corporation 
Ford Motor Credi t Corporation 
Friendly Ford 
CIT Corporat i on 
Northwest Acceptance Corporation 
Westinghouse Credit Corporation 
Genera l Electric Credi t Corporation 
Safeco Finance Company 
Deere Cr edi t Corporation 
Credit Alliance Corporation 

Inves tment Danks, Advisors, and Money Managers 

Drown Drothers Harriman and Company 
Schroeder Capital Corporation 
Scudde r, Stevens, and Clark 
Loomis a nd Kennedy 
Lehman Brothers 
Well s Fargo Ounk Trust Department 
Union D&nk Trust Department 
Da nk o f America Trust Depar t men t 
Seattl e-First Na tional Rank Trust Department 
Trust Company of the West 



EXHIBIT G 

PARTIAL LIST OF U.S. FINANCIAL INSTITUTIONS WHICH BUY OR 
PARTICIPATE IN ALASKA LOANS 

Commercial Be.mks 

and Trust Company 

Bank of America 

Ba nk' of California 

Ba nk o f Hawaii 

Hank of the Southwest, Hous ton 

Brown Brothers Harriman & Company 

Chase Manha ttan Dank 

Chemical Bank New York 

Citibank (First Nat'l City Bank, N.Y.) 

Continental Illinois National Dank 

Crocker-Cjtizens National Dank 

Firs t Na tional Bank of Chicago 

First National Bank of Dallas 

First Natio11al Bank of Oregon 

Firat City National Bank of Houston 

First Western Bank and Trust 

Mellon National Bank 

Morgan Guaranty Trust Company 

National Bank of Tulsa 

Pacific National Bank of Seattle 

Peoples National Bank of Washington 

Rainier National Bank 

Republic National Bank of Dallas 

Seattle-First National Bank 

Security Pacific National Bank 

Texas Commerce Bank 

United California Bank 

U.S . National Bank of Oregon 

Wells Fargo Bank 

~-~w ings a nd Loa n Assoc iations and Mutual Savings Banks 

~ibra lter s. and L., L.A. 

Old Stone Bank , Prov. , R.I. 

lnourance Companies 

l.h.mcCicial Standard Life 

Equitable Ltf c I nsurance Company 

New York Life Insurance compa ny 

Prudential Mutual Savings Bank, Seattle 

Washington Mutual Savings Bank, Seattle 

Prudential Life Inauranc ~ Company 

Standard Insurance Compnn} 
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THE STRUCTURE OF ALASKA'S ECONomv_ 

Large public sector. Federal, state, and local government 
are the major employers in Alaska, providing 39% of the 
jobs. Prior to the upsurge In construction employment on 
the trans-Alaska oil pipeline, government accounted for 
nearly half the jobs in Alaska. As indicated in the charts 
below, government is nearly twice as dominant in Alaska 
as in the nation as a whole. 

UNITED ST ATES 

EMPLOYMENT MIX 

39.0% 
Government 

39.3% 
Distributive 
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33.1% 
Basic 

21 .3% 
Government 

45.6% 
Distributive 



Labor Intensive. As revealed in the accompanying charts, 
three-fourths of the jobs in Alaska are provided by the gov­
ernment and distributive sectors. Except for the communi ­
cation and transportat ion industries, these sectors are high­
ly labor intensive. Further, most of Alaska's basic Industries 
are primarily labor intensive, except for construction which 
is moderately labor intensive and petroleum which is highly 
capital intensive. 

Seasonal. The chart below is an index of monthly employ­
ment levels in Alaska, stating the average level of employ­
ment during the year as 100%. The chart Is based on 1972 
and 1973 data to avoid distortions created by the seasonal 
employment pattern of the trans-Alaska oil pipeline project. 
Clearly, Alaska's economy is highly seasonal, with employ­
ment peaking In August and reaching a trough in January. 
The chart Implies that May and November tend to bl3 months 
of average employment levels. 

ALASKA EMPLOYMENT SEASONALITY 
120%r--------------------

70% 

al_, ______ __ 
J F M A M J J A s 0 N 0 
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Regional Disparity. Nearly half the state's population lives 
In Anchorage, the state's commercial center. Comparing the 
two charts below reveals that the Southcentral and South­
eastern regions have the higher gross product per capita and 
the Interior, Arctic and Western regions have the lower 
gross product per capita. 

GROSS STAlE PRODUCT BY REGION 

63.2% 
Southceritral 

POPULATION BY REGION 

SU% 
.Southcentral 

Cyclicallty. Certain regions in Alaska, part icularly Western 
and Southeastern, which are dependent upon the fishing, 
forest products, and tourism industries, are somewhat sub­
ject to cycllcal fluctuations. Contrary to a popular myth , 
however, Alasl;a's economy has not been subject to a series 
of booms and busts. The chart below, which traces empioy­
ment since 1950, while reflecting some cyc llcallty, certainty 
reveals an absence of any downturn that could be labeled 
a "bust. " 

ALASKA EMPLOYMENT 
(Mil itary Excluded) 

M • •t ~ •• M • .. • I .. tf It 'I It If f't 
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summARY ______ _ 
As forecasted, Alaska's rate of economic growth deceler­
ated dramatically in 1976, with employment expanding at 
half the pace of the previous year. In 1977 employment is 
expected to drop by about 5%. 

Alaska's economy is moving Into a stage which might be 
termed the ''post pipeline plateau." This period will be char­
acterized by a modest downturn, not In any way resembling 
a 11bust." In fact the forecasted employment decline is some­
what of an aberration resulting solely from the reduction of 
approximately 16,000 pipeline workers. With an absence of 
any decrease in pipeline construction jobs, the 1977 fore­
cast would have called for over a 5% increase In employment. 

Three factors will serve to bolster economic activity in 
Alaska in 1977. The major element is the huge underpinning 
to Alaska's economy: the public sector. Federal , state, and 
local government, which provide 39% of the jobs in Alaska, 
are expected to continue their traditional healthy expansion. 
Secondly, although t~~ construction Industry will exper­
ience somewhat or a setback In 1977, Alaska's other basic 
industries, petn:>leum, forest products, fishing, and tourism 
will register rather strong gains in 1977. Thirdly, most Alaska 
businessmen am looklng beyond the valley to the next strong 
upswing anticipated for the early 1980's. There should con­
tinue to be rather healthy expansion by Alaska's distributive 
industries. A brief synopsis of the outlook for each of Alaska's 
major Industries follows. 

On the North Slope production of Prudhoe Bay oil will 
commence by midyear, and substantial exploration will con­
tinue i11 Petroleum Reserve Number 4. In the north1)rn Gulf 
of Alaska at leas t four rigs wlll be drllllng by spring. The 
Federal Power Commission will recommend a gas pipellne 
routo by May, and by next fall the President will submit his 
declslon lo Congress. Also next fall a now petroleum refinery 
near Fairbanks wlll begin production . 

Alaska's construction industry wlll experience a moderate 
year In 1977. Trans-Alaska oil plpellne construction, which 
was virtually completed by the end of 1976, wlll winu down 
during 1977. Commercial construction wlll center around 
Iorgo carry.over activities with the usual addition of govern­
ment highway ond public works projects. Resldentlal con­
struction in Anchorage and Fairbanks wlll llkely decline fur­
ther refloctlng weakening housing markets. 
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Alaska's f ishlng Industry is expected to experience another 
good year. Shellfish catch volumes and prices wlll rise mod­
erately; however, the salmon harvest Is expected to decline 
with prices easing somewhat. 

In Alaska's forest products Industry both lumber and pulp 
production will rise strongly in 1977 reflecting continuing 
economic recovery In Japan which purchases 90% of Alaska's 
f crest products output. Ciearcutting will resume on Prince 
of Wales Island as a result of new federal legls la' :on. 

Alaska's visitor industry should see some Increases during 
1977 aided by the one-year-old Anchorage Convention/Visitors 
Bureau which has attracted almost 5,000 conventloneers for 
1977. Total visitors traveling to Alaska are expected to exceed 
300,000, slightly above the 1976 level. 

In retall and wholesale trade, sales will level off In Anchor­
age, will drop significantly in Fairbanks, and should rise 
somewhat In Southeastern Alasl<a and on the Kenai Penin­
sula. In Anchorage inflation will continue to decelerate, with 
the Consumer Price Index rising In the neighborhood of 5% . 

Expenditures by the State of Alaska will continue to in­
crease substantially, rising 20% during calendar year 1977. 
Expendit ures by the Municipal ity of Anchorage will rise an 
estimated 6% . As a result, state and local government ex­
penditures will surpass $1 billion bringing their combined 
level close to that of federal expenditures in Alaska. 

While the state's economy In general will decelerate In 1977, 
Southeastern Alaska and the Kenai Peninsula will offer a 
dramatic exception . The Kenai reg ion will grow as a petro­
leum service and supply base for both Cook Inlet production 
and Gulf of Alaska exploration. The FPC Is expected to rule 
In 1977 on Pacific Alaska's application to build an LNG plant 
In North Kenai. The Southeastern economy will be bouyeu 
by healthy performance of the fishing, forest products , and 
tourism Industries. 

In summary, although the pi pell no project Is winding down 
and the construction industry In general will experle1ce a 
rather IRckluster year In 1977, the other sectorn of Alaska's 
economy should exhibit strength. The net result will be a 
level ing of tli e economy during 1977 or at worst a modest 
dip. 
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PETROLEUffi _ _ 
Production of Prudhoe Bay oil will commence in 1977, nine 
years after the discovery well was drilled. Alaska will assume a 
dominant role as an energy supplier to the United States In 

· 1977 with shipment of oil to U.S. markets, substantially 
increased exploration activity on the North Slope and In the 
Gulf of Alaska, and a gas pipeline route approved by the 
Federal Power Commission. 

NORTH SLOPE OIL 

The nearly $10-mllllon-per-mile trans-Alaska oil pipeline will 
be ready to transport oil by mid-1977. Production will build 
up to 1.2 million barrels per day during the first year opera­
tion in the estimated 20- to 30-year life of the field. 

Under the unltizatlon agreement for the Prudhoe Bay geo­
logic area, about 135 wells will be producing by the third 
quarter of 1977 for the Initial 600,000 barrel per day capacity 
on each side of the field , expanding to more producing wells 
as the field matures. In preparation for this Prudhoe produc­
tion, nearly fifty per cent more developmental drilling per­
mits were Issued for the North Slope during 1976 as in 1975. 
Drilling act ivity Is expected to be equally heavy In 1977. 

OUTER CONTINENTAL SHELF 

As Prudhoe Bay phases Into production, offshore explora­
tion In the northern Gulf of Alaska will gain the spotllght for 
the petroleum Industry during 1977. The Gulf, which Is 
regarded by the Industry as having the best potential for 
large reserves among U.S. offshore areas but some of the 
most severe operating conditions as well, Is expected to 
have at least four rigs drilling by the spring of 1977. During 
1976 seven OCS well locations wore Identified lncludlng two 
wells which were spudded near Cape Yakataga. No produc­
tion Is expected from the area until the 1980's. 

The federal OCS lease schedule now calls for an early 1977 
sale In lower Cook Inlet and a late 1977 sale In the Gulf of 
Alaska-Kodiak . Six OCS lease sales are planned for the 
three-year period 1978-80. A joint federal-state sale Is to be 
held in the Beaufort Sea In late 1977 or early 1978. 
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PETROLEUM RESERVE NUMBER 4 

The work schedule for the winter of 1976-1977 calls for five 
medium depth exploratory wells, two shallow gas wells , and 
2,830 miles of geophysical survey in Petroleum Reserve 
No. 4 on Alaska's North Slope. At the peak of operation 
there wlll be about 525 employees, winding down to 40 
workers at the end of May. During Fiscal Year 1978, a total 
of nine wells are planned, four medium depth, three deep, 
and two gas. 

On June 1, 1977, the Department of the Interior will assume 
jurisdiction over Pet 4 with the charge to recommEtnd a 
development plan to Congress by 1980. 

NATURAL GAS PIPELINE 

Late in 1976 the President signed a gas pipeline procedural 
bill which require:; the Federal Power Commission to announce 
Its choice of a route for Prudhoe Bay gas by May, 1977. This 
procedure, outlined In the table below, could lead to con­
struction by the spring of 1978. 

GAS PIPELINE TIMETABLE 

May 1, 1977: FPC Issues recommendation to the President . 

July 1, 1977: Other federal and state agencies Issue rec­
ommendations to the President. 

Sept. 1, 1977: The President sends route decision to Con­
gress unless he determines the decision 
should be delayed. 

Dec. 1, 1977: Final deadline for the President to send route 
decision to Congress. 

Feb. 1, 1978: Congress enacts a Joint resolution of ap­
proval. (Disapproval remands the matter to 
the President for reconsideration .) 

Apri l 1, 1978: Judlclal review completed . 
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Three companies, El Paso Alaska, Arctic Gas Ltd., and 
Northwest Pipeline Corporation, have presented three dif­
ferent routes for approval by the FPC. Late in 1976 the State 
of Alaska committed its one-eighth share of royalty gas to 
three firms supporting the El Paso, "all Alaska," route: Ten­
neco, Southern Natural Gas, and El Paso Natural Gas. 
Eventually there will be a deadline for delivery of Prudhoe 
Bay gas in terms of maintaining the technical integrity of 
the oil field , and construction of any delivery system must 
begin years in advance. These facts, coupled with the high 
cost of gas reinjection and the nation's supply shortage, all 
indicate the necessity of an expeditious decision on the 
Alaska gas pipeline. 

REFINERIES 

One new petroleum refinery will be on stream in the fall of 
1977 to take advantage of Prudhoe Bay oil production. At 
North Pole near Fairbanks the first phase of a 25,000 barrel 
per day refinery is under construction, the production from 
which will go mostly to interior Alaska. 

A NOTE ON OTHER MINERALS 

The major hardrock mining activity of 1977 will be U.S. 
Borax's development of a huge molybdenum deposit near 
Ketchikan. The company is spending approximately $2 mil­
lion per year In exploration and development. 

Alaska has almost two-thirds of the nation's estimated coal 
reserves, the largest nickel-copper ore body In the United 
States, and significant other mineral deposits Including 
gold, molybdenum, uranium, thorium, fluorite, barite, lead, 
flr.rl zinc. While clalrn filing activities picked up considerably 
during 1976, the threat of a State Imposed mineral extrac­
tion tax, lack of adequate transportation system~ .• high 
operating costs, and uncertain land use status, all com­
bined to discourage new mineral production. 
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CONSTRUCTION _____ _ 
The construction industry In Alaska will experience a rather 
lackluster year in 1977. Trans-Alaska oil pipeline construc­
tion, which was virtually completed by the end of 1976, will 
wind down during 1977. Commercial construction will cen­
ter around large carry-over activities with the usual addition 
of government highway and public works projects. Resi­
dential construction will likely decline further in 1977. 

TRANS-ALASKA OIL PIPELINE 

By the end of 1976, the trans-Alaska pipeline work force 
numbered 5,000, greatly reduced from the 21,000 peak level 
The pipe laying portion of the project Is finished. Activity 
will continue through the winter in connection with a small 
natural gas fuel line, hydrostatic testing, and construction 
of the pump stations and marine terminal. 

HEAVY CONSTRUCTION 

The dollar volume of new construction contract awards de­
creased during 1976, registering around $400 million. About 
two-thirds of the total were State of Alaska highway and air­
port projects. With the approval of nearly $200 million In 
bond Issues by Alaska voters In November, 1976, an active 
construction season for State projects is anticipated. 

In Anchorage substantial additions to office space are occurr­
ing, and 1977 will likely see the beginning of an oversupply 
of office space in both Fairbanks and Anchorage. This will 
be aggravated by the reduction In certain staffs related to 
the trans-Alaska oil pipeline and the massive addition of 
facilities for federal agencies over the next few years. 

Native regional corporations are entering the commercial 
building arena highlighted by Calista Corporation 's $25 mil­
lion convention hotel In downtown Anchorage, Cook Inlet's 
new 90,000 square foot office building , the Anchorage Air 
Traffic Control Tower constructed by a joint venture of 
NANA and NANA Development Corporation, and Sealaska's 
headquarters building In Juneau. 
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RESIDENTIAL CONSTRUCTION 

Anchorage residential building permits were down by about 
one-fifth In 1976, reflect Ing a weakening housing market. 
The residential housing market will be even softer In 1977. 

The Anchorage Multiple Listing Service ratio of sales to new 
listings indicated twice as many homes were being listed as 
sold in the summer of 1976. The Inventory accumulation is 
occurlng in all price ranges, but is considerably more severe 
among the higher priced homes. Another sign of the weak 
housing market Is the considerably longer length of time It 
took to sell a home In Anchorage in 1976 than in 1975. This 
trend Is expected to continue into 1977 unless a strong up­
grading demand materializes. 

It Is impossible to predict to what extent the rather large, 
but so far latent, demand for upgrading by existing resi­
dents will materialize. However, it Is reasonable to expect 
that as we get closer to the anticipated economic upswing 
beginning in 1978 or 1979, Anchorage families who have 
accumulated rather sizeable savings and home equities dur­
ing the present boom will start to get themselves situated 
in their "permanent" home. A real "buying psychology" 
could occur. Nevertheless, It does not appear that it would 
be of sufficient strength this year to completely off set the 
slowdown foreseen in the number of new households mov­
ing into Anchorage. 

The conclusion, then, is that the Anchorage housing market 
probably will weaken further in 1977. However, sufficient 
demand strength exists to prevent any severe decline. 

FlSI lNG_···--------
Alaska's fishing industry weathered another hectic year in 
1976 dotted with closures and labor disputes. However, 
generally both catch volumes and prices were up. This trend 
is expected to continue Into 1977 for shellfish, though at a 
considerably more mod&rate pace, and to reverse for salmon 
which should see lower prices and harvest volumes. 
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SHELLFISH 

Shrimp landings are estimated to reach about 100 million 
pounds In 1976, about the same as the season before. The 
outlook for the 1977 season calls for about a 10% increase 
In Alaska shrimp landings. Members of the shellfish fleet 
again boycotted canneries to negotiate for higher prices. 
During 1976 both exvessel and wholesale shrimp prices 
soared partly because Initial supplies were low and demand 
grew. The outlook is for shrimp consumption to continue 
strong during 1977 and for Inventories to start the year low, 
both circumstances which should stimulate prices further. 

Alaska fisheries supply more than 80% of the U.S. tanner 
crab catch. Tanner landings broke records during 1976 
reaching about 70 million pounds. Prices have declined, but 
should stabilize In 1977. King crab landings were up also, 
despite the delayed season opening. Exvessel prices rose, 
and, as 1976 inventories are used up, 1977 wholesale prices 
should also rise. 

SALMON 

In 1976 the salmon harvest registered the highest level in 
five years. The total catch was an estimated 42 mill Ion f lsh, 
of which over half were pinks and one-quarter reds. The 
Kodiak fishery contributed over one-quarter of the catch and 
Bristol Bay, Southeast and the Alaska Peninsula each 
accounted for 15% - 20%. Higher prices combined with the 
increased catch caused 1976 to be a good year for Alaska's 
salmon fishermen. 

However, high prices are reducing salmon's ability to com­
pete with red meat and poultry. Therefore, Inventories are 
building up, and prices are expected to decline somewhat In 
1977. Further, the outlook for the next two years calls for 
harvest declines from the 1976 level. Although the potential 
exists for an annual Alaska harvest of 75 mil lion salmon, It 
Is expected to be at least the 1980's before the runs reach 
that level . 
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HALIBUT 

The International Pacific Halibut Commission recommended 
placing the 1976 quota at the same level of last year's 25 
million pounds for the area including Alaska. The increased 
landings in 1975 appeared to suggest that healthy recovery 
of this resource is beginning, although landings are still 
down from the highs of the 1960's. 

Identical to the situation facing salmon and shrimp, rela­
tively short supplies of halibut accompanied by strong 
demand resulted in price increases in 1976. In July exvessel 
prices were 49% higher than a year earl ier. 

LIMITED ENTRY 

The constitut ional amendment to repeal Alaska's limited 
entry law fai led to pass on the November ballot, paving the 
way for stabilization of the permit system. About three­
quarters of the permits issued have been to Alaska resi ­
dents . The State's Fiscal Year 1977 budget increased 150% 
for limited entry management. 

FISHERIES MANAGEMENT 

In a remedia l effort to supplement natural salmon produc­
tion , the State and several local groups have begun fish en­
hancement, farm, and garden programs. The State budget 
increased by one-third in this area. Also , with the U.S. 200-
mile conservation zone law becoming effective in 1977, the 
State Is gearing up for new groundflsh processing plants. 

As of th is writing Japan was the only major maritime nation 
without an accord with the United States on the new U.S. 
200-mlle fisheries zone. In mid-December the U.S. renewed 
negotiat ions with Japan, which harvests an estimated 15% 
of Its catch within 200 mi les of U.S . shores. 

FOREST PRODUCTS _ ___ _ 
After two years of poor markets and an unfavorable regulatory 
climate, Alaska's forest products industry appeared to reverse 
itsetr in 1976. Both lumber and pulp production exceeded 

16 



their 1975 levels, and the cut on federal forests was up 
slightly although still well below the previous five-year aver­
age. This ris ing trend is expected to continue into 1977. 

EXPORT MARKET 

Japan , which purchases 90% of the output from Alaska's 
forest oroducts industry, is experiencing extremely sluggish 
economic recovery. Although the Japanese economy has 
not yet attained a strong upward momentum, the demand 
for Alaska's forest products is rising and will continue to 
rise at an accelerated pace in 1977. Accordingly, 1977 
should be a year of expanded production and employment 
in Alaska's forest products industry. 

KETCHIKAN PULP COMPANY 

Louisiana-Pacific is now the sole owner of Ketchikan Pulp 
Company, having purchased FMC Corporation's share. The 
change in ownership will bring about an additional type of 
pulp produced as a portion of KPC's Ward Cove mill capac­
ity is switched from dissolving grade to paper grade. Paper 
pulp production Is a cleaner process which will require less 
stringent pollution control measures. KPC and the U.S. 
Environmental Protection Agency have agreed to a pollu­
tion control plan which granted KPC until December 31, 
1980 to install secondary treatment equipment for mill wastes. 

JUNEAU SAWMILLS 

In 1977 construction will start on two sawmills in Juneau. The 
mills, which will have a combined capacity of 75 million board 
feet, will cut rough lumber for export to Japan and dimension 
lumber for domestic use. The hemlock mill Is scheduled for 
completion in the fall, and the spruce mill Is expected to be 
completed In 1978. 

LEGISLATION 

The Timber Management Act passed by Congress In the fall of 
1976 repealed certain parts of the Organic Act of 1897 to permit 
clearcuttlng on national forests. This removes a major threat to 
the very existence of Alaska's forest products Industry and will 
permit resumption of logging on Northern Prince of Wales 
Island . 
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The U.S. Forest Service has imposed a moratorium on 
timber sales in Alaska for at least two years pending com­
pletion of a land use plan for the Tongass National Forest. 
Further, the U.S. Forest Service recently announced that 
future timber contracts will be limited to a maximum of ten 
years rather than 55 years. This means that firms interested 
in a major wood processing complex will be unable to obtain 
an ass' !red supply of logs suff lclent to justify a large opera­
tion. 1 .ccordingly , future expansion of Alaska's forest prod­
ucts i ·1dustry will likely be limited to relatively small mills. 

VISITOR INDUSTRY _ _ _ _ _ 
Alaska's visitor industry should see more Increases during 
1977 aided by the one-year-old Anchorage Convention/ 
Visitors Bureau which has attracted almost 5,000 conven­
tloneers for 1977. Visitors to Alaska are expected to exceed 
300,000, slightly above the 1976 level. Convention business, 
attracting visitors during the non-summer months, is a rel­
atively new market for Alaska, one which promises to be of 
even more sign if lcance In the future. 

AIR TRAFFIC 

Total air passenger traffic should continue strong as bus­
iness travel maintains a steady pace and tourist travel ex­
pands. This growth wlll be offset somewhat by the sub­
sidance of travel by plpeline workers. The net result should 
resemble more of a leveling than a slump. Passenger traffic 
at the Anchorage and Fairbanks International Airports was 
about 3.5 million during 1976, but will stop short of tour mil­
lion during 1977. This Increase will result In part from grow­
ing oll and gas exploration and development and could be 
substantlally Increased If an early decision on the gas pipe­
line Is approved during 1977. Further, Increased State 
spending and Native corporation activity wlil boost air travel 
next year. 

DEVELOPMENTS 

A significant new development In the visitor Industry Is the 
launching of a major mult i-media mllllon dollar tourism 
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marketing campaign produced by bott1 Industry and State 
funding. It is expected that this campaign will reach over 13 
million people, the largest in Alaska's history. 

Also ready for release early next year will be a 35mm cine­
mascope motion picture on Alaska being produced and 
distributed to motion picture theaters and television sta­
tions throughout the country. 

Other recent developments in tourism include the funding of 
the new Juneau Convention and Visitors Bureau, plans for 
new hotels In Sitka and Homer, and construct ion of a major 
convention hotel In downtown Anchorage. Tv10 long-range 
prospects for the state visitor industry concern disposition 
of section 0 -2 of the 1971 Alaska Native Claims Settlement' 
Act , which could create and expand national parks, and a 
$60 million federal appropriation for repaving portions of the 
Alaska Highway and Haines Road. 

Further, strong economic recovery In the United States, 
accompanied by slowing inflation, is resulting In noticeable 
increases in real incomes. This means greater portions of 
family incomes going to discretionary expenditures such as 
travel. Alaska can expect to get Its share of this expanded 
visitors market. 

DISTRIBUTIVE INDUSTRiES __ _ 
The distributive Industries In Alaska are slowing to a modest 
rate of increase reflecting the general deceleration In the 
basic Industry and government sectors. The pace for 1977 
should accommodate Itself to the plateau in the overall 
Alaska economy . 

In 1976 retail sales appear to have held about oven in 
Anchorage and to have dipped somewhat In Fairbanks. Dur­
ing the year from October, 1975, to October, 1976, the 
Anchorage Consumer Price Index rose 6 .5%, indicating a 
continuous abatemont in the rate of Inflation which peaked 
In April, 1975. This moderating trend will continue, reflect­
Ing the natlonal situation, with Anchorage prices probably 
ris ing In the neighborhood of 5% In 1977. 
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The rate of growth of AlasKa's banking community slowed 
during 1976, slowing from the increased rates experienced 
in 1974 and 1975. Bank deposits, excluding government 
funds , rose approximately 24%, and loans it 1creased an 
estimated 15%. Banking act ivity should continue on Its 
steady course during 1977, although the rates of expansion 
in loans and deposits should subside to the more normal 
pace of pre-1975. Deposits likely wil l expand by about 15%. 

The transportation industry, which registered some of the 
largest gains during trans-Alaska pipel ine construction 
years, showed some of the most abrupt slowing· dur­
ing 1976. 

Combined air freight at the Anchorage and Fairbanks Inter­
national Airports dropped about one-third during 1976 to 
under one-half billion pounds. Rail freight tonnage hauled 
by the Alaska Railroad grew at a considerably slower rate 
than in 1975, and waterborne freight tonnage through ths 
Port of Anchorage grew by a modest 5% compared with the 
over 25% rate of Increase in 1975. The outlook for 1977 calls 
for further decreases in northbound freight volumes. 

According to RCA Alaska Communications, Inc. , the demand 
for long distance services has Increased at a phenomenal 
rate . Message telephone traffic increased by 29% In 1976. 
The growth forecast for 1977 is 20% with the total number of 
messages estimated at 29.3 million . 

A major change in 1976 was the advent of satellite commun­
icat ions lo rural Alaska. RCA Alascom and the State have 
undertaken a Joint project to const ruct small earth stations 
in at least 100 villages. 

In 1977 a television demonstration project Is scheduled to 
go Into operation and will bring television to 23 rural vlllages 
for the first time. The project will also increase the amount 
of live televislon to f Ive urban areas of the state. In addition 
to bush programming, commercial broadcasters have asked 
for 500 hours of TV transmission. an Increase of 33% 
frC' :n 1976. 
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GOVERNffiENT _____ _ 
Government , Alaska's largest employer, maintained its sub­
stantial position in the Alaska economy during 1976. While 
government employment experienced only negligible gains, 
the level remained around 50,000, more than double the 
peak trans-Alaska pipeline work force . In 1977 total state 
and local government expenditures wil l surpass $1 billion, 
bringing their combined level close to that of federal ex­
penditures in Alaska. 

In November the Alaska electorate approved almost $200 
million in general obligation bonde, selected Willow for the 
new capital location , and authorized a permanent fund to 
make income-producing Investments. 

PERMANENT FUND 

Alaska's newely created Permanent Fund into which 25% of 
all mineral revenues will be deposited is forecasted to reach 
almost $2 billion by 1985. The principal from the fund must 
be used for income-producing investments, Income from 
which will go Into the General Fund. Fiscal Year 1978 could 
see more than $90 million deposited In the Permanent Fund. 
By fiscal 1985, petroleum revenues alone could contribute 
nearly $400 million. 

STATE BUDGET 

Since 1970 State General Fund appropriations have grown at 
an average annual rate of 24 % . If they were to continue at 
that same rate, General Fund appropriations would reach 
$2 billion In five years. 

The 1977 Legislature Is expected to exercise greater fiscal 
restraint than previous sessions. Nevertheless, the Gov­
ernor recently announced that he foresees the Fiscal Year 
1978 budget reaching $900 million, up 22% from Fiscal Year 
1977's estimated $740 million. This Implies that State 
expenditures for calendar year 1977 will exceed those of 
1976 by about 20%. Between $40-60 million of the Fiscal 
Year 1978 budget represents payments Into the Native Fund 
from a share of the State's mineral royalties. Absent this 
payment, the Fiscal Year 1978 budget would rise about 15%. 
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LOCAL GOVERNMENT 

In Anchorage the Assembly passed a budget totalling $233 
million, holdlng 1977 expenditures to a modest 6% rise over 
those of 1976. However, this total Is comprised of a 12% 
Increase In the operating budget and a 6% decrease in the 
capital budget. Finally, the Municipality of Anchorage 
Intends to hire about 3% more people In 1977. 

5th and F Street · In TI1e Financial Plaza 
P.O . Box 420 
Anchorage, Alaska 99510 
Telephone (907) 276-31 .10 
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A LOOK BEYOND 1q77 



The future looks promising for Alaska's economy. Oii and 
gas development and government spending-the factors 
underlying Alaska's prosperity In the seventies- will con­
tinue to promote a great leap forward. 

For at least the decade of the elghtles--and llkely far 
beyond-the petroleum Industry will serve as the vanguard 
of Alaska's economic growth. 

Petroleum Industry 

The second major oil and gas project In Alaska followlng 
construction of the trans-Alaska oll pipeline will be con­
struction of a pipeline to transport Prudhoe Bay gas to U.S. 
markets. Construction could start as early as mld-1978. 

When looking to the future of the petroleum Industry In 
Alaska, It should be kept in mind that the Prudhoe Bay field 
on the North Slope, which holds one-fourth of our nation's 
proved crude oll reserves and nearly 10% of our nation 's 
proved natural gas reserves , Is simply one reservoir In one of 
Alaska's fifteen sedimentary basins. That Is, development 
on the North Slope represents only the beginning of major 
oil development In Alaska. The industry speculates that 
there Is In the neighborhood of 100 billion barrels of oil 
underneath and offshore Alaska. 

Our nation 's official commitment to pursuing greater energy 
self-sufficiency has placed a high priority on lease sales on 
the U.S. Outer Continental Shelf, over half of which lies off 
Alaska. The first offshore oil lease sale in th A Gulf of Alaska 
was held in April, 1976. The latest "draft " schedule of the 
Department of the Interior calls for nine more sales over the 
next four years as Indicated in the accompanying 
table. 

Sale Area 
Lower Cook Inlet 
Gulf of Alaska (Kodiak Shelf) 
Beaufort Sea (Joint Sale) 
Beauf art Sea (Shear Zone) 
Northern Gulf of Alaska 
Bering Sea (Norton Basin) 
Bering Sea (St. George Basin) 
Cook Inlet 
Gulf ol Alaska (Aleutlan-Kodlak) 
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Sate Date 
February, 1977 
November, ·1977 
February, 1978 
February, 1979 
May, 1979 
December, 1979 
May, 1980 
Augu· , 1980 
December, 1980 



Anot~er factor Inducing oil development Is the transfer of 
forty million acres of land from the federal government to 
Alaska's Native cor poratlons. These new private owners of 
heretofore public lands are showing a sr.rong disposition 
toward maximizing the long-run economic return from their 
land. Most of the Nat ive corporations which occupy poten­
tially rich oil and gas basins have consummated exploration 
agreements with petroleum firms. 

Further, a twenty-six-well exploratory program currently Is 
underway in Petroleum Reserve Number 4, and the Depart­
ment of the Interior is to recommend a development plan to 
Congress by 1980. 

Another possible bright star in Alaska's future Is the expan­
sion of the petrochemical Industry. Although current world 
economic conditions and Alaska construction and operating 
costs are not conducive to the construction of petro­
chemical plants in Alaska, conditions are llkely to change In 
a more favorable direction over time. Of immediate signif­
icance, however, is the fact that the State of Alaska owns 
the ol 1 and gas at Prudhoe Bay and wll 1 be receiving a 121/2 % 
royalty . The State can take its royalty In kind, negot iate a 
contract with firms that agree to process the gas In some 
way In Alaska, and thereby directly influence expansion of 
a petrochemical Industry In Alaska . 

State Government 

Another major factor ralsin9 Alaska's economy to now 
heights will be the tenfold Increase of revenue to the State 
o f Alaska by the mld-1980's lrom the 1970 level. 

When the North Slope is In full production. the royalties . 
rigllt ·Of -way leases, and production taxes will genernto sub· 
stantial new revenue to the State. The ant ic ipated lncroasod 
State expendi tures will be Importan t not only as ends in 
themselves by creatlno employment directly ond Indirectly, 
but, to tho extent that rhoy are devoted to publlc works pro­
jec ts that expand the state's Inf mstructuro, thoy will Induce 
addlllonal oconomlc dovelopmont. For examplo, expansion 
of transportation systems In Alaska's interior region might 
mnko certain proposed rnlnor<.11 ventures luasible. 

25 



Hardrock Mining 

Although Alaska's mining industry has been relatively 
dormant except for extraction of gold, sand and gravel , coal, 
and a few other minor operations, many projects are waiting 
in the wings to be developed . There is the proposed Lost 
River fluorite mine on the Seward Peninsula; Mitsubishi's 
iron ore deposit at Klukwan near Haines; Marcona's iron 
ore deposit at Snettisham near Juneau; Newmont Mining's 
nickle deposit at Glacier Bay; the U.S. Borax molybdenum 
deposit near Ketchikan; Kennecott's huge copper deposit 
near Bornlte; and many, many others. 

One of the most exciting mineral potentials Is the Beluga 
coal deposit across Cook In let from Anchorage. The Beluga 
deposit Is very low in sulphur content, and the estimated 2.4 
bllllon tons of sub-bituminous coal contains an energy equiv­
alent 25% greater than that of the crude oil at Prudhoe Bay. 

Oi l drilling activity in Alaska Is placing Increasing demand 
on southeastern Alaska's barite mud. Also, U.S. Borax Is 
pursuing development of Its rich molybdenum deposit near 
: ~e tchlkan . Further, It Is reasonable to expect that an iron 
ore reduction plant will be located In Alaska within the next 
decade. 

Despite Alaska's immense latent mineral potential, the 
present annual hardrock mineral production of Alaska is 
less than one-twen tieth as great as that of the average west­
ern state. Tho major impediments to development of a viable 
llardrock mining and processi1g Industry are (1) unde­
termined land ownership and (2) high construction and 
operating costs In Alaska. Accordingly, as the Native and 
State land selections are completed and as costs In Alaska 
become more in line with those of other states, development 
of Alaska's hardrock minerals can be expected to follow. 

Construction 

Tho primary beneficiary of tho enormous increase In State 
o><pendltures and the anticipated expansion of Alaska's 
Infrastructure wi ll be the construction Industry. 

Further, Investment by Native corporations and greatly ex­
panded oil and gas exploration and development wlll gener­
ate largo projects, all of which auger well for the construc­
tion industry. 
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Visitor Industry 

Alaska's visitor Industry Is expected to continue Its strong 
growth which In the past five years has seen the number of 
visitors to Alaska more than double. 

Alaska will continue to receive considerable national atten­
tion as a result of Its dominant position In the nation's 
search for energy. Further, Alaska Is expanding its tourist 
facilities , largely due to Ir.vestments by the Native corpora­
tions. As a result , Alaska can took forward to receiving an 
Increasing share of the burgeoning flow of travelers through­
out the country. The state Division of Tourism predicts that 
In ten years more than one million tourists will be visiting 
Alaska annually-triple the current level. 

Fina II y, an as yet underdeveloped market for Alaska's tourist 
Industry are the Japanese. At the height of Japanese visita­
tions ~o Alaska prior to the Imposition of exchange controls, 
10,000 Japanese visited Alaska annually. At the same time 
more than 200,000 Japanese were visiting Hawaii . Alaska, 
with its spaciousness and splendor-two criteria high on 
the list of Japanese tourists-has a strong competitive 
advantage In attracting this important market. 

In general the long-run outlook for Alaska's visitor Industry 
Is extremely favorable. However, the extent to which Alaska 
will share in the growing tourism market depends largely 
upon the capacity of tourist facilities and the success with 
which economical packages can be marketed . 

Forest Products 

Long-run expansion of Alaska's forest products Industry Is 
being thwarted by severe environmental regulations and a 
policy of smaller timber sales by the U.S. Forest Service. 

Champion International, after nearly ten years of apparent 
endless lltlgatlon between the Sierra Club and the U.S. 
Forest Service, f lnally abandoned Its plans for a hugh 
processing complex at Barners Bay. Further, the Forest 
Service has adopted the policy of limltlng future limber 
contracts to ten years which creates nn absence of wood 
volumes suf ficlent to support large operations. Also. 
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similarly to the hardrock mining situation, land ownership 
uncertainties and high construction and operating costs are 
deterring growth of Alaska's forest products Industry. 

Despite these adverse elements, the basic facts remain that 
strong economic advance and growing affluence In Japan, 
combined with substantial population growth In the State of 
Alaska, are going to place heavy demands on our timber 
resources. Additionally, since the Industry currently Is · 
cutting only one-third of the state's total annual allowable 
cut, there Is considerable room for expansion. 

It is also likely that the Native corporations, with their 
interest In creating jobs In their respective regions and their 
large private land holdings, will be the key element In the 
future growth of Alaska's forest products Industry. Further­
more, Ketchikan Pulp Company, with more diversified out­
put , should be less subject to cyclical swings and, there­
fore, provide more stable employment In the Ketchikan area. 

Fishing 

The long-run outlook for Alaska's fishing Industry is 
optimistic as the industry diversifies and its management 
and marketing techniques become Increasingly sophisti­
cated. A major development potential may very well be 
bottomflsh. Increasing demand from Japan, rapidly rising 
world prices, and improving market acceptance throughout 
the United States are inducing more and more Alaska f lsher­
men to harvest bottomfish. This trend will reduce the 
seasonality of Alaska's fishing Industry. 

Additionally. federal management of the shellrlsh and hali­
but fisheries is showing definite signs of effectiveness. Also 
State and federal aquaculture programs now suggest 
salmon harvests In the 1980's may approach seventy-five 
million f lsh. 

It seems reasonable to expect continued gradual growth ol 
Alaska's fishing industry, accompanied, however, by the 
normal cycllcal fluctuatfons resulting from biological and 
climatic factors . Again, Alaska's Nat ive corporations will 
likely be a major force ln tho dovelopmenl of the state's f lsh­
ing Industry. 
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Nevertheless, a huge question mark hangs over the future 
of this industry concerning thE~ uncertainty of whether 1:>r not 
countries will develop the cooperation necessary for effec­
tive management of our fish resources to conserve adequate 
supplies for future generation:s. 

Agriculture 

In terms of contribution to gross state product, agri­
cultural output In Alaska Is minute with an annual sales 
value of approximately $8 million. Alaska's major agri­
cultural production areas in ~:lude the Seward Peninsula 
(reindeer), the Aleutian Chain (sheep), Kodiak (beef), the 
Kenai Peninsula, Matanuska-Susitna Valley, and the 
Tanana Valley (beef, pork, dairy products, vegetables, 
and grain). 

Alaska has approximately twenty million acres of arable 
land suitable for supporting a significant agricultural in­
dustry. However, both the state and federal government 
have not yet determined the use classification of most of 
this land . Although costs In Alaska are extremely high, 
yields also are high as a result A the long daylight hours 
during Alaska's summers. WhJat and barley represent 
Alaska's greatest grain potential. 

Presently, Alaska lacks a comparat ve advantage relative to 
other states in agricultural ,...uuuction. However, it Is con­
ceivable that with conP.iued experimentation subsidized by 
state government .:ind utilization of more intensive agri­
cultural methods, accompanied by substantial Injections of 
private capital, a significant growth of this Industry could 
materialize. It Is impossible to predict the rate at which this 
will occur: however, the Koreans and Japanese, who Import 
over 200 metric tons of grain annually, have expressed an 
Interest In participating In Alaska's agricultural industry. 

Summary 

To summarize the outlook for Alaska's basic industries, the 
three most rapidly growing industries In the 1980's will be 
petroleum, construction , and the visitor industry. The fish­
ing Industry Is expected to grow moderately. The harclrock 
mining and fore st products Industries are likely to exper­
ience some growth but In slightly more erratic patterns and 
uncertain rates. Finally, agriculture remains a long shot. 
In the public sector, state and local government will surpass 
federal government as the dominant employer In the state. 
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Anchorage 

Anchorage Is currently, and will continue to be, the state's 
commercial and financial center. As a result, the growth of 
the Anchorage area will reflect the general economic 
development of Alaska. 

In the early 1980's employment In Anchorage will break 
through the 100,000 mark. 13y 1985 the population of the 
Anchorage area Is expected to be approaching one-quarter 
million people and will account for half the state's population . 

Social Effects 

Economic growth tends to bt~ accompanied by social costs. 
However, the type of Industrial expansion Alaska Is about to 
experience will contribute substantial social benefits as well. 

In fact it can be asserted that, to the extent that the petrol­
eum industry wlll play the major role in Alaska's economic 
development , the social benefits accruing from continued 
growth will far outweigh the social costs. 

One social benefit will be a. more stable structure to our 
economy. Heretofore Alaska's major industries have been 
highly labor Intensive, hlghl)1 seasonal, and highly subject 
to cyclical fluctuations. Now, however, certain areas in 
Alaska have the opportunity to break out of this pattern as a 
result of expansion by tho extremely capital Intensive 
petroleum Industry . 

Another long-run social bennflt from growth of the petro­
leum Industry Is that public revenues accruing from this 
industry will Increase to a far greater degree than the need 
for public services. For example, the 1,700 permanent 
workers required to operate and maintain the trans-Alaska 
pipeline and to produce North Slope oil Imply a population 
Increase of only about 7 ,500, while at the same time revenue 
to the State of Alaska wlli Increase tenfold from pre-pipeline 
levels! With nuge State revenues and few people, Alaska 
has an opportunity to enjoy relatively profuse publlc serv­
ices without a commensuratoly great tax burden on local 
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families and businesses. Additionally, future population 
growth, the major cause of which has been state and local 
government, will be largely up to Alaskans themselves. 

Two Final Comments 

This discussion of the long-run outlook for Alaska's 
economy dwells solely on major anticipated events and gen­
eral trends. It is not a comprehensive dissertation . Certainly., 
many factors not discussed herein may play a role In 
Alaska's economic future . Some of these include tho 
proposed hydroelectric projects In southeastern Alaska and 
on the Susitna River, the state capital move to Willow, 
extension of the Alaska Railroad west or southeast from 
Fairbanks, and growth of Alaska's handicraft industries. 

Secondly, it should be noted that Alaska's future economic 
growth will consist of a series of major, somewhat dis­
jointed, events rather than a gradual expansion of existing 
capacity. 

The Implication is that Alaska's future will be accompanied 
by a series of hills and valleys-not booms and busts, but 
certainly rather pronounced cyclical fluctuations. Any bus­
inessman operating In Alaska should structure his enter­
prise and conduct his business so as to be able to effectiv­
ely cope with these anticipated upswings and downturns. 

Clearly, however, the trend Is upward as Alaska assumes a 
dominant position In the world's quest for energy and 
productive resources. 

ALASKA EMPLOYMENT GROWTH 
10001 (Excludes uniformed mili tary) 
N.--~~~~~~~~~~~~~~~~~~~~~ 

....... 
.... I ...... .., . 
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Working Paper #2 October 13, 1976 

THE CURRENT STRUCTURE OF ALASKA'S ECONOMY 

In accordance with the directive given to us, this second 

working paper defines the nature of the Alaska economy as it 

is today in order to better understand the economic climate 

within whic h any investment objective option for the proposed 

Pe r manent Fund would operate. 
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THE CURRENT STRUCTURE OF ALASKA'S ECONOMY 

AS IT IS TODAY 

Cyclicality ...... . • •••••• • 

Seasonality .... • •. . ••. .... 

Di versification .....•. . ... 

Labor Intensity •.••.•..... 

The Public Sector ••..••... 
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ALASKA CIVILIAN EMPLOYMEN..1 

(THOUSANDS) 
SOURCE: STATE OF ALASKA DEPT. OF LABOR 
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.. Wage and Salary Civilian Employment Mix 1975 
--. 

Alaska 

Industry 

~ 
Trade, Services, Finance 

::.~ 

Gover~tl::t-_.~~) 
·~ t:.• ( -;rrr . --<> --77 

Const~!ttion* 

Trans · ·~~omrn . , Util. 
~: 

Manuf a.etPiring 
~ 

Min in~· 
i ' 
~ ,.,,.,....-: . ... 

Industry Group 

Distribut ive 
lt' 

Government 

Basic 

.. 

t 

% of Total 

36.4 

31. 0 

14 . 4 

10 . 0 

5 . 5 

2.7 

% of Total 

46.4 

31. 0 

22.6 

Un i t ed States Average 

Indus try 

Trade, Services, Finance 

Manufacturing 

Gover nment 

Tr ans ., Comm. , Util. 

Construction 

Mining 

I ndustry Gr oup 

Distributive 

Basic 

Government 

% of Total 

46.1 

2J.6 

18.8 

5 . 9 

4 . 7 

1. 0 

% of Total 

52 .0 

29 . 3 

18.8 
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ALASKA POPULATION BY REGION 

Region 

Southcentral 

I nterior 

Arctic & We stern 

Sou t heastern 

% of Total 

54.5 

17.4 

16.3 

11.9 



' PER CAPITA PERSONAL INCOME BY STATES 1974 

State 

ALASKA 
District of Columbia 
Connecticut 
Delaware 
New Jersey 
Illinois 
New York 
Hawaii 
California 
Nevada =k 
Maryland 
Michigan 
Massachusetts 
Washington 
North Dakota'i:: 
Ohio 
Co lorado 
Kansas -f'C 
UNI'rED STATES 
Pennsylvania 
Minnesotu 
Florida* 
11Jyo111in·J * 
RhoJc Island 
Vir':Ji n ia ~ 
Oregon 
lOWcl 't: 
Ncl>ruska ·'t 
Nisconsin 
rnJ i i l!Hl 

Arizona ~ 
Missouri 
·lo ntana 
'l'cxas ~ 
New Hampshire 
!daho 
Georg ia-'k 
South Dakota Y.. 
North Carolina 
Maine 
Ok l a homa 
'l'o nncssoc 
Vctmon L 
Utah >t: 
Kentucky 
LOuisiana 
West Virginia 
5o uLh CuroUn(f~ 
/\ lc'.lbumu -
J\ r:k .1nsas ~ 
M i.~rnJ sslppi * 

(10) 

Amount ($000) 

7,062 
7 , 04 4 
6,455 
6,306 
6,247 
6,234 
6, 1 59 
6 , 042 
6 , 032 
6,016 
5 , 943 
5 , 883 
5,757 
5 , 710 
5,583 
5,518 
5 , 515 
5,500 
5,448 
.: , 4 4 7 
5 , 422 
5,416 
5, 4 04 
5 , 343 
5 ,3 39 
5 , 284 
5 2·19 
5,278 
5 , 247 
5,184 
5,127 
5,036 
4,956 
4 ,9 52 
4,944 
4,918 
4,7 51 
4,685 
4 , 665 
4,590 
4, 501 
4,551 
4 , 534 
4,473 
4 I 4 4 2 
4,391 
4,372 
4 I 311 
4,21 5 
4,200 
J ,80J 



LABOR INTENSITY BY INDUSTRY GROUP 

Government 

Trade & Services 

Fishing 

Tourism 

For.est Products 

Construction 

Pe troleum 

(11) 

Highly Labor Intensive 

Moderately Labor Intensive 

Capital Intensive 
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LABOR UNION MEMBERSHIP 1972 
Percent of Nonagricultural Employment 

State 

west Virginia 
Michigan 
Washington 
Pennsylvania 
Hawaii 
New York 
Illinois 
Ohi o 
Indiana 
Nevada* 
Missouri 
Montana 
Wisconsin 
New Jersey 
California 
Minnesota 
Oregon 
ALASKA 
Rhode Island 
U.S. AVERAGE 
Connecticut 
Massachusetts 
Kentucky 
Maryland** 
Delaware 
Iowa* 
Utah* 
Alabama* 
Maine 
Colorado 
Wyoming* 
'l'en nessee 
Vermont 
New Hampshire 
I daho 
Nebra ska* 
Louisiana 
Arizona* 
Ar kansas* 
North Dilkota* 
Okl ahoma 
V.lrginia* 
Ka nsas • 
Flori da * 
Georgia * 
'l'exas* 
New Mexico 
Miss i ssippi ' 
South Dakotc.t '• 
Sou th Ca r.oU.na • 
Nor ti, Ca rolj na * 

Stutc has a right-to-work law. 
Includes Dist. o f Col. 

Percent 

41 .3 
38.4 
38.3 
38.2 
37 . 0 
36 .2 
35 . 6 
34. 8 
33 . 9 
33.6 
32.9 
30.7 
29 . 7 
29 .1 
28.9 
28.3 
27.9 
27.6 
27.3 
27.2 
26.l 
26 .0 
24.9 
21.7 
20.3 
20.0 
19. 4 
19.2 
19.l 
18.9 
18.5 
10 . 4 
17.7 
17.2 
17.0 
17.0 
16 . 9 
16.6 
16 .4 
16 . l 
16.0 
15.5 
15.4 
14 . 7 
13 . 9 
13.5 
l 3. 2 
] 2. 6 
11. B 

9.0 
7 . 5 
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STATE OF ALASKA ESYIMATED REVENUE SOURCES 
FISCAL VEAR 1977 

Source 

Petroleum· Rolated Sources 

Reserves T:ix ... . .. . . . . . . . .. . ....... . 

Rovol tics. sovc1011co tax, 
property 1.1x, otc. . ... .. . . . . .. . .... . 

SUBTOTAL . .. 

Other Sour ces 

l11como Taxos . .. . ... . 

Othor tn>.os. fcus. utc. . . . . . . . . . . . . . . • . 

TOTAL .. . .. . • •• . ... . . 

Amount 
($ Mlllionsl 

$ 260 

$ 155 

$ 415 

$ 145 

$ 140 

$ 700 

Portiion 

37.2% 

22.1% 

59.3% 

20.7% 

20.0% 

100.0% 

I 
I . 



Oil and 

STATE OF ALASKA ESTIMATED REVENUE SOURCES 
FISCAL YEAR 1985 

Amount 
Source ($ Billions) Portion 

Gas • .•....•....• $ 2.0 71.4% 

Othe r Sources ..... ...••. 0.8 28.6% 

TO'l'AL •••••• • $ :2. 8 100.0% 
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During the ten year period of 1964 to 1974, state and local 

government employment increased by nearly 15,000 employees. 

Assuming the i; tate average household size t)f 3 .1 persons implies 

an increase in Alaska's population of over 45,000. The mulitiplier 

effect then adds another 22,000 people. This totals 67,500 people 

attrac ted t o Alaska because of the expansion of state and local 

government. This i s nearly twice the populiation impact of the 

construction, petro leum, hardrock mining, fishing and forest 

products indus tries -- the entire basic sec: t or -- combined. 

These employment increases reflect the general expansion of state 

and local government since 1969. In one year (Fiscal Year 1971) 

the level of Sta t e Genera l Fund expenditures doubled. Over the 

past fi ve years State spending has increased at an annual rate of 

26.::??;. 

As a result of t his expansion , the St ate of Alaska now spends 3.7 

times as much per capita as the average state in the country, employs 

2.9 times as many people per capita as the average state i n the 

country , and has 4. 7 times as much outstanding debt per capita 

as the average state in the countr y . 

(15) 



Working Paper #3 October 13, 1976 

FUTURE DIRECTION OF THE ALASKA ECONOMY 

SHORT-RANGE OUTLOOK 

Alaska's economy is new entering a plat eau period. Over the 

next t wo years, our economic growth will slow considerably. 

Three factors are going to be responsible for the forthcoming 

slowdown in our rate of gr owth: 

1. the substantial decrease in employment on the 

pipeline project; 

2. the likelihood of more modest State s pending 

increases ; and 

3. a holding back in the private sector because 

most businessmen and developers in Ala s ka a re 

t:Yoecting a slowdown. (As in nny business 

cycle anywhPre, this i n turn causeq them to 

become more conserva Live and helps bring 

about the very slowdown they expect.) 
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To put some preliminary numbers on this slowdown, in 1975 

civilian employment in Alaska rose 22% above the level of 

1974. In 1976 the growth rate is expected to fall considerably 

to somewhere in the neighborhood of 10% . In 1977 employment 

is expected to decrease by about 5% - 10%. Employment 

should hold relatively stable in 1978, then in 1979 with 

substantial royalty and production tax revenues flowing to 

the State and· a · gas pipeline probably under construction, 

the rate of economic growth should pick up . 

It should be emphasized that, despite this forecast of a 

slowdown, there is not going to be any sort of major bust in 

the sense of the post-gold rush collapse. These factors 

will prevent the forthcoming slowdown from turning into a 

bust . 

First, we should keep in mind the huge underpinning of the 

Alaska economy : government. Over the past decade, f ederal 

spending in Alaska has risen steadily at an average annual 

rate of 10%. This is expec t ed to continue. At the state 

government level large spending increases are occurring. 

The Fiscal Year 1975 appropriations provided for a 40.1% 

increase in expenditures over the level of fiscal Year 1974; 

Lhe Fiscal Year 1976 budget increased another 28%; and t he 

f iucn l Year 1977 level of expenditures is expected to rise 

hy neArly 20%. 
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This huge base of government spending and employment (indeed, 

providing nearly lalf the jobs in Alaska) presents a stable 

underpinning to our economy which helps to mitigate cyclical 

fluctuatio.ns in the private sector . 

A second element to keep in mind when analyzing the possibility 

of a post-pipeline bust is the fact that this project is not 

a situation wherein on July 1, 1977 , everybody is going to 

lay down their tools and go home. Rather, construction on 

the pipeline will continue in~o the early 1980's, gradually 

increasing the capacity t0 two million barrels a day. 

Nevertheless, the fact remains that it appears at this point 

that in 1977 there is going to be a fall-off in the number 

of workers on the pipeline of approximately 18,000. Interest­

ingly, this fall-off is not going to have the catastrophic 

effect that would appear on the surface. The workern living 

in the camps and working on the pipeline are having a more 

modest impact on Alaska's economy than expected. Forty 

percent of them send their payroll checks directly to the 

"lower 48" to a bank in their hometowns for deposit. F~ther, 

a substantial number of the local checking accounts of the 

other 60% are simply temporary or flow-through in natur~. 

The aecond factor, then, preventing a post-pipeline bust 

is t he fact that the pipeline project has not itself 

-3- l 
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con tributed as much t o the present boom as it appears on 

th e surface. Therefore, the winding down of the pipeline 

pr oject will no t have as great a "bust" effect as some 

believe. 

The third element preventing a post-pipeline bust is the 

fact that it appears that most Alaskans are focusing on the 

longer range outlook. We know there will be construction of 

a gas pipeline, one route or another; w~ know that oil and 

gas exploration and development is just in its infancy and 

wil l grow subs t antially; we know that the economic impact 

f rom the Na t ive Claims Settlement Act will be significant ; 

we know tha t a certain expansion of LNG plants and of the 

pet rochemical industry is highly probable; we know that 

Lhere is a good chance of a major hydroelectric project and 

o f t he capital being moved; and we know of nwnerou.s other 

even t s likely t o occur in the 1980's . 

The relevancy of all of this is that there will continue t o 

be an t icipatory expansi01 in the private sector. In fhe 

very same way t hat t he delayed pipeline in the ear l y ~70's 

di d not squelch completely the plans of develop~ra, I lfeel 

' Lha l t he forthcoming slowdo~\ also will not squelch comple t ely 

chc activiL i es of developers who look beyond t he valley t o 

the st rong growt h anticipated for the 1980's. 
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To sununarize t he outlook fo r the immediate future: definitely 

the rate of economic growth will slow down, and there could 

be a slight downturn in 197 7. But this slowdown will be (1) 

somewha t modest, not in any way resembl ing a bust, and (2) 

relat ive ly s hort in durat ion . 
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LONG-RUN OUTLOOK 

The decade of the eighties l ooks promising for Alaska 's 

economy . Big oil and big government 

Alaska's prosperity in the seventies 

great leap forward. 

the factors underl ying 

will again promote a 

For at least the next decade -- and likely far beyond -- the 

petroleum industry will serve as the vanguard of Alaska's 

economic growth . 

Pe t roleum Industry 

The second major oil an~ gas project in Alaska following 

construction of the trans-Alaska oil pipeline will be construction 

of a na t ural gas pipeline. Although there is as yet no 

specific route approved for transporting the natural gas 

from Alaska's Nor th Slope to U.S. markets, three routes have 

been proposed. Canndian Arctic Gas, Ltd . , has applied to the 

Federal Power Conunission for authority to transpo·r t t he gas 

t hrough Canada co Montana and onto the Midwest where it will 

connect wi t h existing systems , t erminating in Pennsylvania. 

El Paso Natural Gas Company is proposing to transport the 

~as Crom the North Sl ope to Point Gravina near Cordova, 

liquefy it, and ship the LNG to the Wes t Coast. A t hird 

~n c rant, Nor t hwest Pipeline Corporation of Salt Lake City, 

IC I 



ha s filed for permission to construct a pipeline parallel to 

the first oi l pipeline from Prudhoe Bay to approximately 

Fairbanks, t urn east, and enter Canada where it would connec t 

with existing systems to transport the natural gas to the 

United States. The Federal Power Commission has announced 

its i ntention to rule on this .matter by the end of the year . 

Undoubtedly final resolution of the route is expected to be 

pe rformed by Congress. This is anticipated to be accomplished 

by fa ll, 1977. 

Regardl~ss of which route is approved , Alaska will feel a 

substantial impac t during construction of a gas pipeline . 

Nevc~rtheless , t he trans-Alaska route, which would transport 

gas to tidewater, would be most conducive to development of 

n p~ trochemical industry in Alaska . 

When looking to the future of the petroleum industry in 

Ala ska, it s hould be kept in mind that the Prudhoe Bay 

project on t he North Slope, which holds one-fourth of our 

no tion's proved crude oil reserves and nearly ten percent of 

ou r nation' s proved na tural gas re~erves, is simply one 

reservoir in one of Alaska's fifteen sedimentary basins. 

That i s , deve l opment en t he North Slope represents only t he 

beginn i ng as fa r as oil development in Al~ska is concerned . 

No one knows fo r s ure, but the guesses in the industry are 

Lho t t here is in the ne ighborhood of one hundred billion 

barrels of oi l underneath and offshore Alaska . 
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Sa l e Area 

Our nation's officia l commitment to pursuing great er energy 

self-sufficiency has placed a high priority on lease sales 

on Lhe Out er Con t inen t al Shelf . Over Half of the U. S. Outer 

Con t inental Shelf lies off Alaska. The first offshore oil 

lea se sale in the Gulf of Alaska was held last April, and 

eight more sales are scheduled over the next two years as 

indicated in the accompanying table. 

OCS SALE SCHEDULE FOR ALASKA 

Call For 
Nominations 

Sale 
Date 

Lower C.ook Inl et November, 1976 to 
January, 1977 
February, 1977 
March, 1977 
October, 1977 
December, 1977 
August, 1978 
October, 1978 
December, 197e 

Gulf of Alaska (Kodiak She lf) 
Be ring Sea (St. George Bas in) 
Uc au fo rt Sea 
Bristol Basin 
Be ring Sea (Norton Basin) 
~~lf o f Alas ka (Aleutian Shelf) 
Chukchi Sea (Hope Basin) 

Source: Oi l and Gas Journa l 

July, 1976 
September, 1976 
Hay, 1977 
July, 1977 
September, 1977 

Another f actor i nduc i ng oil development is the transfer of 

forty mi llion acre s of land from the federal governmen t to 

Alaska's Native corporations . Host of the Native corporat ions 

which occupy po t en tia lly rich oil and gas basins have consumm::1Led 

exploration ap r cemcnts wi th petroleum firms, as outlined 111 

t he cab l e fo llowing. 



NATIVE CORPORATION DRILLING CONTRACTS 

Native Corporations 

Arctic Slope Regional Corp . 

NANA Regional Corp. 
Calista Corp. 
Bri sto l Bay Native Corp. 
Koniag, Inc. 
Doyon, Lt d . 

Ahtna, Inc. 
Chugach Natives, Inc . 

Contracting Companies 

Standard Oil 
Union-Amoco 
Texaco 
Standard Oil 
Shell 
Phillips 
Standard Oil 
Louisiana Land and Exploration 
Champlin 
As land 
Amoco 
Phillips 

Another bright star in Alaska's future is the expansion 

of the petrochemical industry . Current world economic 

conditions which are not conducive to the construction of 

petrochemical plants in Alaska can be expected to change 

in a more favorable direction over time . Of immediate 

significance, however, is the fact that the State of Alaska 

owns t he oil and gas at Prudhoe Bay and will be receiv~ng 

a 12~% royalty. Probably the State of Alaska will take 

t h i.s roya l ty in kind, sell it to those firm• that agree to 

proce ss the gas i n some way in Alaska, and thereby strongly 

influence expansion of a petrochemical industry in Alaska . 

State Governmen t 

Another major factor raising Alaska's economy onto a new 

pleteau will be the tenfold increase of revenue to the 

State of Alaska by the mid-1980's from the 1970 level . 
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When the North Slope is in full production, the mineral 

~uya l ties, right-of-way leases, and production taxes wil l 

gene rate substantial revenue to the State. The greatly 

increased St ate expenditures will be impor tant not only 

as ends in themselves by creating employment directly and 

indirectly, but, to the extent that they are devoted to 

public works projects such as highways, ports, schools , etc., 

they will induce additional economic development . For 

example , expansion of transportation systems in Alaska's 

interior r egion might make certain proposed mineral ventures 

feasible. 

Hardrock t-iin:i.ng 

Although, Alaska's mining industry has been relatively 

dormant excep t for extraction of gold, sand and gravel, and 

a few mi nor operat ions, many projects are waiting in the 

wings to be developed. There is t he proposed Lost River 

fluorite mjne to the Seward Peninsula, which containa an 

estimated one- third of the world's supply of fluori te; 

there is Mitsubishi 's i ron ore deposit at Klukwan near 

Ho ines; Marcona ' s iron deposit at Snettisham near Juneau ; 

tfowmonL Mining 's nickle de posit at Glacier Bay; the U.S. 

Bor 3x molybdenum deposit near Ketchikan; Kennecott 's huge 

copper Jeposit near Bornite, and many, many others. 
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One of the most exciting mineral potentials is the Beluga 

coal depos it across Cook Inlet from Anchorage. The sub­

bituminous coal there is very l ow in sulphur content. The 

estimated 2.4 billion tons of coal at Beluga contain an 

energy equivalent 25% greater than that of the crude oil 

at t' rudhoe Bay. 

Currently , U. S. Borax is pursuing development of its rich 

molybdenum deposit near Ketchikan. 

Despite Alaska's i rmnense latent mineral potential, currently 

the annua l hardrock mineral production of Alaska is less 

than one-twentieth as great as that of the average western 

state. 

Construct i on 

The primary benefi ciary of the enormous increase in Sta te 

expenditures and the necessary expansion of Alaska's 

infrastructure will be the construction industry . The 

upsurge of construction projects is already about to commence . 

In November Alaskans will vo t e on bond issues totalling 

nearly $250 million . 

Fur t her, investments by Native corporations and greatly 

expanded oil and gas exploration and development will generate 

fl 1 \ 



large projects, all of which auger well for the construction 

industry . 

Visitor Industry 

Alaska's visitor industry is expected to continue its 

soaring growth. Indeed, in just the past five years, the 

number of vis i tors to Alaska has more than doubled . 

Al aska will continue to receive considerable national 

attention as a result of its dominant position in the nation's 

ques t for energy. As a result, Alaska can look forward to 

receiving an increasing share of the burgeoning flow of 

travelers throughout the country . The state Division of 

Touri sm predicts t ha t in ten years more than one million 

tourists will be visiting Alaska annualiy -- triple the 

current level. 

Auo t her boost to Alaska's visitor industry is the establish­

ment of the Anchorage Convention/Visitors Bureau . The 

objective uf t his organization ie to attract to Anchorage 

some of the more than 47,000 conventions held annually in 

the United Stutes . Additional .y, Alaska's Native corporations 

arc investing in visitor facilit l es to accoDJDodate a greater 

flow of touris ts to Alaska. 
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Finally, a virtually untapped market for Alaska's tourist 

industry are the Japanese. At the height of Japanese 

visitations to Alaska prior to the imposition of exchange 

controls, 10,000 Japanese visited Alaska annually. At the 

same time more than 200,000 Japanese were viaiting Hawaii . 

Alaska, with its spaciousness and splendor, tW1) criteria 

high on the list of Japanese tourists, has a strong competitive 

advantage in attracting this important market. 

In general the long-run outlook for Alaska's visitor industry 

is extremely favorable. 

Forest Products 

Alaska's forest produc ts industry looks bleak for the long­

r.un. Not only has expansion been curtailed, but the very 

existence of the industry in Alaska is in jeopardy . 

Ketchikan Pulp Company , in the face of severe federal waste 

water treatment regulations, has announced its intention to 

close its mill next year. Champion International, after 

nearly ten years of apparent endless litigation between the 

Sierra Club and the U.S. Forest Service, finally abandoned 

its plans for n huge wood processing complex at Berners Bay . 



further, the Forest Service has adopted the policy of 

limiting future t imber contracts to ten years rathe~ than 55 

years. Thi s means an absence .of wood volumes sufficient to 

s upport large opetations, and, therefore, any future develop ­

ment s will be limit ed to relati,aly small mills. 

Despite these P.xtremely adverse events, the basic facts 

remain t ha t strong economic advance and growing affluence in 

Japan, combined with substantial population growth in the 

State of Ala ska, are going to place heavy demands on our 

timber resources. At the same time, we are currently 

cutting only about one- t hird of the state's total annual 

a llowable cut. Accordingly,· there is considerable room fo r 

expansion of this i ndustry. 

It is likel y that the Native corporations, with their keen 

i n t erest in creating jobs in their respective regions, will 

be t he key elemen t in any future growth of Alaska ' s forest 

pr oducts industry. 

Fishing 

'J'he long-run outlook for Alaska's fishing industry is opti­

mis tic as the i ndus t ry diversifies and its business management 

t echn iques become increasingly sophisticated. The major 
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l ong-range potential for Alaska's fishing industry may very . 

well be with bottom fish. Increasing demand from Japan, 

rapidly rising world prices, and improving market acceptance 

throughout the United States are inducing more and mere 

Alaska fishermen to harvest bottom fish . 

Additionally, federal management of the shellfish and halibut 

fisheries is showing definite signs of effectiveness. Also 

St ate and federal aquaculture programs now suggest salmon 

harvests in the 1980's may approach 50 million fish. It 

seems reasonable to expect continued gradual growth of 

Alaska's fishing industry, accompanied, however, by the 

normal cyclical fluctuations resulting from biological and 

c lima t ic factor s . Again, Alaska's Native corporations will 

likely be a maj or force in the development of the state's 

fi shing industry. 

Nevertheless, a huge question mark hangs over the future of 

this industry concerning the uncertainty of whether or not 

countries will develop the wisdom and cooperation necessary 

for effective ~anagement of our fish resources to conserve 

adequate supplies for future generations. 

Sununary 

To summarize the outlook for Alaska's basic industries, the 

t hree mos t rapidly growing industries in the 1980's will be 
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petroleum, construction, and the visitor , ind~stry. By early 

in t he next decade these industries will surpass the fishing 

indus t ry in importance as a source of emploY'ment. The 

fishing industry is expect~d to · grow moderately. The hardrock 

mining and forest products industries are likely to experience 

some growth but in slightly more erratic patterns and uncertain 

rates. Finally, agriculture remains a ~ong shot. 

In the public sector, state and local government will replace 

federal government as the dominant employer in the state. 

Anchorage 

Anchorage i s currently, and will continue to be , the state ' s 

conunercial and financial center. Au a result, the growth of 

the Anchorage area will reflect the general economic develop-

ment of Alaska. 

In the early 1980's employment in Anchorage will break 

through the 100,000 mark -- a 50% increase over today's 

level. By 1985 the population of the Anchorage area is 

expected to be well over one-quarter million people. 

Social Effects 

Economic growth has always been accompanied by social costs. 
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But when looking at the complexio~ of Alaska's future economic 

gr1)~th, it is clear that the type of industrial expansion 

this state is about to experience will also contribute sub­

stantia l social benefits. 

In fact it can be asserted that, to the extent the petroleum 

industry will play the major role in Alaska's economic 

development, the social benefits accruing from continued 

growth will far outweigh the social costs . 

One socia l benefit will be a more stable structure to our 

economy. Heretofore Alaska's major industries have been 

highly labor intensive, highly seasonal, and highly subject 

to cyclical fluctuations. Now, however, certain areas in 

Alaska have the oppor tunity to break out of this pattern as 

a result of expansion by the extremely capital intensive 

petroleum industry. 

Another social benefit from growth of the petroleum industry 

is the fact that in the long-run public revenues accruing 

from this private operation will in~rease to ~ far greater 

degree than the need for public services. Fol' example, t he 

1 , 700 pe r manent workers required to operate che pipeline and 

produce North Slope oil implies a population increase of 

about 7,500 , while &t the same time revenue to the State of 

Alaska incr eases tenfold from pre-pipeline levels. With huge 
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State revenues an<l few people, Alaska has an opportunity to 

enjoy relatively profuse public servic0s without a conunensu­

rately great tax burden on local families and businesses. 

Note: This discussion of the long-run outlook for Alaska's 

economy dwells solely on 1najor anticipated events and general 

trends. It is not intended to be a comprehensive di&sP.rtation. · 

Certainly, many factors not discussed herein may play L role 

in Alaska's economic future. Some of these include the pro­

posed hydroelectric projects, the state capital move, and 

growth of Alaska's agriculture and handicraft industries. 
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Working Paper #4 October 13, 1976 

Cyclicality: 

Seasonality: 

POLICY IMPLICATIONS 

Alaska's economy is considerably less cyclical 

than normally believed. However, certain industries, 

i.e., forest products, fishing, and construction 

are more subject to cyclical fluctuations than normal. 

Therefore, economic development should seek more 

non-cyclical industries. 

More jobs are needed in November, December, January, 

February, March, and April -- the "wintertime." 

Some new sources of substitute wintertime~ jobs 

should rank high to moderate in labor intensity. 

Future economic development should seek more counter­

seasonal industries. 

Diversification: The greatest dislocaticns in Alaska's economy 

appear in the lack of diversitication. Whereas, 

for the U.S. ~s a whole, about one-third of the 

jobs come from the basic industries and one-

f if th from government, in Alaska those propor­

tions are reversed. But despite government's 

large participation in the labor force, it 
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.. 
produpt~ Alaska is also out of balance in terms 

of regional productivity. Almost two-thirds 

of the gross ~tate product come from southcentral 

Alaska alone. 

Labor Intensity: Petroleum, whic~ is capital intensive· and supplies 

less than 3% of Alaska jobs, contributes about 

as much gros~ state product as gover~ment, 

which is highly labor intensive and accounts 

for about one-third of all the jobs in Alaska. 

Outlook: The rate of economic growth is expected to pick up 
(Short Range) 

Outlook: 
(I.ong Range) 

in 1978 or 1979, following a moderate lull. There-

fore, no explicit, abnormal injection of public 

spending into the economy is needed for counter-

cyclical purposes. 

The long range employment projections for Alaska 

assume continued, gradual expansion of the 

infrastructure . 

The growth that will naturally occur will be highly 

capital intensive and therefore will not imply a 

commensurately great demand for public services. 
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Working Paper #5 October 13, 1976 

REGIONAL SUMMARY 

As we have observed before, it is dangerous to make general­

i2ations about Alaska's economy. Activity varies considerably 

from region to region. The southcentral and interior regions, 

which provide approximately three-fourths of Alaska's gross 

state product, have exhibited rather sluggish economic 

growth in 1976 relative to the past two years. On the other 

hand, the Arc tic with its stepped up oil and gas exploration 

and development, western Alaska with its improved fishing 

industry, and southeastern Alaska with substantial production 

i ncreases in t he forest products industry are experiencing 

sL rong, healthy economic activity. 

SOUTH CENTRAL 

Anchorage, with about half of the population and nearly half 

of th~ jobs in Alaska, is exhibiting poorer retail sales 

when compared to 1975. Further, during the first quarter of 

t:hc year the employment growth rate fell to half the rate of 

t he same period last year. Reflecting the slowing population 

i nflux, Anchorage school enrollment during the first quarter 

was less than 1% greater than the first quarter of 1975. 
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The Anchorage housing market is considerably weaker this 

yeur than last. The low sales to listings ratio of homes 

selling above $70,000 implies a rather sHrious accumulation 

of inventory. Currently it takes approximately one week 

longer to sell a home this year than last. The value of 

residential building permits through the first seven months 

of the year are down 26% from the same period last year. 

Further weakening is anticipated next year. 

'Much of the growth from Anchorage is spreading north into 

Lhe Matanuska Valley. Both permanent and residential land 

sales have been soaring at a pace similar to recent "land 

booms" in the southern United States. The Palmer Industrial 

Park will house a new acetylene and air separation plants 

for Lhe production of oxygen in its gaseous and liquid form 

for distribution through Alaska. 

On Lhe Kenai Peninsula a refined products pipelin~ is under 

construction from Kenai to Anchorage. Expansion continues 

on the largest nitrogen fertilize~ complex in the world as 

Collier Carbon and Chemical Company prepares to double its 

an~onia and urea plant capacity by the fall of 1977. Also 

in Kenai, Pacific Alaska LNG awaits approval from the 

Federal Power Commission to commence construction of a $660 

million liquefied natural gas plant. In Seward consideration 

is being eivcn to the construction of a $6 million barite 
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grinding mill for drilling mud used in offshore oil and gas 

cxp l orciLion. Also, in connection with anticipated OCS 

exploration in the Gulf of Alaska, the coastal conununities 

of Yakutat, Seward and Cordova are commenc ing to feel the 

initial signs of industrial and population growth. 

INTERIOR 

The Fairbanks area has registered virtual ly no employmer·: 

gr owlh Lhis year, and sellers of both consumer goods anc 

business, industrial, and construction equipment report 

ra t her poor sales . 

Si milar t o the Anchorage situation, the Fairbanks houslng 

1narket appears to be loosening . There are approximat ely three 

I im~ s as many units available for rent this year as last 

year's annual average. Rapid price increases appear to have 

abated, with some price declines being reported. 

Muvertheless, economic activity in the Fairbanks area remains 

s tLong. Work continues on the $120 million Chena River 

Flood Control project with a $1 .4 million contract for levy 

cons truction let in April. Energy Company of Alaska broke 

ground in June for construction of the first phase of a 

refinery at North Pole. This job will not only create j obs, 

but will provide lower cost petroleum products to interior 

A.Laska. 
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ARCTIC AND WESTERN 

The arctic and western r egions of Alaska are enjoying relatively 

strong economic act i vity this year . Development a t Prudhor 

Bay and oil and gas explora t ion in Pet 4, accompanied by 

investmen t activity of the Arc t ic Slope Regional Corporation, 

are contr ibuting to a vigorous economy in the Alaska Arctic. 

Simi1ary, oil and gas explor a tion and construction projects 

of the NANA, Bering Straits, Calista, and Bristol Bay Nat i ve 

corporations, accompanied by another good retu~n of s a lmon , 

sugges ts a rela tive ly satisfactor y year for western Alaska. 

SOUTHEASTERN ALASKA 

lllgher prices for fish and timber products underlie a s t rong 

economy in southeastern Alaska this year. Offsetting somewhat 

Lhc favorable prices , the return of salmon to southeastern 

A Ll ts ka is expected t o be relatively poor, having no t yet 

n~ cnvcred f rom flood llamage to 8pawning grounds and severe 

wintcrA of a few years ago. 

13oLh prices •.md outpu t vo lumes are up cons iderably in the 

[oresL products industry, r esponding to henlthy economic 

rec overy l n Japan. 
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On the other hand , the visitor industry in sou theastern 

Al~ska is reported to be registering a rather medioc re 

performance when c6mpared to previous years' growth rates. 
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Working Paper #7 December 16, 1976 

ALASKA EMPLOYMENT SEASONALITY 

In compliance with the State Investment Advisory Conunittee's 

reques t , attached are graphs depicting Alaska's employment 

seasonality by industry Rnd region and a table with comparative 

cost of living information. 
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COST OF LIVING 
DIFFERENTIAL 

Approximate cost of living differences between Anchorage, 
Alaska , and other cities are estimated below. Actual spending 
patterns for individual families, however, will vary in 
Alaska because of life style changes; therefore, the data 
below should be regarded solely as general approximates. 

CITY 

Atlanta 
Baton Rouge 
Boston 
Chicago 
Cleveland 
Dallas 
Denver 
Detroit 
Hartford 
Honolulu 
Houston 
Kansas City 
Los Angeles 
Minneapolis 
New York 
Philadelphia 
Portland, Maine 
San Francisco 
Seattle 
Washington, D.C. 

U.S. Urban Average 

PER CENT MORE SPENT 
BY ANCHORAGE FAMILY 

41% 
38% 
12% 
27% 
28% 
37% 
37% 
28% 
22% 
10% 
38% 
33% 
29% 
34% 
14% 
28% 
30% 
22% 
25% 
29% 

31% 

Based on information supplied by the U.S. Department of 
Labor, Bureau of Labor Statistico. 
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NL\TION& MID 
WTEnNL\JlON/lL 
CONDmONS /lND EVENTS 
NF€CT1NG /ll..J\SKJl'S 
ECO NO~ 

U.S. ECONOMIC RECOVERY 

Economic recovery in the "lower 
48" is well under way, with the rise in 
real economic growth during the rirst 
half of the year surpassing expectations. 

Nevertheless, despite its initial 
strength, the recovery has commenced 
to lose speed, and the economy Is not 
yet back to prc·recession peaks. The 
unemployment rate in May stood at an 
unacceptable 7.3%, and U. S. manufac· 
turing plants arc operating at less than 
three-quarters capacity. Housing starts 
are up considerably from their eight· 
year low at the encl of 1974, but still 
remain at an avt!rage annual rate of 
appro:<imately 1.4 million starts. This is 
far bulow the annual rates in excess of 
two million units during the early 
1970's. 

Allhough slow;ng. the nation's eco· 
nornic ndvance romnins strong. The 
mixed pcrlor mance of various economic 
indica1ors rflflcc1s :i switching in the 
sectors rosponsihle for the expansion. 
Consumer spcndin!J, wlilch lod tho 
f1dvancc dur 111!1 th1~ t ir$t hnl t of 1ho ycnr. 
is llt!ino rnplnr.cd by husincss investment 
which is oxpcctod to provirlu 1ho ma111 
impotus to urowth thu inq the Sf!C:oncl 
h11H. 

INFLATION 

Price incronscs nhatod co11sid11111hly 
durintJ most ol tho I rrst half of 1'111 yc.ir. 
but shot ll(I 1110111c11tJ11fy Ill MllY . 
011r111!} 1hc f11s1 qunrtc1 1fw rnlC of 
inff:111 on wns nhout half .1s 01 cnt as fa st 
year. Ooc.11 •• 0 tho 11x1romcfy lo\.\ in 

lfation r:ito of thl! flr~t 11uartc1 w;i; 
CJ used pr imilr ily by .in .1c; t11.1I tumpor ;.11 y 
docl1110 in loud 1111C1!<, 111111 hcc:i11s1i 
whohi,nlc prices :111' inctcas1n£J .11 il fnirly 
honlr hy d ip, i1 is cx1>oc1e<I tlrnt the r.11u 
of inf1:11 ion durinn tho \tJConcl half of 
1ho ycn1 will pick up ~01 1 11•whJt, hr inq 
ino tho IOIUI 111Cr(:(l'.f'S 111 PllCIJ$ for Ill!! 
yu,11 10 hotwo1J11 5% .met Ci'\,, 

Tito rtl tl' o t pr 1cu 1nr.10;-1s1•s m the 
U.S. in gunurnl is thu mnjor tuctor under 
lyinu thu rnlu of i11flut1011 111 l\lnsku. 
l\ccor<l111uly, pdcn rhos 111 l\laskn nrn 
oxpuctt:d to ahntc considoruhly this yr·m 
to l111c.Jcr 7% fr on1 llm v1111r·~ 1<ito ot 
11 1\1. 
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MONEY MARKETS: 
INTEREST RATES 

A normal phenomenon in periods o i 
economic recovery is rising short term 
interest rates as business loan demands 
pick up. After remaining at somewhat 
low levels longer than expected, short 
term rates rose strongly in May nnd 
June and should continue lo rise, 
though moderately, through the end of 
the year. 

Another factor underlying the up· 
ward movement of short term rates was 
a shift In Federal Reserve policy toward 
more restraint in increasing the money 
supply now that the economic recovery 
is well underway. 

Short term rates are expected lo 
increase by less than one percentage 
point by the encl of 1he year. This 
means that the New York prime rate, 
which moved to 7% in July, ought 10 be 
about 8%. Although the outlook lor 
short term rates is for n moderate 
upward trend, they can be expected to 
fluctuate somewhat during the second 
hall of the year. 

Long term rates me not expected to 
move significantly trorn their present 
levels. lncreasln!] ucmands for fong 1crm 
funds should he offsflt by n lowe1 
inflation premium rr.sulting from dimin· 
ishing long run in fl atiorwy oxpuc 
l:it ions. 

As the ratO of capnr.11y utili?.1tion 
rises toward its opt imum efficiency level 
of 901Ji. then.: is renson 10 hopn thnt tho 
11ccompnnyl 119 procluc1lvl1y l11r.1w1s1:s 
will rosult in continuing motl11r 111 inu 
prico inc11J{1sus. 

Stahlr. long w1111 r.)l!lS in •Jl'!•l:r.rl , 
;1ccompilniod by only mod1•r11to .:rowtll 
111 ho11siru1 slJr h. will l1lwly 11•sult in 
rnor l!J:l!Jc ra1t•s rcrn111nlr1u lr11rly st.1111•• 
1hrouohout 1hu c11d of the yoilr. Thc11• is 
somo hope tor J tfow11w,11tl tfr1ft 111 
1nor tua90 r .11c< ii 1nflat11111 1:011111111c\ to 
mocler.11r.. 

Investors will noto thut this foH•cast 
c~clh for J n:i11ow11111 uf lhc spruMI 
hOt\Vf'Cll long H' flll anti \hur t ICllll 1n1or · 
eu r.11es. This 1s r.onmtcrll with thr. 
fo111cJst of continued oconornic r11cov· 
c11v J111l ilhJ1i•1u 111 tl:itio11 . 

JAPAN 

After lagging behind the otner indus· 
trialized countries, economic recovery 
in Japan now appears to have reached 
full steam. Industrial production was up 
nearly 12% during the first quarter of 
the year over the first quarter of 1975. 
This is good news to Alaska's fishing 
and forest products indu~tries. 

The Japanese Finance Ministry an· 
nounced in June its intention to relax 
foreign exchange controls imposed 
during the 1973 oil crisis. The amount 
of foreign exchange a Japanese traveler 
can take out of the country will be 
doubled to 53,000. This should be a 
boost lo Alaska's visitu• industry which 
has seen only a trick le of Japanese 
following the heavy flows which 
reached an est imatecl 10,000 persons in 
1972. 

WORLD OIL 

Stton9 economic recovery through· 
out the inclus1rinlizccl world is being 
accompanied by risino oil consumption. 
During the fi rst riuarter of this year oil 
consumption in lhc major inrlus1rial 
countrius roso 4.1 % from the first quar· 
tor of 1975. Note on the accornp;.nyin!I 
chart that, cfcspilc strong cons1irvation 
measures and 11 rnrhl!r severe recession, 
U. S. crude oil imports hnvo con tinuetl 
10 rise drnmaticolly, tripli11!1 uv11r th f! 
Ins! five years.. 

Dospilo this urowinu dt!mlllltl for oil, 
the Oruanitotion of Pe troleum Export · 
inu Countnr)S ri.:lromccl from 1111sirl!J 
prir.11\ at i1s 1hrcr. ·dny mflotlnn in Rnfi, 
lndoncsin. nt 1ho oncl of May. Thoroforo, 
tho price likely will 1umni11 ill $11.51 
per harr ol thr011!1h <ti l1 ·o~ t thu nnd ol 
1hc yc:11. The ncx1 rn911lnr session ot 
OPEC is sc:hocJulcd lor December 15. 

Oil is now flowing from tho North 
Sen at 11cnrfy 200,000 llJfr ol$ por cloy. 
nmf f1111l rnr development is 1>r ococclinu 
s1rongly. This afonu wi th mo1c noorcs· 
sivc cxplorn l iori 1md llovolopmorit , par · 
ticularly by Norway omf tho Soviet 
U111011, and 1•xp:l11clc<J i11con 11vos for 
tl' r l1{11y rnr.ovory In th1• Unil1•fl St ull'~. at 
l oa~ I r aiscs 1 ho quos1 ion Jf o possibhi 
"ovor supply" by tho cBrfy 19BO's, 

Tlw world p11co ol oil is ot oroa1 
~runlficnnr.<: to l\lnska. If 1hu Prc;sldont 
nxcludos Prutlhou Ony oil fr om udmirm· 
wro<J pr icino (which hu hos until April, 
1977 10 <lo). 1hu prrco of our Nm th 
Slopo oil will vary wi th tho nrnrkot 
pr ir.o. Umlur 1lrosont oil and uus rovunuo 
~t11111t 11S, .1 0110 tfo ll11r ch.1n911 111 llW pric:1 



of oil means a change of nearly Sl 00 
million of revenue to the State of 
Alaska. 

Virtually all of the national and 
international economic events of the 
first half of 1976 have been favorable to 
Alaska. The dominant forces through· 
out the industrialized world have been 
strong economic recovery and decelerat· 
ing inflation. 

U.S. CAUClE OIL IMPORTS BY O'llGiN 
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11\'DUSTQ~ REVIEW 
Sum1nary 

Alaska's economic growth started the 
year on an extremely strong accelera· 
tion during the first quarter but, as the 
year has progressed, the initial signs of 
an anticipated growth deceleration have 
appeared very clearly. 

During the first quarter employment 
in the state grew 20% faster than it did 
during the first quarter of l<1st year, and 
personal income rose 53% foster than it 
did during the first quarter of ·j 975. 
Despite this initial exhuberance, certain 
lead indicators arc unmistakably fore· 
boding slower rates of growth for the 
year as a whole compared to last year's 
experience. 

Individual income tax withholding 
collections in the first quarter grew half 
as fast as during the first quarter of 
1975, and bank loans and deposits arc 
urowino only about three-fourths os last 
os they did last year. Additionally, new 
construction contrncts during Ille fir st 
livu months registered virtuully no gain 
over thC! same level of lost year. Finally, 
Swte spending, a major factor in Alas· 
ka's economic activity, will incrC!asc in 
fiscal vcnr 1977 at less than half the raic 
of its urowth in fiscal year 1976. 

The industry mix of Alilska's eco· 
nom1c growth is particularly interesting 
wi th some rather drnmatic chnnues from 
lnsl ycnr. This year the lorust products 
11nd fishinn industrir:s am uxhihiting 
consicfornhly greater vihrnnco thnn Inst 
year. On the other l111ncl, non·pipcllne 
related construction, the visitor indus· 
try, retai l and wholcsnlo t111clo nnd st:ito 
nover nrne111 spcmlina. all ol which con· 
tr ibu tcd to last yenr's ucono1nic ox· 
huherance, arc rngistorino C!i thor suh­
stnntially slower rates of growth or 
nbsolt11c declines. Potrolcum explor· 
ntio11 nnd clevclopmont 11ml pipeline 
construction havo houn st rong In both 
197!; ond I !HG. 

In Alnsk11's potrnloum industry the 
yuar's maior uvunts Include ( 1) d1ivulop· 
mon t 111 Prutlhoo llay In 11n ticlpntio11 of 
nex t year's production for which nonrly 
700 pcrmnncn1 omployeos nre being 
hired, (2) the $572 million fc<lornl off· 
shorn luaso sale in the nortlll!r n Gull of 
Alnska, (3) tho cntrnncc of n th ird 11ppli· 
cnm for permission to construct a 1111s 
pipeline to ship Pru<lhoo Bay natural gas 
to tho "lower 48", (41 around 1Jrunkl110 
101 construction of 11n oil refinery 111 
Nor th Polo, (5) tho Stutu's runuginu on 
S2G mill io11 o f oil nml 11ns lu11scs In 
Kochom11k Ray, (6) tho Prosldon tial 
order to ttanslC!r Nnvul Potroloum Ro­
ser vu No. 4 from tho Dcpar tmunt of the 
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Navy to the Department of the Interior, 
and (7) stepped up oil and gas explor· 
ation activity by eight of Alaska's 
twelve Native corporations. Approxi· 
mately twice as many wells are sched· 
uled to be drilled in Alaska this year as 
last. 

For the third year in a row the 
mammoth S7. 7 billion trans-Alaska oil 
pipeline project is the dominant element 
in Alaska's construction industry . Non· 
pipeline related construction activity is 
ra ther lackluster this year, with new 
construction contract awards registering 
no growth and residential construction 
activity in Anchorage off 20%. The 
chief cause of the slowdown seems to be 
fewer public projects in light of tighter 
fiscal reins at both the state und federal 
levels and fewer private pro jects because 
of ilrrested populiltion growth resulting 
from slower increnscs in governmen t 
jobs and 11 penking o f the influx of 
families related to the pirelinc project. 

Alaskn's fishing industry is reversin!J 
its mediocre performilnces o f the 
p:ist few years. Each ol Alaska's major 
fisheries, Sillmon, halibut ilnd shelllish, 
arc experiencing IJoth higher catch vol· 
umcs and risinu prices. As ii result, 
lislwrmcn throughout Alaska should 
enjoy a rel at ivoly good yoar. 

l\ s a rusul 1 of strong nconornic r u· 
covcry in bolh tho United States and 
J.1pan, Alnska's f0rcst proclucts industry 
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output is up considerably with first 
quarter lumber and cant exports rising 
38% over first quarter 1975 levels. 
Despite this short-run favorable news, 
however, some events occurred during 
the first half of the year with serious 
unfavorable long-run implications: 
Champion International announced its 
abandonment of its plans for a pulp mill 
at Berners Bay, Ketchikan Pulp Com· 
pany announced its intention to close 
its pulp mill by July 1, 1977, and the 
U.S. Forest Service announced its inten· 
tion to limit fut ure timber contracts to 
a maximum of 10 years. 

Alaska's visitor industry. which has 
soared over the past few years, is show· 
ing signs of virtually negliuible growth 
this year. Whereas business travel rs up 
somewhat, the flow of tourists to the 
state appears to be off signi ficantly. 
This has resulted from adverse publicity 
regarding the "pipeline boom" and com· 
peti tion from bicentennial rnlatcd trnvel 
to the Eilst. 

Alaska's distrib1•tive industr ics arc 
registering a mixed rcrlormance, with 
the dominant theme being declines. The 
flow of freight to Alaska is off slightly 
this year. However, freight volumes las t 
year were unusually wcat hcr.aus1! of the 
trnnsport of pipeline material and 
oq11ipment. Rc1;1il salus in l\nchor nue 
oncl F:iirhanks - par ticul;irly of !1111 able 
uoocfs - appear to lie clown sornnwlrnt 
from Inst ycrnr. 

l\VfnA C'a. llRS I ClUAflHO LMPLOVMCNT 
(El cludu Uniformed Mllltuy) 

:>OO 

0 
Yoar l!HO 101 11972 1073 1074 1975 10111 

Sourco Slllto Ill Allrnl.n Oopnrtmu111 
o f L11hor 

Reflecting an apparent concern over 
burgeoning "big government" through· 
out the country. spending increases by 
both federal and state government arc 
moderating in Alaska. The State fiscal 
year 1977 budget recently signed into 
law by the Governor calls for a spe,· :·11g 
rise of less than half the rate of inc1 _ase 
of fiscal year 1976. This abating activity 
in the public sector, which provides 39% 
of the employment in Alaska, is a major 
foctor contributing to the generally 
slower rate of economic growth being 
experienced by Alaska th is year. 

Tho Alaska Nat ive corporations have 
essentially completed their organization· 
al cffor~s and are now turning their 
at ten lion to long·run plans and invest· 
ments oriented toward cstablish i11g ancf 
maintaining their economic viability. 
They have made major investments in 
existing Alaska operations of all types 
and arc vigorously pursu Ing programs 
oriented toward resource development. 
Eight of the twelve regional corpora· 
tions arc actively engaged in oil and gas 
exploration. 

As of Mar ch 31, 1976, S283. I 
million had been pi!id into tho Al;1ska 
Nativr. Fund, slightly less than one-third 
of the tot;il required by the Alaska 
Native Claims Settlement Act of 197 1. 
Convnyance ol lands to tho Native 
corporations is proceeding moro slowly 
with less 1h;111 onu million ucros of the 
tot al '10 1111llio11 ;1crcs trnnsferrcd. 
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The Anchorage economy is exper­
iencing considerably slower growth than 
the state as a whole, with employment 
rising in the first quarter at half the rate 
of the statewide pace. Fairbanks exper­
ienr.ed virtually no employment growth 
during the first quarter of the year over 
the same period in 1975. On the bright 
side, inflation is abating in Anchorage, 
coinciding with the national trend. In 
fact, price increases have been decelerat· 
ing continuously since peaking in April 
of 1975 at the annual rate of 15.6%. 
During the year from April, 1975, to 
April , 1976, the Anchorage Co11sumer 
Price Index rose 7.8%. This suggests that 
price increases for the year 1976 ought 
to be slightly under 7%. 

Making generalizations about Alas­
ka's economy is particularly dangerous 
1his year as the rnles of growlh and 
levels of activity relative to previous 
years vary considerably from industry 
to industry and region to region. Never· 
tlwless, for the stale as a whole, the 
general trend appears to be one of 
mouerating growth. 

Petroleum 

The prime locus in Al nsko's pr.Ito· 
lcum industry during the first hull o l 
the year includes ( 1) contim11)d develop· 
mont 111 Pruclhoe 13ny in ontit:ipotion nf 
next ycor's production and 121 tl•e $572 
million fudonil o f lsho1 o loose solo 111 tho 
northern Gulf of Alnsko. 13ot h o f 1hose 
lmportnnt occ111 ronr.os support the 
mojor co11 trihutio11 the potroloum imlus· 
try is makill!I towMd Aloskll's conti11ue<I 
economic orow rh. Approxlrnntoly twico 
ns mony wulls oro schutlulud to ho 
<Jr,1lctl in Alaskn this yonr ;rs Inst with 
obout 011o·thhd to Ix: wlldcnts oncl 
two·rhircls to bo clovclupmo111 w11lls 
Aho111 150 devolopm1m1 wells will ho 
nocessory to brinu the volumo throuuh 
tho trnm Aloskn pipulino up 10 1.2 
million harrol~ p1lr tiny hy the Oilcl r. f 
1077. 

NORTH SLOPE 

Curron tly on tho North Slopo Anco 
nn<J 13P Aloskn, tho two oporator s, nre 
propi11 in11 tho flold 01111 production lncil· 
it los roqultod 10 OcCOllllllO<lntu 11111 1977 
oil fl ow. This sprlnn OP nncJ ARCO 
110111111 hirinu tho 080 pormn111111t um 
ployuos 1 oqull'Od for h' ltlnl pr od11r. t 1011 
of PrucJhoc Buy oil. 

GULF OF ALASKA 

On April 13, the first Alaska Outer 
Continental Shelf oil and gas lease Sc1le 
was held. The sale brought 
$571,871 ,586.92 in bonus bids on 81 of 
the 189 tracts offered. However, five 
bids were subsequently rejected as too 
low, bringing the net sale figure to 
$559.8 million. In terms of the number 
of tracts acquired, ARCO, Shell 11nd 
Exxon were the big winners. 

While the Gulf of Alaska is rated best 
by the industry for the entire Uni. ted 
States in unexplored resource potential, 
it is also rated worst by the Council on 
Environmental Quality in 1erms of risk. 
This was one of the factors underlying 
the State of Alaska's opposition to the 
oil lease sale. The second reason wa~ the 
Slate's desire for a share in the revenue 
from OCS activity. Congress has passed 
il len·year, St billion impact loan pro· 
gram providing offshore impoct aid fo r 
coastal states. The cooslill communities 
of Yakutat, Seward, and Cordova arc 
receiving considerable a11ontion os sup· 
port activity lrnscs and are ueorin!J up 
for an anticipated doubl in!J or tripling 
of therr sm;ill popula tion levels. Ncvur• 
tholr.ss, it is cxpr.c1ed thar it will be four 
to 1011 years he fore any oil pro<Juction 
will occur in the Gull ol Alilsk;i 

FUTURE LEASE S/\Ll!S 

Al tho prnsont timo tho Dop11r1mon t 
ol Interior is considorinn tho fo llowill!J 
iltlditional lease solos on tl10 Outer Con 
t111untal Shull ul f Ala~ka : ( 1 I 5G'1 trot: t ~ 
111 the wostu111 Gull rnntativ1ily sclrnd· 
ulcd for Dcccmhor, 1970, hut rnquostcd 
Uy N111 ivu urouµs to llu dcloyud; (2) 152 
tracts in lhu southurn 1w1Hhirrls ol 
Cook lnlot for tho wln ror 111 1 !)77: l11)tl 

(3) 200 trncts in tho southonstorn 
Rcn11u Seo for solo in tho loll of 1077, 
hut rcpor rod 10 bo po~tponr.11 1111111 
1978. 

In anticipation ol this lust salu, 
AflCO Is uslno the worlcl's lnr •rO$t ~cmr· 
s11hmursihlo dri ll ino riu this July for 
str ll tiuraphic tus ts in 1110 St. Gooruo 
nnslrl. This drllli11u ,., for tho Co111lno11· 
ral Ollshoro S1rn1iaru11hic Tosi Group, n 
cooporntivu rosoorch vonturo open to oll 
l11rnrost1icl p111 t 111~ . 

COOK INLET 

This spring the Legislature voted to 
negotiate the repurchase of S25 million 
in oil and gas leases in Kachemak Bay 
and imposed a one-year moratorium on 
oil and gas exploration there. During 
this moratorium the State intends to 
reacquire the leases it sold in 1973 by 
negotiation or, if necessary, eminent 
domain. This legislative action was en· 
couraged when the jackup drilling rig, 
George Ferris, became mired in 82 feet 
of clay. The legs of the rig were severed, 
and it is now being floated to the West 
Coast. 

Elsewhere in Cook Inlet, Union Oil 
Compt1ny has contracted a Global 
Marine drill ship for exploratory drilling 
in the Redoubt Shoals area. 

NATURAL GAS 

The major event so far this year 
rola1ed to Ali1ska1s nt1tural gas was the 
emergence of a third proposed route for 
transporting Prucihoe Bay gas to thl! 
"lower 48." Nonhwest Pipclinc Corna· 
ration of Salt Lake City announced its 
fil ing ol an application with the Fcdornl 
Power Commission for permission to 
construct a pip1?1in1? riorallcl to tho 
tr ans·Al.1ska oil pipclino from Prucfhoo 
13ny to approximately Foirhonks where 
It would rum cast and follow tho /\lasko 
Hiuhwoy Into Canada, enter inu tho 
Un irnd St/lies '1hro119h ox ist lnu systems. 
Th is is tlw very rouro found mosr 
urwiro11rne111ully dosrrahlo hy tho srn fl 
of tho FPC whu11 uvaluatinu tho other 
two proposals hy Alaskan Arctic Gos 
Study Comp1111y 1111<1 El J>nso Alask:1 
Compn11y. 

Supporters of tho El Paso linns· 
/\l,1~ka 1uu1t1 hnvo boon advocatina thu 
St.110 commr t 11• 1oy,1lty !ll'IS to that 
routl'. However, the Stotc hos nor mndn 
any co111111l tmont ol its North Storm 
roynlty uas, olthOu!Jh In Arr ii it sold its 
nor th Cook Inlet royalty ons 10 Alosko 
Prpulino Company lor distrih11tion to 
Anchor noo and tlw north Konai Pon in· 
suln. 111 Juno, tho FPC hcgon horirinos 011 

Pncrflc l\IO$k~ LNG's opplic.i tion to 
purchnso rhr: r omoininu 1111cornmi ttud 
Cook lnlot uns reserves fo r llquofoct 1011 
111 n propos1Jd S660 million pion! 11 1 
Ko1101 110111 wh ich thu uns would ho 
shipped to Cullfornlo. A <locision rs nut 
ux poctucl until eorly nux t yonr . 
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RE FI NING 

Tesoro-Alaskan continues the expan· 
sion of its refinery at Nikiski. Some 
products from this refinery will be 
shipped the 68 miles to Anchorage 
through a new ten-inch common carrier 
pipeline now under construction. The 
line, which will cross under Turnagain 
Arm and cost approximately S19 
million, is scheduled to be ready for use 
this fall. 

In June, ground breaking ceremonies 
were held for Energy Company of 
Alaska's refinery at North Pole. The 
refinery, the first phase of which is 
expected to cost over $30 million, will 
use North Slope crude oil for the 
manufacture of a broad range of prod· 
ucts for consumption in the Interior, 
excr.pt for asphalt which will be shipped 
to Anchorage. 

PET 4 

This spring the President ordure· tho 
transfer of Naval Potroloum Resorvt No. 
4 from tho Department of the Navy lo 
the Department of Interior. This area 
will be called the National Petroleum 
Reserve in Alaska. Pot 4 hos scr.n sorno 
exploratory cJrlll lno this year; however, 
of the first two wells. one was "non· 
commercial" anti tho other 11pparo11tly 
wos o dry holo. This wintur should sec 
<hilling of five uxploratory ;mcl two nas 
wells. 

To summarize the current petroleum 
1>icturc in Alosko : both clovolopmont 
aml oxplorntion arc strong this yu;1r . 
This results from fivo factors: ( 1 l n11tici· 
pated complet ion ol tho trmis·Alnsko 
pipulino next year; (2) tho rocont Gull 
of Alaska lease sale; (3) sovurnl fodurnl 
loaso sales schoclulncl for offshoro Alas· 
kn; (4) the Pot '1 prournm; and (5, ux· 
plorntion activity by tho Nativn corporn· 
lion~. Thr.sc clonlonts not only undorlio 
thr. prcsc11t strn1111th of the putrolullm 
industry in Alaska, but also ossuro its 
co111i11uod hcnlthy orowth. Alnskn's oil 
ancl gos pornntinl Is huoc ns inclic11 tucl by 
the llCCOflll)llnyin!f \jr:JJ)h. 

1975 VOLUME OF Wl.fOH OIL flELDS 

(f' ~elude• tll• votum• of oll In pool• h.vl1111 an ulllm•I• 
r•Hn• of 1•11 lh•n 100,000,000 b•rr•l•I 

Alnsku 
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Sou1co; Tl10 011 ancl Gos Journnl. 

Construction 

Alusk;i's construction industry is ex· 
hibiti11y loss fervor this year than last. 
The trans·Alaska oil pipeline project is 
now over half complctr.cl, fewer uovcrn· 
mofll projects exist, nncl clcveloprncnt in 
tho privnto sector has slowcc.J consic.Jcr· 
;1bly. 

TRANS·ALASl<A 01 L PIPELI NE 

Agnin this yoar tho lar ,,ust s"y111u11t in 
Alaska's constructio11 in 'u)lry is thc 
trans·Alaskil ,i 1 plpuli11c proj11c1. Ovr.r 
hall ol rhn 7' ·mile, $7.7 hllllon project 
h11s hr.011 o .. plctccl, nnd oil is expected 
to flow in July of next yoar. 

As tho sprinu construction buua11, 
1111y Urrny of rnochlnos 1111cl uvor 20,000 
men nncJ women wr.rc mobi lized nnnin 
to cnrry on this immense 011torp1 iso. Tho 
work fo1co ranched its mnx11nw11 in M:iy 
of thrs year instead o r August .is It <llcl 
losr yeor. 

Al though thu pipolino wultls h~rvu 

r ucoivcd co11sidcrabh: puhlici t v ond 
ottontlon, vlr tunlly 11 nooHglhlr. number 
of the 30,800 rnnlnlim,1 fioltl oir th wolc.Js 
h11vu boon t1011J r11\ii1cd 10 111: hr.low 
sronclorcl. 

HEAVY CONSTR UCTION 

In non-pipeline construction work, 
activity has been predictably about the 
same level this year as last, with approx· 
imately $95 million in new contracts 
awarded during the first five months. 
This leveling of heavy construction 
activity results from a reduction in 
government contracts as well as a hold· 
ing back in the private sector as develop· 
ers anticipate a general slowing of the 
ecomony over the next two years. 
Nevertheless, some notable projects are 
underway including the Chena River 
Flood Control project, the federal build· 
ing, and refinery and power plant near 
Fairbanks, and the federal building and 
highway projects in Anchorage. High· 
way construction should pick up as n 
result of more than Sl 00 million in 
fodernl I unds nppropriatecJ for Alnskn. 

RESIDENTIAL CONSTRUCTION 

Resiclontiul construction is off sornn· 
what t11is year as a r osult or the suhsid· 
ing Influx of pipoline·related workers 
nnd !JOVCrnmcnt employees, the chir~I 

r.ouse of Alnsko's housing boom over the 
post two years. In Anchorage, rr?siclen· 
tial buildinn pormit values were down 
20% through May of this year. The 
accompanying !Jl'Oph reveals tlrn lownr 
level of building pormits in Anchornw: 
lhis year. Althouyh tho avr.r;:ige sellin!J 
price of houses listed with the Anchor· 
ngo Multiplu Listinu Service hncl ris1!ll to 
$63,000 or 12.2% <ilmvo last yuar during 
th1: fil'sl riuar tt:r, it is taking about n 
week longr.r 10 snll n hou~c this yoor on 
tho llV(!ril!JO. 

Approximately 80% of thu funds 
which finance Alnsko homes come from 
outside tho state. Consequently, on 
nbund;mt supply of mo11oy has houn 
av<Jllllblo to Alaska's home buyers rosult· 
i110 fr om relotivoly low demand for 
111orl1JU!Jl!S in tho ol lrnr states cornhinutl 
with o huuvy flow of hmc.Js into suvin{ls 
institutions. 1 lowcvor, hy Mny tl1u sav· 



ings inflow appeared to have leveled, 
and housing demand outside Alaslrn had 
picked up considerably. At the same 
time, the Federal Reserve adopted more 
monetary restraint causing rising short 
term rates, raising the specter of possi­
ble disintermediation. As a result, the 
mortgage money situation is tightening. 

In the construction industry, Alas· 
ka's largest basic industry even when the 
pipeline workers are subtracted, activity 
depends largely on government spending 
and private development. Both are 
decelerating, creating a less than banner 
year for the non·pipeline ,;;lated sector 
of this important industry. 

ANCHORAGE AREA SINGLE FAMILY 
RESIDENTIAL BUILDING PERMITS 
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Fishing 
Alaska's fishing industry, which has 

not fared well over the past few years, is 
expected to register a healthy perform· 
ance this year. Both volume and prices 
are expected to be above the levels of 
last year. 

SALMON 

This year's salmon catch is predicted 
to total 37.8 million fish. about 50% 
above last year's level. This represents a 
continued upward climb from the 197 1 
low of 19 million fish. Nevertheless, it is 
an extremely low catch in the perspec· 
live of the 100 million fish harvests of 
the 1930's. The chart on the following 
page presents an historical view of 
Alaska's salmon harvests. 

This year's improved catch will be 
reflected throughout Alaska except in 
Southeastern which has not yet recov· 
ered from floods and severe winters of a 
few years ago. Bristol Bay is expected to 
have another good return of red salmon, 
and Kodiak, where 320 salmon boats 
operate, should experience good pink 
runs. Prince V1illiam Sound is forecnst to 
have imprc.vecl volumes of buth pink 
and chum salmon. 

U.S. mnrkets have fnced low supplies 
of salmon resulting from the lowl.'r 
returns of the past few years, an adverse 
court decision affecting Washington 
trollors, and a long fishermen':; strike in 
Cordova. This low supply, accompanied 
by rising demand based on higher dis· 
cretionary spending throughout the 
United States, has brought about im· 
proved prices for salmon durinu the fir st 
half of 1his yenr. Prices should continue 
their upward movement into the second 
half of the year until the new pnck 
starts to enter the market. The initial 
si!lnS indicating extremely strong returns 
of salmon suggest that present market 
condi tions could be reversed by fall, 
with possible price declines. 

To help rebuild Alnskn's fail inu 
salmon fisheries tho State legislature 
approved this year o $200 million non· 
profit hotchcry loan bill ond a S29 
million bond proposal for State hatch· 
111 ios. 
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SHELLFISH 

Initial indications suggest that har· 
vl..:~s of crab and shrimp should be 
excellent this year. Higher volumes are 
being accompanied by price increases 
for the same reasons salmon prices are 
rising. Kodiak, where about 90% of the 
seafood catch is shellfish, ranked eighth 
nationwide for commercial landings last 
year. 

As indicated on the accompanying 
chart, shrimp and king crab comprise 
th1J major portion of Alaska's shellfish 
catch. 

HALIBUT 

The International Pacific Halibut 
Commission recommended placing the 
1976 quota at the same level of last 
year's 25 million pounds for the area 
including Alaska. The increased landings 
last year appeared to suggest that 
healthy recovery of this resource is 
beginning, although landings are still 
down from the highs of the 1960's. 

Identical to the situation facing 
salmon and shellfish, relatively short 
supplies of halibut accompanied by 
strong demand are resulting in price 
increases. K ~iak halibut fishermen 
have set prices with Seattle and Alaska 
processors at $1.29 pl!r pound, 10 cents 
higher than last year's closing high of 
$1.19. Interestingly, halibut prices ore 
now higher than those of certain small 
red and white salmon. 

Tim rising demand for halibut rn· 
fll!cts on increasl! in acceptability of 
bottomfish 011 the part of tho Aml!rican 
consumer. As a rnsult, increasing nurn· 
bl!rS 'r Alaska fishermen arc goin!) after 
bottomfish. It is cstimall!d that between 
two and five billion pounds of bottom· 
fish nrc harvested from Alaska's conti· 
ncntal shelf each year, nlmost all of 
which are caught by foreign fll!ets. In 
April, 179 Japanese and 147 Russian 
fishing vess\!ls were sighted operating ofr 
Alaska's coast. 

LIMITED ENTRY 

Entry into Alaska comml!rcial fish · 
cries hns boon regulated for abou t o year 
anti onl!·holf. Although there has boon 

no resolution of the mixed feelings 
regarding the somewhat controversial 
legislation, this November an initiative 
to repeal the limited entry law will be 
placed on the ballot. 

As of April, about 6,700 limited 
entry permits had been issued from a 
total of 94,000 applications received. 
This wide discrepancy is somewhat mis· 
leading, however, for it is reported that 
only 14% of the eligible fishermen did 
not receive a permit. Nearly three· 
fourths of the permit holders are Alas· 
kans. 

Already some of the permits have 
been bought and sold with prices rang· 
ing from a low of $1,000 to a high of 
$11,035. The average price for drift gill 
net permits in Southeastern Alaska has 
been $9, 100; for purse seine permits in 
Prince Willian Sound, $7,600; for gill 
net permits in Cook Inlet, $2,200; and 
for gill net perm its in Bristol Bay. 
St ,000. In January, 1977, the State of 
Alaska will assess the buy·back prices as 
fishermen sell their permits back to the 
State. The acquired permits will be 
discontinued in order to limit gradually 
the number available in any particular 
fishery. 

Alaska's limitccl entry law has hecn 
given credit for reducing the potential 
problems arising from the decision by 
Judge Boldt in Washington State giving 
50% of that state's salmon horvust to 
the Indians. It was fnorcd that this 
decision would result in a strong north· 
ern miuration of Washington fishermen. 

200-M I LE LIM IT 

On April 13, 1976, tho President 
signed into the law the 200-nouti~al· 
mile exclusive fishcril!s conservation 
zone interim bill which will be in effect 
unilaterally until tho United States signs 
a comprehensive Law of tho Sea treaty. 
Enforcement is to commence on Morch 
1. 1977. However, implementation of 
the law may not ho possible by that 
date if certain cxistinn fishing treaties 
between the United States and other 
countries have not been ronl!yotlatl!d. 
This law rnflects concern over alleged 
overharvcsting of Alaska fish by foreign 
vessels, particularly JuJJanoso. A r•ccont 
study in Jaran est imated that nearly 
one·fifth of Jaran's total senfooll lrnr· 
veH comes from within the 200·mile 
zone off Alaska. 

In general, it appenrs us if both thu 
short run and long run outlooks for 
Alaska's fishing communities ar o bright· 
ening. 
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ALASKA SHELLFISH CATCH BY SPECIES 
1974 11nd 1975 Avflrnge Mix 

Shrimp 3K King Crab 
38"' 

T•nnel' Crab 
21 ·~ 

Scnllops 0.2% 

Oungoness Crnb 2% 

Source: Slnlo of Aln"ke Dopnrtmonl ol 
Fish nnd Gnmo. 



Forest Products 
Despite some grave problems threat· 

ening the very existence of Alaska's 
forest products industry, th is year's 
production levels and prices are reflect· 
ing improvirg market conditions in both 
the United States and Japan. First 
quarter lumber and cant exports from 
Alaska were 38% above the level of the 
first three months of last year. 

The short run favorable news, how· 
ever, is overshadowed by three unfavor· 
able events: a court decision restricting 
clearcutting; severe environmental re· 
quirements threatening the continued 
operation of the Ketchikan Pulp Mill; 
and the announcement by Champion 
International to abandon plans for a 
pulp mill at Berners Bay. 

CLEARCUTTING 

In late December last year the U.S. 
District Court ruled to uphold the 1897 
Organic Act which in effect forbids 
cleorculting as it is now nrncticed on 
portions of particular national forests. 
The case dealt with a distinct Alaska 
sale on northern Prince of Wales Island. 
Both the forest products industry and 
the U.S. Forest Service arc displeased 
with the clearcutting ban as both agrec 
clearcutting is the most appropriat1? 
silvicullural system in southcnstcrn 
Alaskn forests. This decision. if anpcnlecl 
and uphold, could ups!!t tho en tire! 
sou theastern Alaskn forest nroductf. 
industry. Unlike other regions in tlw 
U.S., whore a significant portion of the 
commercial timber is on state anti 
private lands, in Alaska 95% of the 
merchantable timber is on federal lands. 

Currently the U. S. Snnatc is wres· 
tling with this problem, cnclcavorin!J to 
rcnch ii compromise between tlrn Ann· 
cJolph Bill, which is hiuhly environ· 
numtalist oriented, nncf the Humphrny 
Bill, which woulcJ taku a considcrnbly 
less restrictive approach towurd c:lcm· 
cutting. Like m<1ny issues which h:ive o 
orcat impact on Alaska's fuwro, this 
matter will be cleciclocl In the hulls of 
Connrcss. 

ENVIRONMENTAL 
PROTECTION REQUIREMENTS 

Both e>f Alaska's large southeastern 
pulp mills are facing strict requirements 
handed clown by the Environmental 
Protection Agency. The Alaska Lumber 
and Pulp mill in Sitka has been required 
to install a multi-million dollar second· 
arv waste water treatment facility which 
will add $37 per ton to the cost of 
producing pulp at that mill. 

Ketchikan Pulp Company, which 
employs one·fourth of the job holders 
in the Ket1;hikan area, has nnnounced its 
intention to close its pulp mill by July 
1, 1977. This decision rr:sulted from 
( 1) an EPA requirement to add $32 
million or investment in secondary 
waste treatment facilities; (2) uncertain 
future log supplies resulting from ad· 
verse court decisions regarding clear· 
cuttino; and (3) somewhat unfavorable 
market conditions. Following consider· 
able testimony by Ketchiknn residents 
at public hearings In that community, 
the EPA granted a delay in enforcement 
of the roquiremen ts until January 1, 
1977. 

PULP MILL PLANS 
ABANDONED 

In ane>ther blow to the forest prod· 
ucts industry, Chnmpion International 
and the U.S. Forest Service have a!Jreed 
to terminate their 50-year, 8.75 billion 
board feel contrnct. This was tho l;irgost 
timber con trnct c:onsummntccl in tho 
history of the Forest Service. After six 
yeilrS or vigorous lili!]iltion by the Sicrr,1 
Club in h!doral courts, Champion nskod 
to withdraw its bid. Aclditionally, 
portions of tho contrnctetl timber lands, 
which oxcccdi?d a million ilcrcs, qualify 
lor selection hy Native corporations 
within the !icnlosku 1 euion under provi· 
sions of tho Hl71 Alaska Nativo Claims 
Sculomenl Act. 

The U.S. Fornst Sorvico has imposed 
11 inor:11or•iurn on timher sales in Alaska 
for at lonst two yuars, pcntlinu com· 
plction of ii land·use plnn lot lhu 
Tongnss Notionol Forest. Further, tho 
U.S.F.S. recently announced a major 
policy decision which will <1lte1 sub· 
stantially tho very wucturc of Alasko's 
forest products industry. Future timhor 

contracts will be limited to a maximum 
of ten years rather than 5U years. This 
means that firms interested in a major 
wood proces$ing complex will be unable 
to obtain an assured supply of logs 
sufficient to justify a large operation. 
Accordingly, under present U.S.F.S. 
policy, any expansion of Alaska's forest 
products industries will be limited to 
relatively small mills. 

9 
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Visitor Industry 

Reports from throughout the state 
this spring indicate a very slow start to 
Alaska':; tourist season. Initial indica· 
tions suggest a possible drop·off in the 
number of visitors coming to Alasj<a th is 
year with a significant number of pack· 
age tours having been cancelled. Passen· 
ger traffic through the ALCAN Port of 
Entry d1?c1 eased 12% in the first quarter 
of this year compared to the same 
period hist year. 

EXTEFINAL FORCES 

The cause of this year's reversal of 
recent climbing trends is twofold: 
(1) the adverse publicity given Alaska 
from dramatic stories in publications 
throughout the country on the 
"pipeline boom," and (2) competition 
from east·bound bicentennial travel by 
westerners who traditionally supply the 
major portion of Alaska visitors. 

On the positive side, strong economic 
recovery in the U.S., accompanied by 
slowing inflation, is resulting in notice· 
able increases in real incomes. This 
means greater portions of family in­
comes going to discretionary expcndi· 
tures such as travel. Throughout the 
country airline trnvel is expected to rise 
6% and the number of Americans takinu 
cruises is forecnst to increase ol>out 9%. 
At Anchorage and Fnirbanks lntllr· 
national Airports, air posscnuur traffic 
topped three million last yeor, register· 
ing almost ono million during tho third 
quortur. This y1n1r, combined Fairbanks 
nnd Anchorngo olr passenger truffic is 
running obout 14% nheod or lost ycnr. 

Tho net result or this combination of 
possitivu ond noga tivo I actors, ns osti· 
mated hy tho Alaska Visitors Asso­
ciation, is that 11pproxim111oly 300,000 
tourists should visit our state this yoar. 

LEGISLATION 

Congress has authorized the Klon· 
dike Gold Rush National Historic Park 
with Skagway, the Chilkoot Trail, and 
White Pass Sections in Alaska. In 
Canada, proposed maritime legislation 
could halt round-trip visitor travel be­
tween Whitehorse and southeastern 
Alaska beginning next season. 

This year's lackluster tourist season is 
expected to be simply a momentary 

interruption in a longer term escalating 
trend. A recent NATIONAL GEO­
GRAPHIC Magazine poll revealed Alas· 
ka is the place readers most want to 
know about. Additionally, the Super· 
intendent of Mount McKinley National 
Park has reported receiving twice as 
many inquiries this year as last. Finally , 
the flow of Japanese tourists i~ expected 
to resume next year when foreign 
exchange restrictions are reduced by the 
Japanese government. 

TOTAL PASSENGERS AT ANCHORAGE AND FAIRBANKS INTERNATIONAL AIRPORTS 
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Distributive Industries 
In general, the trade and service 

industries which support th2 basic in· 
dustries and government sector in Alas· 
ka are exhibiting decelerating rates of 
growth. 

RETAIL AND 
WHOLESALE TRADE 

Retail sales in Anchorage and Fair· 
banks are showing less exhuberance 
than last year. Reports from retailers in 
both communities suggest thul pur· 
chases of consumer durablos during the 
first half of the year were down some· 
what from the same period last year. 

Reflecting the overall deceleration of 
the stnte's economic growth, the in· 
crease in bank loans and deposits slowed 
during the first quarter. This year's first 
quarter 101111 levels were 16.2% ahove 
those of 1975 which had increased 
22.4% over those of 1974. Deposits 
t!Xhibitod n similar pntturn, i11cronsing 
17.3% lnm the first qu;1rtcr of 1975 to 
the first quarter of 1976, compared to 11 

23.0% increase from the first qunrtcr of 
1974 to thu first quarter of 1975. This 
decelerntion in the ra lO of !.1rowth of 
loans ;md clr!posits is expected to con· 
tinuc throuuhou t tho ycnr. 

In 1969, the year of tho Prudhoe Bay 
least! sale, 1111d in 1974, ~ t.1 r 1up of 
t1 11ns· /\l oska µipe l 1110 co11s11 uction, the 
nnnunl :ivoi.100 r ;11e of chnnoo in Alnsk:i 
1>1111k deposits increased drnrnoticnlly, as 
rovoalod hy tho graph 011 pnoe 12. 

The ol>ll it y of Alaskn ho11 ow1!1 s to 
cu1npoto for lunt.ls w;is 11irlucl th is sprinn 
when tho Lcoislaturn omunclud thu 
Slllte's usury law to ch1111uu tho lloati11!1 
formula for max imum 1atos on loans 
under $100.000 to llvo poi cor1t11f11l 
points nhovn tlrn fccJcrnl cl lscount 1 il tu 
Im ono to lour lomlly 1osicluntiol lonns 
nnd 5\/, po1 cont1100 poi111s olJovu lhu 
discoun 1 rntu lor cu11111101 ci11I loon~. 

TRANSPORTATION 

Of great significance as an indicator 
of general economic trends in Alaska, 
1976 marked a reversal in the flow of 
household goods to and from Alaska, 
with outbound volume exceeding in· 
bound volume. 

The flow of air freight to Alaska is 
oH this year. From the first quarter of 
last year to the first quarter of this year 
air freight volumes in Anchorage and 
Fairbanks decreased 31.4% compared to 
the 85.5% increase of the previous year. 
(See the accompanying graph.) The first 
half of tho year saw numerous applica· 
lions for route authorities presented to 
the Civil Aeronautics Board by airlines 
serving Alaska. Western Airlines applied 
for nonstop service between Anchorage 
ant.I San Francisco and to rosumt:? service 
to southeastern Alaska. Wien Air Alaska 
also has oppl ied for an exemption with 
the CAB 10 servo Ketchikan nml Snattlc. 
Alaska Airlines added nn acldltional two 
round·trip flights hetwocn Seattle· 
Anchornue·F oi1 hanks. 

Rail frniuht fell nlso durinu the first 
quartor of the ycnr compared to lhe 
same period in 1975, clccrnnsino OA 'X.. 
This almost 500,000·ton level is. none· 
thclcss, 26.8% above 1!)74's first quar· 
tet, as <Jupic; tctl on thu cha1 t on 11ane 12. 
It ~lwulcl he kopt 111 mind that lhl! 
/\laska nallrottd WilS usutl heavily fol 
trnnspo1 t of ciil pipulinu 111a1crial ;rncl 
L'<Jt1ipme11t. Thorulorc, this dara is hi11h· 
ly biased IJy tho foct that pipul1no 
r.011s1111ct lon hns passed the hnllwny 
rx>int. 

The Alaska Railroad, one of two 
federally owned railroads, has ordered 
212 additional flat cars and hopper cars 
to update the rail fleet this year at an 
approximate cost of $3.7 million. Also, 
a S152,000 spur from Palmer to the 
Palmer Industrial Park is planned for 
summer operation. 

Sun Shipbuilding's second large roll· 
on·roll·off trailership started service this 
summer. Totem Ocean Trailor Express, 
the operator, has moved its southern 
terminus from Seattle to Tacoma where 
it will create about 240 dock jobs. This 
resulted from the Seattle longshore· 
men's refusal to take n manpower t rain· 
ing program which TOTE requested to 
speed up ship loading time. 

In anticipation of heavy tanker 
traffic between Valdez and tho West 
Coast commencing next year, tho Alas· 
ka State Legislature passed a law requir· 
Ing sophisticated navigational radar nnd 
nnti·collision systems along with heavy 
11ssessmc11ts for not providing double 
bottoms, segregated ballnst tonks, nnd 
uxplosion deterrents. Ono obvious result 
of those now requirements, some of 
which arc believed to bo counter· 
productive, is to inc1 case the cost of 
fuel to American consumer s. 

Construction hns begun on tho throu 
LORAN·C radio nnvigat ion systems 
which will assist ocunn lnnkors trnvolinn 
butwoun California and Alnska. Total 
cos t for tho three Alnsk11 srnt lons ncnr 
Kotchikan, Tok, nnd Kocllnk lsloncl is 
$1'1.2 million. 
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COMMUNICATIONS 
AND POWER 

RCA Alaska Communications has 
completed two more major satellite 
ground facilities. These combine with 
six others to link all of southea~tern 
Alaska for the first time into one 
civilian communications system. In 
June, RCA Alascom announced con· 
struction plans for 50 satellite earth 
stations in rural communities this year . 

In February, the Governor's special 
task force recommended that the 
Watana and Devil Canyon hydroelectric 
projects were feasible. The project as 
currently proposed calls for the first 
dam to be completed in 1986. 

Preliminary work will begin this sum· 
mer on a study for the Federal Energy 
Research and Development Adminis· 
tration of Cook Inlet tides as a source of 
electrical power. 



Government 
Government spending continues to 

be the underpinning of Alaska's econ· 
omy. Federal, state and local govern· 
ment, which provide 39.% of the jobs in 
Alask11, are continuing their massive 
swell. 

STATE 

The State's Fiscal Year 1976 spend· 
ing, which ended on June 30, is esti· 
mated to be nearly 30% greater than 
that of Fiscal Year 1975. The Fiscal 
Year 1977 budget which commenced on 
July 1, calls for approximately a 13% 
increase in the level of spending over 
that of Fiscal Year 1976. 

The current level of State spending is 

seven times f.1reater than it was imme· 
diately prior to the 1969 Prudhoe Bay 
lease sale. In the three years from Fiscal 
Year 1974 to Fiscal Year 1977, State 
spending has doubled. Today, while 
Alaska's rer capita personal income is 
only about one-fourth greater than the 
U.S. average, the State of Alaska on a 
per capita basis spends nearly four times 
as much as the average state and em· 
ploys three times as many people as the 
average state. 

As indicated in the table below, the 
petroleum industry presently pays for 
over half the spending by the State of 
Alaska. Note that this is before any 
production from Prudhoe Bay. 

FEDERAL 

Although state governn1ent has been 
the most rapidly growing part of the 
public sector, federal government is by 
far the largest. The United States Gov· 
ernment provides nearly one-fourth of 
the jobs in Alaska 3nd is responsible for 

one-fifth of Alaska's gross state product. 
Despite recent military cutbacks, total 
federal spending has continued to in· 
crease because of substantial growth in 
civilian federal employment. The De· 
partment of Interior has expanded con· 
siderably to perform the necessary 
functions associated with accelerated oil 
and gas lease sales in Alaska and broader 
resource management responsibilities. 

LOCA L 

On the local government scene, 
Anchorage voters in April rejected 10 of 
13 hond issues for a wide variety of 
public projects. It would seem that the 
State bond issues totaling approximate· 
ly $236 million, which are to be voted 
on next November, might be in 
jeopardy. 

STATE OF ALASKA ESTIMATED REVENUE SOURCES 
FISCAL YEAR 1977 

Source 

Pc11ol0t1m·Rcla1cd Sources 

Rcs1!rves Tax .. .. . . ..... .. . .. ..... .. . 

RoyJltics. scvcrcncc tox, 

µropcrty tax. otc. . .. . . . ........... . 

SUBTOTAL ............ . 

OlhCt ScutCC$ 

Income Taxes . .. . . .................. . 

Othm tn xr: , i1:1.', u1c. . . .. . • , , ••• , , , ..• 

TOTA L .......... •• ..•.• .. ... . 

Amount 
($Millions) 

s 260 

$ 155 

s 415 

s 145 

$ 140 

$ 700 

Portion 

37.2% 

22. J')(, 

59.3% 

20. 7'Xi 

20.0% 

100.0% 
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REGIONAL SUMML\PY 
The Southcentral and Interior re· 

gions, which provide over three-fourths 
of Alaska's gross state product (see 
accompanying clrnrt), have exhibited 
rather sluggish economic growth in 
1976 relative to the past two years. On 
the other hand, the Arctic with its 
stepped up oil and gas exploration and 
development, Western Alaska with its 
improved fishing industry, and South· 
eastern Alaska with substantial produc· 
tion increases in the forest products 
industry are exper iencing strong, 
healthy ecunomic activity. 

EMPLOYMENT MIX 
ALASKA 

Government 
39.0'6. 

Basic l11duatrln 
21.7~ 

Dlatrlbutlve lnduatrfes 
39,3~ 

Sourco: 5 1nlo o l Alaskn, Donnnmcnt ol L:it>or 

SOUTHCENTRAL 

Ancho1nue. with about half of the 
population and 111rndy hnll o f the johs in 
Alnsk\l, is thn stme's commercial nml 
fimmcia l center. It thurcforo rcllucts the 
goner <11 to nu of thu srntc's economy. 
Dur inn thf! fir st qu:ir tcr ol tho ycnr the 
employment growth rote fell to hall the 
rate o l the same period last year. R1!· 
lfrr.1111!1 the slow inn population inllux, 
J\nc:hornge school enroll ment durinq tho 
firs t qu<11 ler w,1s fuss than I% !Jll):l tc!r 
than the first q11.11 wr of Hl75. 

Tho J\ncho1 noo hous1110 markut IS 

considci ahly wuakur tl11s yenr than llht. 
Th11 luw ~Jli:s 10 lrs1111us 1 nt io o f homos 
sllll ino nhovl! $70,000 implies a litther 
s11rious nccumulnt io'I of irwunto1 y. Cur 
runtly rt t<1kcJs opp1oxir11a1oly ono wel'k 
lon!11n tn ~oll a homl! than nt this timo 
I.1st yon1. 

Responding to this weakening de· 
mand situation, Anchorage home build· 
ers have exercised admirable restraint. 
The value of resident ial building permits 
through the first five months or the year 
were clown 20% from the same period 
last year. This holding back by builders, 
accompanied by a significant influx of 
permanent petroleum related personnel, 
suggests that the Anchorage home 
market could strengthen somewhat this 
fall. However, further weakening is 
anticipated next year. 

In May one of the city's two hos· 
pitals opened a new S26 million ;1clcli· 
tion which augments the health care 
facilities available and emphasizes 
Anchorage's roll as a major support and 
service area for the entire stato. 

Inflation has cooled off in Anchor· 
age, reflecting a national trend. As 
suggested by the graph on page 16, 
consumer prices in Anchorage ought to 
rise about 7% this year. 

Much of the growth from Anchorage 
is spreadin!J north into the Matanuska 
Valley. Both permanent t1nd residential 
land sales have beun so;iring ll l a pace 
similar to recent " land booms" in the 
southern United States. Bids 011 recent 
land sales hy the Matanusk<1·Susi 111a 
Bureau ;ire running 5(1% to 100% higher 
this year than last. The dominant par ti· 
cirant in recent lnncl auctions has belln 
Calistll Corporntion, a western /\lilska 
1eyional Nativn co1 porntion with ad· 
mi11istu1tivc offices in Anchornuc. 

The Maw11uska·Susi tnn Borounh is 
the situ of <ill throe pruposcd new st11w 
c;ipi tol situs, one or whlr.h will Ile 
Sf! lectcd hy the Alaskil voters in Novc111· 
hw . Tho Pnlmor Industrial Park will 
house 11cw 11cety lc11c and nir scpnr otiori 
plct11ts 101 the produc1io11 of oxyQt!n in 
its gaseous and liquid form for cli stribu· 
tron 1hrouu•1out Alaska. 

On tha Ke11ai Peninsula ,, ml 1111;d 
products pipeline is un<Jor const111ction 
11 om Kc11ni to Anchor;igc. Expansion 
contir1ues on thr. largest nitrogen fc rti· 
li1cr complex In the world as Coll io1 
Cnrhon and Chemical Comp.111y pre· 
pares to double i t ~ ammonia and uraa 
pl;int capacity bv the fall of 1!)77. /\lso 
in Kenai, Pacific Alaskn LNG 11waits 
npproval from tho FecJcrnl Pow1!r Com· 
mission to commence construction of n 
$660 million liquor 1e<I no111r:rl !FIS plant. 
In Soword considcrn1ion is hoi nu oivon 
10 the r.ons11uction of ;r SG 111illion 
liarito urimlill!J 1nill 101 drd llll!t mucl 
used i11 uff ·shorn oil nnd ous uxplor • 
orion. Also in conn ic t:on wi th 1111t rci· 

pated OCS exploration in the Gulf of 
Alaska the coastal communities of 
Yakutat, Seward and Cordova are com· 
mencing to feel the initial signs of 
industrial and population growth. 

Elsewhere in Southcentral Alaska, a 
recent land trade which would have 
given Cook Inlet Region, Inc. valuable 
stale coal lands in the Beluga area was 
declared illegal in Superior Court. 

EMPLOYMENT MIX 
ANCHORAGE 

Government 
40.3,,, 

Dlatrlbutlve 
lndualrles 

47,8,,, 

eul<: 
lndualrln 

12.o.i. 

Source: Slate o l Alas kn, Department o l L:ibor 

INTER IOR 

The Fnirb;ink~ nren hos rc!'Jistored 
vir tuolly no employment !rrowth this 
y<!nr. nncl sellers or ho th consumN 
goods and husiness, industrial llnd co11· 
st ruction equipment rcpor t rather puor 
sales. 

Similar to the Anchornge situation, 
the F;ilrh;inks housing m;irkot is weak · 
c11ing. In May there were <1pproximatoly 
2~i times as m;iny units available for 
rent 11s May, 1975. Rapid price incret1sus 
appcllr to have llhnted, with some pr ice 
declines being reported. 

Nevertheless, economic <1ctrvity in 
tho Fni1hanks area remains strong. Work 
continues on the SI 20 million Chona 
Hiver FI o od Control project with a 
Sl .II millro11 contract fo r lovy construe· 
tio11 let in April. In Juno, the Fai1bt111ks 
Community Hospital 111111ou11ccd its 
lnti:n lion to hrcak oround for a S4 to $5 
millio11 ex1rn11sion. 
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As stated in the discussion of the 
petroleum industry, Energy Company 
of Alaska broke ground in June for 
construction of the first phasl! of a 
refinery at North Pole. This project will 
not only create jobs but will provide 
lower cost petroleum products to In· 
terior Alaska. 

EMPLOYMENT MIX 
FAIRBANKS 

Sourco: Sta to of Alaska, Department of Labor 

ARCTIC AND WESTERN 

The Arctic and Western regions of 
Alaska are enjoy ing relatively strong 
economic activity this year. Develop· 
ment at Prudhoe Bay and oil and gas 
exploration in Pet 4, accompanied by 
investment activity of the Arctic Slope 
Regional Corporation, are contributing 
to a vigorous economy in the Alaska 
Arctic. 

Similarly, oil and gas exploration and 
construction projects of the NANA, 
Bering Straits, Calista, and Bristol Bay 
Native corporations, accompanied by 
another good return of salmon, suggests 
a relatively satisfactory year for Western 
Alaska. 

SOUTHEASTERN ALASKA 

Higher prices for fish and timber 
products underlie a strong economy in 
Southeastern Alaska this year. South· 
castern's major basic industries are fish· 
ing, forest products and tourism. 
Accordingly, the reader's attention is 
directed to these sections in the preced· 
ing discussion of Alaska's industries. 

AIH FREIGHT T HROUGH ANCHOHAGE INTERNATIONAL AIRPORT 
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Offsetting somewhat the favorable 
prices, the return of salmon to South· 
eastern Alaska is expected to be relative· 
ly poor, having not yet recovered from 
flood damage to spawning grounds and 
severe winters of a few years ago. 

Both price~ and output volumes are 
up considerably in the forest products 
industry, responding to healthy eco· 
nomic recovery in Japan. 

On the other hand, the visitor indus· 
try in Southeastern Alaska is reported 
to be registering a rather mediocre 
performance when compared to pre· 
vious years' growth rates. 

GROSS STATE PRODUCT BY REGION 
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Source: lnstllule of Social. Economic nnd Govor.1· 
rnent Research, University of Alnskn. 
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TO TAL EMPLOYMENT 
(lncludH Only Wage and Salary Workera) 
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Because most national firms doing 
business in Alaska are now preparing 
their 1977 budgets, perhaps a few com· 
menu on the outlook for next year will 
be helpful. 

The 1ggregate level of economic 
activity in Alaska Is tracking almost 
precisely as anticipated. The rate of 
growth this year for the state as a whole 
is about half the rate of growth as last 
year. We expect this deceleration to 
continue with the rate of growth In 
1977 being somewhere between a low 
of zero and a high of approxl!llately half 
the rate of growth of this year. 

The growth slowdown Is being 
brought about by a reversal of the very 
factors that contributed to the boom of 
1974 and 1975: State spending and t:1e 
trans·Alaska oil pipeline project. As 
both of these elements wind down , 
Alaska's distributive Industries will feel 
the impact considerably - as they are 
commencing to this year. Wholesale and 
retail trade, equipment sales, residential 
and commercial construction, and 
freight traffic ard expected to continue 
their lackluster performanco. Oil 3nd gas 
exploration and development and forest 
products output will continue strong, 
and the visitor Industry should take off 
again from Its present plateau. It Is too 
early to forecast tho outlook for Alas· 
ko's fishing Industry. 

Even if tho Federal Power Commls· 
' Ion grants authority early in tho year 
for construction of a natural gas pi1>0· 
line, no real lmpnct will bo folt in 1977. 
However, tho psychological olfoct may 
bo manifest In some nntlc:lpatory oxpan· 
slon in the distributive industries. 

Although tho general overall outlook 
for 1977 calls for slower growth, the 
longer range outlook suggests that this ls 
merely a lull before tho next flurry of 
activity commencing In 1078 or 1979 
when huge oil and oas ruvenues oro 
flowing to tho State of Alaska and a 
natural gu pipeline Is likely to bo under 
construction. 
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31 August 1976 

Mr. Bob Richards 
executive Vice President 
Alaska Pacific Bank 
Box 420 
Anchorage, AK 99510 

Dear Oob: 

I agree \·11th a ~heme of yours ilt the first 1r.eeting of the State Investment 
A<.lvisory Conlilittee, that most uses of the Pen11anent Fund are 1 ikely to 
involve some subsi dy to various businesses and groups. Assuming the 
capi tal markets are functioning reasonably well in regard to Alaska 
(although fovestors may not always have good infonnat ion ubotrl: this 
State» we can define the subsidy in any case as the difference bet\·1een 
the going rates of interest lllld terms and those offered by the Pennunent 
Fund. 

In measuring the tradeoff between the costs of nny sub!;idy and its 
IJcnefits, however, you speak only of the benefits of new tilx revenues 
for the 'ltate governr::ent. Out I th"lnk you \·iould agree that we also need 
to ndd in other economic benefits such as new i ncome from new jobs 
(insofar as that income re1nains in the State), the effects on living 
standards if a part of that income goes to l m·1er income groups, the 
uencf1ts of saving "rusting" job sk1 l ls or upgrading 01" crcc.1ti ng new 
ones, r emoving bottlenecks in the local cconon~, reducing congestion and 
other externalities by our tim1ng ancl plucillg of investments, and pcrlrnps 
others. I trust you will hnve a chance to cluboratc on thi3 at the 
CoJT1llittce's next mee ting. 

W1th best wishes, I nm, 

Sincerely, 

James 0. Rhode 
/\A to the Clrn i rma n, 
llouse Finance Comnittce 

cc: Hr. Jim E~enso 
Ocpartmcnt of Reveuue 

Legi slative Members 
S.I.A. C. 
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