
EMPLOYMENT OUTLOOK 1983-1988 

By Brit H arvey 

tl ETHODOLOGY 

A
diScuSSion of likely trends in Alaska no nagricultu ra l wage a nd 
salary em p loyment, overall a nd by industry , i' presented below for 
the period 1983 to 1988. T his out look is based o n Research a nd 

Analysis staff judgement. Major assumptions are noted where appropriate . 

OV ERVIEW 

T h e Alaska economy is currently experiencing rapid grow th. T he p rimary 
cause of th is growth is State spending and lending of P rudhoe Bay reven ue. 
A N ovember 1982 study foun d a close correlati on (R2= .85 ) between State 
expenditures and employmen t.l / Wh ile the exact degree of in fl uence is 
debatable, it is clear that State expendi tures are driving the economy. State 
expenditures are the key economic variable during the forecast period. 

State expenditures are essentially a fu nction of three varia bles; P rudhoe 
Bay (including Kuparu k) production, the pri ce of Prudhoe Bay crude oil, 
and the lag time between receipt and actual warrant expenditure o f Sta te 
income. P rudhoe Bay is currently very close to pea k produ ·t ion of 600 
million barrels per year. P roduction will decline ra p idly, begin ning about 
1988. The probabi Ii ty of new fields con tri bu ting significantly to the Sta te 's 
income as Prudhoe Bay declines has been esti ma ted at less than 1%. The 
probabili ty of other sources, such as income taxes or coal production laxes, 
contributing significantly during the decline approaches zero. O nly 
P rudhoe Bay natural gas could slow the decline, and this appears very 
unlikely. O f all the economic factors influencing Alaska employment, the 
decline of P rudhoe Bay production a nd the impossibility of replaci ng the 
.itate's Prudhoe Bay income flow are the most predictable. 

T he price received for Prudhoe Bay crude was $27 p er barrel (FOB U.S. 
G ulf Coast) in larch 1983. (This price is about $ 1 below the comparable 
delivered spot price for Saudi light crude.) 

It is assumed that the Alaska crude price will continue to fall gradually to 
about $25 per barrel, and will remain at this level throughout the forecas t 
period. This assumption might be considered conservative in rhe chaotic 
world oil market. 

While Prudhoe production is largely an environmental given and world 
oil prices are beyond the control of any organization, rhe lag time between 
State oil income receipt and expenditure is at least theoretically a public 
policy. A recent study2 / outlined a scenario where the State could cut 
spending, increase savings , and operate comforta bly off the interest 



indefinite ly. The o ppw,i te scena rio is rap id ~pending of Slate revenue 
acco m pan iFd hy S tale borH)'Wing to "I evrrage" the Prudhoe Bay wea lth . 
All indica ti ons are tha t lhe Stalt' is lo llowing the laller COUfse. L ac ki ng 
evi de nce of an ov{'rriding publi c will to save the Prudho Bay inherita ncr 
and cu rtail current spending, the assu mpt ion is madF tha t the curren 
pattern of Statl' spending will co nt in ue. T h is mea ns di sbu rsement in some 
manner of permanF! t fu nd d ividends. substantial additions lO bonded 
indebted ness, a llocat ions o f a lmos t a ll reven uc!) in the year they are forecast 
lO be received, ::Iod a substanti a l lag be tween allocation and auua l warr<1nt 
expen diture due to admin is trat ive delay.3 / 

Popula tion is ano ther variable b{'st d iscussed in overview. T he rela tionship 
between populat ion and employment is im portant and complex. Increas ing 
employment opportun it ies trigger in-mi gra tion , which creates further 
new job opportlln ities. T his pos iti ve feedback cycle is currently oper::Jti ng 
strongly. 

T he assumpt ion is made that national unemployment rates will rem ain at 
10.0% or above th rough 1983, a nd will remain a bove 8. 5% thro ughout the 
foreca st p eriod. T his will p roduce in-m igra nt p ressure, particularly 
during 1983 . T he extremely rap id population growth of the last two years 
is ass u med to continue th rough 1983, a nd to decelerate in 1984, reaching a 
pl a tea u in 1985, a nd showing only slight increases for the rest of the 
forecast period. 

Nonagricultural wage and sa lary employm ent will increase by 5% during 
1983. Construction a nd seconda ry industri es will drive this growth. 1984 is 
likely to see a leveling o ff of employment growt;\. 

l 'nderthe assu m p tion s presented ahove, little growth can be expected 
during 1985-87. 1988, the five-yea.r horizon of this forecast, is likel y to see a n 
employment decl ine of about3%. r h e decline of Prudhoe Bav production 
will be inescapable, as state a nd local government layoffs COlllbine witt. 
su ';" '.bry industry cont ract ion t(, reduce cmplo\ 1I1(,llt ;\0 majol project 
will take up the slack. T he bu siness <1IHI t'lnpl()~ mClll 0UliooJ.:. '\ ill k 
bl ea k. 

lt shou ld be noted that th e potential ex ists for a sta tewide depression 
occurring in the mid to late 1980's. Several economi sts have made such a 
forecast.. W h il e this scenario is considered less likely than that presented 
a bove, the sensitivity of Alaska 's econom y to volatile oil prices introduces 
uncertainty into any forecast. T he possibility of eco nomi c contraction 
occurring prior to Prudhoe Bay's decline deserves consideration. 
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MAJOR INDUSTRY FORECASTS 

MINING 8,900 (l 982 Annual average employment ) 

':>IL AND GAS 

O il and gas employment will remain stablc in 19H3 , and increase at about 
3% ann ually from 1981tb rough 1988 . Growth will he driven by statewide 
exp loration and preliminary developmel1l of Beau fort Sea field:. . The large 
payments made fo r Beaufort Sea leases , Alaska's high poteDlial for giant 
fie lds, and the oi l pipeli n owners' need for crude to send through the 
pipf' line following P rudhoe Bay 's dedine, a ll insure prompt, continuing 
inves tment in Alaska . Relatively tighl ind ustry budgets will slow this 
growlh somewhat, and will prevent g row th in employment during 1983. 

o HER MINII\"G 

Despite widespread publi ity , D >n -o i! mimng IS a minor indll try in 
Alaska (9% of m ining employment ), and will remain so throughout the 
forecast period. T he following proj ect will nOl affect employment 
significantly duri ng the fo recast period:Diamond Shamrock/CIRI Beluga 
coal. Pl acer Amax syn thetic fuels, Cominco/NANA metals, and (due lO 

small si7.e ) Nora nda me tals. T he V .S . Borax molybdenum project must 
curren t.l y be considered que [ionable due to extremely poor molybcienum 
markets and p rojected poor world steel markets during the forecast period . 

FORECAST - G radua l growLh f rom 1981 through 1988, with possible 
faSler grow th in 1987 and 1988 due to the Borax project. 

CONSTRUCTION 14,100 

Construction is primar ily a fu ncl ion of ~tate expendit ures and oi I industry 
nvestment. Oi l industry cons truction expendiLUres will peak during 1983. 

By 1984 the mass ive in vestmen t in Prudhoe/Kupa ruk will be largely 
complete , and comtruc t ion employmen t will decline, harpl y on the North 
Slope. Further d cli nes are ex pect ed in 1985. Beyond 1985 c ns truction 
employment is li ke ly to increase somewhat due to Beaufort Sea exploralion 
and development. 

Non-oil related construction will follow a different trend . Following a 
post-pipeline peak in 1983 (8-10% ann ua l grow th), construction will drop 
in 1984 and wil l cont in u 10 decl ine through lhe forecast period_ The 
pattern is cl osely rel ated to stale expend itures. 

FORECA T - 11 %grow th in 1983. (ollowed by a Sleep decline in 1984, and 
further decli nes through 1988. 
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MANUFACTURING 11,600 

FOOD AND KINDRED 

T h is sector i s heavily influenced by the size offish runs , wh ich are diffi cu lt 
to [o reca t. AsmalJ decli n e is li ke ly in 1983. Beyond 1983 it is assumed th at 
rnp loyment will be stable. Significant increases in bo ttomfis h processing 

employment are assumed not to occur during the forecas t period. 

FORE PRODlCTS 

A slight recovery may occur in 1983 due to increased Japanese demand . 
Beyond th is point there is no reason to ass ume a ny further recovery will 
o cur. T h ere is the possibility of tempo rary or perma nent employm ent 
dec lines should industry fi rms encounter furth er financial difficu lt ies. 

OTHER MANUFACTl RING 

It appears that T e oro will expand its refin ery, margi nally increas ing 
em p loyment. Else'where, other ma n ufac turing will behave si m ila rly to the 
secondary industries. 

FORECAST - Modest growth in 1983 and 1984. No growth through 1985 
and 1986. Decline in 1988. 

GOVERNMENT 60,200 

FEDERAL 

Federal government employment has remained flat during the 1980 's. 
T here is no reason to e ' pect a change in this trend. Population-driven 
increases will be balanced I y cut backs in other programs. 

ST ATE AND LOCAL 

T he Sheffield admi nis tra tion appea rs to be ma king a sustained effort to 
l imit sCate government employment growth. The proposed zero-based 
budget for SFY85 can be expected to res ult in cutbacks. P opulation growth 
wil l put upward pressu re o n State employment for at least two years . 
Revenue declines will exert downward pressure, although the timing is a 
political question . 

Local government employment will be heavily influenced by State 
contributions to loca l budgets. L ocal government is even more sensitive to 
popu lation related demands. 

FORECAST - C ovelllllwnt employment will increase sligh tl y in 1983, and 
gradually dec-line thro'tlg h the remainder of the forecas t period. T he 
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potentia l ex ists for growth i n the earli er period follo wed by a cris is colla pse 
in tate and local emp loyment in the late 1980 's. 

~ECONDARY INDUSTRIES 96,800 

State ex penditu res and population are the primary infl uences on Ih ' 
secondary industries. The ma turin g of Alaska's econ om, dur ing lht' 
curren t boom has increased the per capita secondary industry em p loymenl. 
which further in creases population. This feedback ph enomenon wi ll also 
operate in reverse du ri ng the late 1980's, a I tho ugh not as strongly as d uri ng 
the growth phase. 

FORECAST -7% in crease in 1983, 4-5 % grow th in 1984, I %grow th in 1985, 
fl a t in 1986 a nd 87, and a 2% decline in 1988. 

SOURCES: 

I I "State Spending and the Alaska Economy", Eri ckson and Assoc ial f'S; 
Nov . 1982. 

21 "Sustainable Spending L evels from Al aska Sta te R even ues;" Scott 
Goldsmith; March 1983. 

31 See 1 above. 

Aluu Annuli Anrale 
Nonlgricu,tufll' Wage .nd Salary Employment FGf"KAlta 

l M3-fU'I/ 

1982 1983 1984 1985 1988 1987 1988 

TOTAL 194.400 204.100 206,100 206,100 20~,1 00 205.700 199,500 
Mining 9,100 9 ,100 9,400 9,700 10,000 10,200 10,300 

Construction 14,500 18,000 13,200 12,200 11 ,100 10,900 10,000 
Manufacturing 

Food & Klr'ldred 
11.100 

5.700 
11 ,800 

5,600 
12,000 

5,600 
12,200 

5,600 
12 .200 

5 ,600 
12,200 

5,600 
12.000 

5. 600 
Lumber &. Pulp 
Other 

2,700 
2,700 

2,900 
3,100 

3 ,000 
3 ,400 

3,000 
3 ,000 

3 ,000 
3,600 

3,000 
3,600 

3.000 
3.4 0 0 

Trane. Comm. &. Uttl . 16,400 19,300 19,900 20,000 20,200 2 0, 100 20,000 
Trade 35,800 38,000 39,800 40.000 40,600 " ',400 " ' ,100 
Finance-Ins. &. Real 
Estate 9,400 10,300 10.900 11,000 11.200 11 ,40 0 10,900 
Services 35,000 38,200 39.800 40,000 40,600 .',200 3 8 .900 
Government 61 .200 81.400 61 ,100 81,000 60,200 59,200 56,300 

Federal 17.900 17,900 17,900 17,900 17,900 17,900 17,900 

State 17,800 17,900 17,800 17,600 17.300 17.000 15,800 

Local 25.400 25,800 25,400 25,500 25,000 24,300 22.600 

1/ Subcategories may not sum due to rounding. 
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At.... Annuli A..nee hrcertl Ching_ 
Hon.grtcutt.... W... and aall " !m9&oy"""t FOf'KtItl 

11»-1." 

82..,,3 83-84 84-85 85-86 86-87 87-8e 

TOTAL 4 .9 1 .0 0 .0 0 .0 -0.2 -3.0 

M !nlng 
Construc tion 
Manufacturing 

Food & Kindred 

0 .0 
10.3 

6 .3 
-1.6 

3 .3 
-17 .5 

1.7 
0 .0 

3 .2 
-7 .6 

1 .7 
0 .0 

3 .1 
-9 .0 
0 .0 
0 .0 

2_0 
-1 .e 
0 .0 
0 .0 

1.0 
-8.3 
-1.e 
0 .0 

Lumber & Pulp 
Other 

7 .' 
1 4 .8 

3 .' 
9 .7 

0 .0 
5 .9 

0 .0 
0 .0 

0 .0 
0 .0 

0 .0 
- 5 .8 

Trans. Comm & Utll . 
Trade 

4 .9 
7 .3 

3 .1 
4 .2 

0 .5 
0 .5 

1.0 
1 .5 

-0.5 
2 .0 

-0 .5 
- 0 .7 

Finance-Ina. & Real 
E9~ate 
ServIces 

9 .8 
9 .1 

5 .8 
4 .2 

0 .9 
0 .5 

1 .8 
1.5 

1.8 
1 .5 

- 4 .4 
-5.8 

Government 0 .3 -0.5 -0.2 -1 .3 -1 .7 - 4 .9 

Federal 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0 

State 0 .8 -0.6 -1 . 1 -1 .7 -1 .7 - 7 .1 

Loc a l 0 .8 -0.8 0 .' -2.0 -2.8 - 7 .0 
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