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The Northern Region

A vast landscape with few people, and an economy
of oil, mining, government, and subsistence

laska’s Northern Region covers more
than 146 thousand square miles or
approximately a quarter of all the land
area of Alaska. This huge piece of real
estate contains only 24,000
individuals, or less than four percent of the state’s
population. Its inventory of natural resources
includes the nation’s largest oil fields, a resource
that has generated more wealth for the state than
any other single source. It was the site of the
state’s largest gold rush, and currently is home to
the world’s largest zinc mine. Geographically, it
includes the North Slope and Northwest Arctic
Boroughs and the Nome Census Area with a total
of 35 communities. Only three of these
communities have more than athousand residents.

A

A very young population

In spite of a relatively high birth rate, the region’s
population grew by only 1.5 percent per year in
the 1990s— just a bit faster than the rest of the
state. Since then, out-migration, mostly to larger
urban areas, has slowed population growth. The
only reason the region’s overall population has
continued to grow is its high rate of natural
increase—births. Here, the demographic
similarities between the rest of the state and the
Northern Region end. While Alaska Natives
comprised 16 percent of the state’s population in
2003, 75 percent of the region’s inhabitants are
indigenous people, nearly all Inupiat Eskimos. No
otherregion in the state has a higher concentration
of Alaska Natives. The balance of the population
is largely white, along with a small Asian presence.

The Northern region has been inhabited for
more than 10,000 years. Now it is home to one
of the youngest populations in the state. The
region’s median age in 2003 was 25.5 years,
nearly 8 years younger than the statewide median
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of 33.  Northwest Arctic Borough’s median age
was 23 in 2003 (see Exhibit 1) the second youngest
in the state, while the Nome Census Area and the
North Slope Borough were fourth and fifth
respectively. Another manifestation of the region’s
youth is the size of its school-aged population.
More than 29 percent of the population is of
school age versus 22 percent statewide.

THE NORTH SLOPE BOROUGH

The North Slope Borough is the largest and least
inhabited area in the Northern Region. Yet it has
the largest economy; it is host to the production
center for the state’s most important industry—
oil. Inmorethan 27 years of oil and gas extraction
no community has developed adjacent to the
productionsites. The North Slope oil fields remain
industrial work sites that provided over 6,200 jobs
in 2003. But this workforce was predominately
non-local, with most workers living elsewhere in
Alaska or even out of state. More than two thirds
of all jobs in the North Slope Borough are directly
linked to the oil industry or to its supportindustries.
(See Exhibit 2.) Although the North Slope Borough
relies on oil revenues, most local residents pursue
atraditional and community based economic life.
This discussion will focus on those activities.

The Arctic is remote and its climate is
harsh

The North Slope Borough encompasses nearly
87,861 square miles. Its natural border in the
northisthe Arctic Ocean and itssouthern boundary
is south of the Brooks Range. The entire landmass
lies north of the Arctic Circle. Barrow, the regional
hub, is the area’s largest community with 4,351
inhabitants.  Most of the remaining population
lives in seven other communities, all but one of
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which are organized as cities. Point Lay
remains a traditional village without a city
government. The City of Point Hope,
with a population of 726 is the Borough'’s
second largestcommunity, and Atqasuk is
the smallest with 218 residents.  Six
communities lie on the 2,000 mile-long
coastline. Only two villages, Atqasuk and
Anaktuvuk Pass, have interior locations.
The geographic sites of the communities
are undoubtedly related to the historic
natural abundance of subsistence
resources.

The landscape north of the Brooks Range
is a vast flat area with little vegetation that
turns, during the few summer months,
from frozen tundra into marshlands. No
road system connects the villages, and
marine passage is limited to a few months
in summer. The area’s harsh climate and
the changing ground conditions further
restrict long distance surface travel.
Recreational vehicles are used within the
villages and theirimmediate surroundings.
Due to these limitations, air is the mode of
transportation most utilized between the
villagesand Barrow. Asinglelongdistance
road, the Dalton Highway, connects the
area’s largest oil field, Prudhoe Bay, to
Alaska’s road system, butdoes not connect
the population centers with the rest of the
state.

Population growth has stalled

During the 1970s population growth in
the North Slope Borough averaged 2.0
percent annually and accelerated to 3.5
percent in the 1980s. In the 1990s,
growth fell to 2.1 percent but since 2000
it declined by 0.9 percent. In recent
years out-migration has exceeded natural
increase. Whetherthe dropin population
relates to diminished economic
opportunities or reflects a general rural to
urban migration pattern cannot be
determined with certainty. Moreover,

the population trend of the last four years
may be temporary and might well reverse
itself. Currently, the Borough has 7,104
residents.
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The North Slope Borough’s population is predominately
of Inupiat Eskimo descent. In 2003, 68.6 percent of the
population was Native American and 18.1 percent was

white.

Multi-racial backgrounds accounted for 6.1

percent of residents and the remaining 7.3 percent
were Asians, Native Hawaiians/Pacific Islanders, or
African Americans. (See Exhibit 1.) Barrow is the most
racially diverse. In outlying villages, the percentage of
indigenous people ranges between 75 and 90 percent.

Northern Region’s Three Areas
A statistical snapshot

Nome Northwest

Census
Area

Area in square miles 23,012.6
Number of communities 16

Population (2004) 9,403
Largest community Nome
Percent of area population 36.9%
Race (2003)
American Indian/Alaska Native 75.7%
White 19.3%
African American 0.4%
Asian 0.8%
Native Hawaiian/Other Pacific Islander 0.0%
2+ races 3.8%
Ethnicity
Hispanic 1.1%
Median Age (2003) 26.5
Male/Female Ratio (2003) 110:100
Educational Attainment (2000)
Less than High School 25.2%
High School 38.1%
Some College/Associate Degree 22.0%
Bachelor's Degree + 14.7%
Labor force: (16+ population)
Participation (2000) 60.2%
Unemployment Rate (2003) 15.2%
Per capita income (2002) $24,156
Avg. Annual Earnings (2003) $29,580

Arctic
Borough

35,862.5
11

7,306
Kotzebue
42.8%

82.0%
13.3%
0.3%
0.9%
0.0%
3.4%

0.9%

23.0
107:100

28.0%
40.4%
18.9%
12.7%

63.4%
20.1%

$25,208
$39,600

North
Slope
Borough

Alaska

87,860.5 570,373.6

8

7,104 655,435
Barrow Anchorage
61.2% 42.3%
68.6% 15.8%
18.1% 71.3%
0.8% 3.6%
5.7% 4.1%
0.8% 0.5%
6.1% 4.7%
2.3% 4.1%
26.6 33.0
109:100 106:100
22.6% 11.6%
35.1% 27.9%
25.4% 35.8%
17.0% 24.7%
72.1% 71.3%
13.8% 8.0%
$35,905 $32,799
$65,556  $37,356

Source: Alaska Department of Labor and Workforce Development,Research and Analysis Section

and U.S. Census Bureau and Bureau of Labor Statistics
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Local public revenue depends on the oll
industry

Nowhere else in Alaska does oil exert a stronger
influence than on the North Slope. The finances
of the North Slope Borough government depend
predominately ontax revenuesfrom oil properties.
Approximately 96 percent of all local property tax
collections come from oil producers. In 2003,
property tax receipts were $197.7 million, which
represented more than 68 percent of the
Borough’s total income. Not all tax receipts are
available to meet operating expenditures. In

Two Distinct Economies Coexist
In the North Slope Borough

Oil Industry & Oil Support
67%

Remaining
Economy
33%

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section

Property Tax Collections
NSB’s main source of local public revenue
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2003, nearly 66 percentof the Borough’s property
tax income was reserved to service debt on
general obligation bonds that were issued in
previous years.

In recent years tax revenues have shrunk.
Depletion of existing oil reservoirs has lowered
the assessed value of the oil properties and has
resulted in a significant decline in tax revenue.
(See Exhibit 3.) In 2003, tax receipts were 16
percent lower than in 1993. New oil-related
infrastructure such as a pipeline could boost local
property values, butuntil new development occurs
fiscal constraints will remain. North Slope Borough
investment income generated from surpluses in
earlier decades has also declined since 2001.
National stock market performance and low
interest rates are responsible.

Budget shortfalls have dictated tight expenditure
controls. Since 2001, cutbacks at the Borough
and its school district resulted in a nine percent
reduction in staff. The privatization of services
has also served to ease fiscal pressures. Despite
downsizing, the two Borough entities still
employed more than 40 percent of the non-oil-
related wage and salary workforce in 2003.
Moreover, these agencies’ influence on the
economy and employment reaches much further,
when contractingactivities with local tribal entities,
other local government units, and private sector
service providers are considered. Last year, the
publicsector, includingschool districtand Borough
staff, other local government units, tribal entities,
and state and federal government, accounted for
61 percent of the community based labor market.
(See Exhibit 4.)

Non-oil private sector employment is
small

In 2003, nearly 1,200 non-oil-related jobs in the
North Slope Borough were provided by the private
sector. Only three industry sectors had more than
200 employees on a monthly average basis. Retail
was the largest industry and was present in all
communities. The education and health care
sector had the second largestshare of employment,
although only four business entities form this
industry sector. (See Exhibit 4.) The llisagvik
College, a private community college with a
strong emphasis in vocational training, is the
principal employer in the education field, with
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147 employees. Inthefallof 2004, 318 individuals
were enrolled in classes. The Arctic Slope Native
Association is the chief operator of health care
andsocial servicesand manages the local hospital.

(See Exhibit 5.) Both the college and Native Public Sector Dominates

Association are headquartered in Barrow. In the :
financial activities sector, Native corporations In North Slope Borough (il excluded)

provide most of the jobs.  Often, these
corporations own other for profit businesses that
operate in and outside the Borough. Their most
significant organization is the Arctic Slope Regional
Corporation (ASRC) that owns many businesses,
most of which are headquartered outside the
North Slope Borough. The majority of the North
Slope indigenous population participates in the
business success of ASRC owned subsidiaries,
because they are shareholders of the organization.

Prof Svcs 1.9%
Financial 6.6%

eisure/Hosp. 3.6%
Info/Mfg/Other 2.7%

Public Sector
61.1%

Retail 9.8%

The Arctic Slope Regional Corporation

- “y - 4 ”
is a “big time” player Construction 1.7%

During 33 years of operation the ASRC has become Edu/Healthcare 8.2%

an economic powerhouse in the state of Alaska. Trans/Util 4.4%

In its annual report of 2003, the organization

posted $1.09 billion in combined revenue from

its nine first tier subsidiaries. Some of these Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section
subsidiaries are units that control a large number

of individual businesses, each operating under a

different name. Their business involvement is The Largest Employers 5

well diversified and far-reaching. Some businesses In the North Slope Borough-2003
operate out of state and even abroad. The overall

service repertoire ranges from energy services to Average
tourism. Monthly
Rank Company/Organization Employment
Accgrding to ASRC/S. financial report of 2003, 1 Alaska Petroleum Contractors 969
equity for the approximately 9,000 shareholders 2 BP Alaska 934
of the organization has grown by 163 percent 3 North Slope Borough 884
between 1993 and 2003 and was recorded to be 4 North Slope Borough School District 575
$247 million. Over this decade the organization 5 VECO 548
distributed more than $154.7 million, 92 percent 6 Doyon Universal Services 540
of itto shareholders. The remaining balance was ; ’c\lizggz:sog:illllligi ggi
paid in nearly gqual parts to the EIqurs Trust F}{hd 9 NANA Management Services 304
andtothe Arctic Education Foundation. Inaddition 10 Udelhoven Oilfield System 261
to commercial properties, the ASRC has vast land 11 Halliburton Services 257
holdings with untapped resources. The village 12 Schlumberger 241
corporations in the region own land in the vicinity 13 Doyon Drilling 203
of their community and are also involved in 14 Peak Oilfield Services 179
businesses operations. 15 lisagvik College o 147
16 Arctic Slope Native Association 131
. L 17 Alaska Commerical Company 115
Income is hlgh 18 Tikigaq Corporation 107
19 Houston Contracting 87
In 2003 average annual earnings for the entire 20 Norcon 86

No rth S l o pe was $6 5 ’ 556 or 76 lOe rcent a bOVG Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section
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the Alaska average. After factoring out all oil
industry associated wages, North Slope average
annual earnings still ranked as the highest in the
state at $42,664, which exceeded the Alaska
average by 14 percent. Personal per capita
income that captures income from all sources
placed North Slope Borough income as the sixth
highest in the state in 2002. Areas that ranked
higher on the state’s per capita income scale had
populations with a much higher median age. Per-
capitaincome on the North Slope is diluted by the
relatively high percentage of dependent children.
While the North Slope Borough places high on
income statistics, it also copes with one of the
highest costs of living in the state.

Cost of living is also very high

The Cooperative Extension Service of the
University of Alaska Fairbanks (UAF) surveys food
prices in 24 locations in the state. In June 2004,
it listed Nuigsut and Barrow as the second and
fourth most expensive places for weekly food
costs for a family with two school age children.
Food items were more than 2.3 times higher in
Nuiqsut and 2.1 times higher in Barrow than in
Anchorage. These food costs do not take into
account Native peoples’ reliance on subsistence
foods. According to a spring 2004 construction
cost survey, conducted for the Alaska Housing
Finance Corporation, Barrow bears the highest
material costs among eleven surveyed Alaska
locations. A basic construction market basket that

Most Jobs are in Government
In Northwest Arctic Borough-2003

Other Services 1.8%

Natural Resources 14.5%

Public Sector Financial 2.8%

42.4%

Leisure/Hosp. 4.3%
Info/Prof Svc 2.1%

Wholesale/
Retail 6.1%

Construction 1.4%
Trans/Util 4.6%
Edu/Healthcare 20.0%

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section
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does notinclude doors or windows was quoted to
cost $37,873, exceeding the Anchorage price by
114 percent. Transportation costs account for
most of the price differential. ~Airfares are also
among the highest in the state because of the
distance and the costs involved with service to
remote locations.

Subsistence stretches the food budget

According to Ronald H. Brower Sr. of Barrow,
“Subsistence means more than mere survival or a
minimum standard of living. Subsistence is a way
of life that includes vital economic, social, cultural
and spiritual dimensions. Harvesting of renewable
resources provide the Inupiat with nutritious food,
proper clothing, fuel, shelter, equipment, and
income. It is a way of life that requires learning
special skills, knowledge, and using one’s
resourcefulness.”

In the North Slope Borough, sea mammals, game,
fowl, and fish are intensely used subsistence
speciesthat help defray costs of living. Subsistence
use differs in the various North Slope locations in
accordance with natural abundance. These
resources are considered a common good and
accordingto tradition are often shared among the
resident population. Ceremonial sharing can be
bestobserved after successful whaling hunts, which
take place in spring and fall.

Harvests, after the whaling captain’s and crew’s
take, are distributed in the community at three
events. During Nalukataq, a whale harvestfestival,
the community receives one-third of the harvest
proceeds. The remaining portion is stored to be
divided at Thanksgiving and Christmas.  One
bowhead whale weighs about 50 tons on average
and long-standing traditions are associated with
its pursuit. Notall residents qualify to huntwhale;
ittakes long experience and special knowledge to
become a whaling captain. According to the
Alaska Whaling Commission, 103 whaling captains
are certified. Each captain has a crew of about
seven. During the 2004 season the harvesters
claimed 46 strikes and fulfilled the quota of five
North Slope whaling villages.

THE NORTHWEST ARCTIC BOROUGH

The Northwest Arctic Borough is the state’s second
largest borough, surpassed in size only by the
North Slope Borough. Its employment is the
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smallest of the three areas in the Northern region.
The borough was formed in 1986 and contains
only eleven communities scattered over nearly
36,000 square miles.

Most residents are Inupiat Eskimos, who share a
common language, similar customs, and a
traditional subsistence lifestyle. Most villages are
strungalong one of the area’s four major rivers, all
of which converge on the coast near Kotzebue.
This city is the Borough'’s largest community and
the area’s trade center. Nearly all goods and
services pass through Kotzebue on their way to
the outlying communities.

In 2004, the Borough'’s total resident population
wasonly 7,306. The eleven communities ranged
in size from Kotzebue with 3,130 to Kobuk with
only 128. Some of these villages evolved from
traditional hunting camps or winter settlements
and have been inhabited for thousands of years.
Others developed around churches, trading posts,
schools, and mining camps. All but the village of
Noatak are incorporated as cities.

The Borough is compactin both an economicand
social sense. All key institutions, the Northwest
Arctic Native Association (NANA) - the area’s
regional corporation, the Northwest Arctic
Borough School District, the Borough and
Maniilag, a health and social service provider,
share virtually identical boundaries.

The only means of year-round access to the rest
of the state is by air. No roads connect the
Borough’s eleven communities. In winter some
communities are linked by snow machine routes
and during the summer open water allows some
travel by boat.

Public sector is big, but private for-
profit and nonprofits are also sizeable

Like elsewhere in rural Alaska, the public sector is
an importantcomponent of the economy. Exhibit
6 illustrates that more than forty percent of
employment in the Borough is accounted for by
the public sector. (See Exhibit 6.) Nearly 30
percentofall personal income comes from transfer
payments.

The single largest employer in the Borough is the

Northwest Arctic School District—not surprising
since school districts are large employers in all

ALASKA ECONOMIC TRENDS

areas of the state. (See Exhibit 7.) Other large
public sector employers include the City of
Kotzebue and federal and state governments.

The direct role of the public sector as the largest
employer group has declined over the pastdecade.
In 1989, more than half of all wage and salary
employment in the Borough was in the public
sector. Some of this change occurred asa number
of federal and state programs were privatized,
usually inthe form of local nonprofit organizations.
A good example of this is the area’s second largest
employer, the Maniilaq Association, a regional
nonprofit corporation primarily funded through
federal and state programs. Over the past six
years, Maniilaq’s employment has grown by more
than fifty percent or nearly 200 employees. This
organization provides comprehensive health,
social services, public assistance, and training
programs to the residents of the region. It also
operates the newly constructed 25-bed hospital
in Kotzebue.

Since 1999 employment in the Borough has
grown by nearly thirty percent or by 657 jobs.
This is a better overall record than the other areas
in the Northern Region, and even statewide, but
wage and salary employment growth has stagnated
since 2000 with some industries losing ground
and others making gains. (See Exhibit 8.) The
strongest growth has been in health care and
social assistance, an industry whose dynamism
has been exhibited statewide. The availability of
additional federal funds is probably responsible
for most of this growth. The expansion of Maniilaq
is a good example. Local government has also
added jobs, most of them attributed to tribal
governments.

The Largest Employers 1

In the Northwest Arctic Borough—2003

Rank Company/Organization Average
Monthly

Employment

1 Northwest Arctic Borough School District 608
2 Maniilag Association 565
3 Teck Cominco Alaska 412
4 City of Kotzebue 68
5 NANA Management Services 64
6 Alaska Commerical Company 58
7 Kotzebue IRA Council 46
8 Kikiktagruk Inupiat Corporation 42
9 Selawik City Council 34
10 Otz Telephone Cooperative 33

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section
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Although visitor related industries such as leisure
and hospitality and transportation have not grown
in recent years, the visitor industry has become
more importantto the region over the past decade.
The Borough has actively encouraged a crafts
industry to develop in the villages. It has created
an art purchase and marketing program that buys
directly from the artists throughout the year and
sells the artwork directly or through retailers.

Kotzebue is the gateway to four major National
Park systems, the Noatak National Preserve, the
Kobuk Valley National Park, the Cape Krusenstern
National Monument, and the Selawik National
Wildlife Refuge. In 2003, the National Park
Service tallied nearly 26,000 visits to the parks.
One of the big employers in the visitor industry is
Kikiktagruk Inupiat Corporation, Kotzebue’s
village corporation.  Kikiktagruk is the eighth
largest employer in the Borough and the sixth
largest private sector entity. The company is
involved in construction, real estate, retail, and a
variety of other ventures. All the rest of the area’s
village corporations have merged with NANA,
which has become the mostsignificant corporation
in the private sector.

NANA Management Services is the fifth largest
employerinthe Borough. Itoperatesthe Nullaguik
Hotel and the Tour Arctic Corporation in
Kotzebue.  NANA also operates more than a
dozen subsidiaries outside the region, including,
for example, three hotels in Anchorage and one
in Fairbanks. Although these ventures do not
create jobs in the area, they do recruit and train
shareholders for employment both inside and
outside the Borough. NANA's single biggest
private sector business venture is the Red Dog
Mine, which opened in 1990 ninety miles north
of Kotzebue.

Red Dog changes the economic picture
of the Borough

The Red Dog Mine is a NANA joint venture with
Teck Cominco, the world’s largest zinc concentrate
producer. The ore deposits are owned by NANA
and leased to Cominco, which owns and operates
the mine, including its shipping facilities. The
mine is one of the principal employers in the
Northwest Arctic Borough; it exerts a strong
influence on the area’s economy. Approximately
56 percent of the mine’s workers and contractors

Employment by Industry

Northwest Arctic Borough-2003
Average Monthly Employment 2000 2001 2002

Percent
Change Change
2003 2000-2003 2000-2003

Total Wage and Salary Employment 2,885 2,977 2,998 2877 (8) -0.3%

Agriculture, Forestry, Fishing

Natural Resources 515 618 457 416 (99) -19.2%
Mining 515 618 457 416 (99) -19.2%

Construction 33 40 54 39 6 18.2%

Manufacturing - - 2 - -

Trade, Transportation, Utilities 378 355 343 309 (69) -18.3%
Wholesale/Retail 185 171 158 176 9) -4.9%
Transportation, Warehousing, Utilities 193 184 185 133 (60) -31.1%

Information 46 49 47 50 4 8.7%

Financial Activities 128 134 111 81 47 -36.7%

Professional Services 11 12 11 9 2) -18.2%

Educational & Healthcare Services 459 509 545 574 115 25.1%
Healthcare/Social Assistance 459 509 545 574 115 25.1%

Leisure & Hospitality 136 88 100 123 (23) -9.6%
Accommodations & Eating and Drinking 93 61 66 97 4 4.3%

Accommodations 56 25 19 64 8 14.3%
Eating and Drinking 37 36 47 33 4) -10.8%

Other Services 55 53 54 52 3) -5.5%

Government 1,123 1,119 1,275 1,218 95 8.5%
Federal Government 60 59 57 56 (4) -6.7%
State Government 53 52 56 62 9 17.0%
Local Government* 1,010 1,008 1,162 1,100 90 8.9%

* Adjusted for Alaska Native tribal employment
Note: Totals may not sum due to rounding
Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section
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are NANAshareholders, and accordingto Borough
figures, approximately 140 of the workers live in
communities in the Borough. The mine’s
workforce represents approximately 17 percent
of the Borough’s wage and salary employment.
Even more impressive are the wages generated
by the mine. According to NANA, in 2003, the
mine’s payroll was $45.5 million, by far the
highest in the Borough. Teck Cominco also
provides the Borough with its largest source of
revenuesthrough paymentsin lieu of taxes, totaling
$5.9 million in 2003.

When the Red Dog Mine opened in 1990,
employment in the Northwest Arctic Borough
and in Alaska’s mining industry soared. This was
more than a large regional project; it represented
the openingof thefirstlarge-scale miningoperation
in the state in several decades. Even today it
remains the state’s largest operating mine. Prior
to Red Dog's opening, wages in the Borough
were well below the statewide average, but just
one year after it became operational, the local
average wage rose above that of the state’s. In
2003, the Borough’s average annual wage was
$39,600 versus $37,356 statewide, and nearly all
of this premium can be attributed to the mine.
According to Teck Cominco, the average annual
wage at the Red Dog mine is $73,900. Not only
are these good-paying jobs but they represent
stable year-round employment, a scarce
commodity nearly everywhere in rural Alaska.
Most of the mine’s employees work a two-week
on and one week off schedule.

In recent years total employment has declined
slightly as operations have become more efficient.
A surge in zinc prices towards the end of 2003
helped ensure a profitable year following two
years of sizeable losses. Zincand lead prices have
continued to climb which bodes well for the
profitability of the mine. Other large deposits of
zinc, lead, and other minerals have been identified
close to the existing mine, and these could help to
prolong its life.

Unemployment rates are higher—
incomes are lower

Although there are some good jobsin the Borough,
high unemployment, low incomes, and higher
rates of poverty prevail in most communities.
Several economic and social indicators help
illustrate this picture. For example, the 2002 per
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capita income of $25,208 ranked 20" out of 27
labor areas in the state. This is just 77 percent of
the statewide average of $32,799.

Part of the difference is due to demographics.
Because such a large share of the population is
under 18, a greater proportion are too young to
work.  The more telling explanation for this
disparity, however, isthatfewer local employment
opportunities exist, especially year-round
opportunities.  For the past two years the
unemployment rate in the Northwest Arctic
Borough has been among the highest in the state.
In 2003 it was 20.1% and it will attain a similar
level in 2004. Another revealing statistic is the
percentage of local labor force participation.
Statewide, 71 percent of the over 16 population
is active in the labor market versus 63 percent in
the Borough. Not surprisingly, incomes and job
opportunities are far more plentiful in Kotzebue
than elsewhere in the area.

Incomes are lower and job opportunities are
scarcer in the ten smaller communities. In some
of these the only year-round jobs are those offered
by the school district, the city, the local store and
occasionally by health providers or transportation
firms. In some communities, a third of the
population lives in poverty, with per capita
incomes at half the level of Kotzebue’s or the
overall Borough’s. The fact that costs of living
tend to be higher in communities characterized
by lower incomes exacerbates the problem. To
a certain extent, subsistence harvesting offsets
low incomes and lack of employment
opportunities. Still, given the demographics of
the area, there is growing pressure to provide
more economic opportunities as more young
residents reach working age.

Subsistence remains important

While the area offers some opportunities in mining
and other wage and income employment,
subsistence activity represents an importantsource
of non-cash income. To some extent, subsistence
harvesting helps offset unemployment and the
high cost of living. Caribou, sheefish, salmon,
seal, and moose are the mostimportantsubsistence
resources, but small game and berries also
contribute. The Western Arctic caribou herd,
one of the largest in North America with nearly a
half million animals, migrates through the area.
According to the Alaska Department of Fish and
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Game, more than 90 percent of the area’s
households consume wild fish and game. In
2003, the average resident consumed 516 pounds
of wild food, one of the highest amounts in the
state.

Inaddition to providinga subsistence food, salmon
runs support a small commercial fishery in the
Kotzebue area. Most of the harvest consists of
chumsalmon, and in recent years low catchesand
low prices have hurt this fishery. In 2004 the
catch improved considerably—nearly double the
average catch but prices remained low. The total
ex-vessel value of this fishery for all 43 permit
holders was $63,225.

THE NOME CENSUS AREA

The Nome census area is the smallest land division
within the Northern Region, although it covers an
area nearly as large as the state of West Virginia.
Its rich aboriginal heritage and early 20™ century
gold rush history make it unique, and its residents
still maintain that “there is no place like Nome”.

Since 1973 the City of Nome has celebrated the
finish of the Iditarod, a 1,100-mile dog sled race
commemorating delivery of the anti-diphtheria
serum that stopped the devastating epidemic of
1925. The course of the modern race has been
altered from the historic Nenana to Nome run
and instead follows interior trails from Wasilla to
Nome. The race has become an annual Alaska
event that enjoys international recognition; even
mushers from overseas enter this competition.
The Iditarod, the area’s history, and its unique
geographic position—a handshake away from
Russia—have contributed to the Nome Census
Area’s growing reputation as a visitor destination.

Nome area communities are small

Most communities are accessible by air and sea.
Although the area has more than 200 miles of
road, only one community, Teller, is connected
with Nome. All other roads and even old rail beds
lead to historic gold mining sites, most of which
have been depleted and abandoned. In some
locations overland travel is possible with all-terrain
vehicles in summer and snow machines and
dogsled in winter.

Most communities developed in the coastal region
along the shores of Norton Sound and the Seward
Peninsula. Four settlements are island

12 ALASKA ECONOMIC TRENDS

communities: Gambell and Savoonga are villages
on St. Lawrence Island; the City of Diomede, also
called Inalik, is the area’s smallest community and
is located on Little Diomede; Shismareff lies five
miles offshore in the Chukchi Sea, which
surrounds the northern edge of the Seward
Peninsula. Little Diomede’s fame is based on its
geographic location just a few miles away from
the international border. The close-by and
inhabited island of Big Diomede is Russian
property.  Except for Nome, the area’s
communities are small and populations vary
between a high of 728 in Unalakleet and a low of
1471 in Diomede City. The City of Nome has
3,473 residents.

A vibrant population history

At the turn of the twentieth century gold was
discovered at several sites in the Nome census
area. These finds brought floods of prospectors,
traders, entertainers, and other entrepreneurs to
the region. At the height of the rush Nome had
a population of 20,000, while Council claimed
15,000 inhabitants, and Teller was a town of
about 5,000. But the prosperity lasted only a few
years. Population fell off sharply after the easy
access gold reserves were depleted. It dwindled
furtherin 1918 during an influenza epidemic and
again in 1925 during a catastrophic outbreak of
diphtheria. By 1929, population in the City of
Nome had shrunk to 1,213 people and hardly
anyone remained in Teller or Council. Population
growth in Nome and the villages resumed
thereafter and by 1960 the U.S. Census Bureau
recorded a count of 6,091 residents in the census
area. The current estimate of population is
9,403.

In 2003, nearly 76 percent of the population
were Alaska Natives mainly of Yup’ik and Inupiat
Eskimo descent. More than 19 percent of all
residents were white and nearly four percent
were people of mixed race. The remaining
group was either African American, Asian,
Hawaiian, or other Pacific Islanders. (See Exhibit
1.) In2000, a large majority of the white population
resided in Nome, accounting for 38 percent of
the city’s inhabitants. In villages, the populations
were predominantly Alaska Natives. Inupiat
Eskimos reside primarily on the Seward Peninsula
and on Little Diomede Island. Central Yup’ik
people inhabit mainly the villages south of
Unalakleet and Siberian Yup’ik live on St.
Lawrence Island.
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Gold is still an economic driver in the
Nome Census Area

Gold hasalways beenafocusin Nome’seconomy,
despite its cyclical production record. Historical
mining records show nearly 6.8 million troy ounces
of gold were found in Nome’s eight mining
districts between 1880 and 1993. Most gold was
picked from Nome’s beaches or mined more
than 100 years ago. Production fell off sharply
after the gold rush days but local independent
placer miners, mostly family operations, have
continued the tradition through the years.

Occasionally larger mine operators have re-
entered the area, boosted employment for a few
years, and retreated when low gold prices
undermined profits. The last big production push
occurred in the 1990s but came to a haltin 1998
when low gold prices forced Alaska Gold to
suspend its large-scale placer operation.

Currently, new interest is surfacing because gold
prices have been rebounding. NovaGold

Resources has identified two deposits holding
one million ounces of gold. Their discoveries are
located close to existing infrastructure and the
City of Nome. The mining company hopes to
produce 100,000 ounces per year starting in
2006. This project would give local employment
a big boost.

Agriculture, Forestry & Fishing
Natural Resources
Mining
Construction
Manufacturing
Trade, Transportation, Utilities
Wholesale/Retalil

Transportation, Warehousing, Utilities

Information
Financial Activities
Professional Services

Educational & Healthcare Services

Healthcare/Social Assistance
Leisure & Hospitality

Accommodations & Eating and Drinking

Accommodations
Eating and Drinking
Other Services
Government
Federal Government
State Government
Local Government*

Total Wage and Salary Employment

A seafood industry has emerged

Fish remain an important ingredient in Nome's
economy. They not only provide a subsistence
resource butalso play a partin the cash economy.
In spite of the area’s northern location it has a
wide range of fisheries. Localfisherstargetsalmon,
herring, crab, and halibut in the Norton Sound
area and in the adjacent Bering Sea. While
important to the local economy, these fisheries
are small compared to harvests taken on other
Alaska fishing grounds. In 2003, local fishermen
earned $828,498, which was only one tenth of a
percentage point of Alaska’s total harvest value.
Most recently commercial fishing has improved
and itappears that earnings from the 2004 season
willbe higher thanin 2003 due to a slight rebound
in salmon prices and improved volume.

In addition to these local activities, most
communities in the Nome Census Area benefit

Employment by Industry

Nome Census Area-2003
Average Monthly Employment

Change

2000 2001 2002
3,481 3,515 3,702 3,745
3 3 1 0
5 7 5 5
5 7 5 5
38 31 32 79
27 28 22 9
603 588 602 608
308 282 281 278
295 306 321 330
24 18 18 16
277 274 267 294
33 32 33 20
633 661 695 700
633 661 695 700
206 197 208 208
149 137 141 152
33 27 29 27
116 110 112 125
69 82 80 84
1,563 1,595 1,742 1,720
81 76 75 77
198 205 215 219
1,284 1,314 1,451 1,425

* Adjusted for Alaska Native tribal employment
Note: Totals may not sum due to rounding

Source:
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Alaska Department of Labor and Workforce Development, Research and Analysis Section
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264
®3)

41
(18)

(30)
35
©)
17

(13)

157
(4)
21

141

Percent
Change

2003 2000-2003 2000-2003

7.6%
-100.0%
0.0%
0.0%
107.9%
-66.7%
0.8%
-9.7%
11.9%
-33.3%
6.1%
-39.4%
10.6%
10.6%
1.0%
2.0%
-18.2%
7.8%
21.7%
10.0%
-4.9%
10.6%
11.0%



10°

45.9%

Public Sector

from the high seas fisheries that take place in
the distant open waters of the Bering Sea. Since
1992, a local community development quota
(CDQ) has been in place for Norton Sound and
coastal Seward Peninsula communities. Every
year a portion of the Total Allowable Catch is
reserved for Nome and fourteen villages. The
Norton Sound Economic Development
Corporation (NSEDC) manages the fishing quota
and partners with Glacier Fish Company, a
seafood-processing firm that markets and sells
products from its Seattle headquarters. NSEDC
also contracts with other processors.

During the first three quarters of 2004 the
contract fishery landed 32,803 metric tons of
pollock, 2,345 metric tons of cod, 297 metric
tons of mackerel, 311,570 pounds of snow
crab, and 144,244 pounds of halibut. Profits
from the CDQ fishery are reinvested in the
seafood industry and are used for community
development projects and educational
programs. The CDQ fishery has created jobs in
the region, in Anchorage, and on Bering Sea
catcher/processor boats. According to NSEDC,
232 workers earned a payroll of approximately
$1.8 million during the third quarter of 2004.

The visitor industry holds promises

The visitor industry has also shown potential in
the Nome census area. Although the area lies

overnment is Largest Employer
Nome Census Area-2003

Prof Svcs 0.5%
Financial 7.9%

Leisure/Hosp. 5.6%
Info/Mfg/Other 3.0%

Retail 7.4%

Construction 2.1%

Ed/Healthcare 18.7%

Trans/Util 8.8%

distant from Alaska’s most-traveled routes, niche
markets have developed. Ecological and cultural
tourism, adventure travel, the Iditarod race, and
Nome as a gateway to Siberia are major attractions.
Bird watching has also become an important lure
not only to Nome but also to the outlying villages.
Recently, a new hotel in Nome has expanded
visitor capacity.

Employment trends slightly upwards

Since 2000, overall employment in the area has
grown by 7.6 percent. (See Exhibit 9.) At first glance
it would appear that the public sector has added
most of the jobs. This growth, however, must be
attributed in part to shifts in industry classification.
Businesses owned by federally recognized tribes
became public entities in 2000 and this transition
moved employment from the private to the public
sector. In spite of this technical shift, private sector
employment has gained ground; the construction,
healthcare including social services, and
transportation industries have alladded jobs. Recent
construction, including a $39 million harbor
improvement projectand a new stretch of road, has
created employment opportunities in the City of
Nome.

Government remains the largest employer
accounting for 46 percent of all wage and salary
employment. (See Exhibit 10.) Other important
area employers are Native corporations.  The
largest private sector employer is the Norton Sound
Health Corporation, a non-profit health care
provider, and the second largest is Kawerak, a
provider of social and educational services for
Alaska’s Native population. (See Exhibit 11.) Nome's
regional corporation, the Bering Strait Native
Corporation, operates a few businesses in Nome
such as the Aurora Inn and Stampede Car Rentals.
Outside the Nome area, the Bering Strait Native
Corporation owns construction firms and several
services support companies, which contract with
the federal government on military bases in
Anchorage, North Carolina, Georgia and Texas.
The corporation is also the largest landowner in the
areaand holds mostsubsurface rights on its property.
Nome’s local Native corporation is the Sitnasuak
Native Corporation, which owns three local
businesses and more than 161,000 acres of land.

Most jobs are located in the City of Nome, which

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section aCCcOU nted f()r 55 percent of a] | census area Wage
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and salary jobs in 2003. The City of Nome is the
area’s largest freight distribution point and
commercial center. Italso is the headquarters for
several Native corporations. The second largest
labor area is Unalakleet, including Stebbins and
St. Michael, which accounts for 14 percent of the
area’s total payroll jobs. In other communities
employment opportunities are scarce and the
majority of the population relies primarily on
subsistence.

Subsistence resources offer vast variety

Sea mammals, fish, crab, moose, caribou, musk
oxen, fowl, and other small game animals are
targeted subsistence species, which help to fill
larders and defray food costs. In the City of
Nome, the prices of store-bought food items,
accordingto a University of Alaska Fairbanks June
2004 survey, were 60 percent above the
Anchorage level. In the outlying villages, grocery
prices are even higher because of additional
transportation costs. Therefore, subsistence
remains vital to basic wellbeing.

Nome income figures are on the low side

A dependence on subsistence, government
transfers, and a small cash economy is a
characteristic of many rural Alaska locations and
the Nome Census Area is no exception. In fact,
the census area’s wage and salary earnings were
the lowest among the Northern Region areas.

In 2003, Nome Census Area wage and salary
earnings averaged $29,580 — 21 percent below
the Alaska average. (See Exhibit 1.) Personal
income statistics further confirmed that the
“average” individual in the Nome census area
relied on meager financial resources. Personal
per capita income registered at $24,156 in 2002,
which was 26 percent below the Alaska average
and the sixth lowest in the state. Approximately
30 percent of Nome’s personal income derived
from transfer payments, which are payments from
governmentto individualsand businesses. Unlike
the North Slope and Northwest Arctic boroughs,
with their oiland zinc extractions, Nome currently
lacks an industry that would improve its economic
position. A resurgence of gold mining activity is
the most likely possibility of changing Nome'’s
economic equation.

ALASKA ECONOMIC TRENDS

Summary

Many common threads tie this region together.
Subsistence is important to all of the areas both
from a cultural and economic standpoint. The
vast majority of the Northern Region’s population
is Inupiat Eskimo. Much of its cash wealth is
extracted from the ground, in form of either
metals or oil. Governmentand nonprofitagencies
aretheregion’slargestemployers. Unemployment
is high and incomes generally tend to be low,
while population is significantly younger than the
state’s overall population.

The Largest Employers

In the Nome Census Area-2003

Average

Monthly

Rank Company/Organization Employment
1 Bering Strait School District 569
2 Norton Sound Health Corporation 428
3 Kawerak 217
4 Nome Public Schools 105
5 Arctic Transportation Services 94
6 Bering Strait Regional Housing Authority 62
7 City of Nome 61
8 Alaska Commerical Company 59
9 Bering Air 51
10 Alaska Department of Transportation 45
11 Stebbins City Council 44
12 Alaska Department of Corrections 40
13 MIW 38
14 Cape Smythe Air Services 36
15 City of St. Michael 36

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section
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