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Introduction 

A. Scope of Work 

This report, "Insritutio~l Profile Analysis of Local 
Governments and Economies" focuses on the effects of 
oil revenue on infrastructure development and the 
provision of public services during the period from 1975 
through 1995. Rather than a rigorous quantitative study, 
this "institutional profile analysis" is a compilation of 
interviews with Alaskans who have first-hand 
knowledge of the effects of oil revenues on local 
governments over the last two decades. These "key 
informants" include mayors, city managers, 
representatives of tribal organizations and govenunent 
agencies, and many others (a list of key informants is 
provided m the appendix). 

Tbe interviews are supplemented by secondary data in 
some instances, but the methodology is one in which 
mfmal  questions produce opinions, impressions, 
memories and perceptions that are not necessarily 
documented or corroborated. 

This report attempts to identi@ how changing oil 
revenues affected local government services and 
infrastructure. The following types of questions are 
addressed: 

. Were facilities constructed with oil revenue 
that would not have been built in the absence 
of oil money? . Have local governments had trouble 
maintaining and operating facilities built with 
oil money? . How was the quality of life affected by 
infrastructure and services funded with oil 
money? . How did local governments adjust to declining 
oil revenue during the 1986-90 period? . What role did declining oil revenues have m 
the recession of 1986-90? Were there 
contriiuting factors? 

Several key informants noted the difficulty in attempting 
to separate the effects of oil money from other events, 
even while acknowledging that those events may have 
been prompted by, or directly related to, oil money. The 
following example illustrates the point. 

The Alaska Native Claims Settlement Act (ANCSA) 
culminated a long process of negotiations between 
Alaska Natives and the federal government regarding 
aboriginal land claims. Negotiations were influenced by 
the State land selection process and industrial 
development that had been increasingly affecting 
Native lifestyles, cultures and resources, but were 
brought to a head by the potential development of the 
North Slope oil fields and the Trans-Alaska pipeline. 
ANCSA extinguished aboriginal claims to all ofAlaska 
m exchange for title to nearly 44 million acres of land 
and nearly $1 billion. 

While it can be argued that adesire for oil development 
prompted ANCSA, it can also be argued that ANCSA 
permitted oil development Either way, ANCSA had 
significant cultural and economic impacts that are 
unrelated to State oil revenue. These impacts include 
the formation of regional and village corporations that 
changed Native government, employment, economic 
participation and incomes. ANCSA allowed 
development of timber and mineral resources and land 
itself, and established institutions that use State and 
federal money to provide health, education and social 
services to Alaskans. 

'Ihis is just one example of the many complexities 
involved in addressing the relationship between oil 
revenues, economic development and local government 
services. Despite these complexities, this key informant 
exercise is useful in establishing a broad understanding 
the remarkable socioeconomic change brought about - 
directly or indirectly--by oil development in Alaska. 

Important background information is provided in the 
Volume 1 report "Stare Oil Revenues and h a 1  
Gowrmenls." That report presents detailed capital 
projects expenditure data as well as selected operating 
budget data for the period 1975 to 1995. To 
summarize, during this period, State oil revenue 
increased from $230 million m 1975 to $5.7 billion by 
1982 (both figures are in 1995 dollars). The increase 
was the result of oil flow from Rudhoe Bay. Both 
production and price of oil roughly doubled from 1978 
to 1980, providing unprecedented revenue and 
development opportunities for the State. Six years of 
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increasing oil production and relatively high oil prices 
were followed in 1986 by oil's sudden drop to 1978 
price levels. State oil revenue dropped nearly in half and 
Alaska exjxrienced a recession fiom 1986 to 1990. The 
economy as a whole has been fairly stable since 1990; 
altho~gh both the fishing and timber industries have 
declined, trade and service expansion (due in part to 
to& development) have offset those declines. 

B. Report Organization 

Chapter I provides a statewide perspective on some of 
the public policy issues that affected local governments 
in Alaska during the 1975 to 1995 period. Chapter 11, 
I11 and IV are area-specific analyses (Municipality of 
Anchorage, Kenai Peninsula Borough and Northwest 
Arctic Borough, respectively) and are divided into two 
sections: infhstrudure and public services. Within these 
subsections are discussions of the impact of oil revenue 
fluctuation on quality of life, economic development, 
real estate markets, transportation in6astructure 
development and other topics. 
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Chapter I: An Overview of State Government 
Policy Issues 

Introduction 

'Ihe purpose of this chapter is to set the stage for the 
local-level analysis that follows in Chapters Il through 
IV. In many instances, the effects of rising and then 
declining oil revenue on local governments were a 
function of changing statewide policy. This chapter 
identifies some of the key policy issues that affected 
local govenunents in Alaska and the services they 
provide. A range of inhstmcture and public service 
issues are addressed here, under the general 
subheadings of Public Services, Utilities, 
Transportation, Housing and the Arts. 

A. Public Services 

1. Education 

Both capital and operating funding for education have 
been heavily influenced by oil revenue.' However, the 
period of study also encompasses several policy and 
fiscal changes that are less directly related to 
fluctuations in oil revenue but that are important to 
understanding education funding, municipal debt and 
infktructure development in Alaska. 

School Debt Reimbursement 

City and Borough school districts benefitted from a 
school debt reimbursement program that assisted in 
retiring municipal bonds issued for school wnstrudon. 
The debt reimbursement program was established in 
1970, soon after the State received $900 million from 
North Slope oil leases. Rapid population growth 
(driven in part by oil development), and consequent 
need for additional schools, caused debt reimbursement 
to go from less than $10 million annually in the mid- 
1970s to over $100 million in 1986. 

This discussion is limited to primary tnd secondary education. 
which is often referred to as 'K-12." Funding for the University of 
Al&a was also affected by oil menue, but the University system 
can k considered a statcwi& institution. The focus of this study is 
local instiMionc and economics. 

The school debt reimbursement program made voter 
approval of school bonds easier. It also may have 
prompted some municipalities to build schools that 
were more expensive than would have been built with 
strictly ~ocal funding. In fact, laws and regulations were 
changed over the years to prevent abuses, especially 
related to swimming pools and other %on-educational 
add-ons." 

Additionally, some school districts (including the 
Kenai Peninsula) had excess school capacity as the oil 
boom ended (around 1995). However, excess capacity 
can be attributed to the rapid (and, some claim, 
unforeseen) decline in population growth as the booin 
ended. 'lbere are no blatant examples of excess 
capacity in a wastell or abusive sense. There is also no 

of converting existing schools to other uses in 
order to take advantage of the debt reimbursement 
program. Program abuse was minimized by a 
combination of municipal contributions to projects and 
Department of Education oversight qprding space 
requirements. 

In the 1986-87 period, faced with rapidly growing 
program costs and rapidly declining revenues, the 
legislature placed a moratorium on new debt 
reimbursement effective in 1988 and attempted to end 
the program permanently in 1990. By 1993, oil prices 
were up, the state's recession was over and population 
growth was again exerting pressure on school 
capacities. The debt reimbursement program was 
reinstated with some restrictions in 1993. 

The wmlation between oil revenue and school debt 
payments is wmplicated by the fact that the years of 
declining oil revenue were also years of declining 
population in many areas of the state. The need for 
school construction subsided as population growth 
subsided (or even reversed). The conclusion is that the 
linkage between school capital funding and oil revenue 
is indirect as well as direct; when oil revenue declines, 
population growth slows so that fewer new schools are 
needed. 
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Other Capital Expenditures Issues 

Molly Hoocb: The Molly H m h  agreement, which 
assured operation of schools in Alaska's small 
communities, provides an example of State policy tied 
to oil revenue. Adjudication of the case was avoided 
when some legislators agreed to support an increase in 
oil taxes m exchange for an agreement to spend a 
porfion of the tax receipts on school construction in 
small communities. 

'Ihis demonstrates that oil revenu-r the promise of 
oil revenue-influenced how money was spent as well 
as how much money was spent This distinction applies 
to all public services and infrastructure development, 
including the education policy changes discussed 
above. 

Sbte Groats for Education: In addition to the debt 
reimbursement program, some urban districts also 
received state grants for school capital projects. Grants 
are not included m the capital spending reported under 
the School Debt Reimbursement Program. The 
distribution of state grants to urban areas appears to 
depend to some extent on political power, but the 
availability of funding parallels oil revenue. Grant 
amounts to each geographic area of inter& are 
reported in sections on the specific communities. 

Regional Education Attendance Areas: In the mid- 
1970s, Alaska adopted a Regional Education 
Attendance Area (REAA) system tbat incorporated 
nrral schools formerly operated by the Bureau of Indian 
Affairs (BIA). Ading as the "Local Assembly" for the 
unorganized borough, the State paid all school capital 
and operating costs of the REAAs. The Northwest 
Arctic REAA received capital grants of $2.6 million in 
1983, $2 million in 1985, $5.4 million in 1986 and $0.4 
million in 1987. The REAA became the Northwest 
Arctic Borough School District during FY87 upon 
f o W e o n  of the Northwest Arctic Borough. 

Urban school districts are b d e d  by local property 
taxes and state foundation funding. REAAs have no 
taxation authority therefore all funding comes from the 
State. 

the number of units in each district. Units are defmed 
as groups of students, with the group size smaller m 
small schools in order to compensate for dis-economies 
of scale. Every unit is funded at the same level, which 
is set by statute. 

Before the education foundation formula was modified 
in 1988, urban districts could contribute to school 
district operating budgets and generally selected 
properly tax proceeds for that purpose. Districts were, 
however, not required to contribute to school operating 
costs until the 1988 rewrite of the foundation formula. 

The addition of required local contributions (for urban 
districts only) complicates the relationships between 
State oil revenue and the flow of State funds to school 
districts. Until 1988, State education costs depended 
primarily on the unit value and the number of units. 
The unit value increased by about five percent annually 
from 1971 to 1977 while inflation was about 7.6 
percent annually. Inflation declined to about 7.1 
percent annually during 1978 to 1983, but the unit 
value increased by about nine percent annually. 
Although the relationship between inflation and unit 
value is not exad from year to year, it is clear that unit 
value inaeased faster (especially after accounting for 
inflation) after oil revenue began to flow. 

Coupled with population growth fueled by increasing 
State spending, the increasing unit value caused State 
education costs to soar. As oil revenue began to decline 
in 1984, the unit value remained at $42,000. However, 
population continued to increase, so that State aid fot 
education continued to grow at the rate of (student) 
population increase. 

The 1988 formula rewrite raised the unit value to 
S60,000, but that change was accompanied by changes 
in retirement program funding and local contribution 
requirements so that State costs were not increased to 
the extent indicated by the higher unit value. Under the 
revised formula, as required local effort increases, State 
foundation aid decreases by an identical amount to 
maintain a constant level ofbasic funding. Similarly, as 
property values (and required local effort) fall State 
foundation aid increases by an identical amount. 

2 Operating Costs While it is not possible to include all factors that 
affected education h d i n g  in this discussion, it is clear 

Oil revenue affected state aid for school operations in that the oil revenue decline contniuted to the State's 
a number of direct and indirect ways. The reader will push to contain education costs. The fluctuation in oil 
recall that State aid for school operations is based on revenue affected education funding in several ways. 
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Because the huge decline in oil revenue (oil 
revenues hit bottom in FY 1987 after peaking in 
FY 1982) reduced total available revenue, 
education bad more competition for funding and 
generated concenr over the level of education costs 
and the rate of increase in those costs. 

Because urban districts* required contnibutions to 
education were dependent upon property values 
and because property values fell significantly 
during the 1986 to 1990 recession, a large portion 
of the "local share" of education cost. shifted to 
the State during the recession. 

Because there is a two-year lag m property 
valuation (i.e., 1986 property values determine 
1988 contributions), State costs continued to 
increase rapidly even as the recession slowed 
population growth and the unit value remained 
wnstant. Required local contributions fell fiom 
$136 million in 1988 to $98 million in 1991 and 
are not expected to return to 1988 levels until 
1999. 

Although population began to increase with the oil 
price recovery in 1 99 1, the formula applied (low) 
1989 property values to determine the State share 
of education funding. By 1992, required local 
contributions had fallen to $991 per student (a 35 
percent reduction fiom the $1,536 per student 
required m 1988). State aid for education (to urban 
districts) increased 35 percent during the same 
period ($325 million in 1988 to $439 million by 
1992). 

The continued increases in State aid for education 
during the recession and first few years of 
economic recovery undoubtedly contributed tothe 
legislature's reluctance to raise the unit value. (The 
value was raised to $61,000 in 1993, but has not 
kept pace with inflation.) 

Although a f ~ e d  unit value may appear to affect 
all districts equally, REAAs can be particularly 
hard-bit. One consequence of the formula's 
treatment of required local contributions is that as 
urban property values fell, the legislature poured 
monq into education but districts had no net gain 
fiom the additional state aid because the monq 
simply offset declining required local 
contributions 

From the State's perspective, urban districts 
shifted costs to the State as property values 
declined. The increased costs worked against an 
increase m the unit value. 

From an urban district's perspective, increased 
State aid offset reduced required local 
contributions so the district had no net loss. In 
fad, urban districts can contribute more to 
education than is required. In 1988, urban districts 
contributed about $350 per student (23 percent) 
more than was required By 1992, total 
contributions were roughly double the required 
amount and have remained at that level since. The 
constant unit value pushed urban districts to make 
up for iaflation by contributing more than 
=wi=d 
From an REAA's perspective, a constant unit 
value means the REAA must absorb the effects of 
inflation because there is no option for local 
taxpayer contributions to o f i t  inflation. 

Durmgthe1990to 1995period,arecoverymproperly 
values increased required local effort to S 1 13 million m 
1995 (compared to $105 million in 1990) which 
reduced State funding by an equal amount. The State 
continued to pay the costs of an increasing student 
population, but raised the unit value only in 1993, by 
$1,000 (to $61,000 per unit). Through 1995, the State 
made no major changes to education funding m 
response to the recovery of oil revenue. 

One last issue deserves mention. While education is a 
major employer in every community, education funding 
is a &cularly important source of jobs and cash m 
nrral areas. The issue here is not teachers, but classified 
staff such as instructional aids and maintenance 
jxrsomel. While teachers fiequently move to w a l  
communities for a few years and then move on, 
classified staff are more likely to be long-term local 
residents. Most of the teachers who move to nual 
communities are fiom urban places geographically and 
culturally distant fiom the rural communities. 

Compared to urban districts, REAAs tend to have 'a 
high ratio of classified staff to students. This provides 
local employment opportunities, the importance of 
which is amplified by the general lack of private sector 
development in small ma1 communities. Along with 
Power Cost Equalization and Permanent Fund 
Dividends, education funding provides examples of 
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government money underwritten by oil revenue as a 
critical source of cash in rural communities. The 
emphasis on classified positions in rural areas is along- 
tern policy that does not appear to have been affected 
by fluctuations in oil revenue. 

In summary, public education in Alaska has been 
significantly affected by oil revenues. School operating 
funding increased at an annual rate of about 9% per 
education unit between the years 1978 and 1983 
(including the run-up and peak oil years). Starting with 
the decline m oil revenue in 1984, the rate of increase 
m education funding has declined and in fact has not 
kept pace with inflation. Similarly, school construction 
was supported generously during the oil-rich years, by 
the state's school debt reimbursement program. In 
1988, due to declining oil revenue that program was 
placed on hold and was not reinstated until 1993 when 
revenues recovered and stabilized, at least temporarily. 

3. Health and Social Services 

'Ihere are other areas in which oil revenue was more 
influential. The oil boom provided money that enabled 
the State to respond to the long-term clamor for 
improved health facilities. State funds built hospitals in 
Petersburg, Cordova and Fairbanks, but not m 
Anchorage, the Kenai Peninsula or Northwest Arctic 
boroughs. The Teamster Hospital (later known as 
Alaska Regional Hospital and other names) in 
Anchorage was certainly the result of oil revenue, but 
is a private sector fkcility. 

Oil revenue fluctuations do not appear to have played 
a significant role in shaping changes to public 
assistance or Medicaid programs. 'lhere were no 
significant program changes during the oil boom or m 
the following crash The program changes in the early 
1990s were less influenced by oil revenue than by 1) 
federal changes allowing two-parent families to qualify 
for AFDC (which increased costs and had a particularly 
high impact on h i l i e s  in rural Alaska) and 2) a 
change from a Democratic administration to a 
comparatively conservative Republican administration. 

The State's major health care and public assistance 
expenditures are driven by federal mandates. The food 
stamp program uses only federal money, and neither it 
nor relatively low-cost state assistance programs are 
discussed here. The two programs that account for 
nearly two-thirds of the Department ofHealth & Social 
Services' budget are federal entitlement programs. Aid 

to Families with Dependent Children (AFDC) is by far 
the largest public assistance program, and those eligible 
for AFDC are also eligible for Medicaid, which is the 
largest health care program. 

The State shares the cost of both major programs (with 
the federal govenunent) and has some control over 
program costs. Program wsts are also heavily 
influenced by economic conditions, especially by 
Alaska's situation relative to conditions in other states. 
The public assistance case load closely follows the 
Alaska unemployment rate, with a two-month lag. 

When attempting to determinethe impact of oil revenue 
on health and public assistance expenditures, the 
primary concern is not how well expemditures tracked 
the labor market, but whether the legislature changed 
program mles in response to oil revenues. The State 
can change income limits that determine eligibility for 
A R X  and can change the amount of benefits for 
which eligible families qualifl. The State can exercise 
several coverage options under Medicaid. 

During the oil boom, the State made no program 
changes other than in response to changes in the cost of 
Living. As the boom ended, the legislature continued to 
fund the case load, which increased substantially. In the 
early 1990s, skyrocketing wsts prompted elimination 
of automatic cost-of-living adjustments to public 
assistance benefits and a reduction of benefit amounts 
for one and two-person families. 

The Indian Health Service (IHS) uses federal funds to 
pay for hospitals and clinics to serve Natives, and also 
provides operating grants. Neither capital nor operating 
grants is affected by State oil revenue. 

The IHS service package has a few weak spots, notably 
adult dental care and drug and alcohol services. The 
State now provides mental health, drug and alcohol- 
related services that did not exist before the oil boom. 
Although these services were cwtainly enhanced with 
oil money, they were retained when oil prices 
collapsed. Their survival is due, m part, to increasing 
awareness of social problems caused by substance 
abuse and by the availability of Mental Health Trust 
funds. 

The State Revenue Sharing program includes 
categorical aid for hospitals and health facilities. That 
category was enriched during the oil boom, but total 
revenue sharing was reduced as oil revenue declined, 
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so that State support for health facilities declined as 
well (see Volume 1 report). 

B. Utilities 

1. Sewer and Water 

Fluctuations in DEC program W i n g  are not 
consistent with oil revenue fluctuations. Funding 
declined m several of the oil-boom years and increased 
in 1987, which was a year of relatively low oil revenue. 
In the years since 1990, funding increased substantially 
as Governor Hickel pushed the village safe water 
program and for federal funding for water systems. 'Ihe 
federal W i n g  became available in 1992. State 
fundingranged fiom $39 millionto$43 million m 1992 
through 1994, then fell to $25 million in 1995. 

State water and sanitation projects were typically 
funded with bonded debt until after 1980. As oil 
revenue became available, the State substituted cash for 
bond proceeds. 

There are three major State programs: the municipal 
grants and Village Safe Water programs are under the 
Department of Environmental Conservation (DEC), 
and them was a dired grant program through the 
Department of Administration. 

Ihe Village Safe Water program applies to all second 
class cities and to any community with a population 
between 25 and 600. l'be system installed depends 
upon the community and may be little more than a 
washeteria with a source of safe water. A pipe system 
is generally not feasible for a population less than 
about 400, but a community's system depends largely 
on the wishes of the wmmunity and what they can 
afford to operate. User fees are typically the primary 
means to recover operations and maintenance costs, but 
various communities use municipal assistance, state or 
federal revenue sharing money, sales tax proceeds or 
bingo proceeds to cover costs. 

Although Communities are responsible for operations 
and maintenance costs of sanitation systems, DEC has 
13 "circuit riders" that train local workers to maintain 
systems and offer technical assistance in about 150 
villages. DEC also coordinates with the Department of 
Community and Regional Affairs' utility advisors and 
with other state and federal agencies. 

State funding for projects ranged from $27 million to 
$33 million annually h m  the early 1970s through 
1980, then declined to less than $1 1 million in 1982. 
Funding for municipal grants fell from $23 million m 
1980 to $9.3 million in 1982 and $4.6 million in 1983. 
Funding for the village safe water program declined 
h m  $10 million in 1980 to $0.5 million by 1983. 

One reason DEC sanitation program &ding is not 
highly correlated with oil revenue fluctuations is the 
legislature's move toward direct grants as oil revenue 
increased. Direct grants nearly displaced DEC funding 
in 1983, grew to over S 100 million in 1984 and 1985, 
then dropped to $18 million m 1986 as oil prices fell. 
Grants recovered somewhat in 1987 but fell below $10 
million annually through 1990. Grants increased to an 
average of about $15 million annually during years in 
which rural democrats were in the legislative majority, 
but faded quickly when urban Republicans gained 
control of the legislature in 1994. 

Federal funding is also an important source of 
sanitation system funding in Alaska. l'be Indian Health 
Service (IHS) was the predominant source of federal 
sanitation funds in Alaska until 1983, when the 
Environmental Protection Agency (EPA) and Housing 
and Urban Development (HUD) began funding 
projects. HUD money generally goes to the 1HS for 
sewer and water systems to serve HUD housing 
projects In the Northwest Arctic Borough, the IHS is 
the predominant source of funds for sanitation systems, 
having worked with every communjty in the area. The 
flow of federal money is unrelated to state oil revenue. 

2. Electricity 
Rural communities benefitted from oil revenues 
through generator upgrades and the Power Cost 
Equalization program (PCE). PCE is a program that 
subsidizes electrical generation to reduce power costs 
paid by consumers (for more information, see the PCE 
discussion in the Volume 1 report). Without PCE, 
power costs would be very high in rural areas because 
fuel is much more expensive in northern and western 
Alaska communities than in other parts of the state. 
Fuel is one of the few commodities still shipped by 
barge to rural communities; most other items are flown 
in. Transportation and storage costs, along with 
relatively small volumes and high distribution costs 
frequently make fuel cost over twice as much in rural 
communities as in Anchorage. 
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Before the oil boom, Alaska communities relied on a 
mix of sources for generating electricity. Anchorage 
and the Kmai Peninsula Borough relied primarily on 
natural gas fiom the Cook Inlet oil fields while most 
other communities used fuel oil. A few Southeast 
communities had hydroelectric sites. The primary 
impact of oil revenue on electrical infkbuchm was 
tbe development of sevaal hydroelectric sites. 

Oftbe five dams constructed, only Bradley Lake serves 
a geographic area specified for analysis in this study. 
Bradley Lake provides electricity to Anchorage and, 
through mterties, to the remainder of the Railbelt. The 
S u s h  project consumed 6140 million in project 
anaIysis, but was not constructed. It was designed to 
provide electricity to the Railbeh. 

None of the five hydro projects built with the help of 
oil money are great investments fiom the State 
treasury's perspective. Although lower electricity costs 
may encourage development, State recovery of 
investment is limited by the lack of statewide sales and 
income taxes. 

Dams generally produce electricity at a lower cost then 
petroleum-fired generators, but require massive up- 
h n t  investments and create massive additions to 
supply. Amortization of upfiont costs can make rates 
unaffordable in the short-nm unless the full capacity of 
tbe site is used at the outset. Oil money provided an 
opportunity to develop good hydroelectric sites that 
could provide electricity at (short-tenn) affkwdable rates 
only with State subsidies. 

Electricity is now considered by many to be a necessity 
in rural communities. Beyond the convenience aspects, 
electricity is a matter of public health because it is 
required to operate sewer and water systems. 

major road projects in Anchorage. State-funded 
projects tended to involve direct grants to local 
governments rather than going through DOTBtPF. 
Because the oil money did not go through DOTBtPF, 
the department's statement that there has been no State 
program for transportation funding is technically 
correct. 

A review of federal programs provides a solid 
background of the transportation system in Alaska. 
Because each federal program is unique, funding for 
the three modes is discussed individually. 

Alaska has traditionally relied heavily on federal 
funding for road, air and marine infrastructure to meet 
transportation needs. For each mode of transportation, 
federal funds are available for capital investment 
(constmdon, repair and enhancement), but generally 
not for maintenance costs (such as snow removal) and 
operating costs (such as staff required to run a feny). 

Each of the three transportation modes has a state 
match requirement, with the match for specific projects 
ranging h m  50 percent to zero. Alaska's 
constitutional prohibition of dedicated revenue means 
that state matching funds for transportation projects 
almost always come fiom the general fund. 

Allocation of funding to regions of the state was 
originally based upon road miles in the administrative 
regions. The five regions were consolidated into three 
regions in the 1980% and Southeast, Northern and 
Central Regions got 20, 30 and 50 percent of total 
W i n g ,  respectively. In part due to perception that the 
Northem Region was getting an unfairly large share of 
funding, the regional allocation system was replaced by 
a more competitive system. The new system was 
implemented just as the 1975 to 1995 period of interest 
ended. 

C. Transportation 
Transportation project expenditure data, by year (1975 
to 1995) and location, is provided in Volume 1. 

Since 1988. Alaska has had no State program to 
supplement federal transportation fundin& so-that the 
State Department of Transportation and Public 
Facilities' OTBtPF)  expenditures on transportation 
infkbuchm are typically limited to the match 
required to receive federal funds. 

While federal funding has clearly been the long-term 
driver of transportation capital spending in Alaska, 
State oil revenue h d e d  several projects, including 
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1. Roads 

G d  Fund capital expenditures on roads were 
highly variable during the study period, but clearly 
peaked during the oil boom years. In 1979, the state 
spent S26 million (in 1995s) General Fund dollars on 
roads. Tbe next year, spending jumped to S158 
million, then to $227 million in 1980. After dipping to 
$87 million m 1981, spending climbed to a peak of 
$249 million m 1984, before filling to $64 million in 
1985. 

Although the decline m oil revenue affected State road 
ccmsmdon expenditures directly, the primary impact 
was on the maintenance budget, which declined rapidly 
in response to the decline in oil revenue. The 
maintenance budget did not recover as oil revenue 
increased after 1990. The State's response to a 
tightening budget has been to limit the number of road 
miles the State maintains. This has been accomplished 
by: 

Transferring maintenance responsibilities (and 
futute capital improvement responsibilities) to 
local governments when possible, and 
Limiting the number of new road miles for which 
the State accepts maintenance (and future capital 
improvement) responsibilities. This is done by 
limiting acceptance of Forest Service roads and by 
focusing on improvements to existing roads rather 
than wnstructing new routes. 

Roads typically wnnect the wmmunities of South- 
central Alaska's Railbelt. In other parts of Alaska, 
separation of wmmunities by water (m Southeast 
Alaska), rough tmain, tundra and/or substantial 
distance has encouraged air transportation (and marine 
transportation in Southeast) at the expense of road 
development. With regard to federal funding, the 
Alaska Marine Highway System is wnsidered part of 
the road system. 

retained as eligible for federal W i n g  upon statehood 
in 1959. The result is that Alaska does not have a 
combination of local, county, state and federal routes as 
do most other states. Many Alaska roads eligible for 
federal funding, mcluding major amid- m 
Anchorage, would likely be classified as local roads m 
other states. 

Alaska started a Stake-funded Local Scrvice Roads and 
Trails (LSR&n program in 1971. By 1976, bonds 
totaling $25 million were issued to fund the program, 
which had a rural emphasis and was designed to "get 
Bush people out of the mudn by constructing or 
improving roads that were not included in the federal- 
aid primary highway system. 

The L S U T  program received a total of $25 million m 
appropriations in 1978 and 1980, then began phasing 
out m 1982. Because this phase-out is counter to 
expectations of increased spending as oil revenue 
began to flow, an explanation is warranted As oil 
revenue increased, each house of the legislature was 
allocated one-third of tbe capital budget? Legislators 
chose to fund many projects directly rathex than go 
through established departmental programs. According 
to memoranda from the mid-1 980s, DOT&PF policy 
was not to seek additional funding for the LSRaT 
program in order "to avoid duplication of services now 
being provided by legislative grants and special 
legislative appropriations." 

The program was resurrected in 1984 but was open to 
first class cities and was driven largely by population. 
Facing continued budget cuts as oil revenue declined, 
DOT&PF again began program phase out m 1986. By 
its h a 1  year (1 988), the program had spent $65 million 
on roads, trails and erosion control projects. The 
program covered over 400 projects in 95 percent of all 
Alaska villages. 

Tbe faderal highway program allocates federal gasoline 
tax receipts to states for construction projects. Alaska 
receives far more federal highway funds than it 
contributes to the highway trust h d  and is one of two 
states with no existing State funded road program. 

In part, the lack of a State program is due to 
circumstances surrounding statehood. The federal 
government was responsible for all roads in Alaska 
during territorial days, and the full catalog of roads was 

During the peak oil w a u e  ye;m, the legislature developed a 
policy in which one-third ofthe capital budget was dlocated to csch 
of the legislative bodies and to the Governor. Within thc kgislahlrc. 
individual kgislators had allocations that they could direct a they 
wished. Many observes of the legislative process noted that the 
allocation system destroyed thc deliberative and public processes. 
Despite its public policy shortcomings, some consider thc pmcess UJ 
have resulted in little waste a midlocation of money; thcy say it 
was simply a system that allowed kgislatws to claim individual 
d i t  fw obtaining money for their districts. Othm point to 
convictions and indictments of kgiilaton a evidence of corruption 
m d  waste that characterized thc use of oil money. 
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While it is arguable that the State-funded LSMT 
program died because oil revenue increased, it is more 
aocwate to state that funding was diverted (from the 
program but not necessarily from the types of projects 
funded by the program) during the boom years and was 
not replaced when oil revenue declined. The 
consequence is that the State no longer funds a program 
focused on rind roads and trails. One reason for the 
failure to reinstate W i n g  for the program may be that 
projects that would have been candidates for LSMT 
became eligible for federal aid in 1991. 

2. Aviation 

S t .  general W appropriations for airport projects 
increased during the oil boom and faded with declining 
oil revenue (see Vol. 1, Parts 1 and 2). Many airport 
projects that used general funds (as opposed to State 
matching funds) were funded directly by the 
legislature. No significant appropriations of general 
fimds m excess of the required match have occurred 
since the oil revenue decline m the mid-1 980s. 

Regarding operations and maintenance, the State owns 
over 100 airports and loses money on almost all of 
them As for surface transportation, the primary impact 
of oil money is on the maintenance budget, which was 
put under pressure as oil revenue declined. The impact 
of budget pressure included delayed upkeep on 
kilities, less-timely snow-removal, and in rare 
ms&nces reduced hours of airport operations. 

Air transportation s e ~ c e s  in Alaska are generally 
provided by private sador businesses that operate at 
publicly owned airports and use flight services and 
navigational aids provided by the federal government. 
This partnership is the model that applies throughout 
the nation. While private abprts exist in Alaska, most 
airports used for public transportation purposes are 
publicly owned. 

Federal airport grants for capital projects are available 
only to public sponsors of airports. Receipt of federal 
airport grants is contingent upon agreeing to numerous 
assurances including promoting competition among 
service providers and allowing public and commercial 
use of airport facilities funded with federal grants. 
Revenue from landing fees, leases or other sources 
associated with federally funded projects can be used 
for airport activities oniy. 'There is little incentive for 
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private contributions to meet matching funds 
requirements because airport revenue cannot be used to 
provide a retum on private investment or even to return 
the principle invested. 

As for surface transportation, publieuse airport capital 
costs are generally funded primarily by the federal 
government while maintenance and operations 
expenses are the responsibility of the sponsor. In 
Alaska, the sponsor is genaally the State, especially f a  
airports serving mall communities. 

The primary source of capital funding for airports is an 
excise tax on ticket sales. Tax revenue flows into the 
federal Aviation Trust Fund and is then allocated to 
states. Federal funding includes er?itlements, 
discretionary funding and special funding. Aviation 
funding for Alaska also includes a significant amount 
($10.7 million annually in recent years) in 
"supplemental funding" for airports in small 
communities. While the law (49 USC 47 1 1 qe))  clearly 
intends this special provision to be an alternative 
method of apportionment, Alaska has received funding 
under both "normal" and alternative methods. 

Entitlement and discretionary funding can be pooled 
within several categories, so that W i n g  "earned" by 
a state-owned airport may be spent at any other state- 
owned airport in Alaska that is eligible for federal 
funding in that category. Where the State's "poolad" 
money is spent depends upon need, as determined by 
the Department of Transportation & Public Facilities 
and the political process. 

The sponsor is generally required to contribute 6.25 
percent to each project (Terminal construction has a 
higher match requirement.) Generally, the State 
contributes half the required match for projects at 
airpats owned by municipalities. 

Despite the recovery of oil revenues after 1990, 
continued pressure on operations and maintenance 
budgets has prompted discussion of turning airports 
(and responsibility for operations and maintenance 
costs) over to communities, especially communities 
with alternative modes of transportation. 

3. Marine Transportation 
Infrastructure 

State general fund expenditures on dock and harbor 
construction increased sharply with the rise in oil 
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revenues. In 1979, $6 million in general fund money 
was appropriated for dock and harbor constnrction (in 
1995s). Spending m 1980 jumped to $30 million and 
continued to rise to a peak of peak of $63 million in 
1984. With declining oil revenues in 1985, spending 
on docks and h b r s  dropped back to $9 million. 
Spending has ranged between $3 million and $20 
million since then (detailed expenditure data is 
provided m Volume 1 of this study). 

Ports and harbors have no federal assistance program 
parallel to highway and airport funding systems. Port 
and harbor capital projects are submitted individually 
to the CMps of Engineers for potential approval. Then 
is a20 percent state match requirement for construction 
projects and 50 percent match for studies. 

Traditionally, commercial marine traffic in Alaska 
moves by either private barge line or the Alaska Marine 
Highway System (AMHS) fehes. Barge transportation 
resembles aviation in that the government operates no 
carriers. However, while the government builds 
airports, barge tenninal conslruction has been largely 
kfl to the private sector, Bethel has the only state- 
owned port m Alaska. The State has traditionally 
funded harbor projects m Alaska. 

Barge t e m b d s  tend to be privately funded partly 
kause barge companies generally have uplands 
requirements, are often used only by a single company 
and because the State spends so little relative to marine 
mhstructu.mneeds. 

As with airports, the State has considered turning 
harbors over to local governments kause budget 
pressures leave the State with insufficient money for 
maintenance, repairs and replacement. Unlike roads 
and airports, the budget shortage could be addressed by 
increasing revenue rather than by reducing 
expenditures. Options to increase revenue so that 
spending could meet harbor needs include complying 
with existing regulations and modifLing m t e s  to 
bring berthing fees up to market rates. Money could 
also be raised via bonding or by increasing the state 
marine fuel tax. Alaska's marine fuel tax of 5 cents per 
gallon has not changed since 1977, generates over $7 
million annually, and is deposited in the general fund. 
In contrast to the highway fuel tax (which generates 
less than the amount required to match federal funds), 
the marine fuel tax generates about five times more 
than the State spends on port and harbor improvements. 

4. Common Elements to 
Transportation 

Federal funds are the primary source of funding for 
transportation capital projects and determine how most 
of the State general h d s  are spent. Federal funding 
levels were unaffected by fluctuations in state oil 
revenue. 

I M g  the oil-boom years, general funds were 
available for many transportation (and other 
infrastructure) projeds. While much of the money went 
through the DOT&PF, a substantial portion bypassed 
the departmental prioritization p w s s  and was 
appropriated directly to municipal governments. 

When oil revenue declined, the State continued to 
match all federal funds available but virtually 
eliminated spending on projects that were not eligible 
for federal funding. 

Despite the spike m State spending permitted by the oil 
boom, Alaska did not build excessive projects. 
Transportation needs had existed for years butthere 
was insufficient funding to meet the needs. 

DOT&PF does not fund resource development 
projects, which are loosely defined as projects that are 
needed in order to develop land or 1.eswrces. An 
example is the road to the Red Dog mine m the 
Northwest Arctic Borough. DOT&PF will consider 
improvements to "resource development" projects that 
expand to sem general transportation needs. 

m e  major impact of declining oil revenue has been 
declining maintenance budgets, especially m real 
dollars. 

D. Housing 

In considering the economic impacts of the oil industry 
in Alaska, housing impacts are important for several 
reasons. Most imprtant, oil revenue to state coffers 
made it possible for the state to offer below-market 
mortgage interest rates. Cheap mortgages, coupled 
with rapid population growth stemming from 
expenditure of oil wealth, led to a housing co- 
boom unprecedented m Alaska's history. 

In fix%, the State of Alaska's housing policies were a 
significant factor in the state's economic boom. and 
then bust, during the period from 1975 through 1995. 
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Ahhough a recession is not typically linked with 
improved quality of life, the economic carnage of the 
basing bust helped improve most Alaskans' quality of 
life with respect to housing. 

In 1970. 50 percent of Alaska households lived in 
h e s  that they owned. By 1990, home ownership bad 
inaeased to 56 percent ofbouseholds. During the same 
period, the average nmber of rooms per person 
increased about sixty percent in owner-occupied 
housing to almost two rooms per person. In renter- 
occupied housing, rooms per person increased 31 
percent. The proportion of owner-occupied housing 
units lacking complete plumbing facilities' fell fiom 
22.6 percent m 1970 to 8.7 percent in 1990. In renter- 
occupied housing, units lacking complete plumbing 
Eacilities fell h m  7.7 percent in 1970 to 52  percent in 
1990. 

Part of the improvement in housing quality came f h n ~  
the excess housing supply created during the boom in 
housing construction. In 1990, only 81 percent of all 
housing units were occupied, compared to 89 petcent 
in 1970. The huge surplus supply caused a crash in 
housing prices. On average, this allowed families to 
move up the housing scale. 

The crash in housing prices bad a real downside, 
however. Many homeowners saw the value of their 
homes fall to well below the b a b  on their mortgage. 
People that had lost their job during the recession were 
unable to make payments and simply walked away 
fiom their mortgages. Foreclosures rose to an all-time 
high. Residential construction companies went broke 
and many construction workers were forced to leave 
Alaska to search for work. 

1. The Housing Boom 

Ihe 1980-1985 oonstruction boom in Alaska was a 
product of the State spending of oil revenues. Large 
increases m operating expenditures produced big 
increases in employment opportunities. These 
opportunities--plus a recession in much of the rest of 
the U.S.-drew thousands of wage-seekers from 
outside Alaska Together with employment multiplier 
effects, State spending produced rapid population 
increases. Demand for housing and support services 

caused residential and commercial construction to 
jump. 

Tbe construction boom was intensified by State 
spending for capital construction and housing 
subsidies. In W, the rate of increase in construction 
was one that could not be sustained. At one point, 
projections of State spending were based on continued 
rapid increases in the price of oil that would have 
pushed its price over $100 per barrel. Events soan 
proved such projections to be naive. 

The late 1970's were a time of unprecedented inflation 
in the U.S. In Alaska, the average annual change in the 
Anchorage CPI (for d l  items) was 9.1 percent during 
fiscal year 1975 hough 1980. Housing costs ignited 
and rose at an even faster 14.7 percent rate during 1979 
and 1980. 

In this kind of climate, homeownaship made sense not 
just as a way to minimize housing costs or improve a 
family's housing amenities, but as a financial 
investment. Where else could the average person 
borrow $1 50,000 or more to invest in a red-hot market, 
except fiom a mortgage lender? Rapid appreciation in 
asset value, combined with the high leverage (95 
percent loan-to-value mortgages were common) made 
housing an unbeatable investment opportunity. 

Housing demand was also stimulated by an element of 
panic buying. As interest rates spiraled higher and 
home prices rapidly increased, many potential home 
buyers saw themselves being priced out of the home 
they hoped to own. Their incomes, though they might 
be rising, were not keeping up with housing costs. 

In a climate of heavy demand, including elements of 
speculation and panic buying, housing subsidies 
provided a strong impetus to the creation of excess 
housing supply. A subsidy sustained basic housing 
demand by keeping the income threshold for qualifying 
for a mortgage loan near where it had been before 
interest rates skyrocketed. But, subsidies and questions 
about their continued existence also fanned the tlames 
of speculative and panic buying. The resulting increase 
in housing demand was a one-time effect that could not 
be repeated, unless even greater subsidies were 
subsequently provided. 

The state subsidies were targeted toward low and 
moderate-income housing, including mobile homes. ' Cunpletc plumbing fxilitia include hot md cdd running water Only the federal tax exempt interest subsidy applied to 

md.tkastoncmdmxflurhtoilamdshowuab8lh. 
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mortgage amounts above $90,000. Still, the significant 
subsidy on the first $90,000 and the ability of higher 
income households to more readily qualiij for a loan, 
tilted AHFC's average loan amount upward. The 
median value of owner-occupied housing in Alaska in 
1980 was $76,300, according to the U.S. Census. The 
average sales price on homes financed by AHFC in 
fiscal year 1981 was $96,167. The housing boom 
covered a broad spectrum of housing prices, from 
lower-cost condominiums to better and bigger single- 
family residences. Only very low cost housing, 
supplied by existing homes rather than new 
construction, did not participate in the boom. 

The State bad established an interest rate ceiling of 10 
percent on the first S90,000 of an Alaska Housing 
Finance Corporation (AHFC) mortgage loan in 1980. 
For veterans, the ceiling was nine percent. The rates on 
the podon of a mortgage loan in excess of $90,000 
were tied to AHFC's cost of funds borrowed m the 
bond market These rates generally were about one 
percent less than national mortgage rates, due to tax- 
exempt h w i n g .  See the Volume 1 report for a more 
detailed history of AHFC's programs and subsidies. 

AHFC's average mortgage rate during 198 1 through 
1985 exceeded the average rate on its mortgages from 
1975 through 1 980. Yet, in 198 1, residential building 
permits more than doubled, reversing a steady decline 
f b m  1977 through 1980. Permits more than doubled 
again tbe next year in Anchorage. Statewide, new 
residential building permits peaked m 1983 at over five 
times the 2,230 pennits issued m 1980. In Anchorage, 
tbe 1983 peak was almost nine times the previous 
trough in 1979. 

The average Alaskan saw home prices zooming and 
tbeir personal income increasing as high inflation 
persisted through fiscal year 1982. If Alaska home 
buyers had not been insulated from the national anti- 
mflation policy of record high interest rates, fju fewer 
families would have met the income qualifications for 
a home mortgage. Many more would have balked at the 
extraordinary monthly mortgage payments they would 
have faced. 

Instead, in an inflationary environment, subsidies 
provoked an excessive spurt of homebuilding. The 
regular AHFC subsidy relative to national mortgage 
rates reached almost 6 percent in 1982. 

Subsidies also accelerated the increase in the price of 
housing, both new and existing. For many households, 
the decision to buy a home hinges as much on the 
amount of the monthly mortgage payment as on the 
price of the house. If the interest component of the 
monthly payment is reduced by a subsidy, the buyer 
may tolerate a higher monthly principal payment. Thus, 
home sellers and builders captured a portion of the 
subsidy in the form of higher housing prices. 

There was a strong sense in the industry that 
condominium prices in particular jumped to S80,000, 
the maximum that could be borrowed at a rate that was 
subsidized to as little as 6 percent for low-income 
borrowers under another AHFC program, the Home 
Ownership Fund (HOF) Program. 

Housing was an important force in the construction 
boom that extended through fiscal year 1986. In 1979, 
before the boom began, residen tial property constituted 
72 percent of the assessed value of all developed 
property. But, through 1984,82 percent of tbe increase 
m the real value of developed property came from 
residential construction. n# remainder, 18 percent, 
came fiom commercial construction. 

The statewide full value of assessed real properly' in 
1995 dollars reached a peak in 1986 of $382 billion. 
The real increase in value almost equaled the $20.3 
billion full value of real property existing in 1979. 

2. The Housing Bust 

What could sustain a construction boom so torrid that 
it roughly recreated a state's existing private capital 
stock in seven years? The answer to this rhetorical 
question is "probably nothing." The real estate market 
began to soften in 1984 and was showing danger signs 
in 1985. A market correction would have been likely 
even without a decline in state oil revenue. When the 
State capital budget fell in 1986, there was a lot of 
money in tbe State construction "pipeline" that assured 
continued spending for several years (at a slower rate). 
The collapse in oil revenue pushed the real estate 
market over a cliff, but the market was already on the 
edge of a catastrophic collapse. 

' These real propury mountr include r minor mnwnt 6or vacant 
property. Otbemisc, they consist of developed residential md 
commercial property. They exclude tax-exempt property a d  oil md 
wpropcrty. 
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In four years (1986 to 1990), the total value of real 
property in the state had sunk back almost to the level 
it was at before the boom began. One year later, in 
1991, the real full value of assessed real property 
reached its nadir, at $2 1.1 billion, a 45 percent drop in 
value fiom the peak in 1986. By 1995, real property 
values in 1995 dollars were still barely ahead of where 
they were in 1979 before the boom med, 16 years 
earlier. 

Some of this loss of wealth was a loss of what had been 
only paper gains in the fust place. Only those who 
bought duriig the boom suffered losses, either realized 
or on paper. Unfortunately, this included thousands of 
households across the state, many of whom waked 
away h m  their mortgages. 

Regardless of changes in value, it is clear that large 
additions had been made to the residential and 
commercial capital stock. Total housing units in the 
state increased fiom 154,171 in 1980 to 232,608 in 
1990. commercial capital stock. Total housing units in 
tksmeincreasedhm 154,171 in 1980to232,608 in 
1990. 

With the increase in housing stock, it is clear that the 
decline in assessed values hss been due to price 
decreases. 'Ihe nominal dollar value of assessed real 
property fell 40 percent from 1986 to 1989. This 
corresponds with AHFC's experience in selling 
foreclosed properties during the fourth quarter of 1989. 
AHFC's average sales price on foreclosed property 
during that period was 45 percent below the average 
loan balance at foreclosure.' 

The bursting of the housing bubble produced great 
bloodletting among mortgage lenders. AHFC saw its 
delinquency soar h m  3.38 percent of its number of 
loans in 1983 to 14.73 percent in 1987. During the 
period 1983 through 1995, AHFC foreclosedon 12,885 
loans. By comparison, the most loans AHFC had ever 
held at any one time had been 48,340. 

'Alaska Public Dcbt 1989. Dcpfulnunt of Revalue. State of Alaska, 
March 1990. 
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Table I.D.l 
Full Assessed Property Value 

1975 to 1995 (millions of dollars) 

Real Roperty 
Jan 1 SWewi& Munictpality of Kenai Peninsula 

hhongb BorouBh 

Pertonal Property 

Statewide 

Notes: I .  Full d u e s  fmm Alsska Taxable, Alaska -t of Community & Regional A f M i  various yeas. 
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Table I.D.2 
Real Full Assessed Property Value 

1975 to 1995 (millions of 1995 dollars) 

Jan 1 Statewide 

Real ProDerhr Personal ProDertv 

Kenai Peninsula 

Borough 

Statewide 

Notes: I. Full values from Alaska Taxabk. Alaska Department of Community & Regional AfipirS wiws ytan. adjusted to fiscal 
year 1995 dollars using lfic Admmgc CPI. All Urban Consumers, AU Items. 
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Many people who lost jobs in the construction collapse 
could no longer meet their mortgage payments. Others 
wanted to sell their homes due to relocation or other 
reasons. State housing policies were created and 
implemented to absorb much of the burden of the crash 
on homeowners. These policies helped many home 
owners but many others still experienced financial 
difficulties during the 1986-90 crash or long after it 
was ova. 

The losses to households from the crash were in many 
cases quite onerous. But, in terms of total economic 
losses, households generally incurred a minor portion. 
Their losses, excluding paper profits, were usually 
limited to the down-payment of 5 percent to 10 percent 
of purchase price, plus a small amount of principal 
amorbtion. AHFC lost another 40 percent or more, 
four times the losses of the borrower. 

AHFC created a number of refinancing, extension, and 
assistance programs for existing borrowers who wanted 
to stay in their homes. Those who wanted to sell their 
homes usually faced a sales price far below the amount 
they owed on their mortgage. AHFC pursued judicial 
foreclosures when it made economic sense. But, often 
tbe corporation allowed borrowers to relinquish title 
and turn in the keys with w legal obligation to pay 
deficiency balances (at least one key informant, 
however, reported that many people did know about or 
take advantage of the programs available). 

AHFC could be so generous in part because various 
mortgage insurance arrangements and federal agency 
guarantees limited AHFC's losses on many mortgages 
in its portfolio. For fiscal years 1985 through 1995, 
AHFC's provisions for loan losses totaled 
S185,487,000. Yet, AHFC's financial losses were 
minor in terms of $12 billion economic loss in real 
property value between 1986 and 1989 (see Table 
ID.2). 

AHFC easily absorbed the losses because of its 
enormous equity capital. On June 30,1989, AHFC's 
equity stood at S1,386,546,000. The State had 
conmibuted over $1 billion in capital tothe wrporation. 
Those conmibutions were made possible by oil revenue. 

As a state agency, AHFC grappled with the housing 
crash h m  a political standpoint as well as a business 
one. Undoubtedly, some judgements that could have 
been obtained against borrowers would have been 
uncollectible and some wllections would have been 
less than the costs of obtaining judgments and 
collecting balances due. More importantly, there was a 
political view that AHFC policies were responsible for 
the collapse and that AHFC was obliged to bail out 
borrowers and the housing industry. By deferring 

payments, providing assistance, and absorbing losses, 
AHFC provided another large subsidy to Alaska home 
buyers, the housing industry, and the economy in 
general. 

AHFC also came under pressure fiom the housing 
industry-mltors, construction contractors, banks, and 
other mortgage lenders-to support housing prices by 
taking foreclosed properties off the market, or at least 
engaging in only "orderly" dispositions of the homes it 
held through foreclosure. AHFC was the focus of 
attention because as of June 1987, it held 
approximately 62 percent of all residential mortgages 
in the state.6 It was also the mortgage lender most 
susceptible to political pressure. AHFC resolved its 
policies in favor of the corporation and the economy 
taking their losses. But, by the time the debate was over 
and the development of the management capabilities to 
dispose of such a large volume of properties had taken 
place, the market had largely stabilized anyway. 

'Ihe other secondary market mortgage lenders or 
guarantors, including the Federal National Mortgage 
Association (FNMA), the Federal Home Loan 
Mortgage Corporation (FHLMC or Freddie Mac"), and 
the Govenunent National Mortgage Association 
(GNMA), also experienced loan losses. Their vast size 
and national diversification generally immunized them 
fiom serious harm. 

An exception was the private mortgage insurer MGIC. 
its losses caused it to file bankruptcy. The bankruptcy 
proceedings resulted in another corporation taking over 
its assets and liabilities, including AHFC's mortgage 
insurance claims. 

The housing market in rural Alaska did not experience 
the degree of price appreciation or the collapse that hit 
urban areas. AHFC was not active in rural areas. But, 
similar programs were offered through the Department 
of Community and Regional Affairs (CBtRA). In some 
rural areas, those more tied to the cash 
economy, such as Nome, CBtRA financing did result in 
a less severe housing boom and bust. But, in many of 
the smaller villages, despite the availability of 
advantageous financing, rural Alaska never eliminated 
a "fmancing gapu that has limited the supply of homes. 

Decent, safe, sanitary homes are not generally 
affordable in rural communities. Because of limited 
incomes and small markets, the fair market value of 
homes-in terms of rental income potential-is about 

Alaska's Economv and Housinr! Market. Final Rmq, Scott 
Goldsmith U d. Institutc for Social md Economic Research, 
University of Alaska Anchorage. October 1987. 
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one-third the cost ofconsbuction. In addition, wetlands 
classification and land ownership by governments and 
ANCSA corporations limit the availability of private 
land suitable for building. 

A significant portion of housing m rural Alaska was 
owned or subsidized by public housing agencies going 
into the 1986-90 crash. 'Ibe Alaska State Housing 
Authority (ASHA), with HUD money and proceeds 
from ASHA bond issues, const~ded much of tbe 
housing m rural Alaska. The State did not provide any 
significant h d s  to ASHA for its low-income housing 
programs. Only after ASHA merged with the AHFC 
on July 1, 1992 was any State oil money involved in 
low-income housing programs of the type ASHA 
formerly provided. Such programs continued to rely to 
a large extent on HUD and other non-State agencies 
and bond proceeds. 

Evidence of the lack of a rural housing boom during 
the oil boom is provided by the development ofthe Red 
Dog mine, which coincided with the end of the oil 
boom. Because of low housing stock. some mine 
personnel commuted h m  Anchorage. In those towns 
or villages wbere surplus housing did develop. the 
psychological impad of the statewide hasing bust 
exacerbated declines m housing prices and prolonged 
the hiatus in new construction. 

In summary, the oil boom ended with no surplus 
housing stack m most rural communities. 'Ibe oil- 
boom period affeded construction of state projects but 
had little impact on housing supply or price, except in 
tbase areas more closely linked to the cash economy. 

3. Alaska's Banking .Sector 

In contrast to AHFC, the Alaska banking sector was 
devastated by tbe real estate crash. Alaska commercial 
banks had net loan losses of over S400 million during 
1985-90. They had aggregate net income losses for 
three years m a row, reaching over $200 million m 
losses 1987. 'Ibe result was a rapid consolidation ofthe 
industry that cut the number of banks almost in half 
During the last half of the 1980% four banks in 
fiaancial distress merged with ohm as the result of 
negotiation. Six failed and were merged with assistance 
fiom the Federal Deposit Insurance Corporation 
(FDIC). The number of bank branches or ofices in the 
state shnmk by 23 percent. 

The banks' hemorrhaging undoubtedly stemmed more 
fiom commercial loans than residential loans. In 1986, 
their total 1 - 4 family residential mortgages totaled 
only $347 million. This was a minor 11.6 percent of 
their total loans and leases. Tbe banks' percentage of 
loans in residential mortgages over the period 1975-95 
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mirrored in inverse fashion the changes m AHFC's 
percent of the mortgage market. AHFC's share of the 
mortgage market rose and fell with the m i o n  and 
phase-out of its interest rate subsidies. 

The banks' delinquent loans, residential and 
commercial reached a dollar peak of $203 million m 
1986 (6.8 percent), and a percentage peak of 7.6 
percent two years later ($166 million). Bank deposits 
peaked in 1986 at just over $4 billion, before bottoming 
out at about $3.4 billion in 1989. Loans fell much 
further-fiom $3.1 billion in 1985 to $1.7 billion in 
1989. This dropped the loan to deposit ratio to 51 
percent, tbe lowest recorded during the entire 1975 to 
1995 period. 

The consolidation left three main banks that had 
statewide branches. Only one of these had an interstate 
network The two purely domestic Alaska banks were 
viewed by many as having extremely conservative 
management. Some felt that they were hiling to lend to 
aeditworthy business opportunities. One was even 
written up by federal regulators under tbe Community 
Reinvestment Ad  for failing to make sufficient efforts 
to make loans m the communities they saved. 

For banks with no diversification outside the state, a 
greater degree of consewatism could be expected. And 
certainly tbere were lessons to be l e a d  from the 
financial cataclysm that had just occurred. But, 
probably the most important reason for a decline in 
new larding by banks was the tremendous excess 
capacity m commercial property and business activity 
created by tbe gash Tbere were simply few, if any, 
new development projects being -en. 

Savings instiMions in Alaska were hit even harderthan 
banks. WU smaller size, lack of interstate 
diversification, and greater concentration of loans m I- 
4 family residential mortgages-54 percent in 
1984-made them more vulnerable than banks. The 
number of institutions plummeted fiom six m 1985 to 
2 in 1989. They recorded an aggregate net loss of 
mcome for 1986-89 of $121 million. However, theii 
total assets of $680 million in 1985, compared to S4.9 
billion for banks, make them a footnote to the 
slaughter.' 

' Wstics on bank in^ Historical 19341994. Vdurne Il, Fcdaa) 
Dcposit lnsur~nce August 1995. 

-- 
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Table 1.0.3 
Condition of Alaska's Commercial Banks 

1975 to 1995 (000s of Dollars) 

Year Deposits Net Loans & Loan to Deposit 1 - 4  Family 1-4 Famllyrs X Loans Loam 
Leases Ratio ResidenUal d Met Loans & Delinquent Delinquent 

 not^ 1.1975-94 figurts hn Statistics on Banking- Historical 1934-1984. Vdurne 4 Fcderd Deposit Innusna Corpolob'on. August 1 M .  
2. 1995 figurts hn Statistics on Banking 1995, Federal Deposit Insurance Corpotption, April 1996. 
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E. The Arts for schools funded after September 1,1977 is one-half 
percent. Tbe percentage requirements apply to State 

The State has diredy contributed to the arts through funds granted to municipalities or other agencies for 
two programs, the Alaska State Council on the Arts facility construction. No figures are available on the 
(ASCA) and the Percent for Art program. State funding amounts spent under this program. 
for the arts has followed the ebb and flow of State oil 
revenues. State funding peaked in fiscal year 1983 at 
95.9 million (in 1995 dollars). By 1995, it had retreated 
to only 12 percent of that peak amount. 

In the early years of the oil boom, the State also 
dkctly appropriated grants to various local art 
organizations or programs. Later, the State fimneled all 
such money through ASCA. In addition, the State 
museum's budget and local government contriiutions 
to the arts have undoubtedly been more mbust as a 
result of State spending and sharing of oil revenues. 

ASCA's d o n  was not tied to the State's plethora of 
oil dollan, but its funding over the years certainly has 
been. Tbe Percent for Art program has been more of a 
step-child of the oil boom. Tbe State's feeling of 
we& may have smoothed the passage of the State 
kgislation creating it in 1975. Further, much of the 
-on spending from which the program got its 
share was tied to the availability of oil money in the 
State treasury. 

ASCA receives appropriations of State general funds. 
ASCA distributes the State funds, as well as federal 
firnds it receives, as grants to local arts organizations, 
programs, and individual artists. ASCA was aeated in 
1966 to serve as a recipient for federal funding for the 
arts, available from the National Foundation on the 
Arts & Humanities. Tbe Foundation was subsequently 
split mto the National Endowment for the Arts and the 
National Endowment for the Humanities. 

ASCA received a minor amount of grant contributions 
fiom charitable foundations. Tbe amount of such 
independent grant contributions have never totaled 
more than $15,000 to $20,000 in any one year. 

The difference between State and total funding is 
a t l r i i l e  entirely to federal funds received under 
different grant programs of the National Endowment 
for the Arts. These federal funds slowly increased in 
nominal dollars over the twenty-year period fiom about 
S400,000 to about $750,000. In real dollars, federal 
funding declined about 30 percent. 

The Percent for Art program requires drat one percent 
of State funds used for construction costs of office 
buildings, Alaska Marine Highway System ferry 
vessels, and other public facilities designed for 
substantial public use be spent for visual works of art 
located at, or as part of, the facility. The requirement 

Vdume 2, Part 1 Report Page 20 McDowell Group, Inc. 



Table I.E.1 
Alaska State Council on the Arts 

Appropriations, 1975 to 1995 

Fiocd Year 
Nominal Dollars 

Stab Tatal 

PI 1995 Dollars 

state Total 

Notes 1. Nominal dollar amounts provided by the Alaska State Council on the Artr 

2. F i  ycar 1995 dollar amounU adjusted by Anchorage Cps All Items. AU Urban Consumen 
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Chapter II: Municipality of Anchorage 

A. Infrastructure 

The oil boom (1980 through 1985) contributed to 
placing Anchorage among the West growing cites in 
the nation m the early 1980s. Property values were also 
iacreasing rapidly, and the maeasing wealth and 
population combined to promote demand for improved 
transportation, a~ltural, recreational and educational 
kilities. 
The Sullivan Arena, Performing Arts Center, Egan 
Convention Center, l i m y ,  museum, c o d  trail, and 
numerous recreational fields and schools were built 
during the boom years. There were also major sewer, 
water, road and airport improvement projects in 
response to Anchorage's burgeoning population. 

1. The Impact of Oil Revenue-the 
1980 through 1985 Boom 

There is no doubt that oil revenue contributed to 
Anchorage's building boom, and strong belief that 
some projects could not have been built without the 
sudden and massive availability of cash. Huge 
increases in properly values increased the capacity to 
issue bonds, but a combination of the school debt 
reimbursement program and the availability of 0 t h  
state h d s  reduced the need to incur municipal debt. 

If state funds had not been available, some projects 
may have been smaller ia scope or delayed m favor of 
projects with a higher priority. Some may not have 
been built if individual bond issues had been required 
From a political perspective, there were several groups 
supporting specific projects. With plenty of money to 
spend, along with a desire to make each constituent 
group happy, politicians found it difficult to say no. 

No key informant could identi@ specific facilities 
(other than office buildings) tbat were built directly by 
oil producers. In general, oil companies contribute to 
the operations of nonprofit organizations; if they 
mtr i iu te  to capital costs, they are usually just one of 
many donors. 

There are several points that should be kept ia mind as 
we look back at the oil era While the oil money was 
important to development decisions, there was an 
attitude that the good times would continue with the 
impending construction of a natural gas pipeline. In 
addition, this was the opening age of 'hew federalism" 
m which responsibilities-but not necessarily h d m g  
for them-were shifted to the states. The municipality 
built trails, parks and recreation projects because there 
would have been little federal aid available for them. 

Perhaps most importantly, the projects were driven by 
the demands and desires of the citizens. Without oil 
money, population may have increased less quickly, 
thus reducing the demand for infrastructure. As it was, 
the facilities that were built all had constituencies, and 
the Municipality still had to set priorities. 

There is no way to determine if bonds, federal aid or 
other sources of h d i g  would have been sufficient to 
meet the dem.ands of a smaller population with a leu 
expansive view of the future. It is clear that municipal 
debt was much lower than would normally be 
associated with the rapid expansion of schools and 
other facilities. It is also clear that state oil revenue 
disbiiuted to local governments took the place of 
issuing debt. 

Despite the abundance of cash, there is little indication 
that money was wasted on projects that were excessive 
in nature or scale. Some facilities-the Eklutna water 
project and the Performing M Center-were 
identified as perhaps excessive in scale for the existing 
population, but not overbuilt when project life 

and population forecasts were considered. 

City officials thought that the projects were generally 
well-conceived but not necessarily well-executed. 
~ k u s e  there was a rush to build so many projects so 
quickly, there were some design flaws that were 
expensive and some mismatches of design firms and 
construction companies. For example, the Performing 
Arts Center was cited for poor planning and cost 
overruns related to poor project management, and still 
wasn't handicapped-friendly. The Sullivan Arena had 
design flaws that took $25 million to fix. Also, there 
were some operating issues--the main h i  struggle 
with the branch libraries and the closure of the Alaska 
Repatory Theater, for examplothat added costs or 
resulted m poor public perception of some projects. 

However, the poor public perception does not reflect 
utilization of the facilities. All facilities are well 
utilized and no longer appear excessive. Sullivan arena 
revenues cover operating and maintenance costs ?be 
Perfming Arts Center generates about 40 percent of 
its budget through operating revenues and 
contributions, with the Municipality providing the 
balance of operating funds. Projects such as the coastal 
trail generate no revenue but are heavily used. Each 
facility built during the oil boom has a strong 
constituency, and even the most conservative 
informants believe that oil money allowed 
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infrastructure to catch up to existing needs rather than have a stronger relationship to oil revenue (to the extent 
get ahead of needs. that oil money caused population to increase) and have 

contributed to Anchorage's ability to serve as a hub to 
2. Effects on the Quality of Life rural Alaska and as a visitor destination. 

Several projects initiated in the boom years--the 
Performing Arts Center, Sullivan Arena, the library, 
coastal bail, museum, ski area, ball fields and ice rinks, 
to name a few--offered the people alternative (or 
additional access to) recreational and cultural 
opprtmitia. All was not p o s i t i v d e  Alaska 
Repertory Theater closed after the Performing Arts 
Center opened-but these opportunities generally 
improved the quality of life. 

At a more m u n d a n d u t  no less important-level, 
public service projects also helped make Anchorage a 
mare livable community. Construction of several 
schools and expansion of the University of Alaska 
improved educational opportunities. Construction of 
shelters addiessed needs ofthe homeless and runaways. 
Major road cmstwtion projects alleviated increasingly 
serious traffic congestion problems. Landscaping, 
sidewalks and bike trails improved neighborhoods. 

Municipal g o v m e n t  wanted a city that worked for 
people as well as for cars. While it would not be 
difficult to find people opposed to the growth that 
Anchorage struggled with, municipal leaders were 
proud of Anchorage's All American City status and 
increasingly cosmopolitan image. 

3. 'Effects on Economic Development 

The public meeting/perfomance centers and ahprt 
were frequently cited as projects that contriited to 
economic development as well as to tbe quality of life. 
The Egan Convention Center provided tbe type of 
facility required to attract national conventions and 
conferences. Similarly, the Great Alaska Shootout (a 
major basketball tournament that provides Alaska with 
national television exposure as well as attracting 
visitors) could not occur without tfie Sullivan Arena 

Airport development-particularly the opening of 
FedEx and UPS distribution centers--is an important 
part of the Anchorage economy. Howeva, the linkage 
between oil revenue, airport development and 
economic development is relatively weak. Airport 
improvements did not depend on oil revenue (they used 
primarily federal funding), and much of the private 
development using the airport may be attributable to 
Anchorage's position on the great circle mute f b m  the 
Orient to the United States. In addition, the investment 

Pertiaps more important than any particular facility's 
contribution to economic development, the construction 
of facilities compounded mto an oil-revenue-!beled 
construction binge that sustained a large workforce. 
Construction impacts no longer appeared to be 
temporary; the construction workforce created demand 
for additional housing and services. This feedback loqp 
(or investment accelerator, in more technical 
terminology) contributed to the booming economy. 

Tlw rate of construction was not sustainable. When 
construction collapsed, the feedback loop reversed its 
effect and contributed to the recession that began m 
late 1985. While jobs were lost at a rapid rate 
(especially m the construction industry) and Anchorage 
real estate values dropped 40 percent in two years, 
population did not show the same dramatic rates of 
decline. As noted by Department of Labor economists, 
Anchorage made the transition from a "boom and bust" 
cycle to a more stable "service economy" with 
suff~ient underlying strength to avoid collapse m the 
fke of a major decline in one sector (construction). 

A government paper written in 1988 argues that tbe oil 
price coUapse began three months @er the start of the 
recession and that declining oil revenue intensified the 
recession but did oot cause it.' Several economists 
noted that Alaska brought the recession upon itself; it 
was not caused by weaknesses m the markets for goods 
and services that Alaska sells to the rest of the world, 
but by State spending at an unsustainable rate and by 
State policies that encouraged overinvestment m 
housing. 

Regardless of cause, the recession was intense but 
relatively short. Large scale construction declined 
throughout the remainder of the 1980s, but Anchorage 
property values began a slow recovery while 
employment recovered much more quickly on the 
strength of the service and trade sectors. The oil boom 
was a major stimulus to the development of the trade 
and service sectors. Thqr had been traditionally a 
smaller portion oftotal employment than in other states 
and cities. nK population growth during the oil boom 
aeated economies ofscale and opportunities for import 
substitution that persisted after the boom. 'Ibe 
Anchorage economy matured during the oil boom. 

m private facilities took place after the boom, when 8 
lower labor costs made new facilities more attractive Erickson. Grcgg, lk Fte~ssian. h~ Real Euote Cmrh 4 

A W ' r  Economic frarpecu, Division of Pdicy, Ofiice ot the 
investments. On the other hand, passenger facilities Govanor. March 1988. 
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In the 1990-95 period construction in Anchorage did 
not have an apparent connection with the oil industry or 
state spending of oil revenues. Through the late 1980s 
and 1990s trade and service sector development 
stemmed fiom tourism growth. The release of 1990 
census data showing Anchorage's relatively high 
growth rate and high income levels spurred 
development by national retailers, including Walmart, 
K-Mart, Costco and others. More recently Anchorage 
has experienced a flurry of hotel construdion activity. 

The municipality--in fact, the state-is no longer so 
dependent upon oil revenue to sustain its economy. 
Overall anployment growth through the 1990-95 
period occurred while oil industry employmnet 
declined (see Volume 2, Part 3, Employment and 
Earnings). As evidence the waning dependence on oil, 
consider that oil revenue dropped about as fast and fir 
in 1994 as in 1986, yet no recession followed that 
revenue decline. The economic stability in the 1990s 
may be attributable to a combination of budget reserves 
tbat help stabilize spending and to policy and spending 
decisions that no longer overstimulate the housing 
market or construction sector. 

4. After the Boom 

The rapid decline of oil revenue in 1986 put a defmite 
end to the building boom that had begun to slow a year 
earlier. The revenue decline also raised concerns about 
the ability to maintain and operate facilities statewide , 
and contributed to budget constraints in 1986 and 1987. 
Although the real estate crash and recession hit 
Anchorage very hard, the community did not face the 
degree of maintenance problems experienced m some 
parts of the state. While rural areas often lacked the tax 
base and the local bwledge  to maintain and operate 
facilities and equipment purchased with state funds, 
Anchorage had both a large tax base and large, diverse 
labor f m .  

Still. Anchorage had its problems. Declining property 
values and a tax cap initiative constrained spending, so 
that road maintenance became an issue. Facility 
operations were not a serious problem, but maintenance 
was sometimes deferred. Financial problems would 
have been much worse if the municipal debt load had 
been higher. 

Deferred maintenance remains an issue into the 1990s 
despite the increase in oil revenue and economic 
recovery. Several schools and roads need major repairs, 
but most building projects have been well-maintained. 

Tbe recession (1986 through 1989) did not end 
construction completely. Roads and schools were the 
major projects, but they used primarily federal funds 

and bond proceeds, respectively. In general, the 
facilities built during the boom have served their 
purpose well. The talk of infkastructure in recent years 
focused on replacing the jail and building new ball 
fields and parks. 

The recession brought structural changes to the 
economy. Young, single males with high incomes 
dominated the construction workforce, which was cut 
in half over a very brief period. Unemployed 
construction workers tended to leave the state rather 
than work in other industries. This contributed to the 
real estate crash, which caused the banking sector to 
enter a tail spin. The effects of declining population 
and spending spilled into the service and trade sectors, 
but they were not hit as hard and soon recovered. 

Some economists concluded that the oil revenue 
collapse contn'buted to the real estate crash and 
recession in Alaska, but that oil money was not the 
cause of the decline or of structural changes m the 
economy. The following factors support that point of 
view: 

The Anchorage real estate market began to soften 
in 1984 and vacancy rates were rising by 1985. 
Several builders were bankrupt before the end of 
1985. 

The real estate crash and related fmancial 
institution problems were not limited to Alaska. 
This was the time of the national Savings & Loan 
crisis. The crisis had its roots in the (Tax Reform 
Act of 1986's) termination of several tax benefits 
for real estate. Previously, depreciation schedules, 
tax rates and "at-risk" and passive activity rules 
allowed real estate investments to provide 
adequate returns to investors despite a low or 
negative cash flow. 

The recession in Alaska coincided with economic 
recovery in most of the country. For many who 
came to Alaska during the boom and who lost their 
jobs in the crash, the timing was g o 4  to return to 
other states - therefore there was a relatively quick 
exodus from Alaska, particularly in the 
construction workforce. 

Construction was overdeveloped and was the 
sector in which most of the job losses occurred 
Although restaurants, hotels and some other 
businesses were "ahead of themselves" on the 
development curve, Anchorage's retail and service 
industries were still relatively immature. The trade 
and service sectors recovered quickly and 
continued to grow. This growth was not a "cause 
and effect" relationship; construction workers did 
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not take retail or service jobs nor did retail and 
service jobs replace construction jobs. The 
expansion of Anchorage's service and trade 
sectors followed a national trend 

For most of those who did not lose their jobs 
dturing the crash, the primary effect of the 
recession was a paper loss on the value of their 
bomes. This "wealth effect" may have c o n h i e d  
to reduced spending, but the quick recovery 
indicates to some informants that anxiety was a 
more important determinant of spending than was 
real estate d u e .  

Tbe hilure of Alaska incomes to keep pace with 
inflation is ad limited to a short period. Real 
income of Alaskans has trended downward since 
1980. 

B. Public Sewices 

While the State directed a large portion of oil revenue 
to mfktmcture development, some oil revenue 
expanded Stateprovided services or increased 
assistance to local governments In addition, tbere are 
strong linkages between infmtmchm development 
and public services. 

In Anchorage, public services were also influenced by 
property values, which swelled tbe municipality's tax 
receipts fiom 1980 to 1986, then declined rapidly. In 
general, Municipal employment expanded fiom 1980- 
1986, as municipal revenues and (State and municipal) 
spending grew. Anchorage had a "strong mayor" form 
of g0~-t, but mated an executive team (cabinet) 
to improve its abilii to cope with new demands on 
utilities, public safety, public services and finance. 

As oil revenue declined beginning in 1985 and-more 
to the point--municipal property values tumbled in 
1986 through 1988, Anchorage no longer had the 
revenue to maintain the status quo. Government 
employment ratcheted down through attrition and some 
layoffs. Anchorage began a period of economizing as 
it became apparent drat cities would need to take care 
of themselves because State assistance and capital 
spending could not be sustained. 

As the budget declined, there wae many challenges 
with municipal relationships. Structural changes at the 
lower cchelo-cularly with the municipally- 
owned telephone utility-led to struggles with unions 
and tbere were disagreements about where cuts should 

'be taken. The Municipality created a high-level 
position to coordinate govmen t  affairs. 
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Municipal changes -are more difficult to link to oil 
revenue during the recovery period because a change in 
administration brought in a comparatively conservative 
mayor. Whik tbe economy turned around by 1990. 
municipal government didn't begin to grow until 1993. 

To put the municipality's financial situation m 
perspective, consider that Anchorage survived the 
recession without implementing a sales tax. City 
government did economize, but was able to continue to 
provide services without using all available sources of 
revenue. 

1. Education 

Education is perhaps the service most affected by the 
oil boom and following recession. As noted m Chapter 
One, capital and operating funding for education were 
heavily influenced by oil revenue. From school-year 
1975 (FY76) through 1980, Anchorage's student 
population decreased by nine percent (due to post- 
pipeline job losses and out-migration) while funding 
increased by 52 percent. The increase in W i n g  is 
atbi'butableprimarilyto inflation, whichwas50percent 
duriagtheperiod 

From 1980 to 1985, the student population increased by 
15 percent while funding increased by 79 percent and 
inflation was 24 percat. Tht effect of oil revenue on 
education h d i n g  was significant, as emphasized by a 
ten percent ($15 million) reduction m state aid during 
FY87 as oil revenue fell. The funding reduction put 
real per-student hd ing  back to the 1980 level. 

'Ihe f d t i &  formula revision in 1988 kfi real per- 
student hd ing  only slightly higher than the 1987 
kvel. In 1989, despite a reduction in shident population 
and no adjustment for inflation, state funding increased 
by seven percent. This was followed by a 10 percent 
increase in 1990 with only a one percent increase in 
student population 

State aid was increasing rapidly m the fh of low oil 
revenue. However, the increase was the result of 
declining propeaty values rather than legislative mtent. 
According to the foundation formula, required local 
contriions are wbtracted fiom a school district's 
basic funding level to determine State aid. As 
Anchorage property values declined, required local 
contriiutions declined and were offset by identical 
increases in State aid. 

The conclusion is that oil revenue influenced education 
policy and spending, but not always in a straight- 
forward manner. Perhaps the most complex 
relationship is that State education spending (perhaps 
unintentionally) became counter-cyclical as property 
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values fell. A two-year lag in reflecting propem values 
m the formula delayed the impact of declining property 
values until 1989 and 1990. By 1991, student 
population and state aid were better aligned, increasing 
by three and four percent, respectively. 

After 199 1, increasing levels of required local effort 
l (due to property value increases starting in 1989) 

caused State aid to increase at a slower rate than 
d e n t  population. From 1991 to 1995, student 
population increased by 13 percent while State aid 
iaaeased by two percent. 

Oil revenue has affected education funding not just 
! through the level of appropriations m a given year, but 

also by shaping the foundation formula and by 
refiecting property values, which reflect the economy 

I m general. Thc economy also influences population 
growth, which affects the nuarber of schools required 
The impact of oil revenue on school capital costs is 
more direct than the impact on operating costs. 

In addition to the school debt reimbursement money 
discussed m Volume 1, Anchorage received school 
construction grants of $17.1 million in 1983, $1.7 
million in 1989 and $44.5 million in 1993. Those 
grants supplemented nearly $350 million in bonded 
debt issued from 1975 to 1995. 

2. Other Public Services 

Municipal involvement m other services was generally 
less affected by the oil revenue cycle. Health care was 
historically provided by a military hospital, a Native 
bospi (both federally funded) and two private 
hospitals, one of which was built during the oil boom. 
'Iben has been tremendous growth in the health care 
industry, sow of which may be related to oil revenue. 

Technological advances m Anchorage's hospitals were, 
in part, made possible by oil-induced population 
growth that provided economies of scale. Improved 
health care contri'buted to import substitution, which 
means that fewer people left the city to receive medical 
care. At the same time, airport improvements m rural 
communities allowed more people to go to Anchorage 
for medical care. 

However, the Municipality was (and is) not W l y  
involved in health services to a significant extent. Nor 
were heaitb services in Anchorage affected directly and 
significantly by State expenditures of oil revenue. 

The Municipality of Anchorage was also not a major 
player in housing. Until the mid-1980s, AHFC was the 
dominant force in the housing market. As AHFC 
policies and participation became less significant, the 

municipality's involvement increased, particularly for 
low-income housing. However, nonprofit organizations 
became the major players in the low-income housing 
market in 1990. 

As noted m Chapter One, statewide appropriations for 
transportation infbtrwhne were greatIy influencedby 
State oil revenue. Anchorage certainly bad its share of 
projects during the oil boom. From a public service 
persjxdve, however, road maintenance (rather than 
road construction) is the issue of concern. Road 
maintenance remained adequate during the recession 
and into the 1990s. 

Municipal employmint declined fiom a peak of about 
3,600 in 1986 to about 3,000 as the recession ended m 
1990. Over half the jobs lost were at the Anchorage 
Telephone Utility. According to informants, the job 
loss did not cause significant deterioration of service. 

Reported effects of oil revenue on the arts are 
inconsistent. Some individual organizations may have 
suffered after the boom and after the completion of the 
Performing Arts Center, but overall support did not 
diminish when the oil boom ended 
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Chapter Ill: Kenai Peninsula Borough 

Introduction 

' he  K& Peninsula is south of Anchorage and 
separates Cook Inlet fiom Prince William Sound. Often 
considered "Anchorage's playground," the region is an 
economic force m its own right. Codc Inlet was an oil- 
producing basin before Prudhoe Bay construction 
began. Tbe oil and gas industry m t  only provided jobs 
in the Kenai Peninsula Borough (KPB), but also 
m t n i  to Anchorage's economy by providing 
gasoline aud natural gas at prices that encouraged 
business development 

'Ibe KPB's economy was (and remains) diversified, 
with commercial fishing, sport fishing and tourism- 
related businesses well established before the oil boom. 
Population growth rivaled that of Anchorage, 
increasing 27 percent from 1970 though 1975. 
Anchorage population increased by 33 percent during 
the period. However, while Anchorage's population 
declined by about 15,000 upon completion of the Trans 
Alaskapipeline, KPB population continued to increase. 
From 1975 through 1980, KPB population increased by 
19 percent. 

KPB population increased at an annual rate of 10 
percent drning the oil boom years (1980-1985), 
compared to a four percent growth rate between 1975 
and 1980 and a one percent growth rate for the ten year 
period between 1985 and 1995 (see Vohme 2, Part 3, 
"Employment and Earnings"). As with the statewide 
economy, the economic growth during the boom years 
isn't attn'butable directly to high oil prices, but rather to 
the effect that high prices had on State revenue and 
spending. In addition, while Alaska was booming, the 
U.S. economy was experiencing a severe downturn. 
The migration of people looking to Alaska as a place to 
find a job accelerated the Alaska economy. 

A. Infrastructure 

1. The Impact of Oil Revenue--the 
1980 through 1985 Boom 

By one account of the boom years, money was 
figuratively "coming in faster than it could be 
counted." One official described an incident in which 
he received a note that requested an immediate 
response regarding how the borough would spend $5 
million to S6 million that would be inserted in the State 
capital budget. There was little study of, or planning 
for, major projects and some decisions were made 
without much public or private discussion. 

Tbe same key informant tempers that "spending spreen 
image by pointing out that, relatively speaking, the 
borough govemment did not receive a lot of cash h m  
the State (with the exception of school debt 
reimbursement). Throughout the 1975 to 1995 period, 
the KPB's primary source of revenue was local taxation 
of the Cook Inlet oil and gas industry. Most tax receipts 
were used to pay off the local share of bonds for 
schools. 

A significant amount of cash was available to cities 
within the borough. Several cities received state 
appropriations for infktmcture that (in aature or 
scale) were not driven by the market. For example, 
Homer received money for port development and 
Seward built a prison, major dock, and coal loading and 
ship repair facilities. In the opinion of key mfonnants, 
these developments could not have happened without 
oil money. 

T b m  is agreement that most of the oil money was 
spent on basic infrastructure such as schools, mads and 
facilities that promote economic development. 
However, a number of projects were excessive in scale 
or poorly conceived economic development pipe 
dreams. Soldotna's Olympic sized ice arena was cited 
as an example of m b a s i c  i n f k t n ~ ~ m  but 
informants point out that it is heavily used. 

The Seward grain terminal and ship yard were cited as 
examples of a projects that may have been overly 
ambitious. However, informants point out that W i n g  
for the grain tenninal was pulled before completion and 
that it became a coal loading facility.' The shipyard m 
Seward was trying to compete with Ketchikan aud 
Seattle, and closed because it was u n d e d  

Some key informants emphasize that oil money wasn't 
wasted on "white elephants" but rather that the 
availability of oil money speeded development of 
projects that would have occurred in the h e .  When, 
if and how projects would have been built if not for the 
oil boom is speculation, especially with regard to the 
linkage between oil boom and population growth, and 
between population growth and the demand for 
intistructure. However, one fact is indisputable: cities 
in the KPB ended the oil boom with substantial 

Funding for the terminal was pulled when it bccamcobvbw 
that Alaska brriey 6rom State-subsidimd agricultural dcvclopmcnfs 
could mt k brought to worfd markets acompetitivc pr& Tbe 
incomplete bcility w a ~  converted to handle coal x v d  yean later. 
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mfrastNcture and little debt. Most cities within the 
KPB were able to garner enough State funding to 
remain debt fiee. 

Ibe borough govenunent sold bonds that went beyond 
their practical bond capacity, mostly for school 
Constnaction. Thanks to the school debt reimbursement 
program, the borough experienced no iU effects from 
its &bt load. Key m f m t s  noted that borough bond 
d e s  were affected by politics. While school districts 
throughout the state were getting cash appropriations 
for school consbudion, KPB did not get cash because 
their representatives were m the minody, Given the 
rapidly increasing demand for school space, the 
ahnative to direct grants was to sell bonds for 
construction and then be, partially reimbursed by the 
State. 

Other reasons for high construction costs for schools 
include 1) local control and 2) inability to predict 
h l  requirements accurate!y. As a second class 
borough, KPB did not have complete control of school 
facilities construction; the communities (more than the 
Borough) determined school size and amenities. Ibe 
KPB has several communities with small schools that 
could have been consolidated to reduce school 
construction costs. In the early years, the State funded 
amenities (pools, auditoriums, etc.) that were expensive 
to build and maintain. The State tightened building 
requirements as debt reimbursement costs increased 

Regarding enrollment, Kenai had experienced several 
years of growth at a pace that required at least one new 
school per year. Given the lag between bond approval 
and the date a school can be ready for occupancy, it is 
no swprise tbat the KPB got ahead of the student 
enrollment curve when population growth slowed 
suddenly in the 1986 school year. A few schools were 
mothballed during the late 1980s until population 
began to increase and the schools were needed 

Oil money also funded projects other than the schools 
and economic development projects discussed above. 
During the five years just before the oil boom, less than 
$7 million (in 1995 dollars) m general fimds went to 
capital projects in the KPB. Over $350 million (m 
1995-value general funds) was pumped into capital 
projects in the borough fiom 1980 through 1986 (see 
Volume 1 for capital project spending details). 

Of tbat $350 million, one-third was for energy (a 
hydroelectric site) and 30 percent (nearly $85 million) 
was for mads. Other major categories include docks' 
and harbors ($23.8 million), parks and recreation ($17 
million), water and sewer ($9 million) and aviation ($7 
million). Airport improvements can be attributed to the 
match required for the vast amounts of FAA money 
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available in Alaska Kenai is an alternate landing site 
for the Anchorage ahport and required upgrades to 
meet safety requirements. 

2. Effects on the Quality of Life 

Tbe expenditwe of oil revenue was seen as providing 
an opportunity to catch up on needed infrastructure as 
well as to build for the future. The disruption normally 
associated with rapid population growth was m i n i m i i  
m the KPB by improvements to schools, roads, 
hospitals and facilities that enhanced economic 
development and diversification. Key informants noted 
that transportation improvements offer not only direct 
improvements to quality of life through time savings 
and convenience, but also reduce the cost of living. 

Tbe Alaska Housing Fiance Corporation (AHFC) was 
cited as having a more important impact on quality of 
life than did many of the direct construction projects. 
Oil money capitalized the program and permitted 
housing loan subsidies that changed the complexion of 
the state. AHFC unleashed the housing construction 
industry and generated affordable, quality housing. 

3. Effects on Economic Development 

1n-m developments supported the tourism and 
fishing industries in the KPB. Roads and airports were 
particularly important to tourism development. 
Improved access prompted strong increases m tourism, 
which m turn prompted additional mbstwSum 
improvements. Docks and harbors aim encouraged 
strong growth in water-borne tourism. 

Docks and harbors also benefitted the fishing industry, I 

but the growth in fishing was undoubtedly more closely 
tied to strong salmon runs and favorable market 
conditions than it was to infhstructure. Oil money was 
perhaps more important to the fishing industry as a 
source of fioancing private sector ventures than as a I 
source of public infiastruchue. Oil money capitalized 
the Commercial Fishing and Agriculture Bank and 
allowed the State to expand other fisheries loan 
programs. These sowces of capital were extremely 
helpful to undercapitalized fish processors and 

I 
harvesters. I 
To some extent, strength in the tourism and fishing 
industries probably lessened the impact of the oil 
revenue decline. Population in the KPB fell by 1.6 
percent fiom 1985 to 1988, while Anchorage's 
population fell by 5.1 percent during the same period. f 
4. After the Boom I 

The recession ended the building boom, but the KPB I 
I 
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went through the recession in good fiscal condition. 
Several h c t m  contributed to the borough's ability to 
weather the recession: 

The Kcnai Peninsula Borough has a strong 
indus td  tax base, especially in oil and gas 
production. This tax base propped up' property tax 
receipts despite a substantial decline in residential 
property values. 

Bonded debt (other than for schools) was low 
because much of the money in the boom was cash 
appropriations !?om the State. The school debt 
reimbursement program was critical to the KPB. 
The borough was fortunate in that about 25 
percent of the statewide debt reimbursement went 
to the KPB (which was home to about seven 
percent of Alaska's student population). School 
debt would have been an extremely heavy burden 
without the reimbursement program. 

The KPB is a 2" class borough, which means the 
only major services are education and roads. 

The KPB reduced both capital and maintenance 
costs by building prototype schools. In the early 
1970s, the KPB took over the school maintenance 
budget fiom the Board of Education. There are 
legal guidelines established for maintenance 
budgets, and long-term maintenance costs were 
reduced because KPB did not defer maintenance. 

State Revenue Sharing dollars were available to 
the KPB, but voters tumed down a borough tax 
levy for road maintenance. Once the revenue 
sharing dollars were spent, there was no more 
money for road maintenance. 

Hospitals, emergency medical service and fire and 
police service are provided by service districts, so 
the KPB government is streamlined compared to 
la class boroughs. There are some disparities 
between service districts based on their tax base. 
For instance, the Soldotna Hospital is h d e d  by 
Kenai, Soldotna, North Kenai, Tyonek and oil 
platform tax receipts, and a low mil rate can 
generate a lot of money. The Soldotna hospital has 
state of the art kilities. However, the Homer 
service district has a comparatively low tax base, 
and their hospital facility is quite a bit smaller and 
less modern than Soldotna's. Seward has little tax 
base and won't support a high mil rate. The city of 
Seward took the hospital over, but maintenance 
has become a divisive issue for the Seward 
community in the mid 1990s. 

B. Public Services 

As noted above, the KPB itself has very few powers 
o v a  se.&ces. Most services (those other tban 
education and some road maintenance) were provided 
by service districts. 

During the recession, the KPB experienced budget 
pressure attriiutable to declining property values, 
especially residential property. Borough employment 
levels did not change significantly duringthe recession, 
partly because the borough did not provide a full range 
of services. As a 2d class borough, the public has to 
approve services and powers the borough would 
assume. Cash available during the oil boom (and 
disparity in communities' tax bases) combined to 
encourage formation of local service districts rather 
than expansion of borough powers. 

As the recession hit, the mayor reduced the work week 
to four days, deferred or eliminated bet ionary 
expenses and cut the I6-member assembly to 9 
members. This significantly changerithexpresentation 
by eliminating overlap between service districts. 

Because the KPB contracted for road maintenance, they 
reduced contractual expenditures rather than the 
number of employees. The KPB also attempted to 
improve systems when possible. For example, KPB 
implemented one of the first graphic systems for tax 
assessments, which has been very effective and 
efficient. 
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Chapter IV: The Northwest Arctic Borough 

Introduction 

Ibe Northwest Arctic Borough (NWAB) straddles the 
Ardic Circle to the East of Kotzebue Sound Borough 
formation (in 1986) is attniutable to the development of 
h e  Red Dog mine. As a home rule borough, the NWAB 
is responsible for education, taxation, planning and 
mning. The state operates airports, provides social 
services (through &tract) and providespolice services. 

Ibe NWAB is the second largest borough in the state, 
y& has a population of fewer than 7,000. Ova 90 
percent of the residents are lnupiaq Eskimos. There are 
11 communities in the borough. Three of 
them-Kotzebue, Kiana and Noorvik-were selected 
for analysis. 

Kotzebue is by far the largest community, with nearly 
half the borough population living in the community. As 
the urban center of the borough, Kotzebue has the most 
developed private sector and cash economy. Tbere is 
commercial fishing and processing in Kotzebue, and 
most of the federal, state and local government, school 
district, ANCSA Corporation, and heahh service jobs in 
the borough are in Kotzebue. Kotzebue developed as a 
trading center because of its access to the three major 
rivers that flow into the Sound. It remains the transfer 
point for ocean to inland shipping and is also the 
regional air hub. Though it has an urban character 
relative to the villages of the region, at least half the 
local livelihood is from subsistence fishing, huntingand 
gathering. 

Kiana and Noorvik, the two other communities selected 
for analysis, are much smaller and have economies 
based primarily upon subsistence activities. Both are 
located on the Kobuk River 45 to 60 miles east of 
Kotzebue. Neither community has road links to other 
communities. Snow machine, mall boat, plane and 
barge are the primary modes of transportation in the 
communities. As abports have improved during the past 
20 years, most commodities other than fuel are flown in. 
Fuel remains the major item still shipped by barge. 

mere are few private sector jobs in either Kiana or 
Noorvik. Many residents find summer work a! the Red 
Dog mine, in Kotzebue Sound commercial fisheries or 
as firefighters for the Bureau of Land 
ManagementlAlaska Deparbnent ornatural Resources. 
Construction projects offer another source of seasonal 
work. 

Although local govemment and the NANA Regional 
Corporation (the regional ANCSA corporation) pursue 
economic development opportunities, protection of the 
traditional lifestyle is an important development 
consideration. At the same time, employment and 
training of local residents is a priority, so residents can 
improve their a b i i  to function in a cash economy 
while maintaining subsistence activities. 

During the 1970s. the NWAB's population increased 
by about 100 people per year (less than two percent 
annually), reaching 4,800 by 1979. The growth rate 
jumped to about four percent during the oil boom of 
1980 through 1985, then fell to less than one percent 
through 1990 and increased to about two percent 
during the early 1990s. Kotzebue and Kiana grew by 
about two percent annually during the 1970% while 
Noorvik grew at only about 0.5 percent. Growth m 
Kotzebue was about three percent annually during tbe 
1980s, with some of tbe growth as a result of migration 
from smaller neighboring communities. From 1990 
through 1995, both Kiana and Noorvik grew more 
rapidly than did Kotzebue (detailed population data is 
in Vol. 2, Para). 

A. Infrastructure 

Wajor" projects in rural Alaska do not have the same 
meaning as m urban Alaska. Tbe following comparison 
lends perspective to the discussion of infrastruchlre 
development m the NWAB. During the entire 1975 
through 1995 period, general fund capital budgets 
affecting the NWAB were a total of $235 million (in 
1995 dollars). Anchorage's share of capital budgets 
reached $350 million in general funds m a single year, 
and exceeded $200 million in four of the six boom 
years. 

Tbere is also a huge difference in the ability of local 
governments to raise money. Neither the Borougb nor 
any community in the borough has issued debt. Further, 
the Borough imposes no property or sales taxes. Both 
Kmbue  and Kiana impose sales taxes and the Red 
Dog mine makes payments in lieu of property tsxes, but 
infhstructure development is strongly influenced by 
state and federal fundirrg. 

There are no roads connecting communities, so 
"infrastructure" generally refers to airports, sewer and 
water systems, local roads and trails, community 
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facilities and bulk fuel storage tanks. From 1975 
through 1977, less than $1.5 million was spent on 
inkstructure in the NWAB. Most of that money was 
for a dock and senior center in Kotzebue. Kiana 
received $20,000 in general funds for airport 
improvements andNoorvik received no capital funding. 

Construction of schools and other buildings brought 
state spending in the Borough to over $13 million in 
1978. Additional airport improvements, local mad 
improvements and energy appropriations kept spending 
over $1 million in 1979. The relatively high levels of 
spending in 1978 and 1979 appear to be unrelated to oil 
revenue (see Vol. 1, Part 1). 

The oil boom brought a massive increase m spemding 
for iniiastructure. Over half of all capital spending 
during 1 975 to 1995 o c c d  during the 1980 to 1985 
period. Some of the major categories are described 
below (all amounts are state funding m 1995 dollars). 

Education accounted for onequarter of the spending 
fiom 1975-1995, and half of thst was during the oil 
boom. Kombue got $16 million for schools during the 
boom, while Kiana and Noorvik continue to use schools 
that were built in the 1960s and early 1970s. Over $22 
million was spent on aviation, nearly all of it during the 
boom. All three communities of interest had airport 
improvements; Kotzebue and Noorvik received over $3 
million each and Kiana got $400,000. Community 
assistance for various kilities, flood and erosion 
control, energy and sewer and water projects account 
for most of the remainder of state capital spending in 
the NWAB. 

1. The Impact of Oil Revenue--the 
1980 through 1985 Boom 

Some key informants believe that little infrastrudure 
would have been developed without oil money while 
others believe oil money simply permitted more rapid 
development of infrastructure that would have been 
W e d  by other means. Despite the apparent 
incompatibility of these opinions, further discussion 
uncovered some common ground. 

Rural Alaska in general, and specifically the NWAB 
and communities within it, do not have the tax base or 
the financial strength of a cash economy to fund many 
construction projects. Therefore, little inhstructurc 
development would occur if funding relied upon local 
financial effort. However, development o c c d  before 
the boom and would have continued--or 
accelerated-without the oil revenue increases of 1980 
through 1985. The important points are: 

State and federal funding have driven 
infrastructure development throughout the 1975- 
1995 period; local fmancial effort has never been 
a significant factor. 

the state-funded Local Service Roads and Trail 
Program funded many rural erosion control and 
mad enhancement projects before the boom years 
and probably would have continued to do so if the 
boom had not occurred 

there was recognition that air transportation was 
critical to the health and safety of rural Alaskans 
and that rural airports needed to be fiuther 
developed. 

sewer and water projects were also recognized as 
health and safety issues, and the state and federal 
funding for them were independent of oil revenue 
fluctuations. 

Some projects-mxeation halls and other facilities not 
related to health and safety, for example, probably 
would not have been built if not for the "excess cash" 
available during the oil boom. 

Rural Alaska did not experience the full extent of the 
boom-bust cycle. Fewer projects of smaller scale 
(compared to urban areas) did not generate a 
construction workforce that anticipated an ever- 
expanding economy. Projects were viewed as 
independent of each other and served the needs of the 
existing population rather than being designed in 
response to rapid population growth. There wasn't a 
population or housing boom in nrral Alaska and 
consequently there was little reaction to the urban real 
estate crash The nual inthsmcmre that was built 
during the boom was used in the same way (and by the 
same people) after the boom. 

In short, there were no public projects funded with 
local debt or any source other than state and federal 
money. Although some projects used local labor, others 
used crews brought in by contractors. Several key 
informants noted that local jobs are important to the 
community and individuals, not only for the immediate 
cash they provide, but also because the training helps 
residents get other jobs. 

It was also noted that rural representatives to the 
Alaska legislature canied considerable political clout. 
The "Bush Caucusn was successful in directing capital 
funding to rural regions, including the Northwest 
Arctic. Capital spending in the Northwest Arctic 
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Borough, on a per capita basis, was impressive, even for 
Alaska in the boom years (see Volume 1 capital 
spending data). 

Neveztbeless, most of the investment in infrastructure 
was amsidered to be well spent. During the boom 
years, over one-quarter of state capital spending (in 
1995 dollars) in the NWAB was for school 
oonstruction, yet xhools buih in the 1960's are still in 
use. The fifteen percent spent on aviation during the 
boom is considered did to the communities. Air is 
the major mode of transportation and many runways 
were dangerous before improvements were made. 
Aadhet quarter of expenditures was for energy 
development, erosion control, roads and water and 
sewer systems. Projects of this type were considered 
necessary to bring communities up to minimal living 
standards. 

Over two-thirds of the state investment in in-we 
during the boom are in the "essential" categories 
deai'bed above. There were no reports of excessive 
scale ofthose projects, but there was some concern that 
crosion control money could have been used more 
strategically and that projects were not engineered 
proply. A technique that worked in Kotzebue was 
applied in Noorvik, but the soils are quite different so 
that results were not as good as expected I l e  money 
available during the boom led people to expect quick 
fixes, but erosion control might be improved through 
long range planning and phased projects. 

Grants for community facilities and other assistance 
received less enthusiastic endorsement. Agricuhd 
projects administered by a non-profit association in the 
lower and upper Kobuk areas produced high quality 
vegetables, but the program died for la& of funding 
after 1986. This project was begun in 1978, before the 
oil boom. 

Poor quality construction has made some facilities 
unsuitable for their intended use. For example, the 
recreation center in Noorvik is no longer open. The 
foundation was inadequate (poorly engineered and 
constructed) so the community now uses the center for 
storage. The Noorvik fire hall literally fell apart and is 
no longer functional. Heavy equipment purchased by 
Noorvik faced a similar fate. 

Problems like those cited in Noorvik are not typical. In 
general, facilities built with oil money are still in use, 
but maintenance is frequentiy a problem. In some cases, 
maintenance issues were addressed with oil money. For 
example, the Noorvik city office building was built 
before 1980, but was weathexized and had the heating 

and plumbing systems upgraded. Before these 
improvements, the maintenance costs were prohibitive 
and there was some discussion of turning the building 
over to the National Guard and bying to find some 
funds to build a new building. The improvements 
reduced maintenance costs significantly and there are 
no longer problems handling maintenance costs. 

Kiana, Kotzebue and other communities were more 
fortunate than Noorvik with regard to facilities and 
equipment. In general, facilities throughout theNWAB 
were appropriate in nature and scope, but maintenance 
has been a problem in many communities. 

2. Effects on the Quality of Life 

Improvements to air transportation were cited as having 
the greatest impact on quality of life in rural 
communities. Airport improvements enabled residents 
of outlying communities to take advantage of services 
available in Kotzebue, and in Anchorage and 
Fairbanks. Medical care for rural residents has 
improved immensely because of better air access. 

Additionally, airport improvements have improved 
safety in general, reduced weather related problems 
and permitted larger planes to land. The improved air 
service reduced the cost of food and other 
commodities. Before airports were built or improved, 
all supplies were delivered in bun< by barge. Tbe 
communities had a hard time storing these supplies. 
Only fuel comes in by barge anymore. 

Other projects-mreation halls, fire halls, senior 
centers, vans for health assistance, improved sewer, 
water and electricity services, for examplo-improved 
the quality of life by improving safety and health, 
providing opportunities for recreational activities, 
increasing convenience andlor reducing the cost of 
living. Erosion control projects have protected public 
and private property. 

From a social perspective, the oil boom provided 
opportunities to supplement the subsistence lifestyle 
with cash income. Communities used local help for 
construction projects when possible. Putting local 
people to work allowed them to learn the basics of 
construction while earning money. It also built a sense 
of ownership and knowledge that welfare payments are 
not the only route from a subsistence economy to a 
cash economy. 

Key informants suggested that the impact of oil 
revenue on the quality of life could have been 
improved more if there had been more long range 
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planning. Kiana and Noorvik city governments, 
however, were small and unprepared for the flood of 
money fiom the state m the 1980-85 period. 'Ihe 
facilities built were generally useful, but could have 
been better planned and constructed. 

3. Effects on Economic Development 

Residents of the NWAB, and especially the small 
communities within it, continue to rely heavily on 
subsistence activities. However, as electricity, sewer 
and water systems and other amenities became viewed 
as necessities rather than as conveniences, the need for 
cash increased. Rural residents are highly dependent on 
federal and state programs and ANCSA Corporation 
dividends as a source of cash. 

There are some seasonal jobs in fisheries, construction 
and fire fighting (and, more recently, in mining) but 
these jobs tend to be outside the small communities and 
are unrelated to oil development. Permanent positions 
tend to be in the school district, local government, and 
ANCSA corporations (including health care). 'Ihese 
jobs also have little connection with the oil industry. 

Key informants in the small communities noted that 
investments during the boom have not led to economic 
development or diversity inthecommunities. Otherthan 
fishing, there are few private sector jobs m small 
communities. Contrary to much of the Railbelt and 
Southeast Alaska, tourism in the small communities is 
virtually nonexistent. 

Kotzebue has been more fortunate in terns of 
employment opportunities. Other than the Red Dog 
mme, Kotzebue h the only significant private sector 
economic activity in the borough. Kotzebue ahport 
improvements contributed to tourism development and 
may have helped several businesses to develop. 
However, the airport improvements may have occllrred 
without the oil boom. 

Few projects during the boom can be classified solely as 
economic development projects. 'Ihere was a proposal 
and apparently some funding for a sawmill project, but 
it was not built. Key informants did not know the 
history of the project. 

Key informants do not see the Borough's economy as 
being closely related to oil. Although the ,oil boom 
d t e d  m construction of facilities that may not have 
been built without oil money, it produced no sense of an 
economy wide boom. Similarly, the crash had no major 
impact other than the end of a construction period. 
However, there was some belief that enough 

infrastructure had been built in these communities and 
that capital projects were not a real priority by the time 
the boom ended. 

Simply stated, the economy did not experience a 
significant boom or a bust; it remained primarily a 
subsistence economy throughout the cycle. The Red 
Dog mine and formation of the borough offer W e r  
evidence of the N WAB's isolation fiom the oil revenue 
cycle. 

The most significant economic development in the 
Borough is Red Dog mine. The mine is h u t  90 miles 
north of Kotzebue and holds some of the richest zinc 
deposits in the world. It is owned by NANA Regional 
Corporation and operated by Cominco, Inc. Its annual 
payroll is $10 million to $15 million. 

For purposes of this study. there are several important 
points regarding mine development. 

'The Red Dog Mine prompted formation of the 
Northwest Arctic Borough. 'Ihe borough forxned in 
1986, a k r  the oil boom, because the mine offered a 
steady source of revenue. The oil boom did not provide 
sufficient incentive to form a borough. The mine allows 
the borougb to operate without imposing property or 
sales taxes on residents. 

Considerations m developing the mine included its 
potential negative social and a h r a l  impacts. More 
specifically, creating jobs for local residents was a 
priority, but so were maintaining the ability of residents 
to live a subsistence lifestyle and minimizing the 
negative impacts of cash availability, such as alcohol 
consumption. 

4. After the Boom 

'Ihe primary long-term impact of infrastructure 
development in rural communities was not economic 
development, it was the necessity to generate cash to 
operate and maintain facilities. Opinions regarding the 
cost ofmaintenan-and the ability of communities to 
generate money for maintenance-sometimes vary. 
One point of agreement is that road and airport 
maintenance is not a problem for local governments. 
Road maintenance is a minor issue because there are 
few road miles and because snow machines are used 
heavily during the winter. Airports are operated and 
maintained by the State. 

There is substantial disagreement regarding 
maintenance of other facilities. One key informant 
noted that communities seem to be doing a good job at 
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maintaining their facilities, but that it is very expensive 
to do so because fbel costs (for both heating and 
generating electricity) are so high. Also, even for 
buildings that are winterized, freeze-ups occasionally 
occur and can result m expensive repairs. 

Other informants noted that some older buildings are 
not well suited to the climate. They also noted that the 
end of the oil boom reduced revenue sharing and 
municipal assistance hd ing .  In response to reduced 
funding, Noorvik eliminated electricity in storage 
facilities, the recreation center and the day care center. 
'Ibese facilities have not been used as intended since the 
mid 1980s. 

Noorvik appears to have a greater degree of difficulty 
with maintenance than do Kotzebue and Kiana. This 
may be partly ambutable to lack of sales tax revenue m 
Noonrik. 

'Ibe issue of maintenance costs did not suddenly appear 
at the end of the boom then fade with the economic 
recovery m the 1990s. The rod of the problem is high 
fbel cost, and firel'cost has been high irrespective of oil 
revenue. The Power Cost Equalization program kept 
electricity costs m check for several years, but budget 
pressures have threatened the program since the mid 
1980s. Without state support of electricity rates, 
Kotzebue and Kiana would join Noorvik in facing 
dificult choices as costs rise without an increase in 
revenue (additional discussion of the Power Cost 
Equalization program is in Vol. 1, Part 1). 

There are many tales of improper maintenance resulting 
m system or facility failure in rural Alaska. While the 
stories are often me ,  lack of operating funding 
fkquently contributed to themamtenance problems. For 
example, damage fiom fieezing would be reduced if 
high fuel costs did not cause buildings to go without 
heat. 

The process of electrification is typical of progress on 
maintenance issues. As generators were initially 
installed in several communities, electricity was not yet 
considered essential in many homes and systems may 
not have received the attention they required. The result 
was poor senrice and high maintenance costs. As people 
raised their expctations regarding standards of living, 
demand for electricity rose, as did the demand for 
reliable service. Breakdowns and power outages are no 
longer fiequent because people are better trained and 
better understand how important electricity is to the 
community. Some communities have even established 
electric boards. Maintenance of utilities is now a high 

priority (see Volume 1 for additional discussion on the 
Power Cost Equalization program). 

Rural economies were generally less affected by the oil 
revenue cycle than those of urban areas. Just as there 
was no significant population or employment boom as 
oil revenue increased, there was no significant bust 
when oil revenue declined. Part of the reason for 
stability in the NWAB may be the Red Dog mine, 
which began development just as the oil boom ended. 

B. Public Services 

There are two f m s  of government in NWAB 
communities. Traditional tribal governments were 
duplicated to some degree when the state effectively 
coerced communities to form municipal governments 
in order tobe eligiblefor the Municipal Assistance and 
Revenue Sharing programs. These programs were the 
primary source of operating funds for local 
governments during the boom. 

As Municipal Assistance and Revenue Sharing money 
decreased after 1986, some governments were hit 
harder than others. Borough formation coincided with 
the end of the boom and provided a replacement for 
State money. The Borough was formed so that it could 
impose property taxes on the Red Dog mine. Although 
no tax is actually imposed, tax authority allows the 
borough to negotiate payments in lieu of taxes. Eighty 
percent of the Borough's budget comes fiom the Red 
Dog Mine. 

Borough staff provide planning services throughout the 
borough (except in Kotzebue, which does its own 
planning) but other services are limited by revenue. The 
borough government did not experience the oil boom 
and has had a small staff since its formation in 1986. 

Kotzebue and Kiana have had few changes at the local 
government level, while Noorvik eliminated several 
positions in the late 1980s and early 1990s. Noorvik 
now has two police officers instead of four, the day 
care center was eliminated and some people lost their 
jobs, and city maintenance has fallen fiom five people 
to three. 

Education is the top h d i n g  priority of the borough, 
and has been since the 1988 foundation finmula 
revisions required local contributions by school 
districts in organized areas of the state. Neither the 
borough nor municipal govenunents play a major role 
in most other public services. Health care is provided 
through state and federal funding, and transportation 
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maintenance is primarily a state function, particularly at 
the airports. 

As noted in Chapter One, health care funding has been 
affected by oil revenue and by other hctors. Oil money 
permitted the construction of a senior residence facility 
m Kofzebue and contributed to substance abuse 
programs. State funding for health care through the 
Revenue Sharing program declined as oil revenue 
declined. Airport maintenance in rural communities has 
not suffered as a result of the decline in oil revenue. 

Utilities have been constructed with state and federal 
funds (with more money flowing in recent years for 
sewer and water projects) but are operated at the local 
level. The state has subsidized electricity for years, 
through the Power Cost Equalization program and its 
predecessors (see Volume 1 for additional infomation 
on !be Power Cost Equalization program). Those 
subsidies swived the recession but have been under 
constant pressure and may soon be eliminated. 

The federal government--through Housing and Urban 
Development (HvD)-has been a major player in the 
housing market. The AHFC was not heavily involved in 
rural housing during the boom. AHFC now plays a 
larger role in fwncing rural homes, but faderal 
programs are fiu more important with regard to 
providing rural housing. 

Federal programs have helped build about 250 homes 
per year throughout rural Alaska. The homes are 
typically leased (with a purchase option) to individuals, 
with lease payments based on the ability of the family to 
pay. Lessees are responsible for operating and 
maintenance costs, so that the location of new homes is 
determined by w-hat people want and can afford as well 
as by the availability of land. Lease receipts are 
recycled, so that economic development contriiutes to 
the number of homes that can be built 
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Barker, Barbara, Alaska Housing Finance Corporation, Planning and Program Director 

Bowers, Paul, Director, Statewide Aviation, DOT&PF 

Cameron, Mark, Finance Director, Alaska Housing Finance Corpom.on 

Crawford, Lany, Past Anchorage City Manager (1978-8 1,1990-98) 

Dennerlin, Chip, former Manager for Public Services & Intergovernmental Affairs, Municipality of Anchorage 

Donner, Jo, Research Analyst, Alaska Decent of Labor 

Emerson, Lisa, Budget Chief, Department of Health & Social Services 

Fink, Tom, f m e r  Mayor of Anchorage (1988-94) 

Fried, Neil, Economist, Alaska Deparhnent of Labor 

Gillman, Don, past Mayor, Kcnai Peninsula Borough 

Greenc, Chuck, Mayor, Northwest Arctic Borough 

Hauck, Jim, Fiscal Adyst ,  Alaska Legislative Affairs Agency 

Holder, T i ,  Coastal Management Planner, City of Nome (198 1-86) 

Jeans, Eddy, School Finance Officer, Department of Education 

1 Keinheder, Jack, Senior Policy Adyst, Ofice of the Governor 

3 - r Keiton, Keith, Director, Division of Facility Constmction & Operation, Department of Environmental Conservation 

I Kinney, Ross, Past Chief Financial Officer, Karai Peninsula Borough 

: Kovark, Bruce, former Kotzebue City Manager 

i McKinnon, Mike, Chief of Planning, Southeast Region, DOT&PF 

I Morgan, Michael, Facilities Manager, Alaska Deparhnent of Education 

I Ott, Martin, Chief, Planning and Administrative Services, Northern Region, DOT&PF 

I 
Schaeffer, Pete, Director, Kotzebue IRA Council (past ten years) 

Scott, Mike, Kotzebue City Manager (1986-90,1995present) 

1 Skin, Glenn, Noorvik City Administrator 

I Tolley, John, Chief, Planning and Administrative Services, Central Region, DOT&PF 

I 
Wek, Jake, Noorvik Mayor (1995present), City Administrator (1975) 

I Westlake Sr., Lany, past Mayor of Kiana, current Vice Mayor 
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Introduction 

A. Background and Purpose 

The oil and gas industry has donated millions of 
dollars and its employees have worked untold 
amounts of time to support Alaska communities since 
the 1970s. 

'Ibe intent of this report is to descrii and analyze oil 
industry philanthropy statewide and on the local level. 
Part of the corporate responsibility of many publicly 
held companies includes financial and in-kind support 
of not-for-profit community-based programs and 
services where the companies operate and their 
employees live. This study d e s m i  the level of 
impact the industry has had on Alaska arts groups, 
social service agencies, education, youth and 
cosnmunity programs. 

The study looks at corporate giving statewide and in 
the Municipality of Anchorage, the Kenai Peninsula 
Borough, and the Northwest Arctic Borough 
communities of Kotzebue, Kiana, andNoorvik. These 

represent a broad range of socioeconomic 
e n h m e n t s .  The Municipality of Anchorage is the 
hedquters of Alaska's oil industry. The Kenai 
Peninsula Borough has been the home of oil drilling 
piatforms in Cook Met, natural gas and fertilizer 
plants, and oil refineries since the 1960s. 'Ibe 
Northwest Arctic Borough is a traditional Inupiat 
E s k i i  region along the Arctic Circle, where jobs are 
scarce, subsistence is a primary component of the 
economy, and the impact of oil development is 
invisible. 

B. Scope of Work 

This report is based on an analysis of financial data 
gathered 6om the major oil corporations operating in 
Alaska h m  1975 through 1995, as well as interviews 
with key informants in the oil industry, nonprofit 
organizations, state and local government, i d  tribal 
entities. (See Appendix A ). Case studies of recipient 
organizations illustrate the impact of the corporations' 
philanthropic giving on the nonprofit community as a 
whole. 

The case study method is frequently used to examine 
contemporary events and is especially useful when 
quantifiable data is limited. It was clear 6om the outset 
of this research that financial contribution data would 
be difficult to obtain born all corporations or their 
foundations for the entire study period. Data 6om 
most nonprofits also would be unavailable due to the 
lack of standardized accounting procedures, the ever- 
changing management of those organizations, and the 
temporary nature of many nonprofits. 

During the study period, BP Exploration (Alaska) lac., 
ARCO Alaska, Inc. and Exxon Company, U.S.A. were 
the controlling owners of the trans-Alaska oil pipeline 
on Alaska's North Slope. Based on the size of lease 
holdings within the state, a total of 15 past and current 
oil prducers were identified as significant players 
during the study period. The McDowell Group 
requested a list of charitable contributions for the 20- 
year period born each of the following companies: 

Alyeska Pipeline Service Co. 
Amerada Hess Corporation 
Amoco Corporation 
ARCO Foundation 
BP Exploration (Alaska) Inc., (now BP Amoco) 
Chevron Corporation 
Exxon Company, U.S.A. 
Louisiana Land and Exploration Co. 
Marathon Oil Company 
Mobil Oil Corporation 
Phillips Petroleum Company 
Shell Oil Company 
Texaco Inc. 
Union Texas Petroleum 
Unocal 

McDowell Group initially contacted the director of 
community relations for each company, requesting: 

dollar amounts and number of nonprofit 
organizations receiving donations 6om 1975 
through 1995, and 
description of the institutions and activities 
supported 
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The financial data received by McDowell Group 
varied according to description and number of years 
reported. In addition, some companies did not answer 
the request, had no contributions during the 20-year 
period in question, or did not begin activity in Alaska 
until the end of the study. Arnerada Hess exercised its 
right not to disclose any information. The corporate 
spokespesom who responded to the request indicated 
the following difficuhies in releasing the information: 

the company was not required to retain reports 
after 10 years, 
records were archived in a location unknown to 
current staff, 
company mergers occurred within the study 
period, making records fn>m one or the other 
company difficult to obtain, 
accounting practices and computer programs had 
changed and the information could not be 
accessed electronically, 
company staff would provide data only in the 
aggregate to ensure confidentiality, or 
the company did not have the staff available to 
gather the information. 

McDowell Group made several attempts to obtain the 
data from the companies and their corporate 
foundations. Request. for Internal Revenue Service 
forms 990 PF (private foundation) tax reports proved 
to be a hitless and lengthy search for the proverbial 
needle in a haystack. Inter-library searches of 
corporate and foundation directories, and annual 
reports resulted in little information. Duringthe study 
period some companies sold their lease holdings and 
pulled out of the Alaska market, while others merged. 
For example, in 1987 BP bought Standard Oil (Sohio) 
outright (already owning 55 percent). Even with the 
assistance of Alaska's BP Exploration, McDowell 
Group was unable to obtain detailed information 
regarding Sohio's contributions to Alaska nonprofits. 
Only a few Sohio newsletters, found in the Anchorage 
BP l~kary, were available for anecdotal descriptions 
of Sohio philanthropic activities. The anecdotal 
information is insufficient to include Sohio 
contributions in the database, but the company's 
activity is d e s c n i  in the report. An Alaska 
newspaper search proved to be quite fruitful for other 
stories of philanthropy. 

Most nonprofit contributions were reported by 
recipient organization and geographic location, and 
category and amount of contribution. Where location 

of the nonprofit was not available, attempts were made 
to distinguish the region. The regions of study were: 

Statewide 
Southeast Alaska 
Municipality of Anchorage 
Kenai Peninsula Borough 
Prince William Sound 
Matanuska-Susitna Borough 
Fairbanks and surrounding communities 
Interior 
Western Alaska 
North Slope 
Northwest Arctic Borough 

The categories used for reporting contributions differed 
by company, making it difficult to classify the data. For 
example, BP reported nonprofit contributions to Arts, 
Health and Social Services, Education, Civic Affairs, 
and Environment ARCO Alaska, Inc. and the ARCO 
Foundation categorized contributions as Arts and 
Humanities, Community, Education, Environmental, 
and Public Information. Some companies reported 
contributions by recipient, but did not classify the giR 
To standardize the data into categories, McDowell 
Group used the grants classification system of the 
Foundation Center.' Some classifications have been . 
combined in this analysis into seven broad categories: 
Arts/(MtudHumanities, CommunitylCivic, Edwation, 
EnvironmentNildlife, Health/Human Services, 
RecreationtLeisure Activities, and Youth Development 
(See Appendix B for definitions of each category). 

A few companies did not specify nonprofit recipients, 
but categorized contributions by type. This resulted in 
an "unspecified organization" receiving amounts of 
money in most of the Foundation Cent& categories. 

It is impossible to total the amount of contributions 
from responding companies for the 20-year study 
period. No information was available before 1980, and 
only one company reported contributions at that time. 
The preponderance of the data is from 1988 through 

The Foundation Center is m independent nonprofit clearinghouse 
fw information w foundations, corporate giving and dated 
subjects f a  grant-seekers, p t -makers  researchus. 
pdicymle. the media and gcncnl public. McDowell Group 
worked with the Center's SM Francisco md New Yak libraries, 
its d i v e  ocntu at Indiana University libmy, a well a through 
the State of Alaska Library md the University of Alaska 
Anchorage consortium library. 
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1995. Where reported amounts were aggregated 
through 1997, contributions were averaged over the 
Years. 

All information reported by Alyeska Pipeline for the 
years 1982-1995 was unspecified by region and by 
kind of gifts. For some contributions, ARC0 Alaska, 
Chevron and BP Exploration did not specify years and 
categories. 'Ihe result was a large unspecified 
category of gifts. In addition, 44 percent of the total 
m u n t  could not be designated to a particular region 
Based on analysis of the remaining gifts, it is likely 
tbat most of tbe undesignated gifts went to 
Anchorage. More than 11.5 percent of the 
contributions could not be classified by type, but the 
majority probably would fall into health and human 
sewkes, education and the arts, similar to those gifts 
tbat could be categorized. 

Due to the limited nature and availability of data, key 
informant interviews were especially important to this 
study. Interviews were necessarily informal and 
exploratory, with several general questions guiding 
the discussions: 

What process and criteria were used to determine 
financial nonprofit support? 
What other types of support did the company lend 
to nonprofits? 
Do you have a sense of how corporate support 
has affected Alaska's nonprofit institutions? 
What types of programs and services did the 
contributions support? What were the secondary 
benefits? What projects, programs, producti013~ 
would not have occurred without industry 
support? 
Have nonprofits experienced fluctuations in oil 
industry support? If so, how has that affected 
activities? 
How has Alaska's quality of life been improved 
by this support? 
Have Alaska nonprofits become too dependent on 
oil industry grants? 

l'be study team conducted 66 interviews with key 
informants. Interviews with oil industry 
representatives helped determine the policy or 
process, or lack thereof, behind corporate 
benevolence, as well as -ow trends and 
fluctuations in giving. Interviews with nonprofit 
directors and board members determined the extent 
and impact of corporate financial or in-kid support, 

and a description of corporate and employee 
involvement in the nonprofit sector. As interview 
corroborated interview, the limitations of the data 
diminished in importance in terms of the overall story 
that can be told of corporate giving in Alaska. Much of 
the information presented here affects current 
philanthropy as well as past. 

Some key informants preferred to remain anonymous, 
but allowed their comments to be used in the report. 
Their names are listed in Appendix B; attnition in the 
text is limited to their general title. Others quoted in the 
text gave approval to use their names. 

C. Report Organization 

Chapter one provides an overview of oil company 
philanthropy in Alaska While any discussion of dollar 
amounts is necessarily limited by the quality of the 
corporate data, some trends are apparent. Chapters two 
and three discuss the recipients and trends seen in tbe 
Municipality of Anchorage and the Kenai Peninsula 
Borough, where industry involvement is most visible. 
Chapter four examines the effect of oil corporation 
philanthropy in the Northwest Arctic, which can best 
be described as indirect. Throughout each chapter, 
case studies provide an interesting story of tbe 
industry's relationship with Alaska nonprofits. Tables 
and a list of key informant. are provided in the 
appendix. 



Chapter I: Overview of Community Institutions 
Supported Directly by the Oil Industry 

A Introduction 

Hundreds of Alaska nonprofit organizations have been 
the recipients of direct oil industry philanthropy since 
the 1970s. The amount or type of donations hinge on 
company philosophy, in-state profits, andlor the size of 
Alaska lease holdings. The corporations give cash 
donations, raise large amounts of money through the 
United Way employee match program, and make 
valuable in-kind donations, ranging from computer 
equipment to vehicles, to management and 
development (ftnd-raising) training. The largest 
contributors in Alaska have been ARCO Alaska, Inc. 
and the ARCO Foundation, giving more than half of 
the total reported. BP Exploration contributed about 
one-fourth of the total. Alyeska Pipeline Service Co. 
ranked a distant third, followed by Exxon U.S.A., and 
Chevron AU other companies contributed less than 1 
percent of the total reported. 

McDowell Group was unable to collect complete 
financial data for this report, therefore the true amount 
of charitable donations from the oil industry is under- 
represented. Trends, however, are apparent. From 
available information the study team constructed a 
database that indicates the same trends d e s c n i  by 
key informants. While this study reports dollar 
amounts to illustrate those trends, the reader should 
bear in mind that these amounts represent a fraction of 
the exact amount. 

In the course of the McDowell Group's industry 
survey, Alaska's major oil and gas companies reported 
more than $53 million in donations between 1980 and 
1995 to arts gtoups, social se.rvice and community 
organizations, youth and recreational activities, 
education and the environment. (See Philanthropy by 
Year). It is estimated that the oil and gas industry gave 
at least $60 million to nonprofits; perhaps as much as 
$80 million. More than $6.1 million, or 11.5 percent, 
of these donations cannot be classified by type. The 
total excludes contributions by individual employees 
under company employee-match programs such as 
United Way. 

TABLE 1.1 

STATEWIDE OIL INDUSTRY 
PHILANTHROPY BY YEAR ($), 

1980-1995 

- - 

Total 

165.491 
118,895 

1.004.884 
1,778,063 
1.458.283 

807.984 
894,429 
981,549 

1,888,465 
5,508.700 
6294.663 
6,219,019 
7.494.832 
7.434.434 
4.791.681 
6,214,261 

More than 44 percent, or $23.4 million of the cash 
contniutions reported to McDowell Group were 
unspecified by region. Nearly one-third, more than S 17 
million, of oil and gas philanthropy went to institutions 
in the Anchorage region, and it is estimated that the 
preponderance of unspecified donations also were to 
Anchorage nonprofits. As the following table shows, 
statewide organizations received only about 12 percent, 
or $6 million, and other regions garnered far less. For 
the most part, the corporations gave to the regions 
where their employees lived. 
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TABLE 1.2 

REGIONAL CONTRIBUTIONS, 
1980-1 995 

Region 
Unspecified 
Statewide 
Anchorage 
Kenai Peninsula 
Swtheast AIaska 
Western Alaska 
Fairbanks 
Matanuska-Susitna 
Prince William Sound 
bJorth Slope Borough 
I* 
Northwest Arctic 

Gmnd Total 

Total 
23,444,892 
6.032.836 

17,384,591 
1.098.501 
1,361,432 

302.382 
2,000.754 

350,503 
288,495 
696.332 
43.332 
51.582 

53,055,632 

Percent 
44.2 % 
11.4 % 
32.8 % 
2.1 % 
2.6 % 
0.6 % 
3.8 % 
0.7 % 
0.5 % 
1.3 % 
0.1 % 
0.1 % 

100.0 X 

In addition to a company's cash donations, oil-patch 
workers tend to be involved in their communities. 
Those who live in the Municipality of Anchorage and 
the Kenai Peninsula Borough are known for their 
volunteerism, participating in the community as 
members of nonprofit boards, coaching little league 
sports, helping at the charity of their choice. Some 
companies offer match programs to encourage 
individual employees to give time as well as money to 
the nonprofit of their choice. One company, for 
example, encourages employees to volunteer their time 
by promising to donate $250 to an organization if an 
employee works 60 or more hours for that organization 
Involvement of this kind extends a corporation's 
influence into a community. 

Some nonprofits designate at least one seat on their 
board of directors for the oil industry. Tbese board 
members provide a pipeline to cash contributions, often 
lend business and management expertise, and act as an 
advocate and liaison for the organization. In 
Anchorage, the annual United Way campaign is usually 
chaired by a well-known oil industry executive who 
brings management skills, name recognition, hundreds 
of employee contributions and a company match, as 
well as a challenge to other corporations to increase 
their effort. 

During the 1975-95 study period, total North Slope 

production remained high and the price per barrel 
varied, ranging from a low ofSl3.12 per barrel in 1978 
to a high of $34.10 in 1981 in nominal dollars. A 
major oil price collapse of the mid-1980s was not 
consistently passed along to nonprofits. Organizations 
in their infancy, or those with poor management and a 
narrow-funding base, suffered the most or closed their 
doors at the time. Directors of well-established 
nonprofits reported more significant declines in 
industry support in the early 1990s, as companies 
restructured their Alaska operations. In 1999 as 
interviews were conducted for this study, benevolent 
dollars were steadily declining. With the price per 
barrel reaching an all-time low in fall 1998, nonprofit 
groups were expecting fewer and smaller grants 6om 
Alaska oil  at least through 1999.' 

The preponderance of data reported here btgins in 
1989, the first year that contribution levels were 
available 6om BP. Using available data and interviews 
for previous years, certain conclusions can be drawn 
about charitable contributions 6om 1980 through 1988. 
Information before 1980 is strictly anecdotal, gleaned 
from interviews. Only Alyeska Pipeline Service Co. 
and the ARCO Foundation reported individual 
contributions by recipient before the mid-1980s. Major 
givers aggregated contributions by category after that 
time. interviews and documentary research, theref- 
became very important to analysis and interpretation. 

8. Sources of Charitable Giving 

Nationwide, billions of corporate dollars are given 
annually to charity, but comprise only a small 
percentage ofthe total support ofnonprofit institutions. 
According to Giving USA, an annual report on 
philanthropy, individual giving is the largest source of 
funds collected by nonprofit organizations. In 1997, 
individual gifts and bequests accounted for 85 percent 
of an estimated total of $143.46 billion to nonprofits.' 
Cqotations and corporate foundations contriibuted 5.7 
percent of the total, compared to 4.8 percent in 1990. 
Other charitable foundations contributed 9.3 percent. 

' The proposed BP Amom and ARCO merger, a n w n a d  in 
Mar& 1999. could w l t  in increased financial support of 
community organizations by 50 percent wa thc combined 1999 
ARCO - BP Amoco kvd. =ding to tbc company. 
Advertisement, "An open kner to ail Alasksnq^hvreau Empire, 
April 6.1999.11. Paid fw by ARCO Abrka, Inc. i t  BP 
Explorntion. 

G i i  USA 1W8. &in E Kglan. Ed. M R l C  Trust for Ptrilanthropy. 
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?he report indicates that corporate giving increased 
tenfold over 30 years and more than doubled for the 
same period when adjusted for inflation. Giving USA 
observes a trend toward strategic corporate support, in 
which corporations tie charitable gifts to programs and 
organizations that are related to their business. The 
authors of Giving USA also note that companies 
support nonprofits through marketing, public relations 
and advertising expenditures, in addition to charitable 
gifts and grants. 

In Alaska, corporate donations comprise a small but 
important percentage of a nonprofit's budget. In only 
a few cases have corporate dollars become the major 
source of fimding for an annual single program or 
activity. Depending on the organization, other funding 
sources include federal, state or municipal grants, non- 
corporate foundations, special fund-raising events, and 
individual contributions such as memberships. Until 
the mid- to late 1990s, the oil industry was the largest 
of all corporate givers in Alaska. When this began to 
change, ARCO Alaska, Inc. joined with the United 
Way of Anchorage and the Alaska Community 
Foundation to sponsor a series of workshops designed 
to help nonprofits expand their support base. As state 
oil revenue and direct contributions have decreased, 
nonprofits have been looking more to individuals for 
major gifts, planned giving, and endowments. As this 
study was underway, nonprofits were reporting an 
increase in corporate contributions from the 
telecommunications and banking sectors. * 

C. Company Guidelines 

In Alaska, oil companies have contributed most to 
nonprofits in communities where they have the 
greatest presence. One community affairs director 
described company policy as the "95 percent rule: It's 
to support community endeavors where our employees 
work and live." TZhe other 5 percent may go to high- 
visibility programs in other communities, or programs 
with statewide impact. McDowell Group found that 
most companies reported contributions to specific 
locations, with the bulk of the money going to 
nonprofits in Anchorage, the corporate headquarters of 
the oil industry. Companies operating on the Kenai 
Peninsula funneled many of their donations to 
organizations there. Fairbanks and the North Slope 

also enjoyed support, and far less money was given to 
organizations in communities outside oil industry 
employment centers. 

For many corporations, philanthropy is part of the 
corporate culture. It also helps foster good will in a 
community and promotes the company. In Alaska's 
young industry, policies for giving varied by company 
and ranged from welldefined to "politically correct" 
and self-serving. One former community relations 
director described a company's giving as "pretty much 
self-serving. The whole purpose was to position 
themselves in the community. Fortunately that also 
helped other people." Other companies reported large 
annual budgets set aside by the parent corporation to 
fulfill the requests of Alaska organizations. 

A 1992 Alash Buiness Monthly survey of 148 
companies doing business in Alaska indicated that 92 
percent gave charitable contributions because of 
"interest in the local community," The second reason 
was the "reputation of the nonprofit" (48 percent), and 
the third was to "enhance employee relations" (30 
percent). Some companies noted that "increased 
visibility for their organization" was an important 
motivator.' 

The survey also found that many companies did not 
have a clear plan for giving. As Alaska's oil industry 
matured, the number of requests for charitable dollars 
increased, while the amount available deaeased. That 
prompted some oil companies to tighten h e i r  criteria 
for giving. In general, companies direct most of their 
grants to nonsectarian, nonpartisan, nonprofit 
organizations. Companies do not give money to 
individuals, nor for travel, and seldom for capital 
projects. Alaska corporations with grant-giving 
foundations such as ARCO, usually follow guidelines 
set by the corporate foundation. 

Executive turnover in Alaska forced some companies 
to have a contniions policy, according to one 
community affairs director. "You've got senior 
management who come and go, so we have to have 
consistency in our giving," he said. For that company, 
corporate donations were made "to improve the quality 
of life in those areas" where company employees 
worked and lived. When prices, production and profits 

Joy Atrops-Kim- president. Alaska Chapta. National Society 
&Fundraking Executives, interview by wthor. 

* Gai Shafa. "Giving in Alaska," Alaska Business Monthlv. 
December 1992. p. 25-27. 



fell in the early 1990s, the company cut its philanthropy 
across the board, reducing programs equally. With 
declining prices and corporate layoffs in 1998 and 
1999, the company d e s c n i  a similar strategy: an 
overall cut in 1999 of about 25 percent in corporate 
contn'butions and a few grants to be eliminated. 
Nonprofits eliminated tiom the recipient list were in 
communities where the company had little or no 
presence. 

One corporate foundation dictated that the parent 
company reserve 1.5 percent to 2 percent of its yearly 
Alaska profits for grants within the state, based on the 
number of Alaska employees. The corporation was 
allowed annual in-state discretionary giving of at least 
$1 million, which went out in contributions, other 
sup- and memberships. Sometimes corporate 
giving in Alaska exceeded $1 million "They (Alaska 
executives) did what they wanted," said a former public 
relations director. "If it was something they wanted to 
do bad enough, they did it" An example was a 
S300,OOO gift for an Anchorage emergency shelter. "It 
came migh t  out of Alaska operating funds" rather 
than designated discretionary monies, because the 
Alaska operation was "over the top of its Slmillion 
discretionary for that year." 

The Business MonfMy s w e y  found that in nearly 70 
percent of Alaska operations, individuals rather than 
committees decided which nonprofits would receive 
grants. About 30 percent had committees making these 
decisions. 

Some committees review the funding requests as well 
as the nonprofit's mission and financial statements. If 
a nonprofit had a large endowment or other large 
funding sources, the grant request probably would be 
denied. According to one former committee chair, "If 
an organization had a S 1 million endowment, we would 
say, 'There are greater needs.' " 

Companies also used what might be called "intangible" 
criteria to determine support: the effectiveness of the 
nonprofit, its visibility, employee mvolvement with the 
organization, the level of volunteer workforce, other 
corporate funding, success of individual fund-raising, 
and the organization's collaboration with other grant- 
makers: 

D. Trends 

As Alaska's oil industry grew, the nonprofit 
community swelled, particularly in Anchorage, where 
oil money was more easily available. Development 
directors reportthat some nonprofit institutions became 
overly dependent and did not se& other types of 
Suppo*. 

With the boom and bust of oil, less-established 
organizations folded, the result of intlated budgets, 
poor management, or the inability to raise hnds from 
a variety of sources. 

Health and human service organizations drew 272 
percent of the donations to all regions, more than $14.4 
million. Education totaled 17.1 percent, or $9.1 
million, and the arts, 14.6 percent, more than $7.7 
million. Because much of the data available to 
McDowell Group was undetailed, it is expectedthat the 
1 1.6 percent of the unspecified gifts would fa11 into the 
arts, education, and human services categories. 

The following table summarizesthe data collected fiom 
1980 through 1995. The majority the donations fell 
between the years 1989-1995, making key informant 
descriptions about activity before 1989 very important. 
The descriptions presented in this report represent a 
cross-section of the nonprofit community and are 
critical to the analysis. 

TABLE 1.3 

ALL REGIONS 
STATEWIDE PHILANTHROPY 

1980-1 995* 

~u l tureNumani t ies  
CommunitylCivic 
Education 
EnvironmenVWJdlife 
HeaWHurnan Senrices 
ReaeatiOnnekure A&r&s 
Youth Development 
unspecified Type 

Grand Total 

Percent 

industry key informant, intemim by nub. 

*Represents only contributions rqhnted to McDowcn Group by oil 
company sour- 
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The 20 nonprofit organizations receiving the most For a few years, the Nature Conservancy of Alaska, 
c o n t n i o n s  represent all nonprofit categories except classified as environment, received large oil industry 
community/civic and recreatiodleisure activities. gifts, inflating the environmental category. No other 
United Way of Anchorage, classified as health and environmental organizations received major donations, 
human services, tops the list. Alaska Pacific University although the Bird Treatment and Learning Center of 
and the Principal's Scholarship Program, started by Anchorage ranked 16& among all recipients. 
Sohio and continued by BP, are second and third. Due 
to the large amount of unnamed contributions, the 
largest category is unspecified. 

TABLE 1.4 

TOP 20 NONPROFIT RECIPIENTS, 1980-1 995* 

Organization Category Total 

United Way of Anchorage HealthMuman Services $4,699,190 

Alaska Pacific University Education 1,130,500 
Principals' Scholarship Program Education 836,000 

Nature Conservancy of Alaska EnvironmenUWildlife 825.000 
Alaska Center for the Performing Arts ArtsK=ulhrreMumanities 701.000 

K A W  ArtslCuHureMumanities 461,404 

hnaginarium Education 451.750 

Anchorage Daily NeMewspapers in Education Education ~ , O O O  

Boys and Girls Club of Anchorage Ywth Development 448,853 

Alaska Depamnent of Fish and Game Research Fund EnvironmenWMlife 384,100 
Anchorage Concert Association ArWCultureMumanities 373,220 
Covenant House Alaska HealthMuman Services 367,850 

Amhomge Symphony Orchestra ArtslCultureMumanities 364.500 
Salvation Army (Anchorage emergency shelter) HealthMuman Services 300,000 
Bird Treatment and Learning Center EnvirmntMTilife 286,300 

Junior Achievement of Alaska Youth Development 260,310 
Anchorage Opera Association ArtslCultureMumanities 434,750 
Boys and Girls Club of the Kenai Peninsula Youth Development 21 1,550 
Alaska Public Radio Network ArtslCultureMumanilies 205,700 

Unspecified Organizations 24,070,342 

*Represents only contributions rtportcd to McDowcU Group by oil company sources. 
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1. The Arts 

Alaska's quality of life, if described by access to the 
arts and humanities, improved dramatically during the 
oil boom years. Sirong cultural programs were 
important to attracting employees who would be willing 
to stay in Alaska ova  the long term. One company's 
guidelioes called for sponsoring "quality of life in key 
communitiesn where large numbers of company 
employees live. In the 1970s and early 1980s. oil 
company support of statewide arts was strong and good 
public relations. While the dollars have dwindled, the 
competition has not, nor has the process - the most 
visible programs generally attract the largest grants.' 

The Alaska State Council on the Arts, created in 1966 
to receive federal arts funds, facilitated the growth of 
local arts programs, passing along state and federal 
dollars. The Arts Council drew increasingly larger 
state grants in the early years of this study, swelling to 
$4.98 million (in nominal dollars) in fiscal year 1983. 
Wi more money to spend, Alaska politicians were 
sensitive to the arts, passing legislation that created the 
art in public buildings and 1 percent for art and artists 
in schools programs. Statewide conferences on the arts 
were held annually. Tbe Alaska Repertory neater was 
formed as a resident professional theater company. 
Many corporate dollars went directly to local 
oonprofits across the state to help provide extra 
programs, tours and performances, as well as more 
publicity for arts companies a d  oil companies. 

Arts Alaska started in 1976 as a nonprofit arm of the 
Arts Council and later spun off as a separate entity. 
Support of the organization illustrates the positioning 
some companies were won! to do as they explored for 
oil along the North Slope or other parts of the state. 
Between 1979 and 198 1, an $80,000 oil grant paid for 
more than two-thirds of a cultural folk dance tour of 
rural Alaska,' Tbe Aman Folk Ensemble visited 
villages as small as Nuiqsut and Kaktovik on the North 
Slope, and other communities fiom Unalakleet to 
Kotzebue, including corporate base camps. During one 
tour, the ensemble's 50 dancers, live musicians and 
ancient instruments were flown to rural destinations in 
a plane provided by an oil company. A member of the 

' Nntslie Rothaus, fiorma executive director. Juneau Artr and 
Humanities Council. interview. 
' Nancy Harbor, president, Alaska Center fw thc Performing Art; 
f m e r  Am Alaska anployec; current member. Artr Alaska Board 
of Dirrctorr. Interview by author. 

Arts Alaska advance team recalls "a lot of sensitivity at 
the time. 1 got the message 1 needed to be careful about 
what 1 said about the industry in these Eskimo 
communities ... We were careful we didn't get into 
politics. We just w e  positively that this (dance 
concert) would not have happened without the oil 
industry." 

Arts Alaska managed tours of artists through 1987, 
called "Alaska Shows to Go." It reportedly attracted 
large corporate contributions annually, ranging fiom 
$5,000 to $30,000, primarily because it was a statewide 
organization.' Donations began to decline about 1985 
and the board decided in 1987 to cease tours and use an 
Arts Alaska endowment to support local arts programs. 

About 1982, Juneau's Perseverance neater began 
drawing oil dollars. The community theater buitt a 
statewide reputation, in part due to oil industry grants 
that ranged overtheyears h m  $4,000 to $70,000. Tbe 
money allowed Perseverance to take produdions 
throughout Alaska. A statewide internship program at 
the theater brought in developing artists fiom 
Fairbanks, Tok, Haines, Chevak, Port Protection, 
Toksook Bay, and Kiana, one of the villages in this 
study. 

A bit of censorship was attached to these grants: 
family plays generally drew large amounts; productions 
that appeared to be less mainstream or risky did not. 
For Perseverance Theater, the boom and bust of 
corporate grants was more related to executive taste 
than to oil prices.* As with many arts groups, industry 
contniutions were important to the scope and size of 
Perseverance productions. Large contributions enabled 
the theater company to tour the state, provide support 
for intern and company members, and more 
significantly, demonsbate a strong base of support that 
helped attract funding fiom other sources. 

A cwpom'on's name, as well as its cash, is important 
to a cause. Major oil grants help attract funds fiom 
diverse sources, including other corporations, 
foundations, and government. As one professional 
fundraiser said, "I think of those (oil) dollars as 
leveraging dollars. Once you have the company logo, 
there's a credibility for leveraging other money." With 

' Ibid. 
* Mary EllcfEon, acting production manager, b v e r s n c e  
Theater. Juneau, interview by ruthor. 
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a major grant from Alyeska Pipeline Service Co. in 
1998, Perseverance Theater was able to leverage large 
matching grants from Fred Meyer Foundation and 
k i n g  Films. The new money also helped unlock a 
substantial challenge grant from the City and Borough 
of Juneau." 

Two very popular arts festivals m Southeast Alaska - 
the Sitka Summer Music Festival and Juneau Jazz and. 
Classics - gained industry support in 1981 and 1988, 
respectively, and were still receiving funds in 1999. 
The Fairbanks Summer Arts Festival received its first 
oil company grant m 1983, and over the years had 
grants from ARCO, Alyeska, BP, Mapco (Williams), 
aad Sohio. "They've been very loyal" said its founder, 
Jo Scott, who has raised hundreds of thousands of 
dollars in statewide support for the festival. "I get 
upset with people who criticize the oil industry too 
much They certainly got us going." 

Oil con tn ions  to the Fairbanks festival, however, 
have decreased by half in recent years, with $10,000 
annual gifts reduced to $5,000 by at least two 
companies. Industry grants comprised only about 5 
percent of the festival's annual budget in the 1990s. 
Scott said. All three of these arts festivals attract 
renowned international performers, and participants 
and audiences from across the state. The industry gifts 
were just part of a broad and diverse funding base, and 
were important to leveraging other grants. 

Over the years public radio has enjoyed corporate 
underwriting, but it did not always grow or shrink with 
the oil-driven economy. Underwriting reached a high 
in 1989, when four major oil companies gave grants, as 
large as $80,000. In 1999, the oil industry ranked 
among some of its smallest underwriters, although oil 
was still a major source of all corporate dollars. APRN 
has had support from ARCO Alaska, BP, Exxon, 
Alyeska, Chevron and Shell, and an ARCO Foundation 
grant APRN's coverage of the Exxon Valdez oil spill 
made the statewide network unpopular with Exxon." 
Information h m  Exxon and the network indicates no 
contributions to individual radio stations or APRN after 
1989, although Exxon pledged substantial amounts to 
public television in Anchorage. 

As oil prices crashed in the mid-1980s, even the most 
celebrated groups experienced a dramatic decline m 
funding. The Alaska Repertory Theater and Anchorage 
Arts Council soon went out of business, victims of the 
natural selection process. McDowell Group data 
shows the industry donated $166,500 to Alaska 
Repertory Theater between 1980 and 1988, and nearly 
$8 1,000 to the Anchorage Arts Council, amounts that 
are likely under-represented. 

Depressed oil prices also signaled a loss of state 
government support to the arts. As oil revenues to the 
state decreased, the Alaska State Legislature cut 
programs and services. By FY 96, state general finds 
to the Alaska State. Council on the Arts had been 
reduced to the minimum required to match federal 
grants. Where once single grants from the Arts 
Council reached $120,000, the largest in 1999 was 
$19,000. Funds for touring were practically non- 
existent in 1999. "Now you can't even get money to 
send a string quartet to Bethel," said Helen Howarth, 
the council's executive director. 

In the early 1990s' Alaska arts groups were hit with a 
double whammy, as corporate priorities began to shift 
from arts to social services." One company 
representative d e s c r i i  the trend as a change in 
philosophy as oil profits fell: "We tried to focus more 
money where it would make the difference," i.e., 
programs that emphasized social services, education, . 

the environment and the community. Some nonprofit 
directors did not believe Alaska's successful arts 
programs were hurt significantly by the change. 
Rather, patronage of the arts as a whole grew as 
marginal groups became healthier and access to cultural 
opportunities increased. 

2. Social Services 

The change in priorities reflected a nationwide trend in 
which the voice of advocacy was shifting toward 
education and more community-based  concern^.^ For 
this report, the multitude of community-based social 
-ce, medical and mental health programs have been 
lumped into the health and human services category. 
For all years, health and human services averaged 27 
percent of the industry's philanthropy statewide; 

l1 Prta DuBois, rtistic dirrcta, in aewslcncr to members. 
P e x s e v ~ n a  Theatre. March 1, 1999. I' "Oil companies shift priorities" by Jay B luck ,  Anchorage 

Cdleen Licbert, marketing director, Alaska Public Radio h i l y  News* Scpt 9. 1990. p. F1. 
Nthvork, interview by Pvthor. "bid. 
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education, 17 percent; and the arts, 14.6 percent. In 
1989, arts and humanities received 17 percent of the 
corporate gifts from the oil industry; education, 18 
percent; and health and human services, 22 percent. In 
1992, the portion devoted to health and human services 
reached 32 percent, while the arts and humanities 
received 14 percent, and education programs, 19 
percent, according to McDowell Group data 

In 1989, the largest portion of BP's and ARCO 
Alaska's philanthropy budgets went to social services, 
which ARCO called "community." Community 
services were to be directed toward the 
"disadvantaged" and to "provide accessible health 
care," according to a former community affairs 
director. Social services emphasized such areas as 
domestic violence and pediatric needs. Companies 
were b e g i ~ i n g  to look for "the root causen of family 
problems, according to a company representative. In 
addition, %e company wanted to fund things like 
dental care for low-income kids, because that's the kind 
of stuff they were not getting." Food bank programs 
became popular, with money being designated for 
allergy prevention and diabetes nutrition programs for 
children. 

The Food Bank of Alaska, an Anchorage-based 
collection agency, provides a good example of 
community social services. 'Ibe organization 
distributes food to food banks throughout the state, and 
the local banks supply soup kitchens, shelters and other 
nonprofits in their region. The Food Bank of Alaska 
has drawn steady, aiihough not large, support over tfre 
years. Every company reporting data to McDowell 
Group reported contributions to the statewide 
organization, as well as to local food banks. In the first 
three years of the 1990 decade, in- g i b  to the 
Food Bank of Alaska averaged $30.000. 

'Ibe largest social service institution in Alaska is the 
United Way, an umbrella agency that collects funds for 
local nonprofits. A strong United Way signals a 
healthy nonprofit sector. United Way has had 
widespread oil industry support throughout the years, 
with employee contributions matched by corporate 
dollars. While the agency has chapters throughout 
Alaska's urban areas, the oil industry generally limits 
its gifts to the Anchorage and Kenai chapters. Each 
will be discussed later in this report. 

3. Education 

For the latter years of the study, 1 989- 1995, support for 
education varied from 14 percent to 21 percent of the 
annual total of oil industry giving. 
Corporate grants seemed more likely to support 
educational opportunities than educational facilities. 
The ARCO Foundation, for example, generally would 
not support specific researchers or their projects, 
individual schools, or unrestricted grants to colleges or 
universities. Academic programs, teacher 
improvement, and services to help low-income and 
minority students were likely to gain sponsorship on 
the elementary and secondary level. On the university 
level, minority student achievement and retention 
programs, and disciplines related to "eartfi-resources 
industries" such as oil, attracted foundation dollars.t5 
Similarly, Unocal Foundation supported specialized 
areas of higher education, and Alaska Unocal 
guidelines recommgded support of educational 
opportunities." While other companies lacked specific 
guidelines, McDowell Group found that most 
education dollars were directed to specific programs. 
Scholarship programs often specified that students 
major in oil-industry related fields. 

4. Environmental Support 

The shift in giving philosophy in 1990 - firom arts to 
social services - was in response to a "changing civic 
need," according to oil industry representatives. They 
told the Anchorage h i &  News that companies 
intended to provide more support for social services 
and other programs, not to decrease arts or other 
funding. And they were careful to decry any link to 
specific events such as the 1989 Exxon Valdezoil spill 
in Prince William Sound" 

Environmental causes began to enjoy corporate 
support in the late 1980s with the "greening" of 
corporate America In Alaska that heightened after the 
oil spill. Support for these programs jumped h m  just 
over $26,000 m 1988 to $754,642 in 1990, according 
to McDoweH Group data. Part of that increase reflects 
the addition in 1989 of BP wntriibution figures to the 
database, and that company's sizeable contniutions to 

ARCO Foundation Annual Report 1993-1984. March 1995. 
I' Unocal Foundation Annual Report 1993; a h  Memorandum to 
Contributions Committee (Unoeal. Anchorage). March 19.1993. 
'7Bluchcr. "Oil Companies ..." Anchorage Ik* N e w .  
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the Nature Conservancy of Alaska in 1989 and 1990. 
However, cunbi'butions to environmental groups by 
Exxon alone went fiom $7,000 in 1989 to a high of 
$77,000 in 199 1. Exxon's environmental philanthropy 
dropped to $38,500 in 1995. For all companies, 
donations to environmental and wildlife causes 
increased fiom 1990 through 1995, but were still less 
than 8 percent for all years represented in the 
McDowell database. 

For tbis report, the environment I wildlife category 
includes spring clean-ups, recycling projects, science 
centers and wildlife rehabilitation, among other things 
(see appendix). 'Ihe Prince William Sound Science 
Center m Cordova was i n c o v t e d  just weeks after 
the Exxon Valdez dumped I I million gallons of c d e  
in the Sound. 'The idea for the research center in the 
Sound had been in the making for months before the 
accident, and it quickly became the administrative 
home of the federally funded Prince William Sound Oil 
Spill Recovery Institute. Since the mi&1990s, the 
Exxon Valdez Oil Spill Trustees Council (EVOS) has 
funded about 80 percent of the Center's research 
programs." "Science of the Sound" education 
programs for children, developed in cooperation with 
the U.S. Forest Service, have attracted oil industry 
d o h  since 1990. I' 

Tbe research program at the Science Center is 
considered a model. In its 10 years in Prince William 
S d  the Science Center has requested and drawn 
substantial support fiom the ARCO Foundation for its 
education programs. It has also received steady, 
though less, unrestricted support fiom BP. "We 
probably could not have run those (education) 
programs without that (oil money)," a Center 
representative told McDowell Group. Alyeska has 
given m-kind donations to the Center, including two 
trucks, "a wonderful donation to receive." Other in- 
kind oilcompany gifts include computers and 
oceanographic instruments. The Center at one time 
requested a small grant h m  Exxon, but was turned 
down. Expecting the same, the Center has not 
requested additional help fiom Exxon. 

The Nature Conservancy of Alaska, a statewide 
environmental program, began attracting oil dollars m 
the 1980s. Industry support represented about 40 
percent of Nature Conservancy's fiscal year 1999 
budget, although the organization expected a25 percent 
cut for fiscal year 2000, due to depressed oil prices. A 
Conservancy representative said the Alaska arm of this 
national organization has been allowed to grow because 
of corporate contributions. The Conservancy's list of 
corporate sponsors for FY 1999 indicates ARCO 
Alaska, Alyeska Pipeline, and BP Exploration as 
members of the "Chairman Circle," the category for 
contributions reaching $10,000 or more. McDowell 
data indicates $835,000 in oil company donations totbe 
Conservancy since 1989. More than 60 percent was 
given by BP. 

Conservancy representatives describe their alliance 
with the oil industry as that of a partnership, instead of 
the adversarial relationship many environmental groups 
have with oil. Its board of directors includes two 
corporate chairs and a board member fiom the oil 
industry. Alternatively, environmental groups are 
generally considered to be at odds with oil companies. 
One corporation's guidelines describe giving to 
environmental organizations as "building relationships 
with balanced-need environmental groups," and 
"promoting environmental education programs." As 
another company's representative said, "Environment 
always seems to be at the low end of the spectrum" 
when it comes to his corporation's financial support. 
"We couldn't support those who are suing us all the 
time." 

E. In-Kind Contributions 

Across the state, nonprofits compete for the same pool 
of money, whether it be corporate, individual or 
government. For the period of this study the majority 
of the wrporate money given to nonprofits came f i m  
the oil industry. In Anchorage it was easier for 
nonprofits to appeal to the industry due to their 
proximity, but as the competition got tighter, these 
corporations became niore discriminating in doling out 
contributions. 

' l l ~ ~  Eatoa Vdda Oil Spill Trustees Council was created 
thrwgh fcderrd a d  state mandate to manage the 5900 million 
settlement with Enon. 
"Education program include a hands* 'Discovery Room" at 
Rince William Sound Community Cdlege (since 1992). program 
that trwel to elementary schools in the region, a d  a summa 
science u m p  ( s k  1995). 

Companies often look for opportunities to give away 
used equipment. Such donations are considered in- 
kind, but these become as important as cash to many 
nonprofits. Several nonprofit directors, when asked 
about company benevolence for this report, mentioned 



TABLE 11.2 
UNITED WAY OF ANCHORAGE CAMPAIGN HISTORY 

Total Amount Total 
Year Industy Suppo* fromMa)orOil Amount 

u ~ t e d  way of h C h ' 8 g ~  
*la 1993 Unitcd Way split the petroleum industry into two tcsms: Major Oil & Oil Support The Amwnt from Major Oil indicates the mwnt 
of dollan contributed by tbe major production and refining companies. Total Industry Support includes oil production and refiningmpaniu 
m w d  m the oavic+ sector, Contributions from tht m i c e  ccctor b e  grown since 1993. 

Per capita the oil industry is considered to be the 
most charitable of all business and g o v m e n t  
sectors that contribute to Anchorage United Way. 
In the late 1980s to early 1% Alyeska reportedly 
had the highest per capita giving in the nation. In 
the late 1990s, ARC0 and BP took that spotm 
Anchorage oil company headquarters have been 
known for fund-raising duels to see which 
corporation could raise the most during the fall 
campaigns. Even during reorganizations or 
cutbacks, employees were challenged annually to 
reach deep into their pockets. Sohio's corporate 
newsletter, the Sohio Intercom, reported: 

"Standard Alaska employees came through 
again, contributing $260,000 to the 1987 
United Way fund drive and easily topping 
S A P C ' s  $ 2 2 2 , 0 0 0  c a m p a i g n  
goa l  ... Employee response  was  
overwhelming," said SAPC United Way 
Chairman Joe Liska. "Despite the unsettling 
times of yet another reorganization - 
employees still gave generously to this 
worthwhile cause.. . .% 

' Standard Alaska tops United Way," Sohio Intercom, 
Jmuary 1986. 
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When conbibutions began to decline in the 1990s, 
indushy leaders met with Anchorage United Way 
officials to warn them. ARCO and the United Way 
then collaborated to help nonprofits become more 
efficient, better utilize their boards of directors, and 
expand their W i n g  base. In 1999, retail business, 
professional groups, and Native corporations were 
the fastest growing sectors conbiiing to the 
United Way. "There's been a deliberate a 
deliberate weaning of those (oil) dollars, even 
though by far they're (oil) the most generous of all 
the donors," McMillan said. 

Many United Way organizations also qualify for 
state f i d s  and municipal grants, and serve as 
referal agencies for people who need some sort of 
assistance. During periods of high grants and 
awporate conbiiutions, fewer people ask for 
government assistance because there are more 
private organizations to help them, according to 
Anchorage Social Services Manager Jewel Jones. 
Those who do ask are often referred to a private 
agency. "If those organivrtions are not there, the 
folks are still going to be at government's door," so 
the impad is greater on municipal social service 
programs when state corporate grants are reduced, 
Jones said 

4. Crisis Centers 

Human service agencies are often popular causes, 
particularly Eamily crisis centers and sbetters for 
abused women and at-risk youth. In Anchorage, 
women's crisis centers have steadily received grants 
from the oil indushy, in varying amounts. From the 
mid-1 980s to 1995, grants to Abused Women's Aid 
in Crisis, Standing Together Against Rape, and the 
Anchorage Center for Families varied 6rom a high 
of nearly $50,000 to a low of $300, according to 
McDowell Group data. 
Covenant House Alaska, which operates shelters 
and programs for at-risk youth, opened in 1988 and 
has steadily received grants 6rom five oil 
companies, fiom $100 to $30,000. An annual grant 
fiom one corporation allows it to run a special 
summer program for teens. Covenant's board of 
directors includes members from the oil industry. 
"They've listened to where the gaps are and fund 
them. It's not only the cash they provide at times, 
but the expertise," said Covenant's executive 
director, Diedre Pharer. The oil companies are "an 
important partner m the scope of making the 

program work" 

Homeless shelters and soup kitchens such as 
Bean's Caf6 have attracted steady industry dollars 
over theyears. ARCO in 1982 donated $300,000 
to help the Salvation Amy purchase the 
McKinnell House for an emergency shelter in 
Anchorage. According to an Associated Ress 
story, the contribution came at a time when the 
Anchorage housing crunch was "so acute that 
Mayor Tony Knowles is considering asking the 
Army to open surplus b m k s  to the homeless. 
Dozens of families are living in pickups and 
campers on roadside pull-offs in the armm 

It also came at a time when ARCO Alaska had 
reached the top of its $1 million in discretionary 
giving allotted by the ARCO Foundation. The 
money reportedly came straight out of ARCO 
Alaska's operating funds." 

5. Community Gifts 

The Communitylcivic category of gifts includes 
chambers of commerce, economic development, 
visitor's bureaus, civic clubs such as Lions and 
Rotary, community volunteer programs, minority 
groups, and business and professional groups, 
among others. McDowell Group data indicates 
$380,000 in conbiiutions to Anchorage civic and. 
community nonprofits, one of the smallest 
categories of corporate giving. One of the most 
prominent examples of giving within the city of 
Anchorage is the annual BP / YWCA Women of 
Achievement awards. 

In its tenth year in 1999, the women's 
recognition awards started with a $10,000 grant 
fiom BP Exploration. F i b  women are 
nominated from the greater Anchorage 
community and honored for excellence in their 
chosen business, profession or volunteer 
activities. For several years, BP also paid for the 
prbting of awards ceremony invitations and 
programs, then stopped printing and increasedthe 
annual grant to $1 5,000, more than half the cost 
of the event. BP's president serves as corporate 

* Amciated Press, -ARC0 gives $300,000 to Salvation 
Amy," F a i b a h  h i l y  News-Miner. S c p ~  13 1982. 

Industry key informan& intenicw by author. 
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chairman of Women of Achievement A reception 
for the nominees is held in the BP office building. 

The YWCA opened in Anchorage in 1989. BP has 
"been there h m  tbe beginning," said Executive 
Director Sharon Richards. No other corpMations 
have matched BP's gifts.* The Women of 
Achievement awards luncheon is the biggest 
fUndraiser of tbe year. Businesses and corporations 
throughout the city purchase tables at the luncheon, 
and the number of guests averages more than 800. 
All procex& go to operating expenses for other 
YWCA activities. 

'Ibe Women ofAchievementawards arean example 
of the importance of visible corporate support to 
leverage other sources of funding, according to the 
YWCA director: "In the world of nonproflts, if you 
appear to be successful that ath.acts other supporS 
because you are a aedible organization. Success 
breeds success," Richards said. 

6. Education 

According to McDowell Group data, the oil 
industry contributed more than $2.8 million to 
education in Anchorage, including scholarships, 
educational conferences, literacy programs, parents' 
groups, Alaska Pacific University and the 
University of Alaska Anchorage, community 
schools, vocational training, libraries, and The 
Imaginarium. Overall, education represented about 
16.5 percent of the total benevolent dollars spent in 
Anchorage. 

Grants to educational institutions, such as 
Anchorage's public schools and universities, were 
often restricted to particular programs, key 
informants said. McDowell Group data shows few 
dollars directed toward individual schools or 
districts; rather the con tn ions  were specified for 
science fairs and special programs. On the 
university level, the data shows Alaska Pacific 
University received more than S 1.13 million 1980 
- 1992 fiom ARCO, BP, and Exxon. BP gave the 
lion's share, about 63 percent, and ARCO placed 
second. Some companies have taken advantage of 
tbe state's education tax credit law that allowed a 

' McDowcll Grwp data Jhom m othcr corporstc gifts to the 
An&orage YWCA, 8ltimugh cxtcutivc dirtctor Sharon 
Richards indicated other companies hvc given mall grants. 

tax break for gifts up to S200,000 annually to 
two or four-year post-secondary institutions." 

Contributions directed to the University of 
Alaska Anchorage were generally for specific 
one-time programs, with most of the 
contniutions given through the University of 
Alaska Foundation, where corporations could 
designate hob the money would be spent UA 
Foundation annual reports show a broad range of 
giving, making atotal impossible. ARCO Alaska 
and BP gave over S 10,000 in 1988 through 1992, 
and between S5,001 to S100,000 in 1993 and 
1994. BP and Exxon gave between S5,001 and 
S 100,000 m 1995. The ARCO Foundation gave 
separate grants m some of those y e . .  

Caporntions will receive a 50 percent Alaska ta credit 
for 8 $1 00.000 gift to my amedited two a four-year p a t  
secondary iostitution; my mount mu S 100.000 &ws a 
100 pcreent tar &it. The mawimum tax credit is 
$150.000, so a corporation cannot givc more than $200.000 
in one year a d  still qualify f a  the tax a e d i t  

19 MchW Group, bc. 



TABLE 11.3 

OIL GIFTS TO UNIVERSITY OF ALASKA FOUNDATION 

C hevron Chevron 
Standard AK Production Co. Standard AK Production Co. 
Tesoro AK Petroleum Co. 
Chevron USA. Corp. 
Exxon Education Foundation 

Tesoro Petroleum Companies, Inc. BP America, Inc. 
Unocal Foundation MAPCO Alaska Petroleum. Inc. 

Exxon Co.. USA Alaska Operation 

ARC0 Alaska Inc BP Exploration Mapco Alaska 
ARC0 Foundation Exxon Company Petroleum. lnc. 
ARCO Oil and Gas Co. 

Source: h u a l  Rcportq University of Alaska Foundetion 

Corporations also directed contributions to non-school 
based education programs in Anchorage, including The 
Imaginarium. The hands-on science center opened m 
October 1987 as oil prices and Alaska's economy 
plummeted, but the discovery center was not new m 
terms of community commitment. The "Core Four," as 
the founders were called, had researched the feasibility 
of a discovery learning center in Anchorage and rallied 
broad-based support. The center was incorporated m 
1985. 

Anchored by the ARCO Foundation, the oil industry 
"more than any other industry, got The Imaginarium 
going," said Chris Cable, the center's director. BP 
joined m 1989, Exxon and Unocal m the early 1990s. 
Alyeska was the first sponsor of Trick of Treat Town, 
an alternative Halloween celebration held by The 
Imaginarium. According to interviews, oil service 
companies have also contributed to The Imaginarium. 
About 40 separate businesses now donate to the center, 
and most of those are related to the oil industry. 

The Imaginarium offers educational programs 
companies can easily sponsor. "We're an easy sell, 
because we're technology based and kid-based," Cable 
said Over the years ARCO has "adopted" 10 of 
Anchorage's poorest elementary schools, paying for 
The Imaginarium to take programs into the classroom 
"to get kids excited about science." 

In addition to cash contributions, the center has 
enjoyed in-kind contributions from Anchorage 
companies. "You hear about the big checks but you 
don't hear about the printing, the conference rooms, the 
pieces of pipeline, graphics support and other 
services," Cable said. One oil company has donated 
less cash but more in-kind services. As the dollars 
decline, the challenge for The Imaginarium and other 
nonprofits will be to fmd ways to maintain or grow 
their programs. In the late 1990s, oil companies were 
targeting contributions more to special projects than 
general operating funds, and the amount of money was 
diminishing. "The trend is they want more 
accountability for the money they give and we get less 
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each year," Cable said. "Those contributions are there, 
but every year they go down a little more and a little 
more and a little more." 

About 70 percent of The Imaginarium's budget comes 
from memberships, the rest from corporations, 
charitable foundations, and individuals. At one time 30 
percent to 40 percent of operating dollars came from 
oil; in 1999 it was about 5 percent to 10 percent. 

7. Environment 1 Wildlife 

Alaska's long winters melt into litter in Anchorage and 
other urban centers. Aaoss the state the oil wmpanies 
join with community groups to clean up their towns, to 
the tune of several thousand dollars each year. During 
the study period, BP Exploration was the chief industry 
sponsor of the Anchorage Chamber of Commerce 
Ckan Up, according to McDowell Group data. The 
company also gave a sizeable amount to the Anchorage 
Waterways Council for its annual creek clean up. 

Spring cleanups, litter prevention, recycling and 
landscape projects hll into the environment / wildlife 
category. The Alaska Zoo, bird treatment centers, and 
natural resource conferences also fit this category. 
Environmental and wildlife programs in Anchorage 
drew just over $1 million during the 20-year study. 
The bulk of those donations did not go to groups that 
might want to prevent oil development at some time, 
but those with an agenda removed fiom most of the 
environmental issues affecting exploration and 
development. 

The nonprofits receiving the most in this category were 
Alaskans for Litter Prevention and Recycling 
(ALPAR), the Alaska Zoo, and spring clean-ups. The 
Bird Treatment and Learning Center, a nonprofit that 
rehabilitates sick and injured wild birds, became a 
popular cause in the 1990s, receiving almost 33 percent 
of Anchorage environmental dollars, according to 
McDowell Group data The bird treatment center was 
incorporated in 1989, just after the Emon Valdez oil 
spill, but it had been a working group for a year before 
the accident. BTLC did not work on any oiled birds, 
nor receive any oil company donations until 1991, 
according to director Barbara Callahan. 

Contributions to the center come fiom the ARCO 
Foundation and BP, which gave $50,000 each for two 
years to help BTLC purchase land for a Potter Marsh 

nature center, Callahan said." The gifts represented 
about half of the amount needed for the land. ARCO 
has continued to give substantial amounts to be used as 
operating funds. The center has cared for about 1,100 
birds each year since it opened, and reached about 
28,000 people in the greater Anchorage area with its 
educational programs about birds in their habitat. The 
1999 chairman of the BTLC board of directors was a 
senior biologist at ARCO. 

BTLC is housed in the same building as the Alaska 
ofice of the International Bird Rescue and Research 
Center, of Berkeley, Calif. The international center has 
contracts with Alaska Clean Seas and Alyeska Pipeline 
to provide a regional response center in Anchorage, as 
part of the oil wmpanies' oil spill contingency plans. 
Alyeska reportedly donated about $5,000 each year to 
the IBRC. The research center also has contracts for 
service with Alyeska 

In 1989, $62,000 was spent in Anchorage to help 
groups improve the environment or care for wildlife, 
money that was generally pledged the previous year. 
When wmpanies announced in 1990 that more money 
would go to environmental causes, wntributions 
increased to $239,750 the next year. An $82.000 
decrease in 1992 was followed by a similar boost, then 
envuonment/wildlife corporate oil gifts fell to $68.500 
in 1994, according to McDowell Group data 

8. Youth Development 

Anchorage youth have reaped more than $ 1.2 million 
in oil company wntributions over the years, about 7 
percent of the total for the 20 years of study. The youth 
development category encompasses scouting and 4-H 
programs, Boys and Girls Clubs, Big Brothers and Big 
Sisters, and Civil Air Patrol, among other groups. The 
largest amount went to the Boys and Girls Clubs and 
was reportedly given by Sohio. McDowell Group was 
able to obtain only anecdotal information regarding 
Sohio's wntributions in Alaska, so the company's 
wntributions are not included in the database. (See 
Introduction). Sohio.reportedly gave Boys and Girls 
clubs over $500,000 fiom 1979 through 1986." Even 
without Sohio, Boys and Girls Clubs of Alaska 
comprised 40 percent of the Youth Development 

" These mounts arc not consistent with information repatted to 
McDrmell Group by ARCO and BP. 

"Standard Alaska contributes SI00.000 to Boys and Girls 
Club." Sohio Intercom, April 1986. 



category." Scouting groups were also popular, 
including Cub and Boy Scouts, Brownie and Girls 
!buts, and Campfire Girls. These organizations drew 
33 percent of the gifts in this category. Again, the 
study team believes the amount of benevolence to 
youth groups is actually much higher. Many adults 
were scouts as youth, have their children involved and 
volunteer their time as scout leaders, so these programs 
tmd to be popular. 

'Ihe business youth organization, Junior Achievement, 
was the third largest attraction among Anchorage youth 
groups, receiving 23 percent of the $1.2 million given 
to Anchorage youth development organizations, 
according to McDowell Group data. 

9. Recreation1 Leisure Activities 

Anchorage youth also benefit from the numbers of 
recreation programs the industry has sponsored over 
the years. Donations to recreation and leisure activities 
were less than 2 percent of Anchorage philanthropy, 
about $293,000, McDowell Group information shows. 
The money helped sponsor everything fiom the Special 
Olympics to dog mushing and Charlie's Classic Cars. 
The category includes public schools and university 
athletic programs, booster clubs, little league, parks and 
playgrounds, fairs, and recreation programs for the 
disabled. 

Aside fiom a one-time gift of $20,000 to the 
Anchorage Organizing Committee for the 1992 
Olympics, donations in this category were generally in 
the $100 to $500 range. The largest gifts - $10,000 
annually between 1988 and 1995 -went to the Alaska 
Sled Dog Racing Association for the Exxon Open race. 

Special meation programs for the handicapped, 
including the Special Olympics, Challenge Alaska and 
Alpine Alternatives, gained the largest block of support 
at 35 percent. The Foundation Center primarily codes 
sports activities for the mentally and physically 
challenged as recreation, and secondarily as human 
services, the category used for other programs for the 
disabled.* 

IS Established in Anchngc in 1966 a xparatc organizations, tbc 
Boys Club merged with thc Girls Club in 1985. 
* Jean Johns. librprian. SPI Fmncisco Libiiuy, Foundation Carter. 
ALSOALso Margaret Wcbber executive director. Alpine Altcrnaliva. 
Anchorsgc. 

Like scouting and other youth programs, recreation 
programs are sponsored in part because many little 
leagues, swim clubs, gymnastics and other teams may 
have oil company dads and moms as coaches, and sons 
and daughters as competitors. Recreation is also 
leisure time, and Americans are often known as 
armchair athletes, making the Great Alaska Shootout, 
hockey and baseball teams certain to attract 
sponsorship. 

Even money from well-known oil corporations cannot 
guarantee the teams or athletes will win Some gifts 
proved to be an embarrassment to the supporting 
company. Take for example, $100 to John Suter, the 
Iditarod poodle race. He not only lost the race but lost 
some of his dogs, who certainly were not bid to be 
racers. That gift was one the sponsoring company 
would just as soon forget, according to its public affairs 
director. 

C. Summary 

Between 1989 and 1995, the years that McDowell 
Group data is most complete, contributions to 
Anchorage nonprofit groups ranged fiom a high of 
$2,968,982 in 1992 to a low of $1,032,709 in 1994. 
The low came at a time that work forces were being 
reduced at the two largest companies, BP and ARCO, 
as well as Alyeska Pipeline. With production at 
Prudhoe Bay in steady decline, the face of Alaska's oil 
industry was once again changing. 

Because McDowell Group data is incomplete for the 
years preceding 1989, it is impossible to paint a 
complete picture of Anchorage nonprofit groups' 
ability to weather the 1986'87 recession. Interviews 
and newspaper articles indicate some nonprofits 
skidded to a halt during those years, as did Anchorage 
construction and other segments of the economy. 
While industry newsletters still boasted of substantial 
contributions, most of that money was pledged well 
before oil prices plunged. Sohio, for example, said it 
spent nearly $1 million in Alaska philanthropy in 
1987, much of it in Anchorage.' ARCO Foundation 
grants dropped about $80,000 statewide 6rom 1986 to 
'87, with a corresponding decline in Anchorage. 

3 t m d a r d  Alaska is more 'involved' than ever." Sohio Intercon. 
February 1987. 



Some experts in the nonprofit world considered the 
1986 crash sort of a levelingsff period for nonprofits. 
Organizations that had a solid mission and widespread 
community support were able to absorb the cuts. Some 
nonprofits used this time as an opportunity to broaden 
their W i n g  base and make changes. Companies that 
toured the state with grand performances stayed in 
Anchorage; others scaled down the size of their 
productions. The survivalists had wellestablished, 
well-managed and distinctive programs. Others may 
have offered duplicative services, been poorly 
managed, andlor been too reliant on oil revenue, 
whether fiom state grants or company giving. Those 
organizations became the victims of nonprofit natural 
selection. 

Trends in giving in Anchorage were typical of the rest 
of the state fiom 1989- 1995. The largest amounts went 
to health and human services, with arts, culture and 
humanities in second place fiom 1989 through 1991, 
when education began to draw more dollars as the 
industry shifted its grant- making priorities. 
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Chapter Ill: 

A. Introduction 

Alaska's first exploratory oil well was drilled in Cook 
Inlet m 1898. Fifty-nine years later, Atlantic Richfield 
discovered oil at what became known as the Swanson 
River Oilfield. Union Oil Company later found a large 
gas field a! Kalifonsky Beach and Amoco discovered 
the first gas offshore at Middle Ground Shoals. The 
first refinery in Alaska was built a! Nikiski in 1962 by 
Chevron (Standard Oil of California). Incorporated in 
1960, the Kenai Peninsula was home to Alaska's oil 
and gas industry long before h d h o e  Bay became the 
center of activity. Commercial and sport fishing, and 
tourism are also important mainstays of the local 
economy. 

The names of Kenai's in- players changed duriog 
the years ofthis study, but included Unocal, Marathon, 
Phillips Petroleum, ARCO Alaska, Shell and Chevron. 
TareAlaska  Refinery Corporation has had major 
impact on Kenai communities, but is not included in 
this study, because it does not own or operate crude 
well. Tesoro supplies gasoline and other petroleum 
products to markets throughout the state, and has some 
foreign exports. 

At the time of the research, Marathon had shifted its 
focus from oil production to natural gas and owned 30 
percent of the Kenai liquefied natural gas plant. 
Phillips owned 70 percent. Unocal had a fertilizer and 
a natural gas plant in the borough and oil platforms in 
Cook Inlet." Chevron and Shell had left the region. 
Three independents, Anadarko Petroleum Cosp., Union 
Texas Petroleum Corp. and Forcenergy, Inc. were the 
newest operators in Cook Inlet Basin.* Union Texas 
Petroleum Corp., and Forcenergy, Inc. were not part of 
this study. 
The Alaska Department of Labor estimated the 
population of the Kenai Peninsula Borough in 1997 at 
48,098. The cities of Kenai and Homer were the 

" U d  also hrd lease holdings in the Kuparek and Endicott 
fields. 
40 Kcnai Peninsula Borough E m i c  Dcvdopmcnl Dimid, Inc. 

Kenai Peninsula Borough 

largest communities." KPB's population grew 61 
percent from 1980 to 1985, the oil boom years. (See 
Volume 2, Chapter 111). From 1980 to 1995, annual 
employment in the oil and gas industry ranged from 
1,163 in 1983 to 1,619 in 1990." Kenai had high 
unemployment during the recession, but an overall 
heathy economy helped the nonprofit sector grow over 
the years, especialty after a United Way chapter was 
established in the borough. Local taxation on the 
industry was the primary source of KPB revenue 
throughout the 20-year period of this study. 

B. Trends 

Slightly over 2 percent of the $53 million in industry 
philanthropy reported to McDowell Group went to the 
Kenai Peninsula Borough during the study period. 
Most of the information collected from participating 
companies represents only the last five years of the 
research, 1990 to 1995. ARCO and BP were not 
operating m the region during these years, but a number 
of employees lived in the Kenai and were involved in 
their communities. Their employee match 
contributions went to Kenai, and they used their 
company names when employee groups were involved 
in Kenai area adivities. When ARCO pulled out oftbe 
region, its contributions did not seem to drop off, Kenai 
industry observers say. 

For the companies still operating in the Kenai, 
corporate donations were made for the most part where 
company employees worked and lived - in the 
communities on the Peninsula. While those companies 
have given to many Peninsula nonprofits, McDowell 
Group found that communities closest to the oil rigs, 
refineries and gas plants - Kenai city and Soldotna - 
received most of the funds. Much of the generosity 
was in the form of services and in-kind contriiutions. 

'' Kmai city population in July 1997 was estimated rt 6,971; 
Homcr rt 4.126. Alaska Department of Labor, Population 
Owrview. 1997 Estimates. " Alaska Department of Labor statistics. rrprduced in 
employment summary. Kmai Peninsula Borough Economic 
Development Dismct 
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Corporate philanthropy was not always purposefully 
designed at the smaller, local companies. Gifts were 
often made at the recommendation of an executive 
instead of a grants committee. The major guideline 
was that donations stay on the Peninsula. Phillips 
Petroleum Company, operating in the Kenai since 
1 %8, attempted to keep all of its donations within the 
Peninsula, where 52 employees and their families lived. 
With headquarters in Anchorage and operations in the 
Kenai, Marathon sponsored nonprofits in both 
communities, although most of its workers lived in the 
Kenai. Unocal's administrative ofices were in 
Anchorage and its major operations were in the Kenai 
region. The company insisted that contributions stay 
within the Kenai or greater Anchorage area About 
twethirds of the company's employees lived in the 
Kenai, and gave their volunteer time to local 
nonprofits. They wanted company contriiutions to stay 
in the communities were it would get the "most bang 
for the buck," said Unocal's public Affairs consultant, 
Roxanne Sinz. Local contributions were generally less 
than $1,000 and did not have to be approved by a 
distant corporate ofice. Contributions over $1,000 
were made through the Unocal FoundatiomU 

Anchorage grant requests were more competitive and 
funding decisions were made by a committee of 
employees who worked atthehchorage office. Kenai 
executives appeared to have more autonomy. When 
guidelines were adopted for local giving, f h d s  were 
allocated onty to individual organizations that did not 
get United Way supporf since the company already 
supported the annual United Way campaigns in Kenai 
and Anchorage. Like other corporate donors, Unocal 
required that the company receive recognition for its 
"corporate citizenship" 6om the nonprofits it 
supported. Kenai communities were so small that the 
company funded the majority of requests and had little 
trouble gaining recognition for its assistance, according 
to Sinz 

" Memorandum. Contribution Committee Guidelines. Unocal. 
March 19.1993. 

TABLE 111.1 

KENAl PENINSULA BOROUGH 
PHILANTHROPY, 1980-1 995' 

ARslCultureMumanities 
CommunityICi 
Education 
EnvironmenW~ldlife 
HealthMuman S e ~ c e s  
Recreationkeisure Adivities 
Youth Development 

Grand Total 

Total 

$36,991 
49.793 
66.402 

178,800 
506,088 
37.745 

222,682 

1,098,501 

*Represents only amtributiom reported to McDowell Grwp by oil 
company sources. 

Infonnation from the Kenai companies was onty 
available for the 1990s; for all companies giving to 
Kenai, McDowell Group was able to collect data for 
onty 10 years. The local companies were known for 
their manpower and in-kid contributions, among 
Kmai's nonprofits. According to interviews, the oil 
and gas companies were very much a part of the Kenai, 
especially m the city of Kenai which was closer to theu 
base of operations. Rather than be some "huge 
offshore industry," these companies helped create a 
"sense of community." They were seen by many as the 
backbone of the region, whose employees became 
personalty involved in the towns in which they lived. 

1. The Arts 

Unlike industry benevolence statewide and in 
Anchorage, the arts, culture and humanities groups 
ranked last among Kmai area nonprofits receiving oil 
industry h d s .  Donations to the arts did not even 
appear in tbe data until 1988. For the 20-year period, 
arts and humanities programs received onty about 3 
percent of the $1.1 million in KPB philanthropy, 
accordiig to data collected by the study team. Much of 
this was headed toward Homer, a community on the 
southwestern regional side of the Peninsula that has 
become known as a center for the arts. 

Under the umbrella of the Alaska State Council on the 
Arts, the Homer Arts Council was one of five local 
councils in Alaska with a paid director (although 



volunteer staff). The Council helped support and work 
witb local arts groups, and sponsored programs of its 
own, including an annual concert series; the Nutcr~1k-r 
Brrller, writing, poetry, visual art and dance workshops. 
The Council also provided year around programs for 
children and scholarships to arts camps. 

Most of Homer Arts Council revenue is eamed through 
gate receipts, fund-raising, and annual memberships. 
Less than 10 percent comes f h u  corporate sponsors, 
including ARCO and BP. Both cornpanits have an 
employee match program, periodically providing the 
Homer council with "a nice little bonus," according to 
director Joy Steward The Alaska State Council on the 

, Arts provides I5 percent of Homer's operating budget, 
made possible by state revenues generated from the oil 
industry. Incorporated in 1975, the Homer Arts 
Council received annual grants h m  ARCO. These 
were cut m half in 1991, as the company was 
increasing grants to health and human services. 
C h e m  also contributed regularly until it pulled out of 
the Peninsula, and BP made contributions beginning in 
1990, Steward said The Homer Arts Council never 
asked &on for support. 

BP and ARCO also contributed to Homer's Pier One 
Theater. Interestingly, the McDowell data shows no 
contributions to the theater or council 6om Marathon, 
Phillips or Unocal, that operate 90 miles to the north. 
Steward finds it "harder to hock on doors when there 
is no office nearby" to ask for financial support. A 
handful of ARCO and BP employees who live in 
Homer and were active m the community, helped direct 
contributions to Homer nonprofits, she said. 

Gifts from Unocal Marathon and Phillips Petroleum 
were delivered to arts groups in Kenai city, closer to 
their operations. Information collected by McDowell 
Group indicates that less than $6.000 went to arts 
groups in the city of Kenai. The Kenai Arts and 
Humanities Council and the Kenai Potters Guild are 
all-volunteer organizations, and probably receive in- 
kind services as well as some small cash contributions. 
While few cash donations appeared m the data offered 
to McDowell Group by local companies, their 
personnel were involved in arts, often as volunteers or 
performers. 

Both Kenai and Homer have public radio stations, but 
memberships were left to individual employees. Only 
two companies made corporate donations to the 
stations. It was unclear if these were actually 
memberships or in the form of underwriting. 

Most of the money spent on arts and cultural programs 
in the Kenai for the 20-year period likely came in the 
form of grants from the Alaska State Council on the 
Arts, fueled by oil tax revenue. In 1985, for example, 
Homer was the site of hearings on the state arts 
council's long-range planning process. In the days of 
statewide arts tours, the region was often on the touring 
circuit. And, like many communities in Alaska, some 
of the towns on the Peninsula have benefitted from the 
state's artists in schools and art in public building's 
pr0gra'"s- 

2. Health and Human Services 

More than halfa million dollars flowed into health and 
human services, including United Way, in the Kenai 
Peninsula during the 20-year study period. The oil and 
gas industry provided the most support for this type of 
program for all the years of philanthropic data collected 
by McDowell Group. ARCO and BP Exploration were 
the major donors to all nonprofits throughout the 
region, but their money was not easy to get - 
nonprofits had to write formal grant requests for it. 
Smaller amounts of cash, equipment and volunteer 
services were more quickly available 6om companies 
operating on the Peninsula 

Outside of Kenai Peninsula United Way, the 
organization collecting the most cash was the Kenai 
Peninsula Food Bank, which served other nonprofits 
throughout the region. According to McDowell Group 
information, nearly 24 percent of contributions to 
Kenai social service groups went to the f d  bank, 
most of it h m  ARCO, with BP second in the running. 
Smaller donations came from Exxon, Unocal, 
Marathon, and Tesoro. Over the years, the food bank 
also received used vehicles from two companies, which 
the agency "certainly could not have afforded," said its 
director, Peggy Moore. 

Though cash contributions to the food bank were high 
compared to other social service organizations, only a 

- 

Vdume 2, pyf 2 Report pa!P 26 YcDowetl Group, tnc. 



small part of tbe food bank budget came directly iiom 
carporations. About 20 percent was from United Way, 
which collected large amounts every year iiom the oil 
and gas industry. Unlike many social service agencies, 
the food bank received no money from the state, except 
as reimbursement for a lunch program for low-income 
families. More than 30 percent of its income was from 
handling fees and dues paid by the organizations 
receiving the food. 

Located in Kenai city, the food bank disbiiuted food to 
about 60 organizations from Homer to Hope, including 
Native t r i i  churches, the Salvation Army, women's 
shelters, children's camps, Boys and Girls Clubs, and 
others. Much of the food collected by the Kmai bank 
came h m  the statewide food bank m Anchorage (see 
chapter 3). The Kenai Peninsula Food Bank also ran a 
h e  daily soup kitchen, sometimes frequented by 
industry employees, who donated to the collection 
plate. 

The food bank felt the pinch of oil company belt- 
tightening over the years, with deferred maintenance on 
the facility as a result. But the generosity of the oil and 
gas industry had "been absolutely critical" to the 
agency sin= its inception in 1988. The companies 
"played just a huge role" in what KPB nonprofits have 
been able to do, Moore said. 

Kmai Peninsula women's shelters, senior citizen 
centers and hospices were also popular recipients of oil 
industry phila&uopy. ~&e&er, the-& agencies 
received 39 percent of the dollars earmarked for health 
and human services. While they ranged in location 
fiom Seward to Homer, those serving the largest 
populations - Kenai city and Homer - received the 
most. McDowell Group found that BP and ARCO 
distniuted their swwrt  throunhout the Peninsuk 
while local companies kept their &ntributions closer 
their operations in the city of Kenai. These agencies 
also received services in lieu of cash contribm.ons. 

Some nonprofits appreciated the help as much as the 
cash. A former director of the Kenai Senior Center 
said she seldom asked for cash, knowing the Kenai oil 
companies were "hit up all the time." The senior center 
often received cash and services, and it was the service 
she appreciated the most: clearing brush behind the 
facilitr, sweeping the parking lot; lending, setting up 

and taking down the tent for the annual July 4" 
barbecue; repairing the barbecue pit, and numerous 
other thiigs senior citizens often fmd it hard to do. "I 
would far d e r  ask for help than money," she said. 

The senior center started in 197 1 in a trailer donated by 
Phillips Petroleum. It served about 370 people its first 
year. By 1998, more than 1,220 senior citizens were 
visitingthe center each year for meals, wellness clinics. 
social activities and volunteer programs. The center 
also offered Meals on Wheels for shut-ins. The Kmai 
municipal government provided the facility, vehicles, 
and utilities. Most of its revenue came from federal, 
state and municipal grants, and the United Way; direct 
mtriiutions h m  the oil and gas industry comprised 
less than 10 percent. But this was a very important 
percentage, because it provided events that would have 
been difficult for the center to put on each year, such as 
the annual Thanksgiving dinner and Valentine's Day 
breakfast. and ongoing servipes. 

About 30 miles down the road in Soldotna, the 
experience has been different. The Soldotna Senior 
Center seldom asks for contributions beatuse of its 
location. In response to requests, it has received small 
grants from ARCO and BP, but the center is off the 
radar screen of local oil operators. The center does 
receive United Way funds. 

3. Kenai Peninsula United Way 

Kenai Peninsula nonprofits share the wealth of United 
Way campaigns in both Kenai and Anchorage. 
Thousands of dollars collected by the Anchorage 
United Way are eanmdced for Kenai by oil-patch 
employees who choose to live on the Peninsula but 
work elsewhere. 

A Tesoro executive stated the Kenai Peninsula United 
Way in 1985. It is now the umbrella organization for 
26 agencies, ranging fiom Boys and Girls Clubs to 
Senior citizen's centers. Kenai area oil and gas 
companies are one of the largest contributors to the 
Kenai United Way - averaging about S150,000 in 
contributions annually. Without industry contributions, 
Kenai nonprofits would be "'hurting.. .The oil industry 
does a tremendous amount during United Way's six- 
week campaign. Even the agencies that are down on , 
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oil realize that industry giving is vital to their 
organization" said United Way Executive Director 
Helen Donahue." 

Campaign pledges from oil and gas companies ranged 
from 3 1 percent to 70 percent. The corporate match to 
employee contributions has fluctuated with the region's 
oil-driven economy. For example, Tesoro in 1998 
reportedly paid 75 cents to each employee's S 1, rather 
than its previous dollar per dollar match. Still, the 
Kenai United Way received substantial direct support 
from Tesoro that year. 'Ihough ARC0 and BP did not 
have operations on the Kenai, the Kenai United Way 
raised sizable amounts fiom both companies that 
generally were matched dollar per dollar. 

"Donahue was Kmai United Way director at the time of thc 
ha& lor this march, but has s i n a  retired 

Volume 2 M 2 Report 



TABLE 111.2 

OIL CONTRIBUTIONS TO KENAl PENINSULA UNITED WAY 

Year Campaign Goal 

$ 260,000 
320.000 
350.000 
420.000 

nla 
nla 
nla 

425.000 
425,000 

Raised 

$329,000 
357.000 
408,m 
458,000 

nla 
nla 
nla 

420.000 
445.000 

Oil Company 
Contributions 

$ 103,563 
206.041 
283.327 
281,424 

nla 
nla 

303.166 
293,463 
310,295 

Percent 

31 % 
58% 
69 % 
61 % 

nla 
nla 
nla 

70 % 
70 % 

SaPoe: Kcnai Pcninsulr United Way. 

~oca l  oil and gas industry employees sit on the 13- 4. Youth Development and 
member Kenai Peninsula United Way board. Their Recreation 
expertise has been helpful and made fund-raising easier 
over the years. As liaisons to the firms, the board About 20 percent of total industry philanthropy on the 
members make the United Way presentation to Kenai went to Youth Development, including Boys and 
employees at the start of the annual campaign; payroll Girls Clubs, Cub and Boy Scouts, Brownie and Girl 
deductions have made employee contniutions Scouts, Campfire Girls, 4-H clubs, and Junior 
effortless. Achievement. Ninety-five percent of that went to Boys 

The United Way is the largest agency on the Kenai 
Peninsula Industry donations have allowed it to serve 
more Kenai nonprofits, some of which do not receive 
additional corporate dollars. While most of the 
nonprof3s also get state funds, without oil 
contributions to United Way, the Kenai Peninsula 
"would have more domestic violence, more food bank 
recipients, more kids in trouble," Donahue said. All of 

and Girls Clubs, according to McDowell Group 
information. ARC0 again led the pack, with Phillips 
Petroleum second The Kenai clubs "would not have 
come into existence without the support of the oil 
companies," said Suzanne Lile, the clubs' executive 
director. At one time 70 percent of the clubs' operating 
h d s  came from oil; in 1999, corporation dollars 
comprised 9.3 percent. 

the united way agencies would be affected. As for the Most of the clubs' oil dollars were undesignated, which 
indust~~'s overall impact on the Kenai: 'They (oil and Li le  called "the best kind of money in a nonprofit 
gas companies) bought houses, buy groceries, are worldn The operating funds allowed the clubs to nm 
Kenai's biggest employer. We would survive" but it after-school centers in Kknai and Seldovia for youth 
would be tough in the Kemi without them. ages 6 to 18. The industry also maintained seats on the 

clubs' board of directors. Six percent of the clubs' 
revenue was from United Way, and other revenue came 
from fund-raising activities, grants, and program fees. 
The club diverted a large portion of the oil dollars to 
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scholarships for youth who could not afford the fees 
for the programs and sports leagues in which they 
wanted to participate. More than $14,000 in 
scholarships were provided each year. 

Companies operating on the Kenai usually made 
contributions to youth development organizations that 
were close to home. As part of company policy, 
Unocal gave only to Kenai scout troops, 4-H, Junior 
Achievement and other clubs, and did not support those 
organizations in Anchorage where there were simply 
too many of themu Phillips Petroleum likewise 
wntriiuted only to local programs. 

Recreation activities provide other examples of 
contributions that stay in the community. Little 
leagues, swim clubs, basketball camps, hockey, Special 
OIympics, and flyfishers, among others, drew about 
$38,000, or 3 percent of Kenai philanthropy, according 
to McDowell Group data. This category captured most 
support h m  BP Exploration, but none from ARCO. 
Some of BP's sponsorship appeared to be employee 
match gifts to favorite organizations. Unocal gave the 
most of the local companies, followed by Phillips and 
Marathon. Again, since so little data was available 
h m  Marathon before 1993, any comparison is 
problematic. 

5. Education and Community 

Six percent of industry contniutions in the Kenai went 
toward education. Abnost half the education 
contriiutions went to the Kenai Peninsula School 
District and individual schools. While the scales 
appear tipped toward ARCO and BP, due to one large 
ARCO gift to the University of Alaska at Kenai and 
some large BP contriiutions, Unocal's donations 
showed the commitment the company has made to keep 
its dollars on the Kenai Peninsula 

Community and civic organizations captured 5 percent 
of nonprofit gifts, nearly all from local companies. 
Chambers of commerce, salmon derbies, the Elks and 
other fraternal orders make up this category, among 
other groups. Just under $50,000 went to these 

Roxanne Sinz, public a i r  consultant, U n o d  . Interview by 
uthw. 

nonprofits between 1989 and 1995, according to 
McDowell Group information. 

One large $150,000 gift to the Kenai River 
Conservancy project so skewed the environment 
category that it ranked third on the philanthropy scale. 
All other donations to Kenai environmental 
organizations totaled S28.800 over a 10-year period. 
Land trusts, natural history societies, Trout and Ducks 
Unlimited, and Kenai River habitat projects rounded 
out the list. Though areas of the Kenai were affected 
by the Exxon Valdez oil spill, the McDowell study 
team found just one Exxon contribution to this 
category, a gift to the Homer Society of Natural 
History. 

C. Summary 

With about 8 percent of Alaska's population, the Kenai 
Peninsula Borough received an estimated 2 percent of 
the industry's contributions to Alaska nonprofits. 
ARCO and BP continued to be the Largest givers, 
though neither had holdings in the region for the latter 
part of the study period BP and ARCO employees 
who lived in the region were instrumental in diverting 
dollars to their favorite hometown nonprofits. Local 
companies- Unocal, Phillips Petroleum, and Marathon 
- supported Kenai nonprofits through cash and 
services. Their employees were also very active in the 
community, particularly the city of Kenai. Growth m 
the KPB nonprofit sector "would have to be as a result 
of oil, because a lot of people who support nonprofits 
work for oil or have some connection and their 
contributions have helped the expansion of services," 
said KPB Mayor Mike Navarre. 

Soldotna Rep. Gary Davis believed that some Kenai 
nonprofits would not be in existence without seed 
money from oil and gas companies. "When it was 
realizedthat large donations might be available, people 
started working to get the programs off the ground," he 
said. 
As in Anchorage, the Kenai companies are often the 
first to be asked by nonprofits for financial assislance 
and volunteers, but "they've been there for them." 
Davis said. If company contributions and services 
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were to dry up, he said, most of the nonprotit agencies 
would not operate as well. 

It's worked both ways. Giving money and time to 
nonprofits has been good public relations for the oil 
and gas companies operating in the region. "(P)eople 
realize they're part of the community and not here to 
take the oil and run," Davis said 

Navarre, a long-time Kenai legislator who was elected 
KPB mayor in 1996, put it this way: The oil and gas 
business is "not viewed as Big Oil in Kenai. The 
people who work for these companies live in the 
communities, they go to the churches, volunteer for the 
nonprofits, wach little league. (Oil company) 
employees are a big part of the wmmunity." 
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Chapter IV: Northwest Arctic Borough 

A. Introduction 

Cut by the Arctic Circle, theNorthwest Arctic Borough 
is home to less than 7,000 people; most, Inupiat 
Jhkimo.' Kotzebue is the regional center and the 
Largest of 11 villages, with nearly 3,000 residents. 
About 10 people live in Candle, a remnant of a bygone 
mining days. 

'Ihe Inupiat here were incorporated into the NANA 
Regional Corporation in 197 1 under the Alaska Native 
Claims Settlement Act. Many of the Inupiat people 
straddle two cultures: the traditional, subsistence 
Eskimo culture that depends on the land and its bounty, 
and the Western consumer economy that depends on 
cash, commerce, and jobs. The Northwest Arctic is the 
second largest borough in the state, spread out over 
36,000 square miles. State economists describe this 
vast region as "me of the most economically and 
culturally unified political subdivisions in the state."" 
No other borough has a larger concentration of Native 
Alaskans. The Northwest Arctic also has higher 
unemployment and lower incomes than most ofthe rest 
of the state. The public sector - government and the 
school district - is the largest employer in the region; 
Maniilaq Association, a regional nonprofit social 
service agency, is the second largest employer. NANA 
is the fastest growing private-sector employer, and 
accounts for one in five jobs in the borough. 

Z i c ,  not oil and gas, leads the mining industry here. 
The Red Dog Mine, a joint venture between NANA 
and Cominco Alaska, Inc. is the world's largest zinc 
concentrate producer. The Red Dog is the single 
largest employer in the Northwest Arctic Borough; a 
majority of its employees are NANA shareholders. 
Most of the work force is on a two-week schedule at 
the mine. with one week off. 

Three Northwest Arctic villages were included in this 
study of philanthropic giving: Kotzebue, Noorvik and 
Kiana Noorvik, on the bluff of the Kobuk River, was 
incorporated as a second class city m 1964. Just under 
600 people lived inNoorvik in 1998; its population was 
53 1 in 1990. Kiana, incorporated in 1969, was smaller, 
having grown from 385 in 1990 to 402 in 1998. In 
communities outside Kotzebue, few opportunities exist 
for full-timeemployment. In Kiana and Noorvik, work 
was limited to a few jobs in the local school, city 
government, the local store, or Maniilaq Association. 
A few workers commuted to Red Dog. 

Oil industry employment in the region was generally 
limited to support services nm by NANA Regional 
Corporation's business ventures on the North Slope 
and m Anchorage. The corporation employed some 
shareholders fiwn Northwest Arctic villages that travel 
to the Prudhoe Bay sites on a two-week on / off work 
schedule. 

The private-sector economy in the Northwest Arctic 
Borough was growing, but the region's third-sector 
(nonprofit) economy was tiny compared to other parts 
of the state. Maniilaq Association was the largest 
nonprofit, providing services moss the region that m 
urban communities would be the business of sevaal 
nonprofits. Other nonprofits were connected to 
NANA. 

If this philanthropic study included gifts from the entire 
mining industry, most contributions to the Northwest 
Arctic would come from the Red Dog Mine, according 
to McDowell Group interviews. Industry support in 
the NANA region comes from the Cominmperated 
mine, and there is little from oil. But state oil revenue 
made it easier to build the Red Dog Mine. The State of 
Alaska, through the Alaska industrial Development and 
Export Authority, authorized the issuance of over S 103 
million in bonds to build a road and port facility at the 
mine site. A new fund was mated within AIDEA to 
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support the building of the road and port project Due Three donations went to community programs in 
to Alaska's oil wealth and its excellent rating on the Kotzebue. None of the grant money was directed at 
bond market, the bonds were relatively easy to issue." activities or programs in Kiana or Noorvik, although 

the villages could benefit from borough-wide grants to 
The oil industry reported $5 1,582 in contributions to Maniilaq, the radio station, or for college scholarships. 
the Northwest Arctic Borough for the years 1985 to 
1995, about .1 percent of statewide total. While oil 
industry gifts to the region are likely under-represented 
due to limitations of the data collected for this study, 
interviews indicate very few oil dollars were channeled 
here. The borough simply was 'hot on theu radar 
screen.'''' 

B. Trends 

When Maniilaq's Tiepelman was asked about oil 
indusby giving in the Northwest Arctic, he said, 
"That's pretty easy. We didn't get anything." 

Only I5 contributions appear in the McDowell Group's 
total of $5 1,582 philanthropy to the Northwest Arctic 
Borough. Exxon was the most consistent contributor 
to Maniilaq Association between 1989 and 1993. 
Maniilaq is the primary social service provider for the 
Northwest Arctic, conducting both in- and out-patient 
alcohol and drug abuse programs and public health 
nursing in Kotzebue and the villages. It also runs a 
facility for the developmentally disabled, a women's 
crisis center, and the Kotzebue Senior Center. 
Maniilaq operates the Koaebue Regional Hospital on 
contract with the Indian Health Service. Primarily 
funded by state and federal grants, Maniilaq 
Association's annual budget is about $34 million. 
Grants from Exxon were used to fill a gap in the 
Kotzebue Senior Center's state funds for elders' home 
care, including hot meals and other services that allow 
elders to live in their home as long as possible.' Both 
BP Exploration and Exxon contributed scholarship 
monies to the Robert 'Aqqaluq' Newlin Sr. Memorial 
Tzust, a NANA Crop. nonprofit. Two contributions in 
the arts and culture category went to the NANA 
Museum of the Arctic in Kotzebue, and a thud to 
KOTZ-FM public radio, which serves the region. 

" Valerie Walker. Deputy Director, Finance, ALDEA 
Interview, Dennis Tipelman. dkector, Maniilaq Association 

-Marie Chew, former d i m ,  Maniilaq Association; currently 
NANA Regional Corp.. interview by author. 
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TABLE IV.l 

CONTRIBUTIONS TO NORTHWEST ARCTIC BOROUGH, 1990-1995* 

- -~ 

Year Organization 

KOlz-AM 
Kokebue Alumni Association 

Kotzebue Trade Fair 
Kotzebue Trade Fair 
Maniilaq Assaciation 
Maniilaq Association 
Maniilaq Association 
Maniilaq Association 
Maniilaq Association 

NANA Foundation 
NANA Museum of the Arctic 
NANA Museum of the Ardic 

Robert 'Aqqaluq' Newlin Sr. Memorial Trust 
Robert 'Aqqaluq' Newlin Sr. Memorial Trust 
Robert 'Aqqaluq' Newlin Sr. Memorial Trust 

WCuttureMumanities 
CommunityICivic 
CommunitylCMc 
CommunityIC'Mc 

HealthMuman Services 
HealthMuman Services 
HeaMuman Services 
HeaMuman Services 
HeaMuman Services 

Education 
ArtslCultureMumanities 
ArWCulture/Hurnanities 

Education 
Education 
Education 

Amount 

7,500 
500 

1 ,m 
1.000 
4.000 
4.000 
4.000 
2,000 
2.000 

15.000 
2,000 
2,000 
2.000 
2.000 
2.000 

*Repmats only contributions rrport#l to McDomll Group by oil company sources. 

Newspaper articles and key informants indicate other 
benefits to the Northwest Arctic fiom oil industry gifts. 
Key informants recalled that Exxon helped sponsor a 
reindeer research trip to Russia when the region was 
acquiring reindeer herds. In the 19709, NANA held an 
oil and gas agreement with Chevron, which required 
Cbevron to donate money to NANA scholarships. 
Smce then, many of the agreements NANA has put 
together with industry were set up to require some sort 
of corporate donatioa" 

In the early 1980s, a statewide Alaska Public Radio 
Network program called "Neighbors" was undewritten 
by BP, with some segments produced at KOTZ. The 
station, however, never realized any conmibutions for 
its work. Northwest Arctic athletes realized some 
benefm fiom ARCO, when m 1984,it was a prime 
sponsor of Heartbeats of Alaska, the Eskimo game and 
dance competition. Northwest Arctic youth also 
participated in the ARCO Jesse Owens games held 

" R t c  Schaeffa. president, KoQebuc IRA, interview by author. 

annually in Kotzebue, Anchorage. Fairbanks and 
Nome. Some athletes went on to compete in tbe 
national games in Los Angeles, for the national 
competition courtesy of ARCO Alaska ARCO 
canceled the games indefmitely in 1994. 

Northwest Arctic students attending the University of 
Alaska Fairbanks find the NANA House an campus a 
comfortable bit of home. One key informant d e d  
some wntnibutions to NANA House, a place where 
students can go for Native food and camaraderie. 
Other educational dollars began flowing n the late- 
1990s fiom Alyeska Pipeline Service Co. to the 
Kotzebue IRA for scholarships to students wanting to 
study in oikelated fields. The NANA Corporation's 
Aqqaluq Trust also gets scholarship funds limn 
Alyeska with the same caveat. 

Since 1996,. ARCO and Exxon have supported the 
Aqqaluq Trust's Camp Sivunniugvik - an Inupiaq 
cuhure summer camp for youth about 25 miles outside 
Kotzebue. Exxon also has contributed to the summer 
jobs program sponsored by the Aqqaluq Trust. BP 
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Exploration has donated some funds, but the Trust has 
not been aggressive in finding corporate contributions. 
Only about 2 percent of the Trust's support comes fiom 
oil, and while the money is appreciated, it has had little 
effect on programs funded by the Trust, according to its 
director. 

Community leaders say the major benefits fiom oil are 
indirect. The region benefits from state grants such as 
municipal assistance and revenue sharing, and NANA 
Corporation's partnerships with oil production and 
support companies that provide jobs and profits for 
shareholders. NANA shares its profits fiom these 
ventures in annual dividends. 

Pete Schaeffer, president of the Kotzebue IRA, put it 
this way: "For the most part, we're a ways away fiom 
the pipeline." 

Oil industry giving to rural nonprofit organizations has 
primarily been confined to the pipeline corridor, 
starting at the North Slope. Nonprofit associations 
closer to the wellhead were the recipients of nearly 
$700,000 in charitable giving, 1.3 percent of the 
statewide total. The actual amount that went to these 
North Slope Inupiat Eskimo villages was likely much 
larger than the data indicates. 

Oil drilling in Rudhoe Bay was underway long before 
any contributions to the North Slope appear in the 
McDowell Group database. The first $45,000 went to 
the Alaska Anthropological Association in 1985 for an 
archeological dig on Pingok Island. But in the late 
'709, statewide arts groups were touring the North 
Slope, courtesy of oil companies anxious for good 
relations with the Eskimo people most closely affected 
by exploration and extraction Since that time, village 
lnupiat dance groups, choirs, North Slope schools, 
sports teams. public radio, the Mothers' Club of  arrow and- &any others have received annual 
donations. 

Some contributions to North Slope nonprofits 
indirectly benefit the Northwest Arctic. Examples 
include grants to the Inuit Circumpolar Conference and 
the Alaska Eskimo Whaling Commission, with 
members from the Northwest Arctic. These Native 
organizations rally political advocacy throughout the 

Arctic region, lobbying on federal and state issues on 
subsistence, language, Native policy, and 
environmental issues stemming fiom oil company 
exploration and drilling in Native regions. 

Other indirect contributions include the World Eskimo 
Indian Olympics. BP Exploration helped sponsor the 
games in Fairbanks from 1989 - 1995, in whicb 
Northwest Arctic athletes participated. 

C. Noorvik and Kiana 

Most of the money to the Northwest Arctic flows 
through NANA Corporation or other regional entities 
and filters down to the communities. There have been 
few or no direct contributions to Noorvik and Kiana. 
Key informants ranging fiom city managers to school 
secretaries recalled no oil industry contributions of any 
kind to these small communities. Money did not pass 
through the city or the schools. Even traveling 
basketball teams went without oil company 
sponsorship. But small rural Eskimo villages are not 
likely to have organized nonprofits clamoring for cash 
donations. Even where agencies do exist, sophisticated 
fund-raising activities do not 

The Noorvik Native Community, the only nonprofit in 
the village at the time of this &ch, received a grant 
from ARC0 in 1998. The money was used to match 
funds fiom the Alaska Department of Commerce and 
Economic Development for a summer youth 
employment program. Council leaders applied for the 
funds when they received a letter from the company 
stating that tribal grants were available. Their success 
spurred them to try for a 1999 grant Before the letter, 
the % i  wasn't really given an opportunity" to apply 
for oil industry grants, according to its manager. In 
truth, the trii didn't realize such funds were available. 

The common reply when Kiana key informants were 
asked about oil company contriions: "I haven't 
heard of any." Villagers were not aware of the 
sophisticated world of grantsmanship. As Willie 
Hensley, former NANA Regional Corp. president, said 
"It takes a lot of aggressiveness on the part of a village 
to go after it (oil money). They don't even know how." 

Though the Kiana Traditional Council also ran a 
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summer youth employment program, it received only a 
state grant; the possibility of corporate grants seemed 
farfetched. Some Kiana students may have received 
scholarships. A key informant recalled that at least 
one student won a college scholarship funded in part by 
an oil company. 

D. Summary 

'Ibe Northwest Arctic is not without its own oil 
pr-on potential. S e v d  companies bid for 
Chukchi Sea oil leases, but met with resistance from 
many Inupiats who did not want drilling in the region. 
Despite the economic impact oil production could have, 
they opposed drilling, concerned about the impact it 
would have on the environment, marine mammals, 
subsistence, and their culture. During this time a 
succession of public relations advertising appeared in 
the Arctic Sounder, the local newspaper. Most of the 
ads were paid for by the Alaska Oil and Gas 
Association. The study team, however, found no 
evidence of increased grant making. 

Over the years several companies, including Chevron, 
Shell Westem, and T a c o ,  explored the region. Some 
scholarship funds grew out of agreements between 
Chevron and local entities, and a few workers 
volunteered at KOTZ public radio. Shell Western 
reportedly did little to promote itself. According to key 
informants, the company leased office space but never 
used it, and hired a few people locally as expediters. 
Once company officials took a group ofresidents to the 
platform. Shell Western "was in and out of Kotzebue, 
and not around very long," said one informant. Long 
arough to gather opposition but not long enough to turn 
on the spigot of generosity. 

'Ibe Northwest Arctic Borough is too far off the beaten 
path to attract many contributions. Most here believe 
oil companies "don't figure they're going to get any 
marketing or PR out of if" so they send their gifts to 
Alaska's urban centers and the North Slope, where 
more people are likely to see the effect of Big Oil. 

Since tbe pipeline days, the NANA Corporation has 
actively pursued contracts with the oil industry. But 
these have not resulted in cash contributions to NANA 
villages or their nonprofits. Rather, the agreements 

have "translated into employment. It's provided a 
livelihood for a lot or people," Hensley said. NANA 
subsidiaries, the Red Dog Mine, and NANA 
partnerships accounted for about 2,000 direct jobs and 
another 1,000 secondary jobs in 1996, according to 
McDowell Group research. Some shareholders that 
live in the Northwest Arctic Borough have worked in 
these jobs, but the greatest benefit has probably been m 
shareholder dividends. Between 1990 and 1998, S 12.4 
million in dividends were distributed to shareholders 
living m the NANA region." 

While direct grants have been minimal, oil has 
improved the quality of life in the Northwest Arctic. 
Villages now have schools, thanks to the state's oil 
revenue. State and federal funds have helped build 
water and sewer systems in- some communities. 
Electricity, telephone, even television were all brought 
to the villages when state government coffers were 
bulging. Village power rates are subsidized Residents 
receive Pennanent Fund Dividend checks and larger 
NANA dividends. 

As production waned, profits fell and Alaska oil 
companies restructured, state funds to nual Alaska 
have decreased and theNorthwest Arctic will feel some 
pinch. Key informants do not tie the Borough's 
economy to oil; they say the Red Dog Mine will have 
a greater effect. Like many Alaska Natives in nual 
Alaska, the residents of the Northwest Arctic were 
more concerned about the bounty of the land and 
survival of the subsistence lifestyle and culture, than 
the bounty that could come b m  oil industry 
philanthropy. 

McDo.urell Group, & Econmic Impcls  of NANA k g i m l  
Cqnwatim May 1998. 
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Summary: Oil Industry Philanthropy in Alaska 

Despite extensive efforts to quantifL oil company 
philanthropy throughout the 20-year study period, 
complete data was not obtainable for most years. 
Rewrds supplied by the oil companies specifically 
reference $53 million in grants spread over the years of 
1980 to 1995. A little more than half of this amount can 
be associated with specific grants. (See Appendix A). 
'The remainder was reported by the companies in 
aggregated form, either grouped by type of grant (arts, 
education, etc.) or, in some cases, simply as a lump sum 
covering a period of years. Although these limitations 
are significant, the study team believes that the 
information available gives a good indication of the 
types, sizes and regional distribution of grants made by 
Alaska oil companies during the 20-year study period. 

Tbe State of Alaska reaped $62 billion in revenues 
from 1978 to 1995 from oil that was worth $300 billion 
in 1995 dollars. From 1975 to 1995, the oil and gas 
industry gave at least $60 million and perhaps as much 
as $80 million to the charities and nonprofit institutions 
that helped improve the humanitarian and cultural 
quality of Alaskans' lives. 

l h h g  the period of oil development, oil company 
approaches to philanthropy m Alaska changed and 
evolved. Fluctuations m the overall amount of giving 
roughly follow the fortunes of the industry worldwide. 
However, trends also reflect evolving philanthropic 
strategies that saw less money distributed at the 
discretion of individuals and more to meet corporate 
priorities. Finally, growth in Alaska's nonprofit sector 
mated pressure to stretch philanthropic dollars. 

To an extent, corporate giving reflects corporate 
&e. Alaska's oil companies have been part of a 
national m d  toward more and more sophisticated 
grant-making. While the desire to be a good neighbor 
remains a significant motivation for corporate! 
donations, more and more companies recognize that 
philanthropy may also be a means to an end. 
Philanthropic strategies have implications for human 
resources, marketing, governmental afiirs and other 
corporate operating departments. In the words of a 

Lockheed Corporation executive. "Giving money 
wisely is as hard as making it." Alaska's oil companies 
have been faced with thousands of requests over the 
years for a bit of their cash; their decisions have 
become big business. " 

Oil company philanthropy looms particularly large m 
Alaska. Unlike many regions of the country, Alaska's 
industrial sector is primarily resource-based. Industries 
such as financial services, pharmaceuticals and 
consumer products, which have had a large charitable 
impad on other states, are relatively unknown here. 
Further, the large private foundations such as the Ford 
Foundation, the MacArthur Foundation and the Pew 
Charitable Trusts are not particularly active m Alaska. 
Elsewhere, private foundations have had more effect on 
the types of social programs undertaken by the 
nonprofit community. 

Over the years, nonprofit organizations turned oil 
company donations into a huge range of social benefits. 
For many of these organizations, changes in support 
levels have crated challenges, but most acknowledge 
that funding uncertainties are a fact of nonprofit life. 
While some organizations were unable to adapt to 
decreases in oil company support, many others were 
able to diversifL their funding and become stronger. 

Study data indicates that charitable contributions were 
likely lower for several years after the 1985 drop in 
world oil markets. However, data is too incomplete to 
draw firm conclusions. ARCO restructured its 
charitable foundation in 1984-85, reducing staff and 
cutting grant-making by approximately 50 percent 
nationally. During the same period, the number of 
ARCO employees fell by 46 percent. Some grant funds 
were not lost, but reallocated from the foundation to 
local corporate headquarters in ARCO's major areas of 
business, including Alaska.% Alaska grants from the 
foundation dropped from $1 2 million in 1984 to $0.6 

" Shafer. "Giving in Alaska," p. 25. 
%Atlantic Richfreld Foundation Annual Report, 1985. 

Vdume 2. Put 2 Report mP 37 IlcDoweff Grwp, he. 



million in 1985. Unfortunately, the amount of grants 
made directly by the corporation is not available prior 
to 1989. 

BP Exploration was also unable to supply grant data 
prior to 1989. However, a company spokesperson 
estimated that grants during the mid-1980s remained 
steady at approximately 1989 levels. Alyeska Pipeline 
grants fell slightly fiom 1984 to 1985,then began rising 
steadily until 1993, when they fell again. 

It is possible that perceptions of a drop in oil company 
philanthropy are mainly a result of the ARCO 
restructuring. ARCO Alaska and the ARCO 
Foundation represent nearly 55 percent of the 
domnented Alaska grants made between 1975 and 
1995. BP Exploration added another 25 percent. So 
when we speak broadly of the impad of oil industry 
philanthropy, particularly in the second half of the 
study period, most of that impact comes from just two 
companies. 

Social services, education, and the arts and humanities 
have been the most popular grant-supported causes. 
Tbe most prominent institutions often got the biggest 
grants, and the state's urban centers received the most 
funding by fir. Oil companies tended to give where 
their employees worked and lived They actively 
encouraged those employees to leverage company 
dollars through their own donations and volunteerism. 
Those regions that were "a ways away from the 
pipeline" went largely unnoticeCts 

As oil production declined, there was a movement to 
wean those organizations most dependent on industry 
support This was particularly true in Anchorage. 
ARCO, the largest grant-maker, joined with the most 
successful recipient, United Way, to work with other 
nonprofits on ways to improve their support from all 
public and private sectors. As declining production and 
the current wave of oil industry mergers take us into the 
next cenhuy, community involvement strategies and 
budgets are likely to continue to change. 

Ironically, the study team found some companies 
reluctant to talk about their good deeds. As noted, the 

team estimates that contributions documented during 
the study represent only about two-thirds of the amount 
actually given. In some cases this was due to lack of 
records andlor manpower to retrieve the information. In 
others, the study team suspects that companies 
preferred not to have their philanthropic activities 
tracked next to those of other companies, nor their 
various grantees comparing notes on who gets what. 
While foundations are legally required to make their 
grants public, coporations are not. The McDowell 
Group is gratehl to all the companies that provided 
information for this study. 
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Nonprofit Agency Categories 
and Regions of Study 

Each company used different categories for reporting their contributions, making it necessary to standardize the 
types of nonprofit agencies receiving the funds. To do that, McDowell Group adopted The Foundation Center's 
grants classification system, The Foundation Center is an independent nonprofit clearinghouse for information on 
foundations, corporate giving, and related subjects for grant-seekers, grant-makers, researchers, policyrnakers, the 
media and general public. The study team worked with the Center's San Francisco and New York libraries, its 
archive center at Indiana University library, as well as through the State of Alaska Library and the University of 
Alaska Anchorage consortium library. 

Some classifications were combined in this analysis into seven broad categories. The following categories represent 
the majority of nonprofit agencies that received funds from the Alaska oil companies participating in this research. 

Arts/Cmlturr/Humanities: 
Alaska anthropological associetion 
Archeology digs 
Art and music festivals 
Am cwncils 
Choirs 
Dance Groups 
L ~ w w 3 e  
Museums 
Native elders and youth programs 
Opera grwPS 
Public radio and TV 
Symphony, concert associetions 
Theatres 
Writers' contests 

Communitylsocial action: 
Alumni Aswiation partits 
American Vetems organizations 
Chambers of Commerce 
Community business programs 
Community Economic Development Councils 
Golf tournaments / salmon derbies 
Lions, Rotmy, Junior League, ctc. 
Low-income housing improvement projects 
Martin Lutha Kmg Jr. programs 
Non aisis women's programs 
Non-specific contributions to boroughs, communities 
Non-specific contributions to minority groups 
Non-specific contributions to Native poups 
Noo-specific contributions to professional 
organizations, including Black Engineers. Women 
Engineen, Geophysicists, Petroleum Enginem 
Visitors bureaus 
Volunteer awards 
Volunteer programs 
Women's achievement awards 
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Education: 
Child developmemt 
Community colleges 
Community schools 
Friendd foundations for libraries 
Job and vocational training 
Libraries 
Literacy 
Public school contributions 
Scholarship programs 
Special education 
University contributions (unless designated for non- 
educational use) 

EnvironmentNildlife: 
Arctic data information center 
Arctic pollution conferences 
Bird care 
Bird research 
Community clean-ups 
Conservation groups, including Nature Conservancy, 
Trout and Ducks Unlimited 
Fi and game research 
Hazardous waste conferences 
Landscaping 
Litter-& programs / recycling 
Zoos 

Hulth/Human Services: 
Children's advocates 
Crisis centers/ crisis hotlines 
Da;v care 
Family service programs 
Food banks 
Food kitchens/shelten for homeless 
Foster parent programs 
H d t h  centers 
Hospice/home cares 
Mental health programs 
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Missions 
RapJPhysical abuse counseling programs 

Hcaltb/Human Services, coat'd: 
Salvation Army 
Search and rescue 
Senior citizen programs 
Special needs day care 
Substance abuse programs 
Toys for Tots 
United Way 
Volunteers of America 
Women's shelters 
YMCAlYWCA 

Youtb Development: 
Big B r o t h d i g  Sisters 
Boys and Girls Clubs 
Boys and Girls &outing programs 
Civil Air Patrol 
Future FarmerslFuture Homemakers 
4-H Pro@"= 
Junior Achievement Nouth business p r v s  
Youth Centers 
Youth for Christ 

Recreation: 
Amateur sports leagues 
Athletic associations 
Athletic Booster Clubs 
Camping 
Chess clubs 
Community recreation a n t e n  
Fairs, Fair associations 
Parks and playgrounds 
Public school athletic programs 
Semi-professional sports 
Sled Dog races 
Specid Olympics 
Swimming pools 
University athletic programs 

REGIONS OF STUDY 

Most of the contributions were reported by recipient organization and geographic location. Where location was not 
available, attempts were made to distinguish the region. The regions of study were: 

I. Statewide 
- 2. Municipality of Anchorage 
- 3. Kenai Peninsula Borough 
- 4. Southeast Alaska 
- 5. Western Alaska 

6. Fairbanks and surrounding communities 
7. Matanuska-Susitna Borough 

- 8. Rince William Sound 
- 9. North Slope 

10. lnterior 
I I. Northwest Arctic Borough 
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Appendix C 

Key Informants 



Key Informants 

Adarns, Al, member, Alaska State Senate, Kotzebue. 

AlW-Troiano, Julie, Director, Leadership Anchorage; former president, Alaska Association of Fundraising 
Executives, Alaska chapter, Anchorage. 

Anderson, Scott, former Director of Development, Nature Conservancy of Alaska 

Athen, Linda, Alaska Cooperative Extension, University of Alaska Fairbanks, Kenai Peninsula District. 

Atrops-Kimura, Joy, Development Director, Alaska Concert Association; president, National Society of Fundraising 
Executives. 

Bird, Nancy, Vice President, Prince William Sound Science Center, Cordova. 

Blair, Dick, Director of Perso~el,  Northwest Arctic School District. 

Brower, Ronald, Inuit Circumpolar Conference, Barrow. 

Cable, Chris, Executive Director, The Imaghmium, Anchorage. 

Callahan, Barbara, Nature Center Coordinator, Bird Treatment and Learning Center, Anchorage. 

Campbell, Janice, Exxon Company U.S.A., Anchorage. 

Curtis, Mrs. Charlie, Kiana. 

Davis, Gary, member, Alaska State House of Representatives, Soldotna 

Donahue, Helen, Executive Director, Kcnai Peninsula United Way. 

Ellefson, Merry, Producing Director, Peneverance Theatre, Juneau. 

Fena, Janet, Director, Soldotna Senior Citizens, Inc. 

Gallagher, Tom, Assistant Director, External Affairs, BP Amoco. 

Greene, Marie, Executive Vice President of Administration, NANA Regional Corp. 

Hale, Ann, Development Director, Alaska Center for the Performing Arts, Anchorage. 

Harbor, Nancy, President, COO, Alaska Center for the Performing Arts, Anchorage; member, Arts Alaska Board of 
Diiectors. 

Heard, Diane, Executive Diiector, Alaska Women's Resource Center, Anchorage. 

Heckell, Kathi, Marathon Oil Company, Alaska Region, Anchorage. 
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Hensley, Willie, former president, NANA Regional Cop.; lobbyist, Alyeska Pipeline Service Co., Washington, 
D.C. 

Hess, Hadley, Kotzebue Dog Musher's Association; Kotzebue Lion's Club. 

Hildreth, Lara, Major Gift Coordinator, Nature Conservancy of Alaska. 

Howarth, Helen, Executive Director, Alaska State Council on the Arts. 

Jackson, Karlene, Executive Director, Catholic Social Services, Anchorage. 

Johns, Jean, Librarian, I h e  Foundation Center, San Francisco. 

Jones, Jewel, manager, Department of Social Services, Municipality of Anchorage. 

Joule, Reggie, member, Alaska State House of Representatives, Kotzebue. 

Kelso, Kelly, Director, Kenai Senior Center, Kenai. 

Leask, Janie, former president, Alaska Federation of Natives; community relations, Alyeska Pipeline Service Co. 

Liebert, Colleen, Marketing -or, Alaska Public Radio Network. 

Lindback, Steve, Executive Director, Alaska Humanities F o m  

Lie, Suzanne, Executive Diredor, Boys and Girls Clubs of the Kenai Peninsula. 

MacClarence, Jan, Executive Director, AWAKE, Anchorage. 

McMillan, Dennis, Exacutive Director, Anchorage United Way. 

Michaels, Beverly, former Corporate Communications Managers, Alyeska Pipeline Service Co.; Outreach Specialist 
for Division of Public Hedth, Denali Kid Care, Alaska Department of Health and Social Services. 

Miller, Elizabeth, United Way of Anchorage. 

Moore, Peggy, Director, Kenai Peninsula Food Bank. 

Morris, Vaa, Kiana IRA. 

Navarre, Mike, Mayor, Kenai Peninsula Borough; former state representative, Alaska State House of 
Representatives. 

O'Hair, Dean, Public Affairs Manager, Chevron Corporation. 

Oswalt, Penny, Finance Director, Prince William Sound Science Center, Cordova 

Parker, Rebecca, former Director of Community Relations, ARC0 Alaska, Inc.; President, Providence Alaska 
Medical Center, Anchorage. 

Pharer, Deidre, Exacutive Director, Covenant House Alaska, Anchorage. 
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Porter, Larry, Kenai region, Phillips Petroleum Company. 

Porter, Pat, former Director, Kenai Senior Center, Kenai. 

Reeve, Brad, Kotzebue Electric Association; former member, KOTZ Board of Directors. 

Richards, Sharon, Executive Director, YWCA, Anchorage. 

Rothaus, Natalie, former Executive Director, Juneau Arts and Humanities Council. 

Scbaeffer, Mary, executive director, Kotzebue Senior Center. 

Schaeffer, Pete, Kotzebue IRA. 

Sinz, Roxanne, Public Relations Consultant, Unocal. 

Skin, Glenn, City Manager, Noorvik. 

Steward, Joy, Executive Director, Homer Arts Council. 

Sturgelewski, Arliss, former member, Alaska State Senate; member, Board of Directors, Alaska Public Radio 
Network. 

Taylor, Scott, Executive Director, University of Alaska Foundation, University of Alaska Fairbanks. 

Tiepelman, D ~ M ~ s .  Resident, Maniilaq Association, Kotzebue. 

Webber, Margaret, Executive Director, Alpine Alternatives, Anchorage. 

Wells, Bobbie, Noorvik Tribal Community . 

Westlake, Larry, former mayor, Kiana. 

Whiting, Martha, Director, Robert Aqqaluq Newlin Trust, NANA Regional Corp. 

Zikll, Donna, secretary, Noorvik High School. 

Zibell Mike, teacher and coach, Noorvik High School. 
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Introduction 

A. Scope of Work 
This repint, Employment and Earnings, provides 
detailed data on employment, unemployment, personal 
income, and payroll for Alaska and the six geographic 

I 

areas cited above. This report also provides population 
and gross state product (GSP) data for Alaska for the 
1975 to 1995 period. Key data sources include the 
Alaska Department of Labor (ADOL) and the Bureau 
of Economic Analysis, U.S. Depaxtment of Commerce 
(BEA). 

The primary mtent of Volume 2, Part 3 is to compile 
and present employment and earnings data for the study 
areas. This data has been supplemented with population 
and GSP in an effort to provide a clearer picture of the 
Alaska and local economies during the study period. 
The data is also supjmted with discussion of some of 
the key events m the oil industry, in state government 
spending, and other key elements of the economy 
during the 20-year study period. 

While this report often references the oil industry and 
its impad of the economy, It should not be viewed in 
any way as an attempt to fully measure the economic 
impacts of the oil industry m Alaska. This rcport is 
iht and foremost data compilation. The narrative 
includes a number of observations about st~ctural  
change in the economy, how changing oil revenues and 
activity may have affected local and statewide 
employment, payroll income and other economic 
activity. However, this study does not include the 
detailed econometric analysis required to fully 
understand all of the direct and indirect impacts of oil 
on Alaska's local and statewide economies 

B. Report Organization 

Chapter I provides an overview of the population in 
Alaska 6om 1975 to 1995. Chapter I1 is an overview 
of the labor force, employment payroll product in 
Alaska, and Anchorage, KPB and the NWAB fro five- 
year periods 6om 1975 to 1995. Chapter I11 includes 
analysis of fourteen separate industry employment 

areas on a statewide and regional basis. A discussion on 
how the oil industry and its revenues affected 
employment in Alaska is provided. 'The impact of other 
economic activity on each sector's employment, payroll 
and income is included in the discussion. Appendices 
A-D contain BEA and ADOL employment statistics - 
number employed, labor force, payroll, personal income, 
and industry eamings - in nominal and real 1995 dollars, 
as well as gross state product figures. 

Statewide population data was obtained from ADOL. 
Population figures for the Municipality of Anchorage, 
the Kenai Peninsula Borough, the Northwest Arctic 
Borough and the villages of Kotzebuc. Noorvik and 
Kiana were also collected h m  ADOL. ADOL did not 
collect population for theNorthwest A d c  Borough and 
its villages prior to 1980, so estimated population figures 
from the Alaska Department of Community and 
Regional Affairs were used. BEA statistics were used 
for employment, persodl income, earnings, and wage 
disbursements. Alaska labor force statistics were 
compiled from ADOL. Gross state product figures, both 
nominal and real 1996 dollars 6om the University of 
Alaska Anchorage's InstiMe for Social and Economic 
Research (ISER) were used. 

AU data provided in this rcport is presented in both 
nominal and "mln 1995 dollars (with the exception of 
1996 dollars used for GSP). Where possible, nominal 
and real dollar values are presented in the same table. 
However, in most cases, ody the real values are 
presented m the body of the r c p o ~  Nominal and real 
values are both provided in the appendices. Real values 
were calculated using the Anchorage CPI-U, All Items, 
All Urban Consumers, published by the US Department 
of Labor, Bureau of Labor Statistics. 
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Chapter I: Population Trends 1975-1 995 

A. Introduction 

Two key forces affect population growth, natural 
increase and migration. Natural increases (through 
birth) are not particularly swcqti'ble to the state's 
ecoslomy, though economic recession tends to dampen 
b i  rates as people delay having children. Migration 
is most affected by the relative beab of the economy.' 
Tbe net balance of migration is composed of separate 
trends ofin-migration and out-migration. Employment- 
related migration to Alaska is heled largely by the real 
and perceived health of the Alaska economy relative to 
the economies of neighboring states. Out-migration 
tends to lag behind changing economic events because 
people are generally reluctant to leave their 
communities even when economic conditions are bad. 
Figure L1 shows how similar the trends are between 
Alaska's net migration and net employment between 
1975 and 1995. 

FIGURE 1.1 
ALASKA'S NET MlGRATlON AND 
NET EMPLOYMENT. 1975-1995 

1 + ~ e t  Migration i. Net Employment 

Source: Aoa, AIrub  PopuIotion Owruiew. 1997 Ein'motes 
USDOC, Bureau of Economic Analysis 

Further, since the state's economic situation tends to be 
counter-cyclical to the Lower 48 economy, Alaska's 
boom periods attracted large numbers of workers who 
sought to take advantage of available job opportunities. 

The prosperity of Alaska remains heavily dependent 
upon the demand for its natural resources. Demand for 
Alaska's oil, gold, coal, fish, forests, and tourism 
resources is reflected in the population trends. Oil 
revenue is perttaps the single most important variable 
in the economic health of the state (Volume 1 provides 
a detailed accounting ofAlaska oil revenue from 1975 
to 1995). More accurately, government expenditures 
and policy surrounding oil revenue affect population 
growth in Alaska. More than one-third (38 percent) of 
Alaska's labor force is directly employed by either 
local, state or federal government. State g o v m e n t  
m Alaska is almost entirely dependent on oil revenue 
and, with state pass-through funding, local 
governments are also highly dependent on oil. 

The migration to and fiom Alaska's urban areas in 
response to changing economic conditions tends to be 
more rapid than found nationwide. Alaska has the 
highest levels of in-and out-migration of any state, 
except the District of Columbia.' This is a symptom of 
Alaska's export-based economy. In addition to oil, 
Alaska's resource-based economy is built on 
commercial fishing and seafood processing, forest 
products, mining, and tourism. Changes in demand for 
these exports on significantly influence population 
change. Figure 1.2 provides information on Alaska's 
population growth and net migration. The positive and 
negative growth patterns in Alaska's population are 
provided in Figure 1.3. The population of Anchorage, 
the Kenai Peninsula Borough, Northwest Arctic 
Borough, Kotzebue, Noorvik and Kiana for the years of 
1975 to 1995 are provided in Figure 1.4. 

'AWL P c ~ u l m ~ w  Pn+wiol~~ Akuka 1990-2010. p. 9 Bid 
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B. Population Trends: 
1975 to 1995 

1975-1980: The average annual growth rate over the 
five-year period was 3 2  percent. However, the period 
is marked by a population surge in 1975-76, during 
construdion of the trans-Alaska oil pipeline. Alaska's 
population peaked in 1977 at 4 18,000, up 70,000 from 
the pre-pipeline construction level. The completion of 
the pipeline construction was followed by a decline in 
population. Between 1977 and 1980 20,000 Alaskans 
kft the state, though natural inaeases pushed the state 
2,000 residents to the good overall for the period. 

1980-1985: In 198 1, another boom began, primarily the 
result of construction and infhstructure development 
fueled by state spending, ongoing federal expenditures 
and private development based on oil revenues.' 
Alaska grew by 119,800 persons between 1980 and 
1985, a phenomenal increase of 28.5 percent, making 
Alaska the most rapidly growing state in the US.' In 
this period, 88.4 percent of the growth occurred in the 
Municipality of Anchorage, Kenai Peninsula Borough, 
Matanuska-Susitna Borough, Fairbanks North Star 
Borough and Juneau Borough. The most substantial 
growth occurred in the 198 1 - 1983 period, during which 
the annual rate of change averaged 5.5 percent. The 
pace of growth began to slow during 1983-84, with a 
rate of cbange of 4.9 percent, and declined further in 
1984-85 as the rate of growth slowed to 3.7 percent. 
Even this growth was rapid by U.S. standards. The 
average annual rate of change for the U.S. as a whole 
during the 1980- 1985 period was l .O percent per year.' 

In 1985, there were about 23,073 military personnel in 
Alaska, slightly higher than in 1980. 'Ihe proportion of 
military p e r s o ~ e l  within the state continued to decline 
from 5.5 percent of the 1980 population to 4.3 percent 
in 1984. Military dependents in 1985 were about 
26,026 persons, making the proportion of military and 
dependents in Alaska approximately 9.1 percent of the 
state's pop~lation.~ 

'bid.. p. I I 
'mid.. p. 3 
'bid 
'ADOL, A h b  Populmrm Ouervew. I985 Emmutes. p. 4. 

Of all the people who moved to or from Alaska in the 
1980s, about half moved from or to the states of 
Washington, California, Oregon, Texas, Colorado, 
Florida, Idaho, or Arizona? 

1985-1990: This period was marked by recession 
spurred by overbuilding in the commercial and 
residential sectors, as well as a sharp drop in public 
sedor spending . Between 1986 and 1987, the state's 
population declined by 1.7 percent.' Between 1986 
and 1989, 45,900 residents left the state? This 
population loss was equal to about 8 percent of the 
state's peak population in 1986. 

By 1990, there were approximately 24,645 military 
personnel in Alaska, slightly higher (8.6 percent) than 
in 1980.'" The propotion ofthe military to the civilian 
population, however, continued to decline to 4.5 
percent in 1990. 

1990-1995: Net migration gain continued until 1993- 
94. During 1990-199 1, Alaska grew at an average 
annual rate of 2.9 percent and 3.1 percent during 199 1 - 
1992. Economic growth from 1990-1992 contributed 
to a period of net in-migration to the state which, when 
combined with the natural increase (through birth), 
created a period of  oder rate population growth. 

From 1993-1995, substantial declines in military and 
dependent population, due to base closures and 
reorganizations, contn'buted to net out-migration of 
4,687 persons. These military movements were large 
enough to offset a pattern of in-migration among the 
civilian population.'' In 1995, the number of military 
personnel had dropped to 19,633. The proportion of 
the military declined to its lowest level since World 
War II, 3.2 percent of the state's population." 

'm Alaska Population O w n i r v .  September 1985. p. 5 
'ALWl. Alaska Population k n i c w .  1990 Edimales. p. 16 
'bid 
Ybid .. p. 49 
"ADOL Alaska P o p v l m i a  Owruinv. 1995 Famales. p. IS 
"lbid. p. 83. 
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FIGURE 1.2 
ALASKA POPULATION TRENDS, 1975-1995 

Fiscal Years Population Pop. Change Ave. Annual Change Rate % Net Migrants 

Source: Alaska Dtpartment of Labor. AlesrLo Popukrlion Overview. 1997 Ertimores, p. 15 

FIGURE 1.3 
ALASKA ANNUAL POPULATION CHANGE, FY 1975-1996, 

BY PERCENT 
I 

10 - 
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Source: Alsska Dtpammnt of Labor 
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FIGURE 1.4 
STUDY AREA POPULATION TRENDS. 1975-1995 

Year Anchorage KPB NWAB Kotze bue Noowik Kiana 

1975 73,600 21,300 na 2,125' 527' 300' 
1 976 187.400 22,500 na 
1 977 189,700 23,900 na 
1978 183.600 24,500 na 
1979 180.200 25,800 na 
1980 174.431 25,282 4.831 2,054 492 345 
1981 188.527 27,599 5,141 
1 982 201,299 31,051 5.380 
1983 216,164 35,148 5.591 2,237 522 364 
1 984 226.195 38,275 5.691 2.503 51 7 402 
1 985 233,870 40,645 5.856 2.633 529 392 
1 986 235,133 41.653 5,885 
1987 227,974 40.871 6.048 
1 988 222.950 39,949 6.077 2.660 532 414 
1989 224,644 40,376 6.085 
1980 226,338 40,802 6,113 2.751 531 385 
1991 235,893 42.171 6,195 2.709 513 401 
1 992 245,095 43,217 6,506 2,909 544 401 
1 993 251,805 43.361 6,504 2,944 527 394 
1 994 255,422 44.843 6,596 2.896 574 412 
1995 253,614 46,092 6,603 2.888 582 416 

Source: AWra P o p u l h  Ovaview, wiour issues, Alaska Dqmlment of l.bor 
nr-nol ~ai labk 

Riorto 1990. ADOLpopulation m c h  wasrporadicrllyfunded, thcrcfoscdahforsomc yean Rwsmallacommunitiesdocs not aid. ADOL 
did mt publish population estimates at all fix 1989 md for mall communities prior to 1980. The population for 1989 is the avusge of 1988 md 
1990populations. 

These p o p u l h  estimates uc h the Depaitnmt of Canmunity Md Regional Main. Estimates ue made for menuc sharing purposes md 
rc less rtliabk man ADOL estimates. Howeva, they may provide m indication of rates of change. 

C. Municipality of Anchorage haeased from 173,600 to 253,614 residents, an 
increase of 46 percent. Like the rest of Alaska, growth 

During the 1975 to 1995 period, the Municipality of was not steady, however. Duriog the 1975-1980 

Anchorage accounted for more than 40 percent of period, the population peaked in 1977 at 1 89,400 but 

Alaska's total population. Anchorage's population topped by 8 percent during the post-pipeline 

trends parallel the state's trends because Anchorage is construction slowdown, to 174,43 1 in 1980. By 1980, 

Alaska's economic and population center, as well as its the percentage of Alaskans living in Anchorage had 

service and support center for the oil industry. dropped to 40.9 percent. 

Between 1975 and 1995, Anchorage's population Between 1980 and 1985 period, Anchorage's 
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population increased each year, however, growth 
startedtoslowfrom8.1 percent m 1980t03.4 percent 
m 1985, reaching 233,870. By 1985,43.6 petcent of 

! Alaska's population lived in Anchorage. During the 
1985- 1990 period, Alaska's population had an o v d l  
decline of 3.7 percent. The full effects of the 1986 
recession on Anchorage's population did not show 

I until 1988, when population dropped 5.2 percent to 
222,950. However, by 1990, the population recovered 
to 226,338. By 1990 Anchorage was the 6 P  largest 
city m the US compared to 78* in 1980. 

Anchorage enjoyed steady growth, averaging 2.8 
percent, between 1990 and 1995. Anchorage's 
population reached 253,6 14 in 1995, a total increase of 
12 percentfim 1990. 

Because of the rapid growth of the civilian population 
Anchage in the 1980s, the relative influence of the 
military declined. In 1980, military and dependents 
accounted for 15.2 percent of the Anchorage 
population. By 1990, tfiat military accounted for 1 1.5 
percent and by 1995, 9.3 percent of Anchorage's 
population." 

FIGURE 1.5 

ANCHORAGE POPULATION TREND, 
1975-1 995 

D. Kenai Peninsula Borough 
(KPB) 

The Kenai Peninsula Borough's population also grew 
rapidly between 1975 and 1995. Between 1975 to 
1995, the borough's population more than doubled (up 
1 16 percent, from 2 1,300 in 1975 to 46,092 m 1995). 

The Kenai Peninsula Borough did not experience 
losses of population of the same magnitude as 
Anchorage following pipeline construction or during 
the 1986-87 recession. In fact no post-pipeline 
wnstmction decline occurred Population decline 
during the 1986-87 recession totaled approximately 4 
percent. 

Between 1975-1980, the borough's population grew 
18.7 pmxnt. In 1975, 5.4 percent of Alaska's 
population lived in the Borough, by 1980 that 
percentage increased slightly to 5.9 percent. Between 
1980 and 1985, the borough's population increased to 
40,645, representing 7.4 percent of Alaska's total 
population Tbe population trend was flat overthe next 
five-year period. By 1990, 7 3  percent of the state's 
population (40,802 residents) lived in the Kami 
Peninsula Borough and 46,092 pemons lived in the 
borough by 1995, an increase of 13 percent over 1990. 
Between 1975- 1980, the Borough's population grew 
18.7 percent. In 1975, 5.4 percent of Alaska's 
population lived in the borough; by 1980 that 
percentage increased slightly to 5.9 percent. Between 
1980 and 1985, the Borough's population increased to 
40,645, representing 7.4 percent of Alaska's total 
population 

'Ibe population trend was flat over the next five-year 
period. By 1990,7.3 percent of the state's population 
(40,802 residents) lived m the Kenai Peninsula borough 
and 46,092 persons lived in the Borough by 1995, an 
increase of 13 percent over 1990. Figure L6 charts 
KPB's population trends from 1975 to 1995. 
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FIGURE 1.6 

KPB POPULATION, 1975-1 995 

Yeam 

-Kpe Population 

E. Northwest Arctic Borough 
(NwAB) 
Tbe Northwest Arctic Borough is the second largest 
borougb in Alaska geographically. It is one of the most 
economically and culturally unified political 
subdivisions in the state. More than 80 percent of its 
population is Inupiat Eskimo. Population data for the 
Northwest Arctic Borough is not available prior to 
1980, however, since 1980, the population of the 
Borough has slowly increased with an average annual 
growth rate of 2.4 percent. ?he Northwest Arctic 
Borough has grown more slowly than Alaska as a 
wbole. This is because the region had much lower m- 
migration rates over this time period than the state 
e x p e r i d  Total percentage growth over the 1 5 years 
was 36.6 percent, rising from 4,83 1 in 1980 to 6,603 in 
1995. Figure 1.7 shows the population growth trend for 
NWAB fiom 1980 to 1995. 

Kotzebue, the economic and transportation center, is 
the only community larger than 750 within the 
Northwest Arctic Borough. Based on Alaska 
Department of Community and Regional Affairs 
(ADCRA) figures, Kotzebue's growth paralleled that 

of the Northwest Arctic Borough over the 20 years, 
largely because 43.7 percent of the Borough's 
population resides in Kotzebue. Total percentage 
growth from 1975 to 1995 equaled 35.9 percent, 
reaching an estimated population of 2,888 in 1995. 

FIGURE I.? 

NWAB POPULATION, 1980-1995 

7,000 - 

g 6 , m  - 
z 
36,000 - 
8 

4 * m - & : i % 4 : & : & : & : & : & :  
Years 

- M A E  Population 
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Kotzebue has the third-highest population of Alaska 
Natives outside Anchorage (behind Bethel a d  
Barrow). Nwrvik's population has apparently been 
static over the 20 years, estimated at 527 in 1975 and 
582 in 1995 (though there is uncertainty about the 1975 
population). Total growth over the 20 years is estimated 
at 10.4 percent. Kiana's population has apparently 
grown 38.7 percent between 1975 (300) and 1995 
(4 16). 
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Chapter II: State and Regional Economic Activity, 
Employment and Earnings 1975-1 995 

k Introduction 

1 Many forces shaped Alaska's economy over the 20 To set the stage for this discussion of employment 
year study period, though none more than the oil impacts, these and other key events in Alaska's oil 

! industry. For example, during the study period Alaska industry development are listed in Figure 11.1. Also, oil 
went 6.m a bit player to the largest oil producer in the production and revenue received and spent by the State 
U.S. State capital spending went h m  $90 million to of Alaska is presented in Figure 11.2. 
nearly $4 billion ($200 million to nearly $6 billion in 
1995 dollars). 

FIGURE 11.1 

OIL INDUSTRY TlMELlNE 1975-1 995 

1975 
Construction begins on the Trans-Alaska Pipeline System (Pipeline) 

1977 
Construction of The pipeline is completed 
Alaska's population decreases by 6,400 people 
Prudhoe Bay oil production begins 

1978 
BP Exploration Alaska disoovers Endicott oil field 

1979 
Revolution m Iran causes a second oil embargo and oil supply shortage 
The state budget exceeds $1 billion for the first time 

1 980 
'ibe one-billionth barrel of oil through 'ibe pipeline arrives in Valdez 
Alaska's personal income tax is repealed 
The Alaska Legislature creates the Permanent Fund Corporation 
State petroleum revenues total $2.6 billion ($4.3 billion in 1995s) 
State spends $2.2 billion ($3.7 billion in 1995s) 

1981 
The Kupamk field begins production 
North Slope oil price peaks at $34.lO/barre1($52.18/barrel in 19953) 

1982 

Alaskans receive S 1,000 Permanent Fund Dividend 
Total state petroleum revenues peak at $4.0 billion ($5.7 billion 1995s) 

1983 
Alaska's population exceeds 500,000 

1985 
Milne Point field begins production 
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1986 
Saudi Arabia increases oil exports-wellhead price of US aude falls from $24 to S 12ibarrel 
The 5 billionth barrel of oil from the North Slope arrives in Valdez 
The Lisbume field on Alaska's North Slope begins production 

1987 
North Slope oil price drops to S13.43/barrel from S21.521barrel in 1986 (S16.98/barrel from 
$27.24/barrel in 1995s) 
Production a! Milne Point is suspended due to the collapse of oil prices 
Endicott field begins production 
Total state petroleum revenues fall to S 1.6 billion ($2 billion in 1995s) 
Alaska's population drops 17,700 people and dips to 1983 population level 

1988 
North Slope production peaks a! two billion barrels per day 

1989 
North Slope production begins to decline 
Exxon Valdez oil spill occurs in Price William Sound 
Production resumes at Milne Point 

1990 
GHX I facility installed at Rudhoe Bay, increases production by 100,000 bbl 
Lisbume production peaks a! 45,000 barrels per day 
Iraq invades Kuwait-U.S. oil prices increase to more than $20/barrel 

1991 
The sixth North Slope field, Sag Delta North, begins production 
North Slope oil price is $20.93, highest price since 1986 

1992 
Oil production from the Endicott field peaks a! 1 15,000 barrels per day 
Oil production from the Kuparuk field peaks a! 322,000 barrels per day 

1993 
Total state petroleum revenues exceed $4 billion (FY95S) (or $3.8 B nominal S), the highest 
since 1986 
Alaska's population exceeds 600,000 
Total US production falls below 6.9 million barrels per day, its lowest level since 1958 
Two North Slope fields, Port McIntyre and West Beach, begin production 

1994 
Alaska becomes nation's top producer of oil for a period in 1994, out producing Texas for 
the first and only time 
The tenth North Slope oilfield, the Niakuk field begins production 
North Slope oil prices drops 22 percent from 1993 prices to S14/barrel(19955) 
.Total state petroleum revenues drops to lowest level since 1987 at $1.9 billion (1995s) 
Total oil revenues spent drops to lowest level since 1979 at S 1.3 billion (1995s) 

1995 
Permanent Fund balance exceeds $15 billion 
Congress ends ban on export of Alaska North Slope crude oil 
GHX 11 facility is installed at Rudhoe Bay, increasing production by 100,000 barrels/day 
Total state petroleum revenues increases 81 percent in one year to $3.4 billion 

Source: Alaska Department of Revenue. ADOl Alaska Oil & Gas Association Canpiled by MchwdI Grwp. 
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FIGURE 11.2 
SUMMARY OF ALASKA OIL PRODUCTION, REVENUES AND 
STATE GOVERNMENT (SOA) EXPENDITURES, FY 1975-1995 

I I I 

Oil Production Oil Prices 

Nominal FY 1995 

Total Oil Revenue 
Spent by SOA 

millions 
W 1995 $ 

Fiscal 
Year 

North Slope 
millions, 

barrelslday 

Cook Inlet 
millions, 

barrelsMay 

Total 
millions, 

barrelslday 

Source: ALskr Dcpaitment of Revenue 

B. Statewide Economic Activity construction workers - was rapid. '~hough employment 
declined in Alaska, the economy was fundamentally 

1. Employment Trends strong. And the prospect (and &ity) of billions i f  
dollars of oil revenue flowing into state coffers painted 

Bedween 1975 and 1995, the number of Alaska's full 
and part-time employment grew 622 percent, from 
198,759 jobs in 1975 to 291,845 in 1995." This 
growth trend included periods of decline; the 1976- 
1978 post-pipeline construction period, and the 1986- 
1987 recession. Recovery from the first decline - 
largely the result of out-migration of migrant 

as rosy investment picture. Recovery from thesecond 
recession (post-1986) was much slower, however. 
Low oil prices only compounded the recession, oil 
prices did not create it. Over-building in the 
commercial and residential sectors during 1982 and 
1983, in particular, all but guaranteed Alaska was in for 
trouble. Declining oil prices and state revenues added 
800 oil company jobs and 1,600 state government jobs 
to the tally of ov& 8.000 constmction-sector jobilost 
before oil prices started to slide in 1986. The 

For gre~ter duail. refer lo Appendix A, BEA Alaska 
Employment (1975-1995). 

construction sector would lose another 3.000 jobs 
before the recession ended - all told the construction 
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industry lost 1 1,000 jobs between 1983 and 1988. 
Following are more detailed discussioas of 
anployment trends during the study period. Figure II.3 
breaks out employment by sector in five-year 
krements starting in 1975. 

1975-1 980: The milestone event during this period was 
construction of the Trans-Alaska Pipeline. 
t h s l m d o n  employment in Alaska climbed from 
around 9,000 in 1974 to 26,600 jobs during the first 
year of pipeline construction to 3 1,000 jobs in 1976 
(construction employment &ally peaked at near 
40,000 jobs during the summer of 1976). 

Tbe 1975 to 1980 period was marked by rapid growth 
in the service and trade sectors, also the result of 
pipeline comlmction. In 1976, per capita income in 
Alaska was 74 percent above the national average, a 
reflaction of the topdollar wages for pipeline 
construction workers." Demand for labor in Alaska 
pushed wages and income higher and increased 
demand for consumer goods and services, leading to 
expansion of the trade and service industries. Retail 
bade employment increased by 19 percent (up 4,000 
jobs) while the d c e  sector jumped 12 percent (3,500 
new jobs). Meanwhile Alaska's population increased 
by 8 percent. 

Local government employment also expanded in 
response to increased demand for public services by 
Alaska's growing population. Increased tax bases, 
higher property values, and the municipal assistance 
program that started in 1978 (as d i s c d  in the 
Volume 1 report), boosted local government 
anployment by 12 percent over 1977 local government 
an ploy men^'^ 

As indicated above, pipeline construction activity 
peaked in 1976. Total employment in Alaska declined 
by 2.5 percent (a drop of about 6,000 jobs). The 
construdion industry accounted for nearly all of the job 
loss (the industry suffered a 12-1nont.h decline of 67 
percent). Only the transportation sector also reported 
job losses, though the loss amounted to less than 2 

"ADOL. A 1 6  Economic T d s  Jdy 1991 p. 9 

% a d  m ADOL figura. 

percent. ?he manufacturing, retail trade, services, 
finance and government sectors all reported 
employment gains between 1976 and 1977, when 
anployment in Alaska was down overall. 

1980.1985: As the next decade arrived, oil revenue 
began to flow in earnest State spending cracked the 
construction employment whip once again. 
Construction anployment climbed from 10,500 jobs in 
1980 to 2 1,800 jobs in 1983. Most of the employment 
growth was with general building and special trade 
contractors, rather than with the heavy construction 
contractors that dominated the employment scene 
during pipeline construction. 

Freeflowing oil revenue also spurred growth in state 
government employment. State employment jumped 
from 15,200 jobs in 1980 to 20,200 jobs in 1985, a 33 
petcent increase. Local govenunent anployment 
(strongly influenced by State pass-through funding) 
recorded even more dmmatic growth, climbing from 
20.100 jobs in 1980 to 227,800 jobs in 1985, a 37 
percent increase. 

Overall, employment in Alaska increased by nearly 
one-thud between 1980 and 1985 (up 30 percent). ?his 
growth included a phenomenal 10 percent jump 
between 1981 and 1982 (25,000 new jobs in a single 
year), and an equally remarkable 7 percent rise between 
1982 and 1983 (another 20,000 new jobs). 

State spending on government operations and capital 
projects directly accounted for impressive anployment 
growth, but by no means all of Alaska's growth during 
the 1980 to 1985 period. In the support sector, the 
retail trade sector exprienced incrediblegrowth, rising 
from 24,800 jobs in 1980 to 38,500 jobs in 1985, a 55 
percent increase. ?his included an amazing 14 percent 
jump (3,800 new jobs) between 1981 and 1982 alone. 

Similarly, Alaska's service sector surged during this 
period, adding 13 f 00 new jobs, a 39 percent incraw. 
Se~cesectorjobsjumped 12.4percentbetween 1981 
and 1982. 

Based on population growth, expansion of the retail 
and service sectors of about 30 percent would have 
been expected during the 1980 to 1985 period. 
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FIGURE 11.3 
ALASKA EMPLOYMENT, 1975,1980,1985,1990 8 1995, BY SECTOR 

t 

I Total Full- and Part-time Employment 
Wage and Sala y Employment 

I Cons- 

Manufa* 
Transportation, Communication & Utilities 
Whdesale and Retail Trade 
Fmncial, Insurance and Real Estate 
Agriartture, Forestry, Fishing 
Services 
Mining 
Fed& Government 
Military 
State & Local Govemment 
State Gavemment 
Local Government 

1975 

227,177 
198.759 
28,550 
10.052 
17.431 
30,202 
16,515 
5.548 

36.789 
3.954 

18,921 
30.008 
28,706 

nla 
nla 

Source: USDOC Bureau of Economic Andysis 

1985-1990: The commonly held view is that declining 
oil prices caused the recession that hit Alaska so hard 
m 1986 and 1987. Decliningoil prices certainly played 
a key role. Oil prices did drop sharply in 1986 (see 
Vohnne 1 Report, Table I.A.2, pushing revenue fiom 
$3.1 billion in FY 1985 to $1.6 billion m FY 1987. 
State government anployment fell by 1,600 jobs and 
state spending on capital projects dropped h m  $2.5 
billion m FY 1984 to $600 million in FY 1987. 

Reduced state revenue and spending hurt the economy 
badly, but it only kicked an economy that was already 
on its way down. Rapid (in fact, unsustainable) growth 
m the economy. coupled with liberal lending polices by 
the State and private sector, stimulated record levels of 
spe4ative wnstruction in Alaska. The result was 
overbuilding in Alaska's urban areas, and even if oil 
prices had not declined, Alaska's economy was m for 
a slowdown. 

As shown in Figure 11.4, in 1986, wage and salary 
employment dropped by 3.7 percent from 1985, the 
loss of 9,600 jobs. Nearly all sectors of the Alaska 

economy experienced employment decline between 
1985 and 1986. Retail lrade employment declined by 
1.500 jobs between 1995 and 1997. a 4 percent drop. 
Employment m the service sector dropped by 2,600 
jobs, a 5.5 percent decline. The finance, insurance and 
real estate sector took the biggest hit, dropping 2,600 
jobs (a 2 1 percent drop) before bottoming out in 1990. 

Statewide wage and salary employment hit the low- 
'point m 1987, falling h m  260,900 jobs m 1985 to 
24 1,800, a 7 percent drop. 

By 1988, employment growth m manufacturing and 
federal government (both the military and civilian) 
were largely responsible for the turn around in the 
statewide employment picture. Losses continued m the 
construction and financial industries, but that was 
offset by growth m other industries. Unemployment m 
Alaska during 1989 was at its lowest ebb since tbe 
height of the pipeline construdion boom in 1975, 
posting a 6.7 percent The recession appeared to be 
over. 



FIGURE 11.4 payroll increased 160 percent fiom $3.6 billion in 

ALASKA EMPLOYMENT, 1985-1 990 

Source: USDOC. Bureau of Economic Analysis 

1990-1995: This five-year period saw slow, steady 
growth in Alaska's unployment picture. Bctween 1990 
and 1995, employment increased at an annual rate of 
1.6 percent. Total wage and salary employment grew 
by 20,700 workers during this five-year period. By 
1993. the constmction sector was perkiig up (9.3 
percent increase in employment over 1992), the 
d c e s  industry and retail industry continued their 
expansion, the financial sector was adding jobs(though 
total employment was still 1,400 jobs below the peak). 

Pushed by a service sector and retail boom, Alaska's 
economy-grew for the eighth straight year in 1995. 
W e e n  1990 and 1995, the service sector added 
11,300 jobs, up 21 percent. Alaska's retail sector 
expanded by 7,900 jobs, a 20 percent increase during 
the same five-year period. This service and retail 
sector growth more than offset employment declines in 
federal government (down 1,200 civilian jobs and 
5,200 uniformed military) and the oil and gas industry 
(down approximately 2,000 jobs between 1990 and 
1995). 

2. Payroll 

1975 to $9.3 billion in 1995. In constant dollars. there 
has been almost no growth in payroll. In 1995 dollars, 
total payroll was $9 billion in 1975. Twenty years 
later, payroll totaled $9.3 billion, a meager 3 percent 
increase. Total full- and part-time employment for the 
same period grew 622 percent. Figure 11.5 shows the 
overall employment and payroll trends for the 20-year 
study period." 

FIGURE 11.5 
ALASKA'S EMPLOYMENT AND 

PAYROLL, 1975-1 995, IN NOMINAL 
AND REAL 1995 DOLLARS 

Sour=: USDOC. Burcau of Eammic Analysis 

1975-1980: Between 1975 and 1980, total state payroll 
increased 24 percent, rising from $3.6 billion to S4.4 
billion Construction of the Pipeline accounted for the 
payroll surge of $842 million (a 24 percent jump) m 
payroll between 1975 and 1976. Completion of the 
pipeline lead to a drop-off in total payroll of I1 
percent. It took only thee years for total payroll to 
recover to the pipeline construction peak of $4.4 
billion. 

In 1975, construction and the public sector represented 

Total wage disbursements for Alaska for all sectors are "Unless athawiw noted. dl payroll figures am reprerented in 
provided in Appendix B. In nominal dollars, total “real" 1995 dollars. 
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30 percent ($2.7 billion) and 29 percent (S2.6 billion), In 1995 dollars, total state payroll actually decreased 19 
respedively. of total Alaska payroll. These two sectors percent over the 1975 to 1980 period. In hct, the 
combined made up 58 percent of total payroll. By pipeline construction-supported 1976 payroll of $ 10.1 
1980, the public sector contributed 36 percent while billion, in 1995 dollars, was never reached again in the 
constnrction conmiuted 10 percent of total payroll. 20-year study period. 
Figure 11.6 demonstrates the shifting importance of 
various industries m terms of employment and real 
payroll for 1975,1985 and 1995. 

FIGURE 11.6 
ALASKA'S REAL PAYROLL AND EMPLOYMENT, 1975,1985,1995 

BY SECTOR, BY PERCENT 

Employment (%) 
1975 19115 1993 

Agriculture. Fofestry, F M i  2.4 4.3 3.6 

m 1.7 3.5 3.1 
Construction 12.6 8.0 5.2 
Manufacturing 4.4 4.1 5.3 
Tmnsportation and Public M i t i i s  7.7 6.5 7.4 
Whdesale and Retail Trade 13.3 16.5 18.5 
Fmnce. insunm, and real m t e  7.3 7.3 5.0 
Ssrvices 16.2 20.5 26.0 
Federal Gwemment, civilian 8.3 5.4 4.7 
M i f ' i  13.2 8.5 6.7 
State Government '12.6 6.4 5.8 
Local Government 8.8 8.4 

Payroll (%) 
1975 1985 1995 
0.5 0.2 0.4 
3.0 8.0 8.2 

29.5 11.3 6.7 
4.1 4.2 5.5 

10.2 9 2  9.9 
9.7 13.1 125 
2.4 4.5 3.7 

121 14.3 17.2 
8.0 6.7 7.6 
7.6 6.5 6.9 

'12.8 9.7 9.2 
12.3 123 

Total 100.0 100.0 100.0 I 100.0 100.0 100.0 

Sarrcc: USDOC. Buruu of Economic Analysis. 

*hludes W government. 

1980- 1985: O v a  this five year period, Alaska's payroll 
increased from $4.4 billion to $7.1 billion, a 62 percent 
increase. The lion's share of this growth occurred in 
198 1 and 1982, with S800 million payroll increases in 
each of these years. 

From 1980, total real payroll (1995 dollars) in the state 
increased 27 percent, peaking at $ 9.4 billion in 1984, 
then declining slightly in 1985. 

1985-1990: Recession in 1986 brought with it a sharp 
drop in payroll. Total payroll fell 8 percent in 1986 and 
another 5 percent m 1987. Payroll dropped by slightly 
under $700 million before bottoming-out in 1987. 
During this two-year period, all industries except 
fishing, manufacturing and federal government - both 
civilian and military - saw declines in payroll. 'Ihe 
construction sector experienced the most dramatic 
losses, over 54percent between 1985and 1988. Retail 
payroll dropped by23 percent between 1985 and 1988, 
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wbik service sector payroll dropped by 12 percent 
before bottoming-out in 1987. 

1990-1995: Between 1990 and 1995, Alaska's payroll 
grew at an annual mte of 3.5 percent, reaching $9.3 
billion in 1995. In 1995 dollars, payroll actually 
declined slightly, slipping 0 2  percent. 

3. Personal Income 

Personal income data fiom the U.S. Deprlment of 
Commerce's Bureau ofEconomic Analysis includes all 
legal sources of income. 'Ihree main components make 
up personal income: 1) earnings, 2) dividends, interest, 
and rent, 3) transfer payments. Earnings, the largest 
component, is the sum of wages and salaries, other 
Labor h a m e  (like contract work or tips) and 
proprietors' income. Noncash sources of goods and 
services, which are important in many Alaska rural 
areas, are not included in personal income data. 
Alaska's total real and nominal personal income for 
1975-1995 are presented in Figure II.7. 

FIGURE 11.7 
ALASKA'S POPULATION AND 

PERSONAL INCOME, 1975-1995, IN 
NOMINAL AND REAL 1995 DOLLARS 
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Nominal and real total personal income, per capita 
personal income, earnings, dividends, interest, rent and 
transfer payments are presented in Appendix C. 
Alaska's per capita income figures for 1975-1995 are 
presented in Figure 11.8. 

1975-1980: Pecsonal income for Alaska residents 
totaled $3.8 billion in 1975. Pipeline construction 
pushed the total up 20 percent in a single year, to $4.5 
billion in 1976. However, rapid population growth at 
the same time meant that per capita personal income 
grew at a much slower rate, only 2.4 percent between 
1975-1976. 

During 1976, the peak of the pipeline construction, per 
capita income in Alaska was 74 percent above the 
national average." 

Nominal growth m personal income continued through 
1980, reaching $5.6 billion that year. In inflation 
adjusted dollars, however, total personal income 
peaked in 1976 and declined each year until 1979. In 
1995 dollars, total personal income in 1979 was 11 
percent below the 1976 level. 

1980-85: Personal income growth accelerated in the 
early 1980s. In fact, between 1980 and 1985, personal 
income in Alaska almost doubled, jumping fiom $5.6 
billion to $10.1 billion. During the five-year period, 
personal income grew at an annual rate of 12 percent. 

For the same years, nominal per capita personal inwme 
had an average annual growth rate of 6.5 percent. 
Nominal per capita personal income grew from 
$13,875 in 1980 to $1 8,946 in 1985, an increase of 37 
percent. In inflation adjusted dollars, total personal 
income in Alaska increased by 41 percent between 
1980 and 1985 (an average annual growth rate of 7 
percent). . Rtal per capita personal income grew at a 
slower average annual growth rate of 1.4 percent. 

Sarrcc: USDOC. Bureau of Economic Analysis 
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FIGURE 11.8 

ALASKA'S PER CAPITA INCOME, 1975-1 995 
IN REAL 1995 AND NOMINAL DOLLARS 

Per  Capita Nominal % 
Year Personal Income $ Change 

1975 10.133 13.5 
1 976 11,000 1.8 
1977 11,705 0.6 
1978 11,777 5.3 
1 979 12,405 11.9 
1980 13,875 12.0 
1981 15,543 11.4 
1982 17,309 3.9 
1 983 17,989 0.6 
1 984 18.103 4.7 
1985 18,946 (2.3) 
1 986 18,513 (2.5) 
1987 18.052 2.3 
1 988 1 8.462 8.2 
1989 19.982 5.6 
1990 21,097 2.1 
1991 21.540 2.7 
1 992 22,131 3.1 
1 993 22,819 3.1 
1994 23,521 2.9 

Per  Capita 
Income Real $ 

25,700 
26,324 
25,066 
23,799 
22,863 
23.131 
23.786 
24,583 
25.052 
24.268 
24.764 
23.434 
22,829 
23.240 
24.877 
25,316 
24,346 
24,075 
24.018 
24,087 

Real % Change 

Sauce: USDOC. B ~ ~ c o u  of Economic AMlysir 

Personal income data shows that wage and salary 
eamings accounted for 94 percent of total personal 
income in 1980. By 1985 that proportion had fallen to 
88 percent During this period dividends, intexest and 
rent, and transfer payments grew faster than earnings. 
The large increase in transfer payments in 1982 (up a 
whopping 50 percent over 198 1) was primarily a result 
of the first annual Permanent Fund dividend payment 
to Alaskans. 

1985-90: The recession brought with it a 3 percent 
decline in nominal personal income (a loss of about 
$300 million). Nominal per capita income showed a 
larger decline, fslling a total of 4.7 percent between 
1985 and 1987. This decline totaled about 3900 per 
Person. 

In 1988, aboost in manufacturing, oil and gas (mining), 
services, federal and state government eamings income, 
combined with an 8 percent increase in transfer 
payments, produced a moderate gain of 2 percent in 
Alaska's total personal inwme over 1987. Income 
eamed from the Exxon Valdez oil spill in 1989, belped 
solidifil a strong economic recovery, bringing back 
Alaska's personal income to 1985 levels. 

1990-95: Over the 1990-1995 period, the nominal 
average annual rate of growth in personal incorne 
slowed to 5 percent. In real terms, the average annual 
growth rate was less than inspiring at 1 percent. ?he 
impact of the oil spill continued to contribute to an 
improved income level in Alaska in 1990 and 199 1. 

Real per capita income declined during the 1990 to 
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1995 period, slipping h m  $25,316 in 1990 to $24,214 FIGURE 11.9 
in 1995, a 4 percent decline. Ova the 20-year period 
considered in this study (1975 to 1995) real per capita 

OIL INDUSTRY CONTRIBUTION TO 

iacome in Alaska declined by 6 percent. ALASKA GSP 1975-1 995 

4. Gross State Product (GSP) 

GSP is the total value added in the production of all the 
goods and services produced in Alaska. It does not 
account for a subsistence economy. The University of 
Alaska Anchorage's Institute for Social and Economic 
Research (ISER) has generated historical GSP 
estimates in nominal and real 1996 dollars. Detailed 
A k k a  GSP data is included in Appendix D.I9 

Because Alaska's GSP is dominated by petroleum 
production and oil prices, GSP is not a good indicator 
of the ovcrall health of the economy. Depending largely 
on oil prices, the oil industry can account for 40 
percent or more of GSP, yet the oil industry directly 
accamts for only three or four percent of employment 
in the state. Gyrations in oil prices can cause significant 
shifts in GSP, with relatively little short-nm impact on 
the state's economy. Figure II.9 demonstrates the 
relationship between total GSP and the oil industry in 
Alaska 

"AU GSP f i g ~ s  a &a 6mm ISER, ~larC'J Gmu SMe Pmdud: 1963 
ro 1996. May 1997 

100% 

80% 

60% 

40% 

20% 

0% 
75 80 85 90 95 

Years 

moil and gas 1 ~ 1 1  Other 

Source: ISER. A h k a  Gmrs Stote Prodrrcr: 1963 fn 1996 

1975-1980: In 1975, oil accounted for only 4 percent 
of Alaska's GSP (this output was generated by the oil 
industry in the Cook Inlet region). Pipeline 
construction pushed GSP h m  $5.9 billion in 1975 to 
$7.4 billion in 1976, a 26 percent jump. Start-up of 
North Slope oil production in 1978 pushed GSP into 
the stratosphere (by Alaska standards). By 1980, oil 
production, transportation, and processing accounted 
for 64 percent of Alaska's $19.9 billion GSP. 

1980-1985: Alaska GSP increased another 26 petcent 
between 1980 and 198 1, rising to $25 billion. Nominal 
GSP growth was slow over the next several years, 
rising to $26 billion by 1985. That year oil accounted 
for 55 percent of GSP. 

1985-1990: Alaska's GSP dropped 3 1 percent in 1986 
as a result of falling oil prices. Alaska was one of only 
five states in the nation to see adecline in GSP in1986. 
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All five losers were energy-producing states .m GSP 
climbed back to $25.2 billion by 1990. By then, the role 
of oil bad declined to 48 percent of total GSP. 

1990-1995: Between 1990 and 1995, nominal Alaska 
GSP declined from $252 billion to $23.7 billion. The 
oil industries contribution to GSP declined sharply, 
falling fiom $12 billion in 1990 to $8.1 billion in 1995. 
In percentage terms, oil's share of GSP dropped h m  
48 percent to 32 percent. 

In real 1996 dollars, Alaska GSP fell at an average 
annual rate of 1.6 percent between 1990 and 1995. 

C. Regional Trends 

1. Municipality of Anchorage 

Anchorage labor force data is presented in Figure 11. I 1. 
Anchorage's total employment, by sector, for 1975, 
1980,1985,1990 and 1995 is presented in Figure 11.10. 
Figure 11.12 showsthe relationship between Alaskaand 
Anchoqes population over the 20-year study period. 

1975-1980: In 1975,45 percent of all fill- and part- 
time jobs m Alaska were located in Anchorage 
(103,100 jobs). Approximately 86 percent of these 
jobs were wage and salaryjobs while the selfemployed 
represented 14 percent of total employment. The 
private sector accounted for 66 percent of the jobs, the 
public sector 34 percent (35,393 jobs, including 
federal, military, state and local government). 

Total employment grew an average annual rate of 2 
percent over the next five years, with the addition of 
1 1,243 jobs. 

Alaska Efononrtc Trudr &~dw 1988 p. 12 
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FIGURE 11.10: 

ANCHORAGE'S TOTAL EMPLOYMENT 1975,1980,1985,1990 & 1995 
BY SECTOR 

Anchorage 
Total Employment 
Agricuhral Services, Forestry, Fishing 
Mining 
Constnrction 
Manufaduring 
Transportation and Public Utilities 
Wholesale and Retail Trade 
Finance, Insurance. and Real Estate 
Services 
Federal Government. dvilian 
Military 
State and Local Government 
State Government 
Local Government 

Source: USDOC. Bureau of Economic Anatysis 
n t e d  wailabk 

Years 
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FIGURE 11.1 1 

ANCHORAGE'S LABOR FORCE 
EMPLOYED AND UNEMPLOYED, 1975-1995 

Year 
1975 

I Annual Avenge I 
Labor Force Employed 

65,938 62,041 
Unemployed 

3.897 
4,869 
5.583 
6,749 
6,015 
5,855 
5,952 
7205 
8.026 
8,652 
8.587 

10,174 
9,831 
8,438 
5.803 
6245 
8,409 
9.396 
7,915 
7.81 1 

Rate (%I 
5.9 

Peak Month Rate (X) 
7.4 

Source: M a  Dcpartmcnt of L.bor 
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FIGURE 11.1 2: 1975 to $15,228 in 1980. In 1975, Anchorage 
accounted for 45 percent of personal income for the 

ALASKA AND ANCHORAGE TOTAL whole state. By 1980, Anchorage's share increased to 
EMPLOYMENT, 1975-1995 48 percent. 

Source: USDOC. Burc~u of Economic Analysis 
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+ - E m p k m  * Anchonge Employment 

Rior to development of Prudhoe Bay, the oil and gas 
industry accounted for just over 1 percent of the jobs in 
Anchorage, about 1,300 jobs. Between 1975 and 1980, 
the oil and gas sector more than doubled in size in 
Anchorage, reaching 2,900 total jobs, or about 3 percent 
of all employment in the municipality. 

I 

The construction sector grew from about 8,200 jobs in 
1975 to a peak of 9,000 jobs in 1977, before dropping 
back to 7,800 jobs a year later. Only one other sector of 
the private sector economy experienced a post-pipeline 
construction dip in employment; the service sector 
(down 700 jobs, most likely in the professional services 
related to pipeline construction). 

Pipeline construction pushed Anchorage unemployment 
to a low 5.9 percent in 1975. Completion of the pipeline 
pushed unemployment to 8.2 percent. The 
unemployment rate fell to 7.3 percent in 1979 and 7.0 
percent in 1980 due to a combination ofjob growth and 
out-migration of unemployed workers. 

Total nominal personal income for Anchorage grew 57 
percent between 1975 and 1980, rising from S 1.7 billion 
to $2.7 billion. (see Appendix C). Per capita nominal 
personal income increased 48 percent, from S 10,3 10 in 

Total real personal income for Anchorage grew by a 
three percent between 1975 and 1980. However, d 
per capita income actually decreased three percent (see 
Appendix C). 

1980-1985: This five-year period was marked by 
surging commercial and residential construction in 
Anchorage. From 1980 to 1984, residential 
construction contributed to more than 60 percent of 
permits and valuation. Over these four years, 
construction employment grew at an average annual 
growth rate of 19 percent. Growth rate peaked in 1982 
with a single year jump of 36 percent, or 2,730 new 
jobs. 

Construction industry activity in Anchorage began to 
slow in 1984 and constnrdion employment declined 
eight percent in 1985, dropping 1,100 jobs. 

W e e n  1980 to 1985, all sectors of the local economy 
experienced growth. Total employment grew in 
Anchorage at an average annual rate of 6 percent. 
There were 39,000 more jobs in Anchorage in 1985 
than in 1980. The fastest growing sector was the retail 
trade, rising at an annual rate of 9 percent between 
1980 and 1985. Anchorage's retail sector added 8,400 
new jobs in just five years, including 3,000 new jobs in 
1982 alone. 

Rapid growth in the private sector reduced the relative 
importance of government. Government accounted for 
30 percent of all Anchorage employment in 1980 and 
25 percent of all employment in 1985. 

Nominal personal income in Anchorage increased 90 
percent from $2.7 billion from S5.1 billion between 
1980 and 1985. Real personal income growth was also 
impressive at 48 percent over the five year period. 

By 1985, just more than 50 percent of all personal 
income eamed in the state was made in Anchorage. 
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'The unemployment rate over the five-year period Population growth, maturation of the service sector, 
dropped to 6.6 percent in 198 1 then increased slowly to and growth in the tourism industry all spurred growth 
7 2  percent by 1985. in this sector. 

1985-1990: As dramatic as the growth in anployment 
was in the prior five year period, so was the decline from 
1985. By 1987, every employment sector, with the 
exception of the civilian federal government, 
experienced losses. All told, Anchorage lost 12,400 
wage and salary jobs between 1985 and 1988, a 10 
perceut drop. Tbe consbuction industry was the biggest 
loser, with employment slipping from 12,100 jobs in 
1985 to 6,500 jobs in 1988. The retail sector lost 1,700 
jobs between 1985 and 1987, a 7 percent drop. The 
service sector lost 1,200 jobs, a modest 3 percent. 
Employment in the finance, insurance and real estate 
sector actually peaked in 1986, then declined steadily 
until 1992. 'Ihis long term decline, set off by the 1986- 
87 recession, I.lesulted in the loss of 4,600 jobs and, m 
fact, employment in tbis sector has still not returned to 
its pre-recession peak. 

Employment in mining (95 percent of which is oil and 
gas related) declined by just more than 300 jobs between 
1986 and 1987. The majority of the jobs that were lost 
wae among the oil field service tinns, i.e., those 
providing drilling or geophysical services. These 
components of the oil and gas industry were always the 
most sensitive to radical oil price fluctuations such as 
seen in 1986. The recovery that took place in 198811989 
could be largely attributed to increased production of 
North Slope crude (See Volume 1, Part 1 Report, Table 
In. 1). 

State government employment in Anchorage fell by 600 
jobs between 1985 and 1987, a 9 percent hit. Local 
government employment was down 900 jobs before 
bottoming out in 1989 (an 1 1 percent drop). 

Anchorage's unemployment rate fell to 7.4 percent in 
1988, the lowest it had been in three years. 'Ihe 
Anchorage economy started to rebound in 1989, with the 
addition of 4,500 new jobs. The service sector accounted 
for the lion's share of this growth. Actually, the service 
sector suffered only one year of employment decline 
during the recession. From 1986 to 1990, service sector 
employment in Anchorage increased by 6,700 jobs, a 19 
percent overall increase. 

In teal terns, personal income dippedto its lowest level 
since 1982 in 1988, but recovered very quickly in 1989 
to reach pre-recession 1985 levels. Real per capita 
income dipped in 1987, down 9 percent fiom 1985. By 
1990. per capita income reached its highest point in the 
20 years considered in this study, at $29,471. 

1990-1995: Between 1990 and 1994, Anchorage 
enjoyed steady employment growth. During this 
period, 1 1,000 jobs were added. Employment dipped 
slightly in 1995 (hlling less than one-tenth of one 
percent). The average annual growth rate m full- and 
part-time employment in Anchorage for the five-year 
period was 1.4 percent. This growth lagged slightly 
behind the Alaska average of 1.6 percent. 

Continuing the tread set in the late '80s, the retail and 
service sectors led the employment gain. Retail 
employment jumped from 23,900 jobs in 1990 to 
28,400 jobs in 1995, a 19 percent increase. In the 
service sector, employment increased bm42,100 jobs 
to 48,400 jobs, a 14 percent rise. 

By 1995, nominal personal income for Anchorage had 
reached $7.1 billion, a 26 percent increase, andnominal 
per capita personal income had grown to $28,129, an 
increase of 15 percent over 1990 levels. In real terms, 
personal income increased at an average annual rate of 
1 percent ova  the five-year period, and real per capita 
personal income had dropped five percent over the 
period. 

At the end of the 20-ymr study period, the Anchorage 
economy continued to dominate the Alaska 
employment picture. By 1995, Anchorage accounted 
for 45 percent of all Alaska full- and part-time jobs and 
47 percent of all Alaska wage and salary employment. 
Anchorage employment accounted for 39 percent ofthe 
oil and gas employment, 48 percent of the constmction 
industry, 5 1 percent of the transportation and public 
utilities sector, 49 percent of the retail sector, 59 
percent of the finance, insurance and real estate 
employment, 50 percent of tbe service sector, and 41 
percent of Alaska's public sector. 
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2. Kenai Peninsula Borough (KPB) 

Codc Inlet was an oil-producing basin before Rudhoe 
Bay construction began. The oil and gas industry not 
only provided jobs m tfie KPB, but also contniuted to 
Anchorage's economy by providing gasoline and natural 
gas at prices that encouraged business development. 
Tbe KPB's economy was (and remains) diversified, with 
fishing, tourism, oil and gas, petroleum manufacturing, 
transportation, and govenunent. Figure II. 13 shows 
KPB's employment by sactor m five-year intervals 
starting in 1980. Figure II.14 presents labor face and 
anployment rate data 

1975-1980: 'Ihe BEA does not have employment data 
for the Kenai Peninsula Borough until 1979. 
Comparable statistics h m  ADOL do not exist pre- 
1977. Labor force statistics fiom the ADOL are 
available. In 1975, the KPB's labor force consisted of 
8,576 people, with 7,827 people employed and 749 
unemployed. During 1975- 1980, the five-year average 
annual unemployment rate was 1 1.5 percent (as seen in 
F i e  II.14). The relationship h e m  change m 
population m Alaska and KPB are found in figure II. 15. 

1980-1985: In 1980, total full- and part-time 
employment mtbe KPB was 13,113,s percent oftotal 
Alaska employment. Total wage and salary employment 
was 9,138. Total real personal income for the KPB was 
$580 million. Real per capita personal income was 
S22.620. 

KPB was among the fastest growing economies during 
this oil revenue boom years ofthe early 80s.The average 
annual growth rate in full- and part-time employment m 
tbe KPB for the five-year period was an impressive 8.5 
pexcent, higher than the Alaska average of 5.5 percent. 

In 1980, the oil and gas industry anployed 
approximately 865 people in the KPB, roughly 12 
percent of total Alaska oil and gas employment. By 
1985, the industry employed approximately 950 people 
m the borough. The sector's employment had an 
average annual growth rate of 2.5 percent. 

Construction was certainly the fastest growing sector of 
the borough economy. Construction employmentjumped 
fiom 900 jobs in 1980 to nearly 2,200 jobs in 1985, an 

impressive average annual rate of 20 percent. Major 
construction projects included new ports, a prison in 
Seward, an Olympic-size ice arena, airport upgrades, 
schools, and water and sewer projects. 

Other rapidly expanding sectors of the borough 
economy included retail (up 12 percent per yea., for a 
total of 1,100 new jobs between 1980 and 1985) and 
services (up 1 1 percent per year, 1,400 new jobs total). 

By 1985, nominal personal income for the KPB 
doubled, reaching %% million, and nominal per capita 
personal income had grown to S 18,4 1 8, an increase of 
36 percent over 1980 levels. In real terms, KPB's 
personal income had grown faster than Anchorage's; 
57 percent between 1980 and 1985. 
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FIGURE 11.13: 
KPB'S TOTAL EMPLOYMENT, 1980,1985,1990 AND i995, BY SECTOR 

Source: USDOC. Bureau of Economic Analysis 

Kenai Peninsula Borough 

Total Employment 

Wage and Salary Employment 
Agriculture. Forestry, Fishing 
Mining 
Construdion 
Manufacturing 
Transpatation and Public Utilities 
Wholesale and Retail Trade 
Finance. Insurance, and Real estate 
Services 
Federal Government civilian 
Military 
State Government 
Local Government 
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Years 
1980 

13.113 

9.1 38 
1.471 
865 
897 

1,892 
821 

1.717 
1,123 
2.104 
177 
224 
527 

1,162 

1990 

22,414 

14.790 
2.494 
1,189 
1,318 
2.182 

1.340 
3.549 
1.053 
5,293 
288 
483 

1.080 
2,016 

1985 

19.663 

12.968 
2,926 
950 

2.156 
1,588 
973 

2.996 
1,156 
3,512 
205 
383 
834 

1,820 

1995 

25.422 

17.117 
2,083 
1,273 
1.562 
2,184 
1,492 
4,869 
952 

6,396 
369 
472 

1,065 
2,604 



FIGURE 11.14: 

KPB'S LABOR FORCE, EMPLOYED AND UNEMPLOYED, 1975-1995 

Year 

Annual Avenge 

bbor Force Employed Unemployed Rate (K) 

Peak 
Month 

Rate (XI  

- - - -  

Satrcc: Alaska Dcpartmcnt of Labor 



FIGURE 11.15 

ALASKA AND KPB TOTAL 
EMPLOYMENT, 1980-1995 

1985-1990: Tbe recession resulted in the loss of 600 
jobs in the KPB, a decline of only three percent. Of 
course, conshuction was the hardest hit, losing nearly 
900 jobs between 1985 and 1988, or about 40 percent 
of the construction workforce. The retail trade sector 
suffeted a modest loss of 140 jobs, a 5 percent dip 
h m  1985 to 1986. Employment in the service sector 
actually increased, enjoying five consecutive yean of 
growth between 1985 and 1990. 

'Ibe borough's oil industry lost 178 jobs between 1986 
i and 1987, Mling by 17 percent. A number of oil 

industry service companies were based out of Kenai 
and this segment of the state's oil industry was 

I particularly hard hit when the oil industry contracted 
after the fall in oil prices. Many of the oil companies 
tightened their budgets and tried to retain their 
employees by using them to do the servicing work that 
previously had been done by independent contractors. 

400.000 - 
* 300.000 

t 

The borough's already high unemployment rate 
climbed even higher during the recession, jumping 
h m  13.8 percent in 1985 to 17.1 percent in 1986, the 
highest rate in urban Alaska. 

g mmo 
E 
w 100,000 - .  

By 1988, the Peninsula's oil industry rebounded h m  
its low of 866 jobs in 1987. An increase in exploration 
activity on the Peninsula was responsible for this 

.. 

- 

recovery. Employment in the refminghnanu factwing 
side of the oil and gas industry remained relatively 
stable h m  1987 to 1989. Also, oil spill cleanup 
activity contributed to the recovery. 

O%-'&:- 
Ymn 

-&Alaska Emplayment + KPB Empbyment 

The average annual growth rate in Wl- and part-time 
employment in the KPB for the 1985 to 1990 period 
was 3.3 percent. This rate of growth was higher than 
the Alaska average of 1.4 percent. 

By 1990, nominal personal income for the KPB 
reached $862 millick, a 24 percent increase, and 
nominal per capita personal income had grown to 
$2 1.1 10, an increase of 15 percent over 1 985 levels. 
Real per capita income increased 4.5 percent 
between 1985 and 1990. 

1990-1 995: The average annual growth rate in full- 
and part-time employment in the KPB for this five- 
yearperiod(1990-1995) was 2.6 percent, higher than 
the Alaska average of 1.6 percent. From 1990- 1995, 
an average net gain of about 600 new jobs was 
created each year in the KPB. 

By 1995, nominal personal income for the KPB 
d e d  $1.1 billion, a 23 percent increase, end 
nominal per capita personal income had grown to 
$22.990, an increase of 9 percent over 1990 levels. 
In real terms, personal income trended down, 
declining at an average annual rate of -1.8 percent. 

Tbe early 1990s saw an overall decline in 
unemployment dropping to a fiveyear annual 
average of 13.1 percent. The average annual 
unemployment rate for the 20-year study period was 
13.3 percent. 

3. Northwest Arctic Borough 

The NWAB is the second largest borough 
geographically in the state, yet the population is less 
than 7,000 people. As discussed in the Volume 1 
report, the state made considerable investments in 
education and utilities in rural areas. It also built 
homes, airstrips and other infrastructure. However, 
despite this investment, the Northwest Arctic 
Borough's villages of Nwrvik and Kiana 
experienced minimal increases m self-sustaining 
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economic growth. Many of the region's residents 
practice a subsistence lifestyle. 

K e b u e  was by far the largest community, with 
nearly half the borough population. As the economic 
center of h e  borough, Kotzebue had the most 
developed private sector and cash economy, with 
commercial fishing and processing operations federal, 
state and local government, school district, NANA 
Regional Corporation, and health service jobs. 
Kdzebue also is the transportation center for air, 
ocean and river transport. 

The villages of Kiana and Nwrvik are much smaller 
and have economies based primarily upon 
subsistence activities. 'Ibere are few private sector 
jobs in either Kiana or Noorvik. Some residents 
found summer work at the Red Dog Mine, m 
Kotzebue Sound commercial fisheries, or as 
firefighters for  the Bureau o f  Land 
ManagernentIAlaska Department o f  Natural 
Resources. Construction projects offered another, 
yet limited, source of seasonal work. Opportunities 
to earn income with a wage and salary job were 
limited. Figure 11.16 shows NWAB's employment 
by sector in five-year mcrements starting m 1975. 
NWAB labor force and employment rates are found 
in Figure II. 17. 

FIGURE 11.16 

NWAB'S TOTAL EMPLOYMENT 1975.1980.1985.1990 .AND 1995. BY SECTOR 

Wage and salary employment 
Agriculture, Forestry and F i i h i i  
Mining 
Constnrction 
Manufaduring 
Transportation and PuMi Utilities 
Whdesale and Retail Trade 
Whdesale trade 
Retail trade 
Finance. insurance, and real estate 
Services 
Federal Government, civilian 
Military 
State and Local Government 
State Government 
Local Government 

Northwest Arctic Borough 1975 

Total full- and part-time employment 1.150 

Sauce: USDOC. B u m  of Eawromic Analysis 
@)-not shown to noid di scbun  of mfldcntid infomation 
(L)Jcss than 10 anploycd 
m+mt available 
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1975-1980: The public sector dominated the job 
market in the NWAB. In 1975, the public sector 
employed 884 people, or 6 1 percent of total full- and 
part-time employment 'Ihe federal government 
anployed 386 civilians, the militiuy anployed 165 
people, and the state and local government employed 
323 people, 22 percent of total borough employment 
Government accounted for 61 percent of all 
employment in the borough. Using available BEA 
statistics, the transportation industry ranked as the 

r 
second largest mploya in the NWAB. In 1975,12 

percent of the jobs were in the transportation industry. 
'Ihe retail trade ranked third with 9 percent of the 
employed The unemployment rate was only 9.5 
percent. 

Nominal personal income for the NWAB for 1975 was 
$27 million. On a per capita basis, this meant each 
person had an average annual income of $5,536. Real 
personal income declined 3 percent from 1975 to 1980. 

FIGURE 11.17 
NWAB'S LABOR FORCE, EMPLOYED AND UNEMPLOYED, 1975-1 995 

Source: Alaska Department of h b a  

Year 
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Between 1975 and 1980, only 158 new jobs (1 1 FIGURE 11.18 
percent growth) were created m the NWAB. The 
growth largely took place m the construction (+3 15 NWAB, KOTZEBUE AND 
percent), retail (+26.6 percent) and government (+3.9 KIANA,/NOORVIK 
percent) sectors. BY 1980, the unemployment rate TOTAL EMPLOYMENT, 1975-1 995 
rose to a new high of 16.6 percent (as seen m Figure 
II. 17). 

As the economic center for the NWAB, Kotzebue's's 
economy is more diversified than the small villages of 
Kiana and Noorvik. Figure 11.18 shows the 
employment trends for NWAB, Kotzebue, Kiana and 
Nowvik. ADOL figures, for 1980, show 1,204 wage 
and salary jobs m Kotzebue?' Local govemment 
employment was 40 percent (see ~ ~ ~ & d i x  A for 
ADOL labor statistics for Kotzebue and 
K i a n a M d ) .  The next highest sector of 
employment was the federal government at 17 percent 
When adding in state govemment, total public sector 
employment m Kotzebue was 62 percent of total 
employbd 

Again using ADOL figures, Kiana and Noorvik 
together employed 78 people, of wbich 80 percent 
worked for the federal or local govemment Year- 
round jobs were limited to the school district, the city, 
and the local store. 

1980-1985: Between 1980 and 1985,414 new jobs 
were created m the NWAB, 26 percent growth. 
M g  this period, population increased 21 percent 
suggesting some general improvement in economic 
conditions in the borough. Still, in 1985, only about 
half (52 percent) of the aduh population of the 
NWAB was in the labor force. 

The public sector dominated the workforce, 
accounting for 55 percent of all employment, or 1.1 19 
jobs. The service sector inchded 316 jobs, or 16 
pacent of all employment. The retail sector grew by 
64 jobs, or 41 percent growth, over the five year 
period. 

"The U.S. Dcpanmmt ofCanmerce BEA dce not povide a n p l o m  
fi(plrr,brKOQtbuc.UaNoorvit ADOLfil(lrrrs.rrusedfbt 
Ko&cbue.Kiau.adNoorvilrcmploymm KbnarodNooTviL 
anploymcnl n u m b  n combined by AWL AWL did aM hvc 
a n n p e r r M c a n ~ ~ ~ l i w t k y a r s 1 9 7 5 . n d  1976. 

Source: USDOC, Bureau of E c d i  Analysis 
Alrdtr Department of labcu 

By 1985, nominal personal income for the NWAB rose 
to S68 million, up 72 percent over the five-year period. 
Likewise, nominal per capita income jumped 44 
percent. Over the same time period, real personal 
income grew 35 percent For the fivayear period, the 
unemployment rate avcraged 12.9 percent. l'bis clearly 
understates actual employment because many adutts are 
not in the labor force and therefore are not included m 
unemployment statistics. 

Kotzebue's 24 percent growth in I I 1 -  and part-time 
employment paralleled growth m the borough overall. 
From 1980 to 1985,69 percent of the new jobs m the 
borough (286 jobs), were located in Kotzebue. Growth 
occurred mostly in the service (90 new jobs) and local 
government (161 new jobs) sectors. Employment 
actually fell m the transportation sector and federal 
government 

Kiana and Noorvik also experienced growth m 
employment. Most of these jobs, 92 percent of all 
full- and part-time jobs, however, remained m local 
government sector. Jobs m local government doubled 
by 1985. Wbereas, the NWAB overall and Koaebue 
were becoming less reliant on public sectorjobs, Kiana 
and Noorvik became more. 
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198519903 Relative to the other areas of study, the 
MYAB was, to a large degree, removed from the 

1 h t i c  growth m the early 1980% and the subsequent 
recession. 7his is not to say, however, that there was 
no effect on the local economy. The local government 
employment remained dependent on W i n g  through 

d the stare's programs (see discussions m Volume 2, 
Part 1). Tbese assistance programs and capital 
expenditures slowed as state government reduced 

, fuading. In 1986, the unemployment rate reached 
15.4 percent. The peak month unemployment rate 
was 19.9 percent. The NWAB was the first region m 
the state to be designated as an economically 
distressed zone under the new local hire law 
provisions enacted m 1987 because of the area's high 
unemployment. 

Events within the region helped to expand the private 
sedw for and lessen its dependence on the public 
sector. For htame, the Maniilaq Association, a 
Native-owned nonprofit organization, took over the 
Indian Health Service facility h m  the federal 
government m 1987, resulting in 25 percent growth m 
tbe service sector from 1986 (federal govenunent 
employment fell 26 percent at the same time). 

A key economic development event m the borough's 
history was construction of Red Dog Mine. The mine 
was developed during 1987-1989 at a total cat of 
$415 million. During this period it was the second 
largestprivateanployerinNWAB. Themineopened 
late m 1989, with 279 pexmanent mining jobs. In 
addition to private sedor job opportunities for local 
residents, the mine provided a desperately needed tax 
base for the borough (as discussed in Volume 2, Part 
1 Report). By 1990, public sector dominance waned 
to only 40 percent of total employment. 

The mine's impact on personal income for the region 
was substantial. By 1990, total nominal personal 
W e  was $89.8 million, a 33 percent increase over 
the past five years. Real personal income was up 21 
percent. In one year (from 1989 to 1990), real per 
capita personal income jumped 1 1 percent. 

The shifts in the NWAB employment picture are 
reflected in the employment picture m Kotzebue. By 
1990, its reliance on the public sector to employ its 
residents had also dropped to 50 percent. 

Local government continued to dominate employment 
m Noorvik and Kiana. Local government accounted 
for 8 1 percent (79 jobs) of the total employment. Tbe 
only other two sectors that registered any employment 
were services (12 jobs or 12 percent) and retail (six 
jobs or 6 percent). 

1990-1995: The Red Dog Mine became fully 
operational in 1990. Coswned by the regional Native 
corporation, NAN& and Cominco Mmmg Co., the Red 
Dog provided stable, year-round mining jobs for many 
residents of the borough. Real personal income 
continued to rise, climbing another 7 percent between 
1990 and 1995. 

The borough's dependence on government continued 
to decline. In 1995, only 30 percent of all jobs were in 
the public sector. The largest public sector employer 
was the NWAB school district, with more than 400 
employees. In the private sector, the largest employer 
was Maniilaq Association, followed by Cominco (Red 
Dog Mine). 

The community of Kotzebue benefitted the most from 
the new developments in the NWAB's economy. For 
example, m 1993 the S35 million AlaskaNative Health 
Service hospital was com&ucted. 

An oddity m tbe ADOL figures show that a major shift 
occurred in Kiana and Noorvik's private sector 
employment in 1994. Then wae 47 new positions 
created in the service sector. For the first time, 
employment m the private sector (50.2 percent) 
surpassed employment in the public sector ( 49.7 
percent). 

The key trend in the NWAB over the 20-year period 
was the shift from public sector dominance to a greater 
private sector role. These shifts were a result o f s e v d  
factors: I) the establishment and growth of the Native 
regional and village corporations, 2) improvements to 
the social, economic and industrial mfrastmcture 
funded by the federal and state govemmen~ 3) transfer 
of federal and state govemment services to private 
nonprofit services, and 4) the development of the 
world-class Red Dog Mine. 



Chapter Ill: Sector Analysis 

A. Introduction 

Chapter 111 focuses on employment in sectors of the Alaska's oil industry employment Short-term price 
economy directly or i n d i i l y  affected by oil industry changes had little impact on oil industry employment 
activity and revenues. This includes the oil and gas in Alaska 
industry, the construction idustry, tmqmtation, state 
government and local government It also includes Employment in Alaska oil extraction industries grew 
brief ovaviews of other important components of the 78 percent between 1975 and 1980, b m  3,300 jobs to 
Alaska economy, such as the federal government and 5,900 jobs in 1980.= 
military. 

B. Oil and Gas Sector 
FIGURE 111.1 

ALASKA'S OIL EMPLOYMENT AND 

Oil and gas-related jobs fall mto one of three sectors, 
PRODUCTTON, 1975-1 995 

oil and gas extraction and production (i.e., finns 
engaged m the general omon of properties), oil and 
gas manufacturing (i.e., value-added activities), and oil 
and gas service industries (i.e., firms providing 
services to companies operating oil properties). 
However, in ADOL and BEA data, oil and gas 
industry-related employment is spread among the 
mining, construction, manufacturing, transpodon 
and service sectors. 'lhis section addresses oil and gas 
extraction and production employment (classified 
under "mining" m BEA and ADOL statistics) as well 
as oil and gas-related manufacturing. 

Oil industry employment in Anchorage includes 
primarib' support staff (e-g., m e r S ,  m M t a n &  
technicians, clerical) and professional staff (e.g., 
geologists, engineers) for the field operations located Source: USDOC. Bureau of Economic Analysis 
in Cook Inlet and the North Slope. Oil and gas ~ l r s k a  ~cpartment of Revenue 
employment in KPB comprises production, 
manufacturing and service operations. There is no oil 
and gas industry employment in the NWAB. 
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c Oil Production 
A laska 's  Oil Employment 

Following completion oftbe S9 billion trans-Alaskaoil 
pipeline in 1977, Alaska's oil industry grew rapidly. 
Employment in the industry followed production 
trends: rising through the 1980s then trending down F a  p i v q  reasons the US Department of Commacc docs mt 
through the 90s, tbough employment began to decline povidc oil m d  gas artroction anployment figures fk 1975-1987. 
a few years in advance of production decline (See and 1989-1990. Estimates of Alaska oil a d  ys extraction 

Figure lI1.1). employment fa these yc;trs re 88.0 pacent of total mining*. 
This pacent was selected baxd on the n q e  percent of 89.1 of 
oil md gas jobs to total miningpbs for the yean of 1988. md 

Figure 111.2 shows how the price in oil affected 1991-1995. 
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FIGURE 111.2 sector was $687.3 million, or 8 percent of total payroll 

ALASKA'S OIL EMPLOYMENT AND in Alaska 

OIL PRICES, 1975-1995 
IN REAL 1995 DOLLARS 

Between 1980 aod 1982, anployment in the sector 
grew 37 percent to peak at 8,100 jobs in 1982. 

Employment fell 9 percent in 1983 (to 7 3 00 jobs) but 
tunred around in 1984, rising 7 percent (to 7,800 
jobs), then peaking in 1985 (at 8 $00 jobs). 

Like elsewhere in the economy, oil sector jobs fell in 
1986 and 1987. The industry lost approximately 450 
jobs in 1986 and another 300 jobs in 1987. The 
number of working oil rigs dropped fiom 23 working 
rigs in 1985 to eight in 1986. 

The number of active drilling rigs grew from nine in 
1987 to twelve in 1988. This rise in activity occurred 
despite oil prices having declined by 20 percent in 
1988, the result of a surplus of drilling equipment 
which pushed down drilling costs by about 30 
percent." 

Oil industry employment increased 1 1 percent in 1988 
m Alaska, rising to 8,600 jobs. 'Ibis represented 4 
percent of the state's total wage and salary 
employment. Payroll for the oil and gas extraction 

* m ~ h s k a  Eawromic T d ,  March 1989 p. 5 

The h o n  Valdez oil spill and its cleanup effort 
pumped hundreds ofmillions ofdollars into the Alaska 
economy. 

There were three components of anployment impact: 
1) the direct ExxodVeca/Nomon employment (peaking 
at 2,830 jobs); 2) the subcontractor-vessel employment 
(peak of 1,685 jobs); and, 3) the accompanying 
support sector anployment (peak of 2,260 jobs).% 

By 1989, ARCO Alaska announced plans to spend 
$375 million on production and exploration in 1989, 
an increase of 70 percent more than 1988. BP 
Exploration also spent $425 million on various capital 
expenditures, representing a 3 1 percent increase more 
than 1988 expenditures. Oil and gas extraction 
anployment continued to grow to 9,100 jobs ( up 6 
percent between 1988 and 1989). A key reason for 
this increase was that oil production became more 
labor intensive as production declined - companies at 
the Rudhoe Bay field increased employment for 
reservoir maintenance, infill drilling and other 
enhanced recovery operations.= By 1990, oil prices 
also started to show recovery and employment grew 
another 10 percent reaching 10,000 jobs. 

For the 20-year study period, the oil and gas extraction 
sextor jobs had reached its peak in 1991 at 10,600 
jobs, representing 4 percent of Alaska total wage and 
salary jobs. 

Alaska's oil and gas sector contracted in 1992. BP 
Erplorarion announced cuts of425 jobs out of its total 
1,600 jobs. ARCO Ahka  also trimmed tbeir 
workforce. Oil companies pointed to declining 
production at Prudhoe for the need to downsize in 
Alaska. Between 199 1 and 1992,1300 jobs were lost 
in the oil and gas industry. These 1992 employment 
drops were more seve-re in this industry than 
experienced during the oil price crash of 1986. There 

=ADCED, A h k a  Economy Pcdmuance R r p Z  1988-89.. p. 
13. 
slbid, p. 13. 
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were hrther cuts in employment (3 percent) in 1993. 

Cook Inlet Oil and Gar Industry: Prior to the 
discovery of Mae Bay, Alaska did have an 
established oil industry m Cook Inlet. Oil was first 
discovered at Swanson River m 1957. Oil production 
peaked m 1970 at 82 million barrels per year." After 
1970, the amount of oil produced dropped 
dramatically, but s t a b i l i i  after 199 1. 

Figure UI.3 shows KPB's oil and gas industry 
anployment Figure U1.4 shows KPB's oil-related 
wage and salary earnings. According to ADOL, there 
were 783 jobs in the oil extraction and production 
sector in 1980. By 1985, there were 827 jobs in the 
extraction and production category, about 15 percent 
of total borough employment During this time, 
Marathon Oil built a new drilling platform m tbe Cook 
Inlet which provided 60 MI-time jobs for tbe Kcnai 
area. 

The number ofjobs peaked in 1986 (935 jobs), but fell 
19 percent in 1987. By 1989, most of these lost jobs 
had been recovered. 

The period from 1990 to 1995 was marked by 
industrial consolidation and very slow decline in oil 
and gas industry employment Unocal trimmed its 
workforce in 1992. About 40 oil and gas industry jobs 
were eliminated on the Kemi Peninsula in 1994 when 
Marathon acquired gas field interests fiom Unocal in 
exchange for the operation of two Cook Inlet platforms 
and a storage facility. 

FIGURE 111.3 

KPB'S OIL AND GAS EMPLOYMENT, 
1980-1995 

r 1 

Years 

+Total Oil & Gas Industry Employment 
-, Oil 8 Gas Exwadion 8 Production 

4 & Gas Manufacturing 

ha: Alaska Department of L.bor 

FIGURE 111.4 

KPB'S OIL AND GAS EARNINGS, 
1980-1995. IN REAL 1995 DOLLARS 
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Source: USDOC. Bureau of Economic Analysis 

%ai Peninsula Borwgh Economic Dtvtlopment Distriq hc. 
OirrmdGoslnmutry R e m p .  1 
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Tbe KPB hosts most of Alaska's oil and gas 
manufacturing hhsbucturc. Tesoro-Alaska Refinery 
Chporation buih a refinery m 1%9. Tbis refinery 
produces propane, motor gasoline, jet fuel, heating 
fuel, diesel fuel, and asphalt. Unocal Agricultural 
Products first buih a plant in 1%8, and expanded m 
1977 to produce ammonia fertilizer, and in 1979 to 
produce urea. At that time Unocal operated the largest 
complex of this type on the West Coast. Phillips 
Petroleum Company owns theonly base-load liquefied 
natural gas (LNG) plant in North America (buih in 
1%9). Before closing its doors m 1991, Standard Oil 
produced asphak jet fuel and diesel fuel. 

According to ADOL data in 1980, there were 450 oil 
manufacturing jobs m the KPB, which dropped to 437 
jobs in 1988. By 1995, mploymentreached482 jobs. 

C. Infrastructure Sectors 

1. Construction 

In 1975, construction of the pipeline, had pushed 
construction industry employment to just over 26,000 
jobs, representing 13 percent of total wage and salary 
employment. Construction employment continued to 
climb m 1976 and peaked at 3 1,250 jobs (1 5 percent of 
total state employment). Construction payroll of $1 
billion represented a third of total Alaska payroll. 

remaining study period), 

Figure 111.5 shows the relationship between Alaska's 
construction employment and the State of Alaska's 
capital appropriations. For four years the state spent 
more than a billion dollars a year on capital 
construction projects (see Volume 1 Report). 

Construction employment began dropping in 1984. A 
decline in state spending resulting fiom the rapid drop 
m oil prices compounded the deceleration already 
started by commercial and residential over- 
development. Construction employment dropped fiom 
21,800 jobs in 1983 to a low-point of 9,500 jobs m 
1988. Nominal payroll dropped fiom $1 billion in 
1983 to $385 million in 1988. 

FIGURE 111.5 

CONSTRUCTION EMPLOYMENT AND 
STATE OF ALASKA CAPITAL 
APPROPRIATIONS, 1975-1 995 

IN REAL 1995 DOLLARS 

Over the next three years, construction employment 
declined to its pre-pipeline level of 10,500 jobs. 
Payroll dropped to $366 million before bottoming-out 
m 1979. 

Expenditure of oil revenues by the State of Alaska, 
coupled with dramatic residential and commercial 
expansion in urban Alaska, spumed the next boom m 
construction m the early 1980s. During the 1980- 
1983 perid, construction employment grew at a 
average rate of 25 percent per year. Employment 
peaked at 2 1,800 jobs, or 9 percent of the state's total Swcc: USDOC. B m  of Economic Analysis 

wage and salary employment, in 1983. Nominal 
payroll peaked m 1983 at $1.4 billion (the highest 
amount since pipeline construction and for the 
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FIGURE 111.6 FIGURE 111.7 

CONSTRUCTION EMPLOYMENT ALASKA, ANCHORAGE AND KPB 
AND PAYROLL, 1975-1995 CONSTRUCTlON EMPLOYMENT 
IN REAL 1995 DOLLARS 1975-1 995 
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'Ibe construction industry rebounded m the late 
1980s' the result of several facton, including a 
healthy economy, lower interest rates, and retail 
expansion. Construction employment climbed from 
10,400 jobs in 1989 to 13,800 jobs m 1995. 

Anchorage: In 1975, 31 percent of the state's 
construction employment was Anchorage-based. 
Construction comprised 8 percent of Anchorage's 
tdal employment. During the 1970s Anchorage 
construction employment peaked in 1977 at 9,000 
jobs. Employment declined at an annual rate of 9 
percent for the next three years. In the early 1980s, as 
oil revenues were pumping into the Anchorage 
economy and consumer and investor confidence 
soared, the Anchorage construction industry jumped 
from 6,700 jobs in 1980 to 13,200 jobs in 1984. 

+ lUaska Employment + Anchorage Employment 
-PKPBEmploymant 

Swcc: USDOC. Bureau of Economic Analysis 

From 1984 to 1988 just over half of Anchorage's 
wnsbvction employment was lost (6,700 jobs). 

The average annual employment growth rate between 
1990 and 1995 was 3 percent, with total employment 
reaching 9,100 jobs in 1995. 

KPB: Data is not available on wnstruction employment 
trends m the KPB prior to 1979, though it is likely that 
the borough followed the same trend as other urban 
Alaska communities. As new schools, roads, sewer 
systems, and recreational facilities were built m the 
boom period of the 1980% KPB's construction 
employment ballooned 140 penxnt, or an average 
annual growth rate of 20 percent, to 2,200 jobs by 
1985. Like everywhere in Alaska, the construction 
sector contracted with the 1986 recession. Between 
1985 and 1988, 865 construction jobs were l a  
Between 1990 and 1995, KPB's construction 
employment grew at an average annual rate of 7 
percent, climbing to 1,600 jobs in 1995. 

NWAB: The construction sector in the NWAB had 22 
jobs, representing 2 percent of total NWAB 
employment m 1975. Employment peaked m 1981 at 
183 jobs, or 10 percent of all NWAB jobs. This was 
the highest number of jobs recorded m the NWAB's 
wnstruction sector for the study period. The sector's 
employment and earnings fell below 1975 levels by 
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1987 when 19jobs were counted. By 1988, there was 
a jump to 73 construction jobs, largely attriiuted to 
Red Dog Mine development. Mine construction jobs 
were temporary and, by 1989, construction 
employment dropped to 52 jobs. Employment fell to 
12 jobs by 1992 and rose to 25 jobs by 1994 (no BEA 
figures are available for 1995). By 1994, the 
conshdion sector employed 1 percent of all NWAB 
aaployment, and representing 2 percent of total 
NWAB industry earnings. 

Using ADOL figures, construction employment in 
Kotzebue represented 3 percent of total Kotzebue 
employed in 1980. L i e  in the NWAB, Kotzebue's 
construction employment peaked in 1981 at 59 jobs. 
'Ibis number dropped off significantly and by 1985, 
less than 1 percent of Kotzebue's employed were in 
the constntction sector (0.5 percent, or eight jobs). By 
1990s, there were 35 construction jobs and five years 
later, there were 41 jobs registered, making up 3 
percent of total employed. 

In the communities of Kiana and Noorvik, the only 
construction employment accounted for was one job 
in 1981-1982,1992-1993 and 1995. Therewere two 
jobs reported in 1994. For the remainder of the years, 
there were no construction jobs reported. 

2. Transportation, Communication & 
Utilities 

Transportation, communications and utilities (TCU) 
is a broad industrial sector that is directly and 
indirectly affected by the oil industry. 

Most directly related to the oil industry is the pipeline 
sector including maintenance and operation of the 
pipeline by Alyeska Pipeline Service Company. 
Between 1975 and 1978, pipeline employment in 
Alaska jumped fiom 76 jobs to 1,400 jobs. After a 
year of operation, pipeline employment dropped 22 
percent to 1,090 jobs in 1979. Employment slowly 
declined to 900 jobs in 1986 but then climbed back to 
1,400 jobs in 1992. Employment data after 1993 was 
not disclosed, however, Alyeska Pipeline Service 
Company reportedly downsized by 60 jobs in 1994. 

TCU employment overall in Alaska averaged 16,600 
jobs in 1975. Employed dipped to 15,600 jobs over 
the next two years but then began a string of seven 
consecutive years of growth. By 1984, TCU 

employment in Alaska totaled 19,200 jobs. The 
recession brought four straight years of decline with 
employment bottoming-out at 17,600 jobs in 1988. 'Ihe 
oil spill pushed employment in this sector up to 2 1,400' 
jobs in 1989, a single year increase of 22 percent. In 
hct, a large share of spill cleakup employment was 
reported in the utilities sector (sanitary services, 
specifically) which saw employment jump from 1,900 
jobs in 1988 to 4,500 jobs in 1989. 

FIGURE 111.8 

ALASKA'S TRANSPORTATION, 
COMMUNICATIONS AND UTILITIES 

EMPLOYMENT, 1975-1 995 
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FIGURE 111.9 

ALASKA'S AIR TRANSPORTATION, 
PIPELINE, COMMUNICATION AND 

unLlTY EMPLOYMENT, 
1975-1995 

Source: USDOC. B u m  of Economic Analysis 

Anchorage: TCU employment in Anchorage in 1975 
averaged 7,900 jobs. Employment in this sector grew 
steadily, with a minor down-tick after pipeline 
construction, to 8,700 jobs in 1980. Growth 
continued m the early 80% with employment rising to 
10,400 jobs in 1985. Recession pushed employment 
down to 9,900 jobs in 1986, but only temporarily. 
The sector added 800 jobs in 1997 alone, dipped 
slightly in 1988, then entered a longer term growth 
period. Between 1988 and 1994, TCU employment m 
Anchorage climbed from 10,600 jobs to 14,500 jobs 
m 1994. TCU employment dropped m 1995, mostly 
the result of the demise of MarkAir which resulted in 
the loss of 700-800 air transportation workers m 
Anchorage. 

'Ihe oiI spill had a positive impact on the 
transportation sector in Anchorage. Air cargo traffic 
went up 60 percent in 1989, much of which was 
related to oil spill equipment. Additionally, 
Anchorage began to gear up for a boom in the air 
cargo handling business with Federal Express's 
expansion plans and its acquisition of the Flying 
Tigers in 1989. By the early 1990s Anchorage 
International Airport topped the nation for 

inteanational transit cargo (measured by landed weight), 
beating out New York and Dallas. 

KPB: KPB's employment in this sector was 82 1 jobs, 
(6 percent of KPB's total employment) in 1980. TCU 
jobs started to drop off in 1985 and continued through 
1986. 'Ihe Exxon Valdez oil spill benefitted the KPB's 
transportation, communication and utilities sector in 
1989. Between 1988 and 1989, employment increased 
70 percent to 1,577 jobs. In 1990, the sector had 1,340 
jobs (representing 6 percent ofKPB's employment, and 
6 percent of total sector employment). Over the next 
five years, the sector's employment had an average 
annual growth rate of 2 percent with a net increase of 
152 jobs. 

M B :  Transportation employment represented an 
important source of cash-paying employment in 
NWAB. In 1975, there were 173 sector jobs in 
NWAB, representing 12 percent of total NWAB 
employment. Almost all, if not all, of these jobs were 
located m Kotzebue. 

'Ibe lowest number of jobs in this sector was recorded 
in 1986 with only 109 jobs. 'Ihanks to the Red Dog 
Mine development m 1987, this sector's employment 
recovered to pre1985 levels. By 1990, the TCU sector 
employed 221 jobs, or 9 percent of totai NWAB 
employment. Five years later, employment had grown 
to 263 jobs, representing 9 percent of total NWAB 
employed. According to ADOL, Kotzebue had 235 
jobs in the sector, making up 14 percent of Kotzebue's 
employed. Noorvik and K i a  only had one job 
reported fiom 1983 to 1985, and fiom 1992 to 1995. 

D. Support Sectors 

1. Trade (Wholesale and Retail) 

In 1975, Alaska had a relatively underdeveloped retaii 
sector. There were 30,200 jobs in the sector m 1975, 
accounting for 5 percent of total state employment. By 
1985, there was 52,400 jobs, or 17 percent of total state 
employment. By 1995, when there were 68,000 jobs 
in the sector. Proportionately, the sector crept up to 19 
percent of total state employment. 

The trade sector was not immune, however, fkom the 
effects of the 1986-1988 recession. Employment 
dropped 9 percent between 1985 and 1987, the loss of 
3,500 jobs. However, by 1990 the sector had surpassed 

Vdume 2. Put 3 Report Pago 37 Ychwel l  Group. Inc. 



1985 anployment levels, reaching total employment data is available), 20 percent in 1985, and 25 percent in 
of 39.100. Since 1990. Alaska's economy has added 1995. From the 1979 to 1995, retail employment in the 
6,900 jobs. KPB grew from 1,500 jobs to 4,300 jobs. 

Years 
+ Trade Real Payroll (S) + Trade Employment - 

FIGURE 111.10 Recession impacts were comparatively modest in the 
KPB retail sector. Only 139 jobs were lost in 1986, a 

ALASKA'S RETAIL AND 5 percent hit. 
WHOLESALE TRADE EMPLOYMENT 

AND PAYROLL, 1975-1 995 The retail sector in NWAB accounted for 124 jobs in 

IN REAL 1995 DOLLARS 1975,9 percent of local employment With an average 
annual growth rate of 6 percent, the retail sector 
reached 309 jobs by 1995,12 percent of all jobs. 

Kotzebue's retail and wholesale trade sector 
employment fluctuated significantly year-year. 
Kotzebue had 1 13 retail jobs in 1980, or 9 percent of 
all Kotzebue jobs. By 1990, the retail and wholesale 
trade sector included 126 jobs and by 1995, totaled 
167 jobs, or 10 percent of all Kotzebue employment 

2. Finance, lnsurance & Real Estate 
(FIRE) 

'Ibe average real wage for a worker has fallen 
significantly over time. In 1975, the average trade 
employee made S28,899; in 1980 the average was 
S24,237. Wages fell, S23,232 in 1985, then 14 
percent to $19,975 in 1990 and a n h a  15 petcent to 
$16,994 in 1995. 

The trend in Anchorage's sector closely 
followed statewide trends. The retail sector accounted 
for 12,300 jobs in Anchorage in 1975,14 percent of 
all wage and salary employment. By 1980, there were 
15,000 jobs in the local retail sector, rqmsenting 16 
percent of total employment. Retail's share increased 
to 18 percent in 1985 (23,400 jobs) and 2 1 percent in 
1995 (28,400 jobs). 

In 1975,the FIRE sectors employed 16,500 workers in 
Alaska, 7 percent of total employment in the state. 
Like h e r  components of the support sector, FIRE 
employment expanded rapidly as money hm the 
pipeline construction project started to flow mto the 
state. Employment m banks jumped from 3,000 jobs in 
1975 to 3,900 jobs in 1978. Insurance employment 
jumped from 750 jobs in 1975 to 1,200 jobs in 1978. 
Overall, by 1980, FIRE accounted for 21,500 jobs. 

The financial industry was one of the primary 
beneficiaries of the 1980-1985 boom. Bank assets in 
the state more than doubled f b m  less than $3.3 billion 
m 1980 to almost $7 billion in 1985.n Total bank 
deposits grew almost as rapidly as assets, h S2 
billion to S4.2 billion.= Banking employment climbed 
h m  3,700 jobs in 1980 to 5,800 jobs m 1985. Real 
estate employment was more mode* rising from 1,400 
jobs to 1,900 jobs during the same period. 

The 1986-87 recession brought the only measurable 
down-tick in retail employment, when Anchorage lost 
2,389 trade sector jobs. 

The same story was repeated m the Kenai Peninsula 
Borough. Retail employment accounted for 17 percent 

n ~ ,  Division of Banking 
of total wage and salary employment m 1979 (the year =AIKX. Alarka E k w m i c  Tmds. November lW, p 6 



FIGURE 111.1 1 
ALASKA'S FlRE EMPLOYMENT AND 

PAYROLL, 1975-1 995 
IN REAL 1995 DOLLARS 
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1985 brought signs of weakness in the real estate 
market. For example, there was a 58 percent increase 
in the value of Other Real Estate Owned (OREOs) 
held by banks.29 Soon OREOs basically translated 
into real estate loans gone bad, with fhc banks left 
holding file pr0peIl.y. 

1986 became a turning point for the state's financial 
institutions. 'Ihis combination of nonperforming 
loans and declining real estate values brought trauma 
to many of the state's financial institutions. By 1986, 
more than half of the banks and all of the service and 
loan companies were losing money. Between 1985 
and 1990, banking sector employment declined by 
1,700 jobs, falling to 4,100 jobs total. 

While the retail and service sectors had almost fully 
recovered h m  the recession by 1988 or 1989, the 
FIRE sector continued to struggle. However, as 
interest rates declined in the early 1990s. and 
mortgage rates made commercial and residential real 
estate more auractive, the financial sector's position 
improved. Banking employment climbed fiom 4,100 
jobs in 1990 to 4,700 jobs in 1994. 

the early 1990s. rising from a recession-low of 1,75 
jobs to 2,400 jobs by 1995. Only the insurance sector 
has never fully recovered from the recession. Insurance 
sector employment hovered between 1,900 and 2,100 
jobs between 1989 and 1995, well below the pre- 
recession peak of 2,700 jobs. 

As Alaska's financial center, most FIRE employment 
is based in Anchorage. In 1975.68 percent of FIRE 
sedor jobs were based in Anchorage. FIRE 
employment in Anchorage jumped fiom 1 1,200 jobs m 
1975 to l5J00 jobs by 1979. Employment dipped by 
2,100 jobs m 1980 and 1981 before rising to 15,700 
jobs in 1985. Recession resulted in six consecutive 
years of employment decline, finally bottoming& in 
1992 at 1 1,100 jobs. After rebounding in 1993 to 
11,700 jobs, FIRE employment continued to slide 
through 1995, when employment totaled 10,900 jobs. 
By 1995, the proportion of Anchorage FIRE 
employment to the state's FlRE employment had 
slipped to 59 percent. 

Between 1979 and 1985, employment in the KPB's 
FIRE sector was steady at around 1,100 jobs. 
Employment in the sector peaked in 1986 at 11,200 
jobs, then declined slowly and steadily to 870 jobs in 
1934. In 1995, there were 950 jobs, making up 4 
percent of all employment. 

FIRE employment in the NWAB was generally a very 
small and erratic component of the borough economy. 
In 1975, there were 66 FIRE jobs in the borough,5 
percent of total employment. Fire employment jumped 
to 102 jobs in 1977, then fell to 31 jobs in 1980. 
W i i n  four years FIRE employment had climbed to 92 
jobs. It climbed slightly throughout the recession 
years, peaking in 1990 at 1 15 jobs. NWAB FIRE 
employment stood at 97 jobs in 1995. 

The service sector comprises a diverse group of 
businesses, e.g., hotels, personal and business services, 
auto repair and servicing, recreation, motion pictures, 
health, legal, educational, social and engineering 
services, as well as museums and membership 
organizations. 

Employment in the real estate sector also increased in With the exception of 1978, and 198687, the service 
sector increased employment every year of the 20-year 
study period. The average annual growth rate was 4 

%id. p 6 
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percent, and over the 20 years, the sector's 
anployment grew from 28,900 jobs m 1975 to reach 
64,600 jobs in 1995 (a 1 17 percent increase). 

Proportionately, the service sactor grew from 16 
percent of total employment m 1975 to 21 percent m 
1985 and reaching 26 percent in 1995. In 1975, 
payroll for the service sector was 12 percent of total 
payroll. In 1985, it was 14 percent, and by 1995, it 
had grown to 17 percent of total payroll. 

The fastest-growing components of the service sactor 
ova the 20-year period include: 1) health services 
(9,300 new jobs, +210 percent), 2) social services 
(4,300 new jobs, +192 percent) 3) membership 
organizations ) 3,300 new jobs, +90 percent). 

FIGURE 111.12 
ALASKA'S SERVICES 

EMPLOYMENT AND PAYROLL, 
1975-1 995 

IN REAL 1995 DOLLARS 
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H~ervices Papa  (red 19W) 

Swrce: USDOC. Bureau of Economic Aualysii 

KPB (6,400 jobs). Unlike other areas of urban Alaska, 
KBP's service sector actually grew during the 1986-87 
period, jumping by 14 percent between 1986 and 1987 
and another 11 percent in 1988. Tourism-related 
growth in the borough may have saved the borough 
from the service sector decline that hit other 
communities in Alaska during the recession. 

Employment statistics for the service sector m the 
NWAB are not available prior to 1982 or post 1990, 
because too few companies reported employment 
(making the data nondisclosable). Starting m 1982, 
there were 253 service sector jobs m the NWAB, or 12 
percent of all NWAB jobs. 'Ihere was a slight 
contraction m the sector's employment in 1984, 
however, every other year, where figures are available, 
the sector expanded. Similar to the KPB's experience, 
the NWAB service sector increased through urban 
recession of the mid- 1980s. By 1990, there were 552 
service sector jobs m the borough, up 1 1 8 percent from 
1982 with an annual average growth rate of 1 1 percent. 
Almost 22 percent of all NWAB jobs were in the 
service sector. Data is not available after 1990. 

Tbe service sector m Kotzebue grew from 128 jobs m 
1977,to 177jobsin 1982,andto394jobsin 1990. By 
1995, there were 5 14 service sector jobs in Kotzebue, 
or 31 percent of total employment. Kiana's and 
Noorvik's service sectors were quite small, registering 
one job in 1977 and 1985. Eight jobs were created in 
1989, and by 1993, there were 19 jobs. Employment m 
the service sector jumped m 1994 and 1995, when 63 
new jobs were created This expansion made the 
service sector responsible for43 percent 0fKiana.s and 
Noorvik's total employment. 

4. State Government 

Figure 111.13 graphs Alaska's state govenunent 
employment and real payroll for the 1979-1 995 period 

In 1975, there were 20,000 service sector jobs located (BEA does not breakout employment statistics for state 

m Anchorage, 19 percent of total Anchorage government prior to 1979). In 1979, the State of 

anployment. By 1985, service sector employment Alaska had 14,700 jobs (inchding University of Alaska 

had climbed to 36,600 jobs, or 24 percent of all employees). State government employment jumped to 

Anchorage jobs. Finally, by 1995, employment had 15,200 jobs m 1980. Between 1980 and 1985, slate 

reached 48,400 jobs, or 29 percent of total government employment grew at w average mual rate 

anployment in Anchorage. of 6 percent, reaching 20,200 jobs. By 1985, the state 
payroll represented 6 percent of employment and 10 

Almost 16 percent ofKPB's total employment in 1980 

- - 
percent of ~laska's to& payroll. 

was in the services sector (2,100. jobs). By 
1995,scrvices comprised 25 percent of all jobs in the 

Declining oil prices and state govanment revenues m 
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1986 resulted in the lay-off of 284 state workers in 
1986 and another 1,357 workers in 1987. All told, the 
state government labor force was cut by 8 percent in 
1986 and 1987. 

As drastic were the cuts, it is noteworthy how quickly 
the job losses were recaptured. By 1989, state 
government employment had surpassed 1985 levels 
(reaching 20,400 jobs). Employment levels dipped in 
1991 and 1992, but grew again in 1993 and 1994. In 
1995, state government accounted for 2 1,500 jobs in 
Alaska 

FIGURE 111.1 3 

ALASKA'S STATE GOVERNMENT 
EMPLOYMENT AND PAYROLL 

1979-1 995, IN REAL 1995 DOLLARS 
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In 1980, state government accounted for 4,900 jobs in 
Anchorage. For the next five years, Anchorage's state 
government employment grew 47, almost 14 percent 
faster than it did statewide. State employment grew 
13 percent in 1981,lO percent in 1982, and 7 percent 
in 1983. By 1985, there were 7,200 state government 
jobs in Anchorage, or 5 percent of all jobs. 

Similar to the cuts realized at the statewide level, 
Anchorage also lost 9 percent of its state jobs in 1986 
and 1987 (617 jobs lost). Recovery started in 1988 
and by 1990, Anchorage reached a new high in state 
government employment with 7,500 jobs. 

In the last five years of the study period, state 
government employment continued to grow, 
increasingat an average annual rate of 2 percent. The 
number of 
state government jobs peaked in 1994 at 8,300 jobs. 

In 1980.4 percent of the state government work force 
was employed in the KPB, where 5 percent of Alaska's 
population resided. Over the 1980- 1985 period, state 
govemment employment grew at an average annual rate 
of 10 percent, a higher rate than the 6 percent rate for 
state govemment employment as a whole. 

Along with other areas on the state, KPB also lost state 
government employees after the 1986 oil price bust. 
Tbe jobs lost, however, were relatively minor, only 42 
jobs, and by 1988, the KPB had reached an all-time 
high for state govemment jobs (914jobs). Almost half 
of the growth (70 new jobs) was allributed to new 
positions at the Spring Creek Correctional Center in 
Seward. 1990 marked the peak year for state 
government employment in KPB for the study period 
with 1,080 jobs. The last five yean of state 
govemment employment wavered, but by 1995, it 
leveled out betwten 1,000 and 1,100 jobs. 

In 1980, the NWAB economy included 69 state 
government jobs. Thirty-six jobs were created overthe 
next five years, at an annual growth rate of 1 1 percent. 
NWAB did not see any dramatic loss of jobs in 1986- 
87. In fact, only one job was lost in 1986 ,and two jobs 
were added in 1987. Also, unlike Anchorage's and 
KPB's experience, state government employment did 
not expand in the late 1980s and early 1990s. Ln fact, 
f b m  1988 on, there was a downward trend. By 1995, 
there were only 63 state government jobs, comprising 
2 percent of the total employment in NWAB. 
Comparing BEA employment figures with ADOL, it 
appears that most if not all of the state govemment 
employment was located in Kotzebue. AWL accounts 
for only one to two jobs in Kiana and Noorvik fiom 
1991 to 1995. 

5. Local Government 

In 1979, Alaska's economy included 20,100 local 
government jobs. Between 1980 and 1985, local 
government employment grew by 36 percent, adding 
7,700 jobs (totaling 27,800 jobs), an average 6 percent 
growth each year. 
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FIGURE 111.14 

ALASKA'S LOCAL GOVERNMENT 
EMPLOYMENT AND PAYROLL 

1979-1995, IN REAL 1995 DOLLARS 

Local government grew mostly m response to 
increased education needs fed by population growth 
and other demographic changes, as well as higher 
expectations of local midents for government 
services (see Volume 2, Part 1 Report). The ability to 
expand employment to meet the service needs of a 
rapidly increasing population was a result of a sharp 
inaease in state financial assistance in tbe form of 
revenue sharing, and municipal assistance, and school 
foundation monies (see Volume 1, Part 1 Report, 
Table UIA.2, Table IlI.B.1). Those communities 
without a tax base, largely m rural parts of the state, 
were able to provide more services to their population 
as a result of the additional state support. 

'Ibese forms of assistance resulted in local 
governments becoming dependent on state 
disbursements for financing their operations. As an 
example, 18 percent of the Municipality of 
Anchorage's operating budget came fiom the state m 
1977. By 1987, state support haeased to 23 percent. 

Because of this dependence on state revenue, 
declining oil prices brought hardship to local 
governments as well Statewide, local government 
employment declined 4 percent fiom 1985 to 1988. 
Two years later, local government employment had 
recovered to the all-time high of 28,700 jobs. 

During the 1990 to 1995 time period, local government 
employment grew at an average annual rate of 2 
percent, reaching a total of 3 1,000 jobs m 1995. 

In Anchorage, local government employment m 1980 
totaled 7,100 jobs, representing 6 percent of total 
Anchorage employment. By 1985, local government 
employment increased to 8,700 jobs. With the bust of 
1986, the Municipality of Anchorage laid off city 
workers, closed fire stations and libraries and sold city- 
owned utilities. Also, with real estate values plunging, 
the city was forced to cut its budget by 3 percent. 
Local government employment fell by about 950 jobs 
between 1985 and 1988, an 1 1 percent drop. 

By 1990, local government employment had nearly 
recovered to 1985 pre-oil crash levels, totaling 8,400 
jobs. Between 1990 and 1995, employment in 
Anchorage's local government sector varied from 
8,400 jobs (1990) to 8,900 jobs (1992) and ended the 
period at 8,700 jobs. 

'Ibe employment experience m KPB's local 
government sector differed h m  Anchorage. While, 
KPB's local government also had a rapid growth rate m 
the late 1970s and early 1980s (climbing fiom 1,050 
jobs m 1979 to 1,820 jobs in 1985), its reaction to a 
decrease m state funding differed than m Anchorage. 
As mentioned m the Volume 2, Part 1 Report, the KPB 
avoided some of the jobs losses that Anchorage felt by 
changing the local government workweek drom five 
days to four days. While affecting overall efficiency, 
this approach prevented heavy job losses. For the 1986 
to 1988 period, KPB had a net loss of only 22 local 
government jobs. By 1990, there were 2,000 local 
government jobs in the borough Between 1990 and 
1995, KPB's local government grew at an average 
annual rate of 5 percent and by 1995, there were 2,600 
jobs in local government. 

Local government jobs in rural areas were a vitally 
important source of cash income m the NWAB. In 
1980, there were 580 jobs inNWAB local government, 
or 36 percent of total employment. By 1985, local 
government jobs had increased by 273 jobs, or 42 
percent of NWAB employment. Local government 
employment ia NWAB also suffered during the 1986- 
87 period, cutting 23 percent of its total local 
government employment (the loss of 198 jobs - 10 
percent of total borough employment). Over the last 
five years of the study, the NWAB lost a finther 16 
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percent of its local govemment employment. By FIGURE 111.15 
1995, local govemm&t has Wlen represent 24 
percent of total employment in the NWAB. 

Kotzebue housed most of the local government 
employees for the NWAB. The peak year for local 
govemment employment was 1982, when 756 jobs 
were in the local government, or 47 percent of total 
K e b u e  employment. By 1985, employment 
dropped to 639, or 43 percent of total employment. 
While dipping in 1987 and 1988, by 1990, local 
government jobs had recovered to 666 jobs. The early 
1990s saw further local government declines (166 
jobs lost over the five years) to a total of 500 local 
government jobs, or 30 percent of total Kokebue 
employment. 

In 1980, &ere were 56 jobs in local government in 
Noorvik and Kiana (or 72 percent of total 
employment). These jobs grew to 112 jobs by 1985, 
or 91 percent of total employment. By 1987, Kiana 
and Noorvik lost half of its local govemment 
anployment with only 65 jobs d v i n g  tbe cuts. 
Local government has yet to retum to pr-ion 
levels and as of 1995 totaled 94 jobs, 49 percent of all 
local employment. 

E. Other Basic and Support 
Sectors 

1. Federal Government (excluding 
the Military) 

Figure III.16 shows the trends in Alaska's federal 
government employment (not including uniformed 
military personnel) and real payroll fiom 1975 to 
1995. In 1975, the federal government represented 10 
percent (18,900 jobs) of the state's total wage and 
salary employment. Over the next 15 years (1975- 
1990) federal employment declined slightly (0.1 
percent). Declines in most federal agencies were 
o f k t  by growth in the Postal Service. 

ALASKA FEDERAL GOVERNMENT 
EMPLOYMENT AND PAYROLL 

1975-1995, IN REAL 1995 DOLLARS 

LL Yean 
Fed& Government Employment 

I~m-~avroa 

Source: USDOC. Burerw of Eoonomic Analysis 

Much ofthe decline in federal government employment 
in Alaska occurred as a result of shifting 
responsibilities to state govemment and private non- 
profit organizations. For example, the Alaska Railroad 
was transferred from federal to state ownership. With 
the transfer came a loss of 700 jobs for the federal 
government. Some, but not all of these jobs, were 
retained by tbe state govemment. Employment 
adjustments were also realized in the US Deparbnent of 
Health and Human Services when a combination of 
federal budget constraints and privatization of health 
care services (into the hands of regional Native health 
corporations) occurred. 'Ihe U.S. Department of 
Interior's Bureau of Indian Affa'i (BIA) gradually 
turned over their responsibility for ruraVNative schools 
to the State of Alaska. In 1981, an average of 630 
employees were in schools operated by the BIA. By 
the end of 1986, the BIA had no employees in BIA 
operated schools. 

By 1985, the federal government accounted for 17,300 
jobs in Alaska, 7 percent of Alaska's total wage and 
salary employment. Employment inched up to 18,580 
jobs in 1990. In the 1990s, federal agencies suffered 
from a national agenda to address the growing budget 
deficit by reducing federal spending. By 1995. federal 
government employment had fallen to 17,300 jobs, 6 
percent of total wage and salary employment in Alaska 
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In 1975, the federal government employed 10,700 
workers in Anchorage, 10 percent of total Anchorage 
anployment. By 1995, federal government 
employment had dropped to 10,300 jobs, 6 percent of 
Anchorage employment. 

In KPB, the federal government accounted for 177 
jobs, or only 1 percent of total KPB employment. By 
1995, there were 369 federal jobs in the KPB. 

Proportionately, federal government employment in 
the NWAB was vitally important in the 1970s, but 
declined to much less prominence by 1995. In 1975, 
396 jobs, or 27 pczcent, of total employment were in 
the federal government By 1995, only 62 jobs, or 2 
percent of total employment, remained. All of the 
1995 federal government positions in NWAB were 
located in Kotzebue. K i a  and Noorvik had eight 
federal government positions in 1977. However, by 
1982, there was no federal govemment employment in 
thesc villages. 

2. The Military 

The economic benefits fiom the military's presence 
have beem great in Alaska, providing a solid, albeit 
aoding, economic foundation. Themilitary in Alaska 
is represented by the Air Force, Army, and Navy. The 
two largest military installations, Elmendorf Air Force 
Base (AFB) and Fort Richardson Army Base, are 
located in Anchorage, and the third and fourth largest, 
Eielson AFB and Fort Wainwright, are located in 
Fairbanks. In 1980, the Air Force was Alaska's 
largest military service, representing more than 41 
percent of the military's active duty and civil service 
personnel. This share increased to more than 44 
percent by 1986.m 

In 1975, there were 30,008 jobs in the military. Over 
the next 20 years, the average annual growth late was 
-1 percent. The periods of most rapid decline were in 
the late 1970s, and more recently, h m  1993 to 1995. 
Most of the recent decline occurred at Fort 
Richardson in Anchorage, when it downsized by 
2,000 troops between 1993 and 1994. By 1995, total 
troop strength had reduced to 24,860 jobs, its lowest 
level in 30 years, with the closure of four sizable 
installations and downsizing of other bases. Between 

1992 and 1995, military employment in Alaska dropped 
19 percent Military employment had fallen fiom 15 
percent of the total wage and salary employment in 
1975 to 9 percent of total employment in 1995. 

The largest and most direct economic benefit Alaska 
receives fiom the military was through its payroll. In 
1975, the military's payroll was $690.1 million, or 8 
percent of total wage and salary disbursements m 
Alaska. By 1995, the military payroll was $634.7 
million, or 7 percent of total payroll. 'Ihe military 
earnings in Alaska were the same as its payroll. The 
military effects other sectors' employment, such as 
construction and services. For instance, military 
construction projects have an impact on the Alaska 
economy in a variety of ways depending upon the type 
of construction, but it is estimated by the military that 
50 percent of its total construction budget is spent in 
Alaska3' 

Additionally, military expenditures for operations and 
maintenance at their fhcilities have a greater impact on 
the local economy than construction expenditures. Not 
only was the budget larger, but a higher proportion of 
the money was di-iuted into the local economy. 
Generally, the purchase of services by the military has 
a greater impact on the local economy than does the 
purchase of goods. Services were more Wtely to be 
provided locally whereas goods were usually produced 
andlor purchased outside of Alaska. 

In 1975, the military accounted for 14 percent of 
Anchorage's employment. By 1995, the military only 
accounted for 7 percent of the total Anchorage 
employment. The decline was due to cuts m the 
number of uniformed military in Anchorage coupled 
with growth in other sectors of the economy. The 
military dropped fiom the second largest employment 
sector in 1975 to the fifth largest in 1995. Over the 20- 
year study period, Anchorage remained home to an 
avaage of 46 percent of the military in Alaska 
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FIGURE 111.16 

ALASKA AND ANCHORAGE 
MILITARY EMPLOYMENT, 1975-1995 

Tbe KPB relied significantly less on the military than 
Aachorage. In KPB, the military avaaged around 2 
percent of its total MI- and part-time employment. In 
1979, there were 237 military jobs m the KPB. Tbe 
employment peaked m 1992 at 502 jobs, but fell to 
472 jobs m 1995. 

In 1975, thae were 165 military jobs in the NWAB, 
representing 1 1 percent of the total full- and part-time 
employment. The sector ranked fourtb m 
employment, after the federal and local governments 
and the tramportation sector. Tbe military's 
employment steadily declined to an all-the low of 36 
jobs m 1986, then increased and stabilized in the late 
1980s. Howeva, the NWAB experienced further 
declines m tbe 1990s. By 1995, thae were only 52 
military jobs in the NWAB. 

3. Self-Employed 

Proprietor employment (self-employed psons) m 
Alaska in 1975 totaled 28.41 8 jobs, or 13 percent of 
total MI- and part-time employment m Alaska. 
Proprietor income m 1975 was $708.3 million, 
representing 8 percent of total payroll. For the most 
part, artreprenewship was healthy, and jobs in this 
sector increased each year. One significant exception 
was in 1981 when proprietor employment fell 12 
percent fim 40,959 jobs in 1980 to 36,135 jobs in 
198 1. The sector quickly rebounded by 1982, 

growing 25 percent to reach a new high of 45,185 jobs. 
Growth continued in the sector until 1989. 
Interestingly, 1987 saw a 16 percent growth rate over 
1986. While most sectors in the economy were 
shrinking during this time, an expansion in 
proprietorship may be explained by those people losing 
their jobs, becoming their own boss instead. By 1995, 
proprietors totaled 76,562 jobs. This equated to 21 
percent of the total M- and part-time jobs in Alaska 
The proprietor income reached S 1.3 billion in 1995, or 
14 percent of total payroll. A statewide average 
income for proprietors was S 1 7,007 (1 995). 

In 1975, proprietor employment represented 14 percent, 
or 14,600 jobs, of total Anchorage employment, with 
a total income of $33 1 2  million. By 1995, this d u e  
increased to 18 percent, or 30,200 jobs, of total 
employment. 

FIGURE 111.17 

ALASKA, ANCHORAGE AND KPB 
PROPRIETORS' EMPLOYMENT 

1975-1 995 

Yean 
A b s k a  Proprietors' employment 

~ n c h o ~ a s e  m t m *  employmenl I 
Source: USDOC, Bureau of Economic Analysis 

'Ihcre are a higher proportion of proprietors in the KPB 
than m Anchorage. In 1975,30 percent, or 3,975, of 
the jobs were proprietor employment. The number of 
residents involved with the fishing industry may 
account for this higher proportionate percentage, By 
1995, this percentage grew to 33 percent. KPB 
proprietors accounted for I 1 percent of the state's self- 
employed. Proprietor success is reflected m their 
income of $13 1.6 million, or 26 percent of total KPB 
wage and salary disbursements. An average income for 
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proprietors was $15,844 (1995), falling below the 
state average. 

The entrepreneur class in NWAB started small in 
1975, representing only 4 percent of  total 
employment, but it grew and by 1995, it represented 
9 percent of  total employment, or 269 jobs. 
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APPENDIX A 

EMPLOYMENT AND LABOR FORCE 

ALASKA - STATEWIDE 
ANCHORAGE 

KENAl PENINSULA BOROUGH 
NORTHWEST ARCTIC BOROUGH 
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Appendix A: Kenai Peninsula Borough - Employment 

Y e a n  1975 1976 1977 1978 1979 1980 1981 

Total fulf- .nd part-time employment 

~ Q R '  - 
Farm proprielon' empkyn& 
Nonfarm poprielon' 21 
~~ - 
Nonfarm employment -- 
A g t e r v . . ~ t l y . ~ a n d o t h e r Y  
k&ring 
Consbudion 

Tmspoltation ad public rbTties 
wholesaletrade 
Retea trade 
Fnonce. insuranoe. end d estate 
hvic%s 
~ e n d ~ m ~ r  

Federal. civihl 
-ry 
Stateadbcet 
SWe 
L C d  

Appendix A: Kenai Peninsula Borough - Employment (Continued) 

Years 1~ 1 7  1888 1989 1390 1991 1992 1993 1994 1995 

Total full- and put-time employment 19.863 19.095 18.992 20.095 22060 22.414 23.190 23.259 24.539 25.226 25.422 

Trnsportltiorradplblicutititier 
Wholesalebads 
Retail bads 
Fm.-endrselestate 
sewices 
G o v e m m e n t ~ ~ ~ r p r i s e O  
Fded. civman 
-ry 
sateandbcel 
Statb 
Local 

Sinme: USDC. &reau d Economic Analysis. May 1998 



Appendix A: Northwest Arctic Borough - Employment 

Y88n 1975 1976 1977 1978 1979 1980 1981 

Total fuK and part-time employment 

mJri-='- 
Farm proprietoro' mpbymmt 
N o n ~ ~ ~ ' ~  2l 
Farm mpbyment 
m w n p b y m e n t  
Manpbymenl 

& - . . ~ . k w h m d o l h e r Y  

1-md-rdilities 
Whdesaktrsde 
Retail trade 
Fmancs, immnco, md mal estate 
Servicer 
Gwemmentad~ovemmantcnterpriPes 

Fdmll.civaian - 
Stale md bed 
State 
Locel 

Appendix A: Northwest Arctic Borough - Employment (Continued) 

Tobl full- a d  part-time ~ m p b p m n t  2023 2075 2068 2155 2.317 2560 2594 2.623 2.641 2828 

& ~ . . ~ , l C s h i n A m d o t h e r Y  
rn 

Tmspxbtion md public ut*ttjes 
w w e s a b w  
Retail trsde 
Frwce.inouroncs.mdmal6state 
!hvkas 
--Owemment- 

FedeFolcivilian - 
State md bcal 
Slate 
Locel 



Footnotes for Appendix A: Alaska - statewide, Anchorage, KPB, and NWAB 
Employment 

Total Full- and Part-time Employment by Major Industry 

11 1969-74 based on 1967 Standard Industrial Classification (SIC). 1975-87 
based on 1972 SIC. 1988-96 based on 1987 SIC. 

2/ Excludes limited partners. 
31 "Other" consists of the number of jobs held by U.S. residents employed 

by international organizations and foreign embassies and consulates in 
the United States. 

E Estimate shown constitutes the major portion of the true estimate. 
@) Not shown to avoid disclosure of confidential information. Estimates are 

included in totals. 
(L) Less than 10 jobs. Estimates are included in totals. 
(N) Data not available for this year. 



Appendix A: Kotzebue - Employment 

Years 1977 1978 1979 1980 1981 1982 1983 1984 1985 

Total Employment 822 1.082 

AgricuLre. Forestry 6 Fbhi 
Mining 
construction 
Manufacturing 
Transportation. Communication 6 Utiliti 
Wholesale T W  
Retail Trade 
F i .  Insurance a Real Estate 
Senrices 
Mkoenaneous and Uncoded 
Federal Government 
State Government 
LocdGovemment 

Appendix A: Kokebue - Employment (Continued) 

Total Employment 1.500 1.488 1,466 1.598 1.644 1.525 1.543 

Agriltwe. Forestry 
ming 
consbuction 
bufacbing 
Transportation. Communication 6 Utiliti 
Whdesale Trede 
Retail Trade 
F i ,  Insurance 6 Real Estate 
Swvices 
Miscellaneous and Uncoded 
Federal Government 
State Government 
~ocal Government 

Source: Alaska Deparbnent of Labor 



Appendix A: Kiana/Nwrvik - Employment 

Years 1977 1978 1979 1980 1981 1982 1983 1984 1985 

Total Employment 36 58 75 78 66 91 113 133 123 

Agriarlhrre. Foresby & Fishing 0 0 0 0 0 0 0 0 0 
Mining 0 0 0 0 0 0 0 0 0 
Construction 0 0 0 0 1 1 0 0 0 
Manufacturing 0 0 0 0 0 0 0 0 0 
Transportation. Communication & Utiliti 0 0 0 0 0 0 1 1 1 
Wholesale Trade 0 0 0 0 0 0 0 0 0 
Retail Trade 9 7 11 10 9 6 7 7 6 
Furance, Insurance & Real Estate 0 1 1 2 3 4 2 4 3 
Services 1 1 4 4 2 2 2 2 1 
Miscellaneous and Uncoded 0 0 0 0 0 0 0 0 0 
Federal Government 8 7 7 6 5 2 0 0 0 
State Government 0 0 0 0 0 0 0 0 0 
Local Government 18 42 52 56 46 76 101 119 112 

Appendix A: KianalNwrvik - Employment (Continued) 

Yeam 

Total Employment 

&ricuMne. Forestry & FIJhing 
Mining 
construdion 
Manufacturing 
Transportation. Communication & Utiiti 
Whdesale Trade 
Retail Trade 
F m ,  Insurance & Real Estate 
Services 
Mi laneous and Uncoded 
Federal Government 
State Govemment 
Local Government 

Sowce: Alaska Department of Labor 



Source: ADOL 

Year 

Year 
1975 
1 976 
i s n  
1978 
1 979 
1980 
1981 
1 982 
1 983 
1 984 
1965 
1986 
1 987 
1 988 
1 989 
1990 
1991 
1 992 
1993 
1 994 
1995 

Appendix A: 
Total Labor 

Force 
164.000 
173.000 
183.000 
183.000 
188.000 
196,000 
211,000 
234.000 
247.000 
250.000 
257,000 
250.000 
250.000 
253.000 
270.275 
275,954 
287.728 
297.777 
305.089 
302,996 

Alaska - Labor Force 
Employed Unemployed 

Appendix A: Anchorage SMSA - Labor Force 

Annual Avenge 
Lbbor Force 

65,938 
68,053 
n.848 
82.184 
82,758 
83.610 
89.783 
98.588 
109,265 
114,999 
118.968 
1 21,488 
116,sOl 
114,356 
1 14.257 
122.979 
122,988 
127.850 
133.442 
135,228 
133,215 

Unemployment 
Rate 

8.0 
9.4 
11 
9.2 
9.7 
9.3 
9.9 
10 
10 
9.7 
11 
11 
9.3 
6.7 
7.0 
8.7 
9.2 
7.7 
7.8 
7.3 

Peak Month 
Rate 
11 
11 
14 
11 
11 
11 
12 
13 
13 
11 
12 
13 
11 
9 
8 
10 
12 
9.9 
9.7 
9.2 

Peak Month 
Rate 
7.4 
9.1 
8.6 
9.5 
8.4 
8.3 
7.6 
8.3 
9 

8.5 
8 

9.2 
9.9 
8.6 
6.6 
5.6 
7.5 
8.7 
7.2 
6.7 
6.1 



Appendix A: Kenai-Cook Inlet - Labor Force 

Year 
1975 
1976 
1 977 
1978 
1979 
1980 
1981 
1 982 
1 983 
1984 
1985 
1 986 
1987 
1 968 
1989 
1990 
1991 
1992 
1993 
1 994 
1995 

Annual Average 
Labor Force 

8,576 
10.635 
9.734 
9.585 
10.017 
12.736 
13.079 
14.150 
15,604 
16.393 
16.543 
17.825 
16.968 
17,222 
19,191 
18,903 
19.703 
20.281 
20,725 
21.350 
21,524 

Employed 
7.827 
9.629 
8.747 
8.111 
8.642 
10.913 
11.351 
11,985 
13.225 
14.1 16 
14.261 
14,780 
14,123 
14,816 
17.41 1 
16,691 
17,014 
17,143 
18,045 
18,642 
18,871 

Unemployed 
749 

1,006 
987 

1.474 
1.375 
1,823 
1.728 
2,165 
2,379 
2.277 
2,282 
3.045 
2.845 
2,406 
1.780 
2,212 
2,689 
3,138 
2,680 
2.708 
2,653 

Appendix A. NWAB Labor - Force 

Annual Average 
Labor Forcs 

1.984 
2.096 
1.999 
2.516 
2,417 
1.918 
2.107 
2.346 
2.610 
2.638 
2.045 
2,194 
2.193 
2.195 
2.113 
2.112 
2.175 
2.184 
2 1  98 
2,296 
2,205 

Unemployed 
la8 
248 
21 1 
326 
270 
31 9 
277 
275 
336 
361 
276 
338 
340 
285 
21 1 
308 
358 
455 
370 
360 
356 

Rate 
8.7 
9.5 
10.1 
15.4 
13.7 
14.3 
13.2 
15.3 
15.2 
13.9 
13.8 
17.1 
16.8 
14 
9.3 
11.7 
13.6 
15.5 
12.9 
12.7 
12.3 

Rate 
9.5 
11.8 
10.6 
13 

11.2 
16.6 
13.1 
11.7 
12.9 
13.7 
13.5 
15.4 
15.5 
13 
10 

14.5 
16.4 
20.8 
16.8 
15.7 
16.1 

Peak Month 
Rate 
13.9 
12.3 
12.5 
18.8 
17.6 
19 

18.3 
19.8 
22.2 
19.3 
16.7 
18.9 
21.4 
19.2 
16.1 
15.4 
19 

22.5 
16.9 
17.3 
17.4 

Peak Month 
Rate 
13.4 
13.7 
13 

14.7 
13.3 
21.2 
19.9 
14.1 
15.3 
18.6 
19.4 
19.9 
21.1 
16.8 
112 
20 

18.5 
23.5 
19.7 
18.4 
20.2 

Source: AMX 



APPENDIX B 

ALASKA - STATEWIDE PAYROLL 
(IN NOMINAL AND REAL 1995 

DOLLARS) 
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APPENDIX C 

PERSONAL INCOME BY MAJOR SOURCE 
AND EARNINGS BY INDUSTRY 

(IN NOMINAL AND REAL 1995 DOLLARS) 

ALASKA - STATEWIDE 
ANCHORAGE 

KENAI PENINSULA BOROUGH 
NORTHWEST ARCTIC BOROUGH 
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Footnotes for Appendix C: Personal Income by Major Source and Earnings by Industry - 
Alaska, Anchorage, Kenai Peninsula Borough and Northwest Arctic Borough 

1/ 1969-74 based on 1967 Standard Industrial Classification (SIC). 1975-87based on 1972 SIC. 1988-96 based on 
1987 SIC. 

21 F m  iocome consists of proprietors' net income; the cash wages, pay-in-kind, and other labor inwme of hired farm 
workers; and the salaries of officers of corporate farms. 

3/ Census Bureau midyear population estimates. 
41 Personal contributions for social insurance are included in earnings by type and industry but excluded fiom personal 

income. 
5/ Tbe adjustment for residence is the net inflow of the earnings of interarea commuters. For the United States, it 

wnsists of adjustments for border workers and for certain temporary and migratory workers: Wage and salary 
disbursements to U.S. residents commuting or working temporarily outside U.S. borders less wage and salary 
disbursements to foreign residents commuting or working temporarily inside U.S. borders. 

61 Includes the capital consumption adjustment for rental income of persons. 
7/ Includes the inventory valuation and capital consumption adjustments. 
8/ "Other" consists of wage and salary disbursements to U.S. residents employed by international organizations and 

foreign embassies and consulates in the United States. 
9/ Under the 1972 Standard Industrial Classification, ordnance was redassifid to four 2digit industries: fbbricated 

metal products; electronic equipment, except computer equipment; tmnqmrtation equipment; and instruments and 
related products. 

10/ Under the 1987 Standard Industrial Classification, combined real estate, insurance, etc., was reclassified to four 
2digit industriesdepository credit institutions; insurance agents, brokers, and services; real estate; and legal 
services. 

1 I/ Social services is new under the 1972 Standard Industrial Classification; it wnsists of establishments previously 
classified under hotels, health services, educational services, membership organizations, and miscellaneous services. 

121 Engineering and management services is new under the 1987 Standard Industrial Classification; it wnsists of 
establishments previously classified under business services and miscellaneous services. 

E The estimate shown here constitutes the major *on of the tnre estimate. 
@) Not shown to avoid disclosure of confidential information. Estimates are included in totals. 
Q Less than S50,OOO. Estimates are included in totals. 
(N) Data not available for this year. 
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Appendix D: Alaska Gross State Product by Sector - in nominal dollars (millions of S) 
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Appendix D: Alaska Gross State Product by Sector - in nominal dollars (millions of $) (Continued) 
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Appendix D: Alaska Gross State Product by Sector - in real 1996 dollars (millions of $) 

Years 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 

Total GSP 
NetofOilandGas 

Private Basic sectors 
Oil and Gas 
Seafoal 
Forest Products 
Mining 
Tourism 
NricuLre 

Other Private Sectors 
Public Utilities 
Transportation 
Cons~ction 
communication 
Services 
Trade 
FlRE 
Misc. Manufacturing 

PWic sectors 
Federal Government 
SWe and Local Goverrunent 

Appendix D: Alaska Gross State Product by Sector - in real 1996 dollars (millions of $) (Continued) 

Years 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 

Total GSP 
NetofOilandGas 

Rivate Basic !Sectom 
Oil and Gas 
Seafood 
Forest Products 
Mining 
Twrism 
W L r e  

OUwPrivateSedon 
Public Utiiities 
Transportation 
Construction 
Communication 
Services 
T d e  
FlRE 
M i i  Manufacturing 

Public Sedan 
Federal Government 2,160 2.170 2,253 2.235 2.282 2,237 2.358 2.359 2,377 2.084 1.996 
State and Local Government 2.401 2.381 2.270 2,303 2.383 2488 2.511 -2.571 2,577 2.573 2.607 

Source: ISER. lSER Gross State Product 1963 to 1996. May 1997 
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