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Economic Slowdown 

& Fiscal Stress:

Alaska’s Current Situation
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• Short comparison to Alaska’s most severe recession

• A note on diversification

• General Overview: Patterns of Economic Activity

• Private sector decline: Wave 1

• Government

• Private sector: Wave 2

• Where do we go from here?

• Uncertainty

SYNOPSIS 



• During the 1980’s recession employment declined by 

3.67% in 1986 and another 3.79% in 1987. 

– Totaling almost 19,000 jobs from what was a 260,000 private 

sector economy.

JOB LOSSES
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• Now in this recession, the economy lost 1.78% or 

6,612 wage and salary jobs in 2016. 
‒ The losses for 2016 and 2017 will total about 10,000 jobs 

from what was a 366,309 private economy in 2014.



• In Nominal dollars, GDP was $20 billion in 1984

GROSS DOMESTIC PRODUCT 
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• In Nominal dollars, GDP was $47 billion in 2014



• The median age in 1986 was 27.8 and the share 

of females was 47.05%

DEMOGRAPHICS
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• In 2016, the median age was 34.7 and the share 

of females was 48.3%



NEW MINUS OLD: HOW DID THE ALASKA 

ECONOMY CHANGE?
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DISTRIBUTION OF JOBS IN ALASKA AND 

THE U.S.
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DISTRIBUTION OF PAYROLL IN ALASKA 

AND THE U.S.
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• Employment has been declining since 2016. 

– The rate of decline has slowed but it is a mistake to think of this 

as a sign of recovery.

IN SHORT
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• Considerable heterogeneity in experience across the 

state.

• Waiting to set a fiscal path is very costly.

• Using a normal distribution of historical returns, we 

show that both the growth of the fund and the 

likelihood of exhausting the earnings reserve are 

sensitive to the draw.



AGGREGATE EMPLOYMENT CHANGES
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WHAT ABOUT THE SECTORAL 

DECOMPOSITION?
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• Employment declined by 9,390 jobs between September 

2015 and September 2016. 

• There was another decrease of 2,677 jobs between 

September 2016 and September 2017.

– Smaller decline in 2017 due to the large losses in Oil & Gas, 

Construction, and Professional & Business Services that 

occurred in 2016.

• This does not mean that the recession is over or that we 

are on our way to a recovery. 

– Reflective of a slowdown in job losses in the initially affected 

sectors.

EMPLOYMENT DECLINE SUMMARY
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HOW ARE THE HARDEST HIT SECTORS 

DOING RELATIVE TO 2014?
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HOW IS GOVERNMENT DOING RELATIVE 

TO 2014?
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HOW ARE SPENDING DEPENDENT 

SECTORS DOING RELATIVE TO 2014?
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A NOTE ON ISER’S PROJECTIONS
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• 2017 held up much better than expected.

• A recovery may be elusive as Alaska’s economic 

engine is much smaller than it was 3 years ago.

• Downside risks include local government 

employment and long term outlook of the 

support sector.

ECONOMIC TAKEAWAYS
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• Gao and Qi (2012) find that municipal bonds issued by 

state governments immediately before a gubernatorial 

election pay a premium of 6 to 8 basis points due to this 

electoral proximity.

• Jens (2013) estimates the investment-suppression effect 

of a gubernatorial election on the state-level investment 

during the quarter of the election at between 5% and 

15% depending on the subsample, with the closeness of 

an election exacerbating the decline.

POLICY UNCERTAINTY AND ECONOMIC 

ACTIVITY
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CONSTRUCTION SPENDING IN BILLIONS
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HOW MUCH IS BEING LOST DUE TO 

UNCERTAINTY?
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• Private construction spending between 2016 

and 2018 totaled $12.6 billion.

• Using the 5% to 15% estimated by Jens (2013), 

we would conclude that the direct effects of 

policy uncertainty cost the state somewhere 

between $630 million and $1.9 billion in private 

capital spending in just three years.

HOW MUCH IS UNCERTAINTY COSTING 

ALASKA?
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• We need to set a fiscal path that relies on 

earnings, new revenues, and a sustainable level 

of spending.

• While the Permanent Fund is large, it alone 

cannot provide stable enough funding to cover 

our fiscal gap.

• There are very real tradeoffs regarding the 

amount of money we use from the Earnings 

Reserve.

HOW DO WE REDUCE OR ELIMINATE 

UNCERTAINTY?
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We show the evolution of the fund under three scenarios:

1. The graph in green shows the distribution if we were 

to decide not to withdraw any money from the fund 

and just let it grow. 

2. The graph in black shows the distribution if we were 

to continue distributing the statutory dividends.

3. The graph in blue shows the distribution if we were 

to start withdrawing 5% of market value from the 

fund.

PERMANENT FUND SCENARIOS
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PERMANENT FUND BALANCE UNDER 

THREE SCENARIOS
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HOW DO WITHDRAWAL AMOUNTS AFFECT 

THE EARNINGS RESERVE?
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• The use of the earnings seems inevitable but 

there are long term consequences.

• Higher withdrawals mean a smaller future 

balance and higher likelihood of the earnings 

reserve hitting zero.

• A change to the structure of the fund may be 

warranted if the legislature decides to implement 

a structured draw.

PERMANENT FUND ANALYSIS TAKEAWAYS
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• Job losses have slowed but there is still downside risk 

going forward.

• No two boroughs are experiencing the recession 

similarly.

• When thinking about the appropriate fiscal path, it is 

important to not ignore the effect of the fiscal delay on 

the private sector.

• Non-permanent fund savings are almost exhausted.

• Near consensus on the use of the earnings but we have 

to think about how the fund is managed going forward.

FINAL THOUGHTS
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THANK YOU
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Tim Bradner, 
Energy Columnist

Atwood Chair of Journalism, UAA

A Look at Current 

Oil and Gas Development

in Alaska
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• Superior production performance in existing 

fields despite oil prices still being low

• Recent trends in production

OIL PRODUCTION IN ALASKA
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NORTH SLOPE OF ALASKA 
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• New project outlook: 

– Moose Pad (Hilcorp)

– Pikka (Oil Search/Repsol)

– National Petroleum Reserve-Alaska (ConocoPhillips)

– Nuna and Smith Bay (Caelus)

– Mustang (Brooks Range)

• ANWR

• Alaska LNG Project

CURRENT PROJECTS
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• State budget and the fiscal challenge

• State government:

– Fiscal plan on Legislature’s session-end agenda 

– Controlling budget growth difficult; health costs are a driving 

factor

• Oil & Gas:

– Cautious optimism about North Slope

– Proposals for state oil tax changes raise concern

– Call for equity investment first test for state led gas pipeline

FINAL THOUGHTS 
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UAA CONTRIBUTIONS
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Lifetime:

UAA: $2,673,000

UA total: $4,125,000

Presenting today: $172,000



THANK YOU!

Visit northrim.com and 

Alaskanomics.com 

for more resources
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