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Better Times in Alaska
Alaska's economy rallied at the end of the 1980s,
bringing many Alaskans improved fortunes and
increased confidence. (See Figure 1 below.) But
thousands of empty houses and apartments and
depressed real estate prices continued to testify to
the power of the recent recession.
This Review reports on the economic well-being of
households in Anchorage, the Mat-Su Borough, and
Fairbanks in early 1990, based on telephone surveys
of hundreds of households in each area. 1
The Institute of Social and Economic Research
(ISER) has tracked the economic health of
Anchorage households since 1987, when the recession that followed the oil price crash was at its worst.
In our most recent survey we also questioned residents of Fairbanks and the Mat-Su Borough.

This publication compares conditions in the three
survey places in early 1990, and describes trends in
Anchorage over the past three years. We asked Alaskans about their jobs, incomes, home equity, plans
to move, and expectations for the coming year.
The Municipality of Anchorage's Economic
Development and Planning Department also conducted household surveys in Anchorage in 1987,
1988, and 1989. We use findings from those surveys
and from other sources to help shed light on recent
economic changes in Alaska's largest city. 2
Below we highlight our most interesting findings.
We then recap the conditions that created the severe
recession before describing the recovery, incorporating our survey findings. Finally, we end with a
snapshot glance of survey households in 1990. That

Figure 1. Signs of Economic Recovery, 1990
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This Review is based largely on Alaska's Households in 1990, a report funded by Alaska Housing Finance Corporation.
The report is one of several ISER prepared for AHFC on Alaska's economy and housing markets in 1990.
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brief discussion simply provides useful basic information on households in the three survey places at
the start of the decade.

HIGHLIGHTS OF FINDINGS

Employment and Income
• Bigger paychecks and improved household finances were common in Anchorage, Fairbanks, and the
Mat-Su Borough at the start of 1990. About 60 percent of all workers who had held the same jobs for
at least a year reported they were earning more than
they had been a year earlier. More than half of all
households surveyed said their finances were better
than they had been the previous year. (Figure 1.)
• The general economic recovery at the end of the
decade partly explains the improved conditions for
a big share of households. But we also know that
many households hurt most by the recession left
Alaska in the late 1980s. So in 1990 a bigger percentage of remaining households were those better off.
• Real (adjusted for inflation) median household income in Anchorage was about 12 percent lower at
the time of our early 1990 survey than what had
been reported in a7 1985 survey.
• More Anchorage residents had jobs in early 1990,
and more of those were in the private sector. The
new jobs are concentrated in the lower-paying service industries. That shift partially explains the

decline in m~dian household income in the last half
of the 1980s.
• Consumer confidence grew along with improving
finances, as many households decided they could
afford to make major purchases in 1989. Figure 1
shows that 41 percent of Anchorage households, 29
percent of Mat-Su households, and 34 percent of
Fairbanks households bought cars or trucks that
year.
• Clean.,up of the Prince William Sound oil spill was
a major force for economic recovery in Anchorage,
the Mat-Su area, and Fairbanks in 1989. About 6
percent of Anchorage households, 9 percent of MatSu households, and 6 percent of Fairbanks
households had at least one resident who worfed
directly on oil spill clean-up some time in 1989.

Housing
• Negative equity persists for many Alaska
homeowners, with around 30 percent in all three
survey locations reporting in early 1990 that they
owed more on their houses than the current market
value. (Figure 2.)
• Most households that own residential rental
properties were losing money on them at the start
of the year. Around 15 percent of all households in
the survey locations own residential rentals. Of
those, two-thirds in Anchorage and the Mat-Su
Borough and half in Fairbanks reported in early
1990 that their costs for those properties exceeded
their rental incomes. (Figure 2.)
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Figure 2. Continuing Problems in the Housing Market, 1990
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• The share of Anchorage homeowners reporting
negative equity dropped from 37 percent in 1987 to
30 percent in 1990. that decline can be traced to
several reasons: (1) thousands of homeowners with
negative equity defaulted on their mortgages
during that time; (2) housing prices appear to have
stabilized; and (3) a few homeowners sold at a loss
and bought new houses.
• The continuing bargains in housing are attractive to
many residents of the survey areas. In early 1990,
nearly 25 percent of Anchorage households, 15 percent of Mat-Su households, and 13 percent of Fairbanks households planned to make local moves
within the comin~ year. Of those planning to move,
more than half m Anchorage and Fairbanks and
more than 80 percent in the Mat-Su region planned
to buy rather than rent. (Figure 3.)
• Vacancies in Anchorage declined from 16 percent to
below 14 percent-<>r by about 2,350 units-between 1988 and 1989. That drop was caused by
a combination of about 1250 new households,
220 new second homes, and a net reduction in
housing stock (the difference between housing
removed and housing added) of approximately
880 units. (Figure 4.)
•

®

Roughly half the new demand created by additional households and reduced housing stock in
Anchorage was filled by institutional sales of
foreclosed houses and condominiums. As Figure 4 shows, the number of vacant, foreclosed
houses and condominiums dropped by an estimated 1150 between 1988 and 1989. That
means properties that had been in foreclosure
accounted for close to half of the 2,350-unit
reduction in vacancies.

• The inventory of foreclosed housing in
Anchorage fell by one-quarter between the

29 ~
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summmer of 1988 and the
winter of 1990. (Figure 5.) The
inventory dropped because
more units were sold or
removed from the stock than
were taken in as new
foreclosures. The biggest
drops were in the inventories
of condominiums, apartments, and zero-lot line
units.

• Vigorous marketing of bargain-priced condominiums
helped reduce the inventory
Fairbanks
of foreclosed Anchorage condominiums by nearly half between summer of 1988 and
winter of 1990. That means
financial institutions sold
1,000 more condominiums than they took in during
that period. (Figure 5.)
• Many foreclosed properties have been very tough to
re-sell. About 40 percent of Anchorage properties in
foreclosure in the winter of 1990 had been there at
least since the summer of 1988. A big share of those
properties were apartments, but hundreds of condominiums, houses, and multi-plexes had also been
in foreclosure from at least mid-1988 through early
1990. (Figure 5.)
• Despite the drop in the inventory of foreclosures,
about 7 percent of Anchorage's housing stock (nearly 6,000 houses, condominiums, 2-to-4-plexes, and
apartments) remained in foreclosure at the start of
the 1990s.
• The large stock of foreclosed houses and condominiums in Anchorage in 1990 means that
despite recent boosts in demand for housing, in-

Figure 3. Households Planning To Move
Within Community, 1990
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Source: Anchorage Dept. of Planning and Economic Development and property appraisal records
dropped.
Over the next three
stitutional sellers who are able to offer lower prices
and better terms than individual sellers will con- years Alaska lost 20,000 jobs, or nearly 10 percent of
tinue to dominate the market until the foreclosed all jobs. Half of those were construction jobs. Tens
inventory has been liquidated.
Figure 4. How Much did Anchorage Vacancies
Drop Between 1988 and 1989?

Figure 5. Anchorage Housing in Foreclosure
Summer 1988 and Winter 1990
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of thousands of people, mostly residents of
Anchorage and other urban areas, left Alaska.
The most obvious result of the exodus was on the
housing markets, particularly in urban areas. With
many more people leaving than arriving, thousands
of houses and apartments stood empty.
Homeowners were unable to sell their houses and
condominiums. Mortgage defaults mushroomed,
and institutions took scores of properties into
foreclosure. Prices sank, particularly for mobile
homes and condominiums.
Problems in the housing market were most severe
in Anchorage and the nearby Mat-Su region.
Anchorage had seen the fastest growthJn the early
1980s, including a housing boom that increased the
housing stock by 40 percent. When the recession
came, Anchorage's economy was hit the hardest.
The Mat-Su Borough's housing market was hurt
even more than Anchorage's, because during the
early 1980s it had increasingly become a bedroom
community for Anchorage. As land for building
became scarcer and prices soared in Anchorage,
more and more people who couldn't afford to buy
in the city moved to the Mat-Su Borough and commuted to Anchorage. As a result, the Mat-Su went
through its own housing boom. When Anchorage
prices dropped Mat-Su prices plummeted even further-partly because now more people could afford
to live in Anchorage. 6
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state spending had disappeared. Toward the end of
1988 the economy began creating jobs again.
In 1989 the recovery picked up steam, creating
thousands of new jobs. Several factors accounted for
1989 economic growth, including jobs and income
created by the clean-up of the March 1989 Prince
William Sound oil spill; new jobs in fishing and
logging; and a rebound in state and local government spending. 7 ISER!s -1~7-1990 households surveys documented the econoillic turnaround.

Household Finances and Hourly Pay

Figure 6 shows that since 1987 more a;nd more
Anchorage households have reported being better
off than in the previous year, increasing from just 38
percent in 1987 to 58 percent in February 1990.
Households' confidence about the well-being of
their communities also increased sharply, with more
than twice as many Anchorage households believing the city was better off in 1990 than in 1988.
Earlier, in Figure 1, we showed that substantial percentages of Mat-Su and Fairbanks households also
reported being better off in 1990 than they had been
in 1989.
Another sign of improving economic conditions
was that the share of Anchorage workers reporting
higher pay has steadily increased, although the
jump was the biggest between 1987 and 1988. As
Figure 7 shows, in mid-1987 just 46 percent of
workers who had held their jobs at least a year
Economic Recovery
reported earning more. By late 1988, that share had
By mid-1988 the recession had subsided-mostly jumped to 60 percent, and it increased to 63 percent
because the jobs that couldn't be sustained with less in early 1990. Earlier, in Figure 1, we showed that 61
percent of Mat-Su
workers who had held
their jobs at least a year
Figure 6. Anchorage Household and Community Finances
and 57 percent of Fair1987- 1990
banks workers also
reported earning more in
1990.
Households Who Believe
Households Who Believe Their
They Are Better Off
Community is Better Off
But Figure 7 also shows
Than Last Year
Than Last Year
that hours worked and
job benefits were much
more likely to remain the
58~
48~
same than to increase
throughout the late 1980s.
And in every survey, close
n/a
to one in five workers said
February
October
June
June
1987
1988
1990
1987
job benefits had been
reduced in the previous
Source: ISER Household Surveys
year. That finding goes
Number of Respondents-1987: 5511988: 4ff71990: 408
along with a national
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Figure 7. Anchorage Worker Job Changes, 1987- 1990
(Changes from Previous Year)
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trend in which employers are holding down costs
by holding down benefits (particularly health
benefits).

Employment Differences

for longer than a year (7 percent) than in Anchorage
or Fairbanks (1 percent).
Part of the explanation of higher unemployment
in the Mat-Su region in February is that there are
many more seasonal workers in that area than in
Anchorage or Fairbanks, and the Mat-Su region has
historically had higher unemployment rates. But
the fact that there were so many more people who
had been out of work longer than a year indicates
that Mat-Su residents who lose their jobs are less
likely to move than are Anchorage or Fairbanks
residents.

Although our 1990 findings about higher pay and
improved household finances were similar in the
three survey communities, there were differences in
employment patterns in the Mat-Su Borough, as
Table 1 shows. The table reports overall labor force
participation, employment, and unemployment in
the survey places in February 1990.
The overall share of adults in the labor force was
similar in the three places, ranging from 82 to 86 Household Income
Finally, despite our survey findings that confirm
percent. But much bigger share of adults in
Anchorage and Fairbanks (79 percent and 76 per- strong economic growth in 1989, we found that the
cent) had jobs than in Mat-Su (63 percent). And real buying power of Anchorage households in 1990
many more adults in Mat-Su had been out of work was less than it had been five years earlier. (We do
not have comparable income
figures over time for Fairbanks
Table 1. Labor Force Participation and Employment
or the Mat-Su region.)
February 1990
Figure 8 shows changes in
Anchorage median household
income income from the time of
Fairbanks
Anchorage
Mat - Su
the 1980 census until our
15%
18%
14%
Not In labor force
February 1990 survey. The num1
7
1
Unemployed more than 1 yr
bers are in 1988 dollars-an ad8
12
Unemployed less than 1 yr
6
justment that eliminates the
76
79
63
effects of inflation and lets us
Employed
82
85
Labor force participation
86
look at changes in purchasing
power over time. (Median income is a mid-point, with 50
percent of households having
Source: ISER Household Survey, February, 1990
Number of Respondents- Anchorage: 729 Mat-Su: 186 Fairbanks: 696
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higher incomes and 50 percent lower incomes.)
some higher paying jobs and the creation of new
Between the 1980 census and a 1985 ISER survey, lower paying ones.
the annual median income of Anchorage
households increased 28 percent. That reflects the
Housing: Good and Bad News
fact that during the boom years n~t only did wages
Today's housing markets are good news for many
increase, but also that many of the JObs created were and bad news for some. Prices and rents have not
high-paying ones in construction and other in- increased significantly-which is good news for
dustries.
.
renters and prospective buyers but bad news for
At the time of our Ju11e 19.8/'_.su~eyL the. med~aJl. -- existing owners and landlords who bought when
income had dropped sharply; the c1ty was suffenng prices were much higher. The price slide does aphigh unemployment and many households were pear to have stopped and vacancies and
preparing to leave the city. By late 1988, many foreclosures are down. Much of the poorer quality
stock in Anchorage has been demolished, moved,
or converted, but financial institutions still own
Figure 8. Median Income of Anchorage
thousands of properties.
Households in Selected Years
1988 Dollars
Price Changes, 1980-1989
Figure 9 illustrates the rise and fall and, finally, the
apparent leveling off in urban housing markets in
the 1980s: it is a price index tracking the changing
$48,163
price of a standard single-family house in
$45,171
Anchorage,
the Mat-Su Borough, and Fairbanks.
$42,661
(The price index is based on 1986 sales financed by
AHFC.)
Prices in Anchorage started higher and went up
faster in the early 1980s than in the Mat-Su region
or Fairbanks. Mat-Su and Fairbanks prices were
Oct.
Feb.
1980
Mar
June
Census 1985
1987
1988
1990
fairly close through 1987, when the Mat-Su price
ISER Household Surveys
collapsed but the Fairbanks price fell much less and
more slowly.
Source: ISER Household Surveys
Number of Respondents- 1985: approx. 1000 1987: 551 1988: 407
In 1986 Anchorage prices began to slide; between
1990:377
1986 and 1989 the price of the standard house
dropped 25 percent. The drop was much steeper in
Mat-Su: from 1987 through early 1989 the house
households hurt worst by the recession had in fact price dropped roughly by half.
left, and the reduced number of households remainThe price of the standard single-family house in
ing were survivors-who tended as a group to have Fairbanks began drifting down in 1986 and conhigher incomes.
tinued to drop gradually through 1990, decreasing
Our most recent survey was taken after a number about 20 percent. Prices in Fairbanks were perhaps
of new households had moved to the city and after shored up by expectations about the demand that
a number of new but generally lower paying jobs in would be created when a new light infantry division
service industries had been created. The combina- moved to the city. That demand was less than extion of those factors-more households and more pected, and Fairbanks prices continued down
lower-paying jobs-tended to make the 1990 through 1989. They will likely stabilize in 1990.
median little different from or even lower than the
The figure makes it plain that the Mat-Su market
1988 median.
was hardest hit by the recession. While prices in
The most interesting comparison in Figure 8 is Anchorage and Fairbanks fell close to where they
between the 1985 and the 1990 findings, with the were at the start of the decade, prices in Mat-Su
1990 median 12 percent lower than it had been five collapsed far below the 1980 level.
years earlier.8 That decline reflects a change in the
The price drops in Figure 9 don't show the full
composition of Anchorage jobs, with the loss of severity of the market crash, because single-family
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houses held their value better than any
other kind of residential property in the
late 1980s. Condominium prices in
Anchorage collapsed 50 percent or more,
and mobile home prices dropped to a
fraction of their previous levels.
ISER projects that populations of the
survey areas will grow modestly in the
next few years, and that housing prices
aren't likely to increase much over the
rate of inflation until the financial institutions have eliminated their inventories of
foreclosed properties. 9
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Figure 9. Price Index of Single-Family Homes*
Anchorage, Mat-Su, and Fairbanks
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When tens of thousands of residents left
*Average AHFC-financed home purchased in 1986.
Alaska in the late 1980s, urban areas were
Source: Berman and Hill, Alaska Huusing Markets in 1990, ISER, June, 1990
left with much more housing than the
smaller population needed-and so
We don't know how the percentages of Mat-Su
prices and rents fell. ISER surveys have found that
and
Fairbanks households planning to leave Alaska
the percentage of Anchorage households planning
to leave the state has steadily dropped, which is changed over the past three years, but we do know
good news for the housing markets. Figure 10 shows that in early 1990 the percentages were around 7 to
that the percentage of Anchorage households plan- 8 percent-close to Anchorage's. Most Fairbanks
ning to leave dropped from a peak of 14 percent in and Mat-Su residents planning to leave the state also
November 1987 to 9 percent in February 1990. cited job-related reasons.
Throughout the period, most of those ·planning to
leave Anchorage said the moves were related to Still A Buyers' Market
jobs-either they were unable to find jobs in Alaska,
In early 1990 a substantial number of households
or hoped to find better jobs elsewhere, or their in all three survey places planned to make local
employers were transferring them. It seems likely moves within the coming year, mostly to improve
that more of those planning to leave in late 1987 housing quality. (Figure 11.) This "flight to quality''
were going because they couldn't find jobs here.
has been going on since the real estate
market crashed, and in Anchorage more
and more households have been taking
Figure 10. Anchorage Households Planning
advantage of depressed prices and rents
to Leave Alaska, 1987, 1988, 1990
since 1987. (Figure 12.) In 198716 percent
of Anchorage households planned to
14%
move
locally within the coming year. By
12%
late 1988 that share was up to 19 percent,
10%
and in February 1990 it had jumped to 24
9%
percent-which amounted to one in four
10%
9%
households. Most households in every
Job
7%
Job
year said the chance to improve housing
Related
Related
Job
quality
was prompting the moves.
Move
Move
Related
Most of those planning local moves
Move
Move
were renters. Close to 70 percent of
February
November October
June
renters in the three survey locations
1990
1988
1987
1987
believed 1990 was a good time to buy
homes. Most Anchorage renters since
Source: ISER Household Surveys
1987 have found the buying climate
Number of Respondents- June 1987: 551 November 1987: 4771988: 4071990:
408
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Figure 11. Households Planning
Local Moves, 1990
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Figure 12. Anchorage Households
Planning Local Moves, 1987-1990
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good, but the percentage dropped off considerably banks than in the Mat-Su. About 10 percent of
from a peak of 80 percent in October 1988 to 67 households in all three places were single-parent
percent in February 1990.1t may be that since prices households.
have stabilized and many foreclosures have been
re-sold some renters believe there are fewer barLength of Residence
gains now than in 1988.
Alaska has always been a place where many
people come and go, but Figure 13 shows that a big
share of households stay longer than a few years.
SNAPSHOT OF SURVEY HOUSEHOLDS
Around 40 percent of households in the three survey
Figure 13 provides a general picture of survey places had lived in Alaska 20 years or more, and
households at the start of the 1990s-what types of substantial shares (an additional 24 to 38 percent)
households they were, how long they had lived in had been in the state 10 years or more. Newtheir communities, whether they owned or rented comers-those who had been in the state less than
homes, and what their incomes were. The differen- 2 years-made up substantially more of the populaces we see are mostly because Anchorage and Fair- tion in Anchorage (13 percent) and Fairbanks (12
banks are more urban and the Mat-Su Borough is percent) than in the Mat-Su area (6 percent)
semi-rural. The two cities have more renters, more
persons living alone, and more households with
Renters and Homeowners
very high incomes. The Mat-Su has more families,
There are more homeowners than renters in all of
fewer renters, and more households that own their the survey places, but in the Mat-Su region
homes outright, without mortgages.
homeowners (77 percent) particularly outweigh
renters (23 percent). Substantial numbers of
households, especially in the Mat-Su Borough, own
Household Composition
their homes outright, with no mortgages. About 9
The composition of survey households didn't vary percent of Anchorage households, 24 percent of
much among Anchorage, Fairbanks, and the Mat-Su Mat-Su households, and 16 percent of Fairbanks
Borough in early 1990. Married couples with households own their homes outright.
children were the most common in all three places,
but the proportion was higher in the Mat-Su area (47
Hoosehold Income
percent) than in Anchorage (39 percent) or FairMedian household incomes (meaning half the
banks (43 percent). The share of households with
households
have incomes above and half below) for
just one person was higher in Anchorage and Fair-
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Figure 13. Snapshot of Survey Households, 1990
Household Composition

Length of Residenceb

Non-Famil y 8%

A
N

40%
3

Single Person 18%

c

H

24%

0
R
A
G
E

23%

Other Famil y 2%
Single Parent 10%
Two Parent Famil y 39%
Average House hold Size: 2.76

M
A
T

20 Years 10 Years 4 Years 2 Years One Year
or more or more or more or more or less

Single Person 14%
Other Famil y 2%

s
u

Single Parent 10%
Two Parent Famil y 4 7%
Average House hold Size: 3.04

F
A
I
R

Non- Famil y 5%

40%

Singl e Person 20%

B
A
N
K
S

20 Years 10 Years 4 Years 2 Years One Year
or more or more or more or more or less

Other Famil y 1%
Single Paren t 9%

Two Parent Famil y 43 %
Ave rage Household Si ze: 2.87
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d Our survey slightly overestimates income becau se we undersam pie poor households
(households without telephones are usually
poor).
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1989 were close in the survey places, with
Anchorage's at $44,000, Mat-Su's at $45,000, and
Fairbanks' at $40,000. Notice that the average 1989
household income (derived by dividing total
household income by the number of households)
for Anchorage of $52,300 was considerably higher
than for either Fairbanks ($44,000) or the Mat-Su
Borough ($44,500). That's because Anchorage has
many more households with very high incomes,
which draw up the average; while 13 percent of
Anchorage households had incomes above $90,000
in 1989, less than 3 percent of Mat-Su households
and around 7 percent of Fairbanks households had
incomes that high.

ENDNOTES
1. The survey was a random sample of 408 Anchorage households, 105
Mat-Su households, and 410 Fairbanks households. In the Mat -Su
Borough we surveyed only households in the Palmer, Wasilla, and Big Lake
areas; characteristics of households in the more rural areas of the borough
would probably be somewhat different. ISER's telephone surveys probably
slightly overestimate household income because they miss households
without telephones, which are usually poorer ones. Also, they probably
somewhat underestimate the proportions of households that rent, since
those who live alone and those who don't have telephones tend to be
renters. Finally, telephone surveys provide no information on housing
vacancies, since of course they cover only occupied places. Our survey
margin of error is ± 5 percent in Anchorage and Fairbanks and ± 10
percent in the Mat-Su.

INSTITUTE OF SOCIAL AND ECONOMIC RESEARCH
. University of Alaska Anchorage
E. Lee Gorsuch, Director
3211 Providence Drive
Anchorage, Alaska 99508

2. The municipality surveyed 5,000 households. The survey questionnaires
were mailed out and interviewers followed up with telephone calls or visits
when necessary.

3. See ISER report Economic Projections for Alaska, 1988-2010, prepared
by Oliver Scott Goldsmith for the Alaska Housing Finance Corporation,
(draft) May 1990.
4. ISER's findings on the economic effects of the clean-up of the 1989 Prince
William Sound oil spill will be reported in an upcoming Research Summary.

5. For more information on the economic boom and the forces of recession,
see "Alaska's Economy- What's Ahead?" by Oliver Scott Goldsmith in
ISER's Alaska Review of Social and Economic Conditions, December
1987.

6. For a more detailed discussion of the forces affecting the Anchorage,
Mat-Su, and Fairbanks housing markets in recent years see ISER report
Alaska Housing Markets In 1990, prepared by Matthew Berman and
Alexandra Hill for the Alaska Housing Finance Corporation, (draft) June
1990.
7. See note 3 for source. ISER will be publishing economic projections for
Alaska in an upcoming Alaska Review of Social and Economic Conditions .
8. The municipal survey found a median Anchorage household income of
$40,000 in mid-1989. ISER's survey may have slightly overestimated
household income in early 1990, but because the majority of income from
clean-up of the 1989 Prince William Sound came in the last part of 1989,
household income as reported in early 1990 was probably higher than in
mid-1989.
9. See Alaska Housing Markets In 1990, cited in note 6.
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