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Presentation Notes
But first I want to acknowledge the generous support I have received from NRB and the UA Foundation in support of the research I am going to report on today.  Of course the opinions presented are mine alone and represent neither the bank or the university.



The Alaska Economy Runs on 
$$$ From Outside 
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Presentation Notes
Realizing that potential requires that we understand the role of petroleum in the economy.  Although the movie of Alaska economic growth would not run exactly in reverse if petroleum were to disappear as one of the legs of our stool, it would have serious negative consequences for the other two legs.  Making sure that is not our economic future will be a challenge for us all.



Support Activities Depend on 
Dollars Coming Into Alaska 
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Presentation Notes
Realizing that potential requires that we understand the role of petroleum in the economy.  Although the movie of Alaska economic growth would not run exactly in reverse if petroleum were to disappear as one of the legs of our stool, it would have serious negative consequences for the other two legs.  Making sure that is not our economic future will be a challenge for us all.



The Alaska Economic Structure: 
The Myth 
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Realizing that potential requires that we understand the role of petroleum in the economy.  Although the movie of Alaska economic growth would not run exactly in reverse if petroleum were to disappear as one of the legs of our stool, it would have serious negative consequences for the other two legs.  Making sure that is not our economic future will be a challenge for us all.



The Reality 

Presenter
Presentation Notes
Two other economic drivers, not depicted on the state seal account for the majority of our economic growth--federal spending and petroleum.  We might want to amend the state seal to include these drivers if we want the seal to depict the economic foundation of the state.Although both these drivers are fascinating, today I will concentrate on petroleum, and save federal spending for another day.



The Alaska Economy Stands 
on 3 Legs 
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Realizing that potential requires that we understand the role of petroleum in the economy.  Although the movie of Alaska economic growth would not run exactly in reverse if petroleum were to disappear as one of the legs of our stool, it would have serious negative consequences for the other two legs.  Making sure that is not our economic future will be a challenge for us all.



     PETROLEUM           vs             TOURISM 

•Jobs 

•Complexity 

 

$147K $12K 

Oil Patch Characteristics 



Alaska Petroleum Revenues 

Lighter Tax Burden Greater Public Spending 

$50 Billion $70 Billion 

$157 Billion 

59-10 in 2010 $ 

SAVE 
$37 

Billion 

SPEND 
$120 
Billion 



Petroleum Has Transformed 
the Alaska Economy 



Petroleum Spinoff: 
Lite Tax Burden on Households 

$2,300 per capita* 

* Based on national average state Income and sales tax rates in 2008. 



Petroleum Spinoff: 
 Lite Tax Burden on 
Resource Industries 

State & Local Revenues from Seafood, 
Tourism, Mining, Timber 

Actual (avg 05-07) $200 mill 
If Oil $ Disappeared $900 
Incremental Burden, no Oil $ $700 
Increase in Tax Rate 4 X 



Petroleum Spinoff: 
Public Spending Double US Average 

 
• CAPITAL SPENDING 

• Targeted Development 

• General Infrastructure 

• Household Infrastructure 

• OPERATIONS SPENDING 

• CAPITALIZING SPECIAL FUNDS  
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Presentation Notes
Our resource industries have also benefited from the high level of government spending, and not only because our legislators tell us their appropriations are generating economic development.  Some capital spending specifically targets assistance to resource industries, such as the assistance provided for the construction of the road at the Red Dog mine.  Probably of greater importance is the boost that has come from infrastructure development that has not directly targeted an industry but rather, like the development of a port, has increased access and reduced costs generally.  Also important is the capital spending that is directed not toward making business more viable, but at making living in Alaska more attractive—better schools, local assistance, etc.  This makes it easier to attract a skilled work force.Spending from the operating budget has also enhanced the viability of our resource industries through a number of support programs aimed at our seafood, mining, and tourism, and timber industries.Finally, petroleum revenues have bankrolled aidea, fisheries loan programs, and other programs designed with economic development in mind. Together the low tax burden and high level of public spending have given our resource industries a boost that has increased their employment levels.



Petroleum Spinoff: 
 Stability 
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2007 Economic Structure  
without Petroleum 



Oil Production: 
 Barrels per Day per Alaskan 



Oil Revenues 
 Oil Share of Resource Revenues 

Oil Share of All Revenues 



Non-Petroleum Strategies for 
the Future 

•  Natural Resource Development 

•  Value Added Processing 

•  Economic Diversification 

•  Infrastructure Investments in 

Power and Transportation 

•  Footloose Industry 

•  Renewable Energy 



Alaska: An Island Economy 
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State Revenue from Renewable Resources: 
Replace $7.5 Billion* 

$5,000 / 
TOURIST 

$10,000 / 
OZ. GOLD 

$50 / 
SALMON 

*Estimate for FY 2011 



The Alaska Economy: 
 We Need All 3 Legs 
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Presentation Notes
Realizing that potential requires that we understand the role of petroleum in the economy.  Although the movie of Alaska economic growth would not run exactly in reverse if petroleum were to disappear as one of the legs of our stool, it would have serious negative consequences for the other two legs.  Making sure that is not our economic future will be a challenge for us all.



 
North Slope Resources 

 
OIL (Billion 

Barrels) 
GAS (TCF) 

Colville/Canning 4.5 37.5 

ANWR 1002 10.3 3.8 

OCS-Beaufort 6.9 32.1 

OCS-Chukchi 15.5 60.1 

NPRA .9 52.8 

TOTAL 38.1 186.3 



Trend in Oil Patch Employment 



Managing the Petroleum Nest Egg: 
 A Sustainable Spending Cap 

(Billion $) 

$5 / 
Year 

Earnings 

$45 

$81 

$126 
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