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Alaska’s Health Care Industry -
Opportunities and Challenges

By Governor Sarah Palin

Alaska’s health care industry employs more than 27,000 workers and has been
the biggest contributor of new jobs for much of the past decade. Some of the
highest growth and highest demand occupations are in health care, including pharmacists, pharmacy technicians,
respiratory therapists, physical therapists and registered nurses. It is estimated that Alaska is short more than 200
doctors today. Any Alaskan with an inclination toward helping others will find bountiful career opportunities in this in-
dustry.

However, for consumers and policy-makers, health care costs continue to present challenges. Medical costs have
risen more than three times faster than the standard rate of inflation. Spending for health care in Alaska increased
an average of nearly 9 percent a year from 1990 to 2005. Today, Alaska has the highest per capita state expendi-
tures on health care in America ($8,000 per person). Yet Alaska faces serious health care challenges, including the
high cost of health care, chronic disease, substance abuse and access to primary care for certain populations, like
Medicare beneficiaries. About 114,000 Alaskans (17 percent of the population) were counted as uninsured in 2006.

Last February, | signed Administrative Order 232 creating the Alaska Health Care Strategies Planning Council to
develop a statewide plan identifying short-term and long-term strategies to effectively address issues of access to,
and cost and quality of, health care for Alaskans. The action plan will include a description of the current health care
system in Alaska, and will integrate knowledge and experience gathered in a wide variety of reports and recom-
mendations from the work of existing private and public health care initiatives in the state. | want to acknowledge
the Council members for their dedication and hard work, and | look forward to their report, scheduled for release in
January 2008.

So far the Council has identified six overarching problems with health care in Alaska: (1) the high costs of medical
care and insurance in Alaska, higher than the U.S. average; (2) severe medical workforce shortages predicted to
grow significantly in the coming decades; (3) poor sanitation in rural areas significantly impacting health; (4) health
care inaccessibility for many Alaskans — both urban and rural; (5) the need to improve the overall health of Alaska’s
population through enhanced prevention and personal responsibility; and (6) a better coordinated state leadership
dedicated to championing the cause of a healthier Alaska through comprehensive policy.

Any solution to these enormous challenges will require significant public/private investment and partnership. At the
same time, many of the challenges must be taken on by each one of us individually as we strive together to improve
the overall health and well-being of Alaskans from all walks of life and in every region of the state.
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By Guest Authors Alice Rarig, Planner,
and Neal Gilbertsen, Research Analyst
Alaska Department of Health and Social Services

Employer-Based

Health Insurance

Who’s covered and who’s not?

he Alaska departments of Health and
Social Services, Labor and Workforce
Development, and Commerce, Com-
munity and Economic Development
developed a survey that was distributed to a
sample of Alaska’s private-sector and local gov-
ernment employers by the Department of Labor
during the summer of 2006." (See Exhibit 1.)

The survey focused on peak seasonal employ-

1 The survey was conducted with funding for the Alaska State
Planning Grant from the U.S. Department of Health & Human

Services, Health Resources and Services Administration, grant No.

9HS05505.

Employment By Firm Size
Alaska, 2006

Private Sector and Local Government in 2006*

Employees  Number of Sampled Employment by
in Firm Firms  Employment Firms  Sampled Firms
1t09 10,651 38,516 671 2,768
10 to 49 3,551 70,570 465 10,391
50 to 99 472 32,475 177 12,494
100+ 431 164,244 254 95,394
Total 15,105 305,805 1,567 121,047

L All numbers are for the pay period including July 12, 2006, except for the
numbers for schools. Those are for the pay period including April 12, 2006.

Source: Alaska Department of Health and Social Services

Employers and Employment
By firm size, Alaska 2006

Private Sector and Local Government in 2006*

ment® (see Exhibit 2) in an attempt to assess the
impact of firm size, cost and other issues related
to employer offering and employee take-up*® of
health insurance at the high point of Alaska’s
2006 employment.*

Introduction

The 2006 Alaska Employee Health Benefit Sur-
vey® explores the relationship between firm size
and health insurance offerings. It examines the

reasons employers do not offer insurance to

2“Peak seasonal employment” in the 2006 Alaska Employee Health
Benefit Survey and throughout this article refers to the employment
during the pay period that included July 12, 2006, with the excep-
tion of school employment, which refers to employment during the
pay period that included April 12, 2006.

3 Employers may offer insurance to all or some of their employees
but an employer’s specific policy determines when an employee is
eligible (such as after 90 days of employment). Employee take-up
of insurance occurs when an eligible employee signs up for an
offered plan.

4 A description of the sampling procedure and methods employed
can be found on the Web at hss.state.ak.us/commissioner/Health-
planning/planningGrant/default.htm. Reports on the uninsured,
focus groups and other results of the State Planning Grant are also
available on the Web site.

5The 2006 Alaska Employee Health Benefit Survey was mailed

to employers that are required by state law to pay unemployment
insurance taxes and report their employment to the Alaska Depart-
ment of Labor and Workforce Development. Among those excluded
from the tax and reporting requirements are commercial fishermen,
their crews and other agricultural workers, private household work-
ers and the self-employed. Any reference to employers or employ-
ment in this article excludes those same people.

Employees  Number  Full-Time Employees Part-Time Employees  Seasonal Employees Total Employment

in Firm of Firms  Number Percentage  Number Percentage  Number Percentage  Number Percentage
1t09 10,651 21,999 57% 8,112 21% 8,405 22% 38,516 100%
10 to 49 3,551 43,764 62% 11,987 17% 14,819 21% 70,570 100%
50 to 99 472 20,256 62% 4,458 14% 7,761 24% 32,475 100%
100+ 431 114,181 70% 23,311 14% 26,752 16% 164,244 100%
Total 15,105 200,200 65% 47,868 16% 57,737 19% 305,805 100%

1 All numbers are for the pay period including July 12, 2006, except for the numbers for schools. Those are for the pay period

including April 12, 2006.

Source: Alaska Department of Health and Social Services
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workers. It also examines the relationship be-
tween job type and insurance offerings and esti-
mates the numbers and percentages of full-time,
part-time and seasonal workers who are covered
and who lack access to employer-based health
insurance coverage. Selected findings from the
national Medical Expenditure Panel Survey, or
MEPS, are reported in support of the Alaska
study findings.

Why measure peak employment?

The Alaska economy is characterized by a high
degree of seasonality. Employment totals that
blossom in summer wither with the onset of
winter. Construction, seafood processing and
tourism-based employment account for much
of the seasonal variation. In recent years, the
private-sector January-to-July employment gains
have approached 25 percent, while July-to-Jan-
uary declines have erased most of the seasonal
increases.® (See Exhibit 3.)

The workers who fill seasonal jobs are essential
to the state’s economy. Forty-four percent of the
389,271 people who were employed at some
time in 2005 in Alaska’s private sector or for
state” and local governments did not work in ev-
ery quarter of the year. Further, most of Alaska’s
seasonal workers are Alaska residents. Of the
170,237 people who worked in three quarters
or less in 2005 (excluding federal employees),
108,974 or 64 percent were Alaska residents.?

Seasonal variation of this magnitude creates as-
sorted difficulties for workers, employers and
Alaska’s health care system itself. Many firms do
not offer insurance to employees, and those that
do often require a waiting period that effectively
excludes seasonal workers.

Workers who lack insurance often avoid or post-
pone care with consequences to their health

8 The Quarterly Census of Employment and Wages, or QCEW,
provides monthly, quarterly and annual average employment by
industry for Alaska and all boroughs and census areas. To see
Alaska’s QCEW, go to the Department of Labor’s Research and
Analysis Web site at almis.labor.state.ak.us and click on “Employ-
ment” in the blue column on the left.

“This is the only instance in this article that includes state govern-
ment; all other parts of the article deal with the private sector and
local government.

8 Alaska Department of Labor and Workforce Development, Non-
residents Working in Alaska 2005, Page 21
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Private-Sector Monthly Employment
Alaska, January 2004 to January 2006
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Employees’ Eligibility and Enroliment

Alaska, 2006
Employment ) .
Private Sector and Local Government in 2006*
350,000
305,805
300,000 [
250,000 [
200,385
200,000 [
160,768
150,000 [ - — 127,352
100,000 [ - —
Employees Employees Employees
at Firms Eligible Enrolled
50,000 Total Offering || for in
Employees Insurance Insurance Insurance
0

LAll numbers are for the pay period including July 12, 2006, except for the numbers for
schools. Those are for the pay period including April 12, 2006.

Source: Alaska Department of Health and Social Services

and as a result eventually require more expen-

sive medical treatments. Workers who are not

enrolled and their uninsured dependents still

rely on the Alaska health-care delivery system.

Cost shifting results in an economic burden for

the state as well as higher rates for those who are

insured.

Caveats

Point Estimates

The data presented in this report are point esti-
mates. Confidence intervals are important to the

correct interpretation of the data. For example,
the confidence interval for small firms is +/- 5
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Employees Enrolled and Not Enrolled in Insurance
By firm size and job type, Alaska 2006

Private Sector and Local Government in 2006*

Employees Employees Enrolled Employees Not Enrolled

in Firm Full Time Part Time Seasonal Total  Full Time Part Time Seasonal Total Total

1t09 6,109 334 125 6,568 15,890 7,778 8,280 31,948 38,516
o 10to49 22,867 455 380 23,702 20,897 11,532 14,439 46,868 70,570
'E 50 to 99 13,342 361 434 14,137 6,914 4,097 7,327 18,338 32,475
g 100+ 76,351 3,855 2,739 82,945 37,830 19,456 24,013 81,299 164,244

Total 118,669 5,005 3678 127,352 81531 42863 54,059 178,453 305,805
@ 1t09 28% 4% 1% 17% 2% 96% 99% 83% 100%
g 10 to 49 52% 4% 3% 34% 48% 96% 97% 66% 100%
§ 50 to 99 66% 8% 6% 44% 34% 92% 94% 56% 100%
E 100+ 67% 17% 10% 51% 33% 83% 90% 49% 100%

Total 59% 10% 6% 42% 41% 90% 94% 58% 100%

1 All numbers are for the pay period including July 12, 2006, except for the numbers for schools. Those are for the pay period including April

12, 2006.
Source: Alaska Department of Health and Social Services

Insurance Enroliment by Job Type
Alaska, 2006

Private Sector and Local Government in 2006*

S Full Time
= Part Time

Insured = Seasonal

Not enrolled

0 50,000 100,000

Employees

150,000 200,000

LAll numbers are for the pay period including July 12, 2006, except for the numbers for
schools. Those are for the pay period including April 12, 2006.
Source: Alaska Department of Health and Social Services

percent. When it is reported that 61 percent of

small firms offer insurance, it would be more ac-
curate to state that the percentage of small firms
offering insurance falls between 56 percent and

66 percent.

Issue of National Employers

Firm size was determined by reported in-state
employment. As a result, a significant number
of large national and international firms were
categorized as very small, small or medium-

SKA ECONOMIC TRENDS

sized employers based on the jobs that these
firms provided in Alaska. It is probable that most
Alaska employees of national and international
firms have access to employer-based insurance
negotiated on the basis of national employment
levels, rather than on Alaska employment to-
tals. Therefore, it is likely that these inclusions
increase slightly the apparent rates of insurance
offerings and coverage attributed to very small,
small and medium-sized firms.

Employer-based health insurance:
enrollment at the seasonal peak

At the seasonal peak of 2006, only 42 percent
of Alaska’s 305,805 private-sector and local gov-
ernment employees were covered by health in-
surance through their employment. (See Exhibit
4.) The survey results indicated that 127,352
Alaska workers were enrolled in such programs,
but 178,453 positions were filled by workers
who were not enrolled. (See Exhibit 5.) Some
of the latter group may have had coverage from
other sources such as other employers, spouses
or parents. It is likely that many of those who
were insured at the seasonal peak employment
time later suffered gaps in employer-based in-
surance coverage during seasonally low employ-
ment periods.

Low rates of insurance offering to all employees
by smaller firms, and low rates of offering to

DECEMBER 2007



part-time and seasonal employees by firms of
all sizes, were the major factors contributing
to the high percentages of workers who were

Firms Offering Insurance
By numbers of firms, Alaska 2006

Private Sector and Local Government in 2006*

not enrolled. (See Exhibit 6.) Extended wait-

Employees Firms in Firms Offering Percentage of Total Firms
ing periods for eligibility in a h|gh|y seasonal in Firm? Universe Insurance Offering Insurance
economy created further barriers to employee 119 10,651 2,937 28%

10to 49 3,551 2,176 61%
enrollment. 50 to 99 472 413 88%

100+ 431 400 93%

15,105 5,926 39%

Small firms less likely to offer insurance T

Firm size® was a major determinant of wheth-
er insurance was offered to employees. Of
the 10,651 firms with fewer than 10 employ-
ees, only 28 percent offered insurance to any
of their employees. The percentage of firms
offering health insurance plans to some em-
ployees increased to 61 percent of firms with
10 to 49 employees, 88 percent of firms with
50 to 99 employees and 93 percent of firms
with 100 or more employees. (See Exhibits 7
and 8.)

Number of employers and employment
measured at peak season

While very small and small employers ac-
counted for 14,202 or 94 percent of all
15,105 private-sector and local government
employers in the peak employment period,

t All numbers are for the pay period including July 12, 2006, except for the num-
bers for schools. Those are for the pay period including April 12, 2006.

2The classification of some national firms as small employers is because only the
Alaska employees are counted. If these firms were classified as very large firms,
the “percentage offering” for smaller firms would be less, and the “percentage
offering” for larger firms would be higher. National survey data, such as from the
Medical Expenditure Panel Survey, are provided by firm size, according to each
firm’s national employment levels.

Source: Alaska Department of Health and Social Services

Firms Offering Insurance

Percentage By percentage, Alaska 2006
Offering

Insurance Private Sector and Local Government in 2006*

100%

93%

0,
Overall, 39 percent of firms 88%

80% offer health insurance. |
0

61%
60% ] ]

40% — |
28%

together they accounted for only 36 percent ] veysman || smar || medum | Large
of the total peak seasonal employment. Over 20% Firms Firms Firms Firms
half (54 percent) of all employees worked for 1109 10t0 49 50 t0 99 100+

the 431 firms that reported 100 or more em-
ployees. Full-time workers made up 65 per-
cent of the work force, while part-time and
seasonal workers accounted for 16 percent
and 19 percent, respectively. Part-time and
seasonal workers represented higher percent-

Employees in Firm

Number of Firms By Size
Alaska, 2006

Private Sector and Local Government in 2006*

Number of Firms

ages of the work force at very small and small- 12,000
. . . 10,651
sized firms than they did at large employers.
L 10,000
(See Exhibits 2, 9 and 10.)
- ) . . 8,000
9 Throughout the article, firms with one to nine employees are “very
small firms,” firms with 10 to 49 employees are “small firms,” firms
with 50 to 99 employees are “medium-sized firms” and firms with 6,000
100 or more employees are “large firms.”
4,000 3,551
Footnotes for Exhibits 8 and 9:
1Al numbers are for the pay period including July 12, 2006, 2,000 H -
except for the numbers for schools. Those are for the pay 472
period including April 12, 2006. ‘ L 431
Source for Exhibits 8 and 9: Alaska Department of Health and
Social Services 1to9 10 to 49 50 to 99 100+
Employees in Firm
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Who works where? Full time, part time
and seasonal — by size of firm

Of the 305,805 total employees, 38,516 worked
at firms employing one to nine individuals and
70,570 were employed at firms employing 10 to
49. Nearly two-thirds of all workers (64 percent)
worked at firms with employment totals of more
than 50.

The 200,200 full-time workers constituted by
far the largest group, but nearly 35 percent
of all paid positions were filled by part-time
(47,868) or seasonal (57,737) employees.
More than two-thirds (67 percent) of full-
time workers were employed by firms with

Overall Employment
By firm size and job type, Alaska 2006

Employment Private Sector and Local Government in 2006*
200,000

D Full-Time

= Part-Time
150,000 [| ™ Seasonal

100,000

50,000

—

—

1t0o9 10 to 49 50 to 99

Employees in Firm

100+

tAll numbers are for the pay period including July 12, 2006, except for the numbers for
schools. Those are for the pay period including April 12, 2006.
Source: Alaska Department of Health and Social Services

Firms Offering Insurance
By firm size and worker type, Alaska 2006

more than 50 employees, while only 58 per-
cent of part-time and 60 percent of seasonal
workers were employed by employers with
more than 50 employees. This is significant
because larger employers are far more likely
to offer insurance to employees than smaller
employers.

Who offers what to whom?

While 39 percent of all Alaska firms of-
fered insurance to full-time workers, only 8
percent offered it to part-time workers and
just 2 percent offered insurance programs
to seasonal workers. (See Exhibits 11 and
12.) Larger firms were more likely to offer
insurance to all categories of employees.
However, fewer than half (47 percent) of
the 105,605 seasonal and part-time workers
were employed by the very large firms, com-
pared with 57 percent of full-time workers.
(See Exhibit 13.)

Of the 15,105 firms that had more than one
employee in the peak employment period,
5,926 or 39 percent offered insurance. Of
those, 1,961 firms offered insurance to em-
ployees only, while 3,992 or 67 percent of-
fered insurance to both employees and de-
pendents. Whether insurance was offered to
dependents or not was closely tied to the size
of the employer, with larger firms being far
more likely to extend coverage to dependents.
Only 56 percent of the very small employers
that offered insurance to employees also of-
fered it to dependents. Yet 73 percent of small
employers, 91 percent of medium-sized em-
ployers and 95 percent of large employers that
offered insurance to their employees also of-
fered it to their employees’ dependents. (See
Exhibit 14.)

Private Sector and Local Government in 2006*

Employees

in Firm
1t09
10 to 49
50 to 99
100+
Total

Offered to Full-Time

Offered to Part-Time Offered to Seasonal

Total Did Not Offer Employees Employees Employees
Number Percentage Number Percentage Number Percentage Number Percentage Number Percentage
10,651 100% 7,714 2% 2,937 28% 476 4% 127 1%
3,551 100% 1,375 39% 2,176 61% 428 12% 115 3%
472 100% 59 12% 413 88% 147 31% 35 7%
431 100% 31 7% 400 93% 148 34% 44 10%
15,105 100% 9,179 61% 5,926 39% 1,199 8% 321 2%

1 All numbers are for the pay period including July 12, 2006, except for the numbers for schools. Those are for the pay period including April

12, 2006.

Source: Alaska Department of Health and Social Services
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Reasons why insurance is not offered

When asked why insurance was not offered, the
most common response by all employers was
that it was too expensive. There were, however,
some significant differences between smaller
employers and large firms. While between 8
percent and 9 percent of very small, small and
medium-sized firms cited their seasonal work
force as a reason for not offering insurance, fully
39 percent of large employers cited that reason.
The 39 percent is close to the 44 percent in the
same category that cited expense as a reason for
not offering insurance. (See Exhibit 15.)

Who pays?

While very small employers were far less likely
to offer insurance to their workers than larger
employers, those that did offer insurance were
far more likely to pay some or all of the premi-
ums. Sixty-one percent of all very small employ-
ers who offered insurance to full-time employ-
ees paid the entire premium. That compares
with 44 percent of the small employers, 46 per-
cent of the medium-sized employers and only
36 percent of the large employers who did so.

The same trend extends to those who employ
seasonal workers. Only a tiny percentage of
all employers offered insurance to seasonal
workers, and very few seasonal workers had
sufficient tenure to be eligible to enroll. (See
Exhibit 17.) Still, of those firms that provided
insurance to seasonal workers, 75 percent of
the very small employers paid the entire pre-
mium, while 60 percent of small employers,
46 percent of medium-sized employers and
only 44 percent of large employers paid the
whole premium.

Only 18 percent of the firms that offered insur-
ance to dependents of full-time employees paid
the entire premium. Large firms that offered
such insurance were more likely to pay some

Footnote for Exhibits 12, 13 and 14:

LAll numbers are for the pay period including July 12, 2006,
except for the numbers for schools. Those are for the pay
period including April 12, 2006.

Source for Exhibits 12, 13 and 14: Alaska Department of Health
and Social Services

ALASKA ECONOMIC TRENDS
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Firms Offering Insurance
By worker type, Alaska 2006

Private Sector and Local Government in 2006

15,105
5,926
I [ 1,199
321
I —
Total Firms Offer to Offer to Offer to
in Alaska Full-Time Part-Time Seasonal
Employees Employees Employees
Firm Size and Job Type
As a percentage of total, Alaska 2006
Private Sector and Local Government in 2006*
Percentage
Employees of Total
in Firm Full Time Part Time Seasonal Employees
1to9 11% 17% 15% 13%
10 to 49 22% 25% 26% 23%
50 to 99 10% 9% 13% 11%
100+ 57% 49% 46% 54%
Total 100% 100% 100% 100%

Type of Offerings by Firm Size
Alaska, 2006

Percentage

of Firms

Firms That Offer Insurance

Private Sector and Local Government in 2006*

100%

I Employees Only

[ Employees and Dependents

91%

95%

80%

73%

60%

40%

20%

56%

5%

1t09

10 to 49

50 to 99

Employees in Firm
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1 Reasons Firms Do Not Offer Insurance

Alaska, 2006

Private Sector and Local Government in 2006*

workers were not enrolled. Of the
127,352 insured workers, only
8,683 or 7 percent were part-time

Number of

Firms That Workers
Employees Do Not Offer Too Too Few Seasonal Have Other
in Firm Insurance  Expensive Employees Work Force
1to9 7,714 53% 9% 9% 7%
10 to 49 1,375 58% 4% 8% 2%
50 to 99 59 61% 0% 9% 0%
100+ 31 44% 0% 39% 11%
Total 9,179 54% 7% 9% 6%

Insurance Response Reasons

or seasonal employees. They ac-
counted for 35 percent of the total

No Other \vork force, but represented 54

10% 1295  percent of the workers who were
12% 16%  not enrolled. (See Exhibit 5.)
17% 13%

6% 0% . R
oy Offers of insurance don’t

mean all workers can enroll

LAll numbers are for the pay period including July 12, 2006, except for the numbers for schools. Those are for
the pay period including April 12, 2006.

Source: Alaska Department of Health and Social Services

Full-Time Employee Participation

Alaska, 2006
Full-Time
Employees Private Sector and Local Government in 2006*
250,000
200,200
200,000
175,274
150,000 - || 146,061
118,669
100,000 [ 1 ] ] ]
50,000 [ 1 ] ] N
Total Offered Eligible for Enrolled in
Insurance Insurance Insurance

LAl numbers are for the pay period including July 12, 2006, except for the numbers for schools.
Those are for the pay period including April 12, 2006.
Source: Alaska Department of Health and Social Services

or all the premium than smaller firms. Fully 81
percent of the large employers that offered in-
surance to the dependents of full-time workers
paid all or part of the premium. That compares
to 76 percent of medium-sized employers, 62
percent of small employers and 66 percent of
the very small employers who offered such in-
surance. (See Exhibits 18.)

Who is enrolled, who is not?
While 59 percent of all full-time workers were

enrolled in health insurance programs, 90 per-
cent of part-time and 94 percent of seasonal

10
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Of the 200,200 full-time workers,

175,274 or 88 percent were em-
ployed by firms that offered them insurance, but
just 33 percent of part-time workers and 16 per-
cent of seasonal workers were employed by firms
that provided the opportunity to eventually enroll
in insurance. Because the latter two groups consti-
tute a significant percentage of the total seasonal
work force and because relatively few of them
worked at firms that offered them insurance, only
66 percent of Alaska’s peak work force was em-
ployed by firms that offered insurance. Moreover,
of the 24,926 full-time workers who were not of-
fered insurance, 22,475 or 90 percent worked for
firms with fewer than 50 employees. Clearly, a low
rate of offering to full-time workers by small and
very small employers is a major explanatory factor
of Alaska’s low rate of coverage. (See Exhibit 19.)

Who is eligible to enroll?

The average waiting period for full-time workers to
gain eligibility to enroll in insurance programs of-
fered by all employers was 83 days. Waiting times
were longer at very small employers, which aver-
aged 104 days. Small employers averaged 92 days,
medium-sized firms averaged 70 days and large
firms averaged only 65 days. (See Exhibit 20.)

Very small firms also required much longer wait-
ing periods for part-time employees (an average
of 123 days) when compared to small firms that
required 47, medium-sized firms that required
55 and large firms that required 59 days.

There was no significant difference by firm
size among those few firms that offered insur-
ance to seasonal employees, and the average
waiting period amounted to 61 days. But 42
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percent of the seasonal employees at firms of-
fering them insurance were required to have

Seasonal Employee Participation
Alaska, 2006

17

worked more than 60 days before they be- Seasonal
came eligible, and 31 percent faced waiting Employees Private Sector and Local Government in 2006+
periods longer than 90 days. This obviously 60,000
creates barriers in those jobs tied to Alaska’s S
short summer season. 50,000 [
While 73 percent of all full-time workers had 40,000 [
sufficient tenure to enroll in health insurance
programs, just 22 percent of part-time workers 30,000 [
and 7 percent of seasonal workers were eligible
to enroll. (See Exhibit 19.) 20,000 |-

i ?
Who is covered? 10,000 1 9,313

4,179 3,678

As might be expected, full-time employees are 0
far more likely to be enrolled in health insurance Total Offered Eligible for Enrolied in
plans than part-time or seasonal workers. Of the Insurance Insurance Insurance

LAll numbers are for the pay period including July 12, 2006, except for the numbers for schools.

Those are for the pay period including April 12, 2006.

127,352 employees who were covered, 118,669
or 93 percent were full-time employees. Only
5,005 or just over 10 percent of the 47,868 part-
time employees were similarly covered. Of the
57,737 seasonal workers, just 3,678 or 6 percent
were covered by employer-based health insur-

Source: Alaska Department of Health and Social Services

Premiums Paid for Dependents
For full-time workers,' Alaska 2006

ance. (See Exhibits 19 and 21.)

Private Sector and Local Government in 20062

Employees Pay Some
Only 17 percent of all employees at very small in Firm Pay Al Pay Some orAll Pay None
firms were enrolled in employer-based health 1109 24% 42% 66% 33%
' ploy 10 to 49 17% 45% 62% 38%
insurance. Small employers saw 34 percent of 50 to 99 17% 59% 76% 23%
their total employees enrolled, while medium- 100+ 17% 64% 81% 19%
Total 18% 54% 72% 28%

sized firms enrolled 44 percent of their work-
ers. Only large employers enrolled a majority
of their employees, with 51 percent covered by
employer-sponsored health insurance. (See Ex-
hibit 22.)

Take-up rates

While firm size was slightly related to overall
take-up rates, with fewer eligible workers en-
rolling in the insurance programs offered by
smaller firms, almost all of the correlation is ex-
plained by the take-up rates of full-time work-
ers. Part-time and seasonal employee take-up
rates were about the same across firms of all
sizes.

Eligible part-time workers had a much lower

take-up rate than full-time and seasonal work-
ers. Seasonal workers who were eligible were

ALASKA ECONOMIC TRENDS

1 Premiums paid for full-time workers’ dependents by firms offer-

ing insurance

2 All numbers are for the pay period including July 12, 2006, except
for the numbers for schools. Those are for the pay period including

April 12, 2006.
Source: Alaska Department of Health and Social Services

the most likely to enroll in employer-sponsored
programs, but they were far less likely to be of-
fered health insurance or to have sufficient job
tenure to be eligible. Seasonal workers regis-
tered an 88 percent take-up rate compared with
81 percent for full-time employees and 48 per-
cent for part-time employees. Seasonal workers
employed by large firms registered the highest
take-up rate with 91 percent enrolling. (See Ex-
hibits 23, 24 and 25.)

The 54,059 seasonal workers who were not

enrolled represent more than 30 percent of
Alaska’s total workers who were not enrolled.
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Offered, Eligible and Enrolled
By firm size and job type, Alaska 2006

Private Sector and Local Government in 2006*

tenure to enroll in offered
programs. (See Exhibit 26.)

The survey showed 105,420

Employees  Full-Time Employees Part-Time Employees = Seasonal Employees Total Employment employees working at firms
in Firm Number Percentage Number Percentage Number Percentage Number Percentage that did not offer them
Employees Offered Insurance health insurance. Of those,
1t09 9,114 41% 751 9% 209 2% 10,074 26% :
10 to 49 34,174 78% 1,324 11% 815 5% 36,313 51% 24,926 were full-time
50 to 99 18,897 93% 1,144 26% 1,123 14% 21,164 s employees, 32,069 were
100+ 113,089 99% 12,579 54% 7,166 27% 132,834 81% part—time and 48,424 were
Total 175,274 88% 15,798 33% 9,313 16% 200,385 66%  seasonal. Almost all (22,475)
Employees Eligible to Enroll in Insurance full-time employees who
1t09 8,084 37% 598 % 139 2% 8,821 23% were not offered insurance
10 to 49 29,807 68% 937 8% 496 3% 31,240 44% worked for firms with fewer
50 to 99 16,742 83% 525 12% 548 7% 17,815 55%  than 50 employees. While
100+ 91,428 80% 8,468 36% 2,996 1% 102,892 63%
Total 146,061 73% 10,528 22% 4,179 7% 160,768 s3% 22,200 seasonal workers
who were not offered insur-
Employees Enrolled in Insurance ance worked for employers
1t09 6,109 28% 334 4% 125 1% 6,568 17% .
10 to 49 22,867 52% 455 4% 380 3% 23,702 aay,  With fewer than 50 employ-
50 to 99 13,342 66% 361 8% 434 6% 14,137 4%  ees, 26,224 worked for em-
100+ 76,351 67% 3,855 17% 2,739 10% 82,945 51% ployers with more than 50
Total 118,669 59% 5,005 10% 3,678 6% 127,352 42%

employees.

L All numbers are for the pay period including July 12, 2006, except for the numbers for schools. Those are for the
pay period including April 12, 2006.
Source: Alaska Department of Health and Social Services

Number of Days

Average Waiting Periods
Full-time employees, Alaska 2006

Private Sector and Local Government in 2006*

120
Average waiting period for enrollment at firms
offering insurance for full-time employees
100 || 104 Days
92 Days
80 [ 1
70 Days
60 [ 1 v 1 65 Days
40 M ] ] . ] u
Very Small Small Medium Large
Firms Firms Firms Firms
20 [ 1 ] 1 m
1to9 10 to 49 50 to 99 100+

Employees in Firm

LAll numbers are for the pay period including July 12, 2006, except for the numbers for
schools. Those are for the pay period including April 12, 2006.
Source: Alaska Department of Health and Social Services

Workers not enrolled

The 178,453 employees who were not enrolled
represented 58 percent of the total peak work
force. Of those, 145,036 or 81 percent were
either not offered insurance or lacked sufficient

12 A
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Ninety percent of all em-

ployers with more than 50

employees offered insur-
ance to full-time workers while only 33 percent
offered it to part-time employees and just 9
percent offered it to seasonal hires. The rates of
offering to all groups were considerably lower
for small and very small employers. Part-time
and seasonal employees accounted for 105,605
or 35 percent of Alaska’s total peak employment
but only 25,111 of those workers were offered
insurance by their employers, and even fewer
— 14,707 employees — had the required tenure
to gain eligibility. In short, only 14 percent of
seasonal or part-time employees had the oppor-
tunity to enroll in employer-based health insur-
ance programs.

There were 39,617 employees who worked at
firms that offered insurance but lacked sufficient
tenure to be eligible for enrollment. Most of
those (29,213) were full-time employees.

Just 19 percent, or 33,416, of the 178,453 em-
ployees who were not enrolled actually declined
coverage. Some may have done so because they
were working two jobs and already had insur-
ance through another employer. Others could
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have had insurance coverage through their
spouses or other sources, including Medicare or
other programs.

Clearly, the reasons most Alaska workers who are
not enrolled lack employer-based coverage are
tied to the low rates of offering and the relatively
long waiting periods necessary to gain eligibility.
The fact that Alaska’s seasonal high employment
levels span a three-month period while the aver-
age waiting period for full-time employees to be
eligible is 83 days indicates that many workers
see their jobs end by the time they gain eligibil-
ity. Presumably, when they find new employ-
ment, the waiting period starts over.

Low-income workers less
likely to have insurance

The U.S. Department of Health & Human Services,
through its Agency for Healthcare Research and
Quality, publishes data from its Medical Expen-
diture Panel Survey, which is a set of large-scale
surveys of families and individuals, their medical
providers and employers across the United States.
Among other things, the survey produces data on
the cost, scope and breadth of health insurance
held by and available to U.S. workers."

The results of the MEPS 2005 survey of Alaska
employers cast further light upon which workers
are not enrolled in employer-based health insur-
ance programs.

MEPS earning quartile data point out that the two
lower earning quartiles made up 50 percent of all
employees but represented 67 percent of all the
workers who were not enrolled. (See Exhibit 27.)
In contrast, the two higher earning brackets repre-
sented the other 50 percent of all employees yet
represented 69 percent of all insured workers."

Retail trade and services:
low pay, high premiums

The MEPS grouping of “retail trade and other
services” includes several sectors based on the
North American Industry Classification System, or

1% For more information, go to the MEPS Web site at meps.ahrg.gov/
mepsweb.
1 MEPS-Insurance Coverage Table VIII Series 2005

ALASKA ECONOMIC TRENDS

Job Types and Enroliment
Alaska, 2006

Percentage of

All Employees Percentage of All Employees Enrolled
Private Sector and Local Government in 2006*
70%
0,
60% 59%
50% [
40%
30% [
20% [
10%
lO% | | %
Full Time Part Time Seasonal
Job Type

LAll numbers are for the pay period including July 12, 2006, except for the numbers for

schools. Those are for the pay period including April 12, 2006.

Source: Alaska Department of Health and Social Services

Firm Sizes
Alaska, 2006

Percentage of

All Employees Percentage of All Employees Enrolled
Private Sector and Local Government in 2006*
60%
51%
50% |
44%
40% ] m
34%
30% 1 1 n
20% 17% - - m
Very Small Small Medium Large
10% [ Firms — Firms — Firms — Firms —
1to9 10 to 49 50 to 99 100+

Employees in Firm

LAll numbers are for the pay period including July 12, 2006, except for the numbers for
schools. Those are for the pay period including April 12, 2006.
Source: Alaska Department of Health and Social Services

NAICS, with retail trade and leisure and hospitality
accounting for most of the total employment.™

While many workers in the retail trade and
other services grouping serve local customers,
the collection of industries depends heavily on

2The MEPS “retail trade and other services” category includes
NAICS sectors 44, 45, 56, 71, 72 and 81. Those range from grocery
stores, gas stations and waste management to the performing arts,
museums, hotels, restaurants and repair shops.
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By firm size and job type, Alaska 2006 trade and other services grouping are generally
’ paid far less than employees of other industries.

While the 2005 Quarterly Census of Employ-

2 The E||g|b|e Who Enroll the seasonal tourist trade. Workers in the retail

Private Sector and Local Government in 2006*

Employees ment and Wages average private-sector monthly
in Firm Full Time Part Time Seasonal Total earnings in Alaska were $3/212/ retail trade

1to9 76% 56% 90% 74% .

10 10 49 7% 49% 7% 76% workers earned $2,148 and those employed in
50 to 99 80% 69% 79% 79% leisure and hospitality earned $1,448.

100+ 84% 46% 91% 81%

Total 81% 48% 88% 79%

In spite of the low average monthly earnings,
workers in the retail trade and other services

2 Percentage of Ellglble Enrolled gouring faced by far the highest average em-

. ployee-required contributions of any group. In-
By job type, Alaska 2006 deed, the average employee-required contribu-

Percentage tion of $1,638 a year for Alaska was double the
of Ellgible $844 national average for this industry grouping
mployees .
Enrolled and nearly three times larger than the yearly
Private Sector and Local Government in 2006* . . .
100% employee contribution required by most other
88% Alaska industries."

81%
80% [ —

It should come as no surprise that 75 percent of
the MEPS’ retail trade and other services workers
60% [ — were not enrolled in employer-sponsored health
48% insurance. (See Exhibit 28.) Only 68 percent
worked at firms that offered insurance, and only
47 percent of those had worked long enough to
be eligible to enroll. In short, this group of low-
paid workers accounted for more than half (54
percent) of the Alaska workers who were not en-
rolled in employer-sponsored health insurance
in 2005.™

40% [

20% [

Full Time Part Time Seasonal

Why workers lack insurance

Percentage of Eligible Enrolled
By firm size, Alaska 2006

In the final analysis, most of Alaska’s workers

Percentage .
of Eligible who were not enrolled lack health insurance
Employees _ _ simply because it was not available to them.
Enrolled Private Sector and Local Government in 2006* o .
(See Exhibit 29.) According to the results of the
Eait 2006 Alaska Employee Health Benefit Survey,
820, 66 percent of all full-time workers, 87 percent of
0 .
81% all part-time workers and 99 percent of all sea-
80% 79% 1 sonal workers who were not insured were either
not offered employer-based coverage or lacked
78% — =
0 B MEPS-IC Table V Series 2005
76% 76% - || 1MEPS-IC Table V Series 2005
74%
74% H — — — H Footnote for Exhibits 23, 24 and 25:
Very Small Small Medium Large LAll numbers are for the pay period including July 12, 2006,
or LI Firms ] Firms ] Firms ] Firms | except for the numbers for schools. Those are for the pay
2% period including April 12, 2006.
1to9 10 to 49 50 to 99 100+ Source for Exhibits 23, 24 and 25: Alaska Department of Health
70% and Social Services
Employees in Firm
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sufficient job tenure to enroll in the employer-
sponsored program.

Because employment levels fell after Alaska’s
2006 employment peak — represented by the
single pay period including July 12, 2006 — it
seems likely that many workers who lacked suf-
ficient tenure to enroll in insurance saw their
jobs end before coverage could be obtained.
Many others who were enrolled in employer-
based health insurance programs likely suffered
gaps in insurance coverage when their employ-
ment ended.

Conclusions

While this survey does not provide answers, it
does provide evidence about some issues relat-
ed to opportunities for and barriers to employ-
er-sponsored insurance in Alaska. The survey
confirmed the lower rates of offering by small
firms (28 percent for very small employers com-
pared to 93 percent for the largest employers),
and provided evidence that about 60 percent
of employees who were not enrolled worked in
non-offering firms.

Second, the survey found that part-time and
seasonal workers had little opportunity to obtain
health care coverage through their employment.
They were more likely to work in non-offering
firms and to lack tenure to enroll.

Third, the average waiting period for enrollment
among all employers was 83 days, approach-
ing the length of time many seasonal jobs last in
Alaska’s highly seasonal economy.

Fourth, the MEPS data for Alaska shows that
workers in the “retail trade and other services”
jobs earn less than the average private-sector
worker in Alaska, and jobs in the retail trade
and other services grouping have the lowest
rates of offering and the highest average pre-
miums.

Lastly, gaps between work periods due to the
seasonality of the economy indicate the po-
tential lack of fit between employment-based
health insurance options and Alaska’s employ-
ment options. With only 44 percent of Alaska

ALASKA ECONOMIC TRENDS

Workers Not Enrolled

By job type, Alaska 2006 2 G

Employees Private Sector and Local Government in 2006

100,000

O Insurance Not Offered
I Insurance Declined

80,000
I Employees Lack Tenure

60,000

40,000

20,000

Full Time Part Time Seasonal

*All numbers are for the pay period including July 12, 2006, except for the numbers for

schools. Those are for the pay period including April 12, 2006.

Source: Alaska Department of Health and Social Services

Workers Not Enrolled
By earnings quartile,’ Alaska 2005

Private-Sector Employees

Top Earnings
Quartile

Bottom
Earnings
Quartile

Second
Earnings
Quartile

Third
Earnings
Quartile

1Employees were divided into four equal groups, by their earnings. For example, the top
quartile represents those employees, when ranked by earnings, who were in the top 25
percent; the second quartile represents the employees in the next 25 percent.

Source: U.S. Department of Health and Social Services, Agency for Healthcare Research Qual-
ity, Medical Expenditure Panel Survey - Insurance Coverage Table VIII Series 2005

workers being employed during all four quarters,
interruptions of coverage are frequent.

Low rates of offering by small employers:
Twenty-eight percent of very small firms offered
insurance to employees, compared with 93
percent of the largest group. Fifty-nine percent
(105,420) of Alaska’s 178,453 employees who
were not enrolled in employer-based insur-
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Eligibility and Enroliment
Alaska, 2005

Private-Sector Employment in 2005

|E| Insured B Not Enrolled |

Forestry and
Construction

Mining and
Manufacturing

Professional

Retail Trade and
Other Services

All Others

20,000

40,000 60,000 80,000 100,000

Employees

Source: U.S. Department of Health and Social Services, Agency for Healthcare Research
Quiality, Medical Expenditure Panel Survey - Insurance Coverage Table V Series 2005

Reasons for Not Being Enrolled
Alaska, 2006

Private Sector and Local Government in 2006

Declined Insurance
(33,416)

Insurance

Not Eligible
Not Offered for Insurance
(105,420) (39,617)

tAll numbers are for the pay period including July 12, 2006, except for the numbers for
schools. Those are for the pay period including April 12, 2006.
Source: Alaska Department of Health and Social Services

ance worked for firms that did not offer them
insurance. Of those, 24,926 were full-time
employees, of whom 90 percent were employ-
ees of small or very small firms (fewer than 50
employees).

Low rates of offering to part-time and seasonal
employees: Part-time and seasonal workers
were far less likely than full-time workers to
be offered insurance by employers of any size.
Of the 57,737 seasonal workers, only 9,313
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worked at firms where insurance was offered to
them, and only 4,179 had gained sufficient job
tenure to be eligible. Similarly, 15,798 of Alas-
ka's 47,868 part-time employees were at firms
that offered them insurance and 10,528 had suf-
ficient tenure to enroll.

Long waiting periods in a highly seasonal econ-
omy: In addition to the 105,420 Alaska workers
who were not offered insurance, 39,617 Alaska
employees worked at firms that offered insur-
ance but lacked sufficient job tenure to enroll.
Nearly three-quarters of those, or 29,213, were
full-time employees, while 5,270 and 5,134
were part-time and seasonal employees, respec-
tively. The average waiting period among all
employers was 83 days; the height of Alaska’s
summer employment season, on the other hand,
typically lasts roughly 90 days — June, July and
August. In effect, the average waiting period for
enrollment approached the length of time many
of those jobs could be expected to last.

Low rates of offerings and high premiums for
low income workers: In addition to the findings
of the 2006 Alaska Employee Health Benefit
Survey, the 2005 MEPS data point to the fact
that low income workers — especially workers in
their broadly defined “retail trade and other ser-
vices” category — face both low rates of offering
and disproportionately high premiums.

Employment gaps in a highly seasonal economy:
Forty-four percent of Alaska’s wage and salary
workers (not including federal workers) and
more than 50 percent of private-sector employ-
ees did not work in all four quarters of 2005.
When unemployed, these individuals lacked
employer-sponsored health insurance. Upon re-
turning to work, if offered health insurance, they
would again face any required waiting times.

In summary, in Alaska’s highly seasonal econo-
my, traditional employer-based insurance is less
likely to provide consistent coverage than is pos-
sible in the rest of the country.
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Housing Affordability in Alaska

ach quarter, the Alaska Department
E of Labor and Workforce Develop-

ment compiles the Alaska Affordabil-

ity Index, a useful tool for monitoring
housing affordability in Alaska over time.

The index measures how three main economic
factors interact: home sales prices, average in-
comes and interest rates. It creates a value that
can be used to measure housing affordability
consistently.

The Alaska Affordability Index defined

The index essentially tells you how many people
have to bring in a paycheck in order to afford

a home. It measures the number of wage earn-
ers in a household that are required to obtain a
mortgage for an average-priced home, given the
average interest rate and the average income.

The index assumes a 15 percent
down payment on a 30-year
fixed rate conventional mort-
gage. A monthly payment is de-
termined, based on the average  Index

The Alaska Affordability Index
Single-family homes, statewide 1996 to 2007

By Rob Kreiger, Research Analyst

The role of home prices, interest rates and wages

An index value of 1.0 means that the income

of exactly one person is required to afford an
average-priced home. A number higher than 1.0
means that more than one person’s income is
required to afford a home, thus the housing is
less affordable.

The index measures housing affordability based
on factors that the Department of Labor mea-
sures on a regular basis. (See Methodology in
box.) There are, however, other factors that
should also be considered when determining
affordability that aren’t included in the index.
Many of those factors are unique to the home-
buyer’s situation and are difficult or impossible
to measure consistently.

Some of those factors include insurance costs,
both for hazard and mortgage insurance; prop-
erty taxes, which can vary by the area and the
size of the property; utility costs, which can be a

First Quarter 1996 to Second Quarter 2007

sales price for a single-family 18

home, the average income and |

the average interest rate.
1.6

That monthly payment is then

used to calculate the required
monthly income needed to 14
qualify for the mortgage. The

A/’V

required monthly income is

then divided by the average in- 1>
come to yield the index value.

The resulting index value is

the number of wage earners
required to afford the average-
priced single-family home.
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Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section
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Average Sales Prices
Single-family homes, statewide 1996 to 2007

Average
Sales Prices

First Quarter 1996 to Second Quarter 2007
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Average Monthly Wages
Statewide 1996 to 2007
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large part of monthly housing costs and can vary
depending on energy types; and adjustable rate
mortgages, which can mean monthly payments
can increase or decrease, sometimes dramati-
cally, based on interest rate changes.

Analyzing the index

Housing affordability has varied over the past

10 years. (See Exhibit 1.) At times when hous-
ing has become less affordable, conditions in the
market (such as a decrease in interest rates) seem
to adjust, making housing more affordable. Con-
versely, when housing becomes more affordable,
economic factors have a way of making housing
less affordable. Plotting the Alaska Affordability
Index on a quarterly basis over the last 10 years,
a zigzag pattern can be observed indicating these
fluctuations in affordability.

However, housing has seen a trend of dimin-
ishing affordability since the second quarter of
2004. What makes this trend unique is there
has been no significant correction toward in-
creased affordability. In addition, the afford-
ability index values have hit their highest levels
since the index was created in 1992, indicat-
ing that housing is at the least-affordable level
since the data has been collected.

Looking at average selling prices for single-
family homes independently of other vari-
ables may give the impression that housing is
becoming less affordable due to skyrocketing
sales prices. Although average sales prices
have been increasing at a record pace in re-
cent years (see Exhibit 2), this in and of itself

is not causing the recent trend in diminishing
housing affordability. Rather, affordability is
diminishing due to the combination of increas-
ing sales prices, slow to moderate wage growth
(see Exhibit 3) and interest rates that are slowly
beginning to rise.

During the feverish housing market in the 2004-
2005 period, housing was more affordable

than it is in 2007. Even though sales prices are
leveling off and income is increasing, interest
rates have crept up and are now back at levels
not seen in more than five years. (See Exhibit
4.) A few years ago, lower interest rates meant
that homebuyers could borrow money for less;
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that in turn made monthly mortgage payments
smaller. Smaller monthly payments meant that
less monthly income was required to afford an
average-priced home.

Now that the interest rate component of the equa-
tion has risen off the historic low levels, money is
becoming more expensive to borrow. With aver-
age sales prices still high and average wages in-
creasing modestly, housing affordability is waning.

A look at regional
differences in affordability

Regionally, there are differences in housing afford-
ability primarily due to differences in wages and
home sales prices. Looking at the 10-year average
index value for each selected area of the state
(see Exhibit 5), areas where housing is less afford-
able have historically had higher average sales
prices due to limited housing availability. The
Bethel Census Area, and the Kodiak Island and
Juneau boroughs have generally been less afford-
able than other areas. Index values for the Bethel
Census Area have averaged 2.11 over the past 10
years, while the Kodiak Island and Juneau bor-
oughs have averaged 1.82 and 1.75, respectively.

Areas with more affordable housing may not nec-
essarily have much lower sales prices than less

affordable areas; rather, the relationship between
wages and average sales prices is more balanced.

The Kenai Peninsula and Fairbanks North Star
boroughs have historically been among the more
affordable areas in Alaska, each having an index
value of 1.33. Anchorage, Alaska’s largest city,
had an average index value of 1.51.

The Matanuska-Susitna Borough, which had an
average index value of 1.58 (higher than the
statewide average of 1.46), has a unique hous-
ing situation given its proximity to Anchorage.
People who own a home in Mat-Su and work
in Anchorage benefit from lower Mat-Su hous-
ing costs and higher wages in Anchorage. The
Alaska Affordability Index value for that housing
situation was 1.23, the most affordable of any
individual area by itself.

But the Mat-Su home with the Anchorage wage
scenario doesn’t include the cost of the com-
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Quarterly Average Interest Rates
Statewide, 1996 to 2007

Interest rates
8.50%

8.25% ﬂ
8.00%

7.75% V
7.50% |

7.25% \
7.00% \

First Quarter 1996 to Second Quarter 2007

6. A

ot \ "¢ VN 7\
6.00% ‘

5.75% \

5.50%
5.25%
5.00%

123412341234123412341234123412341234123412341234
1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007

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

Alaska Affordability Index
Single-family residences, 1996 to 2007

Average Index Values
First Quarter 1996 to Second Quarter 2007
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mute, which can be significant, considering
current high gas prices and the length and fre-
quency of the commute.

in average wages, an interest rate decrease or
some combination of all three. The Federal
Reserve cut the federal funds rate by a half-per-

centage point in September and by a quarter-
point in October. Those moves will probably
keep interest rates fairly low for the foreseeable
future. What impact wages and average selling
prices will have on affordability given lower in-
terest rates remains to be seen.

What does the future hold?

The Alaska Affordability Index doesn’t provide
a mechanism for forecasting. However, to buck
the recent trend of diminishing housing afford-
ability, one of three economic factors that make
up the index must change direction.

Affordability could be achieved either through
a reduction in average sales prices, an increase

Methodology

The index value used in the Alaska Affordability Index is the estimated average monthly mortgage
payment for an area divided by the average monthly wage in that area. The type of mortgage is a
30-year conventional mortgage with a fixed interest rate. A 15 percent down payment is assumed.
The type of dwelling is a single-family residence.

The average wage is based on wages reported by employers to the Alaska Department of Labor
and Workforce Development. Employers report wages when they submit their unemployment
insurance tax reports each quarter.

The estimated average monthly mortgage payment is based on the average home sales price

and the fixed interest rate. The Department of Labor surveys Alaska mortgage lenders each
guarter to collect that information for the Alaska Housing Finance Corporation. The survey results,
called the Quarterly Survey of Lending Activity, are published quarterly both on the Department of
Labor’s Research and Analysis Web site (a summary) and the AHFC’s Web site (a more extensive
description).

To see a summary of the Quarterly Survey of Lending Activity on Research and Analysis’ Web site,
go to almis.labor.state. ak.us. Click on “Cost of Living” in the far left column, then “Housing Costs,
Rent/Buy/Build.”

To see more background on the Quarterly Survey of Lending Activity, go to AHFC’s Web site at
ahfc.state.ak.us, click on “Reference Materials” in the far left column, then “Alaska Housing Market
Indicators” and “Publications.” Choose the date for the publication called Alaska Housing Market
Indicators, then go to its Table of Contents.

The Alaska Affordability Index, which the Department of Labor also creates for AHFC, is available
on AHFC’s Web site. (See the instructions in the above paragraph to go to Alaska Housing Market
Indicators’ Table of Contents.)

20 ALASKA ECONOMIC TRENDS DECEMBER 2007




Employment Scene

Fall brings slower growth

laska’s seasonally adjusted unemploy-
ment rate fell two-tenths of a percent-
age point in October to 6.1 percent
and payroll employment (not season-
ally adjusted) fell by 16,600 jobs, a normal sea-
sonal decline. Over-the-year growth in payroll
jobs slowed slightly to 1.0 percent. (See Exhibits
1, 2 and 3).

A

Slower growth for oil and gas

For the last several years the oil and gas indus-

try has provided a healthy slice of the state’s job
growth and the most recent numbers continue that
trend. The industry’s job count in October was
700 higher than in October 2006 and many of the
800 additional jobs in the professional and busi-
ness services category were also tied to oil and gas.

Job growth in the industry is slowing, however,
which seemed inevitable given that oil and gas
employment is near all-time highs and there have
been no large increases to actual oil production.
Instead, at least some of the growth has been the
result of large maintenance and repair projects,
and some of that work is being finished.

Another dynamic for the industry is the near-
record prices for oil. It's unclear how much high
oil prices have stimulated exploration and devel-
opment, and to the extent they
have, whether that activity will in
turn stimulate longer-term jobs
in development and production.

By Dan Robinson, Economist

ing a string of losses that began in 2006. The
losses illustrate that although Alaska sometimes
moves in different directions than the national
economy, the state is by no means immune from
national trends.

Job losses in construction don’t appear to be
the result of local economic forces. Neither
public nor commercial spending has fallen
significantly, but home values and residential
construction have dropped off as an apparent
response to large and unsustainable run-ups in
recent years, just as they have throughout the
U.S.

The big questions now are how long it will take
for residential construction to stop the losses
and how likely it is that public and commercial
construction will have to follow the same bumpy
road in the near future.

Less extreme changes elsewhere

Compared to oil and gas and construction, de-
velopments in the state’s other major industries
look tame. The broader economy continues to
generate jobs in most sectors with the excep-
tions in October’s numbers being manufactur-
ing and government, which were both flat over
the year.

Unemployment Rates, Alaska and U.S.

January 2001 to October 2007

For now at least, the industry is
a large part of the reason Alaska

10%

Seasonally Adjusted

Alaska

will add a 20th consecutive year
of job growth in 2007.

8%

. 6%
Construction losses

continue

4%
2001

Construction jobs were down
by 700 in October, continu-
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Sources: Alaska Department of Labor and Workforce Development, Research and Analysis
Section; and the U.S. Department of Labor, Bureau of Labor Statistics
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Nonfarm Wage and Salary Unemployment Rates

Employment Preliminary Revised Revised Changes from: By borough and census area
Alaska 10/07 9/07 10/06 9/07 10/06 Prelim. Revised Revised
Total Nonfarm Wage and Salary* 316,500 333,100 313,300 -16,600 3,200 SEASONALLY ADJUSTED 10/07 9/07 10/06
Goods-Producing?2 44,000 49,900 43,600 -5,900 400  United States 47 47 44
Service-Providing® 272,500 283,200 269,700 -10,700 2,800  Ajaska Statewide 6.1 6.3 6.6
Natural Resources and Mining 14,200 14,200 13,100 0 1,100
Logging 300 300 400 0 100 NOT SEASONALLY ADJUSTED
Mining 14,000 13,900 12,800 100 1,200  United States 4.4 4.5 41
Oil and Gas 11,700 11,600 11,000 100 700  Alaska Statewide 5.4 5.6 5.7
Construction 19,000 20,500 19,700 -1,500 -700 Anchorage/Mat-Su 4.7 5.3 4.9
Manufacturing 10,800 15,200 10,800 -4,400 0 Municipality of Anchorage 4.4 5.0 4.6
Wood Product Manufacturing 300 300 400 0 -100 Mat-Su Borough 5.8 6.2 6.2
Seafood Processing 6,900 11,200 6,900 -4,300 0 Gulf Coast Region 6.6 6.2 7.2
Trade, Transportation, Utilities 63,500 66,700 63,000 -3,200 500 Kenai Peninsula Borough 6.7 6.5 70
Whol.esale Trade 6,500 6,800 6,600 -300 -100 Kodiak Island Borough 5.2 53 6.4
Retail Trade 36,200 36,600 35,600 -400 600
Food and Beverage Stores 6,300 6400 6300  -100 0 Valdez-Cordova Census Area 8.0 >8 8.7
General Merchandise Stores 9,000 9,000 9,000 0 o Rkl — 52 D8
Transportation, Warehousing, Utilities 20,800 23,300 20,800 -2,500 0 Denali Borough 12.9 2.3 7.3
Air Transportation 6,200 6,800 6,100  -600 100 Fairbanks North Star Borough a4 4.8 4.9
Truck Transportation 3,200 3,300 3,100 -100 100 Southeast Fairbanks Census Area 8.0 7.6 9.1
Information 7,000 7,000 6,900 0 100 Yukon-Koyukuk Census Area 12.2 10.6 10.9
Telecommunications 4,200 4,200 4,100 0 100 Northern Region 7.8 8.3 8.6
Financial Activities 15,100 15,200 14,900 -100 200 Nome Census Area 9.6 10.4 95
Professional and Business Services 24,800 26,400 24,000 -1,600 800 North Slope Borough 5.2 54 6.7
Educational* and Health Services 37,500 37,500 37,000 0 500 Northwest Arctic Borough 98 101 9.9
Health Care o 27,000 27,100 26,700 -100 300 Southeast Region 53 4.9 59
Leisure and Hospitality 29,800 36,100 29,200 -6,300 600 )
Accommodations 7000 9900 6,900 -2,900 100 Haines Borough 5 4.2 5
Food Services and Drinking Places 19,000 21,400 18500 -2,400 500 Juneau Borough 4.0 4.2 4.3
Other Services 11,600 11,600 11,500 0 100 Ketchikan Gateway Borough 5.0 4.2 5.7
Government 83,200 82,700 83,200 500 0 Prince of Wales-Outer Ketchikan CA 10.8 10.7 12.1
Federal Government® 16,400 17,000 16,500 -600 -100 Sitka Borough 4.8 4.9 4.6
State Government 25,300 25,300 25,200 0 100 Skagway-Hoonah-Angoon CA 10.3 5.8 13.6
State Government Education® 7,900 7,500 7,800 400 100 Wrangell-Petersburg Census Area 7.0 7.4 8.3
Local Government 41,500 40,400 41,500 1,100 0 Yakutat Borough 4.1 4.1 55
Local Government Education’ 23,400 22,100 23,600 1,300 -200 Southwest Region 9.7 9.7 9.8
Tribal Government 3,600 3,600 3,600 0 0 Aleutians East Borough 6.9 78 8.5
Notes for all exhibits on this page: Aleutians West Census Area 3.7 4.3 4.6
1 Excludes the self-employed, fishermen and other agricultural workers, and private house- Bethel Census Area 10.9 12.3 11.4
hold workers; for estimates of fish harvesting employment, and other fisheries data, go to Bristol Bay Borough 6.7 35 7.0
labor.alaska.gov/research/seafood/seafood.htm -
2 Goods-producing sectors include natural resources and mining, construction and manufacturing. Dillingham Ce‘nsus Area 8.3 5 8.2
Lake and Peninsula Borough 4.2 3.9 4.3

3 Service-providing sectors include all others not listed as goods-producing sectors.
4 Private education only Wade Hampton Census Area 19.8 17.5 16.6
5 Excludes uniformed military

5 Includes the University of Alaska
7 Includes public school systems

8 Fairbanks North Star Borough

For more current state and

Sources for all exhibits on this page: Alaska Department of Labor and Workforce Development, reg|0nal employment and
Research and Analysis Section; and the U.S. Bureau of Labor Statistics unemployment data, Visit our
Web site.
Nonfarm Wage and Salary Employment
By region almis.labor.state.ak.us
Preliminary Revised Revised Changes from: Percent Change:
10/07 9/07 10/06 9/07 10/06 9/07 10/06
Anch/Mat-Su 169,400 172,600 167,900 -3,200 1,500 -1.9% 0.9%
Anchorage 151,200 153,200 150,100 -2,000 1,100 -1.3% 0.7%
Gulf Coast 27,900 30,850 27,700 -2,950 200 -9.6% 0.7%
Interior 45,000 48,500 45,300 -3,500 -300 -7.2% -0.7%
Fairbanks?® 38,300 39,300 38,200 -1,000 100 -2.5% 0.3%
Northern 19,450 19,400 18,150 50 1,300 0.3% 7.2%
Southeast 35,900 40,550 35,500 -4,650 400 -11.5% 1.1%
Southwest 18,550 20,700 18,600 -2,150 -50 -10.4% -0.3%
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Employer

Resources

Hiring Veterans

Today’s military service members are highly
motivated and extremely well trained and
educated — probably more so than most civilian
employers realize. And Alaska’s labor market is
fortunate to have a large population of veterans.

Employers in today’s changing world know

that worker “trainability” is often the key to
success. Since rigorous in-service training is a
regular feature of military preparedness, service
members have learned to absorb instruction
quickly. They’ve been trained to be trainable.
Today’s veterans will have spent a quarter of their
military careers either as students or instructors
in their various specialties.

In addition to rigorous training, today’s

veterans have sophisticated and up-to-date
work experience in hundreds of occupational
specialties, many of which require them to be
computer literate. Not surprising, a great deal of
these skills are directly transferable to Alaska’'s
economy.

Potential employers also benefit from the
outstanding work ethic that military service
instills. Service members are taught early on to
pay meticulous attention to detail. Follow-up,
persistence and pride in doing one’s best are all
hallmarks found in the military. Veterans know
how to set priorities, how to work under pressure
and how to function as part of a team.

If you're an employer who values these traits,
why look any further?

For more information, contact one of the state’s
23 Alaska Job Centers. Go to the Web site

at jobs.alaska.gov and click on “Alaska Job
Centers” on the left, or call (877) 724-2539
(ALEX).
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A Satety

Minute

Self-Inspection: The Key
to Success

Safety hazards are out there in all types of jobs
and people are getting hurt.

The most significant and positive change that

an employer can make to eliminate injuries and
illnesses is to develop and implement a written
safety and health plan and follow it to the letter.

Part of a good safety and health plan is one

key element that is often overlooked — the
self-inspection. Self-inspections performed on

a regular basis help to recognize safety and
health hazards in the workplace. Once you see

a safety or health hazard, you can make sure it's
corrected, thereby eliminating any exposure to an
employee.

Health and safety consultants with the

Alaska Department of Labor and Workforce
Development are happy to help identify and
eliminate hazards at your worksite. It's free
and you won't be penalized for any identified
hazard, provided you work with the department
to eliminate employee exposure to the hazard.
As an added bonus, your full participation and
compliance will exempt your specific worksite
from scheduled enforcement inspections for up to
a year.

If you need help in hazard recognition or program
development issues, contact the department’s
Labor Standards and Safety Division at (800)
656-4972.
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