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The costs of living and working in Alaska

By Commissioner
Click Bishop

This month’s Trends focuses on two ways
to measure the cost of living in Alaska. The
Anchorage consumer price index, the only
CPI for Alaska, measures cost-of-living
changes from year to year for a specific
place. The second method compares costs
between two locations: for example, is it
cheaper to live in Juneau or Fairbanks?

Although no two consumers use their re-
sources exactly the same, cost-of-living
studies estimate price differences in differ-
ent geographic locations. The studies are
based on fixed lists called market baskets
that are used to track a market’s prices.

It’s important to know what each market
basket is attempting to imitate. For example,
the University of Alaska Fairbanks” Coop-
erative Extension Service’s survey com-
pares the cost of food at home for a week in
about 20 communities around the state. The
survey’s “food basket” includes items that
contain minimum levels of nutrition for an
individual or family at the lowest possible
cost. The survey also includes information
on utilities, fuel costs, and lumber prices.
The latest quarterly survey reports that food
for a week in Bethel costs about twice as
much as the same food in Fairbanks: about
$270 versus $130.

The key drivers of Alaska’s cost of living
are housing, transportation, food — and en-
ergy. Housing takes the biggest bite out of
most households’ incomes, but studies show
that Alaska prices in all categories are typi-
cally higher than most U.S. cities.

From the price at the pump to the cost of
staying warm, the cost of energy contin-
ues to be a challenge for Alaska. Energy

is closely tied to our economy, jobs, and
national security. Recent global events re-
inforce how critical it is for Alaska to have
energy options, especially in a cold climate
like ours where power shortages pose a real
threat.

MAY 2011 ALASKA ECONOMIC TRENDS

One of the Parnell administration’s priori-
ties is a hydroelectric project that would
provide cost-effective, reliable, long-term
power for generations of Alaskans. The
Alaska Energy Authority identified the
Low Watana site on the Susitna River as
the preferred project that will also allow
us to work toward a future with 50 percent
of Alaska’s power coming from renewable
sources.

The Alaska Legislature has passed the

bill that authorized AEA to move forward
with the Susitna Hydroelectric Project.
Although the proposed Low Watana site
on the Susitna River is still in the concep-
tual stage, we anticipate that in addition
to providing stable, affordable energy for
the Railbelt and for thousands of Alaskans
in the Interior, construction of the project
would create more than 1,000 direct jobs.

Susitna hydroelectric is part of a com-
prehensive energy package proposed by
Gov. Parnell that includes $25 million for
weatherization programs to help Alaskans
make their homes more energy efficient,
$25 million for the Renewable Energy
Fund targeted to projects in areas with the
highest energy costs in the state, $10 mil-
lion for the Southeast Energy Fund to as-
sist with energy projects in the region, $34
million for the Power Cost Equalization
Program, and more than $15 million for
rural power system upgrades and bulk fuel
storage to bring down the cost of diesel
power generation.

The investment we make today will level
power costs well into the next century.
Building on our award-winning oil and gas
workforce development plan — which has
also resulted in the first-ever comprehen-
sive career and technical education plan for
Alaska — we’ll work with AEA to ensure
we have a skilled workforce ready to build
this project.




By NEAL FRIED and ALYSSA SHANKS, Economists

The Cost of Living in Alaska

How it's measured, and how we compare

Cost of living information is one of the
most requested and most discussed pieces
of economic data — especially in Alaska.
From longtime residents to people pondering a
move north, people are always interested in how
prices are changing and how communities com-
pare.

Two distinct ways to measure

There are two main ways to measure the cost of
living. One is its change from year to year in a
specific place. For example, in 2010, prices in
Anchorage increased by 1.8 percent. This is the
CPI, or consumer price index, and it is more
popularly known as the inflation rate.

Housing Takes Biggest Slice in Anchorage
Consumer Price Index weighting, December 2010

Education and communications
5.2%

Food and beverage
14.5%

3.8%

6.4%

Transportation
17.4%

Apparel
3.7%

Source: U.S. Department of Labor, Bureau of Labor Statistics

Other goods and services

Recreation
7.7%

Medical care

The Anchorage Consumer
Price Index is the only
measure of CPI for Alaska.

Unions, employers, and workers pay close at-
tention to these numbers, because bargaining
agreements and other wage rate negotiations of-
ten incorporate an adjustment for inflation. This
rate also plays a role in budget planning, rental
contracts, and child support payments. Each year,
the Permanent Fund Corporation uses the CPI to
“inflation-proof” the fund. If change is the key
element in a cost-of-living discussion, then the
CPl is the proper gauge.

The other method measures cost
differences between two or more
geographic areas. It might compare
the costs of living among differ-
ent communities in Alaska or other
places in the country or the world.
For instance, according to the AC-
CRAU! index in Exhibit 12, it was
28.6 percent more expensive to live
in Kodiak in 2010 than in the aver-
age American city.

This measure assumes a certain con-
sumption pattern, and investigates
how much more or less it might
cost to maintain a specific standard
of living in one place compared to
another. These data help calculate
geographic pay differentials, reloca-
tion decisions, and the allocation

of funds. For example, the State of
Alaska uses one of these measures
to adjust salary schedules and allo-
cate educational funding.

1American Chamber of Commerce Research
Association
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Measures’ shortcomings

Nation’s Spending Patterns Similar to Alaska
United States CPI weights, December 2010

All cost-of-living measures have
their shortcomings. Because no two
consumers spend their money alike,
no index accurately captures all the
differences. For example, the aver-
age household in Emmonak may
spend quite differently than the av-
erage household in Soldotna. More-
over, how those differences stack
up against a household in New York
City could be dramatic.

Even within one geographic area, it
is highly unlikely that two consum-
ers spend their money the same way.
For example, according to national
data, households of those 65 and
older spend twice the share of their
money on health care compared to
the overall population.

Housing
41.9%

Spending habits are also continu-
ously in flux. Technology and tastes
change, and people react differently
to changes in consumer prices. De-
spite these difficulties, most cost-of-
living indexes measure prices from a sample of
goods and services that they believe best mimic
the “average consumer” or specific group of con-
sumers. This sample list is called the “market bas-
ket,” and it includes items such as housing, food,
transportation, medicine, and entertainment.

Education and communications
6.4%

Food and beverage
14.8%

Other goods and services
3.5%

Recreation
6.4%

Medical care
6.5%

Transportation
16.7%

Apparel
3.7%

Source: U.S. Department of Labor, Bureau of Labor Statistics

Some of these indexes go to great lengths to
construct these market baskets, and others are
simple. It is important to understand the contents
of the market basket, and which consumers’ buy-
ing habits it is meant to imitate.

Calculating index changes

Movements of the indexes from one period to another are
usually expressed as percent changes rather than index
points, because index points are affected by the level of the
index in relation to its base period. The following example
illustrates the computation of index points and percent
changes.

Index Point Change

CPI Anchorage, 2010..........oocoiiieeeiiiiieee e 195.144
Less CPI for previous period, Anchorage, 2009........... 191.744
Equals index point Change...........cccveviiieiiiieeiiiec e 3.4

Percent Change

Index point difference.............cooooiiiiiiii 34
Divided by the previous indeX............cccovveiveiennnnn. 191.744
EQUAIS. ..o e 0.018
Results multiplied by 100...........c.cooiveiiriiiiennn. 0.018 x 100
Equals percent change, Anchorage CPI 2010................... 1.8

How much would $1,000 in 2000 buy in 2010?

The Anchorage CPI-U can answer the often-asked question,
“How can | take a dollar amount from some earlier year and
make it current with today’s dollar value?” Use the simple
equation below.

2010 Anchorage CPI (most recent, Exhibit 3)................ 195.144
Divided by 2000 Anchorage CPI-U (also in Exhibit 3)......150.9
EQUAIS. ... 1.293

Then multiply 1.293 ($1000 in the year 2000 dollars) = $1,293
in current or 2010 dollars.

Any dollar amount or time frame can be used as long as the
CPI being used fits the desired time frame. Moreover, the
formula can be reversed if you want to deflate current dollars
to some earlier year. Inflation calculators are also available
on many Web sites, including ours at http://labor.alaska.gov/
research/cpi/inflationcalc.htm. All that's needed are the years
and the dollar amount, and the calculator will do the work.
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Anchorage CPI
Anchorage vs. U.S. City Averages, Part 1 used for Alaska
Select CPI components, 1983 to 2010 annual averages

The Anchorage CPI is prob-

2l the moct mpran, con-

% chg. % chg. % chg. % chg. of-Iiving index in Alaska.

Anchorage from u.s. from Anchorage from u.s. from Anchorage is the 0n|y com-

Year average prev.yr. average prev.yr. average prev.yr. average prev.yr. L.
munity in the state where the
1983 99.2 1.8% 99.6 3.2% 99.9  3.7% 99.8 3.7% £ ,
1984 103.3 4.1% 10.4 4.3% 103.8 3.9% 103.9 4.1% U.S. Department of Labor’s
1985 105.8 2.4% 107.6 3.6% 107.5 3.6% 107.0 3.0% Bureau of Labor Statistics
1986 107.8 1.9% 109.6 1.9% 111.2 34%  108.0 0.9% d hanind di
1987 108.2 04% 1136  3.6% 151  35% 1116 3.3% produces such an index, ana It
189 it7 2o 1240 48 1975  amt e  sow [ Isoften treated as the de facto
. . 0 . . 0 . . (1] . . 0 H H H

1990 118.6 62% 1307 5.4% 1280  47% 1282 5.4% statewide inflation measure.
1991 124.0 4.6% 136.2 4.2% 131.9  3.0% 1335 4.1%
1992 128.2 3.4% 140.3 3.0% 134.6 20%  137.3 2.8% .
1993 1322 31% 1445  3.0% 137.9  25% 1414  3.0% Anchorage is one of 27 urban
1994 135.0 2.1% 148.2 2.6% 140.3 17% 1448 2.4% areas in the country where
1995 138.9 2.9% 152.4 2.8% 1446  31% 1486 2.6% .
1996 142.7 2.7% 156.9 3.0% 1484  2.6% 1528 2.8% the BLS trac_ks changes in
1997 144.8 1.5% 160.5 2.3% 150.6 15% 1559 2.0% consumer prices, and among
1998 146.9 1.5% 163.0 1.6% 152.6 1.3%  157.2 0.8% i ; ;
1999 148.4 10% 1666  2.2% 1535  0.6%  160.2 1.9% cities with their own CPIs,
2000 150.9 17% 1722 3.4% 1561  1.7% 1657 3.4% Anchorage is the smallest. For
2001 155.2 2.8% 177.1 2.8% 160.6 29%  169.7 2.4% ;
2002 158.2 1.9% 179.9 1.6% 162.2 1.0%  170.8 0.6% the nation and some of t_he
2003 162.5 27% 1840 2.3% 1665  2.7% 1746 2.2% largest metro areas, the index
2004 166.7 2.6% 188.9 2.7% 1717  31% 1793 2.7% ;
2005 171.8 3.1% 195.3 3.4% 1775 34%  186.1 3.8% is produced monthly. Others
2006 177.3 3.2% 201.6 3.2% 182.9 3.0% 191.9 3.1% come out every other month,
2007 181.2 2.2% 207.3 2.8% 187.7 26%  196.6 2.5% — i -
2008 189.5 4.6% 215.3 3.8% 198.0 55% 2055 4.5% and for the fe,s t . like An
2009 191.7 1.2% 2145  -0.4% 199.2 0.6% 203.3 -1.0% chorage — it’s twice yearly.
2010 195.1 1.8% 218.1 1.6% 202.2 15%  208.6 2.6%

In most cases, price changes

in Anchorage do not differ

% chg. % chg. % chg. % chg. radically from Alaska’s other
Anchorage from u.s. from Anchorage from u.s. from _
Year average prev.yr. average prev.yr. average prev.yr. average prev. yr. urban are_:as, so the Anchor
1983 99.0 0.8% 99.5 2.7% 98.5 1.8% 99.3 2.4% age CPl is PFObat!'y a decent
1984 102.7 3.7% 103.6 4.1% 104.6 6.2% 103.7 4.4% proxy. However, in the small-
1985 103.0 0.3% 107.7 4.0% 108.2 3.4% 106.4 2.6% ;
1986 102.6 -0.4% 110.9 3.0% 107.8  -0.4% 102.3 -3.9% er and more remote communi
1987 97.5 -5.0% 114.2 3.0% 1113  32%  105.4 3.0% ties — particularly those off
1988 95.4 -2.2% 118.5 3.8% 113.0 1.5% 108.7 3.1% _ ;
1989 96.3 0.9% 123.0 3.8% 116.7 3.3% 114.1 5.0% the r oad Syst(_am spending
1990 103.9 7.9% 1285 4.5% 1207  34% 1205 5.6% habits may differ greatly from
1991 111.2 7.0% 133.6 4.0% 121.7 0.8% 123.8 2.7% ; ; .
1992 116.6 4.9% 137.5 2.9% 123.3 1.3% 126.5 2.2% Anchorage. Despite th'.s short
1993 121.1 3.9% 141.2 2.7% 128.8 4.5% 130.4 3.1% coming, no good substitute
1994 122.9 1.5% 144.8 2.5% 136.9 6.3% 134.3 3.0% exists
1995 124.9 1.6% 1485 2.6% 143.8 5.0% 139.1 3.6% '
1996 127.9 2.4% 152.8 2.9% 147.2 2.4% 143.0 2.8%
1997 129.4 1.2% 156.8 2.6% 1470  -0.1% 144.3 0.9%
1998 131.0 12%  160.4 2.3% 1449  14% 1416  -1.9% CPI shows
1999 132.7 1.3% 163.9 2.2% 1437  -0.8% 144.4 2.0%
2000 134.2 11% 1696  3.5% 1505  47%  153.3 6.2% what we buy
2001 139.0 3.6% 176.4 4.0% 153.0 1.7% 154.3 0.7%
2002 1435 3.2% 180.3 2.2% 1515  -1.0% 152.9 -1.0%
2003 146.8 2.3% 184.8 2.5% 158.3 4.5% 157.6 3.1% The U.S. Department of Labor
2004 149.1 1.6% 189.5 2.5% 162.7 2.8% 163.1 3.5% goes to great |engths and ex-
2005 153.1 2.7% 195.7 3.3% 171.7 5.5% 173.9 6.6%
2006 159.2 40% 2032 3.8% 1786  40%  180.9 4.0% pense to produce the consum-
2007 163.5 2.7% 209.6 3.1% 180.7 1.2% 184.7 2.1% er price index. |ntermittent|y'
2008 167.6 2.5% 216.3 2.2% 199.7  10.5% 195.5 5.9% q lab
2009 173.7 3.7% 217.1 0.4% 190.2  -4.8% 179.3 -8.3% BLS conducts elaborate sur-
2010 175.2 0.9% 216.3 -0.4% 198.6 4.4% 1934 7.9% veys of consumers’ spending
habits to examine the market
**All ltems Less Shelter” includes everything except housing. basket of goods and their

Source: U.S. Department of Labor, Bureau of Labor Statistics . e .
P location-specific weights. The
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results are published in the

consumer expenditure survey. Anchorage vs. U.S. City Averages, Part 2
(See Exhibits 1 and 2.) Select CPI components, 1983 to 2010 annual averages
Another se called the con-
sumer expenditure data can % chyg. % chg. % chg. % chg.
prOVide inSight into the be- Yi An;?/g{:gg preryT averL;;é pref/roynr1 Am;t‘/g:gg: pref/mynr1 averl;.gsé preryT
. ear . . . . . . . .
havior of the average Anchor- 1983 99.7 2.6% 99.5 2.3% 99.7 5.2% 100.6 8.8%
age consumer, as well as how 1984 103.2 35% 1032  3.7% 1055  58%  106.8 6.2%
that consumer compares with 1986 05 4% 1001 9% 1278 1 10 vew
- . . 0 . . 0 . . 0 . . 0
those in the other 26 urban 1987 113.1 2.1% 1135 4.0% 1370 72% 1301 6.6%
places. The BLS calls these 1988 113.8 0.6% 118.2 4.1% 145.8 6.4% 138.6 6.5%
w - 1989 117.2 3.0% 124.9 5.7% 154.4 5.9% 149.3 7.7%
buyers “consumer units. 1990 123.7 5.5% 132.1 5.8% 161.2 4.4% 162.8 9.0%
1991 127.7 3.2% 136.8 3.6% 1735 7.6% 177.0 8.7%
. 1992 130.3 2.0% 138.7 1.4% 183.0 5.5% 190.1 7.4%
In many cases, the differences 1993 131.2 0.7% 141.6 2.1% 189.6 3.6% 201.4 5.9%
are re|ative|y small. For ex- 1994 131.9 0.5% 144.9 2.3% 197.8 4.3% 211.0 4.8%
1995 138.5 5.0% 148.9 2.8% 211.6 7.0% 220.5 4.5%
ample, the average Anchorage 1996 143.4 3.5% 153.7 3.2% 231.1 9.2% 2282 3.5%
consumer spends 19.3 percent 1997 145.8 1.7% 157.7 2.6% 248.9 7.7% 234.6 2.8%
. 1998 147.3 1.0% 161.1 2.2% 255.7 2.7% 242.1 3.2%
of expenditures on transpor- 1999 148.4 0.7% 1646  2.2% 2608  2.0% 2506  3.5%
tation, versus 19.2 percent 2000 151.7 2.2% 168.4 2.3% 272.1 4.3% 260.8 4.1%
. 2001 156.4 3.1% 173.6 3.1% 282.9 4.0% 272.8 4.6%
nlatlonally. I_-Iowe\;]er, there are 2002 157.9 1.0% 1768  1.8% - ~ 2856  47%
also exceptions: the average 2003 161.8 2.5% 180.5 2.1% - - 2971 4.0%
2004 168.9 4.4% 186.6 3.4% - - 3101 4.4%
Anchorage consumer _spends 2005 173.1 2.5% 191.2 2.5% 344.2 - 3232 4.2%
7.7 percent on entertainment 2006 176.2 1.8% 195.7 2.4% 356.1 35% 3362 4.0%
2007 184.2 4.6% 203.3 3.9% 367.0 3.0% 351.1 4.4%
Versus only 5 percent _fo_r the 2008 192.3 4.4% 214.2 5.4% 380.6 3.7% 364.1 3.7%
nation. Apparently, this is 2009 191.8 -0.2% 218.2 1.9% 397.0 4.3% 375.6 3.2%
because Anchorage residents 2010 191.4 -0.2% 220.0 0.8% 419.7 5.7% 388.4 3.4%
spend ignifiantly more or
recreational vehicles and out-
H % chg. % chg. % chg. % chg.
door SpOI’tS eqUIpment' Anchorage from u.s. from Anchorage from u.sS. from
Year average prev.yr. average prev.yr. average prev.yr. average prev.yr.
1983 101.6 5.2% 100.2 2.5% 99.4  -0.1% 99.9 0.7%
Anchorage _CPI 1984 101.7 0.1% 102.1 1.9% 100.5 1.1% 100.9 1.0%
released twice a year 1985 105.8 4.0% 105.0 2.8% 103.4 2.9% 101.6 0.7%
1986 109.0 3.0% 105.9 0.9% 96.6  -6.6% 882  -13.2%
) 1987 116.6 7.0% 110.6 4.4% 946  -2.1% 88.6 0.5%
To measure the price changes, 1988 119.1 2.1% 115.4 4.3% 982  3.8% 89.3 0.8%
the bureau regularly collects el 1277 oo 11 4o nas  ash 1001 9%
prices for goods and services 1991 126.6 -0:90/2 128.7 3:70/3 1122 -2:00/2 1025 0:40/2
in the market basket. The 1992 130.2 2.8% 131.9 2.5% 127 0.4%  103.0 0.5%
Anchorage CPl is produced 1993 131.2 0.8% 133.7 1.4% 114.7 1.8% 104.2 1.2%
. . 1994 128.9 -1.8% 133.4 -0.2% 1144  -0.3% 104.6 0.4%
twice a year, for the periods 1995 130.0 0.9% 132.0 -1.0% 114.4 0.0% 105.2 0.6%
from January to June, and 1996 128.7 1.0% 1317 -0.2% 1191  41% 1101 4.7%
July to December. 1997 127.0 -1.3% 132.9 0.9% 1235 3.7% 1115 1.3%
1998 125.6 -1.1% 133.0 0.1% 1183  -4.2% 102.9 7.7%
. . 1999 125.8 0.2% 131.3 -1.3% 1162 -1.8% 106.6 3.6%
There are two different in- 2000 1245 -1.0% 129.6 -1.3% 1310  12.7% 124.6 16.9%
dexes: the Consumer Price 2001 131.1 5.3% 127.3 -1.8% 143.2 9.3% 129.3 3.8%
- 2002 126.7 -3.4% 124.0 -2.6% 1401 -2.2% 121.7 -5.9%
Index for Wage and. Clerical 2003 123.2 -2.8% 120.9 -2.5% 149.9 7.0% 1365  12.2%
Workers, or CPI-W; and the 2004 1239 06% 1204  -0.4% 1644  97% 1514  10.9%
onsumer Price Index for 2005 121.3 2.1% 119.5 -0.1% 1854  12.8% 1771 17.0%
C P Index f
2006 126.9 4.6% 119.5 0.0% 2112 13.9% 196.9 11.2%
All Urban Consume'rs, or_the 2007 123.4 -2.8% 119.0 -0.4% 232.2 9.9% 207.7 5.5%
CPI-U. 'I_'he_(_IPI-W is derived 2008 130.9 6.1% 1189  -0.1% 2729  17.5% 2367  13.9%
from a significantly smaller 2009 135.6 36% 1201 1.0% 2515  -7.8% 1931  -18.4%
consumer group. The CPI-U 2010 139.7 3.0% 119.5 -0.5% 260.3 3.5% 211.4 9.5%
is the most prominent and fre- Note: No index was created for medical care in Anchorage for 2002 to 2005.
quen“y USEd nationwide The Source: U.S. Department of Labor, Bureau of Labor Statistics
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Behind the 1.8 Percent Increase
Anchorage CPI, 2009 to 2010

Percent increase
20.0%

18.2%

15.0% H

10.0% H

5.7%

9 | L
5.0% 3.5%
1.8%

0.9%

0.0%

-0.2%

-5.0%

All ltems Energy Food and Housing Medical Gasoline
Beverages

Source: U.S. Department of Labor, Bureau of Labor Statistics

Anchorage Consumer Price Index
Inflation inched up in 2010

Inflation rate

6.2%

3.1963.2%

Source: U.S. Department of Labor, Bureau of Labor Statistics

Energy Prices in Anchorage
Upward but volatile trend, 2000 to 2010

Energy Price Changes (CPI-U)

17.5%

13.9%

12.7% 12.8%

-7.8%
T T T T T T T T T T T
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: U.S. Department of Labor, Bureau of Labor Statistics
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rest of the CPI references in this article refer to
the CPI-U.

Although there is a national CPI and one for
each of the 27 urban areas, these indexes can-
not be used to compare costs between loca-
tions. The CPI only measures price changes in
one place from a base period; in this case it’s
an average of the years from 1982 to 1984. In
this base period, all areas’ index values equaled
100.

For example, in 2010 the annual average index
for Anchorage was 195.144, compared to the
national index of 218.056. (See Exhibit 3.) This
does not suggest that the cost of living is higher
in the U.S. than in Anchorage; in fact, it’s quite
the opposite. It means that over the past 36
years, prices or inflation increased slightly fast-
er in the nation than it did than in Anchorage.

However, it’s typically the year-to-year changes
that are important. During most years, with
only a few exceptions, the Anchorage and na-
tional CPIs have diverged little.

Most volatility tied to energy costs

Overall inflation in Anchorage in 2010 was 1.8
percent. (See Exhibit 4.) The annual average
for the past decade was 2.6 percent, with a high
of 4.6 percent in 2008 and a low of 1.2 percent
in 2009. (See Exhibit 5.)

Most of the volatility was tied to changing en-
ergy prices. (See Exhibit 6.) In 2008, energy
prices jumped 17.5 percent — the largest re-
corded increase in 28 years — but then fell 7.8
percent in 2009. In March 2011, energy prices
began to spike again, so it’s possible that 2011
could mimic 2008. But 2011’s inflation rate
won’t become clear until early 2012.

Housing is a heavyweight

Housing tends to give the CPI its local flavor,
for several reasons. Exhibit 1 shows the dif-
ferent weights that are assigned to the CPI.
Housing represents the single largest weight,
because that is where average consumers spend
the largest share of their consumption dollars.
As a result, housing has a powerful influence
on the overall index.
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In the mid-to-late 1980s, when
the Anchorage real estate mar-
ket crashed, the housing index
showed deflation. (See Exhibit 3.)
As a result, the overall index re-
corded near-zero inflation in 1987
and 1988, because the cost of
housing took such a beating. Dur-
ing the same period, the national
housing market was robust, so the
national index moved ahead of
Anchorage considerably.

A similar experience turned the
tables recently. As a result of the
current U.S. housing crisis, the
housing component of the na-
tional CPI increased by only 0.4
percent in 2009, and decreased by
0.4 percent in 2010. Anchorage’s
increases were 3.7 percent and 0.9
percent, respectively. This helps
explain why the overall U.S. in-
dex increase came in significantly
below Anchorage in both of these
years.

Most CPI components
track national trends

National and international trends
dictate most of the other goods
and services that fill the CPI mar-
ket basket. For example, price
changes for gasoline, food, cloth-
ing, insurance, transportation,
health care, and recreation are
responses to national and global
market conditions.

To eliminate the powerful influ-
ence that the housing market has
on the CPI, the bureau produces
an index that excludes housing.
This is called the CPI All Items
Less Shelter component. (See
Exhibit 3.) Using the Less Shelter

Housing Rises Slowly, But Medical Costs Soar
Select Anchorage CPI components, 1982 to 2010

Index (base 100)
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Source: U.S. Department of Labor, Bureau of Labor Statistics

The Cost of a Single-Family Home 8
Highest in Anchorage and lowest in Bethel, 2010

Annual average sales price, 2010

Anchorage, Municipality of $328,000
Juneau, City and Borough of $305,000
Kodiak Island Borough $299,000

Statewide Average

$282,000 |

Ketchikan Gateway Borough $281,000

Mat-Su Borough $240,000

Rest of Alaska $239,000

Fairbanks North Star Borough $236,000

Kenai Peninsula Borough $229,000

Bethel

$225,000

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section; Alaska
Housing Finance Corporation, Alaska Quarterly Survey of Mortgage Lending Activity

index for comparison between Anchorage and the €nough to push the overall index much, its mete-

nation shows a smaller difference in rate changes

over the years.

Medical care rises fastest

Although medical care is not weighted heavily

MAY 2011

oric rise over time has caught people’s attention.
(See Exhibit 7.) No other component over the
long run comes close to matching the increases in
health care prices, nationally or in Anchorage.

During the past decade, medical care costs in

ALASKA ECONOMIC TRENDS 9



Buying the Average Home
Wage earners needed,* second half of 2009

1.54

Juneau

Mat-Su Borough

Anchorage

Statewide

Kenai Peninsula Borough

Fairbanks

Anchorage worker buys
a Mat-Su house

*Reflects wage earners required to qualify for an average single-family home with a 30-year
mortgage, average interest rate, and 15 percent down payment.

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Sec-
tion

Rent for a Two-Bedroom Apartment
Alaska, first quarter 2010

Median adjusted rent,* first quarter 2010

Kodiak Island Borough $1,267

Juneau, City and Borough of $1,155

Anchorage, Municipality of $1,127

Sitka, City and Borough of A
Ketchikan Gateway Borough $1,117
Fairbanks North Star Borough —$1091}

Valdez-Cordova Census Area %

Matanuska-Susitna Borough J

Kenai Peninsula Borough $846
Wrangell Borough-

Petersburg Census Area $711

$0 $200 $400 $600 $800  $1,000

*Includes the cost of utilities
Source: Alaska Department of Labor and Workforce Development, Research and Analysis Sec-
tion; Alaska Housing Finance Corporation, 2010 Rental Market Survey
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Anchorage increased by 46 percent
compared to 27 percent nationwide.
Although energy prices increased
more overall during the past decade,
the steady annual increases in health
care make it the long-term, hands-
down winner.

High housing costs
get even higher

The average sale price of a single
family home in Alaska increased from
2009 to 2010 in all mortgage lender
survey locations except Bethel, where
it decreased slightly. Meanwhile, the
Municipality of Anchorage remained
the most expensive. (See Exhibit 8.)

Because higher earnings can some-
times offset higher housing costs, the
affordability index also takes into
account the average earnings of work-
ers in an area. The result is a number
that represents the average number of
wage earners required to qualify for

a 30-year mortgage with an average
interest rate and a 15 percent down
payment.

A house in the Matanuska-Susitna
Borough purchased by Anchorage
workers continues to be the most af-
fordable, needing only 1.11 wage
earners to qualify for a 30-year mort-
gage. Juneau was the least affordable
in 2010, requiring 1.54 wage earners.
(See Exhibit 9.)

When it comes to renting, a two-
bedroom apartment will cost more in
Kodiak Island Borough, which was
the most expensive area in 2010, at
$1,267 per month. (See Exhibit 10.)
The cheapest two-bedroom rent was
$711 per month in the Wrangell-Pe-
tersburg area.

Cross-state comparisons
The ACCRA Cost of Living Index, put

together by the Council for Community
and Economic Research, compares
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Food Costs More in Alaska 11
ACCRA Cost-of-Living Index, select survey foods, 2010

price per pound
Half- Parmesan

T-bone Ground Dozen gallon cheese Beer
steak beef Bananas Margarine eggs of milk (8 0z.) (six-pack)
Anchorage 10.18 3.37 0.82 1.27 2.31 2.43 5.16 10.63
Fairbanks 10.60 3.34 0.83 1.20 2.43 2.30 5.32 10.92
Juneau 10.46 3.38 0.81 1.33 2.08 2.73 5.30 9.54
Kodiak 11.41 4.19 1.23 1.61 3.01 2.73 6.13 10.82
Portland, OR 9.52 2.72 0.57 1.06 1.57 1.68 4.76 8.35
Honolulu, HI 9.49 2.95 1.06 1.06 2.75 3.58 5.67 8.77
San Francisco, CA 10.54 2.08 0.79 1.07 2.08 1.78 4.98 5.73
Reno, NV 9.27 3.01 0.54 1.01 1.58 2.08 4.96 7.82
Seattle, WA 9.35 2.40 0.61 1.04 1.75 2.03 5.51 8.41
Spokane, WA 7.67 2.55 0.53 0.82 1.50 1.84 3.76 8.27
Boise, ID 8.72 2.70 0.56 0.97 1.57 1.76 3.99 7.83
Phoenix, AZ 9.05 2.66 0.58 1.08 1.59 2.05 4.86 8.50
Denver, CO 9.79 2.50 0.49 0.98 1.25 1.74 4.37 5.67
Dallas, TX 8.66 2.60 0.59 0.93 1.40 2.03 3.72
Chicago, IL 8.69 2.73 0.71 1.38 1.35 2.25 4.97 8.36
Atlanta, GA 9.76 2.44 0.59 0.90 1.29 1.98 3.50 8.85
New York City: Manhattan, NY 13.93 3.59 0.85 1.95 2.67 2.47 5.82 10.70

Source: The Council For Community And Economic Research

costs of goods and services among 318 urban U.S.  Food costs more in Alaska

cities and boroughs. In Alaska these cities include

Anchorage, Fairbanks, Juneau, and Kodiak. Two studies look at the cost of food in Alaska: the
] ACCRA Cost of Living Index, and the University

When comparing Alaska to other states, our hous-  of Alaska Fairbanks’ Food Cost Survey. The AC-

ing unsurprisingly costs more than the average U.S.  CRA study compares in-state food costs to Out-

city, but it wasn’t the highest in 2010 according to sjde cities, while the UAF study focuses on costs

ACCRA: Manhattan, New York, holds that honor.  ithin the state — Portland is the only non-Alaska

(See Exhibit 12.) A two-bedroom, one-and-a-half ity it studies. Neither study makes an adjustment

to two-bath, unfurnished apartment in Manhattan for subsistence-harvested foods.

rented for $2,776 per month versus $1,106 for an

equivalent apartment in Anchorage. ACCRA compares prices for a market basket of

] specific, identical products across the nation. This
Also in 2010, a 2,400 square-foot, four-bedroom, includes items such as T-bone steak, margarine,
two-bath home on an 8,000 square-foot lot in bananas, and milk. In several cases, the ACCRA
Manbhattan sold for $1,123,144, on average, versus study doesn’t just look for the same types of
$423,830 in Anchorage. Alaska housing costs in food, but the same brand and size. Not just any

2010 ranged from 27.5 percent higher than the na-  grated parmesan cheese will be included; only a
tional average in Kodiak to 65.3 percent higher in Kraft eight-ounce canister qualifies. And not just

Juneau. any beer will do. The ACCRA examines only a

] o Heineken six-pack of 12-ounce containers, exclud-
The Runzheimer Plan of Living Costs Standards, ing deposit.
which compares the cost of living for low-income
families, also reflects Alaska’s housing as more The survey data show that Kodiak has the most
expensive — although by a lesser percentage. (See  expensive bananas of any of the cities surveyed
Exhibit 13.) across the nation, at $1.23 per pound. Alaska also

has some of the highest prices in the nation for
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a half-gallon of milk. (See Exhibit 11.) The cost
of food in each of the four Alaskan communities
was higher than in the average U.S. city; in 2010
it ranged from 27.8 percent higher in Fairbanks to
49.4 percent more in Kodiak. (See Exhibit 12.)

According to ACCRA, Alaska’s cities have some
of the highest food costs in the nation: similar to
New York City’s Brooklyn and Queens boroughs,
but still cheaper than America’s most expensive
area: Honolulu, Hawaii. In 2010, Kodiak, An-
chorage, and Juneau had the third, fourth, and

Alaska Cities Are Spendy for Professionals
ACCRA Cost-of-Living Index, select cities, 2010

fifth highest food costs of all 318 communities
surveyed. Fairbanks came in seventh.

The UAF Food Cost Survey looks slightly be-
yond food. The study, which has been produced
consistently for many years, also covers energy
costs — heating oil, gasoline, and propane —
and lumber. (See Exhibit 14.)

The study assumes the same food purchases, or
market basket, in all communities. UAF found
that food in all Alaska locations was more expen-
sive than in Portland, where it costs $106.66 per
week to feed a family of four
adequate nutrition at the low-
est possible cost. Bethel’s
food costs were highest, at
$272.77 per week, and food

. Tl Misc. was cheapest in Fairbanks at
Region index Transpor-  Health goods and
City costs Groceries Housing Utilities tation care services $129.87 a week.
Anchorage 128.3 134.4 142.5 94.3 1220 1354 124.7
Fairbanks 1373 127.8 1482 1936 1188 1446 118.7 The h|gh cost
Juneau 136.4 133.1 1653  135.4 1211 1441 116.1 .
Kodiak 128.6 149.4 1275 1322 1434 1304 115.4 of staying warm
West
Portland, OR 111.2 105.8 130.4 87.3 1058  113.4 105.1 The ACCRA and UAF stud-
Honolulu, HI 165.5 160.1 248.3 146.9 126.2 119.7 117.9 ies both found hlgher costs
San Francisco, CA 163.8 111.8 280.3 94.8 113.0 116.7 124.3 of heating 0", propane, and
Reno, NV 101.0 105.4 101.3 91.4 107.3  101.6 100.0 line | v all Alaska
Seattle, WA 1212 115.0 1399 858 1188  119.7 119.1 gasofine In nearly a
Spokane, WA 93.8 92.4 855 89.7 1091  109.8 96.5 communities compared to
Tacoma, WA 109.4 113 116.2 83.3 1000  114.9 110.2 Outside. With the exception
Bellingham, WA 113.0 114.9 135.7 84.1 1132 1151 100.9 of Anchorage, utility costs in
Boise, ID 97.1 98.4 83.7 99.7 1080  106.4 103.2 the ACCRA cities are 32.2
Bozeman, MT 101.9 107.2 101.5 89.3 101.6  102.2 104.0 to 93.6 percent higher than
S;ar;mt,s://v’\:lfo . 96.9 105.0 102.0 90.7 91.6 97.3 92.7 the average U.S. city. In An-
uthw u I HHH
Cedar City, UT 88.7 102.5 73.7 83.9 97.8 85.4 95.5 F:horage, the cost of utilities
Phoenix, AZ 100.6 108.1 90.2 968 1089  108.6 104.6 is actually 5.7 percent less
Denver, CO 103.1 101.0 1072 1021 954 1057 102.7 than the average U.S. city
Dallas, TX 91.8 96.2 705 1057 100.9  103.6 100.4 due to its affordable natural
Midland, TX 93.1 89.7 89.0 93.6 95.7 98.5 96.6 gas. This may be temporary,
Midwest though, because natural gas
Fargo-ND-MN 92.6 99.7 87.1 78.9 95.8 102.2 96.6 productlon in Cook Inlet is
Cleveland, OH 101.0 108.0 93.1  109.3 1015  104.1 102.1 on the decline.
Chicago, IL 116.8 111.2 1344 1175 1165  108.3 104.4
Southeast .
Orlando, FL 97.7 97.8 852  108.8 101.8 95.4 104.5 Among the Alaska cities
Mobile, AL 927 1026 80.2 1047 93.0 86.4 96.7 studied by UAF, Bethel’s
Atlanta, GA 95.5 96.1 90.5 86.5 99.3  103.1 100.3 heating oil and propane were
Atlantic/New England the most expensive, at $5.02
uzvr:h\;(t)tr;ndlzly\:( 216.4 154.2 3856  170.0 1203  129.9 145.7 and $7.95 per gallon respec-
Boston, MA 132.4 116.7 1523 1389 1045  123.2 128.6 tlvel_y : S't.ka had the cheapest
Philadelphia, PA 1264 1248 1409 1362 1058  108.0 119.6 heating oil at $2.69 per gal-

Note: Index numbers represent a comparison to the average for all cities for which ACCRA volunteers

collected data.

Source: The Council For Community And Economic Research

lon. Fairbanks and Ketchikan
tied for Alaska’s cheapest
propane, at $3.33 a gallon.
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Low-Income Alaskans Closer to U.S. Average
Runzheimer Plan of Living Cost Standards, February 2008

% of % of % of % of Misc. % of
Region Total standard standard Trans-  standard standard goods and  standard
City costs city Taxation city  portation city Housing city services city
Alaska composite 39,417 123.2% 2,448 80.5% 4,749 113.6% 24,498 136.7% 7,722 112.6%
Anchorage 41,522 129.8% 2,448 80.5% 4,934 118.0% 26,471 147.7% 7,669 111.8%
Fairbanks 35,112 109.7% 2,448 80.5% 4,714 112.8% 20,351 113.6% 7,599 110.8%
Juneau 41,616 130.1% 2,448 80.5% 4,599 110.0% 26,672 148.9% 7,897 115.1%
West
Bellingham, WA 35,414 110.7% 2,448 80.5% 4,514 108.0% 20,994 117.2% 7,458 108.7%
Bend, OR 38,237 119.5% 2,723 89.5% 4,205 100.6% 24,635 137.5% 6,674 97.3%
Honolulu, HI 57,071 178.3% 2,448 80.5% 5,240 125.4% 40,689 227.1% 8,694 126.7%
Lancaster, CA 37,149 116.1% 2,448 80.5% 4,865 116.4% 21,686 121.0% 8,150 118.8%
Los Angeles, CA 62,636 195.7% 2,448 80.5% 6,132 146.7% 45,824 255.7% 8,232 120.0%
Reno, NV 37,879 118.4% 2,448 80.5% 4,632 110.8% 23,380 130.5% 7,419 108.1%
Southwest/Mountain
El Paso, TX 29,894 93.4% 2,448 80.5% 4,377 104.7% 16,443 91.8% 6,626 96.6%
Fort Collins, CO 31,446 98.3% 2,736 89.9% 4,507 107.8% 17,645 98.5% 6,558 95.6%
Lake Havasu City, AZ 34,868 109.0% 2,610 85.8% 4,479 107.2% 20,667 115.3% 7,112 103.7%
Pinehurst, ID 27,367 85.5% 2,674 87.9% 4,182 100.0% 14,356 80.1% 6,155 89.7%
Salt Lake City, UT 32,033 100.1% 2,808 92.3% 4,442 106.3% 18,294 102.1% 6,489 94.6%
Midwest
Highland, MI 34,043 106.4% 2,448 80.5% 5,394 129.0% 19,118 106.7% 7,083 103.3%
Rapid City, SD 26,398 82.5% 2,448 80.5% 4,182 100.0% 13,607 75.9% 6,161 89.8%
Shawnee, OK 24,988 78.1% 3,181 104.6% 4,414 105.6% 10,960 61.2% 6,433 93.8%
Verndale, MN 30,176 94.3% 2,448 80.5% 4,605 110.2% 16,416 91.6% 6,707 97.8%
Southeast
Augusta, GA 24,178 75.6% 3,033 99.7% 4,650 111.2% 10,175 56.8% 6,320 92.1%
Columbia, SC 26,042 81.4% 2,625 86.3% 4,280 102.4% 12,747 71.1% 6,390 93.1%
Cape Coral, FL 38,415 120.0% 2,448 80.5% 4,554 108.9% 24,508 136.8% 6,905 100.7%
Hessmer, LA 26,616 83.2% 3,036 99.8% 4,869 116.5% 12,057 67.3% 6,654 97.0%
Atlantic/New England
Fairfax, VA 44,941 140.4% 2,603 85.6% 4,645 111.1% 30,162 168.3% 7,531 109.8%
New York, NY 55,946 174.8% 2,463 81.0% 5,441 130.2% 39,278 219.2% 8,764 127.8%
Egg Harbor City, NJ 45,423 141.9% 2,743 90.2% 5,272 126.1% 30,547 170.5% 6,861 100.0%

Source: Runzheimer’s Living Cost Index, February 2008

Portland’s propane is cheaper than in all of the
Alaska cities studied, but its heating oil is more
expensive — only Bethel, Cordova, and Nome’s
heating oil costs more. This may be a function
of low supply, since only 9.4 percent of Portland
homes heat with oil or kerosene, versus 33.8
percent of Alaska homes. (See Exhibit 14.)

Alaska Department of Commerce, Community,
and Economic Development produces a yearly
fuel price survey called Current Community
Conditions: Fuel Prices Across Alaska. This re-
port surveys fuel prices — including heating oil,
propane, and gasoline — in 100 communities.
In the January 2011 Update of the report, Arctic
Village’s heating oil cost the most, at $10 per
gallon. (See Exhibit 15.)

Pinched at the pump

All three of the studies comparing Alaska to the
Lower 48 agree that transportation costs, which
include gasoline, are significantly higher in
Alaska than in the average U.S. city. However,
not all studies agree on which Alaska community
is highest. According to ACCRA, Kodiak tops
all 318 urban areas surveyed in 2010, at 43.4
percent higher transportation costs than average
and gasoline at $3.75 per gallon at the time of the
survey. In the Runzheimer study, Anchorage was
highest.

The state’s fuel cost survey, which is the most
extensive of the three, again pointed to Arctic
Village as the most expensive, with gasoline at
$10 per gallon. (See Exhibit 15.)
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_ Doctors and dollars
Rural Alaskans Still Pay More

Food, fuel, and lumber; September 2010 When it comes to health care, Alaska’s
Food at cities come in first as the most expen-
home fora Onegallon Onegallon Onegallon Lumber sive. In the ACCRA Cost of Living
Community week! heating oil gasoline propane 2x4x8 Ind health car ts in Alaska’
Anchorage $131.72 $3.06 $3.34 $4.50 $2.18 naex, health care costs aska’s
Bethel $272.77 $5.02 $5.27 $7.95 $5.51 cities ranged from 30.4 to 44.6 percent
Cordova $199.08 $3.78 $4.08 $4.40 $4.43 spendier than the average U.S. city in
Delta Junction $177.83 $3.20 $3.47 $3.65 $3.15 2010. (See Exhibit 12.)
Fairbanks $129.87 $3.14 $3.52 $3.33 $3.05
Haines $180.20 $3.18 $3.69 $3.61 $3.19 .
Homer $150.64 $2.90 $3.70 $4.33 $2.73 The average cost for a doctor visit
Juneau $141.69 $3.26 $3.42 $3.38 $2.90 in 2010 was $133.17 in Anchorage,
Kenai-Soldotna $139.88 $2.83 $3.72 $4.32 $1.81 $149.90 in Fairbanks, $143.07 in Ju-
Ketchikan $158.88 $3.06 $3.10 $3.33 $2.53 : :
Nome $233.70 $4.38 $4.42 $5.77 $5.99 neau, and $122'SQ in Kodiak. Th? C(.)St
Palmer-Wasilla $141.99 $3.15 $3.42 $3.73 $2.41 of an eye exam with an optometrist is
Portland, OR $106.66 $3.63 $2.82 $2.85 $1.83 even higher.
Seward $189.43 $2.86 $3.74 $3.65 $3.18
Sitka $177.87 $2.69 $3.16 $3.50 $2.58 : : P
Unalaska $233.00 $3.44 $3.58 $5.65 $6.50 The prices for ve'gerlnary SETVICES N
Valdez $172.02 $3.48 $3.85 $3.65 $4.25 Alaska are also high compared to

The weekly cost for a family of four with children ages 6 to 11. most other Surveyed CI'[IES._AI’] annual
Source: University of Alaska Fairbanks, Cooperative Extension Service exam for a 4—year—0|d dOg is used as a
proxy for veterinary services; this costs

1 Ruralists Pay Fuel Premium Military COLA*
Alaska, January 2011 Alaska, 2010

Selected Heating fuel #1  Gasoline, Method of Location Index
communities?® residential regular transportation

Anchorage 126
Anvik $4.50 $5.00 Barge Barrow 152
Arctic Vlilage $10.00 $10.00 A!r Bethel 152
Atgasuk $1.40 $4.10 Barge/Air Clear AFS 128
Barrow?® - $4.25 Barge
Chenega Bay $6.16 $6.56 Barge College 128
Delta Junction $3.49 $3.67 Truck Cordova 138
Dillingham $4.67 $5.03 Barge Delta Junction 130
Emmonak $5.15 $5.94 Barge Fairbanks 128
Fairbanks $3.45 $3.68 Refinery/Truck Homer 132
Gambell $7.20 $7.51 Barge Juneau 130
Homer $3.56 $4.13 Barge/Truck Kenai (inlcudes Soldotna) 132
Hoonah $4.39 $4.29 Barge Ketchikan 142
Hooper Bay $6.26 $6.61 Barge ) . .

. King Salmon (includes Bristol Bay
Huges $8.55 $8.00 Air Borough) 132
Huslia $5.00 $5.00 Barge .
Juneau $3.69 $3.43 Barge Kodiak Lo
Kodiak $3.30 $3.46 Barge Nome 152
Kotzebue $5.13 $5.37 Barge Petersburg 142
Nelson Lagoon $4.48 $4.90 Barge Seward 130
Nenana $3.58 $3.84 Truck Sitka 138
Nondolton $5.80 $6.70 Air Spruce Cape 134
Pelican $5.09 $5.18 Barge Tok 132
PortLons 12 408 caree Unalaska 134
| 0 a

Russian Mission $4.95 $5.65 Barge Valt.jez . 229
Unalaska $3.88 $3.41 Barge Wainwright 152
Valdez $3.73 $3.37  Refinery/Barge Wasilla 124

Other 152
This is just a partial list of the 100 communities surveyed.
2The North Slope Borough subsidizes heating fuel prices. *Qverseas cost of living allowance
SBarrow uses natural gas as a source of heat. (OCONUS) Index.

Source: Department of Commerce, Community, and Economic S D R t of Def ffecti
Development, Current Community Conditions: Fuel Prices Across ource: Department of Defense, efiective
Alaska, January 2011 Update. date December 2009
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$65.67 in Kodiak, the highest in Alas-
ka. However, it is even more expen-
sive in several U.S. cities. The same
exam is $84.60 in Manhattan; $70.20
in Manchester, N.H.; and $73.00 in
New Haven, Conn.

Costs highest in rural areas

Living in Alaska involves higher costs
no matter where you live, but living
in rural Alaska increases those costs
even more.

The U.S. Department of Defense pro-
duces another cost-of-living index,
also known as the OCONUS index,
for all overseas locations including
Alaska and Hawaii. (See Exhibit 16.)

Its data, last updated in 2009, identify
Barrow, Bethel, Nome, and Wain-
wright as the most expensive of the
Alaska communities studied. The
index confirms the conclusion of all
other in-state cost-of-living studies,

including the Alaska Geographic
Differential Study published in
2009: small rural locations have
considerably higher costs. (See Ex-
hibit 17.)

The Alaska Geographic Differential
Study contains cost information
from 18 sample blocks throughout
Alaska and covers housing, food,
transportation, clothing, and medi-
cal care. The study lists cost differ-
entials for expenditure categories in
all locations. Kotzebue was the most
expensive community, with costs 61
percent higher than in Anchorage,
the base community.

The study identified several of the
same communities as the OCONUS
index as being the most expensive
in the state. After Kotzebue, the
Geographic Differential Study’s
most expensive areas were Un-
alaska/Dutch Harbor, Bethel, and
Barrow.

Cost Differentials
Alaska, 2008

Barrow

Bethel

Cordova

Dillingham

Homer

Ketchikan

Kotzebue

Nome

Petersburg

Sitka
Unalaska/Dutch Harbor
Valdez

Prince William Sound
Kodiak

Arctic Region
Bethel/Dillingham
Aleutian Region

Southwest small
communities

17

1.50
1.53
1.13
1.37
1.01
1.04
161
1.39
1.05
1.17
1.58
1.08
1.08
1.12
1.48
1.49
1.50

1.44

Source: Geographic Differential Survey, The

McDowell Group
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Commutes Are Shorter in Alaska

Times vary widely around the state

n the March 2011 issue of Alaska Economic
Trends, we examined how Alaskans get to When We Leave for Work
work, and how we compare with the rest of
Y L Alaska, ACS 2005 to 2009
the nation. This is the other half of that story:
how long it takes these people to get to work. , Workers
Time surveyed Percent
., . . 12:00 a.m. to 4:59 a.m. 10,319 3.3%
If[ probably isn’t a surprise that Alaska is an out- 5:00 a.m. 10 5:29 a.m. 8.498 > 7%
lier whe_)n it comes to the length of our commutes 5:30 a.m. to 5:59 a.m. 14,781 4.8%
— and in this case, it’s good news. 6:00 a.m. to 6:29 a.m. 23,332 7.5%
. 6:30 a.m. to 6:59 a.m. 30,350 9.8%
Maybe shorter also means happier 7:00 a.m. to 7:29 a.m. 38,723  12.5%
7:30 a.m. to 7:59 a.m. 52,050 16.8%
According to the U.S. Census Bureau’s American g:gg R :0 Sigg £ giégi 13-23;"
- - : a.m. 1o o a.m. , A%
I(?omm_unltty Survey, AIaSkatr?S sr;end Sf rlnlld | 9:00 a.m. to 9:59 a.m. 22,054 7.1%
lon minutes a year commuting to work. in aally 10:00 a.m. to 10:59 a.m. 10,731 3.5%
terms, that means those who don’t work at home 11:00 a.m. to 11:59 a.m. 5,086 1.6%
spend an average of 17.9 minutes in transit to 12:00 p.m. to 3:59 p.m. 20,832 6.7%
their jobs. That’s not bad when we compare our- 4:00 p.m. to 11:59 p.m. 20,730 6.7%
selves to our national counterparts, who spend Total 310,642  100.0%
25.2 minutes getting to work. (See Exhibit 1.) Source: U.S. Census Bureau, 2005-2009 American

Community Survey
These are somewhat surprising results, given the
size of our state. Maybe it also means Alaskans some recent research on what makes us happy.
are happier than average, because according to the daily activity that is most “injurious to happi-
ness” is commuting.

Longest and Shortest Commutes Not only is the average Alaskan’s commute

United States, ACS* 2005 to 2009 shorter than our national counterparts, but we
rank 47th in the nation for time spent commuting

Time in Time in H
Longest duration minutes Shortest duration minutes to work. Only res!den'Fs of M(_)ntana and th? Da-
1 New York 314 21 _Oklahoma 205 ko_tas spend Ies_s time in transit. Alaskaqs either
2 Maryland 31.1 42 Idaho 20.0 drive shorter distances or face less traffic conges-
3 New Jersey 29.6 43 Kansas 18.7 tion — or probably both. Over the past decade, the
4 lliinois 28.1 44 lowa 18.3 average commute time in Alaska hasn’t changed
5 Massachusetts 271 45 Wyoming 181 much. It’s up slightly from 1980, when it was
6 Georgia 27.0 46 Alaska 17.9 16.7 minutes.
7 California 27.0 47 Nebraska 17.7
8 Virginia 26.9 48 Montana 173 Commutes are shortest in Skagway
9 Hawaii 25.6 49 South Dakota 16.4
10 New Hampshire 254 50 North Dakota 16.0 . .
e o The amount of time Alaskans spend getting to

. . _— _ work varies widely by location.* Skagway resi-
*American Community Survey data often have significant margins of error. For

more on using the ACS data, see the March issue of Trends.
Source: U.S Census Bureau, American Community Survey, 2005-2009. !For a detailed breakdown of the methods people use to travel to
work in Alaska and nationwide, see the March issue of Trends.
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dents spend the least amount of time getting to
work, at just 4.4 minutes a day. The longest com-
mute is 33.6 minutes for residents of the Mata-
nuska-Susitna Borough.

Neither of these figures is a surprise. Skagway is
a small, compact community where over a third
of its residents walk to work and the rest don’t
have far to go. On the other hand, approximately
a third of Mat-Su residents commute to work in
Anchorage, and another 10 to 15 percent work
on the North Slope or elsewhere in the state. The
Mat-Su is also the only place where Alaskans

spend more time getting to work than our nation-
al counterparts. Generally, the commutes are lon-
ger in Alaska’s larger cities and shorter in smaller
communities, although there are exceptions.

Most leave for work in the morning

The ACS commuter data also include information
about when people leave for work. Over half start
their travels between 6:00 and 8:30 in the morn-
ing. (See Exhibit 2.) However, there are relative-
ly large pockets of commuters who head to work
at all times of the day. For example, 6.7 percent
leave for work between 4:00 and 11:59 p.m.

Employment Scene

Unemployment rate at 7.4 percent in March

laska’s seasonally adjusted unemploy-
Ament rate for March was 7.4 percent,

down from February’s revised rate of 7.6
percent. The comparable national rate in March
was 8.8 percent, a slight decrease from the revised
rate of 8.9 percent in February. The Alaska and
U.S. rates for March both came in below year-ago
levels, and both have trended downward for many
months.

The peak jobless rate for the nation was 10.1 per-
cent in October of 2009, and Alaska’s unemploy-
ment hit 8.2 percent during the last three months
of 2009 and the first three months of 2010. As of
March, Alaska’s jobless rate has been lower than
the nation’s for 28 months in a row. However, the
difference between the two has narrowed in recent
months. Both rates are still above average, but
show an improving labor market for job seekers.

The not-seasonally adjusted jobless rates around
the state either did not change or fell slightly in
March, which is typical of this time of year. While
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rates declined slightly in four Alaska regions and
held steady in the remaining two in March, all re-
gional rates are below year-ago levels. Unemploy-
ment rates will probably begin to fall as the busy
summer season begins.




Statewide Employment
Nonfarm wage and salary

Preliminary Revised Year-Over-Year Change
90% Confidence

Alaska 3/11 2/11  3/10  3/10 Interval
Total Nonfarm Wage and Salary* 317,600 315,500 309,500 8,100 717 15,483
Goods-Producing? 41,000 40,100 39,400 1,600 -1,284 4,484
Service-Providing® 276,600 275,400 270,100 6,500 - -
Mining and Logging 15,700 15,400 14,500 1,200 407 1,993
Mining 15,300 15,200 14,300 1,000 - -
Oil and Gas 12,900 12,900 12,200 700 - -
Construction 12,800 12,200 12,900 -100 -2,683 2,483
Manufacturing 12,500 12,500 12,000 500 -494 1,494
Seafood Processing 9,000 8,700 8,600 400 - -
Trade, Transportation, Utilities 60,800 60,400 59,000 1,800 -572 4,172
Wholesale Trade 5,900 5900 6,000 -100 -656 456
Retail Trade 33,900 33,800 33,700 200 -1,828 2,228
Food and Beverage Stores 6,000 6,000 6,100 -100 - -
General Merchandise Stores 9,800 9,800 9,700 100 - -
Transportation, Warehousing, Utilities 21,000 20,700 19,300 1,700 662 2,738
Air Transportation 5,500 5,300 5,300 200 - -
Truck Transportation 3,300 3,200 2,900 400 - -
Information 6,300 6,400 6,300 0 -581 581
Telecommunications 4,200 4,200 4,100 100 - -
Financial Activities 15,100 15,000 14,300 800 -1,143 2,743

Professional and Business Services 25,500 25,500 25,200 300 -1,493 2,093
Educational* and Health Services 43,200 43,200 41,300 1,900 632 3,168

Health Care 31,100 31,000 29,600 1,500 - -
Leisure and Hospitality 29,400 28,500 27,200 2,200 163 4,237
Accommodations 6,500 6,300 6,000 500 - -
Food Services and Drinking Places 19,300 18,700 17,600 1,700 - -
Other Services 11,300 11,300 11,100 200 -2,976 3,376
Government 85,000 85,100 85,700 -700 — —
Federal Government® 16,600 16,400 17,100 -500 - -
State Government 26,400 26,300 26,300 100 - -
State Government Education® 8,600 8,600 8,500 100 — -
Local Government 42,000 42,400 42,300 -300 — -
Local Government Education”’ 25,100 25,400 25,000 100 - -
Tribal Government 3,600 3,500 3,600 0 - -

Regional Employment
Nonfarm wage and salary

Changes Percent  90% confidence
Preliminary Revised from Change interval
3/11 2/11 3/10 2/11 3/10 2/11 3/10 Low High

Anch/Mat-Su 167,600 167,300 166,000 300 1,600 0.2% 1.0% -1,952 5,152
Anchorage 148,350 148,100 147,200 250 1,150 0.2% 0.8% - -

A dash indicates that confidence intervals aren’t available at this level.

1Excludes the self-employed, fishermen and other agricultural workers, and private household
workers. For estimates of fish harvesting employment, and other fisheries data, go to
labor.alaska.gov/research/seafood/seafood.htm.

2Goods-producing sectors include natural resources and mining, construction, and manufacturing.
3Service-providing sectors include all others not listed as goods-producing sectors.

“Private education only

5Excludes uniformed military

SIncludes the University of Alaska

“Includes public school systems

8Fairbanks North Star Borough

Sources for Exhibits 1, 2, and 3: Alaska Department of Labor and Workforce Development, Research
and Analysis Section; U.S. Department of Labor, Bureau of Labor Statistics

Sources for Exhibit 4: Alaska Department of Labor and Workforce Development, Research and
Analysis Section; also the U.S. Department of Labor, Bureau of Labor Statistics, for
Anchorage/Mat-Su and Fairbanks

Unemployment Rates
Borough and census area

Prelim. Revised

SEASONALLY ADJUSTED 3/11 2/11 3/10
United States 88 89 97
Alaska Statewide 74 76 82
NOT SEASONALLY ADJUSTED
United States 92 95 10.2
Alaska Statewide 83 84 92
Anchorage/Mat-Su Region 73 73 84
Municipality of Anchorage 65 65 7.6
Matanuska-Susitna Borough 10.2 103 11.0
Gulf Coast Region 103 10.6 11.2
Kenai Peninsula Borough 11.1 114 123
Kodiak Island Borough 65 65 7.2
Valdez-Cordova Census Area 112 122 113
Interior Region 8.4 85 92
Denali Borough 189 18.9 1838
Fairbanks North Star Borough 7.3 74 82
Southeast Fairbanks Census Area 119 122 129
Yukon-Koyukuk Census Area 169 18.3 18.0
Northern Region 9.6 9.6 104
Nome Census Area 123 125 135
North Slope Borough 44 44 54
Northwest Arctic Borough 153 151 147
Southeast Region 8.6 9.0 093
Haines Borough 11.2 13.1 133
Hoonah-Angoon Census Area! 248 26.2 239
Juneau, City and Borough of 5.9 59 6.6
Ketchikan Gateway Borough?* 88 91 99
Petersburg Census Area* 12.6 13.7 -
Prince of Wales-Hyder Census Area!  18.3 19.0 -
Prince of Wales-Outer Ketchikan CA! - - 187
Sitka, City and Borough of* 66 7.0 7.0
Skagway, Municipality of* 23.0 276 242
Wrangell, City and Borough of* 10.1 10.9 -
Wrangell-Petersburg Census Area* - - 126
Yakutat, City and Borough of 134 146 131
Southwest Region 126 128 1238
Aleutians East Borough 76 74 72
Aleutians West Census Area 3.9 40 39
Bethel Census Area 159 159 16.2
Bristol Bay Borough 10.3 11.2 10.6
Dillingham Census Area 11.5 11.3 116
Lake and Peninsula Borough 11.8 128 114
Wade Hampton Census Area 208 21.7 215

1Because of the creation of new boroughs, this borough or census area
has been changed or no longer exists. Data for the Skagway Municipality
and Hoonah-Angoon Census Area became available in 2010. Data for
Wrangell Borough, Petersburg Census Area, and Prince of Wales-Hyder
went into effect January 2011. Prior to January, data were published for
Wrangell-Petersburg Census Area and Prince of Wales-Outer Ketchikan
Census Area.

Changes in Producing the Estimates

Beginning with the production of preliminary estimates for March
2011, production of state and metropolitan area Current Employ-
ment Statistics estimates has transitioned from state workforce
agencies to the U.S. Bureau of Labor Statistics. Concurrent with
this transition, the BLS implemented several changes to the meth-
ods to help standardize estimation across states. While these
changes reduce the potential for statistical bias in state and metro-
politan area estimates, they may increase month-to-month variabil-
ity. More detailed information on the CES changes is available on
the BLS Web site at http://www.bls.gov/sae/cesprocs.htm.

For more current state and regional employment and unemployment data, visit our Web site: laborstats.alaska.gov
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Employer Resources

Increased immigration and customs enforcement could cost employers

Employers should be aware that U.S. Immigration and
Customs Enforcement, an investigative unit of the De-
partment of Homeland Security, is cracking down on em-
ployers of illegal immigrants.

The Employment Compliance Inspection Center, an ICE
office, has been created to focus on auditing businesses
with large numbers of employees. The center’s 15 foren-
sic auditors will help agency field offices expedite Form
I-9 audits of businesses selected for compliance inspec-
tions.

According to government estimates, there are approxi-
mately 11 million illegal immigrants living in the United
States. In fiscal year 2010, ICE audited more than 2,740
companies, imposed a record $7 million in civil fines,
and increased criminal prosecution of businesses that
employed illegal workers. All employers, large and small,
should anticipate more audits and prepare for possible
inspections.

To avoid potential liability, employers must implement
detailed I-9 handling procedures. To help with compli-
ance, Homeland Security created E-Verify, a free online
employment eligibility verification program. E-Verify is

fast, free for employers, and easy to use. This program
allows businesses to confirm that newly hired employees
are authorized to work in the U.S.

Employers can also protect against fraudulent use of
documents by ensuring that only trained individuals
process the 1-9s and use E-Verify. Businesses may add
another layer of protection by including a review of the
completed documents by a second person.

“Ultimately, it is in a company’s best financial interest to
proactively comply with the law now rather than to face
potential fines or criminal prosecution for noncompliance
in the future,” an ICE spokeswoman said.

A video demonstration of E-Verify is available online
at: www.uscis.gov/USCIS/E-Verify/Videos/e-verify-i-9-
passport.swf.

Employers may also participate in free webinars on I-9
and E-Verify by visiting www.dhs.gov/E-Verify and click-
ing on “Sign up for a Webinar.”

To contact E-Verify’s customer support center, call (888)
464-4218, or e-mail E-Verify@dhs.gov.

A Safety Minute

Free health hazard evaluations can help employers cut medical costs

In an era of budget shortfalls, reducing expenses is a
primary concern for many employers. Health care is one
area that commands attention because of its continually
rising costs.

According to the U.S. Census Bureau, 60 percent of
Americans who have health coverage obtain it through
their employers. Depending on the size of an organiza-
tion and the number of employees, the annual increases
in an employer’s health insurance costs can be very
high. And when employees take sick time, this can also
affect daily operations and budgets.

Ensuring a healthy workforce can increase productiv-
ity and help mitigate medical costs — and a safe and
healthy work place is a good place to start. To protect

the health of workers, Alaskans can minimize or prevent
exposure to health hazards. Hazards that are chemical,
physical, ergonomic, and biological can be prevented or
minimized before they lead to death or serious illnesses
such as asbestosis, lung cancer, chemical sensitivity,
work-related musculoskeletal disorders, and hearing
loss.

Safety and health consultants with the Alaska Depart-
ment of Labor and Workforce Development are available
to help employers identify, evaluate, and control work-
place health hazards. They provide free assistance such
as air and noise monitoring, audits, and other tools to
help prevent or reduce work site injuries, illnesses, and
deaths. For more information, please call (800) 656-
4972.
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