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Alaska’s Fisheries:
Continued Recovery in a Key Industry

By Governor Frank H. Murkowski

As Alaskans, we know how important the fishing industry is in our state. Fish
are one of our most vital natural resources. This month’s Trends discusses
fisheries employment, and I'm encouraged by recent figures showing continued
improvement in this industry.

New statistics report that over 55 percent of the total U.S. fisheries harvest by volume was taken in Alaska waters
and equaled nearly one-third of the total U.S. harvest by value. Dutch Harbor/Unalaska ranked first among U.S.
ports in volume, more than twice that pulled in by second place Reedville, Va. For a state whose population
amounts to only two-tenths of one percent of the nation’s total, these are impressive numbers.

Early in my administration, we began taking steps to invigorate an industry wounded by a boom in farmed
fish production. Through our Alaska’s Fisheries Revitalization Strategy, we've invested $50 million over several
years in the state’s seafood industry with economic grants, a worldwide marketing campaign and disaster relief
funds.

Key to the success of our efforts has been the partnership between government and the seafood industry.
The collaboration of the departments of Labor & Workforce Development, Fish and Game, and Commerce,
Community and Economic Development, the fisheries policy advisor, along with the industry, has resulted in an
additional $40 million in matching contributions from the seafood industry.

Across the state, we've invested resources to improve productivity and innovation. We've provided disaster relief
assistance to individual fishermen and communities most impacted by the farmed fish industry. We've worked
to improve transportation activities within the industry to help move products more efficiently. And to help us
keep pace with an ever-expanding industry worldwide, we've funded product quality improvements, technology
assistance and research and development projects.

We've developed the Targeted Fisheries Assistance Program to provide boat-improvement grants to salmon
fishermen so they have the equipment and systems to provide the highest quality product possible. Improving
harvesting and the abilities of tender vessels to maintain product quality is helping us earn higher prices and
increase our salmon industry’s profitability and success.

The statistics reveal that Alaska’s seafood industry is changing for the better. Employment and earnings are
up. Markets are demanding our wild Alaska salmon over farmed salmon. The Alaska Fisheries Revitalization
Strategy is part of this positive change. I'm pleased with the efforts of all involved to help protect and stimulate
one of our most precious resources. | encourage the next administration to continue these efforts so we can all
enjoy the benefits of ongoing successes in our seafood industry.
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Fish Harvesting Employment

By Dan Robinson, Economist,

with Neal Gilbertsen, Economist

Fish are Alaska’s bread and butter

isheries play an economic role in
Alaska similar to that of wheat farm-
ing in North Dakota or corn produc-
tion in lowa. The latest National
Marine Fisheries Service release reported that
over 55 percent of the total U.S. fisheries harvest
by volume was taken in Alaska waters. That
production translated into nearly one-third

of the total U.S. harvest by value. Dutch Har-
bor/Unalaska ranked first among U.S. ports in
terms of volume, more than doubling runner-up
Reedville, Va. These are impressive numbers for
a state whose population amounts to only two-
tenths of one percent of the nation’s total.

Not surprisingly, fisheries are also a major source
of employment in the state. In 2005 the average

Fish Harvesting Employment
Alaska, 2000 to 2005

Employment

monthly fish harvesting' job count was nearly
7,500, and at the peak of summer, the monthly
job count rose above 20,000. (See Exhibits 1
and 2.) Add to those numbers the thousands

of jobs the fisheries create in seafood process-
ing, support service industries and government
management, and the economic importance of
fisheries to Alaska becomes even more clear.

This article will focus primarily on fish harvesting
jobs, a population frequently left out of em-
ployment data sets for reasons discussed in the
methodology section at the end of the article.

Two trend lines

Alaska’s fish harvesting employment increased
slightly in 2005, adding 127 jobs.? This 1.7 per-
cent gain nearly equaled the 1.9 percent growth
rate of the state’s wage and salary employment.
Over the six years measured by this relatively
new data set, total fish harvesting employment
has shown two distinct trend lines: from 2000 to
2002, employment numbers fell at a dramatic
rate;* then from 2002 to 2005, total employ-
ment stabilized and managed to recover a small
amount of the lost ground. (See Exhibit 1.)

The employment growth hasn’t been shared
evenly among the fisheries, however. On one
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1 The term “fish harvesting” jobs is used in this article rather than
more generic references to “fishing” jobs to clarify that only the jobs
created for permit holders and their crew who are directly involved
in harvesting the fish are being included and not the many jobs in
processing, tendering and other related activities.

2 Job counts published in this article are annualized, unless other-
wise noted. An annualized job count is simply the average number
of monthly jobs over the full calendar year.

3 The declines undoubtedly extended well back into the 1990s,
judging from other fisheries-related data such as permits fished and
catch values, but harvesting employment data are not available for
years before 2000.
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hand, the salmon fisheries added 291 jobs for
an 8.3 percent over-the-year increase in 2005,
and have added a total of 744 jobs since their
low point in 2002. On the other hand, the com-
bined total for all other fisheries fell by 166 jobs
in 2005, amounting to a 4.4 percent decline,
and have lost a combined total of 772 jobs since
2000. (See Exhibit 3.)

Salmon is still king

Salmon accounted for more than 50 percent of
all Alaska fish harvesting jobs in 2005. (See Ex-
hibit 4.) According to the Commercial Fisheries
Entry Commission, 75 percent of all individuals
who fished permits that year spent part of their
time fishing for salmon.* In sheer numbers, the
Alaska fishing fleet has always been dominated
by salmon fishermen, some of whom tradition-
ally supplemented their income with harvests of
halibut, sablefish, herring and near-shore crab
only to see those supplemental fisheries assume
a more important economic role as salmon
prices collapsed in the 1990s.

Salmon’s employment gains are uneven

The over-the-year gains in salmon-related em-
ployment are evenly distributed regionally, with
Southeast registering an 8.3 percent gain, the
Gulf Coast adding 7.8 percent and Southwest
showing an 8.4 increase. But these new jobs
aren’t as well distributed among gear types or
target species.

In fact, the post-2002 growth in salmon employ-
ment is largely explained by expanded participa-
tion in the targeted king salmon fisheries —
which have seen high prices over the last several
seasons — and by increased fishing effort on the
much-improved sockeye returns to Bristol Bay.

It also appears that higher prices have encour-
aged Gulf Coast salmon harvesters to fish longer

4 CFEC data don't capture the at-sea component of the Bering Sea
and Aleutian Islands fishery, and don't always agree with fisheries
data originating with the U.S. National Marine Fisheries Service.
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seasons and generate higher annualized job
counts in the process. July’s employment num-
bers in the Gulf Coast salmon fisheries — the peak
month of the year — weren't significantly different
in 2004 and 2005, but employment in both June
and August were noticeably higher in 2005.

Those coveted kings

Fresh wild king salmon have once again cap-
tured public attention. Trollers and the few early
king salmon gillnet fisheries are in a particularly
good position to capitalize on this market. The
November through March winter troll employ-
ment has steadily grown since 2002 and contin-
ued this pattern in 2005.

In a similar way, May salmon employment,
which is dominated by the troll fisheries and the
early driftnet fisheries for king salmon bound for
the Copper River (Gulf Coast) and the Stikine
and Taku Rivers (Southeast) gained 395 jobs in
2005, which amounts to a 33 percent over-the-
year increase. (See Exhibit 2.)

Similar growth is visible in the winter king troll
fisheries, which take place exclusively in South-
east. January 2005’s job count of 232 was more
than 100 higher than January 2004’s total, for
example, and all six winter months — January
through March and October through December
— had increased employment.

Overall, the favorable market conditions for
kings have helped create solid, if relatively small,
employment gains in the off-season months
over the 2000 to 2005 history of this series. (See
Exhibits 2 and 5.)

A less rosy picture for pinks and chums

Unlike the troll fishery, which sees nearly year-
round participation, the salmon fisheries as

a whole are highly seasonal. (See Exhibit 6.)
The months of June, July and August see huge
volumes of salmon landed and correspondingly
large employment numbers.
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Fish Harvesting Employment

Alaska, 2000 to 2005
All Species Monthly
Year Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec. Average
2000 3,230 4,122 5,180 6,488 8,417 21,298 23,362 14,958 8,285 5,797 2,451 889 8,706
2001 2,972 4,286 4,505 4,681 7,063 18,884 21,571 13,921 8,095 6,194 2,617 726 7,959
2002 3,590 4,047 4,334 4,913 6,715 16,292 18,224 11,975 6,983 5,794 2,632 524 7,168
2003 3,284 3,609 4,378 5,797 6,233 17,610 19,670 11,922 7,191 5,969 2,660 526 7,404
2004 3,594 3,492 4,110 5,050 6,476 17,139 19,634 12,308 7,371 6,023 2,259 509 7,330
2005 3,503 3,032 4,229 4,944 6,537 18,184 20,405 13,003 7,124 4,843 2,730 948 7,457
Total Crab Monthly
Year Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec. Average
2000 70 524 198 1,506 135 478 448 434 174 1,707 304 72 504
2001 767 1,636 249 150 132 508 603 575 156 1,748 506 129 596
2002 1,526 1,535 273 165 75 578 593 658 204 2,052 564 77 692
2003 1,050 950 229 96 42 526 602 615 184 1,978 566 91 577
2004 1,239 706 222 42 39 513 549 568 110 1,836 304 82 517
2005 1,191 454 375 51 24 484 523 420 91 688 834 190 443
Total Groundfish Monthly
Year Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec. Average
2000 2,965 3,339 3,195 1,992 1,051 797 933 1,331 1,271 1,048 501 473 1,575
2001 2,050 2,441 2,338 1,499 898 896 1,114 1,335 1,674 1,171 526 387 1,361
2002 1,836 2,264 2,318 1,179 739 647 1,115 1,282 1,411 1,020 654 221 1,224
2003 1,972 2,270 2,033 1,338 955 760 1,143 1,232 1,397 905 436 68 1,209
2004 2,134 2,413 1,775 1,342 719 735 997 1,184 1,299 1,142 482 75 1,191
2005 1,965 2,162 1,670 1,264 516 717 1,017 1,008 1,418 1,092 392 367 1,132
Total Halibut Monthly
Year Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec. Average
2000 0 0 1,116 1,765 2,682 2,482 2,079 2,451 2,263 1,371 744 0 1,413
2001 0 0 1,155 1,647 2,380 2,557 2,058 2,483 2,122 1,426 766 0 1,383
2002 0 3 906 1,766 2,387 2,760 2,305 2,396 1,939 1,155 655 0 1,356
2003 0 0 1,159 1,851 2,046 2,530 2,049 2,429 1,825 1,321 717 0 1,327
2004 0 3 1,077 1,477 2,417 2,443 1,909 2,380 1,683 1,338 624 0 1,279
2005* 0 3 1,045 1,434 2,346 2,372 1,853 2,310 1,634 1,299 606 0 1,242

1 The halibut employment estimates for 2005 are preliminary.
Note: Individual species’ totals may not exactly add to All Species’ totals due to rounding.

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

Because most of the fish must be frozen or
canned, they face different market conditions
than kings and don’t command the premium
prices of the fresh market. It's these high-vol-
ume fisheries that continue to struggle with

below their historical high-water marks of the
late 1980s and early 1990s.

Bristol Bay bounces back

relatively low prices, and employment in the
peak summer months remains far below 2000
levels (see Exhibit 5), despite gains in 2005
and a generally upward trend since 2002. (See
Exhibits 2 and 3.)

While salmon prices, with the exception of
pinks, have shown notable increases from their
low points in 2001 and 2002, prices for sock-
eye, pink and chum, which account for 98
percent of Alaska’s total harvest, are still well

KA ECONOMIC TRENDS

Although the Gulf Coast salmon fisheries saw a
healthy increase in their peak months’ job count
in 2005, most likely attributable to higher prices,
the Southwest region’s growth during those
months was especially notable.

During June, July and August of 2005, the region
averaged 6,800 jobs, nearly 600 more than the
average for those same three months in 2004.

A considerable amount of the over-the-year in-
crease was the result of a legal ruling that ended
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Total Sablefish

Continued 2

Monthly

Year Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec. Average
2000 0 0 146 753 1,020 749 422 487 944 604 309 0 453
2001 0 0 260 741 919 805 529 472 951 650 271 0 466
2002 0 3 309 729 912 810 480 481 899 422 194 0 437
2003 0 0 384 793 806 655 505 765 830 514 309 0 463
2004 0 4 391 717 912 614 549 674 730 582 229 0 450
2005 0 21 409 733 902 662 438 688 692 579 261 0 449
Total Herring Monthly
Year Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec. Average
2000 0 0 271 92 2,339 566 107 0 0 0 0 33 284
2001 17 0 274 288 1,491 505 85 0 0 5 5 11 223
2002 6 11 270 761 1,324 88 100 0 0 8 0 17 215
2003 6 16 275 1,353 1,034 0 76 0 5 0 5 11 232
2004 0 0 253 1,023 1,089 3 46 0 5 5 0 6 202
2005 20 11 286 1,046 1,067 164 18 0 0 5 0 5 218
Total Miscellaneous Shellfish Monthly
Year Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec. Average
2000 126 131 52 52 143 108 106 100 49 732 417 185 183
2001 62 82 33 48 146 132 81 97 54 780 380 122 168
2002 127 93 40 32 127 108 95 83 47 711 469 144 173
2003 126 120 27 46 110 97 82 81 44 712 427 191 172
2004 98 99 41 45 112 99 77 76 36 694 434 163 165
2005 95 90 57 59 98 79 74 58 30 644 396 182 155
Total Salmon Monthly
Year Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec. Average
2000 70 128 203 329 1,047 16,119 19,268 10,156 3,584 335 177 127 4,295
2001 77 127 197 309 1,088 13,482 17,102 8,959 3,139 415 164 77 3,761
2002 96 138 219 282 1,152 11,301 13,536 7,076 2,484 427 96 65 3,073
2003 131 254 271 321 1,241 13,042 15,214 6,802 2,907 537 202 166 3,424
2004 123 268 350 405 1,189 12,734 15,508 7,426 3,509 427 187 184 3,526
2005 232 292 388 359 1,584 13,708 16,482 8,520 3,259 536 243 205 3,817

a Chignik cooperative allocation, altering the

omy as a whole is often used as an indicator

structure of the area’s seine fishery.

The participants in the co-op, which was
formed in 2002, had agreed to reduce the
number of boats and permits fished in an ef-
fort to cut costs and operate more efficiently.
Seventy-seven permit holders joined and paid
22 members to catch the allocation it had been
granted by the Alaska Board of Fisheries. The
catch value was then divided among all the
members.

The effort to maximize efficiencies in a fishery
struggling with low prices illustrates an impor-
tant point about fish harvesting employment
estimates and job counts in general. While the
number of jobs in a given industry or the econ-

ALASKA ECONOMIC TRENDS

of economic health — job growth is considered
healthy and declines are considered unhealthy
— simple job counts give only an incomplete pic-
ture of an economy. There are a number of pos-
sible scenarios in which an affected population
would actually prefer fewer jobs in exchange for
some other economic benefit.

After the court ruling at least temporarily ended
the co-op, the number of permits participating
in the fishery tripled from 2004 to 2005, result-
ing in nearly 300 more monthly jobs during the
seasonal peak.

But the Southwest region’s salmon harvesting

employment has also been growing as a result of
stronger sockeye runs and slightly higher prices.
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Fish Harvesting Employment
Alaska, 2000 to 2005
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Harvesting Employment by Species
Alaska, 2005
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From a low point of 11.2 million sockeye in
2002, the run strength increased to 27.2 million
in 2004 and fell only slightly to 26 million in
2005. Total Southwest salmon harvesting em-
ployment increased correspondingly from 1,284
in 2002 to 1,739 in 2005.

Big changes for crab fishing

Employment in the crab harvest has followed

a different pattern than most fisheries over the
six years reported here. But the fact that the
number of jobs increased from 2000 to 2002
then declined through 2004 may be mostly due
to season timing, particularly in the Bering Sea
and Aleutian Islands’ early opilio season. The
employment changes from 2004 to 2005 are
considerably more complex.

The effects of the newly implemented Bering
Sea and Aleutian Islands (BSAI) crab fisheries
rationalization program, which created a quota-
based fishery, and the associated vessel buyback,
began to register in 2005. (See Exhibit 8.) The
fishery shed 74 jobs in 2005, which amounted
to a 14.3 percent over-the-year decline, but
because the program was not implemented until
Aug. 15 of that year, the preceding January’s
opilio crab harvesting employment was unaf-
fected. The September 2005 through December
2005 employment numbers, which are largely
based on the BSAI red king crab fisheries, serve
as a better indicator of the changes taking place
as a result of rationalization.

Predictably, rationalizing the crab fishery low-
ered 2005 employment dramatically in the peak
month of October and raised employment levels
in November and December of that year as
harvesters with quota shares were no longer in a
race to harvest the available catch and they took
longer to harvest their quotas.

The net effect, however, was a significantly
smaller average job count from September 2005
through December 2005. In the five years im-
mediately preceding rationalization, the South-
west region’s crab fishery averaged 479 jobs
over those four months. The 2005 fishery, under
rationalization, produced a monthly average of
303 jobs.
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Groundfish: big volume, big value

Salmon generates more harvesting jobs than any
other fishery, but in terms of both volume and
value, the state’s largest fishery is groundfish,
where a relatively small number of large boats
catch huge quantities of fish, predominantly pol-
lock, without requiring proportionate increases
in manpower.

But the groundfish category is a rather eclectic
collection of fisheries. While the BSAI pollock
trawl fishery is by far Alaska’s — and the nation’s
— largest fishery in terms of volume, there are
many smaller boat fisheries included in this
grouping. Longliner, jig and pot fishermen, who
target everything from rockfish to Pacific cod,
greatly outnumber the better-known trawlers.

As a group, groundfish employment has been
suffering a slow erosion. While the 59 jobs lost
in 2005 seem insignificant in relation to that
year’s employment of 1,132, it represents a 5
percent decline and continues a five-year trend
of job losses. Since 2000, the groundfish fisher-
ies have shed a total of 443 jobs, a decline of 28
percent.

The losses in groundfish employment are not
evenly divided among the three large fishing
regions. While the BSAI trawl fisheries in the
Southwest region have seen a small contraction,
most of the groundfish employment declines
since 2000 are attributable to a much-reduced
effort among rockfish longliners. This has had
some impact on all three regions, but the Gulf
Coast region — Kodiak in particular — seems

to have suffered the greatest losses over this
period.

As a result, in 2005 the North Pacific Fishery
Management Council began work on its Rock-
fish Pilot Program. The program is intended to
address the problems associated with falling
rockfish prices and decreased landings and will
try to stabilize Kodiak’s rockfish economy. The
council envisions a short-term, two-year pro-
gram that will provide some immediate relief
to the community until a comprehensive Gulf
of Alaska groundfish rationalization plan can be
implemented.

ALASKA ECONOMIC TRENDS

Monthly Salmon Harvesting Jobs
Change from 2000 to 2005
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Only Salmon is Highly Seasonal
Average monthly employment, Alaska 2005
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Halibut and sablefish

Alaska’s halibut fishery shows an employment
trend similar to groundfish: small losses in 2005
that continue a recent history of consistent,
incremental job erosion. The 37 fewer jobs in
2005 represent a 2.9 percent decline, and the
five consecutive years of losses from 2000 to
2005 add up to a total loss of 171 jobs and a
12 percent overall decline.
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Statewide Salmon Prices
In inflation-adjusted dollars,' 2000 to 2005

King Sockeye Coho Pink Chum
2000 $2.22 $0.90 $0.64 $0.17 $0.31
2001 $1.86 $0.63 $0.54 $0.14 $0.38
2002 $1.41 $0.65 $0.39 $0.11 $0.20
2003 $1.51 $0.67 $0.51 $0.10 $0.19
2004 $1.91 $0.62 $0.70 $0.10 $0.22
2005 $2.23 $0.74 $0.75 $0.12 $0.26

1 Using the Anchorage Consumer Price Index

Source: Alaska Department of Fish and Game

Crab Harvesting Employment
The effects of rationalization
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The continuing fall in employment contrasts
with an ongoing trend of higher earnings.® In ef-
fect, fewer jobs are being generated by a fishery
that has experienced significant economic gains
over the 2000-2005 period. Once again, this
demonstrates that employment numbers are
but one piece of the puzzle in determining the
economic health of a fishery.

Sablefish fishery employment remained virtually
unchanged from 2004 levels, providing 449 jobs
in 2005. Over the six seasons the fishery has
been monitored, employment has varied within
extremely narrow parameters. Averaging 453

5 While 2005 earnings data aren't yet available, high ex-vessel
prices make it likely that they will show continued growth.

10
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annualized jobs, the fishery has ranged from a
low of 437 in 2002, to a high of 466 in 2001.
Ex-vessel values have also remained remarkably
stable, with the 2001 low only 15 percent below
the six-year mean, and the 2003 high only 12
percent above.

In large part, employment patterns in the halibut
and sablefish fisheries are explained by the
quota share system that was introduced in 1995
and the consolidation of production that has
followed. At the time of original issuance, 4,830
individuals received halibut quota shares. By
2000, the number of halibut share holders had
fallen to 3,541, and by 2005 this number had
declined 33 percent from the original issuance
to 3,239. The 12 percent decline in halibut fish-
eries employment from 2000 to 2005 roughly
tracks the 8 percent decline in halibut quota
share holders over that same period.

The concentration in the number of sablefish
share holders occurred somewhat earlier, falling
from 1,052 in 1995 to 875 by 2000, a 17 per-
cent decline. Since that time, both the number
of quota share holders and employment in the
sablefish fisheries has remained remarkably
stable.

Herring and miscellaneous shellfish

Herring and miscellaneous shellfish produced a
combined total of 373 annualized jobs in 2005,
which amounted to just 5 percent of Alaska’s
fish harvesting employment. Both fisheries have
been very stable over the past six years, and
lacking unexpected biological or economic
interventions, are expected to maintain these
employment levels into the foreseeable future.

Comparing employment numbers:
a few caveats

One of the reasons for this project is because
there was a conspicuous hole in the employ-
ment data regularly published in Trends and
elsewhere. Fishing industry advocates and
private consultants periodically estimated the
number of fish harvesting jobs, but there was
no consistently produced data that would allow
comparisons of employment changes over time
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in the fishing industry or comparisons with the
employment numbers of other important indus-
tries in the state.

Although a consistently applied methodology
makes the employment numbers comparable
over time, it’s a bigger challenge to make them
comparable with other industry employment
because of basic structural differences between
a job as a fisherman and a job as a nurse or
teacher.

The most important difference is in the basic re-
lationship itself: compensation for wage and sal-
ary jobs is based on the amount of time worked,
usually the number of hours or days on the job
in a given pay period. Payroll records, which are
the primary source of employment estimates
and counts, can therefore be used to tie wage
and salary employment to a specific month.®

Compensation for both permit holders and
crew, in contrast, is based on earnings. Crew
members are paid a percentage, or share, of
the earnings that result from the fishing trips in
which they were involved. As a result, there’s
no convenient measure for determining in what
months a fish harvester worked or for how long.

Another key difference is that fishing regula-
tions and management regimes limit the pool
of available employers in a way that restrains
and ultimately caps job growth. To participate
in one of the state’s limited entry fisheries, such
as salmon, a person must hold a permit. The
permits can be bought and sold, but the total
number of permits doesn’t generally change in
an established fishery.

When economic conditions are favorable, most
permit holders will fish and in so doing generate
jobs for themselves and their crew members. But
when costs rise or the value of the catch falls — as
happened in the 1990s when farmed salmon
entered the market and depressed prices’” — the
percentage of permit holders who fish declines.

5 The employment statistics regularly published in Alaska and
nationally as part of the Current Employment Statistics program do
not attempt to calculate full-time equivalency job counts.

7 The percentage of salmon permits fished declined from 85 per-
cent in 1990 to 57 percent in 2002. It has since recovered some of
the lost ground, increasing to 67 percent by 2005.
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Groundfish Harvesting Employment
Alaska, 2000 to 2005
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Source: Alaska Department of Labor & Workforce Development, Research and Analysis Section

Oil and Gas

3.7% Fish Harvesting
3.2%

Private-Sector Employment’
Alaska, 2005

Construction
7.9%

Seafood Processing
3.6%

All Others
81.6%

L “Private-sector employment” is defined here to mean all private wage and salary jobs
combined with the fish harvesting employment discussed here. Self-employment, em-
ployment in industries not covered by state unemployment insurance laws and all other
agricultural employment are excluded.

Source: Alaska Department of Labor & Workforce Development, Research and Analysis Section
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Private-Sector Employment
By industry and region, Alaska 2005
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Source: Alaska Department of Labor & Workforce Development, Research and Analysis Section

What that means for employment numbers is
that they will fluctuate up and down as higher
and lower percentages of permits are fished,
but that there can be no long-term expansion
such as normally occurs in other industries in

a growing economy. Under the most favorable
economic conditions, there will be “full employ-
ment” in a fishery — meaning that all permits are
being fished — but once that point is reached, no
further growth is possible without structural or
management changes.

In a different way, employment growth is also
constrained in fisheries that are managed using
a quota share system, such as halibut, sablefish
and the BSAI crab fisheries. Unlike limited entry
permits, quota shares guarantee the holder the
right to harvest a certain percentage of the total
allowable catch rather than just a right to partici-
pate in a competitive fishery. Quota shares can
be bought and sold and are almost always fished
since they represent a more tangible asset and

P A
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can be “stacked,” or fished in multiples from the
same vessel for greater efficiency.

Often when a quota share management system
is introduced, there’s an initial concentration of
shares and employment as the more efficient
producers acquire quota shares from the less
efficient operations. As discussed earlier, this is
the pattern the sablefish fishery followed and
the halibut fishery seems to be following as
well. Because the total percentage of the al-
lowable catch isn't free to grow, however — no
more than 100 percent can ever be awarded

— these fisheries don't create additional har-
vesting jobs even when economic conditions
are most favorable.

An important slice
of total private-sector jobs

Having said all that, the fish harvesting employ-
ment estimates published here can be considered
at least roughly comparable to other industries’
job counts. (See the methodology section for
more detail.) In 2005, seafood harvesting jobs
accounted for 3.2 percent of all private-sector
employment.? (See Exhibit 10.) When seafood
processing’s 3.6 percent are added to harvest-
ing, the combined fishing industry makes up 6.8
percent of Alaska’s private-sector employment.

For the Southeast, Gulf and Southwest regions,
the fishing industry assumes an even greater
economic importance. Seafood harvesting and
processing employment combined accounted
for 14.6 percent of all private-sector employ-
ment in Southeast, 18.9 percent in the Gulf
Coast and fully 51.9 percent in the Southwest
region in 2005. (See Exhibit 11.)

Overall, the fish harvesting employment esti-
mates discussed in this article suggest a mildly
improved picture in the salmon fisheries and,
with a few important exceptions, general stabil-
ity elsewhere.

8 “Private-sector employment” is defined here to mean all private
wage and salary jobs combined with the fish harvesting employ-
ment discussed here. Self-employment, employment in industries
not covered by state unemployment insurance laws and all other
agricultural employment are excluded.
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ment of Labor & Workforce Devel-

opment can accurately count jobs
because most employers are required to
report the number of employees on their
payrolls each month as part of their man-
datory unemployment insurance cover-
age. But fish harvesting jobs are gener-
ally exempted from state unemployment
insurance laws, and even if they weren't,
they don’t generate the payroll records
used to calculate monthly employment in
other industries.*

In other industries, the Alaska Depart-

Landings and crew factors

As a substitute for detailed payroll
records, state and federal fish manage-
ment agencies provide the Department
of Labor with information on the specific
“landings” made under each commercial
fishing permit over the course of a year. A
landing is the initial sale of harvested fish
to a buyer. To create employment esti-
mates from the landings, the Department
of Labor uses “crew factors” developed
from surveys and industry research in an
attempt to quantify the labor needed to
fish specific permits.

For example, the crew factor for a K91T
permit — which is a permit to fish for king

1 Another reason why no employment data

have been available for the fisheries is that the
U.S. Bureau of Labor Statistics, which governs
how employment is counted in the federal-state
cooperative program called Current Employment
Statistics, defines fishing as an agricultural activ-
ity and agricultural employment has traditionally
been excluded from employment statistics under
this program.

Methodology Notes

crab in Bristol Bay with pot gear on a
vessel more than 60 feet long — is six,
so if a landing is recorded under a K91T
permit, six jobs are attributed to that
permit. Each permit number is unique
(the K91T permit used in this example is
the type of permit rather than the permit
number itself), which allows the Depart-
ment of Labor to assign only one set of
jobs to a specific permit in any given cal-
endar month even if numerous landings
are made during the month.?

The jobs are assigned by place of work
rather than by the residence of the job
holders. Most permits have a geographic
designation as to where specific species
can be harvested. In the above example
using a K91T permit, the “T” stands for
Bristol Bay. All landings made under
that type of permit create employment
assigned to Bristol Bay. Employment
generated under permits that allow fish-
ing anywhere in the state is assigned by
a special harvest area code.

The permit is the employer:
a change in methodology

The fish harvesting employment numbers
published in this article reflect a change
in methodology from previous years’
articles. The permit itself is being con-
sidered the employer, where in previous
years the employer was considered to

2 The same approach to counting the number of
monthly jobs is used for other industries in that a
person who works 60 hours a week for a single
employer is counted the same as a person who
works 20 hours a week. Each is said to hold one
job in that month.

be the permit holder. What this means is
that a permit holder who makes landings
under two different permits in the same
month will generate two sets of jobs
whereas before only one set would have
been counted. The practical effect of this
change in methodology is to increase
the total employment count by roughly
10 percent.® Both approaches provide
important information about fisheries
employment, but counting the permit as
the employer is believed to be a slightly
better approximation of how jobs are
counted in wage and salary employment
numbers.

Prep time not counted

The harvesting employment estimates
are conservative in that they don't reflect
any time spent by permit holders or

their crew preparing to fish or winding

up operations at the end of the season.
Until a landing is made under a permit,
no employment is tallied. So if the permit
holder works for two weeks in May
getting the boat ready to fish and then
begins making landings in June, the ef-
forts in May are not counted as employ-
ment despite their obvious importance to
the enterprise. The Department of Labor
is attempting to quantify preparation time
in the various fisheries and hopes to in-
clude that information in future estimates.

3 All the data published here have been compiled
using the permit as the employer so comparisons
across time periods are still valid. What a user
wouldn’t want to do is compare the numbers
published here for some years with the harvest-
ing employment numbers published in previous
articles for other years.
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Employment Scene

By Dan Robinson,

Economist

October job count continues seasonal decline;
unemployment rate shows little change

onfarm wage and salary jobs fell by
15,300 in October, a large but typi-
cal decline marking a distinct shift to
the off-season for many of Alaska’s
seasonal employers. (See Exhibit 1.) Jobs in the
leisure and hospitality category, for example,
fell by 5,400 and seafood processing jobs by
4,000.

\

The only large employment category that regu-
larly bucks the trend to any significant degree is
local government education, where the first full
month of employment for the state’s elementary
and secondary schools created over-the-month
growth of about 1,400 jobs in October.

Strong over-the-year
growth in oil and gas

The oil and gas industry added 1,500 jobs from
October 2005 to October 2006, and at 10,500
jobs, the industry’s employment is at a level not
seen since the early 1990s. The reasons for the
impressive 17 percent over-the-year growth are
not entirely clear, but one contributing factor is
almost certainly the extended period of high oil
prices. Record high profits for the oil companies
have made a lot of projects more feasible than
they would have been during lean years. Another
factor may be the extra incentive to spend some
of that money on maintenance and repair proj-
ects in light of BP’s Prudhoe Bay pipeline leak.

Health care continues to grow,
construction falls

Alaska’s health care industry, the state’s most con-
sistent source of job growth over the last two de-
cades, continued to expand through October. The
900 health care jobs added since October 2005
represent over-the-year growth of 3.5 percent,

14
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roughly twice the state’s 1.7 percent growth rate
over the same period for all industries combined.

The construction industry has been another
source of regular job gains, adding 3,700 jobs
between 2001 and 2005 and growing at an av-
erage rate of 5.7 percent a year over that pe-
riod. But throughout much of 2006, the indus-
try has shown signs of reduced activity, and
October’s estimated job count of 19,700 is 400
lower than a year ago.

Most of the state’s other major employment
categories registered moderate over-the-year
growth. One notable exception was the federal
government, where employment fell 300 jobs
over the year and has fallen 600 jobs over the
last two years.

Unemployment rate at 5.7 percent

Alaska’s unemployment rate fell two-tenths of a
percentage point in October to 5.7 percent, but
the change was well within the statistical margin
of error. For August through October, the rate
has tended to be slightly lower than the same
three months in 2005, although the differences
are too small and the duration of the trend too
short for solid conclusions to be drawn.

At the local level, the Aleutians West Census
Area had the state’s lowest unemployment rate
at 4.1 percent and the Wade Hampton Census
Area had the highest at 17.9 percent. Notewor-
thy over-the-month changes included the Denali
Borough, where the unemployment rate jumped
from 3.1 percent to 7.6 percent, and the Skag-
way-Hoonah-Angoon Census Area, where the
rate increased from 6.6 percent to 14.2 percent.
Both areas depend heavily on summer visitors
and the seasonal jobs those visitors create.
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Nonfarm Wage and Salary Unemployment Rates

Employment Preliminary Revised Revised  Changes from: By borough and census area
Alaska 10/06 9/06 10/05 9/06 10/05 Prelim. Revised Revised
Total Nonfarm Wage and Salary* 315,800 331,100 310,600 -15,300 5,200 NOT SEASONALLY ADJUSTED 10/06 9/06  10/05
Goods-Producing? 43,200 49,000 42,000 -5800 1,200  United States 4.1 4.4 4.6
Service-Providing® 272,600 282,100 268,600 -9,500 4,000 Alaska Statewide BT 5.9 6.0
Natural Resources and Mining 12,800 12,800 11,200 0 1,600 Anchorage/Mat-Su 4.8 5.4 5.0
Logging 500 500 600 0 -100 Municipality of Anchorage 4.5 5.2 4.7
Mining 12,500 12,300 10,700 200 1,800 Mat-Su Borough 5.9 6.2 5.9
Oil and Gas 10,500 10,400 9,000 100 1,500 Guif Coast Region 79 6.7 81
Constructiqn 19,700 21,400 20,100 -1,700 -400 Kenai Peninsula Borough 7.0 6.8 79
M\a;\r/]ufchturclingt Manufacturi 10’;88 14’388 10'188 4188 108 Kodiak Island Borough 6.7 6.9 7.7
ood Product Manufacturin - -
Seafood Processing ° 6,800 10,800 6,900 -4,000  -100 Valdez-Cordova Census Area 88 6.2 9.3
Trade, Transportation, Utilities 64,300 67,300 62,900 -3,000 1,400  Interior Region 55 20 0
Wholesale Trade 6,400 6600 6200  -200 200 Denali Borough 7.6 3.1 6.8
Retail Trade 36,600 37,200 36,000  -600 600 Fairbanks North Star Borough 4.9 5.2 5.0
Food and Beverage Stores 6,500 6,600 6,300 -100 200 Southeast Fairbanks Census Area 8.2 7.2 8.3
General Merchandise Stores 9,100 9,000 9,300 100 -200 Yukon-Koyukuk Census Area 11.6 11.6 10.3
Transportation, Warehousing, Utilities 21,300 23,500 20,700 -2,200 600 Northern Region 8.9 10.2 10.1
Air Transportation 6,100 6,700 6,100 -600 0 Nome Census Area 10.0 11.2 10.7
Truck Transportation 3,200 3,300 3,100 -100 100 North Slope Borough 7.0 8.0 95
Information 7,000 7,000 6,900 0 100 Northwest Arctic Borough 104 118 101
Telecommunications 4,200 4,200 4,300 0 -100 .
Financial Activities 15,000 15,400 14,900 -400 100 Soutr.\east Region 6.0 53 64
Professional and Business Services 24,300 25200 24,000  -900 300 Rl 81 45 9.0
Educational® and Health Services 36,800 36,900 35500  -100 1,300 Juneau Borough 4.3 45 4.8
Health Care 26,600 26,600 25,700 0 900 Ketchikan Gateway BOTOUgh 5.9 4.9 6.5
Leisure and Hospitality 30,400 35800 29,700 -5,400 700 Prince of Wales-Outer Ketchikan CA ~ 12.6  11.5 1.9
Accommodations 7,700 9,900 7,600 -2,200 100 Sitka Borough 4.6 4.2 4.7
Food Services and Drinking Places 18,600 20,800 18,200 -2,200 400 Skagway-Hoonah-Angoon CA 14.2 6.6 15.6
Other Services 11,700 11,700 11,600 0 100 Wrangell-Petersburg Census Area 8.4 7.0 7.7
Government 83,100 82,800 83,100 300 0 Yakutat Borough 5.8 45 6.6
Federal Government® 16,400 17,100 16,700 -700 -300 Southwest Region 9.7 10.3 10.5
State Government _ 25,200 25,300 24,800 -100 400 Aleutians East Borough 6.2 73 79
State Government Education® 7,900 7,500 7,900 400 0 Aleutians West Census Area a1 45 40
Local Government 41,500 40,400 41,600 1,100 -100 Bethel Census Area 13 12.3 1.7
Local Government Education” 23,700 22,300 23,700 1,400 0 ;
Tribal Government 4000 4100 4100  -100  -100 BlelEeEoneh 6.7 38 6.9
Dillingham Census Area 8.4 9.0 9.4
i\lotes for all exhibits on this page: _ _ ‘ Lake and Peninsula Borough 5.2 5.8 8.7
ExcluQes self-employed workers, fishermen, domestic workers, unpaid family workers and Wade Hampton Census Area 17.9 19.2 18.4
nonprofit volunteers
2 Goods-producing sectors include natural resources and mining, construction and manufacturing. SEASONALLY ADJUSTED
3 Service-providing sectors include all others not listed as goods-producing sectors. United States 4.4 4.6 4.9
4 Private education only Alaska Statewide 6.4 6.6 6.9

5 Excludes uniformed military
8 Includes the University of Alaska

7 Includes pUblIC school SyStemS For more Current State and
8 Fairbanks North Star Borough .
regional employment and
Sources for all exhibits on this page: Alaska Department of Labor & Workforce Development, Research el
and Analysis Section; and the Bg Bureau of La?bor Statistics P unemployment data’ visit our
Web site.
Nonfarm Wage and Salary Employment s
By Region
Preliminary Revised Revised Changes from: Percent Change:
10/06 9/06 10/05 9/06 10/05 9/06 10/05
Anch/Mat-Su 170,100 173,100 166,600 -3,000 3,500 -1.7% 2.1%
Anchorage 151,900 153,500 148,900 -1,600 3,000 -1.0% 2.0%
Gulf Coast 28,000 30,450 27,600 -2,450 400 -8.0% 1.4%
Interior 45,900 48,500 45,300 -2,600 600 -5.4% 1.3%
Fairbanks® 38,300 39,400 38,200 -1,100 100 -2.8% 0.3%
Northern 17,450 17,400 16,350 50 1,100 0.3% 6.7%
Southeast 35,500 40,400 35,250 -4,900 250 -12.1% 0.7%
Southwest 18,500 20,450 18,850 -1,950 -350 -9.5% -1.9%
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Seasonal Adjustment

By Dan Robinson, Economist

Making sense of Alaska’s unruly job numbers

laska lost more than 20,000 jobs
between August and October, and

is expected to lose at least 15,000
more by January. Over that short
five-month period, more than 10 percent of the
state’s payroll jobs will have disappeared. Call
somebody in charge! The economy’s crashing!
(See Exhibit 1.)

A

No, wait . . . put down the phone. Alaska always
loses a lot of jobs between August and January.
And, just as importantly, the state always adds

a lot of jobs between January and August. (See
Exhibit 2.)

Alaska Payroll Employment
August 2006 to January 2007"
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1 Employment numbers for November 2006 through January 2007 are projected estimates.

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

16

ALASKA ECONOMIC TRENDS

A land of extremes

The reasons for the big variations won't surprise
anyone who has lived here for more than a few
months: it gets cold here in the winter (yes, it's
true), and a little bit dark. And although many of
us love the beauty and relative calm of Alaska’s
winter months, most visitors to the state seem

to prefer long days and green mountains to long
nights and snow and ice (which is not to say that
the Iditarod and the Northern Lights and other
winter attractions don’t draw visitors; but judged
by sheer numbers, summer gets most of the
action).

Most economies
have seasonal patterns

Seasonal variations in employment numbers
and other economic indicators aren’t unique to
Alaska, of course. Most states have seasonal ups
and downs depending on their particular mix of
industries and employers. Arizona, for example,
tends to have a seasonal pattern roughly the
opposite of Alaska’s: higher employment in the
winter, when dry, warm weather is a significant
enticement for people from the top half of the
country, and lower employment during the
summer, when the desert heat rises well above
comfort level.

The seasonality in the different states” economies
generally has something to do with weather,
school calendars or special events that occur
annually (such as a music festival or the Boston
Marathon). The amplitude of Alaska’s seasonal
variation is significantly greater than in other
states or the nation as a whole, however. In
other words, the percentage difference between
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Alaska’s seasonal high and low points is much
greater than it is anywhere else in the country.

Separating seasonal growth
from more permanent change

So, given the complicating factor of seasonality,
how can economists, policy-makers and
curious observers tell whether the economy

is growing or shrinking when comparing two
different months on Alaska’s seasonal roller
coaster? For example, how can we tell from
Exhibit 2 whether the state produced structural
job growth — as opposed to just seasonal gains
— between January 2006 and July of 2006, or
any of the other years shown?

The question is complicated by all the different
things that can be happening at once in

an economy. Some relatively non-seasonal
industries, such as telecommunications or
health care, might be growing; other seasonal
industries might also be growing in that their
seasonal peaks might be getting higher from one
year to the next. Mixed in with those changes
are the seasonal ups and downs that don't
represent structural growth.

Another complication arises when something
out of the ordinary impacts job counts in a
way that is neither permanent nor seasonal
in the sense that it happens every year at the
same time. Natural disasters and labor strikes
are two examples. The Super Bowl, which

is not held in the same city every year, is
another.

The challenge is to separate the different
factors influencing the creation and
elimination of jobs and to determine which
changes are merely seasonal and which
changes reveal the underlying trend.

Seasonal adjustment programs:
a better analytical tool

U.S. Census Bureau analysts, statisticians
and computer programmers, wrestling with

ALASKA ECONOMIC TRENDS

Alaska Payroll Employment
January 2004 to October 2006
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Source: Alaska Department of Labor & Workforce Development, Research and Analysis
Section: Employment and Earnings Report

this same problem decades ago, developed

a statistical method to separate economic
time series into three main components. First,
there’s the trend component of the series, or
the stable part that reveals the series’ long-
term changes. Second, there’s the seasonal
component, which varies predictably from
year to year. And third, there’s the irregular
component, which is sometimes referred to as
statistical “noise” or error.

To oversimplify, the ability to isolate the trend
component in historical data allows analysts to
adjust seasonal change out of current data and
see longer-term structural changes more clearly.

Since the Census Bureau’s first seasonal
adjustment program was developed, it has
been repeatedly refined and updated. The
current version is called X-12 ARIMA." The
main point here is not to examine the nitty-
gritty of how the program works, but just to
note that there is a widely accepted method
for removing seasonality from economic series
such as monthly job counts in order to better
understand the underlying trends in the data.

1 Autoregressive Integrated Moving Average
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Alaska Payroll Employment
January 2004 to October 2006
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or email him at Dan_Robinson@
labor.state.ak.us.

Neal Gilbertsen is a Department
of Labor economist in Juneau
who specializes in Southeast’s
economy and fisheries. To contact
him, call (907) 465-6037 or email
him at Neal_Gilbertsen@Iabor.
state.ak.us.
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Seasonally adjusted data
will be made available

In the past, seasonally adjusted employment
data haven't been available in Alaska Economic
Trends or on the Alaska Department of Labor

& Workforce Development’s Research and
Analysis Section Web site.? Given Alaska’s
extreme and sometimes changing seasonality,’
Department of Labor economists were
concerned about the statistical program'’s ability
to accurately separate seasonal change from
structural change.

Although the special challenges of adjusting
Alaska’s employment data haven’t gone away,
the Department of Labor will begin publishing
the seasonally adjusted numbers in January
2007. Month-to-month changes in seasonally
adjusted data should be viewed with a degree of
caution, but the adjusted data provide important
insight into the current health of the job market
that unadjusted data can't.

Returning to the earlier problem, in response to
the fairly simple question about how many jobs
Alaska added from January to July, the seasonally
adjusted data provides a simple answer: about
2,500. (See Exhibit 3.)

So please contact us if you have any questions
when you look at the newly available seasonally
adjusted data in Trends and on the Department
of Labor’s Web site. We'll do our best to answer
them . . . and keep the Census Bureau’s number
handy just in case.

2 Seasonally adjusted Alaska data have long been available from
the U.S. Bureau of Labor Statistics. Alaska works with BLS to pro-
duce a variety of employment and unemployment statistics.

8 Statistical programs can only identify seasonality and adjust for

it when it occurs in the same calendar months from year to year.
The first cruise ships predictably show up in Southeast during May,
which makes seasonal adjustment relatively easy for tourist-related
industries, but the peak months of salmon runs often vary slightly
from year to year, making it much more difficult to seasonally adjust
fishing-related industries such as seafood processing.
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Employer Resources

The Fidelity Bonding Program

The free Fidelity Bonding Program, formerly called “Federal Bonding,” allows employers to insure an
employee for six months against any job-related theft, forgery, larceny or embezzlement by the em-
ployee.

Virtually any full-time or part-time employee — self-employed people aren'’t eligible — can be bonded
through the program, which is designed for “at-risk” job applicants, ranging from ex-offenders and for-
mer drug addicts to people without a work history or with bad credit.

The bond insurance reimburses employers for any loss due to employee theft of money or property at
the worksite or away from it. There’s no deductible. The bonds are typically issued for $5,000; higher
amounts are possible, but they must be approved by the program’s bonding coordinator.

The Fidelity Bonding Program, which is administered by the Employment Security Division within the
Alaska Department of Labor & Workforce Development, is the only program that bonds ex-offenders. It
began as a federal program in 1966; the states began administering their own programs in 1998.

Employers who would like to bond an employee should call their nearby Alaska Job Center, where job
center staff can put the insurance into effect within a few minutes.

For more information, check with your local job center, go to www.labor.state.ak.us/bonding or contact
the program’s coordinator, J. Allan MacKinnon at (907) 465-5955 or email him at Allan_MacKinnon @
labor.state.ak.us. For a listing of job centers, go to www.jobs.state.ak.us/offices.
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Quick Links...

» Employment Secunty Home

Fidelity Bonding Program

Is the lack of bonding coverage keeping you from working or from hiring someone? v Adult Basic Education
» Alaska's Job Bank
WE CAN HELF! » Alaska Job Centers
» America’s Job Bank
The Fidelity Bonding Pragram is administered by the Alaska Department of Lahor and Workforce » Ermployment Security Tax

Development, Employment Secutity Division. Itis designed to eliminate honding as a harrier to » Finding YWork in Alaska

employment, and alleviate employer concerns about hiring at-risk job applicants. » Job Training Programs

» Healthcare Jobs
» Seafood Jobs
» Unermployment Insurance

Who is considered "at-risk™?

= Ex-offenders, including anyone with a record of arrest, conviction or imprisonment, and
anyane who has ever heen an probation or parale »Welfare to Work

+ Ex-addicts (persons with a history of alcohal or drug abuse) »Weterans Serices

= Persons having a poor credit record orwho have declared bankruptey

+ Economically disadvantaged persons who lack a work history

+ [|ndividuals who were dishonorably discharged from the military
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hackground.
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