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SOUTHEAST ALASKA BY THE NUMBERS 2018

REGIONAL POPULATION
DECREASED BY 1,600
PEOPLE TO 72,915
-2%

LABOR FORCE
DECREASED BY 54
JOBS TO 45,640 JOBS
-0.1%

STATE GOVERNMENT
JOBS DECREASED BY
700 JoBS TO 4,823
-12%

PASSENGER ARRIVALS
FROM OUTSIDE THE
REGION INCREASED BY

+13% 173,000
PEOPLE

HEALTH CARE WAGES
IN THE REGION
INCREASED BY $22
MILLION A GAIN OF
13%

TIMBER; CONSTRUGTION

SOUTHEAST ALAS

Southeast Alaska has been experiencing

rough economic times, but there are bright
points in the region. While the state sector
has struggled, we have seen sustained growth
in the tourism industry, and there are
indications the economy is beginning to
stabilize.

Dramatic cuts reduced state sector
employment in the region by 15% since 2012,
a loss of 850 jobs, and an estimated $50
million in lost annual wages. By comparison,
the rest of the state experienced a 7.5%
decline in state jobs during the same period.
State spending cuts have curtailed growth in
other industries, especially construction.

The regional population declined for the third
year in a row, by a combined 1,600 people.
About half the population loss consisted of
children and 20-somethings leaving Juneau,
the community most impacted by cuts in state
employment.

The seafood industry has been struggling. A
poor 2016 harvest led to the loss of 500 jobs;
and while the 2017 harvest was on par with
10-year averages, neither the jobs nor the
Chinook returned. Chinook harvest levels are
the lowest on record. Additionally, the fishing
industry is facing the potential impacts of the
president’s seafood tariffs.

The ferry system continues to face significant
cuts, reducing ridership by 20% in the last
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three years, and bringing 35% fewer visitors to
the region. Layoffs were announced at the
Ketchikan shipyard, and Ocean Beauty is
permanently closing its Petersburg cannery.
Just under half of regional business leaders
called the Southeast business climate “poor"
or “very poor” in 2018, up from 29% in 2015.

But not all indicators are bad. There were 380
more jobs in 2017 than in 2016, and we are
less than 400 jobs below peak employment
levels of 2013. This is almost entirely thanks to
massive growth in tourism — specifically cruise
ship tourism. Between 2010 and 2019, cruise
passenger numbers are projected to increase
by 50%, with 1.31 million cruise visitors
expected to sightsee here in 2019. Jobs in the
visitor industry increased by nearly 2,000 year-
round equivalent workers since 2010, and
visitors to Southeast spent $65 million here
last year.

Jobs are poised to expand in health-related
fields. Mining and tribal government
employment grew last year. Oil prices are
improving, and there is hope that this,
combined with a permanent fund restructure,
will stabilize the government sector.

Looking forward, Southeast Alaskans remain
optimistic about the future, with two-thirds of
Southeast Alaska business leaders expecting
their prospects to be positive or to improve in
2019.
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A Message from Southeast Conference

Incoming President
Dennis Watson

Dennis Watson served as Craig
Mayor for 26 years, he was
Chairman of the Statewide
Conference of Mayors, he
served as the president of the
Southeast Conference of
Mayors several times, was a
commercial salmon fisherman
for 40 years, and is currently the
General Manager of the Inter-
Island Ferry Authority.

My first Southeast Conference
meeting was in 1979. | remember

Southeast Conference feeling a bit overwhelming in the beginning

because there were so many issues in the region that | was not
familiar with, and they were complex. | was very young and ruffled a
lot of feathers back then. | stormed out of a meeting early on, only
to have the person | was upset at chase me down. He said, "Are you
going to call me a name and stomp off, or are you going to have a
beer with me?” I've never forgotten that. Because we can disagree,
but at the end of the day it's far more productive if we sit down and
work through these difficult issues than to leave them hanging.
That's what Southeast Conference is all about — diverse people
coming together for the sake of our region. After nearly 40 years of
involvement in the organization it is my turn to serve as president of
Southeast Conference.

I'm really happy with the course that Southeast Conference is
taking. It's working really well right now, we have really good
mechanisms in place, and | want to stay on the track we are on. We
have legacy issues we have always supported. The ferry system has
always been the heart of Southeast Conference. We also have areas
that are new to Southeast Conference, such as mariculture, which
has great potential and is a great fit for our region. Once the
mariculture movement comes to fruition it will go a long ways
toward smoothing out the seasonal nature and cyclical economic
swings associated with so many Southeast Alaska communities.
Southeast Conference is growing, but at the same time we can't
take on too many issues and still be effective. We need to remain
open-minded, but not get ourselves in the position where we have
too much on our plate. | am one of the old grey beards now, and |
am glad to see that there are young people coming into Southeast
Conference. It's the direction that Southeast Conference is moving,
and | hope even more young people will become involved.

Executive Director
Robert Venables

What a year! Southeast
Conference and its members
have not been deterred by the
challenges of tough economic
times. We have seen major steps |
forward in the past year. The
christening of Alaska's first ever
locally-constructed ferry was a
major milestone for Southeast.
We've seen a big step up in
tourism visitations with more
increases on the way. The
regulatory regime in Washington
D.C. seems to be turning the corner with more of a willingness to
receive input from the citizens who work in and on these federal
lands. The introduction of HB 412 was a major milestone for the
AMHS Reform initiative.

But in spite of the good news, the grim realities remain that the
state and region are still beset by fiscal uncertainty, population
numbers are still declining, regulations continually complicate due
process, and there is still much work to be done. And where we've
seen success in sectors like tourism, we must remain vigilant to
nurture those gains and build on the progress. And there is much
work to be completed in transforming AMHS into a reliable entity
again. Our challenge is to bolster the weak economic sectors while
sustaining and nurturing the successful and promising economic
engines.

So this year we continue to "Navigate the Southeast economy”.
That's been our goal since 1958 when our first board gathered and
advocated for the creation of the Alaska Marine Highway System.
Our partnership with Central Council brings a wide array of
resources to ensure the greatest support possible is available to
communities and businesses in the region. With our collective
efforts to partner and plan strategically, we have already laid the
foundation to support and strengthen the capacities that can lead to
an economic rebound as part of our regional planning efforts. Our
annual meetings allow our regional stakeholders an opportunity to
gather information, network, and collaborate toward success. Our
members and partners are the strength of Southeast Conference —
and the reason for our successes, past, present and future. Together
we set the stage for future generations to live work and play in
healthy communities in Southeast Alaskal!

The mission of Southeast Conference is to undertake and support activities that promote strong economies, healthy communities and a

quality environment in Southeast Alaska. As the state and federally

designated regional economic development organization, Southeast

Conference serves as the collective voice for advancing the region’s economy. We have 200 member organizations representing 1,200 people

from 32 regional communities. We started 60 years ago with a group

of people supporting the establishment of a regional transportation

system, leading to the formation of the Alaska Marine Highway System. Our members stayed together through more than a half-century to

focus on concerns unique to the region.

Credit: Front cover photo of Elfin Cove by Bo Ryan Photography. Back cover photo by Ron Gile.

Southeast Alaska by the Numbers, 2018

.-::-’".:&‘.,-;-

Prepared by Rain Coast Data  Page 2



T — Table tracks key Southeast indicators over the
U 1 4t0 201 past 3 years, along with associated changes.

% CHANGE CHANGE
DEMOGRAPHICS 2014 2017 2014-2017 2014-2017

Population’ 74,518 72,915 -2% -1,603
Ages 65 and older? 9,243 10,579 14% 1,332
Under Age Five 2 4,622 4,227 -8% -389
Twenty somethings? 9,398 8,640 -8% -767
K-12 School District Enrollment 3 11,804 11,480 -1% -159

GENERAL ECONOMIC CONDITIONS ____
y
:
i

Total Labor Force (jobs, includes self-employed & USCG)1'5 6 45,694 45,640 -0.1%

Total Job Earnings' > ¢ $2.174 billion ~ $2.196 billion 1%  $21.8 m||||on
Total Private Sector Payroll - ¢ $1.408 billion  $1.427 billion 1% $18.8 million
Average Annual Wage' $47,593 $48,113 1% $520 !
Annual Unemplovment Rate ' 7.10% 6.30% -1% -1% i

| GOVERNMENT ___ PUBLIC SECTOR: 35% OF ALLEVPLOYMENT EARNINGS

WL Total State of Alaska Payroll $311.3 million  $286.1 million -8%  -$25.2 million
Vi /
Total Visitor Industry Employment ' ¢ 6,923 7,739 12% 816
Total Visitor Industry Wages/Earnings ' ¢ $188.5 million  $231.4 million 23% 43
Total Southeast Alaska Passenger Arrivals 1,362,737 1,535,755 13% 173,018
Cruise Passengers 10 967,500 1,089,700 13% 122,200
Total Air Passenger Arrivals from Outside SE ™ 372,197 427,300 15% 55,103
Total AMHS Passengers from Outside SE '2 23,040 14,955 -35% -8,085
'COMMERCIAL FISHING & SEAFOOD INDUSTRY | KEVINDUSTRY: 10% OF ALLEMPLOYMENT EARNINGS |
Total Seafood Emplovment (includes fishermen) 16 4,372 3,829 -12% -543
Total Seafood Employment Earnings ' ¢ $259.0 million  $216.5 million -16%  -$42.5 million
Pounds of Seafood Processed’ 232.9 million 227.8 million 1% -2,621,641
Pounds Landed (commercial seafood pounds by SE resiclents)8 300.9 million 301.7 million 0% 788,852 b e
Estimated Gross Earnings (ex-vessel value of pounds Ianded)8 $2757 million $2888 million 5% 13,1 03,172 '
Shared Fish Taxes'® $5.8 million $3.8 million -34%  -$1.96 million
Health Care Employment ' ¢ 3,323 3,426 3%
Health Care Wages ' ¢ $174.5 million  $196.7 million 13% $22.2 million
MARITIME ECONOMY (includes employment from all industries) TOP SECTOR: 27% OF PRIVATE SECTOR EMPLOYMENT EARNINGS ’
Private Maritime plus USCG Employment 15 6,768 6,275 -7% £
Private Maritime plus USCG Wages '°¢ $395.5 million  $369.4 million 7%  -$26.1 million * ;
Construction Employment ' ¢ (6% all employment earnings) 2,168 1,932 “11% -236
Mining Employment ' (4% of all employment eamnings) 783 886 13% 103
Price of Gold”’ $1,266 $1,257 -1% -$9.00
Total Southeast AMHS Ridership12 242,648 193,121 -20% -49,527
Cost of Living: Consumer Price Index’ 215.805 218.873 1% 3.07
Housing Starts: Housing Permitted /Completed # 321 175 -45% -146
Ava. Daily Volume ANS Oil Production (mbbls/day)** 512,810 526,687 3% 13,877
Annual Avg. Domestic Crude WTI Oil Prices (in $/Barrel)** $97.88 $54.25 -45% -44

Total Government Employment -3 13,602 13,256 -3% -346
Federal Employment ' (8% of all employment earnings) 2,110 2,110 0% 0
State Employment ! (14% of all job earnings) 5,504 4,823 -12% -681
City and Tribal Employment’ (14% of all job earnings) 5,988 6,323 6% 335

Total Government Payroll (includes USCG) - > $765.8 million  $769.0 million 0.4% $3.2 million

Sources: 'Alaska Department of Eabor (ADOL); 2ADOL Southeast Alaska Population by Age, 2014 to 2017; 3Alaska*Departmént of Education and Early.Development; #Based on
the quarterly Alaska Housing Unit SurVey, a survey. of local governments and housing agencies; ® US Coast Guard; ®2016 S €ensus Nonemployer (self-employment) Statistics;
’Kitco Metals Inc.; SADF&G Southeast Alaska Commercial Seafood Industry Harvest and Ex-Vessel Value Information, 2014=201%; '"°MéDowellsGroup & Cruise Line Agencies of
Alaska; ""US%Bureau of Transportation Statistics (RITA); '?Alaska Marine Highway System data; '*Shared)Taxes and: Fees*Annual Report FY16, ADOR; '“Alaska Department of
Revenue Crude Oil and Natural Gas Prices.




The Whole Southeast Alaska Economy 2017/

In 2017, Southeast Alaska gained 380 year-round equivalent jobs and $17 million in workforce earnings over 2016. Approximately a
quarter (26.1%) of regional workers are non-residents.

Annual Average Jobs

45,640 Jobs
Up 380 JoBS IN 2017 +1%

Employment Earnings

$2.2 Billion Workforce Earnings

UrP $17 MILLION +1%
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2017 Southeast Alaska Employment Earnings
EMPLOYMENT RELATED EARNINGS EMPLOYMENT NUMBERS

I
Self-Employment Employment Employed Total

Wages (2017) | Earnings (2016) Total Earnings (2017) (2016) Employment
Government (includes Coast Guard) $713,886,153 $55,131,954*  $769,018,107 12,609 647* 13,256
Visitor Industry $197,406,906 $33,948,000  $231,354,906 6,817 922 7,739
Seafood Industry $66,697,431 $149,790,000  $216,487,431 1,567 2,262 3,829
Trade: Retail and Wholesale $116,815,553 $28,338,000  $145,153,553 3,914 560 4,474
Health Care Industry (private only) $135,691,727 $14,364,000  $150,055,727 2,487 245 2,732
Construction Industry $86,843,047 $35,025,000  $121,868,047 1,351 581 1,932
Financial Activities $52,944,548 $65,595,000  $118,539,548 1101 863 1,964
Professional and Business Services $75,114,752 $43,339,000  $118,453,752 1,570 1,299 2,869
Mining Industry $89,447,347 $1,025000  $90,472,347 875 11 886
Social Services $41,705,348 $4,419,000 $46,124,348 1,352 228 1,580
Information (publishing, broadcasting, telecomm.) $22,538,233 $1,411,000 $23,949,233 517 54 571
Timber Industry $16,698,257 $2,036,000  $18,734,257 302 52 354
Warehousing, Utilities, & Non-Visitor Transport $41,206,826 $12,719,000 $53,925,826 766 137 903
Other $66,902,298 $24,854,000  $91,756,298 1,619 932 2,551
Total 36,847 8,793 45,640

) (

Sources: Alaska Department of Labor 2017 Employment & Wage data; 2016 (latest available) US Census Nonemployer (self-employment) Statistics; 2017 US Coast Guard
employment & wage data.*These cells in Government refer to 2017 active duty Coast Guard personnel employment and wages, and not self-employment data.

Notes: Seafood Industry includes animal aquaculture, fishing & seafood product preparation (NAICS 1125,1141,3117), and Southeast Alaska resident commercial fishermen
(nonresident fishermen & crew excluded; resident fishermen who did not report income are excluded). Visitor Industry includes leisure & hospitality, and visitor transportation (air,
water, scenic) (NAICS 71, 72, 481, 487, 483). Timber includes forestry and logging support activities for forestry, and wood product manufacturing (NAICS 113, 1153, 321).
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Visitor Industry
7,740 Annual Avg. Jobs

Up 160 JoBS IN 2017 +2%

In 2017 the visitor industry continued to be

the largest private sector industry, both in jobs
and, since 2016, in total workforce earnings
(see chart on page 4). The visitor industry
accounted for 17% of regional employment
(7,740 annual average jobs) and nearly a
quarter (24%) of all private sector
employment. Since 2010, visitor industry
employment has grown by 32%, with 1,900
new jobs. Those working in the visitor industry
earned $231 million in 2017—or 11 percent of
all regional employment income. The average
annualized wage in the visitor industry is
$29,900 (significantly lower than the average
regional wage of $48,000).

In 2017, 1.5 million air, ferry, and cruise
passengers came to Southeast Alaska from
outside the region, a 13% increase over 2014.
Airline passenger traffic from outside the
region grew 15%, and cruise passenger traffic
to the region increased by 13%. During this
period, ferry arrivals from outside the region
fell by 34% due to decreases in funding and
service.

CRUISE SHIP TRAFFIC

Most visitors to the region (70%) come by
cruise ship, and cruise passenger traffic has
seen massive increases in recent years.

Between 2010 and 2019, the number of cruise
passengers arriving in the region is projected
to increase by a staggering 50%, including
one-year growth of 12.4 percent expected
from 2018 to 2019. Southeast Alaska is
expected to receive 4.3% of all global cruise
ship passengers in 2018.

In 2018, 34 cruise ships are scheduled to visit
the region, carrying 1.165 million passengers
on 519 voyages. Ships are getting larger. To
handle this change Juneau recently built two
new Panamax docks, giving the capital city
capacity to host four 1,000-foot

plus vessels at a time. The City

of Ketchikan is working on a

similar berth expansion.

In 2018 Norwegian Cruises

added the Norwegian Bliss

to the fleet, the first cruise

ship custom designed for

Alaska waters. It the largest cruise

ship to serve Alaska with a length of 1,094
feet, and a capacity of 4,004 passengers and
1,716 crew. Windstar Cruises restarted service
to the region in 2018 after a more than 20-
year absence, and Princess added a ship.

In 2019, Viking Cruises, Cunard Cruise Line
and the upscale Azamara Cruises will each
send ships to Alaska for the first time, and the
Norwegian Joy, sister ship to the Bliss, will
reposition from China.

Key EcoNoMIC DRIVER
Southeast Alaska is the most visited part of

*

-
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the state, with two-thirds of all tourists coming
to the region. One-third of all Alaska visitor
spending occurs in Southeast, where visitors
spent an estimated $657 million in 2016.
Average spending by visitor was $487 per
person according to the Alaska Visitors
Statistic Program. In Juneau, those arriving by
plane spent nearly four times as much as
those arriving by cruise ship.

INCREASED JET SERVICE
For the third year in a row, in 2017 Southeast
Alaska saw a record-breaking number of
airline passengers from outside the region,
with 427,300 arrivals. This year is likely to
shatter records again; as of July 2018,
airline passenger arrivals were up 3%
over the first half of 2017.

VISITOR OUTLOOK
The visitor industry has the strongest

outlook of all Southeast Alaska industries.
Alaska’s popularity as a visitor destination has
continued to grow. In 2018 Glacier Bay was
rated the best cruise designation in the world
by cruisers. More Americans are traveling due
to a strong national economy and
international travel destinations are
increasingly perceived to have security risks.
Cruise passenger arrivals are expected to
continue to rise as larger, higher-
capacity vessels visit the region. Air
arrivals are also expected to grow.
Along with increased visitors, the
number of jobs and associated income
in this sector will continue to rise.

Sources: Combination of ADOL 2017 Employment and Wage data and 2016 US Census Nonemployer (self-employment) Statistics; McDowell Group; US Bureau of Transportation
Statistics (RITA); Alaska Marine Highway System; Cruise Line Agencies of Alaska; Cruise Market Watch; Cruise Critic; Juneau International Airport Passenger Statistics; Economic Impact
of Alaska's Visitor Industry. Forecast 2020 U.S. Department of Commerce, US Office of Travel and Tourism Industries. OMB budgets.

Note: In this analysis, the visitor industry includes leisure and hospitality businesses, along with air, water & scenic transportation companies.

Photo Credit: Panorama of downtown Ketchikan Grey82 / Shutterstock.com
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