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BACKGROUND: The first steps taken toward development of Alaska's coastal resources were realized with Federal lease sales in the northern Gulf of Alaska and lower Cook Inlet.  The next planned step involved opening the Beaufort Sea area to petroleum development.  The University of Alaska, Institute of Social and Economic Research has provided, as a part of the Bureau of Land Management (now the Minerals Management Service) Environmental Studies Program on the Alaska Outer Continental Shelf (OCS), a series of economic and population forecasts through the year 2000 under several alternative scenarios for Beaufort Sea petroleum development.  By contrasting these with base case (i.e., non-OCS) forecasts, the four major dimensions of OCS development impacts--population, employment, income, and State government fiscal impacts--could be assessed.





OBJECTIVES: (1) To provide information needed to anticipate major dimensions of economic and social impacts of proposed oil and gas developments in the Beaufort Sea.





DESCRIPTION: Part I provided a description of the methodology used to assess impacts of alternative petroleum development scenarios in the Beaufort Sea OCS.  An econometric model of Alaska economy developed by Man-in-the-Arctic Program (MAP) was used to provide the analysis for the State and three of its regions--Anchorage, Fairbanks, and the North Slope.  Three models were developed for the MAP model--an economic model, a fiscal model, and a demographic model; output of the economic model was input to the demographic model.  Part II presented forecasts of economic activity in a base case which included no offshore activity in the Beaufort Sea.  Part III provided a description of alternative scenarios for Beaufort Sea development and the impact of these scenarios on each of the four dimensions of OCS development impacts.  Part IV provided an examination of the sensitivity of the model projections.





SIGNIFICANT CONCLUSIONS: Regarding regional distribution of developmental impacts, all direct employment activity associated with Beaufort Sea development was predicted to occur in the North Slope Borough.  However, because of the "enclave" type nature of these direct activities, combined with dominance of Anchorage as a statewide distribution and support center, very little of the induced employment impacts of development occured in the North Slope Borough, but rather were overwhelmingly concentrated in Anchorage.  The fiscal effect of this reinforced dominance of Anchorage in absorbing most impacts, as well as to induce impacts in the Fairbanks region.





STUDY RESULTS: For all scenarios examined, the qualitative nature of the development influence on the growth process was similar.  The development program generated a wave of direct employment activity in the construction and petroleum sectors, building to a peak several years after start of development, then declining to a stable long�term level as production commenced.  These activities generated streams of new private incomes and public revenues, which induced a two�part set of impacts.  First, expenditure of wages and salaries earned in direct employment generated further income and employment in endogenous sectors of the economy through increased demand for output.  Second, expenditure of new public revenues by State and local governments generated a first round of employment in both government and the construction industry (through capital expenditures), which in turn induced multiplier effects throughout the endogenous sectors.  The latter was generally the dominant effect.  Increased incomes generated by both effects had their greatest impacts on support sector growth which increase in total employment share as a development consequence.  Changes in both income and employment, however, served to induce increased net migration into the State, so that despite short�term gains in per capita income at development peak, long�term impact of such development was to increase State population level with per capita incomes virtually unchanged.





Quantitatively, the most important determinant of relative impact importance of each scenario was discovery size, with the 1.9 billion barrel Prudhoe Bay high scenario discovery dominating with long term impacts of over 40,000 on State population, over three times the impact associated with the 0.8 billion barrel discovery at Cape Halkett.  However, resource ownership effect was also readily apparent.  Federal ownership dampened fiscal effects.  Anchorage dominated the regional distribution of impacts, absorbing over 60% of income increases, over 75% of employment impacts, and about 70% of population impacts from the development program.





Many of the central features of Beaufort Sea development remained unknown and, consequently, many assumptions incorporated into the scenarios must be regarded as highly speculative.  In addition, several basic variations could alter the analysis in fundamental ways.  First, projections regarding energy supplies over the twenty-three year forecast period presented risk neglecting major technological changes, discovery of substitute energy forms, or alternative crude supply sources which would completely invalidate the implicit assumption of continued demand for North Slope crude through year 2000.  Second, it was possible, though unlikely, that major new petroleum discoveries in the Prudhoe area, in the National Petroleum Reserve, or in the Arctic Wildlife Range would fill existing TransAlaskan Pipeline System capacity prior to onset of production from the Beaufort Sea, thus either requiring new pipeline construction, utilization of alternative transport modes, or cutback of production from earlier discoveries to ration existing capacity.  Third, new national or State legislation could significantly alter institutional arrangements surrounding OCS development in ways which could substantially alter impacts of such developments.  Finally, introduction of changes in regional structure of Alaska economy, such as would be introduced by a capital move, would alter regional distribution of impacts, most likely intensifying even further proportion of impacts occurring in Anchorage and the Southcentral region.





Within the existing structure of technology, market demand for oil, regional economies, and institutional arrangements, the analysis presented a plausible range of impacts to be expected from Beaufort Sea development, as well as methodology for incorporation of additional information into assessment of these impacts as such information becomes available.
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