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IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE BILL NO. 454 (Judiciary)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to compensation of state officers;

establishing a commission on compensation of state 

officers; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 39.23 is amended by adding new sections to read:

ARTICLE 1. STATE OFFICERS COMPENSATION COMMISSION.

Sec. 39.23.200. COMPENSATION COMMISSION ESTABLISHED. (a) The 

State Officers Compensation Commission is established. The commission 

is composed of seven members appointed by the governor subject to 

confirmation by a majority of the legislature in joint session. 

Members serve for staggered terms of four years. Commission member­

ship shall include at least one business executive, one representative 

of a nonpartisan voters' organization, one person with experience in 

public administration and one representative of a labor organization. 

A vacancy shall be filled for the balance of the unexpired term.

(b) The commission shall annually elect a member to chair its 

meetings. A majority of the commission members constitutes a quorum 

to transact business. The affirmative vote of four members is re­

quired to approve the commission's recommendations on compensation.

(c) The commission shall meet at the call of the chair. Notice 

of a meeting shall be mailed to each member at least 15 days before 

the date scheduled for the meeting.

(d) The commission shall hold a public hearing to discuss its

findings and recommendations before submitting its final report to the

-1- CSHB 454(Jud)
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legislature.

(e) The commission shall be established in the Office of the 

Governor.

Sec. 39.23.210. PROHIBITIONS AGAINST STATE OR MUNICIPAL SERVICE. 

A member of the commission may not be employed by the state, including 

the University of Alaska, serve as a member of a state board, commis­

sion, or authority, or hold elective state or municipal office during 

membership on the commission.

Sec. 39.23.220. COMPENSATION. Members of the commission serve 

without compensation but are entitled to per diem and travel expenses 

authorized for members of boards and commissions under AS 39.20.180.

Sec. 39.23.230. STAFF. (a) The commission may contract for 

professional services and may employ staff as it considers necessary.

(b) If requested by the commission, the director of personnel in 

t:he Department of Administration shall serve as secretary to the 

commission.

Sec. 39.23.240. DUTIES OF THE COMMISSION. (a) The commission 

shall review the salaries, benefits, and allowances of members of the 

legislature, the governor, lieutenant governor, members of the judi­

ciary, and the head of each principal department and submit a report 

on its findings at least once every two years, but not more frequently 

than every year.

(b) The commission shall submit its preliminary findings and 

recommendations by November 15. The commission shall give reasonable 

public notice of its preliminary findings and recommendations, solicit 

public comments, and give due regard to the public comments, before 

submitting a final report under (c) of this section.

(c) The commission shall make a final report of i c s  findings and

recommei^dations as to the rate and form of compensation, benefits, and 

Cr *3 454(Jud) -2-
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allowances for state officers no later than the 10th day of a legisla­

tive session.

(d) The commission may submit to the legislature amendments to 

the report submitted under (c) of this section.

(e) A commission member whc does not concur in the proposed or 

final recommendations may attach written objections to the commis­

sion's report of its findings and recommendations.

Sec. 39.23.250. RECOMMENDATIONS RELATING TO THE JUDICIARY, 

GOVERNOR, AND LIEUTENANT GOVERNOR. (a) A recommendation of the 

commission may not have the effect of reducing the compensation or 

benefits of a member of the judiciary who is a member of the judiciary 

on the effective date of the commission's recommendation; or reduce, 

unless consistent with general law applicable to all other salaried 

officers of the state, except incumbent members of the judiciary, the 

compensation and benefits of the governor or lieutenant governor who 

are in office on the effective date of the commission's recommen­

dation.

(b) The commission may recommend reduction in compensation or

benefits for individuals who become members of the judiciary or gover­

nor or lieutenant governor after the effective date of the commis­

sion's recommendation.

Sec. 39.23.260. FILING WITH LIEUTENANT GOVERNOR AND CERTIFICA­

TION. The commission shall, upon transmitting its final recommenda­

tions to the legislature, file the recommendations in the office of 

the lieutenant governor, and upon the recommendations becoming effec­

tive the commission shall certify the copy of the recommendations on 

file in the office of the lieutenant governor.

Sec. 39.23.270. POLICY OF THE LEGISLATURE. It is the policy of

the legislature that the commission determine an equitable rate and

-3- CSHB ASA(Jud)
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form of compensation, benefits, and allowances for state officers.

Sec. 39.23.280. ADMINISTRATIVE PROCEDURE ACT. The regulation- 

making provisions of the Administrative Procedure Act (AS 44.62) do 

not apply to proceedings of the commission.

Sec. 39.23. 400. DEFINITIONS. In AS 39.23. 200 - 39.23.400

(1) "commission" means the State Officers Compensation 

Commission;

(2) "judiciary" means justices of the supreme court and 

judges of the court of appeals and the superior and district courts;

(3) "state officer" means members of the legislature, the 

governor, lieutenant governor, members of the judiciary, and the head 

of each principal department in the executive branch.

* Sec. 2. AS 39.23.240(c) is amended to read:

(c) The commission shall make a final report of its findings and

recommendations as to the rate and form of compensation, benefits, and 

allowances for state office, s no later than the 10th day of a legisla­

tive session. A  recommendation has the force of law and becomes 

effective on the first day of the next regular legislative session 

unless rejected by a concurrent resolution adopted by two-thirds of 

the members in each house of the legislature.

* Sec. 3. AS 22.05.140(a) is repealed and reenacted to read:

(a) The State Officers Compensation Commission shall set the

compensation ant. geographic cost-of-living adjustment, if any, of each 

justice under AS 39.23.200 - 39.23.400.

* Sec. 4. AS 22.07.090(a) is repealed and reenacted to read:

(a) The State Officers Compensation Commission shall set the

compensation of each, judge of the court of appeals under AS 39.23.- 

200 - 39.23.400.

* Sec. 5. AS 22.10.190(a) is repealed and reenacted to read:

CSHB 45 4 (Jud) -4-
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(a) The State Officers Compensation Commission shall set the

compensation and geographic cost-of-living adjustment, if any, of each 

judge of the superior court under AS 39.23.200 - 39.23.400.

* Sec. 6. AS 22. 15.220(a) is repealed and reenacted to read:

(a) The State Officers Compensation Commission shall set the

compensation and geographic cost-of-living adjustment, if any, of each 

judge of the district court under AS 39.23.200 - 39.23.400.

* Sec. 7. AS 24.10.100 is repealed and reenacted to read:

Sec. 24.10.100. COMPENSATION OF LEGISLATORS. The State Officers 

Compensation Commission shall set the compensation of legislators

under AS 39.23.200 - 39.23.400.

* Sec. 8. AS 39.20.010 is repealed and reenacted to read:

Sec. 39.20.010. COMrENSATION OF THE GOVERNOR. The State Offi­

cers Compensation Commission shall set the compensation of the gover­

nor under AS 39.23.200 - 39.23.400.

* Sec. 9. AS 39.20.030 is repealed and reenacted to read:

Sec. 39.20.030. COMPENSATION OF LIEUTENANT GOVERNOR. The State 

Officers Compensation Commission shall set the compensation of the

lieutenant governor under AS 39.23.200 - 39.23.400.

* Sec. 10. AS 39.20.050 is amended to read:

Sec. 39.20 .050. EXCLUSIVE COMPENSATION. The compensation fixed 

by the State Officers Compensation Commission [LAW] for the governor 

and lieutenant governor is full compensation [IN FULL] for all servi­

ces rendered by each of them in any official capacity or employment 

whatsoever during their respective terms of office, and shall be paid 

throughout their respective terms of office unless the office becomes 

vacant.

* Sec. 11. AS 39. 20.080(a) is repealed and reenacted to read:

(a) The State Officers Compensation Commission shall set the

-5- CSHB 454(Jud)
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compensation of the head of each principal executive department under 

AS 39.23.200 - 39.23.400.

* Sec. 12. Notwithstanding AS 39.05.055(5) and AS 39.23.200, one of the 

initial members appointed to the commission shall serve a one-year term, 

two members shall serve two-year terms, two members shall serve three-year 

terms, and two members shall serve four-year terms.

* Sec. 13. Notwithstanding secs. 3 - 1 1  and 15 of this Act, the salary 

established for justices of the supreme court in AS 22.05.140, judges of 

the court of appeals in AS 22.07.090, judges of the superior court in

•AS 22,10.190, judges of the district court in AS 22.15.220, legislators in 

AS 24.10.100, the governor in AS 39.20.010, the lieutenant governor in 

AS 39.20.030, and heads of each principal executive department in AS 39.- 

20..080, as those sections existed immediately before the effective date of 

this section shall remain in effect until the commission has recommended a 

change in the salary of that office in accordance with AS 39.23.200 - 

39.23.400.

* Sec. 14. Notwithstanding the time limit imposed by AS 39.23.240,

enacted by sec. 1 of this Act, the commission shall submit its first final 

report to the legislature by January 10, 1987.

* Sec. 15. AS 22.05.140(c); AS 22.10.190(c); AS 22.15.220(d); AS 39.-

20.080(c); and AS 39.23.200(e) are repealed.

* Sec. 16. AS 39.23.260, as enacted by sec. 1 of this Act, and secs.

2 - 1 1 ,  13, and 15 of. this Act take effect on the effective date of an

amendment to the Constitution of the Stats of Alaska creating a State 

Officers Compensation Commission.

* Sec. 17. AS 39.23.200 - 39.23.250 and 39.23.270 - 39.23.400 as enact­

ed by sec. 1 of this Act, and secs. 12 and 14 of this Act take effect 

immediately in accordance with AS 01.10.070(c).

CSHB 4 5 4 (Jud) -6-
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IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE JOINT RESOLUTION NO. 54 (Judiciary)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION

Proposing amendments to the Constitution 

of the State of Alaska establishing a 

state officers compensation commission. 

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Article XII, Constitution of the State of Alaska, is 

amended by adding a new section to read:

SECTION 14. STATE OFFICERS COMPENSATION COMMISSION. The state 

officers compensation commission shall consist of seven members ap­

pointed by the governor and subject to confirmation by a majority of 

the members of the legislature in joint session. The commission may 

revise the salaries, benefits, and expense allowances of members of 

the legislature, the governor, lieutenant governor, justices and

judges of the court system, and the head of each principal department, 

by submitting a report to the legislature. The salaries, benefits, 

and expense allowances established by tho commission 'in'’ the"report 

take effect on the first day of the next regular legislative session 

'&ftentherre'p~drtriS‘'submittedntoJ:he_JLegislature. However, the legis­

lature may reject the salaries, benefits, or expense allowances by a

concurrent resolution adopted by two-thirds of the members in each

house of the legislature. The legislature shall implement this sec­

tion by law.

* Sec. 2. Article XV, Constitution of the State of Alaska, is amended 

by adding a new section to r e a d :

SECTION 29. STATE OFFICERS COMPENSATION COMMISSION. If the 1986 

amendment creating the state officers compensation commission (art.

-1- CSHJR 54(Jud)



To: Pep. Navarre, ch. House L&C 
Fr: Sid Billingslea, cant., aide 
Dt: 1/18/86
Re. Brief of Robison v. Francis, S-493

FACTS

Francis is a nonresident (hereinafter NR) ironworker who got fired frcm 
his public works job because he was a NR.
AS 36.10.010 required 95% of the employees on a public works project be 
residents (hereinafter R). Figures changed to 90% on projects hiring 10 
or fewer employees.

ISSUE

Does AS 36.10.010 violate Francis's federal Privileges & Irmiunities 
clause right to travel, his Eqjal Protection right, arid his State eoual 
rights under the Alaska Constitution's equal rights clause?

HOLDING

AS 36.10.010 violates Francis's Privileges and Ijmiunities right.

RULE

Privileges and Immunities (hereinafter P&I) protects fundamental rights. 
The Cburt's level of scrutiny is INTERMEDIATE REVIEW, which means:

The State must have an IMPORTANT PURPOSE and
the means (AS 36.10.010) must be FAIRLY AND SUBSTANTIALLY RELATED 

to the ends (R employment) (at 11)

The state must have substantial justification for its action. Here, NRs 
must be a "peculiar source of evil" which the state seeks to remedy. 
(atlO)
The means must be the least onerous to the discriminated group (NRs).

MARKET REGULATOR VS. MARKET PARTICIPANT DISTINCTION

Where the state is acting only as a sovereign (regulator) it is afforded 
little deference in its discriminatory actions, using the "variable 
standard" (at 12)
In a market participant (e.g. public works project) capacity more leeway 
is given. Here, the state as market participant used a broad scope of 
discrimination and extends it to "the fringes of the state's proprietary 
interests" (at 12). Therefore, little deference is given.



The "broad scope" referred to is the fact the 60-70% of all 
conmercial construction in Alaska was affected by AS 36.01.010.

THE STATE'S JUSTIFICATION

a)Facts: Alaska has higher than national average unemployment, but
the state failed to show that NRs were the "peculiar source of evil" 
other factors could be climate, lack of training in Rs, lack of 
construction projects in rural areas, (at 16)

b)Law: Rationale that excludinq NRs lets more Rs work* not a 
"substantial justification" under P&I. The purposes of P&I are to 
prevent Rs frcm discriminating against NRs for economic protectionism. 
(at8); to further the concept of federalism and create — rational 
economic unit. (at9).

RELATION OF MEANS TO 'ENDS

a) Too broad scope: See Hicklin, which required any R, regardless
of qualifications be hired over an NR. (at22) Need less onerous means.

b) See Wyoming case, which upheld a local hire law
c) Sugarman i) rejects under Equal Protection the argument that 

states interest in restricting resources /or the advancement and profit 
of Rs entitles svate to discriminate against aliens for onploynent 
purposes, ii) State can restrict employment for aliens, but on a much 
narrower scope.(at 28)

JUSTICE BURKE'S CONCURRING OPINION

Justice Burke would address the Alaska Const's equal rights provision 
first because it would preclude further review unless as substantial 
federal question was left unresolved.



XII, sec. 14) is adopted, the members of the state officers compen­

sation commission appointed under AS 39.23.200 shall become the mem­

bers of the state officers compensation commission under art. XII, 

sec. 14, and any action taken by the commission under AS 39.23.200 

shall be considered an action taken by the commission under art. XII, 

sec. 14.

* Sec. 3. The amendments proposed by this resolution shall be placed 

before the voters of the state at the next general election in conformity 

with art. XIII, sec. 1, Constitution of the State of Alaska, and the elec­

tion laws of the state.

CSHJR 5 4 (Jud) - 2 -



Alaska ibtate legislature
p o u c h  v

J U N E A U ,  A L A S K A  99811 
(907) 465-4931

D I S T R I C T  10 
B O X  111038 

A N C H O R A G E ,  A L A S K A  99511 
(907) 349-2192

To:

From:

Date:

C H A I R M A N
S p ec i a l  C o m m i t t e e  on 
T e l e c o m m u n i c a t i o n s

M E M B E R
L a bo r  and C o m m e r c e  

S ta te  A f f ai rs  
F i n a n c e — S u b c o m m i t t e e  Admin i s t ra t i on

Representative H. A. “Red” Boucher

M E M O R A N D U M

Rep. Mike Navarre, Member 
House Labor and Commerce Committee

Rep. H.A. "Red" Boucher, C 
House Labor and Commerce Co'

February 5, 1986

Subject: Expert Witnesses for testimony on HB 466 at Feb. 6
Committee Hearings

The Alaska Supreme Court decision in the Francis case two weeks 
ago indicated that unemployment alone is not sufficient grounds 
for an Alaskan hire law to exist. After conversation last 
Thursday with Ron Lorenson, Deputy Attorney General, it was 
established that we need to provide for the legislative committee 
record findings of information and fact that demonstrate a 
critical causal link exists between unemployment and various 
social problems or social ills.

Among the social ills Lorenson pinpointed were alcoholism, 
suicide, violent crimes, poverty, broken families, and 
insovlencies/bankruptcies. For the record then, we need to 
obtain testimony from expert witnesses who can give us insight 
into the linkages that exist. We have been contacting people we 
think can shed light on this area, and have asked them to make 
brief overview presentations of about 5 minutes each, giving an 
overview of the connection between unemployment and the area they 
are familiar with and expert in.

We asked them to make reference to specific written documents or 
publications they are familiar with, on both the federal level 
and the state level where it exists, and asked them to send that 
material to us as it becomes available. Some of it will be here 
in time to include in the record; but if not, we asked them to 
send it anyway so it could be included later.

Attached, therefore, is a list of expert witnesses that we have 
contacted and would n K e  to be allowed to present testimony first 
for the House Labor and Commerce Committee Hearings on Thursday, 
February 6, 1986 from 1:15 to 2:45 via statewide teleconference.



In a few cases, they requested that they be allowed to testify 
first because of scheduling conflicts— and we have indicated 
those. Also, a few of them cannot attend the hearing or a 
teleconference site because of work conflicts, but are available 
on a teleconference bridge call. When we are ready for them, 
please just indicate, and we can take about 30 seconds to call 
them, and have them dial back into the bridge and hook up to the 
teleconference for their testimony.



L I S T  OF EXPERT WITNESSES

John Tabor
/

C S -
Michael Price

3. Matt Felix
/

Director, Division of Public Assistance, Dept, 
of H & SS, 465-3347. Linking unemployment to 
poverty. Will be here live; wants to go first 
due to testimony at 1:45 in another Committee.

Director, Division of Family and Youth 
Services, Dept, of H & SS, 465-3170. Links un­
employment to sexual abuse, domestic violence. 
Wishes to testify early due to a 2:00 
Committee hearing. Will be here live.

Coordinator, Office of Alcoholism and Drug 
Abuse, Dept, of H & SS, 586-6201. Links to 
alcoholism. Will be here live.

4. Dr. Joesph Cuterichi Clinical psychologist & head
"" counselor, Vietnam Veteran Center, Anchorage, 

phone 563-6966. Would like to testify early 
if possible, around 1:30-2:00. Links to 
mental health.

5> Dr. Aaron Wolf Director, Langdon Clinic, Anchorage. Will be
calling on a bridge from Kotzebue when we are 
ready for him. Is also Chief Medical Consult- 
tant for Voc. Rehab. Links to mental health.

6. Cecilia Kleinkauf Social Work Dept. Faculty, U. of Alaska-
Anchorage, phone 786-1725. Would like to 
testify from her office when we are ready for 
her. Links to broad range of social problems.

7. Dr. Norma Forbes Acting Director, Division of Mental Health,
Dept, of H & SS, will be in Anchorage for 
meetings and would like to have us call her 
when ready. Links to suicide, and also 
studies that show unemployment is a key 
indicator.

Additional people wa have contacted who have not yet committed;
but may be able to by Committee meeting time:



8. Cominco Representative — Lisa Parker, the AA to the President
of the Company, may have someone lined up to speak; they have the
most liberal policy on Alaskan hire of any company in the state, 
its even better than any of our past or future state laws; and 
they have also done some detailed studies linking unemployment to 
various problems ir both Canada and Alaska.

9. Willis Kirkpatrick —  Dir., Division of Banking, Securities
& Corporations, Dept, of Commerce, Links to
insolvency and bankruptcy.

10. Shirley Green —  Trying to arrange for someone else from the
Women's Resource Center in Anchorage to 
testify in Heather Flynns abscence on links 
to sexual abuse and assualt, etc.

11. Dr. Kelso Center for Alcoholism and Addiction STudies,
U, of A.-Anchorage.
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CHILD PROTECTIVE SERVICES 
INDIVIDUAL CHILDREN SERVED
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INDIVIDUALS RECEIVING 
ADULT OR CHILD 

PROTECTIVE SERVICES
296% INCREASE OVER FY78 
45% INCREASE OVER FY83
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ADDENDUM
to

CHILD ABUSE AND NEGLECT IN ALASKA REPORT 

FY 84

Tne following data updates the charts depicted in the report provided 
Governor Sheffield on September 18, 1984:

1. Clients Served

Total APS/CPS Clientload = 10,913
T c M  APS Clients = 1,669
Total CPS Clients = 9,244
Total Children Served = 7,176

From 1983 vo 1984 % of Change:
Tot:1 Children Served Increased 11% 
Total Clientload Increased 7%

Reports of Child Abuse and Neglect in Alaska

Total Reports for FY 84 
Physical Abuse 
Sexual Abuse 
Neglect

From 1983 to 1984 % of Change: 
Total Reports 
Physical Abuse 
Sexual Abuse 
Neglect

9,476
1,929
1,167
6,380

Increased 7% 
Increased 3% 
Increased 9% 
Increased 8%

3. Licensed Facilities in Alaska as of January 1985

Total Facilities = 1,874
Total Capacity = 15,325

Child Care Centers = 2,860
Family Child Care Homes = 7,351
Residential Child Care Facilities = 1,618
Child Foster Homes = 2,091
Adult Residential Care Facilities = 369
Adult Foster Homes = 38

From August 1984 to January 1985 % of Change
Total facilities Increased 7%
Total Capacity Increased 21%



SUMMARY OF CLIENTLOAD BY REGION 

FAMILY SERVICES APS/CPS CASES 

Comparison of January 1983 to January 1985

Social Workers 
Total Clients Required

Region 1983 1985 1983 1985*

Southeastern 912 1,342 20 27

Western 439 587 12 13

Northern 1,809 1,578 37 32

Northwestern 347 399 7 8
Southcentral 3,386 3,718 72 75

Grand Total 6,893 7,624 147 155

Number of Social 
Workers Requested

No. of Existing Additional Social in Governor's 
Social Workers Workers Needed 86 Budget

17 10 2

12 1 0

24 8 5

9** 0 0

55 20 6.5

117 39 13.5

* Based on 50 clients per social worker.

** Includes 3 Kawerak and 2 Maniilaq line social workers.



Summary of Cl-'entload by Office 
Family Services APS/CPS Cases

For January 1983/January 1985

Total
Average 

Clients/

Total 
No. of 
Social 
Workers

No. of 
Existing

Additional
Social

Soc. Workers 
Requested 

in Governor's
Cl ients Soc Worker Required* Social Workers FY 86

Office 1983 1985 1983 1985 1983 1985 Workers Needed Budget
Juneau 373 685 62 114 8 6 8 1
Sitka 181 153 60 51 4 3 3 0 0
Ketchikan 212 284 42 57 5 6 5 1 1
Petersburg 67 107 67 107 1 2 1 1 0
Wrangell 42 67 42 67 1 1 1 0 0
Craig 37 46 37 46 1 « 1 0 0
Bethel 287 470 47 59 6 9 8** 1 0
Aniak 29 41 29 41 1 1 1 0 0
Alakanuk 
Mt. Village

14
41

CLOSED
31 41 31 1 1 1 0 0

Kwigillingok 41 41 41 41 1 1 1 0 0
Scammon Bay 
Grayling

621 CLOSED
4 21 1 1 1 0 0

Fairbanks 1,054 894 75 64 21 18 14 il 2
Galena 201 102 100 51 4 2 2 0 1
Ft. Yukon 70 81 70 81 2 2 1 1 0
Barrow 191 215 64 72 4 4 3 1 0
Delta 207 206 70 69 4 4 3 1 1
Nenana 86 80 86 80 2 2 1 1 1
Nome 214 260 71 43 4 5 0 0
Kotzebue 97 135 97 45 2 3 3**** 0 0
Unalakleet 

Anchorage 1

36

,951

CLOSED

1,993 57 59 39 40 34 6 3
Was ill a/ 
Palmer 247 301 62 75 5 6 4 2 0

McGrath 28 25 28 25 1 1 1 0 0
Glennallen/
Copper Center 92 51 92 51 2 1 1 0 011iamna 

Eagle River
0

205
CLOSED
291 103 146 4 6 2 4 0

Seward 69 62 69 61 1 1 1 0 0
Kenai 158 158 79 79 3 3 2 1 2
Homer 151 330 151 165 3 7 2 5 1
Dillingham 223 152 112 76 5 3 2 1 0
Valdez 57 46 57 46 2 1 1 0 0.5
Cordova 39 52 39 52 1 1 1 0 0
Unalaska 102 81 102 81 1 2 1 1 0
Kodiak 04 120 32 60 2 2 2 0 0
Naknek - 52 - 52 1 1 1 0 0
GRAND TOTAL 6 ,893 7,624 146 155 117 39 13.5

* Based on 50 clients per social worker
** Reflects transfer of Alakanuk and Scammon Bay positions

*** Reflects 3 Kawerak line social workers
**** Reflects 2 Maniilaq line social workers
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D FY S : ALASKA'S PRIMARY AGENCY TO PRO TECT CHILDREN

T he  D iv is io n  o f Fam ily and  Youth  S e r v ic e s  (D F Y S )  is  the  p r im ary  s t a te  
a g e n c y  wh ich  p ro v id e s  a r a n g e  o f soc ia l s e r v ic e s  d e s ig n e d  to p re v en t  or 
remedy ch i ld  a b u s e  and  n e g le c t .  T he  s t a te  mandate to p ro v id e  ch i ld  
p ro te c t iv e  s e r v ic e s  is  found in AS 4 7 .1 0  D e l in quen t  M inors and  C h i ld ren  
in Need o f A id , AS 4 7 .1 7  C h ild  P ro tec t io n ,  and  AS 4 7 .3 5  P r iv a te  
I n s t i t u t io n s .

In s t a te  f i s c a l  y e a r  1 9 85 ,  the  d iv i s io n  w a s  ap p ro p r ia ted  $53 million and  
453 p o s i t io n s .  Of th i s  to ta l .  $21 million w as  a p p ro p r ia ted  for 183 ch i ld  
p ro tect ion  soc ia l w o r k e r s ,  l ic e n s in g  s t a f f ,  and  c le r ic a l  s t a f f  located in 
f iv e  re g  onal and  36 f ie ld  o f f ic e s .  T he  b a lan ce  o f  the  b u d g e t  i s  ap p ro ­
p r ia ted  for ad u lt  p ro te c t iv e  s e r v i c e s ,  you th  s e r v i c e s ,  and  a continuum  
o f p u r c h a sed  s e r v ic e s  for c h i ld r e n ,  y o u th ,  and  a d u l t s .

CHILD ABUSE AND NEGLECT IN ALASKA: A GROWING CONCERN

The prob lem o f ch i ld  a b u s e  and  n eg le c t  h a s  become a m atter o f i n c r e a s ­
in g  concern  in A la ska  a s  it  h a s  th ro u gh o u t  the United S t a t e s .  T h e re  is  
a h e ig h ten ed  pub lic  a w a r e n e s s  o f the  problem exem p lif ied  by  s u b s t a n t ia l  
a t ten t ion  in the new s m ed ia , in c re a sed  co n s t i tu en t  in t e r e s t ,  and  in ­
q u i r i e s  o f le g i s la to r s  c o n c e rn in g  ch i ld  re la ted  i s s u e s .  P e rh ap s  the  most 
s i g n i f i c a n t  i l lu s t r a to r  o f  the pub l ic  concern  w ith  the  prob lem o f  ch i ld  
a b u s e  and  n eg le c t  h a s  been the s ig n i f i c a n t  in c r e a s e  in r e p o r t s  o f harm 
to c h i ld r e n  and  a demand fo r  in te rv en t io n  and  s e r v i c e s  to p ro tec t  
c h i ld r e n  and  s t r e n g th e n  fam il ie s .

A major i s s u e  is  the  a b i l i t y  o f the  D iv is io n  o f  Fam ily  and  Youth  S e r v ic e s  
to re spond  to the  in c re a sed  need fo r s e r v i c e s .

LEVEL OF RESPONSE TO CHILD ABUSE AND NEGLECT: AN ANALYSIS

A lthough  the popu lat ion  o f  c h i ld ren  at r i s k  o f  harm from n eg le c t  and  
a b u s e  h a s  in c r e a s e d ,  the  e f fe c t  o f th i s  in c r e a se  i s  o ve r sh adow ed  by  the  
s ig n i f i c a n t  in c r e a s e s  in the  r e p o r t s  o f a b u s e  and  n e g le c t ,  the  num ber o f 
c h i ld r e n  s e r v e d ,  and o ve ra l l  D FYS  c a s e lo a d s .  D FYS  s t a f f in g  l e v e l s ,  on 
the  o the r  h a n d ,  h a v e  not kep t  pace w ith  the in c re a sed  need and  d e ­
mand fo r s e r v i c e s ,  r e s u l t in g  in a d e c re a se  in the  leve l o f  s e r v ic e s  the  
a g e n c y  h a s  ^een  ab le  to p ro v id e .  T h e re  i s  now a g a p  between the  
a g e n c y ' s  ab . . .cy  to re spond  and  the  leve l o f re sp o n se  expec ted  by  the  
pub lic  and  the  L e g i s l a t u r e .  T h e  a g e n c y ' s  a b i l i t y  to perfo rm  i t s  man­
da ted  s e r v ic e s  a t a ccep tab le  le v e ls  is  becoming q u e s t io n a b le .  In c re a se d  
dem and s fo r mandated s e r v ic e s  h ave  re su lte d  in competing p r io r i t ie s  fo r 
the  a g e n c y ' s  lim ited r e so u r c e s .  T h e  e x te n t  o f the prob lem and  the  
d i f f i c u l t y  e xp e r ien ced  by  the  a g e n c y  in re sp o n d in g  at d e s i r a b le  le v e ls  
a r e  c le a r ly  i l lu s t r a t e d  in the  fo llow ing in fo rm ation .
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I .  Growth in At R is k  Popu lat ion

D u r in g  the s i x  y e a r  per iod  from FY 78 to FY 83 the  popu la t ion  o f 
A la ska  g rew  by  app rox im a te .y  15% from an e st im ated  411 ,6 00  to 4 7 2 , 4 1 9 .  
The num ber o f  c h i ld ren  at r i s k  o f harm  from a b u se  and  n e g le c t  ( th o se  
a g e s  0 to 18 y e a r s  o f  a g e )  i s  e s t im ated  to h a v e  in c re a sed  at the same 
ra te  a s  the o ve ra l l  popu lat ion  (15%) from 1 3 3 ,0 0 0  in FY 78 to 1 5 3 ,0 0 0  in 
FY 8 3 .  (S e e  A ppend ix  B ,  c h a r t  1 , m agenta  b o rd e r  -  At R is k  C h ild  
Populat ion in A la s k a . )

I I .  G rowth in Need for  P ro te c t iv e  Socia l S e r v ic e s

In s t r i k i n g  c o n t r a s t  to the  popu la t ion  g r o w th ,  D FY S  c a se lo ad s  ( to ta l  
num ber o f  perso r .5  b e in g  s e r v e d )  in  both ch i ld  p ro tect ion  and  ad u lt  
pro tect ion  s e r v ic e s  in c re a sed  by  173% d u r in g  the  s i x  y e a r  per iod  FY 78 
to FY 83 . D u r in g  th i s  same per iod  th e re  w ac a 122% in c re a se  in the  
num ber of c h i ld ren  r e c e iv in g  p ro te c t iv e  s e r v i c e s  and  a 363% in c r e a s e  in 
the  num ber of a d u l t s  re c e iv in g  p ro te c t iv e  s e r v i c e s .  (S e e  A ppend ix  B ,  
c h a r t  2 ,  b lu e  bo rd e r  -  A k . D iv .  o f Fam ily and  Youth  S e r v ic e s  C l ie n t s  
S e r v e d . )

Of p a r t ic u la r  im portance is  the  219% in c r e a s e  in r e p o r t s  o f ch i ld  a b u s e  
and n eg le c t  d u r in g  the same s i x  y e a r  per iod  (A p p en d ix  B ,  c h a r t  3 ,  red 
b o r d e r ) .  D u r in g  th i s  per iod th e re  w as  a 272% in c r e a s e  in r e p o r t s  c f  
se x u a l  a b u s e  o f  c h i ld ren  and  a 579% in c r e a s e  in the  num ber o f su c h  
r e p o r t s  th a t  w e re  su b s t a n t ia t e d  (A p p end ix  B ,  c h a r t  4 ,  p u rp le  b o r d e r ) .  
T h e se  a r e  p a r t i c u la r ly  s ig n i f i c a n t  s in c e  the  n a tu r e  o f  a l le g ed  a b u s e  
r e q u i r e s  an  in t e n s iv e  in v e s t ig a t io n ,  and  forinal cou r t  act ion i s  more 
f r e q u e n t ly  re q u ire d  in o rd e r  to a ch ie v e  ad eq u a te  p ro tec t ion  for the  
c h i ld r e n .

The  g row th  in the  need for r e sp o n se  by  D FY S  to reduce  r i s k  o f  harm 
to p e r so n s  who must r e s id e  o u t s id e  t h e ir  own homes i s  re f le c ted  by  an 
in c re a s e  in the num ber o f l ic en sed  f a c i l i t ie s  p ro v id in g  c a re  su c h  a s  
ch i ld  d ay  c a re  c e n te r s  and  hom es, fo s te r  hom es, and  re s id en t ia l  f a c i l ­
i t ie s  s e r v in g  both c h i ld r e n  and  a d u l t s  (A p p en d ix  B ,  c h a r t  5 ,  g r e e n  
b o r d e r ) .  D u r in g  tne per iod  from J a n u a r y  198C to A u g u s t  1984 , th e re  
h a s  been a 70%, in c re a s e  in the  num ber o f  l ic en sed  f a c i l i t ie s .  T h i s  
r e f le c t s  add it iona l r e sp o n s ib i l i t y  o f D FY S  to l ic e n se  adu lt  f a c i l i t i e s ,  
in c re a sed  demand fo r d ay  c a re  fa c i l i t y  l i c e n s in g ,  and  an in c re a sed  
u t i l iz a t io n  o f fam ily fo s t e r  hom es. I n c r e a s e s  to the  s ta te  d ay  c a re  
a s s i s t a n c e  p rog ram  h a v e  s ig n i f i c a n t  e f fe c t s  on the  demand fo r l ic en sed  
d ay  c a re  f a c i l i t ie s  s in c e  th e  s t a t e  r e q u i r e s  a s s i s t a n c e  be u t i l iz e d  to 
p ro v id e  c a re  fo r c h i ld ren  in l ic en sed  f a c i l i t i e s .  T h i s  a c t s  a s  an 
in c en t iv e  fo r f a c i l i t ie s  to be l ic e n se d .

I I I .  A gency  R e so u rc e s

D e sp ite  the  in c r e a s in g  demand for p ro te c t iv e  s e r v i c e s  p rov id ed  by  
D F Y S ,  the s e r v ic e  r e so u r c e s  -  soc ia l w o rk  s t a f f ,  community l ic e n s in g  
s p e c ia l i s t s ,  and  c le r ica l  s u p p o r t  s t a f f  -  h ave  not been in c re a sed  p ropo r ­
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t iona te ly  (A ppend ix  B ,  c h a r t  6 ,  go ld  b o r d e r ) .  A lthough  o ve ra l l  DFYS 
case load  h a s  in c re a sed  173% s in ce  FY 7 8 ,  th e re  w a s  on ly  an 18% in c re a se  
in soc ia l w o rk  s t a f f  d u r in g  th a t  p e r io d .  While the  num ber o f  l ic en sed  
fa c i l i t ie s  in c re a se d  by  70% from J a n u a r y ,  1980 to the p r e s e n t ,  l ic e n s in g  
s t a f f  in c re a sed  on ly  23% d u r in g  v'-.e same p e r io d .  S up p o r t  s t a f f  
reg iona l and  f ie ld  o f f ic e s  in c re a r .  on ly  6% d u r in g  the per iod  FY 78 
th ro u g h  FY 83 .  Lack  of adeq i.e s u p p o r t  s t a f f  h a s  p laced  an  in ­
c r e a s in g  b u rd en  on pr sional s< : f f  who r u s t  perform  c le r ica l  fu n c ­
t io n s ,  d e c r e a s in g  time lab le  •-r them to perform  the d ir e c t  c l ien t  
s e r v i c e s .  T h i s  proble i. as c ited  in a re cen t  D iv is io n  of L e g i s la t iv e  
Audit Spec ia l  R eport on the D iv is io n  o f Fam ily  and  Youth  S e r v ic e s  
Em ergency  C u s to d y  P ro c e d u r e s .

IV. Leve l o f R e spon se

As is  i l lu s t r a t e d  in A ppend ix  B ,  c h a r t  7 (b row n  b o r d e r ) ,  in 21 o f 36 
f ie ld  o f f ic e s  the a v e r a g e  num ber of c a s e s  s e r v e d  by  D FYS  soc ia l work 
s t a f f  e x ce ed s  tha  maximum case load  s t a n d a rd  o f 50 ( t h i s  f i g u r e  r e p re ­
s e n t s  the  maximum num ber o f  c a s e s  fo r soc ia l w o rk e r s  to p ro v id e  m ini­
mally a ccep tab le  s e r v i c e s . )  In s e v e n  o f th e se  o f f ic e s  th i s  maximum 
num ber is  e x ceeded  by  100% or more. C h a r t  8 in A ppend ix  B ( in d ig o
b o rd e r )  i l l u s t r a t e s  the num ber o f  soc ia l w o rk  s t a f f  needed to b r in g
c a se lo ad s  in v a r io u s  D iv is io n  o f Fam ily  and  Youth S e r v ic e s  o f f ic e s  dowr. 
to the maximum s t a n d a r d .

A com par ison  o f work  load s t a n d a r d s  fo r l ic e n s in g  w o rk e r s  w ith e x i s t in g  
D FYS s t a f f  r e sp o n s ib i l i t ie s  in d ic a te s  some w o r k e r s  exceed  th e  recom­
mended s t a n d a rd  by  more than 100%. As a r e su l t  it h a s  been n e c e s s a r y  
to co n ve r t  th re e  socia l w o rk  po s it io n s  to per fo rm  l ic e n s in g  and  to add 
l ic e n s in g  r e sp o n s ib i l i t ie s  to o the r  a lr e ad y  o v e rb u rd en e  5 c a s e w o rk e r s .

D FYS s t a f f  le v e ls  h ave  re su lte d  in c o n t in u a l ly  d e c r e a s in g  le v e l s  o f 
s e r v ic e  to c l ie n t s  and  in a b i l i t y  o f  the  a g en c y  to perform  o the r  than
mandated o r c r i s i s  s e r v i c e s .  D e c re a s in g  s e r v ic e  le v e ls  and  in c r e a s in g  
e xp e c ta t io n s  by  the  p ub l ic  and  le g i s la to r s  h ave  led to g r e a t e r  num bers  
o f  com p la in ts  to l e g i s l a t o r s ,  the Ombudsman , and  to in c r e a s in g  l i t i ­
g a t io n .  As the  nv_?d and  demand for s e r v ic e s  in c r e a s e ,  and  the leve l o f 
pub lic  expec ta t ion  h a s  in c re a sed  w ithou t com m ensurate  in c r e a s e s  in s t a f f  
r e so u r c e s ,  th e re  h a s  been an  in c r e a s in g ly  h ig h  ra te  o f s t a f f  t u r n o v e r ,  
e r r o r s  o f ju d gem en t ,  and  an in a b i l i t y  to implement ap p ro p r ia te  a g en cy  
po lic ie s  and  p ro c ed u re s  on a un iform  b a s i s .  In c r e a s in g  com p la in t s ,
in c re a sed  a g en cy  l ia b i l i t y  and  l i t ig a t io n ,  and  in c re a sed  le g i s la t i v e  o v e r ­
s i g h t  th ro u gh  le g i s la t iv e  a u d i t s  a re  to be expected  ( t h r e e  spec ia l  a u d i t s  
by  the  D iv is io n  o f L e g i s l a t iv e  Aud it h a v e  been conducted  in the  p a s t  
one and  o n e -h a l f  y e a r s ) .

V . A gency  S t r a t e g y

D F Y S 1 s t r a t e g y  fo r  r e sp o n d in g  to c l ie n t  need s  i s  b a sed  on i t s  a n a ly s i s  
o f  the  cont inuum  of s e r v i c e s  p ro v id ed  to c l ie n t s  and  i t s  e x i s t in g  a llo ­
cation o f r e so u rc e s  a long  th a t  con t inuum . S e r v ic e s  may be c a te go r ized



G o v e r n o r  Bill S h e f f i e ld -  4 - S e p t em b e r  18, 1984

or located on a con t inuum  b a sed  on s e v e r a l  in d ic e s .  S uch  in d ice s  a re  
the  co st  o f s e r v ic e  pe r  c l ie n t ,  r e s t r i c t i v e n e s s  o f  the  s e r v ic e s  to the 
c l ie n t ,  the  s e v e r i t y  of the c l ie n t  problem ap p ro p r ia te ly  s e r v e d  by  the 
s e r v i c e ,  the num ber o f c l ie n t s  expec ted  to be s e r v e d ,  and  the  amount 
b u d ge te u  to p ro v id e  the  s e r v ic e .

Under a d e s i r a b le  scheme for r e so u rc e  a l lo c a t io n ,  c l ie n t  need s  would be 
id en t i f ied  and  met a t the  e a r l i e s t  p o s s ib le  t ime, in the  le a s t  r e s t r i c t i v e  
s e t t i n g ,  and  a t the  lowest c o s t .  Under a d e s i r a b le  c o n f ig u ra t io n  for 
re so u rc e  a l lo ca t io n , the  g r e a t e s t  amount o f  r e so u r c e s  would be a llocated  
to p ro v id e  s e r v ic e s  to p r e v e n t  c l ien t  p rob lem s o r p ro v id e  e a r ly  in t e r ­
ven t ion  to the  c l ien t  in h i s  o r  h e r  own home ( s e e  A ppend ix  B ,  c h a r t  
9 ,  b la c k  b o r d e r ) .  T h i s  would reduce  the s e v e r i t y  o f  the  prob lem and  
e lim inate  the  need fo r more r e s t r i c t i v e  and  e x p e n s iv e  t y p e s  o f s e r v i c e s .  
A s sm a l le r  num ber s  o f  c l ie n t s  a re  s e r v e d  in more r e s t r i c t i v e  s e t t i n g s ,  
the  co st  p e r  c l ien t  in c r e a s e s  d i sp ro p o r t io n a te ly .

As soc ia l s e r v i c e s  a g e n c ie s  become o v e rb u rd e n e d ,  th e ir  a b i l i t y  to 
ma in ta in  the  d e s i r a b le  co n f ig u ra t io n  for re so u rc e  a l locat ion  d im in ish e s .  
T he  a g e n c y ' s  a b i l i t y  to p ro v id e  c r i t ic a l  p r e v e n t io n ,  and  e a r ly  in t e r ­
ven t io n  d e c r e a s e s  a s  s t a f f  time m ust be fo cu sed  on c r i s i s  r e sp o n se .  
D FYS ' ac tu a l r e so u rc e  a l lo c a t io n s  for FY 8 3 ,  u n fo r tu n a te ly ,  do not 
follow the  d e s i r e d  c o n f ig u ra t io n  ( s e e  c h a r t  10 ,  r a s p b e r r y  b o r d e r ) .  
I n s t e a d ,  a la r g e  p roport ion  of r e so u rc e s  a r e  devo ted  to p ro v id in g  
s e r v ic e  to a v e r y  few c l ie n t s  in r e s t r i c t i v e  s e t t i n g s .  ,T h e  a g en cy  goal 
h a s  been to move toward  an a llocation o f r e so u r c e s  more c lo se ly  re sem ­
b l in g  the d e s i r e d  c o n f ig u r a t io n .  D FYS  h a s  t a k en  a num ber of s t e p s  to 
a ch ie v e  t h i s .  An example is  the  in c re a sed  u se  o f  fam ily  fo s te r  c a re  and 
d e c r e a s in g  th e  re l ia n c e  on r e s id e n t ia l  c a r e  fo r c h i ld r e n  in need of 
ou t -o f -hom e p ro te c t iv e  s e r v i c e s .

RECOMMENCED ADMINISTRATION RESPONSE

T he  D iv is io n  o f Fam ily  and  You th  S e r v ic e s  i s  m andated  th ro u gh  i t s  
v a r io u s  s t a t u to r y  re qu irem en ts  to be a com p reh en s iv e  soc ia l s e r v ic e  
a g e n c y  p ro v id in g  a fu l l  r a n g e  o f s e r v ic e s  to s t r e n g th e n  fam ilies and  
promote the in d iv id u a l  w e l l -b e in g  o f c h i ld r e n .  H ow ever ,  the  a g e n cy  h a s  
not had ad equ a te  r e so u rc e s  to accom p lish  i t s  m andate . Most c r i t ic a l ly  
the a g en cy  is  p r e s e n t ly  u n d e r s t a f f e d  to a d e g re e  wh ich  lim its s e r v ic e s  
to a leve l l it t le  g r e a t e r  than  c r i s i s  r e sp o n se ,  and  may be in adequ a te  to 
a ch ie v e  m inimally a ccep tab le  p ro tect ion  o f c h i ld r e n .

An immediate re sp o n se  i s  needed to e l im inate  t h i s  c r i s i s  c ir cu m stan ce  
and  both r a i s e  the leve l o f  s e r v ic e  to c l ie n t s  and  reduce  the  l ia b i l i t y  o f 
the  s t a t e .  T h i s  would r e q u i r e  fu n d in g  o f add it iona l s t a f f  po s it io n s  to 
p ro v id e  n e c e s s a r y  soc ia l s e r v i c e s  and  perform r e q u ir e d  l ic e n s in g  fu n c ­
t io n s .  It would a lso  in c lude  a d m in is t r a t iv e  s u p p o r t  s t a f f .  T he  minimum 
num ber o f  s t a f f  n e c e s s a r y  to in c r e a s e  the  a g e n c y ' s  a b i l i t y  to p ro v id e  
s e r v ic e s  is  i l lu s t r a t e d  in the accom pany ing  A ppend ix  A. B r i e f l y ,  t h i s
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would r e q u i r e  35 p o s i t io n s ,  in c lu d in g  15 fu l l  time soc ia l w o r k e r s ,  5 fu l l  
time community c a re  l ic e n s in g  s p e c i a l i s t s ,  and  15 f ie ld  s u p p o r t  s t a f f  
d i s t r ib u t e d  th ro u gh o u t  the  s t a t e  in a r e a s  e x p e r ie n c in g  the most c r i t ic a l  
n e ed .

Long term so lu t io n s  to the  p rob lem s c u r r e n t ly  be in g  faced  will in i t ia l ly  
r e q u i r e  add it io na l r e so u r c e s  in p re v en t io n  and  e a r ly  in te rv en t io n  s e r ­
v i c e s  and  an  a l t e r in g  o f the  co n f ig u ra t io n  fo r a llocat ion  o f r e so u r c e s .  
T h i s  c h a n g e  in r e so u rc e  a l locat ion  will n e c e s s a r i l y  be g r a d u a l  bu t will 
e v e n tu a l ly  r e su l t  in reduced  need fo r  more e x p e n s iv e  and  r e s t r i c t i v e  
c l ien t  s e r v i c e s  a n d ,  p e r h a p s ,  r e d u c t io n s  in o ve ra l l  r e so u r c e s  r e q u i r e d  
to meet c l ie n t  n e ed s .



APPENDIX A

Recommended Staff Augmentation 
by Location

SUMMARY OF REQUEST - 35 POSITIONS

Social Workers - 15 Full-Time Positions

Community Care Licensing 
Specialists - 5 Full-Time Positions

Administrative and 
Clerical Support - 15 Positions

11 Full-Time Positions 8 Part-Time Positions



Southcentral Region - 17 Positions

Anchorage Service Unit

1 Social Worker IV
1 Social Worker III
2 Social Worker I's
2 Community Care Licensing Specialist I 
2 Clerk Typist Ill's

Kenai

2 Social Worker Ill's

Homer

1 Social Worker III 
1 Clerk Typist III

Field Office Clerical Support

3 Clerk Typist Ill's
.5 Valdez 
.5 Copper Center 
.5 Unalaska 
.5 Was i11 a 
.5’ Cordova 
.5 Dillingham

Regional Office

1 Administrative Assistant II 
1 Accounting Clerk III

Northern Region - 11.5 Positions

Fairbanks Service Unit

2 Social Worker Ill's 
2 Community Care Licensing Specialist I 
2 Social Services Associate Ill's 
1 Clerk Typist III

Delta

.5 Clerk Typist III 

Galena

1 Social Worker III



Northern Region (continued)

Barrow

1 Clerk Typist III

Regional Office

1 Administrative Assistant III 
1 Accounting Clerk II

Southeastern Region - 6.5 Positions

Juneau Service Unit

1 Social Worker IV 
1 Social Worker III

Ketchikan Service Unit

1 Social Worker III
1 Community Care Licensing Specialist I 
1 Clerk Typist III

Craig
n

.5 Clerk Typist III 

Regional Office

1 Administrative Assistant I



#

APPENDIX B

#



PAT RISK CHILD POPULATION
IN ALASKA

0 TO 18
POPULATION
200,000 n

100,000

15% Increase
153,536

FY78 FY83

FISCAL YEAR



AK. DIV. OF FAMILY AND YOUTH 
SERVICES CLIENTS SERVED
122% Increase 173% Increase

1 1 .0 0 0 -

10.000-

10,182 Total Caseload

K //i Aclult Protective 
Services

[>S3 Child Protective 
Seirvices



■ *REPORTS OF CHILD ABUSE 
AND NEGLECT IN ALASKA

I
FY83 Total Reports: 5,574

FY78 Total Reports: 1,748 186%

272%

219%
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REPORTS OF CHILD SEXUAL ABUSE 
IN ALASKA
272% Increase

Substantiated 
X // /A  Unsubstantiated

Unconfirmed
I I Unsubstantiated/ 

Unconfirmed
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LICENSED FACILITIES IN ALASKA
January 1980
1,039 Facilities 
7,043 Capacity

August 1984
1,755 Facilities = 70% 

Increase 
12,617 Capacity = 79% 

Increase
1800-
1700-
1600-
1500-
1400-
1300-

1200-

1100-

EZ3 Child Care Centers
Family Child Care Homes 
Residential Child Care Facilities 

EZZ3 Child Foster Homes 
■ i  Adult Residential Care Facilities 

Adult Foster Homes
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IN ALASKA
178 Total Staff

151 Total 8 %  

Increase 
Licensing 
23% Increase 
Social Worker 
22% Increase

FISCAL YEAR

•>FYS FIELD STAFF COMPARED TO 
CASELOAD INCREASES IN ALASKA

200- 173%
% A

I LLI
0 0

2 5
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100-
%
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INCREASEFY7 8 -FY8 3

INCREASE
1/80- 8*  CALENDAR YEAR

1/8 0 *8 / 8 4  CALENDAR YEAR



Existing Social Workers 
fl 'T 'l Additional Social Workers 

Needed

T

NEEDED SOCIAL WOKKERS 
  BY OFFICE

Juneau 
Sitka 

Ketchikan 
Petenberi 

Wrangell 
Craig.

Bether 
Aniak 

Alakanuk 
Mt. Village 

Kwlgillingol'
Scammon Bay.

Grayling 
Falrban 

Calen_
Ft. Yukon 

Barrow 
Delta 

Nenan 
Norms 

Kotzebue 
Unalakleet 
Anchorage 

Wasilla 
McGratji 

Glenallen 
llliamn 

Eagle River 
Sewar#

Kenai 
Homer 

Dillingham 
Valdez 

Cordova 
Unalaska 
~ Kodiak

SOCIAL 
WORKERS

MAXIMUM 100 200 300 400 500 600 700 900 900 1000 1100 1200 1300 1400 1500 1600 1700 1800 1900 2000
CASELOAD STANDARD (50 PER WORKER)

35 SOCIAL 
WORKERS 
NEEDED

•«

1 2  3*4 V e V  8 r_91?6,11l12,13,14,15,16,17,13,19,20,21,?T,23,24‘25l26,27,28,29‘30,31,32,33,34,35,36,37,3839l40



I AVERAGE
1 Juneau 

2 Sitka
3 Ketchikan

4 Petersberg 
5 Wrangell

6 Craig

7 Bethel
8 Aniak 

9 Alakanuk
10 Mt. Villa 

11 Kwlgilllngok 
12 Scammon Bay 

13 Graylin 
14 Fairbanks 

15 Galena 
16 Ft. YukprL 

17 Barrow 
18 Delta 

19 Nenana

so c ia l  W o rker  c a selo a d  BY OFFICE
Maximum Standard = 50 Cases per 
d l  Over Maximum Social Worker 
HB Under Maximum

MAXIMUM
CASELOAD
STANDARD

20 Nome 
21 Kotzebue

22 Unalakleet
23 Anchorage 

24 Wasilla
25 McGrat 

26 Glenallen 
27 llllamna 

28 Eagle River

29 Seward 
30 Kenai 

31 Homer 
32 Dillingham 

33 Valdez 
34 Cordova 

35 Unalas 
36 Kodiak

1
i

■ 5 s£? • , ' . y  .'

fc/v' A'/-

DFYS 5 
OFFICE

h

]

i i i i I— i— i— i— i— i— 7— i— i— i— i— i— r~ i  
10 15 20 25 30 35 40 4.1 50 55 60 65 70 75 80 85 90 95100105110115120125130135

NO OF CASES PER SOCIAL WORKER



ACTUAL RESOURCE 
ALLOCATION -  FY83 

($20,728,900)
MILLIONS OF 

DOLLARS
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MEASUREMENT

Residential Casework 
Care Services

FTE

WERAGE COST $41,875 
PER  UNIT

CAS ES

$780

Foster
Care

F T E

$6,206

Preventive Preventive Homemaker Daycare 
Services Licensing

C L I EN TS

$184

SP A C E

$62

FTE

$5,000

FTE

$3,906
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DEPARTMENT OF IN S T I T U T IO N S
FRANK A TRAYLOR M  D Executive Oif*»ctor

DIVISION OF MENTAL HEALTH

ROBERT VV GLOVER  P *  D Director
3520 W o s i O x io ro  A v e n u e  ^  ^

D e n ver  C o lo ra d o  30236 S ' *  \  X f

f

( l i  t t A  M ( |  |  i  |  A M M  
I *1 * V I  M f ( |  I I I

T e le p h o n e  \ 303I 761-0220 \;J‘
\

v

DATE: Nov em be r 19, 1935

r :TO: E x e c u t i v e  Directors and Board P r e s id e nt s '■ 1 . ^
C o m m u n i t y  Mtntal Health C e n t e r s  and C li ni cs  ‘ 'j ,

FROM: David L. Shern, Ph.D. a n d  </) : ' \
Anita S. Coen, L.S.W. II
Pro gra m Information, E v a l u a t i o n  and R es ear ch  Services \0 '

< i r V
RE: Po p u l a t i o n  and Po pu lat io n in Meed E s t i m a t e s  for J ,, t *

1986-U7 Planning A c t i v i t i e s  ' ~e . r * ■ '
!

Please find the enclosed t a b l e s  w h i c h  may be useful in your 1 9 8 6 - 8 7  
pl an ni ng  activities. In the tables, we s u m m a r i z e  the most r e c e n t  
p ~j u l a t i o n  and Population inw N,eed e s t i m a t e s  fqrve ach  ca tch men t area.
The pop ul a ti on  e st im at es  also  are d i s p l a y e d  by age and ethnic groups.

The so cial ind ic a to r data, w h i c h  are e m p l o y e d  in the need mo del , are 
als o pre se nte d and updated in these tables. The "low variance" model, 
w h i c h  w a s  a d o p t e d  j o i n t l y  by the  D M H  and the CACM1ICC, is used fo r 
e s t i m a t i n g  the nu m b e r  of n e e d y  i n d i v i d u a l s  in each catchment area.

Each of the tables is de sc ri be d b r ie fl y below.

T a b l e  1 presen ts the revised p o p u l a t i o n  e s t i m a t e s  by age group.

T a b l e  2 dis pl ay s the popu lat io n e s t i m a t e s  for eth ni c minority groups.

T a b l e  3 in clu des  the social i n d i c a t o r  i n f o r m a t i o n  that is e m p l o y e d  in
.modifying the age-adjusted p r e v a l e n c e  e s t i m a t e s  for each c a t c h m e n t  
ar e a .

T a bl e 4 presents the P o p ul at i on  in Meed e s t i m a t e s  di s ag gr eg at ed  into 
ape groups. T h e se  estimat es w e r e  c a l c u l a t e d  by using the age s p e c i f i c  
j. e v a l en ce  rates and the low v a r i a n c e  social i n di ca to r m o d i f i c a t i o n  
for each age group individually. In the final c o l u m n  of the table, 
the t o t a 1 Pop ul at io n in Meed for eac h c a t c h m e n t  area is presented.

We hope that you find this i n f o r m a t i o n  helpful. If you have a n y  
questions, please call either your p r o g r a m  c o o r d i n a t o r  or Dave Shern 
( 7 6 1 - 0 2 2 0  ext. 451).

DLS/ds

cc: Program, Administrative, P l a n n i n g  and PIER Servic es 
M a n a g e m e n t  Team



COLORADO D I V I S I O N  OF MENTAL HEALTH 
POPULAT I ON IN  NEED MODEL 

SOC IAL  IND ICATORS  RAW SCORES
AND COMPOSi re s i a n d a ' r ' d i z e u  s c o r e s

C A T C HM E N T S U I C I D E A B U S E  « D I V O R C E PE R C EN T P E R C E N T ’ P E R C E N T COMPO-

A R E A RA TE  PER N E G L E C T R A T E  PER M I N O R I T Y P O P U L A ­ LAB OR S l  TE
100,000 RE P O R T S 1 ,000 P O P U L A ­ T I O N  I N F O R C E S O C I A L

POP R A T E  PER M A R R I E D T I O N P O V E R T Y U N E M ­ I N D I ­
1903 (1) 100,000 C O U P L E S I960 (4) 1900 ( 5 ) P L O Y M E N T CATOR

C C A 1904 (3) .1984 ( G ) S C O R E ! 7)
I 984 ( 2 )

1

ADAMS
ARAPAHOE
AURORA
BETHESDA

1 0 , 1 1  
1 6 . 6 7  
1 0 . 7 9  
21 . 0 2

1 5 1 9 . 4 0
6 9 8 . 6 9
9 6 3 . 2 3

1 8 1 3 . 1 4

I S . 9 6  
1 0 . 6 1  
1«*.G5 
4(J.  5 6

1 9 . 5
5 . 9

1 4 . 2
0 . 2

7 . 4
4 . 5
5 . 5  
6 . 3

5 . 6 5 0
3 .  5 8 0
4 .  5 9 0  
3 .  100

- . 1 8 1 6 0  
- 1 . 5 3 2 4 2  
- 1 . 1 8 4 2 2  

. 2 1 0 9 5
BOULDER 
CENTENN IAL  
COLO WEST 
JEFFERSON

1 0 . 0 3
1 7 . 9 2
2 3 . 3 0
1 6 . 2 9

1 1 4 2 . 0 0  
7 9 3 . 8G 

1 2 0 7 . 7 5  
6 2 1 . 7 5

2 0 . 9 2  
JO '. 4 2  
2 5 . 5 9  
2 0 . 7 0

7 . 9
6 . 9  
6 . 2  
7 . 0

1 0 .  1 
1 2 . 9  
8 . 8  
4 . 6

4 .  7 5 0  
4 .  7 7 0  
7 . 9 4 0  
4 . 4 0 0

- . 3 0 9 7 9  
- . 9 5 3 7 9  

. 0 0 5 4 4  
- 1 . 4 1 2 9 5

LARIMER 
Ml  OWES TERN 
NW DENVER 
PARK EAST

1 0 . 0 7
1 G . 4 2
3 4 . 0 9

9 . 0 5

3 2 1 . 4 4  
1 5 0 9 . 9 5  
1 1 0 9 . 2 0  
1 1 2 2 . 6 2

2 1 . 7 0  
2 4 .  11 
4 0 . 0 5  
4 0 . 5 6

7 . 5
5 . 5 

4 0 .  1 
4 3 . 5

1 1 . 0
1 3 . 4  
2 3 . 8
1 1 . 4

5 .  100 
9 .  7 9 0
7 . 6 0 0
4 . 6 0 0

- 1 . 4 1 2 5 7  
. 4 2 1 5 5  

2 . 3 1 1 3 0  
. 3 9 3 1 0

P IKE S  FEAK 1 0 . 6 3 0 5 0 . 5 7 2 9 . 3 2 1 5 . 6 1 0 . 4 5 . 5 2 0 - . 3 3 3 6 7
SAN L U I S 1 5 . 0 0 7 7 9 . 4 0 2 5 . 0 2 4 4 . 3 2 4 .  1 1 0 . 4 7 0 1 . 1 1 0 7 3
BE COLO 1 7 . 2 0 1 2 0 9 . 9 0 1 0 . 3 8 2 5 . 0 1 8 . 7 5 . 9 2 0 . 1 5 5 1 9
SW COLO 3 3 . 4 1 1 4 2 3 . 9 2 2 7 . G4 1 7 . 2 1 4 . 7 8 . 4 3 0 1 . 1 3 5 4 3
SW DENVER 3 4 . 5 1 1 0 4 9 . 2 0 4 0 . 5 8 2 9 . 3 1 0 . 8 5 .  0 0 0 . 9 4 0 9 2
SPAN PEAKS 1 0 . 8 3 1 1 5 9 . 8 9 1 9 . 4 9 3 6 . 7 1 4 . 6 1 0 . 9 0 0 . 5 4 6 9 5
WELD 1 5 . 7 4 9 4 3 . 2 5 1 8 .  13 1 8 . 5 1 4 . 1 5 . 6 7 0 - . 4 5 4 2 6
WEST CENTRAL 2 6 . 7 7 9 1 7 . 5 0 3 4 . 0 9 1 2 . 5 1 0 . 6 9 .  9 3 0 . 6 1 6 7 0

MEAN 1 9 . 2 1 0 6 6 . 0 2 6 . 3 19 .  1 1 1 . 9 6 . 4
S . D . 7 . 6 3 5 0 .  1 8 . 8 . 1 4 . 0 5 . 5 2 . 4

( 1 )  S O U R C E :  COLORADO D E P A R T M E N T  OF  H E A L T H ,  P R E P A R E D  BY E V A L U A T I O N  S E R V I C E S ,  *
P U B L I C  H E A L T H  S T A T I S T I C S  S E C T I O N ,  D I V I S I O N  OF  M E N T A L  H E A L T H ,  D E N V E R , 16 NO V  83 .

 A N N U A L  R E PO RT  O F _ V I T A L  S T A T  I S T  I CS,_1_98_3._____________________________________________________________________________________________________________________________________
( 2 )  S O U R C E ' C O L O R A D O ' D E P A R T M E N T ' O F  S O C I A L  S E R V I C E S ,

P R O T E C T I V E  S E R V I C E S  PROGRAM,  190-1.
C 3 > SO U RC E  COLORADO D E P A R T M E N T  OP HE A L T H ,

PUPIL I C H E A L T H  S T A T I S T I C S  S E C T I O N , ______________________________________________________________________________________________________________________________________________ _
A N N U A L  R E PO RT  "OF*  V i  fAL S T A T  I S t i C S ,  V  84 .
NUMBER OF  M A R R I E D  C O U P L E S  E S T I M A T E D  I I-.CM 1900 
C E N S U S  AMD U P D A T E D  W I T H  193-1 P O P U L A T I O N

  E S T I M A T E S  FROM D I V I S I O N  OF  L O C A L  G O V E R N M E N T .  AU G  190-1.____________ ______________________________________________________________________ __________________ ________
( 4 )  SO U RC E  D A T A  E X T R A C T E D  FROM SUMMARY T A P E  F i L E  * A,  1900 

U . S .  C E N S U S .
( 5 )  SO URC E  1900 C E N S U S  SUMMARY T. " E  F I L E  3 P R O V I D E D  BY  THE
_ v 0 1 V I S I  ON O F  L O C A L  G O V E R N M E N T .  1 9 0 3 . .........................................................................................................................................................................................................
16) SO URC E  COLORAD O d f V I S I  UN  O r  EMP LOY MEN T  A N D  T R A I N I N G ,
*  R E S E A R C H  AN D  A N A L Y S I S  S E C T I O N ,  1904.

•> C O M P O S I T E  S O C I A L  I N P ' C A T O R  SCO RE  C A L C U L A T E D  B Y  T A K I N G
> MEAN  O F I N D I V I D U A L  S T A N D A R D I Z E D  S C O R E S .  AN D  S T A N D A R D -     ... _________

' Z I N G  R E S U L T I N G  D I S T R I B U T I O N .  _  , ,  _
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Suicide
and

Economic Development 
Among the Inupiat

By Robert Travis

Abstract
In the 19 7 0 ’s the suicide rates o f  two cultur­

ally similar  Inupiat regions differed by a factor 
o f  5:1. Several D urkhe im ian  hypotheses were 
tested to determine the nature o f  this difference.
T h e  results indicate, most notably, that two fac­
tors, an interaction effect between economic de­
velopment and m odern  education and level of  
unemployment itself, are significantly as­
sociated with the sharp rise in the suicide rate 
among the N A N A  Inupiat in the 1970’s. The  
depressed economic structure within this In u p ­
iat region could not facilitate the achievement 
o f  goals and aspirations fostered by modern 
education and an extremely high rate o f  suicide 
resulted.
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T h a n k s  to N o rm an  B r a d b u rn , K e v in  B re au lt , J a n  H a jd a , J u d ith  K le in  fe ld , D o n a ld  L e v in e ,  W i l ­

liam  P a r i s h ,  J a m e s  Van S tone , a n d  R o s ita  W o r l fo r  th e ir  com m ents a n d  su g g e s t io n s  r e g a r d in g  th is  

p aper.

T h is  p a p e r  i s  a r e v is io n  o f  one th a t f i r s t  ap p ea red  in  W h ite  C lo u d  J o u rn a l, 1984, 3(3) pp. 14-21.

The Study

T
he North Slope and NANA Inupiat 
form the study ipopulations. They 
inhabit the Northernmost area o f  Alaska, 
with nearly all o f these two regions located 

above the Arctic Circle. Fully 7,345 In­
upiat inhabit these two regions I"U.S. Bu­
reau of the Census, 1980).

T H  North Slope Inupiat have under­
gone tremendous economic development 
in the 1970’s, this due to the tax revenues 
collected on oil and gas extraction at 
Prudhoe Bay. For instance, the North 
Slope Borough has launched a Capital 
Improvement Project o f  over one billion 
dollars to bring the basic necessities, such 
as adequate housing, indoor plumbing, 
sewer treatment, and telecommunica­
tions, to the residents o f  the North Slope. 
Such projects have meant a steady stream 
of jobs for the North Slope Inupiat, fil­
ling in the job gap created when the fed­
eral government v/ithdrew as primary
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employer on the North Slope in the early
197 0’s.

In contrast, the NANA Inupiat experi­
enced an economic depression in the 
1970's. For instance, unemployment rose 
77% in the NANA region between 1970- 
1980. The federal government also with­
drew as primary employer in NANA in 
the early 1970‘s, but no centralized re­
gional government has materialized there 
to fill in the job gap.

Regarding the population composition 
of these two regions, the North Slope is 
comprised of eight villages, while 
NANA encompasses 1 1 vil'ages. The re­
gional center on the North Slope, Bar­
row, has over 2,000 inhabitants, as does 
the regional center in NANA, Kotzebue. 
Five o f  the smaller villages on the North 
Slope have >und 200 or less inhabitants 
each, while the remainder comprise less 
than 500 each. For NANA, seven o f  the 
smaller villages have less than 300 in­
habitants each, while the remainder have 
less than 500 each. All in all, both regions 
are composed o f several small villages 
clustered around a regional center o f less 
than 2,500.

Data
Infi -mation \bout suicides was ex­

tracted irom death certificates collected 
by the Alaska Department of Health and 
Social Services f r  : reports by physi­
cians. Since many o f  the suicides among 
the Inupiat occurred within the North 
Slope and NANA regions, the ultimate 
responsibility for reporting suicides rest­
ed with physicians at the U .S . Public 
Health Service Hospitals in Barrow and 
Kotzebue. These tend to be young doc­
tors, many right out o f  medical school, 
who have agreed to devote part of their 
career to the health care o f  Native Ameri - 
cans in exchange for federal financing of 
their education.

The crucial question, however, is 
whether or not the official reporting of 
suicides by the U .S . Public Health 
Serivce approximates the real level of 
suicides among the Inupiat. For instance, 
Douglas (1967) contends that the “critical 
problem" underlying the question o f  va­
lidity with official suicide rJtes is the sys­
tematic variation in the meanings o f  
suicide. However, the fact that one main 
administrative agency—the U .S . Public 
Health Service—is largely reponsible for 
reporting Native suicide rates in Alaska 
mfans.that many o f  the official suicide

statistics were arrived at through articu­
lated bureaucratic procedures.

Another important question is whether 
or not the suicide rates between the North 
Slope and the NANA Inupiat are compar­
able. Are the definitions and search pro­
cedures employed the same for both 
populations? Indications are that the 
suicide rates are comparable, since simi­
larly supervised doctors from the U .S . 
Public Health Service determine the offi­
cial suicide rate in both regions.

Lastly, Douglas (1967) argues that 
one o f  the chief difficulties with official

suicide rates is the reliance upon human 
judgement in the classification of 
suicides. For instance, the determination 
of suicide is sometimes effected by the 
class o f  the families o f  the deceased (that 
is, the influence some stratai have to bias 
the results). For an error in judgement to 
occur though the physicians in charge of 
classification must come to agree with 
particular middle-and upper-class
families that those families would tend to 
suffer more if a death were rendered a 
suicide. However, this is not necessarily 
the case among the North Slope and
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At the turn o f  the century, many re­
searchers believed that suicide was caused 
by mental illness. The researcher’s prob­
lem, according to this view, was to find 
the causes of the illnesses which made 
suicide more likely and to treat them. 
After Durkhcim ’s ground breaking work 
in suicide during the same period, which 
refuted many o f  the then current 
psychological explanations o f  suicide, re­
search in suicide became divided into in­
dividual explanations and social explana­
tions. “In more recent research a popular 
position is that suicide is the result o f  both 
external factors and internal factors and a 
proper, or ultimate, explanation of 
suicide should take cognizance of both” 
(Taylor, 1982, p. 37).

Durkheim, however was nor a social 
determinisf he did not assume that exter­
nal constraint was the only essential ele­
ment for social life. Instead, he argued 
that external constraint is the material and 
apparent expression o f  an in terio r ideal— 
that is, moral authority. Such a perspec­
tive,as Nisbet( 1974) has pointed out, ren­
ders his as one o f  the foundation-build- 
e r so f  modern social psychology. To date, 
moreover, Durkheim ’s (1951) Suicide, 

“despite criticism, ‘modification’ and ‘im­
provement,’ remains the most important 
sociological work on suicide” (Taylor, 
1982, p. 6).

In this work, Durkheim rejected sev­
eral popular notions o f the causes of 
suicide—such as, “organic-psychic dispos­
itions,” features of the physical environ­
ment, and the process of imitation. H e a r­
gued that “suicide depends essentially on 
certain states of the social environment" 
(Durkheim , 1951, p. 138). Thus, he 
proposed several explanations of his own: 
I) lack o f integration, which leads to 
egoistic suicide; 2) excess o f  integration, 
which leads to altruistic suicide; 3) lack of 
regulation, which leads to anomic suicide; 
and 4) excess of regulation, which leads to 
fatalistic suicide.

As regards egoistic suicide, Durkheim 
observed that suicide varies inversely 
with the degree o f  integration, or cohe­
sion, o f the groups 'ndividuals live in. 
For instance, one would expect less 

suicide among those in traditional reli­
gions, those in rural-agricultural envi­
ronments, and those in strongly articu­
lated kinship systems. On the other hand, 
one would expect more suicide among 
those who are non-religious or who be-

Durkhe<Yn’s  Theo ry

o fSu ic ide

. . . that it seems useless to dwell upon it" 
(Durkheim, 1951, p. 276).

Some critics, such as Johnson (1965) 
and Pope (1976), argue that Durkheim 
often merged the concepts of egoism and 
anomic, implying that there is only one 
“identical cause” to these two concepts— 

long to individualistic and rationalistic namely, degree of integration. Taylor 
religions, those who are urban-industrial (1982), however, counters that such a re- 
workers, and those who arc unmarried. conceptualization restricts the research- 

On anomic suicide, Durkheiiv im- er’s analysis to the integration o f the indi­
plied that suicide varies inversely with the vidual into the prevailing norms o f  soci- 
dcgree o f regulation, or normative struc- ety and thereby avoids discussion o f  the 
ture, within the groups the individual be- content of those norms. “Thus, in a Dur- 
longsto. Anomie is induced by sudden so- kheim formulation, it is possible for indi- 
cial change, whether manifested by a viduals to be both moderately, or 
jump in wealth or a plunge into poverty, adequately integrated and yet still vulner- 
What matters, though, is relative depri- able to suicide if  those norms into which 
vation: contentment .nay exist with pov- they are integrated are too weak to regu- 
erty, while discontentment may accom- late their baser instincts” (Taylor, 1982, 
pany wealth. Still, it is not poverty in- p. 16).
and-of-itself that induces anomic and Lukes (1973), however, argues rather 
suicide, since, as Durkheim observed, strongly that Durkheim ’s theory o f ' 
poverty is associated with very low rates suicide suffers from a number o*" flaws, 
ofsuicide. First, Durkheim ’s characterization that

Poverty protects aga in st su ic ide be- adverse social conditio',s induce suicide is 
cause it  is  a restraint in  i t s e l f .  . . So problematic, in that anomie might be a 
the less one has the less he is  tempted culturally prescribed and given norm 
to extendxhs range o f  h is  needs ;/3c/e/7-t rather than a state of nof mlessness. Sec- 
n ite ly . . . Wealth, on the other hand, ond, Durkheim attributed suicide to 
by the power it bestows, deceives us psychological disequilibrium, but fails to 
into b e liev in g  that we depend on ou r- recognize that in some cases suicide may 
se lves only. (D u rkh e im , 1 9 5 1 , p . be a rational choice. And third, Dur- 
2 5 4 ) kheim’s theory of suicide is incomplete,
Durkheim differentiated anomic since he emphasized the external and gen- 

suicide into two dimensions: acute and eral to the exclusion of the particular and 
chronic. Acute anomic suicide refers to internal, or subjective, 
sudden crises, where large numbers o f  in- .. . i t  is  incoherent to claim  that par-

di viduals are suddenly displaced such that ticu lar circumstances and 1m otives and

the norms that previously regulated them 
arc no longer appropriate to their changed 
condition. Chronic anomic suicide, on 
the other hand, accompanies life in mod-' 
ern societies, resulting from the fact that 
social existence is no longer regulated by 
custom and tradition. As individuals in 
modern societies come to demand more 
from life, they are more inclined to suffer 
from a disproportion between their aspi­
rations and their satisfactions, thus more 
suicide.

Moreover, Durkheim regarded egois­
tic and anomic suicide as largely manifes­
tations o f  life in modern societies, while

ideas' are irre levan t to the explanation 

o fsu ic id e  (o r indeed o f  any human ac­

tion). F o r  these cannot be s im p ly  

abstracted from action as though they 

were m erely  contingently related to 

them. Indeed, the actions cannot even 

be identified  independently o f  them. 

In genera l, su icide is  a m otivated act 

a r is in g  out of, and perhaps intended to 

affect, a particu lar situation. To pu t it 

badly, exp la in ing  su ic ide—and exp­

la in in g  su ic ide rates—m ust in vo lve  

exp la in ing why people com m it it. 

(L u ke s, 1 9 7 3 , p. 2 2 1 )

These problems notwithstanding, how
he considered altruistic suicide largely to well does Durkheim’s theory o f  suicide 
be manifestation of life in more tradi- explain the prevalence of suicide among 
tional societies. As regards fatalistic the Inupiat Eskimo, particularly in one 
suicide, “it has so little contemporary im- region where suicide is more than eight 
portance and examples are so hard to find times the U .S. national average?
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NANA Inupiat, where suicide has a tra­
dition of being a rational choice—that is, 
the former practice o f  taking one’s life to 
avoid serious conflict with someone close 
(Spencer, 1976). Physicians in the north 
then encounter two social forces condu­
cive to their classifying a death as a 
suicide: one, cultural differences in the 
interpretations Inupiat place on suicide 
(as opposed to their own middle-and 
upper-class non-Nativc definitions); and 
two, wide-spread support within the In­
upiat communities for the health care 
capabilities of the U .S . Public Health 
Service Hospitals (which lends itself to 
accepting the defi nitions o f  suicide among 
these physicians).

H y p o t h e s e s  
Durkheim posited that suicide varies 

inversely with the degree o f  integration, 
or cohesion, within the groups individu­
als belong to. That is, the less associative 
integration individuals experience, the 
higher their suicide rate. This then is the

first general hypothesis. It can be 
operationalized as:

Operational H ypo thesis I  

The h ighe r the proportion not m ar­

ried , the h igh e r the su ic ide rate. 

Operational H ypo the sis 11 

The h igh e r the le v e l o f  education, the 

h igh e r the su ic ide  rate.

Durkheim also implied that suicide 
varies inversely with the degree o f  regula­
tion, or normative structure, within the 
groups individuals belong to. That is, the 
less associative regulation individuals ex­
perience, the higher their suicide rate. 
This forms the second general hypothesis. 
It can be operationalized as:

O perational H ypo thesis I I I  

• The h igh er the le v e l o f  unemploy­

ment, the h igh e r  the su ic ide rate. 

Results
I t is now apparent that the suicide rate 

among the North Slope Inupiat remained 
relatively constant during the period 
1960-1980, from a high of 23.7 per

100,000 population to a low o f 19.2 
(Table 1). In contrast, the suicide rate in 
NANA registered zero for the period 
1960-1966,climbed to26.1 per 100,000 
population for the period 1967-1973, 
then skyrocketed four fold to 106.0 for 
the period 1974-1980. This represents a 
phenomenal increase in the suicide rate 
among NANA Inupiat and gives rise to 
an important question—what factors arc 
associated with such a precipitous in­
crease?

While some of the social and economic 
indicators reveal that an underlying simi­
larity exists between the North Slope and 
NANA Inupiat, other indicators point to 
some profound differences. First, the 
level o f  education o f  both populations is 
similar as is household size, percent in- 
migration level of unmarried adults, and 
level o f  female labor force participation. 
Where the two populations differ, and 
differ sharply, is on economic factors. 
For one thing, a third o f  the North Slope

Table 1
Social and E conom ic  C hange  and Suicide Am ong  the Inup ia t  Con tro l l ing  for Region and Year: 1960-1980

CHARACTERISTICS
1960

NS NANA
t

1970
NS t

^NANA
1980 

NS ^ NANA

Suicide Rate3 23.2 0.0 23.7 26.1 19.2 106.0

Unemployment Rate 39.7 21.4 14.7 16.1 10.0 28.6

Percent Female Wage 
Earners 12% 20% 35% 45% 48% 43%

b
Median Family Income $3,661 $2,049 $6,316 $5,258 $13,062 $6,086

c
Median Education 3.7 5.4 5.6 6.2 9.2 8.5

d
Percent Not Married 32% 32% 30% 39% 47% 49%

Household Size 6.4 5.8 5.7 5.2 4.6 4.9

Percent In-Migration 6.4 6.0 11.3 5.6 6.0 5.0

NS Inupiat Population (1603) — (2400) — (3225) —

NANA Inupiat Population — (3212) — (3860) — (4120)

3 Suicide rates were computed for three periods: 1960-1966, 1967-1973 and 1974- 
1980.
Income reported in 1967 U .S . doll irs. 

c Adults 2 J and over.
Adults 18 and over.

SOURCE: U .S. Bureau o f the Cenws, Ccnsusofl'opulalion and Housing, I960, 1970, 1980 (Supplementary Re­
port); Alaska Department o f  Health and Social Services, Office o f Information Systems.
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Inupiat population worked in 1980, 
while in contrast only a fifth o f  the 
NANA Inupiat population worked in 
1980. Income differences also sharply de­
fine the two populations: level o f  family 
income increased 107% among the b orth 
Slope Inupiat between 1970 and 1980, 
while remaining virtually the same 
among the NANA Inupiat for the same 
period. This is to be expected given the 
development o f  an oil and gas extraction 
industry on the North Slope in the 1970’s 
and the creation o f  a regional government 
in the early 1970’s to channel the tax reve­
nues, creating more jobs for the North 
Slope Inupiat.

Examining the zero-order correlat ns 
(Table 2) o f  these same social and 
economic indicators shows that: one, none 
of these factors are significantly related to 
the suicide rate among the North Slope 
Inupiat; and two,all o f  th e se  factors are 
strongly related to the suicide rate among 
the NANA Inupiat. Many o f  the correla­
tions in the latter population are, how­
ever, highly intercorrelated, suggesting 
that some o f  the correlations may be 
spurious. In the former population

though, the low correlations between the 
social and economic factors and the 
suicide rate may mean that unmeasured 
situational and personality factors may be 
at work in producing the low level of 
suicide among the North Slope Inupiat.

In the event that certain factors might 
act to suppress th>; zero-order correlations 
among the North Slope Inupiat popula­
tion, a series o f  multiple regression 
analyses were undertaken. Such an analy­
sis (not shown here) revealed that the 
zero-order correlations are in fact real: 
none o f  the social and economic factors 
considered in this study are significantly 
related to the suicide rate among the 
North Slope Inupiat.

Regarding the Inupiat in NANA, 
three social and economic factors are also 
hypothesized to directly and significantly 
effect the suicide rate there (Figure I). 
These factors are: non-marriage, un­
employment, and education. In NANA 
as the proportion^ o f  “not married" in- 

_creastdj^the_ suicide rate increased sig- 
nificantly._This would appear to confirm 
Operational Hypothesis I , if it were not 
for the fact that the proportion of “not

marrieds” increased by about the same 
rate for North Slope and NANA Inupiat 
alike and that such an increase did not lead 
to more suicide on the North Slope. 
Another factor appears to be at work here.

Unemployment, however, did di­
rectly and significantly (p =  .0001) ef­
fect suicide in NANA. This would seen, 
to confirm Operational Hypothesis III, 
especially given the fact that both un­
employment and the suicide rate fell on 
the North Slope, as one would expect 
when chronic anomie fluctuates.

Concerning the effects o f  education 
though, level of education acfvally in­
creased more on the North Slope shan in 
NANA, but it did not directly and sig­
nificantly effect the suicide rate among 
the Inupiat in either region. This would 
seem to disconfirm Operation 
Hypothesis II, since the effects do not fol­
low the prediction.

D iscu ss ion
Since both regions share a common 

culture but experienced dissimilar 
economic activity in the 1970’s, economic 
development seems to emerge as the 
single most distinct, underlying factor

■--------------------------- ----------------------------------- :-- rfc--------- —-----------------
Table 2

Z e ro -O rd e r  Co rre la t ion s between S uu id e  Rates Among the Inuo ia t 
and Selected Indica tors , C on tro l l in g  for Region: 19 60 -1980

Suicide 
NS NANA

Education 
NS NANA

Not
NS

Selected Indicators3
Married Income 
NANA NS NANA

Nowork Female LFP 
NS NANA NS NANA

HH Size No. of 
NS NANA Years

Suicide — — (21)

Education -.09 .87 — — (21)

Not Married -.16 .86 .91 .99 — — ........ i
(21)

Income -.10 .71 .99 .86 .93 .91 (21)

No work -.01 .72 -.88 .77 -.62 .69 -.85 .34 — (21)

Female L F F -.01 .56 .94 .70 .74 .77 .93 .96 -.98 .08 (21)

H H S iz e .06 -.77 -.99 -.92 -.89 -.96 -.99 -.98 -.89 -.49 -.95 -.90 — — (21)

Mobility .26 -.83 -.24 -.98 -.61 -.99 -.29 -.92 -.23 -.66 .07 -.79 .20 .96 (21)

a Nowork refers to the level o f  unemployment. Female L F P  stands for Percent 
Female Labor Force Participation. H H  Size represents the Number of Household 
Members. Mobility refers to percent in-migration.

SOURCE; U .S. Bureau o f the Census, Census o f Population and Housing, I960, 1970, 1980 (Supplementary Re­
port); U .S . Department o f the In terior, 2 (c) Report, Federal Programs and A lu la  Natives, 1973; A lu la  Depart­
ment o f H ealth and Social Service*, Office o f Information Syitem i.
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Figure I. Path Analysis of Social an Economic Indicators on Suicide Among the Inupiat in NANA: 1960-1980. Female L F P  
refers to Female Labor Force Participation. H H  Size represents the Number of Household Members. Education X Unemploy­
ment refers to an interaction effect. (U .S . Bureau o f  the Census, 1980; U .S . Department o f  the Interior, 1973; Alaska D epar t­
ment o f  Health and Social Services, 1980).

that separates the North Slope from 
NANA. The substantial rise in the level 
o f unemployment among the NANA In­
upiat between 1970 and 1980, moreover, 
seem > to support the notion that an 
economic depression ravaged the regula­
tive, as well as the integrative, structure 
of the Inupiat community in NANA dur­
ing the 1970’s.

The way it ravaged the social structure 
in NANA appears to emerge clearly when 
considering the significant (p = .001) 
interaction effects of the rising levels of 
unemployment and education there. 
T rav is (1983) documented the fact that 
the more educated a young NANA Inup­
iat is the more likely that individual h  to 
"ommit suicide. Indeed, the effects of 
education in particular and of moderniza­
tion in general have been pernicious: 
modern education, in its historic attempt 
to prepare the Inupiat only for 
mainstream society, has uprooted the 
traditions of Inpuiat society in NANA 
and replaced them with unattainable 
economic goals and aspirations. These re­
main unattainable because during an 
economic depression the merns to achiev­
ing economic success are blocked. Thus, 
young Inupiat are inclined to become 
separated both from their own and the 
non-Nativc culture, and once confronted 
with loss o f  meaningful relationships, or 
a series of failures, they tend to drink and 
to kill themselves with increasing fre­
quency (Travis, 1983).

This not wit! s tandby , unemployment 
itself appears to be the prmcipal factor 
that adversely effected suicide i.: NANA, 
particularly between 1970-1980 when 
unemployment among the Inupiat regis­
tered about four times higher than the 
U .S . natidfia1! average. I f  the extent df 
“discouraged workers” were known, the 
association between unemployment and 
suicide would no doubt be even greater. 
Thus this study probably understates the 
real effects of chronic unemployment on 
suicide among the NANA Inupiat.

Conclusion 
The Findings contradict Durkheim ’s 

contention that suicide necessarily in­
creases during economic upheavals, re­
gardless whether ecc.iomic depression or 
prosperity occurs. What matters, argued 
Durkheirr , is the acute, abrupt, abnor­
mal effects o f  economic crises. During

these crises society tends to be momentar­
ily incapable o f  exercising its restraining 
influence on individuals, who then face a 
state o f  social deregulation or anomie. As 
regards the Inupiat though, both the 
North Slope and NANA experienced an 

'  economic upheaval in^the 1970’s -o n c  for 
the better and one for the worst. But D u r ­
kheim’s theory only predicts the state o f  
social deregulation in NANA whereas 
anomic did not appear to plague the 
North Slope. This implies that in regions 
undergoing transformation from a tradi­
tional to a modern society suicide may not 
pose a significant problem du ring  
economic development.

Another contradiction arises when 
considering the effect modern education 
has on the suicide rate. Durkheim  
hypothesized that as the level o f education 
rises so does the level o f  suicide. Th is  re­
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suits, Durkheim argued, because modern 
education usurps traditions and customs 
and replaces them with individualistic, 
unsatiable goals and aspirations. As indi­
viduals come to demand more from life, 
relative deprivation sets in and the suicide 
rate rises. However, among the Inupiat 
modern education in-and-of-itself was not 
observed to foster suicide. 'I'he educa­
tional level rose faster in the 1970’s 
among the North Slope Inupiat than 
among the NANA Inupiat, while the 
suicide rate increased significantly more 
among the latter. This suggests that the

social structure of Inupiat society can ac­
commodate modern education and accul­
turation as long as the basic economic 
needs of the Inupiat are met.

Finally, the interaction effects of 
economic development and education, for 
instance, suggests that the extremely high 
suicide rate among the NANA Inupiat is 
a mixed-type o f  suicide—that is, egoistic- 
anomic suicide. Durkheim accounted for 
this in his theory ofsuicide:

Two factors o f  su icide, especially, 

have a pecu lia r a ff in ity  fo r one 

another: namely, egoism  and anomy.

We know  that they are u sua lly  m erely  

two d ifferen t aspects o fone socia l state; 

thus it is  not su rp r is in g  that they 

shou ld  be found in  the sam e in d iv id u a l 

(D u rkh e im , l 9 S I , p .  2S S ).

In sum, the interaction between 
economic development and modern :du- 
cation, between poverty and the loss of 
tradition, is significantly associated with 
the sharp rise in the suicide rate among 
the NANA Inupiat in the 1970’s. Where 
economic devcloment, however, has al­
lowed the Inupiat to achieve the goals and 
aspirations engendered by a modern edu­
cation, the suicide rate has approximated 
the national average. I
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FO R EW O R D

The Center on Budget and Policy Priorities has produced a report v,;,;ch I believe 

will help change the very  terms of the debate in this country over poverty and economic 

vulnerability. Between its covers, the careful reader w ill find a complete and disturbing 

portrait of the all too real human conditions, not only o f America’s poor, but also o f all 

Americans who remain vulnerable to a single development that could force them into pover­

ty — developments such  as the loss of a job , or illness or death in the fam ily .

The data presented in this report arc also a graphic indictment of governmental policies 

at both federal and state levels — policies that have taken from many who are poor or 

vulnerable, while g iv in g  to the wealthy and many large corpon/ions. This approach could 

have serious consequences for the future o f our country.

Fortunately, we now  nave the Center’s detailed analysis of past policies and current 

conditions. This represents a first step toward correcting these problems; but it w ill re­

quire renewed commitment from all Americans — poor, rich, and middle income alike 

— to restore the Am erican dream. Many o f us alreao •' working to these ends regard this 

report, along with other work from the Center on Budget and Policy Prioi itic s, a s a crucial 

resource to aid in th is  task.

Arthur S. Flem m ing

(Secretary fM -’ Uh, Education and Welfare under President Eisenhower; Com m issioner 

of Aging and Cha.i o f  the U .S. C iv il R ights Commission under Presidents N ixon, Ford 

and Carter]
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INTRODUCTION

Not too many years ago, poverty and the liv ing conditions o f low and moderate income Americans were central 

issues on the American political scene. Now, less attention is given to these matters. Other issues -  the deficit, the 

defense build-up, our foreign trade problems, arms control — are more in the spotlight.

W hile low income issues have receded from national attention, some progress made in earlier years in reducing 

poverty and in tempering extremes o f economic inequality has been reversed Today, poverty is higher than in any 

other non-recession year in nearly two decades.

Equally important, the gap between the incomes o f affluent Americans and those o f low and moderate incomes 

is grow ing and has now reached its widest point since the end o f World War II. Important changes in the fabric of 

American society seem to be taking place.

This report is being written in the hope o f bringing renewed attention to these issues — and renewed interest in 

efforts to address them.
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I. GROWING INEQUALITY IN AMERICAN SOCIETY
Today in America there is a grow ing trend toward greater inequality of income between rich and poor. There are 

now wider gaps between the affluent and those o f more limited means than our country has witnessed in close to 40  

years. Americans o f moderate incomes as well as those classified as poor have lost ground, while wealthy Americans 

have surged ahead.

C ensus data on grow ing inequality

New data issued by the Census Bureau in late August 1985 show that the gap between upper income and lower 

income American fam ilies has been grow ing and is now wider than at any time since the end o f World W ar II.

• The gap between upper and lower income fam ilies is now wider than at any time since the Census Bureau began 

collecting these data in 1947.

• The Census data show that in 1984 ,*  the poorest 40  percent o f ah families (those with incomes below $21 ,700 ) 

received only 15.7 percent o f the national income, the smallest share since 1947.

• Fam ilies in the middle lost, as w e ll. The 2 0  percent o f families with incomes in the middle o f the income scale 

received 17 percent of the national income last year, their lowest share since 1947.

• At the same time, the wealthiest 4 0  percent o f U.S. fam ilies received 67 .3  percent o f the national income, their 

largest share since 1947.

• This trend has escalated sharply since 1980. The Census data show that the typical (or median income) fan ily 

in the bottom 40  percent o f the population had $470  less in income in 1984 than in 1980 vaftcr adjusting for 

inflation). But the median family in the top 4 0  percent had $1 ,800  more in income than in 1980 — and the median 

family in the richest 10 percent o f the population had $5 ,0 00  more in income than in 1980.

• I f  the shares of national income had been the same in 1984 as in 1980, the poorest fifth o f all fam ilies would 

have received $8 billion more in income. The wealthiest fifth would have received $25 billion less.

The trend toward increasing inequality has been even more marked among fam iiR s'w ith  children.

• A recent analysis o f Census and other data by the Joint Economic Committee (JEC ) o f the Congress found that 

from 1979 to 1984, average family income for the poorest fifth of all fam ilies with children plunged 23 .8  per­

cent, after adjusting for inflation. In addition, the JEC lound that the average income of the next-to-poorest fifth 

o f fam ilies with children dropped 14 percent, while the average income o f the middle fifth of these families 

fell 10.5 percent. Only one group o f fam ilies with children came out ahead — those in the wealthiest fifth.

• The JEC  also examined income trends from 1973 to 1984 and found that over this 11 year period, the incoir 

o f low and moderate income fam ilies with children suffered even larger declines. Average family income fu. 

the poorest fifth o f all fam ilies with children fell 34 percent over this period, after •'djusting for inflation. This 

means that average incomes for the poorest fifth o f all families with children in our society are now one-third 

lower (or over $3 ,0 00  a year lower) than in. 1973. The next-to-poorest fifth o f families with children suffered 

an average family income loss o f 2 0 .2  percent over this same period.

S im ila r trends in after-tax income

The gap between upper and lower income fam ilies is nearly as wide when after-tax income is examined.

• Census data show that all income groups except the richest fifth had less after-tax income in 1983 than in 1980 ** 

The richest fifth o f U.S. households averaged $1 ,4 80  more in after-tax income in 1983 than in 1980 (after l j - 

justing for inflation) and households in the top 5 percent had $3 ,320  more in after-tax income. On the other

♦1984 is the latest year for which income distribution data are available.
*•1983 is the latest year for which after-tax income data are available frcm the Census Bureau.
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hand, households in the poorest fifth averaged $190  less in after-tax income than in 1980 and households in 

the next-to-the-bottorr fifth averaged $480  less. Households right in the middle were also hit — households in 

the middle fifth averaged $560  less in after-tax income in 1983 than in 1980.

• Further evidence comes from the Urban Institute, one of the nation’s most r.apeced  research institutions. 

Exam ining recent trends in income distribution, a 1984 study by the Institute (The Reagan Record) estimated 

that from 1980 to 1984, there was a transfer o f $25 billion in disposable income from poor and middle income 

families to fam ilies in the richest fifth o f the population.

• ‘‘D isparities between the incomes o f poorer fam ilies and those o f more affluent fam ilies grew markedly over 

the 1980-1984 period ." the Urban Institute found. Since 1980, the In s ta te  reported, "fam ilie s at the top of 

the income distribution have gained substantially; those in the bottom two-fifths have actually lost all the ground 

they had gained [in terms o f receiving their share o f the national incomcj over the two preceding decades."

• The Urban Institute also found that black fam ilies were especially hard hit, with the typical middle c lass black 

family losing ground as well as the typical poor black family. The Institute reported that “ black fam ilies fared 

relatively poorly over the past four years . . . their incomes declined both absolutely and relative to the income 

o f wh ites.”

•  1984 is Ihe tales! year for which income distribution data are available.
••IS '83 is the latest year for which after-tax income dala are available from the Census Bureau.
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II. THE RESURGENCE OF POVERTY AND THE STATUS OF LOW INCOME AMERICANS

Along with a growing trend toward inequality, wc have also witnessed a resurgence o f poverty in America. Poverty 

is far more extensive today than it has been in quite some time. The poverty rates for each of the past three years 

have been well above the poverty rates of the 1970s and higher than the poverty rates for any year since the m id-1960s.

• In 1984, 14.4 percent o f Americans — or one in every seven — had incomes below the official poverty line 

($ 1 0 ,6 0 9  for a family o f four in 1984 ).*

• This is the highest poverty rate since 1966, except for the recession years o f 1982 and 1983. The poverty rate 

is now the highest for any non-recession year in nearly two decades and higher even than during the major recession 

o f 1975.

• There are now 33 .7  m illion Americans below the poverty line. This is 4 .4  m illion more poor persons than there 

were in 1980 and 9 million more than there were as recently as 1978.

The poverty drop in 1984 w as d isappo intingly  sm a ll

In 1984, the poverty rate dropped to 14.4 percent from 15.2 percent in 1983. Unfortunately, this modest decline 

in the poverty rate is not a sign that the problem is being solved.

• The one year drop in the poverty rate was largely attributable to reductions in unemployment. The unemploy­

ment rate dropped from 9 .6  percent in 1983 to 7 .5  percent in 1984, the largest single year drop in recent decades. 

Given this large reduction in unemployment, ihe reduction in the poverty rate to only 14.4 percent is disappointing.

• The poverty rate now appears to be substantially higher than it should be relative to the unemployment rate. 

In 1976 and 1977 — when the unemployment rate was at levels comparable to the unemployment level for 1984 

— the poverty rate was 11.6 percent to 11.8 percent. Now, although unemployment is down to 1976-1977 levels, 

the poverty rate is nearly three percentage points higher than it was in those years. Had the poverty rate followed 

the unemployment rate back to 1976-1977 levels, s ix  m illion fewer Americans would be poor today.

• Poverty rates rose steadily from 1978 to 1983, a period marked first by high inflation, then high unemployment, 

large budget cuts in programs for low income persons, and continuing demographic changes. The 1984 poverty 

figures indicate that the effects o f the economic and policy changes o f recent years have not been reversed much 

by the economic recovery.

• Moreover, little or no significant further drop in po\crty is expected in 1985. Changes in the poverty rate are 

closely related to changes in the unemployment rate and in real weekly earnings (weekly earnings adjusted for 

inflation). When unemployment drops and real weekly earnings rise significantly, poverty almost always declines. 

The unemployment rate has stayed in the 7 .0  to 7.5 percent range for all o f 1985, however. In addition, real 

weekly earnings for the population as a whole are only slightly above their level o f a year ago, and real weekly 

earnings for blacks and for women heading fam ilies have actually declined. This indicates there is not likely 

to be much o f a drop in poverty in 1985.

• With the economy seemingly unable to bring unemployment below 7 percent and with the rapid economic growth 

o f 1984 behind us, poverty rates may well be stuck at a new plateau (in the 14 percent range) for a number 

o f years to come — a plateau thal is  at substantially higher levels than poverty has been in this country for nearly 

twenty years.

Poverty rates for m inorities are especially h igh

Poverty rates are much higher for m inorities than for other Americans. B lacks are three times as likely as whites

*1984 is the most recent year for which poverty statistics are available.
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to live in poverty. Hispanics are more than twice as likely as non-Hispanic whites to live in poverty. Nevertheless, 

most Americans who are poor are white, non-minority persons.

• The poverty rate for blacks was 3 3 .8  percent in 1984, meaning that one of every three blacks lived in poverty. 

Th is compares to an 11.5 percent poverty rate for whites. Nearly 9 .5  m illion blacks were poor last year.

• The number of poor blacks, like the total number o f all poor persons, has increased substantially in the last 

six  years. In 1984 there were nearly 2 m illion more blacks in poverty than in 1978, before the increase in poverty 

began.

• Among H ispanics, more than one of every four (2 8 .4  percent) lived in poverty in 1984. This translated into 

4 .8  m illion H ispanics with incomes below the poverty line.

• While poverty rates for most groups went down in 1984, the poverty rate for Hispanics did not decline. Between 

1983 and 1984, the Hispanic poverty rate edged upward from 28.1 percent to 28 .4  percent (although this in ­

crease is too small to be considered statistically significant). More important, there appears to be a longer-term 

trend in which the Hispanic poverty rate is moving closer to the black poverty rate, which has long been the 

highest poverty rate for any racial or ethnic group.

• Among H ispanics, the poverty rate is highest for Puerto Rican-Americans (4 3 .2  percent). The poverty rate for 

Mcxican-Amcricans is also high (2 8 .3  percent).

• Nevertheless, while the poverty rate is lower for non minorities than for minorities, the great bulk of those who 

arc poor arc white. Of the 33 .7  m illion Americans poor in 1984, 23 million — or more than two-thirds — were 

white.*

So arin g  poverty rates among children

Poverty is a particular problem among children, especially young children Poverty rates among children have 

soared in recent years. Children arc now far more likely to be poor than adults arc.

• Fifteen years ago, the child poverty rate stood at 13.8 percent. Today, the child poverty rate has climbed to 

2 1 .3  percent. Over 13.4 m illion children now are poor.

• No other segment o f U.S. society has experienced such a striking increase in poverty. In fact, the poverty rate 

for children is now nearly double the poverty rate for adults.

• For the most vulnerable children — those under the age o f six — the poverty rate is even higher. Almost onc- 

quaitcr (24  percent) o f all children under six  live in poverty.

For minority children, the situation is even more grim .

• Black and Hispanic children have poverty rates that are substantially higher than the poverty rates for other children. 

Among black children, nearly half (4 6 .5  percent) are poor. Among Hispanic children, nearly two o f every five 

(39  percent) arc poor.

• The highest poverty rates, however, are those for children who arc black or Hispanic and who are also very 

young. In 1984, more than h a lf  ( 5 1.1 percent) o f a ll black jhildrcn under six  lived in poverty. This is the b: hest 

rate of poverty the Census Bureau has ever recorded for young black children since Census began collecting 

these data in 1970.

• Poverty rates have also increased rapidly for young Hispanic children. In 1984, 4 0 .5  percent o f a ll H ispanic

'Included in Ihe 23 million white Americans who are poor are those poor Hispanics who are white. Persons of Spanish origin may be o f any race.
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children under six  lived in poverty, up sharply from 2 9 .2  percent ju st five years earlier. This means that an 

additional 11.3 percent o f young H ispanic children fell into poverty from 1979 to 1934, representing one o f 

the most rapid increases in poverty for any racial, ethnic, or age group in America during this period.

Poverty roost serious for children In persistently poc/ families

Of those children who are poor, many are poor for a few years and then climb out o f poverty when their fam ilies' 

economic status improves. But some children are poor for much longer periods. Poverty is most serious for these children.

• A report by the Congressional Research Service (CRS) found that two •birds o f the children who are poor at 

any time during a 15-year period remain in poverty for no more than four years. The characteristics o f these 

children, in terms o f race and the type o f family in which they live , are sim ilar to those o f the general U .S. 

population.

» However, CRS also found that one out o f every seven children who are poor at some time over the 15-ycar 

period remains in poverty for at least 10 o f the 15 years. These "persisten tly " poor children spend two-thirds 

or more o f their childhood in poverty. Ninety percent o f persistently poor children are black, most do not have 

a father in the home and live in rural areas and in the South.

• The CRS report also found large differences between black and white children in the dynamics o f poverty. Near­

ly ha lf (45  perce nt) o f black children arc born poor, and the average black child can expect to spend more than 

5 years o f his or her childhood in poverty. By comparison, only 15 percent o f white children arc bom poor, 

and the average white child can expect to spend less than 10 months in poverty during his or her childhood.

• While CRS found poverty among white children more likely to be short-term and caused by changes in the com­

position o f the family (such as divorce or separation) or changes in family earnings (such as due to a layoff), 

the report concluded that poverty among black children was o f longer average duration and not as often related 

to changes in family composition or earnings.

S ign ifican t num bers o f elderly persons rem ain poor

The nation has made great progress in reducing elderly poverty — from 35 .2  percent in 1959 and 2 4 .5  percent 

in 1970 to 12.4 percent in 1984. This progress has been due in large part to increases in Social Security benefits and 

coverage and to regular cost-of-living adjustments in Social Security, as well as to the Supplemental Security Income 

(SS I) program for the aged and disabled poor, which was instituted in 1974 and is also indexed to keep up with in fla­

tion. Nevertheless, a significant number o f elderly persons still live in poverty and many more live not far above the 

poverty level.

• The poverty line in 1984 was $ 4 ,9 79  for an elderly person liv ing alone and $6 ,282  for an elderly couple. There 

were 3 .3  m illion elderly Americans liv ing below these poveity lines in 1984.

• Many more elderly r ersons live just above the poverty line. While the proportion o f the elderly who are poor 

(1 2 .4  percent) is slightly lower than the overall U .S. poverty rate (1 4 .4  percent), the proportion o f elderly who 

live below 125 percent of the poverty line slightly exceeds the percentage o f the general population in this income 

bracket — and the proportion o f elderly below twice the poverty line significantly exceeds the percentage for 

the population as a whole.

• Nearly half (4 6 .2  percent) o f elderly persons live below twice the poverty line. This means they have income 

below $9 ,9 58  for an elderly person liv ing  alone and l>elow $ 1 2 ,56 4  for an elderly couple.

• Nearly three quarters (7 1 .2  percent) o f the elderly poor are women. Not only are there more elderly v/omen 

than eldetiy men (because women tend to live longer), but the poverty rate among elderly women is nearly tw ice 

the poverty rate among elderly men.
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• Two-thirds (6 7 .9  percent) o f poor elderly women arc widows and one out o f every five elderly widows lives 

in poverty.

• Over half of the elderly poor rely solely on payments from the Social Security and Supplemental Security In­

come programs. These elderly persons have little hope o f ever ra ising their incomes above the poverty level.

• Elderly members o f minority groups are more likely than other elderly persons to be poor. The poverty rate 

among the b lack elderly is 31 .7  percent — three times as high as the poverty rate among elderly who arc white 

(which is 10 .7 percent).

• For Hispanic elderly persons, the poverty rate (2 1 .5  percent) is twice as high as among the white elderly.

• Among elderly persons who are members o f minority groups and arc also women liv ing alone, poverty rates 

arc especially high. Over half (5 6 .8  percent) o f all elderly black women who live alone arc poor.

• Poverty rates arc also higher among elderly persons o f more advanced age. Poverty can be particularly serious 

among this group — not only are their incomes low and earnings opportunities scarce, but they also arc more 

likely to have exhausted the assets they may have accumulated during their younger years. In general, the older 

an elderly person is , the more likely he or she is to be poor.

Female-headed fam ilie s and  poverty

Poverty is especially pervasive among female-headed families. Persons liv ing in families headed by a single woman 

arc more than three times as likely to be poor as families headed by a married couple or a single man.

• Over one-third (34  percent) o f all persons liv ing in female-headed fam ilies arc poor, compared to 9 .3  percent 

o f persons in other fam ilies.

• Persons in fam ilies headed by a minority woman are even more likely to be poor. Over half (52 .9  percent) of 

persons in fam ilies headed by a single black woman are poor. An even larger percentage (5 4 .3  percent) o f per­

sons in fam ilies headed by a Hispanic woman are poor.

• The poverty rates arc especially stunning for minority children who live in female headcd-households. Nearly 

two-thirds (6 6 .2  percent) o f all black children liv ing in female-headed fam ilies are poor. Among Hispanics, 7 1 .0  

percent o f all children in female-headed fam ilies are poor, g iv ing these children the dubious distinction o f having 

the highest poverty rate o f any group in the U.S. population.

• Currently, almost ha lf o f all persons in poverty (4 8 .8  percent) live in fam ilies headed by single women — and 

over half o f a ll poor children live in female-headed fam ilies. Over the last 25  years, the proportion o f the poor 

liv ing in female-headed fam ilies has increased dramatically. In 1959, just 2 6 .3  percent o f all poor persons lived 

in fam ilies headed by a woman.

Increases in the number o f female-headed households arc not the cause of the recent sharp increases in poverty, however.

• Increases in the number o f female-headed households account for little o f the large increases in poverty since 

the late 1970s. The proportion o f poor fam ilies headed by a single woman is actually lower now than it was 

in the late 1970s. In recent Congressional testimony, Mary Jo Banc, one o f the nation’s leading poverty re­

searchers (and now executive deputy commissioner of the New York Slate Department of Social Services), reported 

that “ family-composition changes [ i .e ., increases in the number o f female-headed households) contributed almost 

nothing to the sharp increase in poverty that occurred between 1979 and 1 983 .” In addition, Census data show 

that the bulk o f the persons added to poverty since 1979 are persons who do not live in female-headed fam ilies.

• The major increases in poverty in recent years rellect, in part, the fact that poverty has again become more 

pervasive among other segments o f the population. Poverty has grown even faster among other population groups 

in recent years than among female-headed households.
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• It should also be noted that although female-headed fam ilies arc more likely than other family types to live in 

poverty, neither divorce nor births to unmarried mothers are the primary causes o f poverty. Other important 

new research by Bane shows that many poor female-headed fam ilies, especially poor fam ilies headed by a black 

single mother, were poor before divorce, separation, or the birth o f a child to an unmarried mother (two-thirds 

o f poor black female households heads were poor before the family breakup or the birth o f an out-of-wedlock 

ch ild ). Bane 's work shows that many persons in female-headed households whc live in poverty would be poor 

even if  they lived in intact fam ilies.

• Banc has also found that if  the proportion of black fam ilies headed by a woman had been as low in 1979 as 

it was in I9 6 0 , the black poverty rate would have been reduced only from 31 percent to 24 percent that year 

— and would still have been more than double the white poverty rate.

• F ina lly , work by Banc and David Ellwood of Harvard University, which was completed last year and is w idely 

regarded as the most important '-search yet conducted on welfare and family structure, found tfw1 the av a il­

ability o f welfare does not lead to increased numbers o f out-of-wedlock births and has only a mild impact on 

divorce and separation rates (although welfare may encourage single mothers to live alone with their children 

rather than with relatives). Banc and Ellwood found that states with higher welfare benefit levels do not have 

higher rates o f illegitimacy than states with low benefit levels.

S h a rp  increases in the w ork ing poor population

I f  growth in the number o f female-headed families has played a smaller role than is generally understood in spurring 

increases in poverty since the late 1970s, another factor — namely large increases in the ranks o f the working poor 

— has had a larger role than is widely realized. The numbers o f persons who work but are still unable to escape poverty 

has grown dramatically in recent years.

• The number o f prime working-age individuals (those persons aged 22 to 64 ) who work but are still poor has 

soared, increasing by more than 60  percent since 1978.

• Of all poor persons who head fam ilies, nearly half (4 9 .2  percent) now work at some point during the year.

• Moreover, the number o f persons who work full-time year-round and arc still poor now stands at over 2 m illion. 

This number has increased by two-thirds since 1978.

• In 1983, there were 2 .5  m illion children liv ing in fam ilies where a worker was employed full-time year-round 

but the family remained poor, according to the Congressional Research Service.

• In fact, most o f the poor family heads whi m the public thinks should work actually do work during the year. 

Research by Sheldon Danzigcr and Peter Gottschalk o f the Institute for Research on Poverty at the University 

o f W isconsin indicates that most family heads who do not work during the year arc elderly, disabled, students, 

or single mothers o f small children. (Danziger and Gottschalk found that 53 percent o f all heads of households 

in poverty arc over 65 , disabled, full-time students, or single mothers with children under 6 '

This raises an important question. Why are there so many more persons than in the past who are working but 

arc still poor? One major factor has been that a sharp drop in the purchasing power of the minimum wage has pushed 

many working fam ilies into poverty.

• The minimum wage has not been adjusted in nearly five years — since January 1981 — while inflation has raised 

consumer prices nearly 25 percent during this period. In other words, the minimum wage now provides a standard 

o f liv ing nearly 25 percent lower than it did in January 1981.

• Fam ilies with only one wage earner, working at the minimum wage, are now almost certain to be poor. In 1978, 
a family o f four with one person working full-time, year-round at the minimum wage fell $1 ,150  below the 

poverty line . In 1985, such a family fa lls more than $ 4 ,0 0 0  below the projected poverty line. In 1978, a fam ily 

o f three with a full-time minimum wage earner was above the poverty line , today, this family is $ 1 ,6 00  below
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the poverty line. And in 1978, a family o f two (a parent and a child) with a full-time minimum wage earner 

was $ 1 ,3 0 0  above the poverty line. Today, this fam ily, too, falls into poverty.

• Even a family o f four with two wage earners — one working full-time at the minimum wage and one working 

half-time at the minimum wage — is now poor.

• Large numbers of other jobs with wages pegged slightly above the minimum wage now also fail to provide enough 

income to escape poverty.

This trend toward increasing numbers o f fam ilies that work but arc still poor is likely to intensify in coming years.

• No future adjust ients in the minimum wage have been enacted — and it is extremely unlikely that any adjust­

ment (which requires passage o f legislation by Congress and approval by the President) w ill be made for at least 

several more years. As a result, the minimum wage w ill fall further below the poverty line each year, and the 

number o f fam ilies who work hut still fall into poverty is expected to increase further.

• This is a particular problem for female-headed fam ilies. Single-parent fam ilies arc usually limited to one earner, 

and women occupy a disproportionate share of minimum wage and other low-paying jobs.

• The fact that single-parent, one-earner fam ilies arc expected to continue their rapid growth in the years ahead

— combined w ith the prospect of further erosion of minimum age levels compared to the cost-of-livii j  in coming 

years — suggests that there are likely to be further large increases in the number o f women who try to work 

and raise fam ilies at the same time, but who remain poor.

The poor are getting paorer

Not only has the number o f persons in poverty increased sharply in recent years, but those who are poor arc grow­

ing poorer. The proportion o f the poverty population falling into ihe “ poorest o f the poor" category is growing, and 

the typical poor family falls further below the poverty line than it has in the past.

• The proportion o f the poor who fall below 5 0  percent of the poverty line has been increasing in recent years. 

These are the poorest o f the poor.

• In 1984, 12 .8  m illion pv.-'~ -' or nearly four o f every ten poor persons (3 7 .9  percent) — had an income below 

half of the poverty line. In 1980, one-third of the poor fell below half the poverty line, and in 1975, less than 

30 percent o f the poor fell below this level.*

• L ikew ise , the proportion o f fam ilies with real incomes (incomes adjusted for inflation) below $5 ,000  a year

— a level far below the poverty line — has increased dramatically, rising 39  percent just since 1978.*

• Even more important, the “ poverty gap” has widened. The poverty gap is the total amount of dollars by which 

the incv.r.es o f all poor fam ilies and individuals fall below the poverty line. In many ways, it is the best overall 

measure o f poverty status, because it reflects changes both in the number o f persons who are poor and in how 

poor they arc.

• Census data show that the poverty gap exceeded $45 billion in 1984 — and was higher than the poverty gap 

recorded for any year since 1980, except for 1982 and 1983. (These poverty gap figures are adjusted for infla­

tion; poverty gap figures are not available for 1961-1964 or 1966.)

• Perhaps of the greatest significance, the typical (or median) poor family fell $ 3 ,6 66  below the poverty line in 

1984 — further below poverty than for any other year for which the poverty gap has been measured, with the

•The numbers of persons wiih incomes below 50 percent of Ihe poverty line and the numbers of persons with incomes less than $5,000 include some 
persons with substantial amounts of financial resources who, due to farm or business losses, or other reasons, show very low incomes.



sole exception o f 1983. (F igures on the amount by which the typical poor family’s income falls below the pover­

ty line are available, on an inflation-adjusted basis, for all years back to 1959 except for 1961-1964 and 1966.)

Symptoms of poverty: hunger, homelessness, and infant mortality

Accompanying these increases in the extent and the depth of poverty of recent years have been reports of growing 

hunger and homelessness throughout the country. In addition, progress in reducing infant mortality, which remains 

higher in the U .S. than in most other industrialized nations, now appears to be faltering.

• A number o f studies have documented the increased demand for emergency food assistance in recent years. In 

1983, the Center on Budget and Policy Priorities surveyed 181 emergency food providers and found that be­

tween February 1982 and February 1983 the number o f people coming to these providers for soup kitchen meals 

or emergency food baskets increased by 50  percent or more for more than half o f the providers. In 1984, the 

Food Research and Action Center reported thal the nationwide demand for emergency food supplies had in­

creased by 20  percent between 1983 and 1984. In 1985, the U .S. Conference o f Mayors surveyed 21 cities and 

reported that in 70 percent o f the cities, demand for emergency food supplies exceeds the amount available.

• The number o f homeless persons has also increased considerably. A survey o f emergency shelter needs in 83 

cities by the U .S. Conference o f Mayors found thal the number o f homeless persons served by shelters increased 

71 percent from 1982 to 1983. A survey by the state o f New York found that on an average night in 1983, 

2 0 ,2 1 0  persons spent the night at emergency shelters or publicly-purchased hotel rooms in the state.

• Another indicator of liv ing conditions in low-incomc communities is the infant mortality rate (the proportion 

o f all infants born who die before their first birthday). In spite of new developments in medical technology, 

the infant mortality rate in the U .S. is higher thar. u.c corresponding rate in 15 other countries, including Singapore 

and nearly all other western, industrialized nations.

The infant mortality rate for U .S. infants who are poor is even higher. Statistics collected on newborns do not 

include the income of the child’s parents, so infant mortality among the poor cannot be measured directly. However, 

the race o f the child is noted, and since the poverty rate among blacks is much higher than among whites, race 

is often used as a proxy for income status. Among blacks in this country, the infant mortality rate is nearly 

twice what it is for whites. B lacks in the U .S. had the same infant mortality rate in 1980 as infants in Cuba, 

and a higher infant mortality rate than in 25  other countries.

In recent months, leading medical professionals have voiced increasing concern that progress in reducing infant 

mortality in the U.S. now seems to be faltering. From 1982 to 1983, the preliminary infant mortality rate dropped 

by only 2 .7  percent and from 1983 to 1984, it dropped ju st 2 .8  percent. Not since 1964 and 1965 has infant 

mortality declined so little for two successive years. For. one group o f infants, infants aged one month to one 

year, the death rate actually rose in 1983.

In addition, infant mortality rates appear to have risen in some poor rural areas. The combined infant mortality 

rate for the 85 poorest rural counties rose significantly from 1981 to 1983, according to a recent study by Public 

Voice for Food and Health Policy, a non-profit organization in Washington, D .C .
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III. THE VULNERABILITY OF AMERICAN FAMILIES TO POVERTY AND ECONOMIC DISLOCATION

Many Americans who are not low income regard the data on poverty conditions as not affecting them. A common 

belief is that the poor are a distinct group who live in poverty much of their lives and arc part of a “ culture o f poverty" 

that extends from generation to generation.

This belief is  largely incorrect. Thanks to the pathbreaking Panel Study o f Income Dynamics which tracked families' 

incomes over more than a decade, there is  better information than ever before on fam ilies' income patterns over time.

The data show  that most fam ilies who are poor move in and out o f poverty within a few years and are not poor 

for an extended stretch o f time. But the data also show that over a period such as ten years, large numbers o f Americans 

— a quarter o f the entire population - -  arc poor at least some o f the time.

These data demonstrate that m illions o f moderate and middle income Americans who arc not poor to:Jay are likely 

to be poor at some point in the next decade. The vulnerability of moderate and middle income fam ilies to economic 

dislocation and poverty is far greater than is commonly realized.

• The data from the Panel Study o f Income Dynam ics, conducted at the University o f M ichigan, have been analyz­

ed by Greg J. Duncan and his colleagues in Years o f Poverty, Years o f Plenty. The data show that most families 

who arc poor actually move in and out o f poverty, as they gain or lose jobs (01 better-paying jobs), as marriages 

d isso lve, infants arc born, etc. This means that most of those who arc poor in a given year have not been poor 

(and w ill not remain poor) for an extended stretch of time.

• In fact, Duncan found that about one-third o f the individuals who arc poor in any given year climbed out of 

poverty by the following year. He also found that the majority o f the poor were not poor on a “ long term" 

basis. Only about one-third o f those poor in any year had been poor for at least eight o f the preceding ten years.

• But Duncan 's findings sign ify something e lse , as well — that over a number of years, a very large number of 
Americans will be poor for at least some period o f time. Duncan found tha aver the ten-year period from 1969-1978, 

one-quarter o f the entire U.S. population had lived in poverty for at least one year.

• During the 1980s, a period whdTTpovcrty rates arc higher than they were in the 1970s, the proportion of the 

population that w ill be poor at some point should be even greater.
A

• Duncan a lso  found that while those who are long-term poor (poor at least eight out o f ten years) are dispro- 

- ‘ -portionatcly black or female-headed households, those w h o j r q ^ y r  for shorter periods o f time are not much

different from the general population — and are predominantly white and in other types o f fam ilies.

• These Findings indicate that million., o f persons not currently in poverty arc nevertheless vulnerable — and are 

likely to be poor at some point in the next decade.

V
The vu lnerab ility  o f dislocated w trk e r s

A prime example o f the vulnerability o f • '.y American families to major income loss is provided by a recent

federal government study o f workers permanently displaced from their jobs over the past five years. Several years 

later, most o f these workers arc still either unemployed or working at lower-paying jobs.

• The Department o f Labor conducted a special study o f 5.1 million workers whose jobs were abolished between 

January 1979 and January 1984.

• The study found that in January 1984, 4 0  p< rcent were either still unemployed or w e e  out of the labor force.

• Of the remainder, about half were employed cither part-time or at jobs with lower weekly earnings.

• The large majority o f these w ork,,re ’bus suffeted substantial income losses for extended periods o f time after 

their jobs were abolished.

• The experience o f these 5 .1  m illion workers is  likely to be repeated — and to affect some m illions o f other
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Proportion of L' Ss Population 
Poor at Any Time 

in Ten-Year Period

Source: Greg J. Duncan, Years o l Poverty, Years of Plenty: The Changing tccnom ic  Fortunes of 
Am erican  Workers and  Families, institute (or Social Research, Unjjersity of Michigan. 1984.

Reprinted with permission of Institute for Social Research.
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workers — in coming years. In the most recent recession, to a greater extent than in previous recessions, many 

workers w ho were laid off were never rehircd by their employers. Even during economic recovery, major com­

ponents o f the manufacturing sector have continued to decline. With intense foreign competition, an overvalued 

dollar, record trade imbalances, automation, and a continued shift from a manufacturing-oriented economy to 

more o f a service-oriented economy, plant closings and job losses w ill continue in many areas. Fam ilies that 

today have a small margin o f economic comfort w ill in many cases find themselves economically vulnerable 

at some future point — and cast into low income status for at least a period o f time.

The problem o f persistently  h igh unemployment

The vulnerability of these fam ilies to unemployment, and subsequent income lo ss, has increased because unemploy­

ment rates arc now considerably higher than in the past.

• The current economic recovery has failed to bring unemployment below 7 .0  percent, a level that in the past 

usually indicated a recessionary period rather than a recovery period. In the 35 years from the end o f World 

War II until 1980, there were only seven months, other than during the 1974-1975 recession, when unemploy­

ment exceeded the 7 .0  percent level.

• Moreover, the unemployment rate has now been at or above 7 percent for five and one-half consecutive years. 

This is unprecedented for any period since the Depression.

• In recent years, each recession has pushed unemployment to nighcr levels (to 9  percent in the 1975 recession, 

to nearly 11 percent in the 1982 recession), and each subsequent recovery has left unemployment higher than 

in previous recovery periods. This raises major concerns about the impact o f the next recession, whenever it occurs.

Unemployment p rogram s no longer meet the needs o f most unemployed w orkers

The vulnerability o f many fam ilies who arc not currently poor is increased by recent changes in the income support 

system for those who lose their job s. The centerpiece o f this support system i^suppo&ed to be unemployment insurance. 

But the unemployment insurance program has contracted very sharply in recent years.

Once a program to assist most o f the unemployed, unemployment insurance now assists only a small fraction o f 

job le ss workers. A s a result, a job  lo ss may entail a greater risk of substantial income lo ss, as well as o f a brush with 

poverty, in the future.

• Throughout most o f the 1970s, a majority o f the unemployed received unemployment benefits each month.

• In the 1980s , however, the program has contracted severely, as a result both o f an extraordinarily long period 

of continued high unemployment, and o f budget cuts in the program at both federal and state levels.

• By October 1985, the percentage o f unemployed receiving unemployment benefits had plummeted to ju st 2 5 .8  

percent, the lowest level ever recorded in the program's history. Nearly three o f every four job less workers 

arc now without benefits, even without counting discouraged workers. (D iscouraged workers are those who have 

given up looking for a job  and are not counted as officially unemployed; i f  they are included, the percentage 

of jobless workers getting benefits falls closer to 20 percent.)

• These changes in unemployment benefit coverage have major implications for workers in the years ahead. In 

Duncan’s study of family income patterns over a ten year period, he found that 4 0  percent o f prime-age male 

household heads were unemployed at least once during the ten years. He also found that even before the shrinkage 

in unemployment insurance in the 1980s, unemployment benefits made up only 25  percent o f aggregate earnings 

lost through unemployment.

• Adding to the problems o f unemployed workers, the number o f states that fa il to provide cash welfare benefits 

to un'^npioyed fam ilies where both parents are present (no matter how  impoverished the family may be) has 

increurcd in  recent years. H a lf the states ( 2 5 ' now automatically deny assistance to two-parent fam ilies. In addi-
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Percentage of the Unemployed 
Receiving Unemployment Benefits

Note: Figure lor 1985 reiresents the average monthly percentage ol unemployed persons receiving benefits lor the first 10 months 
ol 1985. However, the percentage receiving benefits has dropped significantly since the early months of 19Gb and reached an all-lime 
record monthly low ol 25.8% in October 1985.
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tion, even in the states that do provide welfare benefits to two-parent families, the family becomes ineligib le 

i f  the father lakes a part-time job o f more than 99  hours a month.

• The result is  that somewhat less o f a safety net is like ly  to be available for those who lose their jobs or otherwise 

suffer major income loss in the future.

An accident or major illness can also plunge families into poverty

An accident or a major illness can deprive a family o f a major portion o f its income and at the same time produce 

very high medical expenses. The result can be a drop from moderate income status into poverty.

• Medical costs have risen sharply in recent years, far faster than the typical working fam ily’s income. In the 

five year period ending in October 1985, the consumer price index for medical care items increased by 50  percent.

• At the same time, the number o f Americans without health insurance has grown significantly. Many unemployed 

or laid-off worke rs lose their health insurance when they lose their jobs. In addition, some low wage and part- 

time workers also lack health insurance, as do many who arc out o f the work force. Census data indicate that 

approximately 35 million Americans now lack any health insurance.

• This lack o f health insurance makes m illions o f persons not currently in poverty vulnerable to having much o f 

their incomes and assets consumed by an accident or chronic illness.
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IV . T H E  IM PA C T S OF FE D E R A L  BUDGET REDUCTIO NS IN T H E  1980s

Since 1980. there have been major reductions in a number o f domestic programs. These reductions have dispro­

portionately affected those with low or moderate incomes and have contributed to the rise in poverty.

Cuts deepest in programs for low and moderate income persons

Programs targeted to low income fam ilies and individuals comprise about one-tenth o f the federal budget. Congres­

sional Budget Office (CBO) analyses show, however, that these programs bore nearly one-third of the budget cuts enacted 

in 1981 to 1983, when the bulk o f the reductions were made. Few , if  any, other parts of the federal budget were cut 

so sharply.

A number o f the most critical programs bore some of the stiffest reductions.

Aid to Fam ilies w ith Dependent Children

• Some o f the most severe cuts came in .lie Aid to Fam ilies with Dependent Children program (A FDC), the nation's 

basic public assistance program for poor single-parent fam ilies with children. In a recent study, the U.S. General 

Accounting Office (GAO) reported that the budget cuts terminated 410 ,000  low income working fam ilies (most 

o f them female-headed) from the AFDC program. Several hundred thousand additional low income working 

fam ilies remained on the AFDC program but had their benefits reduced.

• The fam ilies affected had low incomes. In the areas studied that had relatively low AFDC benefits, the GAO

found that 80  percent o f the fam ilies terminated from AFDC were still below the poverty line one and a half 

to two years after being cut from the program.

• The GAO also found that these families experienced major income losses. Although a number o f these fam ilies 

tried to make up for the loss o f benefits by working harder and increasing their earnings, the increased earnings 

were overwhelmed by the decreases in AFDC and food stamps (food stamp benefits were also reduced). The 

overall income of the families terminated from AFDC fell an average of $124 to S 2 I6  a month — or S I ,500 

to $ 2 ,6 0 0  a year. This represents a very large loss for fam ilies with low incomes.

• In addition to the loss in income, most of these fam ilies also lost Medicaid coverage for themselves and their 

children, because eligibility for Medicaid coverage is generally linked to eligibility for AFDC. Several hundred 

thousand low income children appear to have lost Medicaid coverage when their fam ilies were dropped from 

the AFDC program.

• The loss of Medicaid coverage had its effects. When the GAO studied families terminated from AFDC in five 

metropolitan areas, the GAO found substantial numbers of these families were without any health care coverage. 

In the states providing low AFDC benefits (and having the lowest eligibility lim its for A FDC), the GAO found 

that h a lf o f the families who lost AFDC had no health insurance when GAO interviewed them one and a half 

to two years later.

• Between 14 percent and 24 percent of the fam ilies terminated from AFDC whom GAO interviewed either had 

not sought medical treatment when it was needed, or had been refused treatment when they did seek it, due 

to lack of money or insurance. In addition, between 30  percent and 48 percent had cither not sought or been 

refused treatment for a dental problem, after being dropped from AFDC.

• The losses of AFDC and food stamp benefits also took their toll. In four of the five metropolitan areas GAO 

examined, over half o f the fam ilies terminated from AFDC had run out o f food at least once and had no money 

to buy more.

• Between 32 percent and 44  percent o f these fam ilies had also had gas, phone, or electricity service shut off 

due to non-payment o f a b ill, after being terminated.

• In addition to the reductions aimed at working fam ilies, a number o f other reductions were made in the AFDC 

program as well. For example, the 1981 budget-cutting legislation prohibited the provision o f AFDC benefits
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during the first five months of pregm ,icy to a poor woman pregnant with her first child, despite medical knowledge 

that the early period of pregnancy is of critical importance to healthy birth outcomes.

Housing Assistance

• As part o f the budget cuts in housing programs, rents have been raised for all low and moderate income fam ilies 

and elderly persons living in public or subsidized housing. Prior to the 1981 budget reductions, poor fam ilies 

or individuals in public or subsidized housing paid no more than 25 percent o f their income for rent. Now the 

rents have been raised and w ill reach 30 percent o f income in 1986.

• This amounts to $2 .5  billion in additional rental payments from these fam ilies and individuals over a five-year 

period. By 1986, the additional rent charge w ill average $500 a year per household.

• In addition lo the rent increases, severe reductions were also made in federal support for construction and rehabili­

tation o f low income housing units. Construction and rehabilitation o f low-rent housing helps to offset the large 

loss of low income housing that occurs each year due to condominium conversions, rent increases, abandonment 

and decay. Since 1981, federal support for activities to help replenish the shrinking stock of low-rent housing 

has been cut by two-thirds.

• The Urban Institute has estimated that about 300 ,000  more fam ilies arc now liv ing in substandard housing than 

would be the case if  these cutbacks had not been made.

Food Stam ps

• Significant reductions were also made in the food stamp program. Program cuts in 1981 and 1982 resulted in 

reductions o f SI to $2 billion a year, according to Congressional Budget Office estimates.

• While most households arc still able to receive food stamps, benefit levels for most o f the 20 million persons 

in the program (the majority o f whom arc children or elderly or disabled individuals) arc now lower than they 

would have been in the absence o f the cuts. Over two-thirds of the savings in the food stamp program have 

come from reducing benefits for households below the poverty line.

Employment and T ra in in g  Program s

• Overall funding for employment and training programs, designed to help persons with barriers to employment 

gain sk ills  or work experience and improve their prospects o f finding regular jobs, was reduced very substantial­

ly. Annual funding for these programs stood at more than $9 billion when the Reagan Administration took office. 

Today, it comes to less than $4 billion.

• The public service jobs program, which had provided employment opportunities to 500 ,00 0  persons a year, was 

abolished. Virtually all persons served by this program had been low and moderate income, half were from 

minority backgrounds, and half were women.

• Job training programs were also slashed. Funding for these programs is down about 40  percent below 1981 

levels (after adjustment for inflation), according to Congressional Budget Office and Urban Institute estimates. 

Among the programs that have been cut are the Job Corps program (a program which Labor Department studies 

have found to be cost-effective in improving employment and earnings prospects and reducing crime among 

low income unemployed youth) and the Work Incentive program (which provides job training and related assistance 

to AFDC mothers to help them get o ff federal assistance and into the job market).

Health Services

• Another important program that was cut was the community health centers program, which supports health clinics 

in ‘‘medically underserved” areas (primarily poor rural areas and some inner-city areas in which there is a short­

age o f health services). The community health centers program is widely regarded as one o f the government’s 

most effective health services programs. Medical research and evaluations have credited the program with im ­
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proving the health status o f low income communities and producing a reduction both in the need for persons 

to be hospitalized and in Medicaid costs.

• The Children’s Defense Fund has estimated that following the 1981 budget cuts in the community health centers 

program over 2 0 0  centers had to cut back operations and that 7 2 5 ,00 0  persons — nearly two-thirds o f whom 

were low-income children or women o f childbearing age — lost access to health services at the centers. W hile 

some funding has been restored to the program since 1983, it remains below 1981 levels, after adjustment for 

inflation.

• S im ilarly , maternal and child health programs — which arc designed to combat infant mortality and childhood 

d isability , to provide rehabilitation services for blind and disabled children, to furnish treatment and care for 

crippled children, and to provide other prenatal and children’s health services — were reduced significantly. 

A Children 's Defense Fund survey found that after the 1981 cuts in the program, some 44  states made cuts 

in prenatal and delivery services to low and moderate income women. Here, too. while there has been some 

restoration in funding since 1983, the programs remain well below 1981 levels.

Social Services

• Even larger reductions were made in the basic social services program for low and moderate income fam ilies 

and elderly and disabled persons — the Social Services Block Grant. This program provides funding for basic 

services such as day care for low and moderate income mothers who work, services for abused children, and 

services for homcbound elderly and disabled persons. This program has been cut one-fourth in real terms since 

1981. The Children’s Defense Fund estimates that thousands of lower income fam ilies lost access to federally- 

supported day care services as a result.

Education and Child Nutrition P rogram s

• Cuts were made in the compensatory education program for disadvantaged children, a program with a proven 

track record in improving the reading and math scores o f low income elementary school children and narrowing 

the gap in test scores between young black and white children.

• Reductions wcr also made in student financial aid programs for low and moderate income students trying to 

go to college (as well as guaranteed student loans which are focused more on middle-incomc students). The 

proportion of black high school graduates going to college declined after these cuts were made.

• Large reductions were made in child nutrition programs, including the school lunch and breakfast programs. 

Child nutrition programs were reduced 28  percent in 1981, according to the Congressional Budget Office, and 

these cuts were on top of earlier reductions made in 1980. Today about 2 million fewer school children eat school 

lunches each day than before the cuts were made (these figures take changes in school enrollments into account). 

About one-third o f the decline in school lunch participation occurred among low and moderate income children.

• In addition, the amount charged for school lunches to children from moderate income fam ilies in the $ 1 4 ,0 0 0  

to S20 .000  range (for a family o f four) has quadrupled since 1980 as a result o f budget-cutting federal policy 

changes. A family in this income range with two children in school now pays over $100  more each year for 

its children’s school lunches as a consequence.

M edicaid and M edicare

• Significant changes have been made in Medicaid, which provides health care coverage to fam ilies with children 

and elderly and disabled persons who are poor enough to qualify, and in Medicare, which provides health in­

surance for elderly persons in a ll income groups.

• Federal mt-.ehing funds provided to states to operate Medicaid programs were reduced for fiscal years 1982 

through 1984. Due both to these cutbacks and to budget pressures at the state level, over 4 0  states trimmed 

their Medicaid programs during this period, with the reductions including (in some states) elimination o f Medicaid
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coverage for certain categories of low income families and elderly persons, and reduction or elimination o f coverage 

for some medical services.

• After the end o f fiscal year 1984, the reduction in federal Medicaid matching funds ended. Some states have 

restored some o f the cuts that were made. Many o f the cuts and reductions remain in effect, however, and have 

become permanent parts o f state Medicaid programs.*

• Many moderate and low income elderly individuals were also affected by budget reductions made in the Medicare 

program. Medicare premiums wr-re raised, thereby increasing out-of-pocket costs to elderly beneficiaries. In 

addition, the amount Medicare beneficiaries must pay out o f pocket for the first day in a hospital has soared 

from SI 80 in 1980 to $492 as o f January 1, 1986, in significant part because o f changes made by Congress and 

the Administration in the Medicare payment structure.

• These increases in beneficiary costs affect low and moderate income elderly Medicare beneficiaries except for 

those who have Medicaid coverage. (Medicaid pays these charges for persons it covers.) Many elderly persons 

below the poverty line — and most of the elderly in the $ 6 ,0 00  to $ 1 0 ,0 0 0  range (which is just above the poverty 

line) — lack Medicaid coverage and have had to bear these added costs.

I^egal Services

• F inally , surveys by the Washington Council o f Lawyers, a non-profit organization, found that some 375 legal 

services offices closed and the number of attorneys and paralegals providing services dropped 30 percent, in 

the wake o f major funding reductions in the legal services program. Because of sta ff shortages, legal services 

offices in many areas now turn away significant numbers o f indigent clients with legal problems.

These federal budget policies have contributed to the rise  in  poverty and helped w iden the gap between rich 

and poor

The budget reductions have contributed to the increase in poverty — and also to the widening gap between lower 

and upper income Americans.

• A 1984 study by the Congressional Research Service o f selected budget reductions enacted in 1981 (primarily 

the budget cuts in AFDC) found that these cuts pushed 560 ,00 0  persons — most o f them children — below the 

poverty line. (This study does not cover the impacts o f reductions in all programs or reductions enacted after 1981.)

• Work by economists Sheldon Danziger and Peter Gottschalk o f the Institute for Research on Poverty at the Univer­

sity o f W isconsin, two o f the nation's leading poverty analysts (and the only analysts able to correctly forecast 

the 1984 poverty rate in advance) indicates that the overall effect of all the budget reductions has been to increase 

the poverty rate by nearly a full percentage point — or by more than 2 million persons.

• A 1984 study by the Urban Instiutc found that budget cuts in benefits programs caused a 7 .5  percent average 

reduction between 1980 and 1984 in the disposable income o f households with incomes o f less than $10 ,000  

a year. The Urban Institute estimated that half of the large increase in poverty between 1979 and 1982 was due 

to budget reductions enacted during the Reagan Administration.

• A  major Congressional Budget Office study issued in 1984 provides further informaiton on the impact of the 

budget cuts on low and moderate income households. CBO found that as a result o f the budget (and tax) changes 

enacted from 1981 to 1983, households with incomes below $20 ,00 0  a year would lose $20  billion in income 

and benefits over the three-year period from 1983 to 1985.

• In addition, an analysis by the staff o f the House W ays and Means Committee, based on data compiled by the

♦There is one brighter note regarding Medicaid. In 1984, Con/-,ess required an states to provide Medicaid coverage to certain categories o f poor 
women who are pregnant for the first time and to certain pre'/iant women and children up to age five who live in poor two-parent families. Many 
states had denied coverage to these persons in tne past.
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Congressional Research Service, found thal federal spending on low income benefit programs fell over 15 per­

cent per poor person fiom 1980 to 1983, after adjustments for inflation.

• F inally . Census data show that federal benefit programs remove significantly fewer fam ilies from poverty now 

than they did before the budget reductions occurred. In 1979. one o f every nine female-headed families with 

children was removed from poverty by cash assistance programs other than Social Security. But in 1984, only 

one o f every nineteen such fam ilies was lifted out o f poverty by these programs.

The budget reductions not only had a significant impact on poverty rates, they also (in concert with changes in 

lax policies enacted since 1980) had a profound effect in widening the gaps between low and moderate income families 

and those who arc already affluent.

• The Congressional Budget Office study which found that budget and tax changes enacted from 1981 to 1983 

had taken S20 billion (over the 1983-1985 period) from those with income $ 2 0 ,0 0 0  a year also found that these 

policy changes caused $35 billion increase in the after-tax incomes o f households with incomes of $80 ,000  or 

more. The households with incomes over $80 ,000 who gained so handsomely (they received an average gain 

o f over $ 8 ,0 00  a year per household) constitute the wealthiest I to 2 percent o f all U .S. households.

• Findings from the Urban Institute are sim ilar. The Institute found that Reagan Admin, (ration policies (including 

budget, tax and general economic policies) resulted in losses in disposable income from 1980 to 1984 for average 

fam ilies in all income brackets — with the sole exception o f fam ilies in the top 20 percent of the population. 

The largest losses were borne by families in the bottom two-fifths o f the population, the Urbar. Institute determined.

• The Urban Institute concluded that /'dministra .in policies had ‘‘contributed to a substantial increase in income 

inequality” and that “ only those i i the top quintile [the top fifth] benefited from [these] policies.” The Ad­

m inistration’s policies “ helped the affluent but were detrimental to the poor and the middle c la s s ,” the Institute 

found.

M inorities and women a lso  d isproportionately affected

Because female-headed fam ilies and minorities are disproportionately poor and rely more heavily on federal benefit 

programs, the impacts o f federal budget cuts were most severe for these families.

• Female-headed houschofds comprise the bulk of the participants in many o f the programs subject to the deepest 

cuts. About 90 percent o f AFDC families arc headed by women, as arc nearly 70  percent o f food stamp households 

and most o f those in subsidized housing. Moreover, most o f the elderly who parti ;pale in low-incuinc programs 

arc elderly women.

• Not surprising ly, from 1980 to 1983, the after-tax incomes o f female-headed households fell more sharply than 

the incomes o f any other group. Female-headed households with children received $ 4 .3  billion less in after-tax 

income in 1983 than in 1980. This represented an average loss o f $657 for every female-headed household with 

children in the nation (the loss would be even larger if  reductions in non-cash benefits such as food stamps, 

day care services, and low-incr ne housing were taken into account).

• M inorities also bore a disproportionate share o f the budget reductions. The average black family lost more than 

three times as much in benefit reductions from the 1981 budget cuts as the average white family, according 

to an analysis by researchers at the Urban Institute. The average Hispanic family bore cuts twice as large as 

the average white fam ily , as a result of the 1981 budget cuts.

• W hile black Americans comprise 12 percent o f the total population, they make up between 30 and 40  percent 

o f those assisted by a number o f the low and moderate income programs that were most sharply cut. Hispanics 

comprise 7  percent o f the overall population, but make up between 10 percent and 17 percent o f the participants 

in a range o f these programs.
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V. FEDERAL ASSISTANCE PROGRAMS LEAVE LARGE GAPS AND PROVIDE LOW BENEFIT LEV ELS

The budget cuts o f the 1980s were made in programs that, in many ways, were already inadequate. Fede a! benefit 

programs have large gaps, failing to reach m illions who are poor. The programs also provide benefit levels that, in 

most cases, fall well below the poverty line.

Gaps in basic assistance programs

Many low-income Americans are simply ineligible for any federal cash assistance or for federally supported health 

care coverage.

• In 25 states, families containing both parents arc not eligib le for AFDC (or for any federal cash welfare benefits), 

no matter how destitute they may be.

• Even in states which do not automatically disqualify two-parent fam ilies, the assistance is severely restricted. 

To be elig ib le, the head of household must be unemployed. I f  the household head manages to work more than 

99 hours (or about 2 Kh weeks) in a month, the family becomes ineligible regardless o f how low its income may be.

• Because these two-parent fam ilies arc ineligible for A FDC, persons in these fam ilies (except for some prcgnar 

women and children up to age five) are also ineligible for Medicaid in most states.

• In addition, in all states, poor individuals or couples without children are automatically ineligible for AFDC. 

Unless they are elderly or disabled, poor individuals and childless couples arc automatically ineligible for Medicaid, 

as w e ll, in most areas. State and local governments may provide some cash assistance to them, but the assistance 

is generally extremely meager and usually comes to only a small fraction o f the poverty line. In many states 

and localities, no cash aid whatsoever is available for these persons.

• Many single-parent fam ilies that work but are still poor also are shut out o f cash assistance programs. In almost 

a ll states, it is possible to have earnings that are several thousand dollars below the poverty line and still be 

ineligib le for AFDC.

• In most states, the cutoff point at which earnings disqualify a family tor'AFDC is quite low. In Texas, earnings 

• - 3 ? *  o f just S326 a month ($ 3 ,912  a year) — or 36 percent o f the poverty line — disqualify a family o f four from

any AFDC benefits after the mother’s fourth month on the job .*

• In Arkansas, wages o f $329 a month (about $3 ,948  a year) result in a cutoff o f all AFDC benefits after the 

fourth month on the job (for a family of four). In Alabama, the cutoff point is even lower. Earnings o f only 

$252 a month, or just over $ 3 ,0 00  a year, cause AFDC benefits to cease, even though this equals ju st 27  percent
^ o f  the poverty line.

• Nationwide, there were 40  states in January 1985 where the earnings cutoff for AFDC benefits (after a mother’s 

fourth month on the job ) was at or below $7 ,0 00  a year for a family o f four; $ 7 ,0 00  is less than two-thirds 

o f the poverty line for a four-person family.

• This means that mothers who work full-time year-round at the minimum wage but still find themselves far below 

the poverty line are generally ineligible for cash assistance in most states. In large numbers o f states, they are 

ineligib le for Medicaid as well.

• In fact, more than three of every ten children below the poverty line are now left out o f Medicaid, according 

to the Children’s Defense Fund. One-third o f all pregnant women with incomes less than $15 ,000  I^ '.e  neither 
public nor private healtn insurance.

•The income cutoffs referred to in this section apply to families without child care expenses. Families with child cate expenses can earn somewhat 
more before losing all benefits. Most working families on A FD C  do not incur child care expenses, however.
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Compared to the Poverty Line

'  Typical slate refers to the median state, that is, the state whose benelits are exactly in the middle when the state A FD C  

benefits are ranked from highest to lowest. Hell of the states have A F D C  benelits greater than those in the median state, 

and hall have A FD C  benelits that are lower.



• M illions more Americans who live on limited incomes but are modestly above the poverty line also lack any 

health care coverage. Census data indicate that approximately 35 m illion Americans in all now lack any health 

insurance.

Low AFDC benefit levels

For those fam ilies that can qualify for AFDC, benefit levels are generally quite low.

• There is  not a single state where the AFDC benefit for a family o f four reaches 75 percent o f the poverty line. 

H alf o f the states offer AFDC benefits ihat are less than 50 percent o f the poverty line.

• As o f January 1985, the typical for median) state offered a benefit equal to just 41 percent o f the poverty line

— S379 a month ($ 4 ,5 5 0  a year) for a family o f four, which comes to ju st $12 a day.

• In M ississipp i, the state with the lowest benefits, the maximum payment for a family o f four with no other in ­

come is S144 a month (S I ,730  a year), or less than 16 percent o f the poverty line. In Alabama, the same family 

would receive $147  a month. In oil-rich Texas, the maximum benefit for a family o f four is less than onc-quartcr 

o f the poverty line — ju st $221 a month.

• Low benefit levels are not confined to the South. Illino is, a midwestern state with the fifth largest population 

in the nation, has an AFDC benefit level that comes to only about two-fifths of the oovcrty line ($385  a month). 

Indiana, another midwestern state, provides a benefit o f only $316 a month, a little over one-third o f the poverty 

line, to a family o f four with no other means.

• Even the inclusion o f food stamps docs not raise a poor family’s income to the poverty line. There is no state 

in the country where the combined benefit from AFDC and food stamps equals the poverty line. In half the 

states, the combined benefits from AFDC and food stamps do not reach two-thirds o f the poverty line.

The purchasing power o f AFDC benefits has declined precipitously over the past 15 years.

® One reason AFDC benefits are so low is that in most states, the benefit levels have not been adjusted to keep 

up with inflation. Taking inflation into account, AFDC benefits have fallen 3 7  percent since 1970 in tl.e typical 

state. (Unlike Social Security and the Supplemental Security Income program for the elderly and disabled poor, 

there is no automatic cost-of-living adjustment for AFDC benefits.) The decline in the purchasing power o f the 

benefits has occurred in nearly every state in the country. No other group in the U.S. population has lost so 

much to inflation in recent years as AFDC fam ilies have.

• In two o f the largest states, AFDC benefits are now worth less than half o f their value in 1970. In Texas, even 

after a recent benefit increase, AFDC benefits have declined 55 percent since 1970, after adjusting for inflation. 

In Illino is, AFDC benefits have declined 51 percent (in inflation-adjusted terms) since 1970.

• In 1970. when the poverty line for a family o f four was $3 ,968 , the Illino is benefit for a family o f four with 

no othe income was $3 ,3 84  a year — or 92 percent of the poverty line. By  1985, the poverty line is  projected 

to be S 1 1 ,000  for a family of four (the upward adjustment since 1970 reflects the impact o f inflation). Ho wever, 

the A F D C  benefit in Illino is stands at just $4 ,620  today. As a result, the Illino is benefit level fell from 92 percent 

o f poverty in 1970 to 42  percent of the poverty line in 1985.

Supplem ental Security Income benefits

W hile benefits for the elderly and disabled poor in the Supplemental Security Income (SSI) program aie higher

than in the A FDC program, SSI benefits still fall below the poverty line in most states.

• The maximum federal SSI benefit for an elderly or disabled individual ($ 3 25  a month, or $3 ,9 00  a year) now 

equals ju st 71 percent o f the poverty line. For an elderly or disabled coup le , the maximum federal benefit level 

(which is  $488  a month, or $5 ,8 56  a year) equals 84  percent o f the poverty line.
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• A number o f states supplement the federal SSI benefit for some or all SSI recip ients with an additional benefit 

from state funds. H owever. SSI state supplements are not automatically ad justed for inflation — and since 1974 

when the SSI program  was instituted, the value o f the state supplements has fa llen  over 20 percent in inflation- 

adjusted terms.

In addition, SSI does not reach indigent persons in the 6 0  to 65 age bracket.

• While some other federal programs use age 60  or 62  to determine elderly statu s, persons who are not blind 

or disabled must be at least 65  to qualify for SSI. Indigent individuals or coup le s between 60  and 65  years o f 

age arc automatically inelig ib le for SSI. They consequently are ineligible fo r Medicaid as well in most areas 

(Medicaid elig ib ility  for the elderly is generally linked to SSI eligibility).

• In some jurisd ictions, there is  no cash assistance or health coverage of any sort provided to low income persons 

in the 60 to 65 age group, regardless o f how indigent they are.

Benefit levels in the food stam p  and energy assistance program s

Food stamp benefits are more broadly available to the poor without restrictions on  age or family type. However, 

food stamp benefits are qu ite modest.

• The aw . gc food stam p benefit is now 49 cents per person per meal. The m axim um  benefit—available only 

to families so poor they have no income left after meeting certain other basic n ece ssit ie s— is 73 cents per person 

per meal.

• U.S. Department o f Agriculture surveys show that most families whose food expenditures equal the maximum 

food stamp benefit do  not get adcquJ 'iets. Only about one-tenth of fam ilie s whose food spending is at this 

level obtain the U .S . recommended daily allowances for the basic nufticnts, the surveys show. To deal with 

this problem, many lo w  income fam ilies on food stamps dig into their lim ited budgets to spend more for food, 

in an effort to get enough to eat. However, as their incomes have been squeezed  further from reductions in 

other assistance program s, this has become harder to do.

The low income energy assistance program was created in the late 1970’s at a t im e  when federal policy decisions 

to decontrol oil prices, coupled with severe OPEC oil price increases, were sharply in creasin g household energy b ills . 

The program was intended to defray large increases in fuel b ills being faced by lo w  income households.

• Due to budget p ressu res, however, the program never attained the size o rig in a lly  envisioned by the Carter Ad- 

ministrqppn. Low' income energy assistance benefits now offset only a sm all fraction o f the steep increases in 

the heating and other energy b ills o f poor fam ilies.

• In fact, studies done fo r the Department o f Energy indicate that the energy ass istan ce  program offsets only about 

one-third of the increase ju st from 1977 to 1980 in the low income population’s fuel b ills.

• An April 1984 study bv the National Consumer Law Center found thal during the winter o f 1984, low income 

elderly persons living, alone in 35 states had less than S50 a week left from their SSI checks for rent, food, 

clothes and ‘her n je d s , after paying their heating b ills.

Large  numbers o f e lig ib le  persons left outside the program s

Not only are benefit le v e ls  modest in these programs, but the programs actually fa il to reach m illions of low income 

persons who are eligible fo r benefits.

• About 10 million persons eligib le for food stamps (at least one-third of those e lig ib le ) do not receive them. Food 

stamp participation i s  now at its lowest level since early 1980, despite the fac t that m illions more Americans 

live below ihe poverty line than in 1980.

30



• Approximately 35 percent of the elderly eligible for SSI do not receive SS I benefits, including more than one 

million eligible e ld e rly  persons liv ing below the poverty line.

• AFDC participation ra te s have been dropping in recent years. According to the Urban Institute, 22 percent o f 

those eligible for A F D C —over ? nillion persons—do not receive AFDC benefits. Most o f these persons are 

poor children.

• In addition, in many o ther low income programs (programs which are not “ entitlem ents” ), funding is lim ited— 

and there is room fo r only a fraction o f those eligib le.

— The Special Supplemental Food Program for Women, Infants, and Children (the W IC program) reaches less 

than half of the lo w  income pregnant women, infants, and children at nutritional risk who qualify.

— In the typical state, low  income energy assistance benefits reach slightly over a quarter o f the eligible households.

— The highly acclaim ed Hcadstart program reaches less than one-fifth o f low' income children.

—There arc waits o f months or years in many cities for public or subsid ized  housing assistance.

Severe contraction of the unem ploym ent iasu rance system

As noted earlier in this report, the protection provided by the unemployment insurance has eroded greatly in the 

past several years. Probably no other program has diminished in scope so much a s  unemployment insurance.

• A far smaller proportion o f the unemployed receive unemployment insurance than ever before. In October 1985, 

the percentage of jo b le ss workers receiving benefits fell to an all-time record low . Three-fourths o f all unemployed 

workers received no benefits that month.

• Many states with unemployment rates well above the national average in October were among those with the 

lowest percentage o f jo b le s s  workers receiving benefits. For example, in M ich igan , where the unemployment 

rate was 10.3 percent in  October, only 17 percent o f the unemployed (one in s ix ) received unemployment benefits.

344 ,000 jobless w o rke rs in Michigan received no benefits last month.

• In Texas, where the unemployment rate was 8.1 percent, only 16 percent o f the unemployed received benefits, 

leaving over one-half m illion  job less workers without benefits.

• In Ohio and Illinois, sta te s where unemployment exceeded 9 percent in October, only 2 1 percent and 22 percent, 

respectively, of unemployed workers received benefits, leaving about 4 0 0 ,0 0 0  without benefits in each state.

• On a nationwide b asis , the .lumber o f job less workers without benefits in October stood at 5 .9  m illion—as many 

as at the bottom o f the recession in November 1982, when the unemployment rate was 10.7 percent.

• In addition, for those w ho  do receive unemployment benefits, the level o f benefits has not kept pace with in fla­

tion. Nationally, the average weekly unemployment benefit amount has declined by 11 percent since 1970, after 

adjusting for inflation.



TAXES 
O

W
ED

Increasing Tax Burden of Familic 
At The Poverty Line

$1,200

$1,100

$1,000

$900

$800

$700

$600

$500

$400

$300

$200

$100

$460

$269

$1

$1,075

■I1 V
•r • %
* •' . > »' 

*  l .

• • If'• .y 
- ''{ii

' '. •"* ’ . ' l-
r  y i -

c . * •

/

' i  • •;: . -
:■ • •. • • :•» 
I • V • • . • •

V,-. ■■1v"

< - 1 • •

1978 1980 1982 1984 1'

This chan shows the Federal payroll and income taxes owed by a two-parent family of four at the poverty line foi

Source: Joini Commiticc on Taxation, U.S. Congress: U.S. Department of Trcasuty, Internal Revenue Service.



VI. RISING EXPENDITURES FACED BY LOW AND MODERATE INCOME FAMILIES

At a time when poverty has increased and federal support programs have been reduced, those with low and moderate 

incomes have had to face still another burden — rapidly rising costs for basic necessities. In addition, those low and 

moderate income fam ilies who work have also had their taxes raised.

Housing Costs

Housing costs for low and moderate income families and elderly persons have escalated sharply, due in large part 

to growing shortages o f low-rent housing. Recent studies by the Census Bureau and the General Accounting Office 

show how acute the problem has become.

• The most recent Annual Housing Survey conducted by the Census Bureau (which is for 1983) found that 55 

pcrccni o f a ll renters with incomes below S7.0U0 a ycat are spending more than 60  percent o f their incomes 

on rent and utilities.

• Eighty percent of these renters with incomes under S7 .000 pay more than 35  percent o f their income on rent 

and utilities.

• This problem has rapidly been grow ing worse in recent years. The General Accounting Office found that among 

lower income households, the number paying more than half their income for rent and Uiililties increased from 

3 .7  m illion in 1975 to 6 .3  m illion in 1983.

Energy  Costs

The sharp rises in rents have been aggravated by severe increases since the early 1970s in home energy costs. 

The m assive increases in heating and other home energy b ills have hit low income households much harder than the 

rest o f the population.

• Between 1972 (just prior to the Arab oil embargo) and 1984, the cost o f home heating oil increased by almost 

450  percent, according to a study by the National Consumer Law Center. The study also reported that in the 

same time period, the cost o f heating with natural gas increased five-fold and residential electric prices increased 

three fold.

• While rising fuel b ills have affected all Americans, Department of Energy data show that the increases in these 

costs ate up a far larger percentage o f the income o f low and moderate income families than of more affluent 

families.

• The National Consumer Law Center, in another study, found that in 1984, average annual home energy costs 

for the poor exceeded $1 ,0 00  in 21 states.

• As a result o f these steeply increasing energy costs, larger numbers o f households have also had their heating 

gas supply disconnected because o f inability to pay their energy b ills. A nationwide survey o f utilities, done 

by the National Consumer Law  Center, projected that in 1984, over 1.8 m illion households would lose their 

natural gas service due to delinquent payments.

Increased T ax Burden s Borne b j Low  and Moderate Income W ork ing Fam ilies

For low and moderate income Americans who work, one other expense has increased greatly as well — their taxes.

• Since 1978, federal tax burdens for the working poor have soared. A two-parent family o f four with earnings 

at the poverty line paid $269  in federal income and payroll tax in 1978, $460  in 1980, and $1 ,147  in 1985.

• Measured as a percentage of income, this family’s federal taxes have jumped from 4 percent of income in 1978 
and 5.5 percent in 1980 to 10.4 percent in 1985.
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• Fam ilies with gross incomes below the poverty line have also been heavily affected. In the late 1970s. most 

fam ilies below the poverty line did not pay federal income tax. Today a fam ily o f four with gross income S 1.500 

below the poverty line must pay income tax. A family o f six with gross earnings $ 4 ,3 00  below the poverty line 

must pay federal income tax.

• As a result, Census data show that in the four years from 1979 to 1983 (the latest year for which Census has 

issued these data), the number c f  households below the poverty line who had to pay federal income tax more 
than tripled. Census data also show that the total amount o f federal income taxes paid by households below 

the poverty line rose 204 percent from 1979 to 1983, after adjustment for inflation.*

• These data show that the federal government is taxing away an increasing share o f income from those households 

who, by its own definition, do not have enough to live on.

• On top o f these increases in federal tax burdens, low and moderate income fam ilies have faced increases in state 

and local taxes as well. State and local taxes as a whole tend to be more regressive than the federal income 

tax ( i .e . . they take a larger percentage o f income from poor and moderate income persons than from more af­

fluent ones). With cutbacks in federal funding for many services provided by state ar.d local governments, as 

well as budget pressures at state and local levels, slate and local taxes have been raised in many areas in recent 

years — and these increases, too, have disproportionately affected those who work but have low incomes.

• The number o f households with incomes below the poverty line who had to pay state income taxes increased 

30 pcrccmt from 1980 to 1983 (these data arc not available for years before 1980). The amount that these households 

paid in state income taxes jumped 37 percent during this pctiod, after adjusting for inflation.

These tax increases effectively pushed more families into poverty.

• The Census data also show that there were 2 .9  million person in 1983 who lived in households with gross in­

comes above the poverty line, but who were pushed below the poverty line when federal and state income and 
payroll taxes were taken out ol their paychecks.**

• This represented a sharp increase from 1979, when 1.9 million persons — or one million fewer — were pushed 

into poverty by taxes.

The causes of these striking increases in the federal tax burdens o f low income working fam ilies lie largely in 

federal policy decisions made in recent years.

• The roots of the rise in low income tax burdens lie, in significant part, in the 1981 tax act. Until 1981, a basic 

pattern had developed in tax legislation — every few years Congress would adjust income taxes to offset some 

or all o f the effects o f inflation on income tax burdens. As part o f these earlier pieces o f tax legislation, Congre s 

regularly raised the standard deduction or the personal exemption, both of which have a much larger impact 

on the tax burdens o f low income working families than does the basic tax rate schedule.

• In addition, in the 1975 and 1978 tax acts. Congress established and then enlarged the “ earned income tax credit," 

which was designed to help shield poor fam ilies from income taxes ar.d to offset some o f the increases in Social 

Security payroll taxes on low : rome working families.

•These figures do not reflect the “ refundable" portion of the earned income tax credit (E1TC). If a low income family’s federal income tax liabililty 
is less than the earned income tax credit which the household is due, the Internal Revenue Service sends the family a check for the difference. 
The amount of such a check constitutes the "refundable”  portion of the earned income tax credit.

••These figures do not reflect the impact of the '  refundable" portion of the earned income lax credit. If this is taken into account, the number of 
persons effectively dropped into poverty after paying taxes was 2.6 million in 1983. No similar figure (i.e., a figure taking the refundable portion 
of the earned income tax credit into account) is available for 1979.
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• In 1981. however, this pattern ended. After a period of particularly high inflation, the Congress and the Ad­

ministration adopted a tax b ill that provided no adjustment in the standard deduction or personal exemption until 

1985 and no adjustment whatsoever in the earned income tax credit.* The major tax increases borne by low 

and moderate income working fam ilies are in significant part a consequence of this decision.

• While the 1981 tax act thus allowed tax burdens for low income working fam ilies to rise rapidly, it nevertheless 

provided large tax reductions for affluent taxpayers and large corporations. The 1981 act substantially reduced 

the top tax rate on investments and other unearned income, which affected fam ilies with incomes of over $85 ,000  

a year. It roughly halved the federal estate tax in a manner benefiting the wealthiest three percent o f U.S. families.

• Moreover, a study by the Congressional Joint Committee on Taxation found that the wealthiest 5 .6  percent of 

all taxpayers received more than 35 percent of the tax benefits provided by the across-the-board rate cuts in 

the 1981 Act.

• The 1981 Act also reduced tax rates on profits from capital gains, which disproportionately accrue to wealthy 

investors. The maximum rate o f tax that affluent investors pay on capital gains profits is actually lower today 

than the combined marginal income and payroll tax now paid by a working family o f four earning just 5 12 ,000  

a year.

• In addition, the 1981 Act reduced taxes on corporations. While the scope o f the corporate tax breaks was reduc­

ed by subsequent legislation, the net result has still been a major tax reduction for many large companies. While 

corporate income taxes contributed 25 percent of all federal revenues in the 1950s and early 1960s and 12.5 

percent o f federal revenues in 1980. corporate taxes contributed just 8 .5  percent of federal revenues in 1984.

In short, there has been a shift in tax burdens. Tax burdens have been shifted away from corporations, and from 

more affluent individuals to those with low and moderate incomes. This shift has contributed to the widening gaps 

between lower and upper income fam ilies in the United States.

• The Urban Institute has found that the average overall tax burden on American fam ilies (including state and 

local taxes) was the same in 1984 as in 1980 — but that some groups o f fam ilies paid more while others paid less.

• Nor surprising ly , the division occurred along income lines. ‘ ‘The bottom 40  percent o f fam ilies arc paying pro­

portionately more o f their income in taxes (than in 1980 ],” the Urban Institute reported, “ with most o f the in­

creased burden falling on the poorest 2 0  percent o f fam ilies.” Affluent fam ilies, by contrast, are paying less 

o f their incomes in taxes than in the past.

•Congress later nude a small adjustment in the earned income tax credit (EfTC) in 1984, but this adjustment offsets less than one-fifth of what 
the E ITC  has lost to inflation since 1979.



VII. CONCLUSION
The data presented here on the economic status of low and moderate income Americans indicate that we are now 

w itnessing a rather ominous series o f developments. The gaps between lower and upper income fam ilies are widening, 

poverty rates have increased, disproportionate reductions have been made in program'/ for the less well-off, benefit 

levels have declined and program coverage has contracted in many o f the most basic assistance programs, rent butdens 

for is e  o f lim ited means are increasing, and federal tax burdens imposed on the growing numbers o f those who work 

but are still poor have soared.

These developments should be matters o f concern to all Americans, not just to those whose incomes are low. With 

one o f every four Americans fa lling into poverty at some point during each decade — and with economic dislocations 

making more fam ilies vulnerable to job  loss at a time when the safety net has been weakened — the conditions described 

here w ill eventually affect many m illions o f Americans whose incomes are not low today.

The nation faces many tough choices i.i the years ahead, including choices on how to reduce the federal deficit 

and restore a better trade balance. But one of the most fundamental decisions facing the society is whether to allow 

the trends described in this report to continue and to permit the further deterioration o f the economic status o f low 

and moderate income Americans. This question deserves to be given as much attention and accorded as high a priority 

in the years rhead as any other issue before our nation.

37



99

APPENDIX

T H E  D EBA T E  O VER T H E  PO V ERTY  COUNT

In ret ent years, a debate has developed over the definition o f poverty. Sonic critics have argued that the value 

o f non-cash benefits (such as food stamps, Medicaid and Medicare) should be counted as income when poverty is measured

— and that i f  this were done, sign ificantly fewer Americans would be classified as poor.

W hile there arc legitimate critic ism s o f the current way o f measuring poverty, this issue is far more complex than 

some o f the critics have portrayed it. Indeed, the issue is sufficiently complex that it is not clear whether a careful 

redefinition o f poverty would show a decrease or an increase in the number o f Americans who are considered poor.

Background: The Defin ition o f Poverty

Poverty was first offic ia lly  defined by the U.S. government in the 1960s. A federal "poverty lin e " was estab­

lished, and households whose gross cash incomes fell below this level were considered poor.

The “ poverty lin e "  was set by multiplying by three the cost o f the U .S. Department o f Agriculture’s "economy 

food p lan.” (The economy food plan was the lowest cost food plan the government had devised.*) Data from this period 

showed that low' income fam ilies spent approximately one-third o f tiheir incomes for food. Accordingly, it was reasoned 

that a household needed an income three rimes the cost o f the economy plan in order to afford the foods in the plan. 

Any household having less income than needed to purchase the foods in the government’s lowest cost food plan was 

considered poor.

Since the 1960s, this initial poverty line has been updated each year by adjusting it to cover inflation.

Current C r it ic ism s o f the Poverty Count

In recent years, some critics (including some Administration officials) have contended that use o f the official poverty 

definition exaggerates the true extent o f poverty in the U .S. These critics note that under the official poverty definition, 

c y cash income is counted — ignoring food stamps, Medicare, Medicaid, subsidized housing, and other benefits not 

p. /Vidcd in a cash form. I f  these non-cash benefits w-erc counted, the critics observe, the number o f persons considered 

to be liv ing in poverty would be sm aller.

This criticism  has some valid ity . Food stamps, for example, obviously do increase fam ilies’ purchasing power 

and standard o f liv ing . Nevertheless, there are problems with this critique o f the official poverty definition. Those who 

make this criticism  often ignore other shortcomings in the official poverty definition — shortcomings that result in 

an understatement o f the number o f those considered to be poor (and that, i f  addressed, w'ould be likely to lead to 

an increase in the poverty count.)

The Other Shortcom ings in the O fficial Poverty Definition

A. The Issue o f Taxes

In determining whether households are poor, households’ gross incomes before taxes arc counted. This means that 

the portion o f a household’s earnings that is withheld for taxes, and that never even passes through the household’s 

hands, is counted in full as though it were available to be spent.

I f  critics w ish to argue that non-cash benefits such as food stamps can be used to purchase household necessities

— and therefore should be counted in determining whether a household has enough resources to rise above the poverty 

line — then it stands to reason that earnings that arc withheld for taxes, and that cannot be used for any household 

needs, should not be counted.

This matter is o f no small sign ificance. If the poverty definition were based (as it should be) on after-tax incomes, 

the number o f persons considered to be poor w'ould increase by two and one half to three million. A substantial number 

o f fam ilies whose gross incomes place them above the poverty line — and who currently are not counted as poor — 

would be considered to be below the poverty line if  after-tax incomes were used as the basis for the poverty determination.

•The economy food plan was later refined slightly and renamed the “ thrifty food plan." In its current incarnation as the thrifty food plan, it 
serves as the basis for the benefit levels provided in the food stamp program.
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B . Is  the Poverty L ine Set Too Low?

Another weakness in the current poverty definition concerns the appropriateness o f the dollar thresholds used as 

the “ poverty lin e .” Iri the years since the poverty definition was established in the early 1960s, the prices o f items 

such as home heating and health care have risen much faster than food prices. As a result, these other necessities now 

comprise a larger share o f family budgets than they did 2 0  years ago, while food costs comprise a sm aller share. Food 

costs now appear to comprise less than one-third o f fam ily budgets.

This fact is significant. It means that to afford the economy food plan (which has since been refined and renamed 

the “ thrifty food p lan ") while still meeting other basic necessities, households may now need a level o f income that 

is more than three times the cost o f the food plan. I f  the concept behind tne original poverty line is to be maintained 

— namely, that the poverty line is to reflect the income needed to purchase this minimum diet plan — then the cost 

o f the food plan may need to be multiplied by a factor larger than three when the poverty line is computed. This change 

may be necessary to have a poverty line that accurately reflects current household expenditure patterns.

I f  this adjustment in the poverty line computation were made, the poverty line would be fixed at a higher level 

than it currently is. The number o f Americans with incomes below the poverty line would increase.

In short, there arc several legitimate criticism s o f the current poverty definition — and the fact that non-cash benefits 

arc not counted is only one o f these criticism s. To be sure, counting non-cash benefits would lower the poverty count, 

but remedying the other shortcomings would raise the poverty count. I f  all these issues were resolved together, the 

net result might well be an overall incre sc in the official poverty count.*'

O vcrstatisig the Value o f Non-cash Benefits

A final issue concerns how to assign dollar values to non-cash benefits. If a decision is made to count non-cash 

benefits as income, a difficult decision would still remain as to how to determine how much these benefits are worth. 

For example, how much should be added to a fam ily’s cash income to reflect that it has Medicaid or Medicare coverage?

Some who favor counting the non-cash benefits have suggested use of a method for valuing these benefits that 

places a very high dollar value on the 'oencfits (the “ market value” approach). A number o f other economists and 

poverty analysts do not favor this approach, however, because they believe it overstates the benefits’ value. For example, 

under this approach, Medicaid and Medicare are given so high a dollar value that some elderly persons who have no 

cash income are considered to be above the poverty line simply because they have a Medicaid card. In other words, 

for some elderly persons, a Medicaid card is considered to have a monetary value greater than the poverty line — 

so that some elderly persons with Medicaid coverage are considered not to be poor, even if  they are destitute and have 

no funds to purchase basic necessities. Such a definition o f poverty seems to defy common sense. However, this is 

the definition most commonly used when the argument is made that the official poverty count substantially exaggerates 

the number o f Americans who should be considered poor.

Poverty T rends in Recent Y ears

F inally , it should be noted thal poverty rates have risen as fast or faster in recent years under measures o f poverty 

that include non-cash benefits as under the official definition o f poverty.

Using the official poverty rate, poverty increased 23  percent between 1979 and 1984, while the number o f poor 

persons rose by 7 .6  m illion.

Under the various non-cash definitions o f poverty the Census Bureau employs, however, the poverty rate rose 

29  percent to 43 percent during this period, and the number o f poor persons increased by 7 .3  to 8 .6  million. The larger 

increase in poverty if  non-cash benefits arc counted appears to reflect the impact of budget reductions in non-cash benefit 

programs.

♦One recent analysis by the Census Bureau found that, if food stamps and housing were counted as income but after-tax rather than pre-tax income 
were used, the number of persons considered to be below the poverty line would remain essentially unchanged.
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Social factors related to psychiatric disorder: 
the Yale Epidemiologic Catchment Area Study*

Ph ilip  J. Leaf, M yrna M .W eissm an , Jerom e K .M yers, G ary L .T ia ch le rand  C h a i.s s  E .H o lze r , I I I
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Connecticut. U S A

Summary. R esu lts are reported from the first wave o f 

the Yale Ep idem io log ic  Catchm ent (E C A ) Project, a 

large com m unity survey conducted in. South-central 

Connecticut, USA. The N IM H -D iagno stic  Inter­

v iew  Schedu le (D IS )  was; em ployed in the study to 

generate D SM  III d iagno ses. The 6-m onth preva­

lence rate from the unweighted data are reported. 

Factors assoc iated  w ith hav ing had a recent P S M  III 

d iagno s is are exam ined . The need to take tne age 

and  sex o f  respondents into account when interpret­

in g  these re la tion sh ip s is em phasized .

T h is paper presents o i,r in itia l attempt to identify  so ­

c ia l correlates o f p sy i.natiric  d iso rders in a sam p le  o f 

residents from a US urban com munity. T h is study 

w as conducted as part o f a m ultisite ep idem io logic 

study, the Ep idem io log ic  Catchm ent Area (E C A ) 

Project. The paper describes the soc ia l correlates o f 

D S M -II I  p sych iatric  d iso rders in the com m unity 

and  exam ines som e o f  the com plex in teractions that

* An  earlier version o f this paper was presented at the World 
Congress o f Psychiatry, Vienna. Austria, July 1983.

The Epidemiologic Catchment Area Program is a series o f five 
epidemiologic research studies performed by independent re­
search teams in collaboration with stalTof the Division ol Biome­
try and Epidemiology (DB E) of the National Institute o f Mental 
Health (N IM H ). The N IM H  Piincipal Collaborators are Darrel 
A.Rcgier. Ben Z.Locke, and Jay Burke: the N IM H  Project O ffi­
cer is Carl A . Taube. The Principal Inv .itigators ind Co-Investiga­
tors from the five sites are: Yale University, UOI M H  34224, -  Je­
rome K. Myers, Myrna M.Weissman, and Gary LTischler; Johns 
Hopkins University, UOI M H  338'0, -  Morton Kramer, Ernest 
Gruenberg, and Sam Shapiro; Washington University, St. Loais, 
UOI M H  33883, -  Lee N . Robin*, and John Helzer: Duke Univer­
sity, UOI M H  35386, -  Dan Blazer and Linda George; University 
o f California, Lcs Angeles, UOI MH. 35865, -  Richard L.Hough, 
Marvin Kamo, Javier I. Escobar, V  . Audrey Bumain, and Dianne 
M.Timbers.

ex ist to produce re lation sh ip s between socia l risk 

factors and psych iatric d isorders.

There is a rich body o f data describ ing  the re la ­

tion sh ip  to m ental d iso rders o f so c ia l factors such  as 

so c ia l c la ss , so c ia l supports, and so c ia l stress (G reen- 

b latt et a l. 1982: B rugha et a l. 1982: Henderson et al. 

1977, 1 9 7 8 ,1 9 8 0 ; Brown et a l. 1972). Equa lly  im pres­

s ive  is  the literature on prob lem s invo lved in under­

stand in g  the m ean ing o f the re la tion sh ip s that have 

been identified  (W heaton 1983: K essle r 1982: C leary 

and K e s s le r  1 9 8 2 fT en n an t and Bebbington 1978). 

However, the focus o f most o f the research dea lin g  

w ith thie ex istence o f m ental health or illn e ss in the 

comm unity has been on psych iatric sym ptom s, psy­
cho log ica l d istress, or im pairm ent rather than on 

sp ec ific  p sych iatric d isorders (W eissm an  and K ler- 

man 1978: M echan ic 1982).

Tbr re liance on sym ptom  sca le s is characteristic 

o f p sych iatric  ep idem io logy in the US from W orld 

W ar II up to the recent past. Most com m unity su r­

veys in the US utilized  und ifferentiated severity m ea­

su res a sse ss in g  on ly  a narrow  range o f p sych iatric 

d iso rders (M yers et a l. 1971: W arheit et a l. 1973: 

Dohrenwend and  Dohrenwend 1969; Com stock and 

H c lsing  1976). W hile the use o f these sca le s repre­

sented an  attempt : .  deal w ith lh e  problem  o f re li­

ab ility , the resu lts from these sca le s obscured the 

underly ing heterogeneity o f p sych iatric d isorders 

(W e issm an  et a l., in press). T h is use o f im pairm ent 

sca le s in  the US w as in sharp  contrast to the ap ­

proach to ep idem io log ic survey: taken in Europe 

(Jab lon sky , in press). A lthough the use o f sem i- 

structured interview s has been a com m on practice in 

S cand inav ian  ep idem io log ic stud ies (H agne ll 1966), 

it is  on ly w ith in the last 8 years, that we have seen a 

sh ift in the United States in p sych iatric ep idem io logy 

from the assessm ent o f sym ptom s and  im pairm ent to 

standard ized  psych iatric interview s related to sp ec if­



ic  d iagno stic  criteria . These efforts have resu lted in  a 

con siderab le  im provem ent in the re liab ility  and va ­

lid ity  o f p sych iatric  d iagno ses.

In the US, the recent developm ent of the D SM - 

III criteria (A PA  1980) has led m any researchers to 

reasse ss the ex ist in g  level o f know ledge concern ing 

p sych iatric  d iso rders and the correlates o f these d is ­

orders. Fo r the first time it appears as though d iag ­

nostic  criteria used by c lin ic ian s have been spec ified  

in su ffic ien t detail that in strum ents can be developed 

for app lication  in large -sca le  m ultisite com m unity 

stud ies.

Three d iagno stic  in strum ents have received par­

ticu la r attention in the United States: the Schedu le 

*'or A ffective D iso rders and S ch izoph ren ia  (SA D S ) 

and  the Research D iagno stic  C riteria (R D C ), devel­

oped by Sp itze r and  h is co lleagues (1 975  a, 1975 b, 

1978); the R enard , developed by R ob in s and others 

at W ash ington  U niversity (H e lze r  et a l. 1981; Feigh - 

ner et a l. 1972); and the Present State Exam ination  

( P S E ) developed in Eng land  by W ing et al. (1 9 7 4 ).

One o f these in strum ents, the SA D S , w as p iloted 

in a com m unity study o f about 500  persons in New 

H aven, Connecticut, in 1 9 7 5 -7 6  (W e issm an  et al. 

1978). S ince the SA D S  required judgem en ts on the 

part o f the interviewer, h igh ly  tra ined interviewers 

were required w ith at least a  m aster’s  level c lin ica l 

education . T h is presented an in teresting dilerrtma to 

those interested in  study ing psych iatric  d iso rders in 

a s d h r r se  a country a s the US. A lthough con sid e r­

ab le  progress had been m ade in the developm ent o f 

structured p sych iatric  in strum ents, the in strum ents 

were evo lv ing in a d irection that w as m ak in g  it less 

and less feasib le  to use them in large m ultisite ep- 

idem io log ir investiga tions.

The study reported in th is paper represents the 

first attempt to u tilize  D S M -II I  d iagno stic  criteria in 

a com m unity survey. The purpose o f  th is paper is to 

exam ine the w ays in w h ich  in d iv id u a ls who have met 

criteria for a sub set o f  D S M -I I I  d iagno ses du rin g  a 

6 -m onth period o f time d iffe r from those who have 

not met the criteria. We recogn ize that we may be 

iden tify ing  a heterogeneous group o f consequences, 

correlates, and  cau sa l factors. T hus, th is report repre­

sents on ly the start o f  an endeavor that w ill in creas­

ingly come to rely on the long itud ina l nature o f  th is 
data base.

Methods

The Epidemiologic Catchment Area program (ECA)

W ith the developm ent o f  structured d iagno stic  a s ­

se ssm ents, the dem onstration o f  their fea sib ility  in 

com m unity su rvey s, and  the need for accurate in fo r­

54

m ation on rates o f  spec ific  p sych iatric  d isorders, the 

N ational Institute o f  M ental Health began in  1978 to 

o rgan ize  the Ep idem io log ic  Catchm ent Area (E C A ) 

program  as a m ultisite co llaborative study (R eg ie r et 

a l., 1984 , in press). Yale U niversity in  New Haven, 

Connecticut, w as the first site  selected, fo llow ed by 

John s H opk in s in Baltim ore, M ary land , and  W ash ­

ington U niversity in  St. Lou is, M issouri. D uke  U ni­

versity  in D urham , North C aro lin a , and  the U niver­

sity  o f  C a lifo rn ia  in Lo s Angeles were later added to 

the project.

E ach  site  co llects the sam e b asic  core m aterial 

concern ing sym ptom s, im pairm ent, u tiliza tion  o f 

health  and m ental health serv ices and sociodem o­

graph ic  characteristics o f respondents.

The prima,jy ob jectives o f  the m ultisite long itud i­

na l study  is to provide the fo llow ing  in form ation:

1. The prevalence and incidence o f spec ific  mental 

d iso rders in the com m unity by m eans ; f  su rveys o f 

s in g le -fam ily  househo ld s, m ultip le dw e llin g  un its, 

and  group  quarters, a s  well a s in in stitu tiona l settings 

such  a s nu rsing  hom es, hom es I'cr aged, p risons, 

schoo ls, and m ental in stitutions.

2. A descrip tion  of the re lationsh ip  between hav ing a 

p sych iatric  d iso rder and receiv ing treatment for that 

d isorder.

3. A descrip tion  o f the factors associated  w ith or 

cau sative  o f sp ec ific  p sych iatric  d isorders a rd  the 

consequences o f these d isorders for soc ia l function ­

ing.

The ECA  project is based  on a panel design  w ith 

coord inated su rveys o f  adu lt in stitu tiona l and  house­

ho ld  resident popu lations liv in g  w ith in  spec ific  /ell- 

defined  geograph ic areas. To th is end, the ECA  pro­

jec t represents the first large psych iatric  ep idem io ­

logic survey conducted in the United States since 

W orld W ar 11 that focuses on both com m unity and 

in stitu tiona l residents o f an area. The study invo lves 

either three (Y a le ) or two (o ther s ite s) in -person in ter­

v iew s conducted du ring  a 1-year time period for 

com m unity residents and a 1-year fo llow -up  study o f 

in d iv id u a ls re sid ing  in nu rsing  hom es, p sych iatric fa ­

c ilit ie s, p rison s, and  other in stitutions.

Sample

D ata presented in th is paper are from the first wave 

o f the com m unity com ponent o f the Yale ECA  Pro ­

jec t. In terv iew s were collected from 3 ,058  in d iv id u a ls 

18 years o f age or older, representing an overall re­

spon se  rate o f 76% . The Yale ECA  study covers a 

13-town area o f sou th -cen tra l Connectict t, corre­

spond in g  to the catchm ent area o f the Co inecticut 

M ental H ealth Center and app rox im ating  the New 

H aven-W est H aven S tandard  M etopolitan S tatistica l

1
* >
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Tab let. Characteristics o f respondents: New  Haven Epidemio­
logic Catchment Area i unweighted data)

Number Percent

Sex
Male 1291 42-2
Female 1767 57.8

Age(vears)
18-29 423 13.8
30-44 1234 40.4
45-64 790 25.8
65 + 611 20.0

RaceJ
White 2592 85.2
Black 334 11.0
Hispanic 63 2.1
Other 52 1.7

Education-*
0-8 388 12.7
9-12 1345 44.1
13 cr more 1320 43.2

Marital Status*
Married 1622 53.1
Widowed 366 12.0
Separated 120 3.9
Divorced 287 9.4
Single 661 21.6

Household Income*
Less than S 5,000 282 10.3
5-9.999 434 15.8

10-19.999 ' 818 • ■* 29.7
20-34.999 820 29.8
S 35,000 or more 397 14.4

* Total is less than 3058 due to missing values

Area. In 1980, the area had a total popu lation  o f

4 2 0 ,0 0 0  persons liv in g  in 150 ,000  housing  units. O f 

these, 300 ,000  were aged 18 or o lder and  not in stitu ­

tiona lized . The area inc ludes two general ho sp ita ls, a 

large com m unity m ental health center, a m ajo r m edi­

cal schoo l, a Veterans’ A dm in istration  hosp ita l, and 

a sm a ll private p sych iatric  hosp ita l.

As Table 1 ind icates, 57 .8%  o f our respondents 

were fem ale, over h a lf  o f the sub jects were m arried, 

*• and over 85%  o f the sam p le  were white. The m edian 

age o f our sam p le w as 41 . H a lf  o f the respondents 

had a househo ld  incom e o f US 520 ,00 0  or more. A l­

most three-quarters o f  the respondents had com plet­

ed h igh  schoo l and 49%  were w o rk ing  fu ll-tim e at the 

lim e o f the interview .

Diagnostic Interview Schedule (D IS)

The interview  used in th is study included version 2 o f 

the N IM H  D iagno stic  In terv iew  Schedu le (D IS )  

(R o b in s et a l. 1980 ) and questions concern ing gen ­

eral health, functional d isab ility , soc iodem ograph ic

Table2. D S M -I II diagnoses from DIS

Alcohol abuse or dependence 
Anorexia nervosa 
Antisocial personality 
Drug abuse or dependence 
Manic episode 
Major depressive episode 
Obsessive compulsive 
Panic
Agoraphobia 
Simple phobia
Schizophrenia or schizophreniform 
Somatization
Cognitive impairment* ("organicity")

* Based on Mini-Mental Status Exam

characteristics, barriers to care, role perform ance, 

and  u tiliza tion  o f general m ed ical, m ental health , 

and  hum an  service fac ilit ie s. A ll in terv iew ing w as 

conducted in the fie ld  by tra ined lay  interviewers. 

The entire interview  took approx im ate ly  1 h to com ­

plete.
B rie fly , the D IS  is a  h igh ly  structured interview  

that w a s designed for use by lay in terv iewers in ep­

idem io log ic stud ies and is capab le o f generating a 

set o f  com puter d iagno ses accord ing to D S M -II I , 

F e irhner, or Research D iagno stic  C riteria (R o b in s et 

a l. Iv S l a). T h^D <SM -III d iagno stic  equ iva len ts gen- 

e ia ted  by version 2 o f the D IS  are presented in 

Table 2. It is po ssib le  to u tilize  the three d ifferent sets 

o f  d iagno stic  criteria w ith  a s in g le  in terview  because 

the three system s share a com m on heritage to the de­

gree that they address d iagno ses from a descrip tive 

rather than an etio logic perspective (R o b in s et al. 

1981b ). For the purposes o f this paper, we w ill be 

referring to anyone m eeting D S M -II I  criteria for one 

o f the d iso rders included in Table 1 as h av ing  a 

D S M -II I  d iagno sis.

The D IS  e lic its the elem ents c f  a d iagno sis , in ­

c lud in g  severity, frequency, d istr ibu tion  over tim e o f 

sym ptom s, and whether or not they can be exp la ined  

by physica l illn e ss, drug or a lcoho l use, or another 

p sych iatric  d iagno sis. The instrum ent conta in s struc­

tured questions and probes and is precoded so that 

after ed iting, an sw ers can be entered d irectly  into the 

computer. D iagno ses can  be generated to cover a 

range o f  time periods: w ith in  the last 2 weeks, 

1 m onth, 6 m onths, 1 year, or lifetim e. The m ajo r in ­

novation included in the D IS  is  its use o f  sp ec ific  im ­

pairm ent criteria in generating d iagno stic  equ iva ­

lents and  its ab ility  to d isregard  sym ptom s caused  by 

drugs, a lcoho l, m edication , or physica l illn e ss. F in a l­

ly, the D IS  a llow s an a ly s is  at the levels o f sym ptom , 

syndrom e, and d isorder, thus m ak ing it po ssib le  to 

com pare data from the D IS  w ith that co llected from 

other d iagno stic  in terv iew s and  sym ptom  sca le s.
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Cognitive impairment

In the L iS ,  cogn itive function ing w as a sse ssed  by the 

M in i-M enta l State Exam  (M M S ) developed by Fo l- 

ste in et a l. (1 9 7 5 ) to provide a short c lin ica l screen for 

the presence o f dem entia or related d iso rders pro­

duc in g  im pairm ent o f cogn itive function . The M M S 

is a scored form o f a cogn itive mental sta tu s exam i­

nation requ iring 5 -1 0 m in  to adm in ister. The m ax i­

mum score is 30. w ith a score o f 0 - 1 7  ind ica tive  o f 

severe cogn itive im pairm ent (H o lze r  et a l., in p re ss).

Social factors

The D5S e lic its in form ation  concern ing the sex , age, 

race, and  m arita l sta tu s o f respondents. At the Yale 

site , the D IS  w as supp lem ented  w ith a se rie s o f  ques­

tions concern ing educationa l atta inm ent, w ork h isto ­

ry, s ize  and com position  o f  househo ld , personal and  

househo ld  incom e, so c ia l contacts and  sa tisfac tio n  

w ith so c ia l contacts, and death o f parents or gu ard ­

ian s. Subsequent w aves o f  in terv iew s ob ta in  more 

deta iled  in fo rm ation  concern ing occupationa l mo­

b ility , a s well a s add itiona l in fo rm ation  on so c ia l net­

w o rks and so c ia l supports.

Statistical analysis

In pu rsu ing  our investiga tion  o f so c ia l corre lates o f 

p sych iatric  d isorder, we first identified  factors that

Table 3. Current 6 month prevalence o f specific psychiatric disor­
ders: New  Haven S M S A  (unweighted)

Rates/100

Simple phobia 4.9
Alcohol dependence/abuse 4.7
Major depressive episode 4.4
Agoraphobia 2.9
Drug abuse/dependence I.S
Obsessive-compulsive disorder 1.4
Schizophrenia/schizophreniform 1.2
Manic episode 0.9
Panic 0.9
Antisocial 0.6
Somatization 0.2
Severe cognitive impairmenr1 1.3

J Mini-Mental score 17 or fewer correct

were related to the presence o f  a recent d iso rder by 

an a ly z in g  tw o -w ay contingency tab les. A lthough this 

represents an in it ia l investigation  o f correlates o f 

p sych iatric  d isorder, we felt that m any soc ia l factors 

w ou ld  be related to the age an d /o r sex o f the re­

spondent and  that we w ou ld  w ant to control for th is 

in our an a ly se s . T hus, after investiga ting  the zero -or­

der re la tion sh ip  beitween a soc ia l factor and psy­

ch iatr ic  d isorder, wt: a lso  determ ined the extent to 

w h ich  a  re lation sh ip  continued to ex ist when age and 

sex  were contro lled . In order to accom p lish  th is we 

u tilized  procedures for an a ly z in g  categorical data 

that a llow  for the testing o f h igher-order effects and 

in teractions (G r izz le  et a l. 1969; SA S 1982).

Results

Six-Month Prevalence Rates

In  th is paper we exam ine the characteristics o f  those 

respondents who either scoreu 17 or lower on the 

M M S or who met criteria for one o f  the D S M -III  

d iso rders asse ssed  by the D IS , fo cu sing  our attention 

on the characteristics o f  those in d iv id u a ls who met 

criteria for a d iso rder w ith in  6 m onths o f be ing inter­

v iew ed . S ince ou r goal is to identify  correlates o f  psy­
ch iatr ic  d i s o r d e r  those people for whom  we have 

D IS  d iagno ses, and  not to generate prevalence rates, 

the data u tilized  in the ana ly se s presented in th is pa­

per were not weighted in any m anner. As a resu lt, the 

reports o f overa ll and  sp ec ific  prevalence rates con­

tained in th is paper d iffe r sligh tly  from those u tiliz ­

in g  data that have been ad justed  to take into account 

the effects o f  study design  and nonresponse (M yers 

et a l. 1984, in press).

A lthough we w ill be focusing our attention on 

factors related to h av in g  a d isorder, a know ledge o f 

the relative frequency o f  spec ific  d iso rders in our 

sam p le  w ill a id  in the interpretation o f subsequent 

an a ly se s . Tab le 3 presents the 6-m onth p-evalence 

rates o f  sp ec if ic  d iso rders as iden tified  by the D IS . 

S im p le  phob ias represent the most com mon d isorder 

am ong our respondents w ith over one-quarter o f 

those m eeting criteria for any d iso rder hav ing a s im ­

ple phob ia . A lcohol abu se  or dependence and m ajor

Table 4. Current 6 month prevalence .if any diagnosis: number o f cases and rate o f disorder by age and sex (unweighted data)

Age (years) Males Females Total

Number Rate/100 Numbr.- Rate/100 Number Rate/100

18-44 147 20.5 216 23.0 363 21.9
45 or more 75 13.1 94 11.4 169 12.1

A ll ages 222 17.2 310 17.5 552 17.4
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depressive ep isodes are a lso  re latively com mon. At 

the other end o f the continuum , som atization  is 

in frequent in our sam p le . W ith in 6 m onths o f the 

study interview , 17.4%  o f a ll respondents met the cri­

teria for any o f  the d iso rders a sse ssed  by the D IS .

Social risk factors and recent psychiatric disorders

Table 4  show s the age- and sex -sp ec ific  rates o f re­

cent d iso rders. A lthough there is a sm a ll d ifference 

between the overall rates for m ales and  fem ales (1 7 .2  

vs 17 .5 /100 ), th is d ifference is not sta tist ica lly  s ig n if i­

cant (,Y - = 0 .06 : d f— 1; NS). There is an im portant 

age effect, w ith  younger respondents hav ing a lm ost 

tw ice the rate o f d iso rder as o lder respondents (2 1 .9  
vs 1 2 .1 /100 ).

Because o f  the strong age n fe c t in ou r data and 

the re la tion sh ip  between sex  and  d iso rder found in 

previous stud ie s, we felt that it w as im portant to look 

at the s im u ltaneou s effect o f  age and  sex . W hen age 

and sex were both incorporated into a  statistica l 

m odel there w as st ill no s ign ifican t sex  effect 

(,Y: =  0 .0 0 ; df=  1; P= NS). The age effect rem ained, 

w ith  those in the younger age group (1 8 - 4 4 )  hav ing 

s ign if ic an tly  h igher rates than o lder respondents 

(45  +  ) {X2 = 4 5 .6 6 ; df=  1; P < 0 .0001 ). There w as no 

age-by -sex in teraction; o lder m ales and  o lder fe­

m ales m anife sted  a low er level o f d iso rder than 

younger in d iv id u a ls o f  the sam e sex.

T ab le 5 presents the 6-m onth prevalence rates o f 
d iso rder for d ifferent soc ia l factors. The rates were 

ca lcu lated  by u sin g  the b asic  two-way tab le o f so c ia l 

factor by disorder. None o f the var iab le s in Table 5 

(race, num ber o f  people in househo ld , liv in g  w ith a 

ch ild  age 5 or under, or the ch ildhood lo ss o f  a parent 

or gu ard ian ) were related to hav ing  a recent p sych i­

atric d isorder. T h is lack  o f re lationsh ip  held , regard­

less o f  whether or not age and sex were contro lled 
for in the ana ly se s and sex.

T ab le 6 presents the 6-m onth prevalence rates for 

factors found to be related to the rates o f  d isorder. In 

add ition , Table 6 presents the level o f s ign if ican ce  re­

su lt in g  from the b asic  test o f  s ign ifican ce  for the 

two-way table and the resu lts from the G S K  m odels 

used to control for the eftects o f age and sex. A ll o f 
the var iab le s presented in Table 6 were related to d is ­

order both before and after age and sex were con­

trolled for.

As ind icated  earlier, be ing young is strong ly  re lat­

ed to hav ing  had a recent d isorder. Factors related to 

socioeconom ic statu s, education , and  incom e are a l­

so  strong ly  related to d isorder, w ith rates vary ing 

from 13 .7 /100  in  in d iv id u a ls hav ing incom es o f US 

$20 ,00 0  or m o.e to 2 0 .4 /1 0 0  in in d iv id u a ls earn ing 

le ss than US $5 ,000 . As one m ight expect, ind iv idu -

T a b le f .  Social factors not s ign ificantly related to  6 m onth  preva ­

lence rates for any disorder

Risk factors Six month prevalence 
any diagnosis 
rates/100

Race:
White 17.1
Black 17.7
Hispanic 28.6
Other 17.3

Number o f people in household:
1 16.8
2 15.4
3 20.6
4 19.3
5 + 16,2

Live with children age 5 and under:
Yes 19.2
No 17.1

Death o f parent or guardian as a child:
Yes 19.0
No 17.1

a ls  who were w ork ing fu ll-tim e at the time o f the in ­

terview  had low er rates than those who were not em ­

p loyed fu ll-tim e.

^ d ic a to r s  o f  ̂ c i a l  support and so c ia l contact 

are strong ly  related to rates o f d isorder. Respondents 

h av in g 'n o  contact w ith friends during  the 2 weeks 

prio r to being interviewed were m uch more lik e ly  to 

have had a recent d iso rder than those hav ing  som e 

contact w ith friends. Interestingly , in d iv id u a ls w ith 

m oderate levels o f  contact appear to have the lowest 

rates o f d isorder. The respondent’s sa tisfac tion  with 

contact w ith friends w as a lso  strong ly  related to hav­

ing experienced a recent d isorder, w ith respondents 

•dissatisfied w ith their contact hav ing  alm ost tw ice 

the rate a s those who were sa tisfied  w ith their contact 

(3 0 .4  vs 1 6 .1 /100 ). Respondents reporting that they 

had  friends nearby w ith whom  they cou ld  ta lk  about 

their most personal problem s were less like ly  to have 

had a  recent d iso rder than those who d id  not have 
friends o f th is type (16 .2  vs 19 .8/100 ),

The strongest re lationsh ip  in T ab le 6 has to do 

w ith re lations w ith one’s spouse . In u iv id u a ls s p o r t ­

in g  that they d id not get a long very well w ith their 

spou se s du ring  the 2 w eeks prior to being inter­

v iewed had a rate more than four tim es that o f those 

who got a long very well w ith their spouses. R espon ­

dents reporting that they were se ldom  or never ab le 

to con fide in their spouses du ring the 2 w eeks prior 

to be ing interviewed had a  rate o f d iso rder more than 

tw ice that o f  those who often had been ab le to con ­

fide in their spou se s (28 .8  vs 12 .5 /100 ). F in a lly , in d i­

v id u a ls liv in g  in househo ld s con ta in ing nonrelatives



Tab le  6. Socia l factors sign ifican tly  related to 6*m onth preva lence rates for a n y  disorder

Risk factors Six-month prevalence 
any diagnosis rates/100

Significance 
twe way Table (P)

Significance 
controlling for 
age and sex

Age (years): ,
18-24 25.1
25-44 20.8
45-64 12.0
65 + 12.1 <0.0001 <0.000 'J

Marital status:
Married 14.1
Widowed 14.8
Separated 26.7
Divorced 25.8
Single 21.5 <0.0001 <0.0001

Education in years:
0-8 18.0
9-12 19.1

13 + 15.4 <0.001 <0.01

Personal income:
0-4,900 20.4
5-9,900 17.9

10-19,900 15.0
20,000 + 13.7 <0.003 <0.002

Currently employed- -----------------1
N o  or never 18.4
Yes 16.3 :\

|j
<0.04 <0.0001

Contact with friends •K*- ^  lrt~*
(days per last 2 weeks):

0 • «  24.8 %

1-7 14.8 -
8-14 18.1 <0.02 <0.0001

Friends nearby who can help:
Yes 16.2
No 19.8 <0.02 <0.001

Satisfied with friendships and relatives:
Dissatisfied 30.4
Ambivalent 28.7
Satisfied 16.1 <0.0001 <0.002

Getting along wiih spouse: .
Not well 51.2
Fairly well 20.1
Very well 12.0 <0.0001 <0.0001

Can confide in spouse:
Seldom 28.8
Sometimes 18.1
Often 12.5 <0.0001 <0.0001

Living with non-relatives:
Yes 27.6
No 16.6 <0.0002 <0.01

•■controlling only for sex

were more like ly  to have had a recent d iso rder than 

in d iv id u a ls who resided by them selves or w ith re la­
tives.

In  order to understand the re la tion sh ip s that ex ist 

between so c ia l factors and  m ental d isorder, it is 

som etim es necessary either to control for factors

such  a s age or to inc lude h igher order effects in sta ­

tistica l m odels. The d a ti in  Table 7 ind icate that cer­

ta in  re la tion sh ip s are found on ly i f  we fa il to control 

fo r the age o f the respondent in the an a ly s is . Thus 
the re la tion sh ip  between hav ing  fewer ch ild ren  and 

h av in g  a recent d iso rder and the re la tion sh ip  be-
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Tab le  7. Social factors sign ifican tly  related to  6 -m onth  preva lence rate for any  current diagnoses on ly  w hen  age and sex arc not contro lled

Risk factors Six month prevalence 
any diagnosis rates/100

Significance 
two-way table (P)

Significance 
controlling for 
age and sex ( P)

Number o f children:
0-2 18.5
3 + 14.8 <0.01 <0.13

Live? with children ages 6-18:
Ye , 19.2
No 16.2 <0.02 <0.59

TablcS. Relationship bctwern 6-month prevalence rates o f any 
disorder and marital status: rates per 100

Males Females

Married 12.6
Widowed/separated/divorcco 30.4
Single 21.6

9.5
17.7
21.4

Table 9. Relationship between education and 6-month prevalence 
rates o f disorder: rates per 100

Education Age

18-14 45 or more

0-8 
9-12 

13 +

20.4
27.1
18.0

17.7
10.3
9.8

Table 10. Relationship between the number o f days in (he past 
2 weeks with con-icts with friends and 6-month prevalence rates 
o f any psychiatric disorder: rates per 100

Days having contact 
with friends

Males Females

0
1-7
8-14

21.7
11.2
21.4

28.8
18.0
16.1

tween liv ing  w ith ch ild ren  6 - 1 8  years o f  age and hav­

in g  a recent d iso rder are found to be spu riou s when 

one contro ls for the fact that younger in d iv id u a ls are 

more like ly  to be found in both o f these situation s.
The next three tab les exp lore the h igher-order re­

la tio n sh ip s that ex ist in the data we have ju s t  de­

scribed . Table 8 ind icates that a lthough  h igher rates 

o f  d isorders are associated  w ith m arita l statu s, there 

a lso  ex ists an interaction when both m arita l status 

and the sex o f the respondent are considered  

( ^ -  = 9 .58 ; df= 2\ PcO .O l). T hu s, men who are w id ­

owed, separated , or d ivorced have a h igher rate o f 

d iso rder (3 0 .4 /1 0 0 ) than other men (1 2 .6 / 1 0 0  for

m arried ; 2 1 .6 /1 0 0  for sin g le  m en), w h ile  sin g le  wom ­

en have a h igher ic te  o f d iso rder (2 1 .4 / 1 0 0 ) than o th­

er wom en (9 .5 / 1 0 0  for m arried; 17.7 for w idowed, 

separatee , or d ivorced).

In a  s im ila r fa sh ion . Table 9 show s the h igher-or- 

der interaction effect between education and age on 

psych iatric  d iso rder ( ^  = 7 .19 ; df=  2 ; P < 0 .03 ). In 

ou r study we find that am ong o lder in d iv idu a ls , edu ­

cation appears to have a protective feature, w ith 

those w ith the least education ( 0 - 8  years) reporting 

the h ighest rates o f d isorder. In  our younger age 

group , w e find that it is  those w ith 9 - 1 2  years o f edu ­

cation who have the h ighest rates o f  d isorder.

Tab le 10 show * that the num ber o f contacts w ith  

friends is related to d iso rder in a lin ear fash ion  in 

wom en but not in  men (A-2 =  17.32; df=  2 ; P<
0 .0002 ). T hu s, wom en have h igher rates o f d iso rder 

than men at lower leve ls o f contact and  low er rates at 

h igher levels o f contact. These find in gs suggest that 

the re la tion sh ip  between so c ia l r isk  factors and p sy ­

ch iatr ic  d isorder m ay be very com plex and  that 

stud ie s that fa il to control for b a sic  sociodem ogra­

ph ic characteristics m ay produce m islead ing  resu lts.

Discussion

We have presented in itia l f in d in g s from a large and 

com plex ep idem io log ic  survey. These are the-first re­

su lts from the Yale ECA  exam in ing risk  factors for 

p sych iatric d isorders. W hen we looked at the d istr i­

bution o f  p sych iatric d iagnoses in our respondents, 
we found the 6-m onth prevalence rate o f  any current 

p sych iatric  d isorders, in d u c in g  severe cogn itive im ­

pairm ent, to be 17.4% . Phob ia , a lcoho l abuse or de­

pendence, and affective d iso rders are the most prev­

a lent d iso rders in our ..ample. We need to stress that 

these rates have not been weighted to take into ac­
count the effects o f  the study design  or nonresponse.

The factors related to hav ing  any current psy­

ch iatr ic  d iagno sis inc lude being young, poor, and  so ­

c ia lly  iso lated . These find in gs are in agreem ent w ith
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m uch o f the ear lie r research. Interestingly , race, sex, 

:*arlv ch ildhood lo ss o f  a parent or guard ian , and 

pre" ncc o f young ch ild ren in the househo ld  d id  not 

d iffe ren tia lly  increase the risk  o f p sych iatric  d iso r­

der.

There is a certain degree o f am bigu ity  in the liter­

ature concern ing the r e K  onsh ip  between so c ia l fac ­

tors and  m ental illn e ss. A recent survey o f 1 ,536 re si­

dents in three com m unities in U pper B avaria  by 

p sych iatrists u sin g  a sem istandard ized  interview  

found that fem ales had  a h igher rate o f  p sych iatric 

d iso rder than m ales (Von Zerssen  and W eyerer 

1982). Bebbington et al. (1 9 8 1 ) a lso  report a h igher 

rate o f  d iso rder am ong fem ales, a lthough  only for 

sp ec if ic  age groups. On the other hand , in their su r ­

vey o f  Canberra. A ustra lia , H enderson et a l. (1 9 7 9 ) 

found no sex d ifferences in either GHQ  scores, P S E , 

or p robab ility  o f caseness.

We are uncertain  whether d ifferences between 

our find in gs and those from other stud ie s reflect d if ­

ferences in the com m unities stud ied , d ifferences re­

su lt in g  from the sp ec ific  instrum ents used, or d iffe r­

ences in the criteria used in m ak ing d iagno ses. 

A lthough the range o f d isorders a sse ssed  may have 

an effect on the sex d ifferences identified  sin ce m ales 

tend to have h igher rates o f som e d iso rders and fe­

m ales h igher rates o f otner d iso rders (DoJinenwend 

et a l. 1980), sex  effects m ay vary even when the sam e 

instrum ent is  adm in istered  in d ifferent com m unities. 

M yers et a l. (1 9 8 2  in p re ss) found that at the first 

three ECA  site s, m ales experienced h igher rates o f 

d iso rder in St. Lou is, fem ales experienced h igher 

rates in Baltim ore, and  no s ign ifican t d ifference w as 

found am ong respondents in New Haven.

T h is study suggests that som e o f the re lationsh ip s 

found between mental illn? ,s and so c ia l risk  factors 

in ear lie r stud ies m ight d isappear i f  sex and or age 

were controlled for in the ana ly ses. On the other 

hand , we have aga in  found that socioeconom ic sta ­

tus appears to be strong ly  related to m ental illn e ss. In 

sp ite  o f  the frequency w ith which th is re lationsh ip  

h as been found , we seem  to know  little about the un-

ly in g  processes at work. Our data suggest that ed­

ucation may p lay a d ifferent role in younger and o ld ­

er persons. I f  the re la tion sh ip  between education 

ano m ental illn e ss is chang ing , th is has im portant im ­

p lication s for sub sequent research, sin ce  education is 

an im portant com ponent o f most ind ice s o f so c io ­

econom ic status. It appears from our in itia l an a ly s is  

that education may not be w ork ing a s a protective 

factor in the sam e w ay as p reviously  thought.

We a lso  found that the effects o f both m arital sta ­

tus and  contact w ith friends depends on the sex  o f 

the respondent. Be ing  wi ved, separated , or d i­

vorced seem s to have more o f a detrim ental effect for

men than for wom en. A lthough sin g le  men and 

wom en m anifest com parab le rates o f d isorder, for 

wom en th is is the h ighest risk group w h ile  for men 

th is represents a moderate risk group.

As W eissm an and (German (1 9 7 8 ) have noted, it 

is  crucia l that we expand our an a ly s is  from stud ie s o f 

overa ll leve ls o f im pairm ent to the study o f leve ls o f 

sp ec ific  p sych iatric  d isorder. The long ituo ina l nature 

o f  the study and the po ssib ility  for future interview s 

w ill a llow  for the necessary prospective study o f  so ­

c ia l r isk  factors. We w ill a lso  begin to exp lore the fac­

tors that are related to the incidence as well a s  the 

prevalence o f spec ific  p sych iatric d isorders.
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Cramer

A M E N D M E N T

Offered in the HOUSE By Pignalberi

TO: HB 466

Page 3, lines 17 - 18, delete "public works"

Page 5, line 18, delete "and"

Page 5, line 26, delete and insert and"

Page 5, after line 26, insert a new paragraph to read:

"(3) an oil or gas lease, a unitization agreement, or any 

renegotiation of a lease or agreement if the state is a party to the 

lease or agreement and the project is performed in whole or in part on 

state land."

- 1 - 1/29/8 6



Suggested Amendments to draft SS HB 466 Cvv«)
1. The bill, in various places, provides for a preference 
for eligible and available residents. Shouldn't the 
preference extend to "eligible, g u a l i f i e d . and available" 
residents?

2. P.2, 1.25, after "department", add: "and is either not 
employed or is engaged in employment that does not utilize 
the skills acquired in the job-traini ng  program."

3. The preferences establis hed under the bill (secs. 150, 
160, and 170) are to remain in effect for a period of three 
fiscal years after the commissioner of labor’ s 
determination. From the standpoint of being able to justify 
it legally, this seems to be too long a v ,'iod. I would 
recommend a tuo year period as a maximum, although even that 
may not be defensible without development of findings that 
show the need for a two year period

4. Sec. 150(b)(1) provides for a triggering me c h an i sm  to put 
the preference created under s e c . 150 into effect when 
unemployment in the affected area is higher than the 
national unemployment rate. From a legal standpoint, I 
would be more comfortable defending this preference if the 
trigger only clicked "on" when local unemployment is 
substantially higher (whatever that means...) than the 
national average(e.g. two percent higher (?)). As presently 
set up, the preference lould click "on" if the area rate is 
9.9 per cent and the national average is 9.8 per cent.

5. S e c .1 7 0 ( b ) (5) calls for the commissioner of labor to 
make a determination of past economic di sc rimination against 
the civilian minority population of the area. This may r.ot 
always be possible (or advisable) factually, legally, or 
politically. I would suggest that the requirement for this 
finding be deleted (strike subpar.(5)) and that it be 
included with subpar.(2) as an alternate finding. In other 
words, the commissioner either finds that minority 
unemployment is at least two times nonminor ity unemployment 
or that the minority population has suffered past economic 
discrimination.

6. P.4, 1.13;p.5, 1.3; and p.5, 1.22. Change "social 
problems" to "social or economic problems in the area."

7.1 do not understand why S e c . 12 of the bill would delay the 
effective date of Sec. 4 of the bill until after a final 
court judgment that one or more provisions of this bill are



unconstitutional. Uhy not make it effective with the rest 
of the b i l 1?

8. Sec. 13 of the bill would delay the effectiveness of the 
provisions of this bill if we decide to seek review of the 
Franci s decision by the U.S. Supreme Court. I would 
recommend that this bill take effect immediately, whether or 
not we seek review of F r a n c i s . Otherwise there would be no 
local hire enforcement possible until after the U.S. Supreme 
Court has done its thing. Uhat should be delayed pending 
finality in Franc i s . is the repeal of AS 36..’^.010 by Sec.
11 of the bill.
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BOX 111038 
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M E M B E R
Labor and Commerce 

State Affairs 
Finance— Subcomm ittee Adm in istration

Representative H. A. “RecT Boucher

M E M O R A N D U M

To Rep. Mike Navarre, Member 
House Labor and Commerce C

From Rep. H.A. "Red" Boucher, Cnair ) 
House Labor and Commerce Committ

Date February 5, 1986

Subject: Expert Witnesses for testimony on HB 466 at Feb. 6
Committee Hearings

The Alaska Supreme Court decision in the Francis case two weeks 
ago indicated that unemployment alone is not sufficient grounds 
fot an Alaskan hire law to exist. After conversation last 
Thursday with Ron Lorenson, Deputy Attorney General, it was 
established that we need to provide for the legislative committee 
record findings of information and fact that demonstrate a 
critical causal link exists between unemployment and various 
social problems or social ills.

Among the social ills Lorenson pinpointed were alcoholism, 
suicide, violent crimes, poverty, broken families, and 
insovlencies/bankruptcies. For the record then, we need to 
obtain testimony from expert witnesses who can give us insight 
into the linkages that exist. We have been contacting people we 
think can shed light on this area, and have asked them to make 
brief overview presentations of about 5 minutes each, giving an 
overview of the connection between unemployment and the area they 
are familiar with and expert in.

We asked them to make reference to specific written documents or 
publications they a^e familiar with, on both the federal level 
and the state level where it exists, and asked them to send that 
material to us as it becomes available. Some of it will be here 
in time to include in the record; but if not, we asked them to 
send it anyway so it could be included later.

Attached, therefore, is a list of expert witnesses that we have 
contacted and would like to be allowed to present testimony first 
for the House Labor and Commerce Committee Hearings on Thursday, 
February 6, 1986 from 1:15 to 2:45 via statewide teleconference.



In a tew cases, they requested that they be allowed to testify 
first because of scheduling conflicts— and we have indicated 
those. Also, a few of them cannot attend the hearing or a 
teleconference site because of work conflicts, but are available 
on a teleconference bridge call. When we are ready for them, 
please just indicate, and we can take about 30 seconds to call 
them, and have them dial back into the bridge and hook up to the 
teleconference for their testimony.



LIST OF EXPERT WITNESSES

1. John Tabor Director, Division of Public Assistance, Dept, 
of H & SS, 465-3347. Linking unemployment to 
poverty. Will be here live; wants to go fi**st 
due to testimony at 1:45 in another Committee.

2. Michael Price Director, Division of Family and Youth 
Services, Dept, of H & SS, 465-3170. Links un­
employment to sexual abuse, domestic violence, 
Wishes to testify early due to a 2:00 
Committee hearing. Will be here live.

3. Matt Felix Coordinator, Office of Alcoholism and Drug 
Abuse, Dept, of H & SS, 586-6201. Links to 
alcoholism. Will be here live.

4. Dr. Joesph Cuterichi Clinical psychologist & head
counselor, Vietnam Veteran Center, Anchorage, 
phone 563-6966. Would like to testify early 

' if possible, around 1:30-2:00. Links to
mental health.

5. Dr, Aaron Wolf Director, Langdon Clinic, Anchorage. Will be
calling on a bridge from Kotzebue when we are 
ready for him. Is also Chief Medical Consult- 
tant for Voc. Rehab. Links to mental health.

6. Cecilia Kleinkauf Social Work Dept. Faculty, U. of Alaska-
Anchorage, phone 786-1725. Wou?„d like to 
testify from her office when we are ready for 
her. Links to broad range of social problems.

7. Dr. Norma Forbes Acting Director, Division of Mental Health,
Dept, of H & SS, will be in Anchorage for 
meetings and would like to have us call her 
when ready. Links to suicide, and also 
studies that show unemployment is a key 
indicator.

Additional people we have contacted who have not yet committed; 
but may be able to by Committee meeting time:



8. Cominco Representative --Lisa Parker, the AA to the President
of the Company, may have someone lined up to speak; they have the
most liberal policy on Alaskan hire of any company in the state, 
its even better than any of our past or future state laws; and 
they have also done some detailed studies linking unemployment to 
various problems in both Canada and Alaska.

9. Willis Kirkpatrick —  Dir., Division of Banking, Securities
& Corporations, Dept, of Commerce, Links to
insolvency and bankruptcy.

10. Shirley Green -- Trying to arrange for soi..eone else from the
Women's Resource Center in Anchorage to 
testify in Heather Flynns abscence on links 
to sexual abuse and assualt, etc.

11. Dr. Kelso Center for Alcoholism and Addiction STudies,
U. of A.-Anchorage.



SOHIO A L A S K A  P E T R O _ E U M  C O M P A N Y

G. N. N E L S O N
PRESIDENT

December 23, 1985

The Honorable Marco A. Pignalberi 
Alaska State House of Representatives 
6901 Tudor Road 
Anchorage, Alaska 99504

Dear Representative Pignalberi:

I must apologize for not having responded sooner to your letter of 
December 5. This delay was due primarily to my travel schedule, and 
the press of year end business.

I am pleased to know of your opposition to HB 353 which would 
dramatically increase the tax burden on Alaska's oil and gas 
industry. Sohio also shares your belief that direct taxation is not 
the only way the oil industry can benefit Alaska. Sohio's actions 
over the years have shown our commitment to our State, and this 
commitment will continue into the future.

Sohio is also committed to the concept of hiring local residents and 
contractors when they are qualified and competitive. You may 
already know that approximately 94 percent of Sohio Alaska Petroleum 
Company employees live in the state of Alaska.

As I understand i*-, your real concern lies in the area of 
construction contracts, and I share your concern in this area as 
well. I would be pleased to meet with you, either in Anchorage or 
in Juneau, to discuss this public policy problem and to let you know 
what Sohio has done and is doing in this area.

Bob Straub or Jim Palmer of our Government Affairs department will 
be in contact with you to arrange a date and time for such a meeting.

I look forward to a positive and fruitful discussion of this matter.

900 E A S T  B E N S O N  B O U L E V A R D  
A N C H O R A G E .  A L A S K A

T E L E P H O N E  (907) 564 5423

P .O  B O X  6612 
A N C H O R A G E ,  A L A S K A  995020612



ARCO Alaska, Inc.
Post OHice Box 100360 
Anchorage, Alaska 99510 
Telephone 907 265 6511

Harold C. Heinze 
President

December 23, 198S

The Honorable Marco Pignalberi 
Alaska State Legislature 
Pouch V 
State Capitol 
Juneau, Alaska 99811

Dear Representative Pignalberi:

I appreciate your letter of December 5 expressing 
your concerns about oil taxation and Alaska hire.
Your continued opposition to additional oil taxes 
is essential to preserving Alaska's economy and jobs.

ARCO Alaska has long supported the concept of Alaska 
hire. We believe that oil development should be 
of benefit to all Alaskans. Examples of our commitment 
are +he facts that we are headquartered in Anchorage 
and that the Department of Labor has reported over 
98% of our 2200 employees are Alaska residents.

I accept your suggestion of trying to improve our 
contractor achievement. I have asked my key managers 
to review our contracting practices with regard 
to Alaska hire and search for new approaches. As 
an immediate step we are re-communicating our concern 
to contractors, and informing them we intend to publish 
their commitment to hiring Alaskans in our bid award 
press releases. 1 am pleased that the recipient 
of our last two maintenance contract awards, VECO 
and Peak, committed themselves to 90-95% Alaska hire 
(see attachments). We are hopeful these successful 
bid awards noting Alaska hire percentages will encourage 
other contractors bidding on our jobs to increase 
their level of Alaska hire. We recognize that our 
unionized contractors, whom are very important to 
us, have less flexibility in meeting our goals (attached 
letter).

A quick review of ARCO's drilling operations indicates 
that we currently utilize 8 of the 9 existing Alaska 
drilling contractors. These drilling contractors 
report Alaska hire percentages varying between 50% 
and 90%. We will explore ways to see what improvements 
may be possible.

ARCO A l i , k » ,  Inc.  I t  • S u b t ld l a r y  o l  A l l a n t l c R l c h f l e l d C o m p in y



Honorable Marco A. Pignalberi
Page 2
December 23, 1985

If "Alaska hire" becomes an essential item of the 
legislative agenda, I would urge your support of 
an incentive approach, rather than the punitive/regulatory 
style of earlier proposals. The idea of tax credits 
to employers of Alaskans seems the most effective 
and workable of various suggestions.

You can be assured that ARCO Alaska will work even 
harder with our contractors to encourage and a^d 
improvements in their Alaska and local hire. We 
intend to publicize their commitment and correct 
the misinformation that appears to exist.

Thank you for expressing your concerns. As we formulate 
other new approaches, I would like to discuss them 
with you.

Sincerely,

c c :
J. W. Bass, Kuparuk Project Manager
H. P. Foster, Jr. , Vice-President, Engineering
J. W. Hart, Prudhoe Operations Manager
M. L. Hazelwood, Vice-President, Finance, Planning

8 Ccntrol
D. A. Heatwole, Vice President, External Affairs
R. H. Murtland, Contracts Formation 8 Admin. Manager
L. R. Nunn, Alaska Construction Manager
B. L. Odom, Sr. Vice President, Operations
R. A. Ruedrich, Drilling Manager
J. D. Weeks, Kuparuk Operations Manager
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' . Two Anchorage companies
' have won multimillion dollar 
. contracts from Arco Alaska Inc. for construction,• work • on the ' 
North Slope.
- 'The oU company announced 
Monday that Veco Inc. has re­
ceived a contract for more than $5 million. Veco will provide 
warehousing and material con­
trol service to support the Prud- 
hoe Bay and Lisbume oil fields. 
Arco said Veco has promised 
that more than 90 percent of its 
employees on the job will be

contracts
•Alaskans and more than 8 per­
cent will be Alaska natives.

The other company, Peak 
Maintenance and Equipment Co., won a contract to maintain 
construction equipment and fa­
cilities used in putting together 
the new Lisbume oil field. Arco 
said the contract value could go 
over $10 million, depending on 
the level of construction activity 
next year. Arco said Peak has 
pledged a goal of hiring more 
than 95 percent Alaska residents 
and more than 15‘ percent Alaska 
natives.

Arco awards contracts
i * * *Arco Alaska Iric.'has awarded 

a new contract and extended an­
other, contract'— together total­
ing $16 million — to Universal 
Services inc. International for 
catering and housekeeping ser­
vices on the North Slope. ■ •

Under the new contract, Uni­
versal Services,'ian independent 
contractor based in Anchorage, 
will begin work for1 Prudhoe Bay 
and Lisbume projects Jan. 1. 
Universal expects to hire locally' 
90 percent of its workforce. - /

e services
• The .award could exceed $10 
million, Arco said, depending on 
the size of the camp population.

The award was made on the 
. basis of .competitive bidding, Arco said.
• Additionally, Universal’s con­
tract for catering services for 
. Arco’s construction camp at the 
Kuparuk River oil field has been 
extended another year.

The .$6 million contract will 
provide jobs for 30 to 40 Univer­sal workers-



■mcDonALD'f  AK CONST. f.-GR.
M CDONALD INDUSTRIES A L A S K A , INC.

7260 Homer Drive 
Anchorage, A laska 99518 

(907) 344-9662

Mr. Lee Nunn 
ARCO Alaska, Inc.
700 "G" Street 
Anchorage, Alaska 99510

Dear Lee:

DEC l :• ’85

fefpis. f.’jr. .Sry
□  Ensrnjj M;r. □  F;o 
#  RCi.l , □ r.3 Urate
J>< ■ '5 C;.'3USS

X  J>AU X  ■••>

December 12, 1985

H (■: C L: I V {£ I.)

Ute 1 y IDA.; 
"W: j c. HEiNZii

I would like you to consider this ts my personal assurance to you of our 
commitment to Alaska hire O’ the Peak Maintenance work and all our business 
operations in Alaska.

As you may know, McDonald Industries Alaska is an Alaska corporation and 
employs only Alaska residents in its retail equipment activities. McDonald 
Industries Alaska has been in the equipment business in Alaska over 15 years 
and now employs over 80 full time Alaska resident employees. Although McDonald 
Industries Alaska, Peak Maintenance, Summit Equipment, and Brooks Range Supply 
are our primary businesses in Alaska, with assets in excess oi $30 million, we 
are also affiliated with other large Alaska resident employers such as Spenard 
Builders Supply, Pelican Seafords, Royal Highway Tours, and Sundance Cruises. 
Moreover, our growth trends are favorably oriented toward a continuing invest­
ment in the State.

The joint venture partnership of McDonald Industries Alaska and Cook Inlet 
Region Inc. have competed for equipment maintenance contracts with ARCO which 
resulted in significant Alaska hire. For example, the Peak Maintenance contract 
at Kuparuk is over 90% Alaska residents and the Summit Equipment contract at 
.Prudhoe Bay is over 85% Alaska residents. These percentages do not Include the 
Anchorage home office staff and general manager who are all Alaska residents.

Peak Maintenance will increase the Alaska resident employment above -.5% 
of the workforce on the upcoming equipment and facilities maintenance contract 
.at Prudhoe Bay. This will be accomplished because there is more flexibility in 
hiring under the non-union makeup of Peak Maintenance as r.nntrasfp^ ♦‘bp-
current contract, where hiring control is limited by dispatching from the unions.

As delineated in the Peak Maintenance proposal, our Alaska hire program 
w ill aggressively reach out co specifically include employment of North Slope 
Borough residents, our partner Cook Inlet Region Inc.Ts family of shareholders, 
and then other available Alaskans. The management of Peak Maintenance, in 
addition to the management of the related Alaska companies mentioned earlier, 
will meet its responsibility to Alaskan employees and Alaska employment.

I would be glad to visit with you to discuss our Alaska hire policy and 
record further, or to answer any questions you may have on this important issue.

Sincerely,

Kirby McDonald

IHP1
I



Alaska State Legislature
H o u s e

Official Business

I!r. Cecrge Heitor.
President
Sohio Alaska Petroleum Company 
P.G Don 195512
Anchorage, Alaska 39519 - 5512

December 1505

Pouch V 

State Capitol 

Juneau, A laska 9 9 8 1 1

Pear George,

We've read press reports that indicate 1935 will be the 
'ear or' greatest manpower requirements since the startup of 
’rudlioe Day. Who reports also indicate that c. sharp decrease 
.s expected iii 1D37 and thereafter because there are no 
further commitments for large construction projects. This 
‘xnrcteo low level of activity coincides with a significant 

■•tturn in state spending. The combined effect of decreased 
.. iding by your industry, the rederai government and the 
;tate government will make difficult personal circumstances 
for many Alaskans. As pubxic officials we are concerned 
ibout this anu we are trying tc find ways to alleviate the 
;i tuation.

une suggestion is to increase state revenue by
separate accounting method of taxation. HE 

eo accomplish this, Liany cf us do
resumi ng to the 
353 has been put forward
not favor additional taxation at tnis time. The accounting 
methodology issue is many faceted and it is complicated by 
the White House initiative tc adopt a uniform national 
standard. We will learn much in the public hearing process 
although we confess a bias at this time against the separate 
accounting bill.

another optionOther than paying higher taxes, there is 
you have that couid be of greater assistance to the people 
cf Alaska than the added ta:: revenue. We believe that a 
commitment to hire Alaskan contractors and Alaskan workers 
in this final phase of Prudhce Day construction will have a 
significant, positive effect on the state's economy. We are 
niarmeo at recent c o n n e c t  awards for drilling, security, 
engineering, construction, etc., to outside firms that have 
not worked on the slope before. £o many of these kinds of 
companies are already here and badly need tne work. Their 
employees neeu joo security. The people of Alaska are 
entitled to the same stability in their economic milieu that 
you are trying tc achieve for your corporation. Therefore, 
we would like tc ask you to make a concrete, measurable 
commitment that qualified /Alaskans will be given first
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industry can help Alaska. i.'c vcuid i. ike to loci, at oh is. 
indirect raeahod or assistino our people at an ternative.

Yours truly,

iarco fr. Piyr.alberi Cep. Candy 1-Im.Ai
a r a t.j 7/q tcy jCiin iic-. • .orue Pearce

Cep. i/ait Furnace :1c.;.. l.iyce liamoy
"op. V i r o i m a  Coixins

c • c • »t l • *.i con i. • i. ii j. tic* ii ou w. g 
Iridxc.iiCi Buiitiino 
101 Prospect Av. 
Cleveland, Ohio • I-4115
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PERSONAL SERVICES
TRAVEL
CONTRACTUAL
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EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
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For Bill/Resolution N o .  SS HB 466_

This legislation requires an annual resident hire report and other econom­
ic information for this department to make the determinations required by 
various sections of this bill. The assumptions are as follows:

1. An annual resident hire report would be completed by January 31 each
■ year beginning in 1987.

*

2. On-going collection of occupations1 titles from employers, and 
subsequent computer matching to determine residency status.

3. Occupational information would be a primary feature of the annual 
report beginning in 1988, permitting more specific identification of 
the effect of nonresident '■mployment on resident unemployment in 
Alaska. The provision of occ 'atiorial -titles assumes the department 
will continue to receive fun .g at the FY 86 level to provide core 
occupational information programs.

4. The collection of occupational titles from firms will be phased in 
-over a three year period. Industries identified as having the
highest dollar payments to nonresidents in 1984 would be targeted
fi rst:

First Year-construction, oil and gas mining, and food processing;

Second Year-all first year industries plus business services, local 
government miscellaneous services, eating and drinking places, air 
transportation, and state government; and

Third Year-all industries.

5. In addition to the occupational information, reporting of the resi­
dency status by industry and area would be necessary.

6. Section 36.10.170 (b)(3) would require special extraction of ZIP 
codes for all applicants of the Permanent Fund Dividend. We assume 
that the Department of La"bor will be able to obtain that information 
from the Department of Revenue for further computer matching and 
conversion to census areas.

7. The department will be unable to obtain access to voter registration- 
files.

8 . No survey will be conducted to obtain information o-n a broader 
definition of unemployment by census area because the costs would be 
extremely nigh. This would mean no substantiation of 36.10.005 (f).

9. Substate average family income (36.10.160 (b)(1)) is not available 
except from each decennial census. No ttempt to prepare these 
estimates has been included into this fiscal note.

10. All minority demographic and economic information, except that 
required from contractors on state funded construction projects, will 
be derived from the decennial census. No costs are included for this 
in the fiscal note.
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This position v/ill have primary responsibility for 
the analysis of data aid r-*'eparatioti of the annual 
resident hire report. Specifically the duties would 
include:

1. Coordinate the collection and monitor the 
validity of relevant resident hire related 
statistics frowi other agencies including the 
Department of Revenue and the Division of Labor 
Standards and Safety.
2. Coordinate the updating and crossmatching of 
resident hire related data files on the main­
frame computer with the analyst programmer.
3. Analyze 'microcomputer resident hire data base 
to generate resident hire related tables and 
reports. The reports will Include data re­
lating to occupational displacement of nonre­
sidents by census area and other related economl 
statistics associated with issue of resident 
hire.
4. Supervise the Statistical Clerk that will pro 
par^ the basic resident hire data tables for the 
report.
5. Prepare the annual resident hire report.

Contractual services costs Include phone, training, 
equipment lease and maintenance, and oilier miscell­
aneous items.
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One position will support a labor economist to prepar 
an annual report on the effect of nonresident employ­
ment on Alaskans. Secondarily tins position would 
assist on the quality control of occupational titles 
which would be submitted by employers each quarter. 
Specifically the duties would lie:1. Update tables of economic information by 

resident status.

2. Load information into spreadsheets to show oc 
cupational displacement, of residents by non­
residents.

3. Assist in the quality control of the oc­
cupational displacement of residents by 
nonresident workers.

The other position will work on the quality control o 
occupational titles which would he submitted by 
employers each quarter. Specifically the duties 
would he:

1. Review detailed edit listings.
2. Update edit data files.
3. Call employers for clarification when ne­
cessary.
4. Correct occupational titles.
5. Prepare computer summaries of results.

Contractual costs for these positions Incline 
phone, training, equipment lease and maintenance and 
other miscellaneous items.
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SOME HEALTH ASPECTS OF UNEMPLOYMENT

Louis A. Ferman 
The University of Michigan

The economic f a c t s  o f  the c u r r e n t  c r i s i s  in  unemployment have been w e l l  

e s t a b l i s h e d  and need no e x t e n s i v e  r e v i ew .  Accord ing  to the U.S.  Bureau o f  

Labor S t a t i s t i c s ,  c u r r e n t l y  we have a n a t i o n a l  unemployment r a t e  o f  1 0 . 2 pe r -  

c e n t  w i t h  s l i g h t l y  more than 10 m i l l i o n  peop le  d e s i g n a t e d  o f f i c i a l l y  a s  b e in g  

ou t  o f  work.  There i s  l i t t l e  doubt t h a t  b e fo r e  t h i s  y ea r  i s  ou t  we w i l l  have 

d o u b l e - d i g i t  unemployment.  I r o n i c a l l y ,  w h i l e  the  number o f  unemployed i s  

h i g h ,  we have more worker s  work ing  today than a t  any t ime in our  h i s t o r y -  

130 m i l l i o n .  M ich igan i s  p a r t i c u l a r l y  hard  h i t —about  10 pe rcen t  o f  a l l  

unemployed Americans l i v e  in  t h i s  s t a t e  and e i g h t  out o f  the ten h igh  unemploy­

ment c i t i e s  in the coun t ry  a r e  in  t h i s  s t a t e .  Con s ide r  a l s o  t h a t  in 1980 ,  . 

M ich ig an  spen t  2 b i l l i o n  d o l l a r s  on income m a in tenance  programs f o r  the 

unemployed!

We shou ld  a l s o  note th a t  c e r t a i n  f a c t o r s  have combined to impact 

n e g a t i v e l y  on unemployment in t h i s  s t a t e .  The f i r s t  i s  the  i n c r e a s i n g  

p r e v a l e n c e  o f  r e c e s s i o n s  s i n c e  World War I I .  There  have been e i g h t  r e c e s s i o n s  

( 1 9 4 7 ,  1954 ,  1958 ,  I 9 6 0 ,  1970 ,  1975 ,  1980 and 1 9 8 1 - 8 2 ) .  Each r e c e s s i o n  has 

meant a d e c l i n e  and d i s r u p t i o n  in consumer s p e n d in g .  Given our dependence 

on au tom ob i l e  p u r ch a s e s ,  a r e c e s s i o n  h u r t s  u s  h a rd e r  than i t  does o t h e r  

s t a t e s .  An o ld  s a y i n g  i s  t h a t  when the  n a t i o n a l  economy c a t c h e s  a c o ld ,  

M ich igan  g e t s  pneumonia.  A second d i s t u r b i n g  f a c t o r  i s  t h a t  t e c h n o lo g i c a l  

change ( p a r t i c u l a r l y  the use  o f  r o b o t s )  i s  sweep ing  heavy i n d u s t r y  and the 

end r e s u l t  i s  t h a t  the auto p l a n t s  need f a r  f ewer  worker s  than b e fo r e .  

Con sequen t ly ,  1 0 0 , 0 0 0  wo rker s  employed in the  au to  i n d u s t r y  in  1978  w i l l



never  see  the i n s i d e  o f  an auto p l a n t  a g a i n .  F i n a l l y ,  t h e r e  i s  the f a c t o r  

o f  f o r e i g n  com pe t i t io n  in the au tomob i le  t r a d e .  In 1 9 5 0 , f o r e i g n  c a r s  made 

up l e s s  than th r e e  percent  o f  auto  s a l e s  in t h i s  c o u n t r y .  C u r r e n t l y ,  f o r e i g n  

compan ie s ,  p a r t i c u l a r l y  the J ap ane se ,  have 36  p e r c e n t  o f  the American marke t .

In o the r  wo rd s ,  one out of every  th r e e  c a r s  s o l d  i s  not an American c a r .

These  f a c t o r s  have combined to squeeze  the Amer ican j o b  market  and produce 

l a r g e  numbers o f  "unwanted wo rke r s "  who have l i t t l e  o r  no oppo r tu n i t y  to r e ­

g a i n  the q u a l i t y  j o b s  th a t  have been l o s t .

The Noneconomic Consequences of Unemployment.

We know a good dea l  about the economic con sequ ence s  o f  unemployment. 

C o n s id e r a b l y  l e s s  has been s a i d  about the  noneconomic con sequence s .  We a r e  

becoming aware  o f  c o s t s  to s o c i e t y  t h a t  go beyond the l o s s  o f  per sona l  income 

and the l o s s  o f  t a x  r e venue s .  In work done under  the  a u s p i c e s  o f  the Cong re s s '  

J o i n t  Economic Committee,  M. Harvey B renner  con tend s  t h a t ,  f o r  each one p e r ­

c en t  i n c r e a s e  in j o b l e s s n e s s  in the n a t i o n a l  economy the f o l l o w i n g  ev en t s  

r e s u l t :

3 8 , 8 8 6  more d ea th s

2 2 , 2 4 0  more c a r d i o v a s c u l a r  f a i l u r e s

494 more c a s e s  o f  dea th  from c i r r h o s i s  o f  the  l i v e r  a t t e n d a n t  upon
a l c o h o l  ism

9 2 0  more s u i c i d e s

648  a d d i t i o n a l  homic ides  

3 , 3 4 0  more a d m i s s io n s  to s t a t e  p r i s o n s  

4 , 2 2 7  more a d m i s s io n s  to mental  h o s p i t a l s

Whi le  t h a s e  c o n t e n t i o n s ,  a s  wel 1 a s  t h o s e  found in B r e n n e r ' s  e a r l i e r

s t u d y ,  Mental I l l n e s s  and the Econ.-xny have  been q u e s t i o n e d ,  no doubt remains
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th a t  h i s  fundamental  h y p o t h e s i s - - t h a t  t h e r e  i s  an a s s o c i a t i o n  between macro -  

economic changes  and changes  in the a g g r e g a t e  measure s  o f  s o c i a l  p a t h o lo g y — 

has  been v a l i d a t e d .  There i s  a b s o l u t e l y  no deba te  about the f a c t  th a t  un­

employment e i t h e r  provokes  or uncove r s  p h y s i c a l  and mental  i l l n e s s .

Recent  r e s e a r c h  h i g h l i g h t s  s e v e r a l  important  i s s u e s .  Job d i sp l a c em en t  

i s  a s t r e s s f u l  e x p e r i e n ce  and some p e r so n s  can cope w i t h  t h a t  s t r e s s  w h i l e  

o t h e r s  c anno t .  The groups most v u l n e r a b l e  to a d v e r s e  o u t c o m e s - - t h * s e  more a t  

r i s k - - a r e  tho se  a t  the bottom o f  the  soc ioeconom ic  l a d d e r ,  tho se  fo r  whom 

t h i s  i s  the second or  t h i r d  t ime around f o r  unemployment. Not on ly  i s  the 

unemployed i n d i v i d u a l  a t  r i s k  but  h i s  f a m i l y ,  f r i e n d s  and members o f  h i s  

p e r sona l  ne twork a r e  under s t r e s s  a s  w e l l  becau se  they must respond w i t h  

h e lp ,  a s s i s t a n c e  and support  to the needs  o f  the per son w i thou t  work .  Some­

t imes  the b a l a n c e  o f  a f am i l y  i s  so  d i s t u r b e d  by She r o l e  d i s r u p t i o n  t h a t  i s  

cau sed  by j o b l e s s n e s s  t h a t  a v u l n e r a b l e  i n d i v i d u a l  in  t h a t  f a m i l y —not a lw ay s  

the unemployed i n d i v i d u a l  h i m / h e r s e l f - - i s  in  some s e n s e  "nom ina ted "  to be the 

s i c k  pe r son .  Behind every  i n d i v i d u a l  p a tho lo gy  wh ich i s  observed i s  the i c e ­

berg  o f  the f a m i l y  s u f f e r i n g  from the  i n i t i a l  e x p e r i e n c e s  o f  jo b  s e p a r a t i o n ,  

consequent  s t r u g g l e s  to a d j u s t  to the  l o s s  o f  r e so u r c e s  and the sub sequen t  

n e g a t i v e  outcomes—mental  and p h y s i c a l  i l l n e s s e s .

Recent r e s e a r c h  a l s o  h i g h l i g h t s  the  r o l e  o f  s o c i a l  support ,  a concept  

developed to encompass those  formal and in fo rmal  h e lp i n g  mechanisms a v a i l a b l e  

to tho se  impaced by unemployment.  These  range  from unemployment i n s u r a n c e ,

SUB b e n e f i t s ,  formal c o u n s e l i n g ,  r e t r a i n i n g ,  income a v a i l a b l e  from f a m i l y  

members who r e - e n t e r  the work f o r c e  o r  e n t e r  i t  f o r  the f i r s t  t ime ,  and a l l  

the in s tume; i ta l  and moral suppor t  t h a t  f a m i l y  and f r i e n d s  can o f f e r .  S o c i a l  

suppor t  i s  e x p e n s i v e ,  and income m a in tenance  o f  some s o r t  i s  the s o c i a l



support  t h a t  i s  most n e c e s s a r y .  Al l  o f  the s e r v i c e s  r e q u i r e d  a r e  c o s t l y  a s  w e l l  

Such i tems in the s o c i a l  overhead o f  jo b  d i s p l a c e m en t  a r e  r e c o g n i z e d .  L e s s  

obv iou s  a r e  the. o s t s  i n vo lved  f o r  a f a m i l y  when a l l  o f  i t s  members must bend 

t h e i r  e f f o r t s  to  a s s i s t  unemployed f a m i l y  members.

Another r e s e a i  r.h em pha s i s ,  a g a in  concerned w i t h  the p r o c e s s e s  t h a t  o ccu r  

a f t e r  the l o s s  o f  work ,  s u g g e s t  tha t  unemployment,  p a r t i c u l a r l y  repea ted  

e p i s o d e s ,  can  c a u s e  peop le  to become unemployab le .  The o n s e t  o f  i l l n e s s ,  

whether p h y s i c a l  o r  em o t io n a l ,  can impa i r  the f u t u r e  p o t e n t i a l  to  per form in  

the l abo r  m a rk e t .  The f r e qu en t  n e c e s s i t y  to t a k e  new j o b s  w i t h  l e s s  income 

and s k i l l  a f t e r  repea ted  e p i s o d e s  o f  unemployment can b e g in  a downward s p i r a l  

t h a t  can end w i t h  a d im in i s h ed  p o t e n t i a l  f o r  employment.  !n both  c a s e s ,  t h e r e  

i s  the dang«,,:' o f  d e v e lo p in g  "unemployment c a r e e r s "  t h a t  can l a s t  a s u b s t a n t i a l  

p a r t  o f  o n e ' s  1 i f e .

We come to  the  q u e s t i o n  o f  s e r v i c e s  f o r  the d i s p l a c e d  w o r k e r s .  Income 

ma in tenance  programs a r e  e s s e n t i a l  bu t they must be o r c h e s t r a t e d  and c o o rd in ­

a ted  w i t h  o t h e r  s e r v i c e  programs to i n t e r v e n e  a t  c r i t i c a l  s t r e s s  p o i n t s  

f o l l o w i n g  j o b  l o s s .  These  programs i n c lu d e :  c o u n s e l i n g ;  f a m i l y  casework  

th e rapy ,  t r a i n i n g ,  j o b  s e a r c h  and p lacement ,  med ica l  s e r v i c e ,  j o b  c r e a t i o n  

and economic deve lopment .  Not a l l  the  unemployed w i l l  r e q u i r e  t h e se  s e r v i c e s  

but fo r  some they  a r e  e s s e n t i a l .  Two c o n s i d e r a t i o n s  would gove rn  s e r v i c e -  

g i v i n g .  The f i r s t  i s  to r e t h i n k  some n o t io n s  o f  s e r v i c e  d e l i v e r y  and to 

breakdown p a r o c h i a l  and o v e r s p e c i a l i z e d  r o l e s  o f  s e r v i c e - g i v e r s  to perm it  

new s e r v i c e  o p t i o n s  a s  w e l l  a s  comb ina t ion s  o f  o p t i o n s .  The second i s  to 

i d e n t i f y  the c r i t i c a l  s t r e s s  p o in t s  in  the  c y c l e  o f  j o b  l o s s  and to make the 

s e r v i c e s  o r g a n i c  and r e l e v a r . t  to th e se  s i t u a t i o n s .

In the c u r r e n t  n a t i o n a l  c r i s i s ,  we can see  t h a t  we have  a l a r g e  number 

of  s t r u c t u r a l l y  unemployed i n d i v i d u a l s  and a v a s t  number o f  c y c l i c a l l y
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unemployed i n d i v i d u a l s ,  some o f  whom may have a l r e a d y  embarked on unemploy­

ment c a r e e r s  and who a r e  a t  r i s k  fo r  both p h y s i c a l  and mental  h e a l t h .  S e v e r a l  

o t h e r  f a c t o r s  a r e  o p e r a t i n g  a t  t h i s  t ime a l s o .  P l a n t s  a r e  c l o s i n g  and some 

w i l l  never  reopen .  P l a n t s  a r e  c l o s i n g  t h a t  may reopen but the worker s  a t  

t h e s e  p l a n t s  have  a l r e a d y  endured c o n s i d e r a b l e  h a r d s h i p  and u n c e r t a i n t y  about  

f u t u r e  employment.  P a s t  s t u d i e s  of p l a n t  shutdowns  have shown th a t  in  t h i s  

type o f  unemployment the re  ' s  l e s s  s e l f - b l a m e ,  l e s s  s t i g m a ,  and con sequen t ly  

l e s s  s t r e s s .  However, most o f  those p l a n t  shutdowns  occu rred  a t  t imes and 

p l a c e s  where the c o n d i t i o n  o f  the macroeconomy was much b e t t e r ,  or where th e re  

was re a son  to b e l i e v e  th a t  the c r i s i s  was c o n f i n e d  to one i n d u s t r y  which 

would r e cove r  in  t ime ,  or where o the r  o p p o r t u n i t i e s  were a v a i l a b l e ,  or thought  

to be a v a i l a b l e .  C l e a r l y  the c u r r e n t  c r i s i s  has  a l l  the wo r s t  e lements  p r e ­

s e n t ,  to an e x t e n t  unprecedented s i n c e  the  Great  D e p r e s s io n .

Health Themes in the Study of Unemployed Workers

At t h e .U n i v e r s i t y  o f  Mich igan we have  been concerned f o r  25 y e a r s  w i th  

the s tudy  o f  unemployed workers  and how they  c o p e -w i t h  the l o s s  o f  a j o b .

Our i n t e r e s t  ha s  been in economic a d ju s tm e n t s  bu t  a l s o  in h e a l t h  a s p e c t s  o f  

unemployment.  A p a r t i c u l a r  concern ha s  been how a r e c e s s i o n  impacts on 

h e a l t h  and h e a l t h  s e r v i c e s .  There a r e  ten  g e n e r a l  p r o p o s i t i o n s  tha t  we have 

developed  from our work.

1. Not everyone  who becomes unemployed d e v e lop s  h e a l t h  prob lems—mental  

o r  p h y s i c a l .  The group most s u s c e p t i b l e  to h e a l t h  prob lems a r e  workers  who 

were a t  r i s k  f o r  h e a l t h  problems even b e f o r e  unemployment.  Workers who 

smoked more than one pack o f  c i g a r e t t e s  pe r  day ,  who were ove rwe igh t  and who 

had h igh  blood p r e s s u r e  r e ad in g s  b e fo r e  unemployment were more l i k e l y  to 

deve lop p h y s i c a l  h e a l t h  problems than o t h e r s .  Workers who dranl'. e x c e s s i v e l y



and had a h i s t o r y  o f  m u l t i p l e  l i f e  c r i s e s  ( e . g . ,  d i v o r c e  or  d ea th  in the 

f a m i l y )  were more l i k e l y  than o t h e r s  to  deve lop  e ro t iona l l  p rob lem s .  I t  i s  

not th a t  unemployment c a u s e s  t h e s e  prob lems but r a t h e r  th a t  the  s t r e s s  o f  

unemployment i s  " t h e  s t r a w  t h a t  b r e a k s  the c am e l ’ s b a ck "  and uncove r s  t h e s e  

p rob lem s .

2 .  The unemployed w i t h  few s o c i a l  s u p p o r t s  ( e . g . ,  few f r i e n d s h i p  n e t ­

work s )  were more l i k e l y  than o t h e r s  ;o deve lop  i l l n e s s  symptoms. S o c i a l  sup 

po r t  a c t s  a s  some i n s u l a t o r  a g a i n s t  n e g a t i v e  h e a l t h  s t a t e s  in  a manner t h a t  

we know l i t t l e  abou t .  Of p a r t i c u l a r  importance i s  s o c i a l  s uppo r t  from the 

immediate f a m i l y  and p a r t i c u l a r l y  s pou se  s u p p o r t .  F r i e n d s h i p  groups  and 

ne ighbo r s  have some impact but f a r  l e s s  than the f a m i l y .

3 .  Among the unemployed th e r e  i s  a tendency to d e f e r  med ica l  c a r e ,  p a r ­

t i c u l a r l y  when h e a l t h  i n su r a n c e  runs  o u t .  Most o f t e n  d e f e r r e d  i s  d en t a l  

c a r e ,  fo l lowed  by annual  p h y s i c a l s  f o r  a d u l t s ,  e l e c t i v e  s u r g e r y  f o r  a d u l t s ,  

and annual checkups f o r  c h i l d r e n .  Care  f o r  c h i l d r e n  in  p e r io d s  o f  i l l n e s s  

i s  r a r e l y  d e f e r r e d .  What t h i s  s u g g e s t s  i s  t h a t  minor h e a l t h  prob lems may be 

n e g l e c t ed  u n t i l  they emerge f u l l - b l o w n  a s  c a t a s t r o 'p h i c  or  c r i s i s  i l l n e s s .  

P r e v e n t i v e  c a r e  a l l  bu t  d i s a p p e a r s .  H ea l th  c a r e  may become c o s t l y  or  o f  a 

c r i s i s  n a tu r e  because  b a s i c  c a r e  ha s  been d e f e r r e d .

b.  Soon a f t e r  unemployment b e g i n s ,  t h e r e  may be an i n c r e a s e  in h e a l t h  

problems t h a t  demand c l i n i c a l  and/or  h o s p i t a l  c a r e .  Such prob lems d e c r e a s e  

in  f requency  ove r  t ime .  We do not know whether  h e a l t h  problems a r e  more f r e  

quent in the e a r l y  per iod  o f  unemployment and then d e c r e a s e  or  whether  e x ­

t e n s i v e  u se  i s  made o f  h e a l t h  c a r e  f a c i l i t i e s  b e fo re  the h e a l t h  i n s u r a n c e  

runs ou t .
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5.  Du r ing  t h i s  r e c e s s i o n ,  Dr. E z ra  Dav id son  o f  the UCLA Medica l  Center 

r epo r t s  t h a t  t h e r e  ha s  been an i n c r e a s e  in  m i s c a r r i a g e s ,  an i n c r e a s e  in p r e ­

n a t a l  h e a l t h  prob lems and c om p l i c a t io n s  and an i n c r e a s e  in  m o r t a l i t y  r a t e s  

in h i s  h e a l t h  s e r v i c e s  p e d i a t r i c  u n i t s .  In a d d i t i o n  to t h i s ,  t h e r e  has 

been a sha rp  drop in  the number o f  p r e - n a t a '  v i s i t s  per e x p e c t a n t  mother.

The m i s c a r r i a g e s  and h e a l t h  c o m p l i c a t i o n s  may stem from two c a u s e s .  Lack o f  

money may p r e d i s p o s e  c l i e n t s  to cu t  back on p r e - n a t a l  c a r e  and checkups 

l e a v in g  them v u l n e r a b l e .  Or i t  may be the s t r e s s e s  o f  unemployment p r e d i s ­

pose c l i e n t s  to d ru g ,  a l c o h o l i c  and c i g a r e t t e  u s a g e ;  a l l  o f  wh ich  c r e a t e  a 

poor p r e - n a t a l  c a r e  envi ronoment.

6 . R e c e s s i o n s  may produce i n s t a n c e s  o f  i l l n e s s  b e h a v io r  t h a t  a re  a l l  

but a b s en t  in a f u l l  employment p e r io d .  For examp le ,  in  the Boston C i ty  

H o sp i t a l  i n s t a n c e s  o f  lead po i son in g  among young c h i l d r e n  who had as suaged 

t h e i r  hunger by e a t i n g  p a in ted  w a l lp a p e r  had a l l  bu t v a n i s h e d  in the 1 9 6 0 1s 

and 1 9 7 0 ' s .  In the  c u r r e n t  r e c e s s i o n a r y  p e r io d ,  the h o s p i t a l  s e r v i c e  t r e a t e d  

18 such c a s e s  in the  f i r s t  h a l f  o f  1 9 8 2 . I n c r e a s i n g  numbers o f  c h i l d r e n  w i t h  

s e ve re  n u t r i t i o n a l  prob lems have a l s o  been in  e v id e n c e .  I t  i s  no co in c id en ce  

th a t  such h e a l t h  prob lems a r e  occu r in g  a t  a t ime when e l i g i b i l i t y  f o r  food 

stamps i s  b e in g  s e v e r e l y  c u r t a i l e d  and r e s t r i c t e d .

7 .  There i s  some s u g g e s t i v e  e v id en ce  t h a t  among unemployed f a m i l i e s ,  

even c h i l d r e n  under th r e e  y e a r s  of a g e ,  a r e  more prone to h e a l t h  problems 

than c h i l d r e n  in employed f a m i l i e s .  Such c h i l d r e n  s u f f e r  more d i g e s t i v e  up­

s e t s ,  more i n s t a n c e s  o f  d i a r r h e a  and more i r r i t a b i l i t y . .  We s p e c u l a t e  th a t  

such problems may r e s u l t  from l a ck  o f  med ica l  c a r e ,  low p a r e n t a l  nu r tu rance  

or  s t r e s s  r e a c t i o n s  to household i n s t a b i l i t y .  Whether t h e s e  problems a re  

sh o r t - t e rm  o r  whe the r  they w i l l  l e a v e  lo n g - t e rm  s c a r s  we do not know a t  the
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p r e s e n t  t ime but  s t u d i e s  of ad u l t s  who w e r e  c h i l d r e n  in the Great Depress ion 

i n d i c a t e  t h a t  e a r l y  h e a l t h  problems r e s u l t  in a d u l t  emot iona l  s c a r s .

8 . A lthough women a re  becoming i n c r e a s i n g l y  r e p r e s e n t ed  among the unem­

p lo y ed  most o f  what we assume to be u n em p lo ym en t - r e l a t e d  h e a l t h  problems of 

f e m a l e  w o rke r s  have been drawn from the r e s e a r c h  on male  unemployed. There 

i s  a  s e r i o u s  in fo rm a t ion  gap here and one t h a t  I know your Dr.  Ga l l  in i s  i n ­

t e r e s t e d  i n .  Among the smal l  number o f  unemployed womt i t h a t  we have 

s t u d i e d ,  we s e e  a h i g h e r  than average number o f  u r i n a r y  t r a c t  i n f e c t i o n  c a s e s  

w h i l e  male unemployed a re  more c h a r a c t e r i z e d  by g a s t r o i n t e s t i n a l  and hyper­

t e n s i v e  p rob lem s .

9 . The most o f t e n  c i t e d  need among t h e  unemployed i s  fo r  some form o f  h e a l t h  

i n s u r a n c e .  In our s o c i e t y  such in su r an ce  i s  t i e d  to  the j o b  and j o b l e s s n e s s  

means a r e d u c t io n  in. a c c e s s  to hea l th  c a r e .

10 .  P e r s o n a l  b a n k ru p c i e s ,  i n c r e a s in g  i n  number,  impact most n e g a t i v e l y  on 

h e a l t h  o r g a n i z a t i o n s —h o s p i t a l s  and c l i n i c s .  The l a t t e r  a r e  the g r e a t e s t  

f i n a n c i a l  l o s e r s  becau se  h e a l t h  s e r v i c e  p aym en t s  among the unemployed are 

t h e  most f r e q u e n t l y  d e f e r r e d .  Thus, some h e a l t h  o r g a n i z a t i o n s  a re  sub jec t  to 

c o n s i d e r a b l e  f i n a n c i a l  i n s t a b i l i t y  in r e c e s s i o n a r y  p e r i o d s .

The Adjustment Cycle in Job  D i sp la c em en t

A c e n t r a l  d i f f i c u l t y  in developing p l a n t  shutdcwn p o l i c i e s  i s  the tendency 

to  v i ew  worker  prob lems in piecemeal f a s h i o n  r a t h e r  than a s  p a r t  of a to ta l  

p r o c e s s  f o l l o w i n g  shutdown. The f a i l u r e  t o  v i ew  the  d i s p l a c e d  worker s as an 

i n d i v i d u a l  w i t h  d e c i s i o n s  to make over a n  ex tended  pe r iod  o f  t ime breeds 

s i m p l i f i e d  s o l u t i o n s  t h a t  a r e  time-bound and not  geared  to the com p lex i t i e s  

o f  the a d ju s tm e n t s  th a t  the worker i s  r e q u i r e d  t"' make. We do not know a l l



t h e r e  i s  to know about  t h i s  ad justment p r o c e s s  but  some knowledge o f  t h i s  

p r o c e s s  and d i f f e r e n t  programs and s e r v i c e s  a r e  needed a t  each s t a g e .

The  Job Lo s s  P e r i o d . T h i s  i s  the p e r i o d  in wh ich j o b  s e p a r a t i o n  takes

p l a c e .  For some w o r k e r s ,  u s u a l l y  the young m a r r i e d s  w i t h  c h i l d r e n  under s i x ,

i t  i s  a pe r iod  o f  c o n s i d e r a b l e  s t r e s s .  T h e s e  young wo rke r s  a r e  v u ln e r a b l e  on

a number o f  c oun t s :  low s e n i o r i t y ,  l i t t l e  e x p e r i e n c e  and t r a i n i n g ,  h igh

l e v e l s  o f  needs in the f a m i l y .  Medical i n s u r a n c e  fo r  the unemployed i s  r e ­

p e a t e d l y  s t a t e d  a s  a t o p - p r i o r i t y  need. D u r i n g  t h i s  p e r io d ,  t h e r e  may be a 

m o b i l i z a t i o n  o f  community re sources  to h e l p  the d i s p l a c e d  worker  but t h i s  

e f f o r t  l a s t s  a t  the most f o r  s i x  weeks .  T h e r e  i s  a need by some workers  fo r  

c o u n s e l i n g ,  j o b - s e e k i n g  s e r v i c e s  and p o s s i b l y  mental  h e a l t h  th e r ap y .  We a r e  

a l s o  b e g i n n i n g  to unde r s t and  that  worker a n x i e t i e s  and d e p r e s s i o n  may begin 

even b e fo r e  s e p a r a t i o n  when there  i s  a n t i c i p a t i o n  o f  j o b  l o s s .  Thus ,  i t  

wou ld  be d e s i r a b l e  to make s e r v i c e s  a v a i l a b l e  b e fo re  the a c u t a l  s e p a r a t io n  

f^om work .

Th e  E xh au s t io n  o f  B e n e f t i s  Pe r iod . The r e a l  c r i s i s  f o r  the d i s p l a c e d  

w o r k e r  may b e g in  w i t h  the exhaus t ion  o f  b e n e f i t s . *  The f a m i l y  i s  a f f e c t e d  in 

the f i r s t  s t a g e  but the  c r i s i s  r e a l l y  comes home w i t h  the end o f  t r a n s f e r  pay ­

m e n t s .  There may have to be a r e a l i gnmen t  o f  f a m i l y  i n com e -g a th e r in g  r o l e s .  

The s p o u s e  may go to  work .  One or more c h i l d r e n  may have to l e a v e  s choo l ,  o r  

d e f e r  e d u c a t i o n a l  o p p o r t u n i t i e s ,  to he lp  s u p p o r t  the f a m i l y .  T h i s  i s  a p e r io d  

c h a r a c t e r  i zed by g r e a t  i n t e rp e r son a l  s t r e s s  w i t h i n  the f a m i l y .  D ivorce and 

s p e a r a t i o n  a r e  f r e q u e n t  outcomes.

The  I n t e n s i v e  J o b - s e e k i n g  P e r iod . Wherea s  j o b  s e e k in g  may be ca su a l  d u r ­

ing t h e  f i r s t  p e r io d ,  i t  becomes i n t e n s i v e  in  t h i s  p e r io d .  We have found 

t h i s  p e r io d  f r e q u e n t l y  to be the most t r a u m a t i c  in the post -employment p e r i o d .



The worker  i s  new fo r ced  to come to g r i p s  w i t h  the f a c t  t h a t  a good job  i s  

h a rd  to f i n d  and t h a t  h i s / h e r  human c a p i t a l  a s s e t s  ( e d u c a t i o n ,  t r a i n i n g  and

e x p e r i e n c e )  may not be worth ve ry  much. In  a s e n s e ,  the  worke r  f a c e s  a
/

•moment o f  t r u t h  t h a t  may be hard to t a k e .  F r e q u e n t l y ,  the  r e s u l t  i s  emotion­

a l  d i s t r e s s  o f  a h igh  o rd e r .

Some Dropp ing out  o f  the Labor M a r k e t . F o l l o w in g  the i n t e n s i v e  job 

s e a r c h ,  some wo rke r s  may choose to l e a v e  the  l a b o r  marke t  and t e rm in a te  t h e i r  

s e a r c h  fo r  employment.  We can i d e n t i f y  t h r e e  groups  o f  wo rke r s  who adopt 

t h i s  s o l u t i o n :

The d i s c o u r a g e d  w o r k e r . These a re  t h e  w o rk e r s  who have  " g i v e n  up" on 
the  j o b - s e e k i n g  p ro ce s s  because i t  h a s  not y i e l d e d  any s a t i s f a c t o r y  
r e s u l t s .  We know very  l i t t l e  about t h e  s o c i a l  and p s y c h o lo g i c a l  pro­
f i l e s  o f  t h e s e  worke r s  but the r e a l i t y  i s  t h a t  wo rke r s  c ap ab le  of many 
more y e a r s  o f  p ro d u c t i v e  work " d i s a p p e a r "  from the o f f i c i a l  s t a t i s t i c s  
o f  the unemployed and employed w o r k e r s .  Some o f  t h e s e  worKers a re  
impa i red  by I 1 1n e 5 « ,  psychosomat ic  o r  o r g a n i c ,  w h i l e  o t h e r s  ? r e  he a l thy  
bu t  have  no m o t i v a t io n  fo r  the job s e a r c h .  Many :^?.mselves
from odd j o b s ,  w e l f a r e  or the l a r g e s s e  o f  f r i e n a s  r e l a t i v e s .  S ince  
they  a r e  d i f f i c u l t  to l o c a t e ,  i t  i s  a lm o s t  im p o s s i b l e  to deve lop and 
implement programs to a id  them.

The e a r l y  re t?  r e e . Some workers c a n n o t  or  w i l l  not put  up w i t h  the 
l a b e l  o f  "unemployed" and p re fe r  the  more a c c e p t a b l e  l a b e l  o f  " r e t i r e d . "  
T h e s e * w o r k e r s , u s u a l l y  o l d e r ,  plan to  g e t  by on odd j o b s  and e a r l y  r e ­
t i r e m e n t  b e n e f i t s  u n t i l  they are e l i g i b l e  f o r  f u l l  r e t i r e m e n t .

Tha i r r e g u 1ar-economy w o rke r . Other worker s  w i thd raw  from the o f f i c i a l  
l a b o r  marke t  and work in the i r r e g u l a r  economy. They engage  in  " o f f -  
t h e - b o o k s "  economic t r a n s a c t i o n s  a s  s u p p l i e r s  o f  goods o r  s e r v i c e s .
T he se  t r a n s a c t i o n s  a r e  not monitored s o  t h a t  no income t a x  i s  p a id .
The work i s  e p i s o d i c  and can range rriom s k i l l e d  work (p lumb ing ,  e l e c t r i ­
c a l  r e p a i r )  to minimal u n s k i l l e d  work  ( y a r d w o r k ) . These  worke r s  a l s o  
have a c l o a k  o f  employment i n v i s i b i l i t y  abou t  them; thu s  program a id  i s  
a lm o s t  im p o s s i b l e .

The Ad ju s tmen t  o f  the New Job . The re  i s  the  need to a d j u s t  to a new work 

s i t u a t i o n  w i t h  new work companions and new b o s s e s .  We know t h a t  in  a t  l e a s t  

o n e - h a l f  o f  the  c a s e s  the se  job s  pay l e s s  and a r e  o f  lower  s t a t u s  w i th  fewer



b e n e f i t s .  Thus ,  t h e r e  i s  a l s o  the need to a d j u s t  to a new l i f e s t y l e .

Any programmatic and p o l i c y  d e c i s i o n s  shou ld  be fo rmu la ted  w i t h  t h i s  

s c e n a r i o  in  mind. The w o r k e r s '  needs  s ho u ld  d i c t a t e  the program, not the 

program the n e ed s .  Without  such a framework f o r  r e f e r e n c e ,  programs and 

p o l i c i e s  s u r e l y  w i l l  m i s s  the mark.

S u g g e s t i o n s  f o r  Programs and P r a c t i c e s  in  Job D i sp la cemen t

There i s  a need f o r  g r e a t e r  c o o r d i n a t i o n  o f  s e r v i c e s .  We must b e g in  to 

t h i n k  about  what  the unemployed per son  needs  a t  d i f f e r e n t  p o i n t s  i/i the ad ­

j u s tm e n t  c y c l e  i n s t e a d  o f  what s p e c i a l i z e d  s e r v i c e s  a l r e a d y  e x i s t  in p l a c e .  

I n e v i t a b l y  t h i s  means a breakdown o f  na r row  p r o f e s s i o n a l  and p a ro c h i a l  r o l e s .

We must b eg in  to fo cu s  not o n ly  on the  d i s p l a c e d  but a l s o  on worke r s  l e f t  

beh ind on the j o b .  The l a t t e r  group have v e r y  h i g h  a n x i e t i e s  in an u n s t a b l e  

economic env i ronment—more a b s e n t e e i sm ,  more mora le  p rob lems ,  more d r i n k i n g  

and drug abu s e .  T h i s  s i t u a t i o n  i s  not  o n l y  d e s t r u c t i v e  to the i n d i v i d u a l  

and h i s  f a m i l y  but a l s o  to the employer b e cau s e  i t  means lower p r o d u c t i v i t y .

T h i s  i s  a problem t h a t  cannot  be s o lv ed  in  the community but  r e q u i r e s  t h a t  

the  s e r v i c e s  be brought  i n t o  the  p l a n t .  In t u r n ,  t h i s  r e q u i r e s  a h i gh  deg ree  

o f  c o o p e r a t i o n  among company p e r s o n n e l ,  un ion  o f f i c i a l s  arid agency  p r a c t i t i o n e r s .

The h e a l t h  of  wo rke r s  shou ld  be r e c o g n i z e d  a s  a component o f  economic 

development and p r o d u c t i v i t y ,  j u s t  a s  new work methods and mach inery  a r e  

r e c o g n i z e d .  Upgrading  the q u a l i t y  o f  the  work f o r c e  and i t s  p r o d u c t i v i t y  may 

indeed mean f i r s t  upg rad ing  i t s  mental  h e a l t h .

We must pay more a t t e n t i o n  to p r e v e n t i o n  o f  i l l n e s s  r a t h e r  than a m e l i o r a ­

t i o n .  T h i s  means t h a t  we must not c o n t i n u e  to  v i ew  p l a n t  shutdowns a s  i n ­

s t a n c e s  where the ho r se  has been s t o l e n .  R a t h e r ,  we can v iew  an impending 

shutdown a s  an o p p o r tu n i t y  to t r y  to p r o t e c t  the  barn a g a i n s t  t h e f t .
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Mr. Chairman and members of the Task Force on Education and Employment:

The National Association of State Alcohol and Drug Abuse Directors 

(NASADAD) is pleased to have this opportunity to present a statement on 

the impact of the present, longterm structural unemployment on the current 

and expected future demand for alcohol and drug abuse services. As Chairman 

of the NASADAD Legislative Committee, I am here today to urge members of 

Congress to support those health and social service programs which will 

affect the social costs of unemployment.

First, I would like to provide some information on the role and 

responsibilities of the State alcohol and drug abuse agencies.

The State Alcoholism Authorities and the Single State Agencies for 

Drug Abuse Prevention were created by the States in response to Congressional 

action in the Comprehensive Alcohol Abuse and Alcoholism Prevention, Treat­

ment and Rehabilitation Act of IS70 and the Drug Abuse Office and Treatment 

Act of 1972, respectively, to have sole responsibility in the State to plan 

and administer a Statewide alcoholism and/or drug abuse prevention and 

treatment network. Under the Omnibus Reconciliation Act of 1981, which 

created the Alcohol, Drug Rbuse and Mental Health (ADM) block grant and 

significantly revised the purpose of NIAAA and NIDA, the mandate for these 

State structures was repealed. However, I am pleased to inform you that 

each State has chosen to retain this State structure to coordinate State 

alcohol and drug treatment and prevention services and a portion of the 

Federal ADM block grant.

In my current position as Director of the Michigan Office of Substance 

Abuse Services, I am very much aware of the negative social costs of the 

current high unemployment. Though I know it does not need repeating, I 

would like *'"> briefly review some of the most recent national level data on



the current state of the economy. Over 11 million people in the country 

today are currently unemployed; although the national unemployment rate has 

reached 10.4 percent, many States whose economy has been based on such 

industries as automobile manufacturing and steel production have unemployment 

rates reaching almost 18 percent. Business failures, particularly small 

and medium-sized businesses are up almost 50 percent fran last year's level.

The unemployment rate for our nation's youth (16 to 19 years of age) *.s 

more than double the national unemployment rate with black youth's rate of 

unemployment reaching 46 percent.

The social and monetary effects on unemployment are far-reaching and 

quite severe in terms of physical and mental health-. It has been documented 

by several noted researchers, including Dr. Harvey Brenner, Johns Hopkins 

University, that during a serious recession and period of high unemployment, 

individuals who are unemployed and their families, those who are underemployed 

or working for a company which is struggling to survive and where the workers 

are unsure of their job stability, are all living or working ir. situations 

of chronic stress that accumulate through time and have an effect on illness 

and mortality rates. The effects of the chronic stress may not always be 

immediately felt and often the situation causing the stress - high unemploy­

ment rates - does not disappear for several years after the country has came 

out of the recession. In turn, the mental and physical health problems which were 

triggered or started by the stressful situation may not manifest themselves 

fOi several years after the recession is over. Therefore, although a 

recession may only last one year, the effects of that recession may be felt 

by health and social service providers for at least the next decade.

While previous recessions have been cyclical in nature, the current 

recession has resulted in structural unemployment, with major industries



closing and laying off workers which often do not have the appropriate job 

skills to seek employment in a different industry. Therefore, the current 

unemployment situation appears to be even more stressful for these 

individuals due to their lack of hope for obtaining work for which they 

are trained. In addition, these same individuals who have been labeled 

"discouraged workers" are losing their health insurance benefits which were 

previously paid for or through a group health plan. It is ironic that at 

the same time that these individuals will value their health insurance the 

most and will need the services which sure financially accessible through 

health insurance plans, they will no longer have the financial means to 

purchase these services. Illnesses will go untreated for extended periods 

of time, until they become so severe that the individuals have to be 

hospitalized and will need more expensive, acute care services.

In order to reduce the high levels of anxiety and stress which accompany 

high levels of unemployment, individuals will seek means to reduce their 

frustration. Not only will the discouraged workers seek ways to lower their 

level of mental anguish, but also will the worker's family members and 

significant others, and those individuals who have been able to keep their 

jobs but who are now working in an extremely stressful situation, not sure 

whether the company they are currently working for will be able to survive 

the recession or whether they have a job next week, or even next month.

Many of these individuals are already well on the way to developing problems 

related to their increased alcohol and drug use.

Evidence of the increased dependence on alcohol and drugs by these 

discouraged individuals is already beginning to be seen across the country. 

Following is a brief summary of the indicators of the problem being seen in 

a few States.
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In the State of Missouri, the impact of the current economic 

recession on mental health programs has been examined in a study conducted 

by Paul R. Ahr, Ph.D., M.P.A., and others. The study found significant 

positive correlations between the monthly State unemployment statistics 

and the number of unemployed clients seeking a first admission to inpatient 

treatment that are stronger than the correlations between unemployment 

and the total population of first admissions. Also, a strong positive 

relationship between the number of clients seeking readmission to these 

programs has also been correlated with the State unemployment rate. Out­

patient readmissions in eight State operated facilities, including five 

hospitals and three community mental health centers, increased 57 percent 

in a one-year period; inpatient; readmissions increased 58 percent.

This study also reveals a common thread which is occuring within all 

treatment programs across the United States - clients who have successfully 

completed treatment are unable to find employment. As a result frustration 

and anxiety build and threaten the individual's ability to cope' and regain 

self-esteem. Unable to return to the mainstream population - the basic goal 

of any treatment progritm - the individual often returns to the treatment 

setting or his/her previous alcohol or drug taking behavior.

In my State of Michigan, we have seen the largest increase in client 

admissions earning from the category of those "unemployed and in the workforce 

meaning those recently laid off, looking for work, and registered with 

the Michigan Employment Security Commission. While these people represented 

24 percent of our clients three years ago, today they represent more than 

40 percent of those receiving treatment. Overall, 63 percent of the 

75,600 clients admitted to publicly funded substance abuse programs last 

fiscal year were unemployed - an increase of more than 10,000 from FY 1978-79

- 4 -



Although we are admitting over 6,500 clients each month, hundreds of others 

are being forced to wait for services. Unfortunately, there are no 

additional State resources available to support the increased demand for 

treatment.

In order to make up for revenues shortfalls and the reduction in 

public funds available to support an ever growing treatment population, the 

State of New Jersey implemented a cost-sharing program on July 1, 1981.

Under the program, all clients, except those on welfare, are responsible for 

at least part of their treatment costs. Four months after implementation of
t

the cost-sharing program, the number of admissions to these programs dropped 

20 percent; twelve months later, when an additional increase in costs was 

attached, an additional 40 percent drop in admissions was reported. This 

reduction in client admissions is not due to a sudden decrease in the 

incidence and prevalence of alcohol and drug problems in the State of New 

Jersey, but is rather due to a lack of the client's ability to pay for 

services which has been attributed to the current economic recession. As 

a result, these individuals, many of whan are already having serious health 

and social problems as a result of their use of alcohol and/or drugs will 

not enter treatment. Their health problems will eventually beccme so 

severe that they will have to be admitted to a gei.eral hospital for acute 

care or will die from cirrhosis of the liver or a drug overdose.

Recognizing the increased need for treatment services for those 

individuals who have recently become -unemployed, the Pennyslvania Office 

of Drug and Alcohol Programs, in an attempt to fo us on tv i efficient 

utilization of limited State dollars, has awarded a project grant to five 

counties to provide services to newly unemployed families. Families who 

are experiencing high levels of unemployment, anxiety, and alcohol and 

drug problems. Unfortunately, the amount of support - $50,000 - is very
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small, but will assist those counties in attempting to meet the identified 

increased need for services by this target population. Participating in 

the project, is West Moreland County which is experiencing a high rate 

of unemployment due to layoffs in the steel industry. Also of interest are 

the results of a joint Blue Cross/Blue Shield and AFL-CIO study of hospital 

utilization rates in southeastern Pennyslvania. The report reveals•demands 

for hospital based alcohol and drug services is 't an all time high. 

Individuals seeking treatment include the unemployed, who have been 

able to retain their health insurance benefits, and those who are employed, 

but under great stress due to uncertainty about their job futures.

Another ironic situation has developed in the current recession due 

to the fact that many of the "discouraged workers" after paying Federal 

and State taxes for many years are deemed ineligible to receive many forms 

of public assistance. Although they may have lost their health insurance 

coverage, they are often ineligible to participate in Medicaid or other 

social programs since prior to losing their job they had garnered enough 

income to make them ineligible for public assistance. In addition, the 

demands currently being placed on what public assistance programs they may 

be eligible to participate in, limit the amount of that assistance which is 

often targeted for the most severely disabled or those most in need of that 

assistance. It does not appear that these "discouraged workers" would fit 

into the category of "truly needy" although they and their families are 

in great need.

In the State of Illinois, alcoholism treatment programs, many of which 

are reporting an increased demand for treatment services, are having to 

allocate treatment dollars t.o support the purchase of medication for their 

clients to treat illnesses not related to the alcoholism; medication which 

was previously covered by the general medical assistance program. The
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medical assistance program • due to budgetary constraints, has had to limit 

reimbursement to only those medications which are required to treat life- 

threatening conditions. In this particular case, the medication was required 

for the treatment of pneumonia, which often becomes a life-threatening 

condition.

A residential alcoholism treatment program in Peoria, which traditionally 

treats clients who are unemployed and who are unable to purchase the more 

expensive hospital-based services, has noted a 17 increase in the number 

of clients admitted who are unemployed (from 75 percent to 92 percent). An 

increase in the number of clients who have recently become unemployed - 

within the previous three to six months-- is also reported, as well as 

reports that the clients are being admitted with more numerous and severe 

problems than before and that the client population has became much younger. 

Individuals in their early twenties are being admitted with chronic alcoholism 

normally seen in clients 20 years older.

It is interesting to note that during the period from 1980 to the 1982, 

when the recession was building and unemployment rates were rising, Federal 

support for alcohol and drug services was reduced by almost 35 percent. It 

is during this period when Federal support should have been increased by 35 

percent, not decreased.

The current economic conditions are unique. The social problems which 

are resulting frcm the recession and which will continue to be felt over 

the next decade or two, however, are not new problems. Special prog-juns 

to meet the needs of these discouraged individuals mus*- be developed and 

implemented, but they cannot be accomplished without increased Federal support.

The increased demand for treatment will not relent for many years 

after the economy has once again reached pre-recession levels. Even now, 

those individuals who are successfully completing treatment, are now returning



due to frustrations which develops when they are unable to obtain gainful 

employment, to support their families, to regain their self-esteem.

It is also crucial that increased prevention and early intervention 

efforts be undertaken to identify those individuals who may be most at risk 

for developing serious alcohol and drug problems.

The House Budget Committee must reevaluate their level of support for 

social and health programs which assist in reducing the social costs of 

unemployment. Federal support for the treatment and prevention of alcohol 

and drug abuse problems can be increased through your passage of a budget 

resolution which recognizes the severity of these problems and requests an 

appropriation of the full amount authorized for the Alcohol, Drug Abuse and 

Mental Health block grant in FY 1984 - $532 million. Support, for these 

efforts must continue for many years to came as the effects of the current 

recession will be with us for many years to corre. It will take many years 

to treat the despair and high levels of anxiety which are being caused by 

the current economic conditions.

Thank you for the opportunity to present this statement.
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HEALTH REPORT

ongress Weighing Plight of People 
Out of Work, Out of Health Insurance

The cost could be high if  Congress decides to go to the aid of the almost 1. \ million 
family members who lost their job-based insurance when they lost their jobs.

individual policies. Even il: a plan offering 
minimum coverage at special group rates 
could be designed, the United Auto 
Workers (UAW) estimates, the cost 
would be at least S I00 a month—well" 
above the means of most unemployed 
families.

A lucky few like Dupciry may be able 
to continue under an employer-paid plan 
for an extra year, but they' are a minority. 
Fully 50 per cent of the unemployed lose 
coverage within a month of being laid off, 
according to Labor Department statis­
tics, and only 20 per cent can expect their 
coverage to continue for three months or 
more.

In some two-earner families, an unem­
ployed spouse can switch to the other 
spouse’s plan, but that, too, is the excep­
tion. Only 42 per cent of working families 
have two wage earners, the CBO said, 
and only a fourth of those would have’ 
uninterrupted insurance coverage if  one 
of the workers was laid off.

r -.„......... ....... . . . r ___  —,  .. The only options the unemployed have
jobless in December. 5.3 miljjnr lnt* left are to pay tor essential medical care

’ their employment-related health insur- out ol their own pockcts^ if they can.
ani'C. L Ohgrcssional Budget O ffice making arrangements with their doctors

-  (.LBUpclireaor Alice M. Rivlin said at to pay over a period of time—andtfljje tea .
the Jan. 24 hearing. When dependents of non-emcrgcncv care “H j| th*y *Tt 
the unemployed are included. Riviin s a id _  mg again.
the number jumped to lth7 ™;ii;nn_— ~n ie  second option is  worrisome to 
[Nearly yQ per cent of non-farm workers health and social welfare experts. The 
receive health benefits paid in part or in uncertainties and stress n f heing out n f 
full by their employer. . wjfK. Ifigy say, can tripper nhvsic n  anH

Uniess the government comes to th jL g rtlciTCll pru6lems~tTiai should hc-Uraied
ip thai?\ promptly

BY LINDA E  DEMKOVICH

I
n October 1981, Judy Dupcny lost her 
job al the General Motors Corp. as­
sembly plant in Bristol, Conn. Last May, 
her unemployment insurance ran out. 

The part-time work she has found since 
then has renewed her eligibility for unem­
ployment benefits, which should help pay 
the rent and put groceries on the table for 
a little while longer.

But one of her biggest worries, Du- 
perry told the House Energy and Com­
merce Subcommittee on Health and the 
Environment late last month, " is  not be­
ing able to provide my family with ade­
quate health care.”"

Duperry, a divorced mother of two 
sons, said that the health insurance she 
received through GM was terminated 
Nov. 1. “I keep on hoping that no one in 
my family gets really sick," she said. “I 
just don’t know what we would do then."

The recession has made Duperry’s 
plight commonplace. Of the 12 million.

rescue of the unemployed—a step 
the CBO estimates could cost as much a:t 
56 billion—they have very few options.

Most people whq rrrrntly ^nt ?f 
~work have enough asset* and cash fmm 
unemployment benefits and perhaps part- 

riime jobs and savings to make them ineli­
gible lor medicaid, the federal-state

promptly. Putting rff t h r y  warn
will cost individuals and the government 
more in the long run.

■neaitn insurance program for the poor.
On the other hand, they do not often 

have enough money to pay for costlier

B LU E PR IN T  FOR CHANGE 

If Congress decides it wants to act 
quickly in addressing the health insur­
ance needs of the unemployed, il has a 
blueprint for change already at its dis­
posal. On Jan. J l .  Sen. Dona
Jr.. D-M ich„ introduced legislation

(S  307 ) aimed at helping those who are 
laid off or" ire  ANiut m 1*. .is well 
active workers who will lose their jobs 
later, ___

In Michigan, which had a 17.3 per cent 
unemployment rate last December, an 
estimated 400,000 workers—or 60 per 
cent of all unemployed workers in the 
state—have lost health y  Many of
them are auto workers why rnding on 
their seniority, were able . 6et up to a 
year of extended health benefits after 
being laid off.

For millions of unemployed workers, 
Riegle said in introducing the bill, even a 
brief hospital stay or a minor medical 
emergency "can mean financial disas­
ter.” And even after they find a job, he 
said, the "entry lag,” during which they 
must wait to qualify for benefits, is often 
three months or longer. __

The bill would establish a mechanism 
to provide continuing health insurance 
coverage for laid-off workers. It would 
encourage each state to establish a pool of 
money to cover unemployed workers; in 
states that refused to comply, insurance 
companies could establish the pool, and if 

.that failed, the Health and Human Ser­
vices Department could step in.

To meet the immediate emergency, the 
bill would provide substantial federal aid 
for persons who were “involuntarily sev­
ered” from the;r jobs during the 12 
months before its nactment. These work­
ers would be covered for up to 12 nonths 
under a program patterned after medi­
care and financed 80 per cent by the 
federal government and 20 per cent by 
the individuals.

The total federal cost, according to 
preliminary estimates, would be between 
S I .3 billion and $3 billion. Federal ad­
ministration of the emergency program 
would give way to state administruJcn as 
the states set up their insurance pools for 
uninsured, unemployed workers.
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For persons who lost their jobs after the 
bill's enactment, Riegle would use the tax 
code to pressure employers to pay for an 
extra 18 months of health insurance cov­
erage. Employers would be expected both 
to maintain health insurance benefits for 
laid-off workers for six months and to 
contribute to the pool of funds that would 
be used to provide another 12 months of 
coverage for the unemployed. Employers 
that refused to participate would no 
longer be allowed a tax deduction for 
contributions to their own employees’ 
health insurance.

Riegle made an exception for states 
with sustained high unemployment, 
where he feared that the burden his bill 
would place on employers could trigger 
more layoffs or plant shutdowns. When 
the’national unemployment rate was at 
least 7.5 per cent and a state’s rate- was at 
least 10 per cent greater than 
the national rate for s ix  
months, the federal govern­
ment would pay 40  per cent of 
that state's cost of providing 
coverage to persons in the un­
employed worker pool.

Although there would still 
be gaps in coverage—chroni­
cally unemployed individuals, 
for example—and although 
the duration of coverage 
would be finite, the bulk of 
jobless workers would be pro­
tected under the bill, said a 
Riegle aide. “We don't want 
this to be construed as any­
thing but what it is: temporary 
help for the unemployed This 
is not national health insur­
ance.”

At th is point, however, 
there is no consensus in Con­
gress and among the interest 
groups on how, or even 
whether, to proceed, particu­
larly with regard to the immediate prob­
lems of currently idled workers.

Cost is the overriding concern. Con­
gress is trying assiduously to avoid adding 
to the federal deficit and will almost 
certainly balk at any plan to expand the 
federal government’s role in health insur­
ance—especially a plan that uses the S53 
billion medicare program as its model.

For the longer term, the spotlight will 
be on the state3 and the private sector. 
Several states, for example, have already 
created insurance pools of the kind Ric- 
gle's bill envisions. Many others have 
adopted continuation and conversion 
laws, under which individuals who lose 
their jobs can get uninterrupted insur­
ance. although generally at a higher indi­
vidual rate.

In the current economic climate, the 
states are beginning to consider other

mechanisms to protect jobless workers 
from health costs. A bill before the Penn­
sylvania legislature, for example, would 
allow unemployed individuals to buy in­
surance at group rates using state-subsi­
dized unemployment benefits to pay part 
of the premium costs. The George Wash­
ington University's Intergovernmental 
Health Policy Project is closely watching 
such activities to keep state officials ap­
prised of promising solutions.

But long-range solutions offer little so­
lace to the millions who are suffering the 
dual loss of a job and their health insur­
ance and for whom the prospects of being 
rehired are dim.

UAW president Douglas A. Frcsor 
said the size of the problem is under­
stated. If  discouraged workers and those 
working part time because they can't find 
full-time jobs are counted, Fraser told the

Sen. Donald W. Riegle Jr. has Introduced legislation to 
address the health insurance needs of the unemployed and 
those who are about to be laid off.

Unemployed people, Ferman said in an 
interview, tend to put off getting medical 
services—dental care first and then an­
nual checkups and elective surgery. “The 
least likely thing to be deferred," he said,
“is emergency care for children."

Ferman cited statistics from Michi­
gan’s public health department showing 
the first increase since World War II in 
the state’s infant mortality rate, from 
12.8 deaths per 1,000 live births in 1980 
to 13.8 in 1981. In addition to poor nutri­
tion, he said, the increase is likely related 
tc drops in prenatal care and foltow-up 
doc. r visits after the child has been bom.
He aiso noted an increase in the number 
of miscarriages.

The most appropriate solution. Ferman 
said, would be a health plan that would 
cover everyone in need of insurance. At a 
minimum, he said, there should be a plan 

that would provide for the 
children of the unemployed.

In 1976, M. Harvey Bren-— 
ner, a public health professor 

• j t  the Johns Hnnlrin* I I n i n -— . 

sitv. presented the Joint Eco­
nomic Committee with 
startling statistics on Jhc ef- 
fccts of unemolovment-When 
the unemployment rate m- 

" creases. Brenner found, so do 
the number of suicide* and 
die admissions rales to state

Likewise, the incidence of jljje 7 ^  
cases sucfTas aiconolism and /  
heart disorders rises as more 

' people are out of work. Family 
contacts, particularly child 
and spouse abuse, also be­
come more common, he re­
ported.

Last August. Brenner ap­
peared before the House 
Banking.

House subcommittee, the "truly unem­
ployed” total over 17 million people. And 
if their dependents are counted, he said, 
closer to 25 million people have lost their 
health insurance to the recession.

Fraser used the opportunity to renew 
the call for a national health plan that 
would cover the uninsured unemployed 
and the millions more who, for other 
reasons, have no health insurance. “I do 
not suggest that such a program would be 
cheap," he said, “but the price of neglect 
and anxiety is much costlier."

SIDE E F F E C li
Those costs are already becoming evi­

dent. public health officials say. They 
reflect what Louis A. Ferman, research 
director ol the University ol Michigan's 
Institute of Labor and Industrial Rela­
tions. calls the "pink slig_svndrcine."

  Finance and Urban
Affairs Subcommittee on fvT  

mestic Monetary Policy to update his 
findings. ~ lhc cnccts of unemployment 
in the current recession,” he said, ’•are 
likely to be more serious than those in 
previous post-World War H recessions" \ 
because ol structural unemployment and"* 
the"low probability that workers will get 
reemployment or re tra in ing .n  wi-II ihr
loss of health insurance____

Meanwhile, Brenner said, “illnesses be­
come chronic, poor nutrition and lack of 
care exacerbate them, built-un In istra-
tions lead to aggression inside and outside 
the family and increased mortality cre­
ates new losses

Even the prospect of unemployment 
can be devastating, he said, as a source of 
stress. “The effects of this long spiral of 
disruption of lives, of illness and death," 
he said, “will be with us for years after 
the economy reaches a trough." ■
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RESIDENT HIRE ACTIVITIES
July 1, 1985 - January 15, 1986

Companies which employed nonresidents on public construction projects:

Dawson Construction 
Kiewit Construction 
Stephan & Sons 
Kiewit Pacific 
Alcan Hill 
Alaska Sign 
Todd Builders 
Coral Construction 
KRK Glass
F. T. Crowe 
Industrial Roofing 
Seeley, Inc.
Wick Construction 
Asphalt Marking Company 
Kluane Construction 
Stephen-Northern J/V 
ARD Commercial Services 
Coluccio Construction 
Phoenix Logging 
Warmold Fire Systems 
M P & M Company 
Husky Asphalt 
Jenson & Reynolds Company 
Hayor Land Company 
Burree Drilling 
City Electric 
Superior Fire Protection 
Alaska Coastal Electric 
Energy Insulation Systems 
Washington Accoustical 
Alaska Unlimited 
E J Bartel 1's 
Melin & Sons, Inc.
Anchorage Steel 
D & G Mechanical 
Western Electric, Inc. 
Cascade Tile 
Brown Construction 
Underwater Construction 
The Caspee Company 
P & G Landscaping 
Travers PAC 
Berkley Structures 
Quality Asphalt & Paving 
Indoor Temperature Systems 
General Construction Company 
Q Trucking 
Baugh Construction

Ketchikan Drywall
Jaff Construction
Griffard Steel
Jack Wiggins Construction
Transco Pacific
G.T.M. Mechanical
Hermanson Corporation
Western Marine Construction
Alaska Fence
The Brower Company
Red Samm Construction
B & B Asphalt
Wilder Construction
Western Pacific Construction
Pioneer General
Engel Mechanical Contractors
Cave Electric
Pride & Suther
Allied Sheetmetal
RP Richards Company
Hardriver Company
Redi Electric
Veretecs, Inc.
Engineers & Contractors Company 
Kodiak Contractors 
The Kastac Company
Metcalf Grimm Mechanical Contractors 
Northern Timber Corporation 
Associated Sand & Gravel 
A C & S, Inc.
Barricades & Safety Company 
Bethel Mechanical Contractors 
Rascel/Rasmussum 
Hoffman Construction 
South Coast, Inc.
Beacon Construction & Engineering
Felton Construction
Power Construction
Telon Electric
Fox Automatic Sprinkler
Kinel of California
Northway Development
Molt's Stripping
Prime Construction
Northern Construction, Inc.
Hegdal Construction 
Clearwater Fence 
Ocean Technology



Resident Hire Activities - 2 - Jar.uary 30, 1986

Hayden & Hayes 
Ted Forsi & Associates 
B C Excavating 
Mark Rite Line Company 
Murphy Construction 
Pioneer Excavating 
Chuck's Backhoe 
All Steel Construction 
Cypee Construction 
Barrow Utilities 
Alaska Unlimited 
Atlantic-Gulf Construction 
Coog' 1 Construction 
Fred w i11ey Construction 
Tim's Landscaping 
B & B Paving 
Glen Dar Enterprises 
Humphrey Company 
Arctic Glazing 
Johnson Sand & Gravel 
Stirritt Johnsen, Inc. 
3-Way Electric 
Jackson Construction 
M B Construction 
McIntyre, Inc.
Anchorage Golf Company J/V 
Vanco
Haslett Construction 
Superior Air Handling 
Doyon Corporation 
Copper Valley Construction 
Keifer Pool Equipment

American Landscaping 
Bush Landscaping 
W ill ov/ Cache Com pa ny 
S ?. S Welding 
Hank's Excavations 
Quorum Construction 
McKinley Landscaping 
Sanford Construction 
Brice, Inc.
Rogers & Babler 
Sur.air Sheetmetal 
Long's Painting Company 
Auburn Mechanical 
Cascade Insulation 
Foster Construction 
ORR Construction 
Gordy's Construction 
Busch Concrete 
McLane & Associates 
AWC
Acme Fence 
W G & Associates 
Commercial Builders 
K Star Enterprises 
Increst Roofing 
The CecoCo 
O'Connor Tile
Alaska International Construction 
0 & S Construction 
Watkin's Electric 
Lydig Construction

TOTAL nonresidents identified on public construction contracts: 1,784

TOTAL dollars earned by nonresidents identified: $2,300,518.53

Contractors performing work on the

Anadrill/Schlumberger 
Bell/Lanvin 
Nordic Well Servicing 
Alaska Welding, Inc.
Nora Ico 
Boatel1, Inc.
Dowell/Schlumberger 
Brown & Root 
Tanko
Crowley/Mukluk 
Summit Equipment 
J R Oilfield Services

North Slope who employed nonresidents:

Parker Drilling 
Naboi 's Drilling 
Gilbert/Commonwealth 
Aber Company 
Northline Electric 
VECO
Northern Oilfield Services'
G'-cgcry & Cook 
Nowscc
Holmes/Narver 
Peak Equipment
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Occupational Information from the UI Wage File 
and its Relationship to HB 466

What would be done

1) Employers, subject to unemployment insurance coverage, would be
required to submit occupational titles for the last position worked, by 
each of their employees each quarter. Quarterly reports would be phased 
in over a three year period, based upon the industry of the employer. 
Industries identified as having the highest dollar payments to
nonresidents in 1984 would be targeted first as follows:

First Year construction, oil and gas mining, and food processing;

Second year all first year industries plus, business services, local
government, miscellaneous services, eating and drinking places, air
transportation, and state government;

Third year all industries.

2) A program would be written to match the occupational titles, used by 
employers, to standard occupational classification codes.

3) Statistical clerks, working under the supervision of labor economists 
who specialize in occupational information, would correct all edit 
rejections. Corrections would be either to tin* file of occupational 
titles, or to the individual entries.

4) Extensive computer matching would be performed which would yield 
resident status of employees, wages, workers receiving unemployment 
insurance benefits, the amount of those benefits; by occupation, industry, 
and area.

5) Comparisons of employed nonresidents and residents receiving 
unemployment insurance, in the same quarters, would be made by occupation 
and area to show displacement. Additionally comparisons would be made to 
indicate those occupations with significant nonresident employment, and 
low resident labor force.

6) For those occupations showing significant resident hiring problems
surveys would be done to determine why.

7) The above information would be merged with other occupational
information already collected by this department to determine: wage
rates, projected employment, hiring practices, working conditions, skill 
requirements, and training requirements for occupations identified as 
having1resident hiring problems.

8) Comparisons between years would be made after the second year of 
occupational titles data was collected from employers.

9) All of this information would be included in an annual report to be
completed by January 31 each year.



Relationship to HB 466

Although HB 466 is would trigger resident hiring preferences in State 
funded construction only, those triggers are based upon the entire economy 
of each area. This was probably necessary to have a chance in the courts.

This department would have the responsibility to determine when employment 
of nonresidents was a contributing cause of the unemployment of residents 
of an area. In the recent Supreme Court decision regarding Title 36, the 
court indicated that high unemployment alone was not sufficient to prove 
displacement of residents as the unemployment could be related to: 
"climatic extremes, the absence of construction activities in rural areas, 
and the lack of training prevalent among rural Alaskans."

To determine this requires collection and analysis of detailed 
occupational information by area, industry, and resident status.
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1/ 28/86

BY BOUCHER, SZYMANSKI,GRUENBERG, 
PIGNALBERI, HURLEY, MARROU, SUHD, 

IN THE HOUSE GRUSSENDORF, TAYLOR AND KOPONEN

SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 466

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to Alaskan resident employment

preference; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. The legislature recognizes that the state has a 

significant unemployment problem. This Act is intended to better fulfill 

the state's duty of loyalty to its citizens, reduce unemployment among 

residents of the state, remedy social harms resulting from chronic 

unemployment, and assist economically and socially disadvantaged residents. 

12 the courts find that a portion of AS 36.10' is unconstitutional, the 

public interest requires that the remaining portions be implemented as 

fully as possible.

* Sec. 2. AS 36.10.005 is amended by adding new subsections to read:

(c) The legislature further finds that the ratio between the 

employees on a certified payroll who did not apply for or were refused 

a permanent fund dividend under AS 43.23 to those employees who were 

found eligible to receive a dividend is an adequate but not exclusive 

indicator of the ratio on a project of nonresident to resident em­

ployees .

(d) The commissioner may consider information gathered from site 

surveys of construction projects including individual interviews, 

comparison of the state in which vehicles owned or operated by employ­

ees are registered, and other information acquired from inspection of 

certified payrolls when determining the ratio of nonresident to resi­

dent employees working on a public works project.

I
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(e) The legislature finds that the following factors are reason­

able but not exclusive indicators of the ratio of nonresident tc 

resident employees in the state:

(1) the ratio between applicants for unemployment insurance 

claims who list an out-of-state residence compared to those applicants 

who list residences in the sta'2 ;
(2) the ratio between applicants for unemployment compen­

sation who did not apply for or were denied a permanent fund dividend 

to those applicants who were found eligible for a dividend.

(f) The legislature finds that

(1) the number of state residents who are unable to find 

work is considerably higher than is reflected by unemployment rates 

based on nationally accepted measures;

(2) rural areas in the state have proportionately more 

resident workers who are unable to find work but who are not reflected 

in the unemployment rates based on nationally accepted measures than 

do nonrural areas of the state;

(3) many rural state residents who wish to work do not seek
I

employment as frequently as necessary to meet federal definitions of 

unemployment because of continuing lack of employment opportunities in I 

rural areas of the state.

(g) The legislature further finds that given the expense and 

difficulty of gathering and preparing information on those seeking 

employment in the state, it is reasonable, absent substantial evidence 

to the cont-ary, for the commissioner of labor to rely on information 

and projections to indicate trends and to implement remedies to prob­

lems based on those trends.

Sec. 3. AS 36.10.070 is repealed and reenacted to read:

Sec. 36.10.070. UNAVAILABILITY OF PREFERRED WORKERS. (a) An



employer subject to hiring requirements under this chapter may reques 

the Department of Labor to assist in locating eligible employees 

After receiving a request for assistance, the department shall refe 

eligible, available residents to the employer to fill the employer': 

hiring needs. The employer shall cooperate with the department.

(b) If the department is unable to refer a sufficient number o:

eligible, available residents able to perform the work, the commis­

sioner of labor may approve the hiring of reside- ts who are not eligi­

ble for preference and nonresidents for the balance of the request.

* Sec. 4. AS 36.10.075 is amended by adding a new subsection to read:

(b) The commissioner of labor shall adopt regulations to encour­

age and require the hiring of residents to the maximum extent permit­

ted by law.

* Sec. 5. AS 36.10 is amended by adding new sections to read:

Sec. 36.10.130. RESIDENT HIRE REPORT. The attorney general anc 

the commissioner of labor shall report biennially to the legislature 

and the governor on the status of employment in the state, the effect 

of nonresident employment on the employment of residents in ‘ihe state, 

and methods to increase resident hire. The report shall be submitted 

at least 30 days before the first day of the first session of a legis­

lature .

Sec. 36.10.140. ELIGIBILITY FOR PREFERENCE. (a) To be eligible 

for an employment preference under this chapter, a person must 

register as a resident as required by the Department of Labor. The

department may permit registration through a local hiring hall.

(b) The Department of Labor shall certify a person as eligible 

for a hiring preference under this chapter if the person registers 

under (a) of this section, is a resident, and

(1) is receiving unemployment benefits under AS 23.20 or
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would be eligible to receive benefits but has exhausted them;

(2) is not employed and has registered to find work with , 

public or private employment agenc> or a local hiring hall;

(3) is underemployed or marginally employed as determine: 

under regulations adopted by the department; or

(4) has completed a job-training program approved by th( 

department.

Sec. 36.10.150. DETERMINATION OF UNDEREMPLOYED AREA. (a) 

During the three fiscal years following a calendar year in which the 

commissioner of labor determines that an economic region of the state 

is an underemployed area or that the state as a whole is an underem­

ployed area, residents of the area who are eligible under AS 36.10.14C 

shall be given preference for work on each project under AS 36.10.18C 

that is wholly or partially sited within the area.

(b) The commissioner shall determine that an economic region of 

the state or the state as a whole is an underemployed area if the 

commissioner finds that

(1) the rate of lemployment within the area is higher than 

the national rate of unemployment;

(2) a substantial number of residents in the area desire 

work in occupations that would be employed on a public works project;

(3) the hiring preference under (a) of this section will 

alleviate the social ills caused by lack of employment opportunities 

in the area; and

(4) employment of workers who are not residents of the area 

is a peculiar source of the unemployment of residents of the area.

Sec. 36.10.160. PREFERENCE FOR RESIDENTS OF ECONOMICALLY DIS­

TRESSED AREAS. (a) During the three fiscal years following a calen­

dar year in which the commissioner determines that an economic region



of the state is an economically distressed area, residents of the ares 

who are eligible under AS 36.10.140 shall be given preference for at 

least 50 percent of employment on each project under AS 36.10.180 that 

is wholly or partially sited within the economically distressed area. 

The preference applies to worker hours on a craft-by-craft basis.

(b) The commissioner shall determine that an area is an econom­

ically distressed area if the commissioner finds that

(1) the average annual family income of residents of the 

area is below the adjusted poverty guidelines of the federal Depart­

ment of Health and Human Services or that the unemployment rate in the 

area exceeds the national rate of unemployment by at least five per­

centage points;

(2) the hiring preference under (a) of this section will 

alleviate the social ills caused by lack of employment opportunities 

in the area; and

(3) employment of workers who are not residents of the area 

is a contributing cause of unemployment of residents of the area.

Sec. 36.10.170. PREFERENCE FOR ECONOMICALLY DISADVANTAGED MINOR­

ITY RESIDENTS. (a) During the three fiscal years following a calen­

dar year in which the commissioner determines that the minority resi­

dents of an economic region are economically disadvantaged, ttjnority 

residents of the area who are eligible under AS 36.10.140 shall be 

given preference for at least 25 percent of employment on each project 

under AS 36.10.180 that is wholly or partially sited within the census 

area or census subarea. The preference applies to worker hours on a 

craft-by-craft basis.

(b) The commissioner shall determine tint min >rity residents of 

a census area are economically disadvantaged if the commissioner finds 

that
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(1) the minority population of the census area exceeds the 

average minority population for the state;

(2) the percent of unemployment of minority residents of

the area is at least two tin..s the percent of unemployment of non­

minority residents of the area;

(3) the hiring preference under (a) of this section will

alleviate the social ills caused by the economic disadvantage of

minority residents cf the area; and

(A) employment of workers w h o  are not residents of the area 

is a contributing cause of unemployment of minority residents of the 

area.

(c) In this section, a person is considered a member of a minor- 

icy if the person is a member of a racial or ethnic minority group 

recognized by the federal Bureau of the Census.

Sec. 36.10.180. PROJECTS SUBJECT TO PREFERENCE. (a) The pref­

erences established in AS 36.10.1,0 - 36.10.170 apply to

(1) the performance of contracts let by a municipality for

construction, repair, preliminary surveys, engineering studies, con­

sulting, maintenance work, or any other retention of services neces­

sary to complete a given project; and

(2) a construction project that is partly or wholly funded

by state money and to which the state or an agency of the state, a

department, office, agency, state board, commission, regional school 

board with respect to an educational facility under AS 14.11.020, 

public corporation, or other organizational unit of or created under 

the executive, legislative or judicial branch of state government, 

including the University of Alaska and the Alaska Railroad Corpo­

ration, is a signatory to the construction contract;

(3) work performed on a public works project under a grant 

SSHB 466 -6-



(A) work performed on a public works project under a gran 

to a n a m e d  recipient under AS 37.05.3 1 6 ; and

(5) work performed on a public works project under a gran 

to an unincorporated community under AS 37.05.31 7.

(b) If the governor has declared an area to be an area inpacte< 

by an economic disaster under AS 44.33.285, then the preference fo: 

residents of the area established under AS 44.33.285 - 44.33.311

supercedes the preference under AS 36 . 10.150 and 36.10.160 for con­

tracts awarded by the state.

Sec. 36.10.900. EFFECT OF JUDICIAL DECISIONS. If a provision o; 

this chapter, or the application of a provision to a person or circum­

stance, is held invalid, the remainder of this chapter and the appli­

cation to other persons or circumstances shall not be affected by the 

holding. The remainder shall be enforced to the greatest extent 

constitutionally p rmissible under the constitutions of the Unitec 

States and the State of Alaska.

Sec. 6. AS 36.95.010 is amended by adding a new paragraph to read:

(9) "craft" means a recognized construction trade.

Sec. 7. AS 37.05.315 is amended by adding a new subsection to read:

(e) The Department of Labor may require a municipality awarded e

grant u n d e r  (a) of this section to comply with the hiring preference' 

under Ai> 36.10.150 - 36. 10.170 for employment generated by the grant. 

Sec. 8. AS 37.05.3 16 is amended by adding a new subsection to read:

(b) The Department of Labor may require a grant recipient under 

(a) of this section to comply with the hiring preferences under 

AS 36.10 . 150 - 36. 10.170 in employment generated by the grant.

Sec. 9. AS 37.05.317 is amended by adding a new subsection to read:

(b) The Department of Labor may require the qualified

to a municipality under AS 37.05.315;
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1 incorporated entity awarded a grant or agents or contractors with whoi 

the Department of Community and Regional Affairs contracts under (a] 

of this section to comply with the requirements of AS 36.10.150 -

56.10.170 for employment generated by the grant.

*  Sec. 10. The provisions of this Act do not apply to a contract en­

tered into before the effective date of this Act.

* Sec. 11. AS 36.10.010 is repealed.

* Sec. 12. Section A of this Act takes effect on the date of the final

judgment of a court of competent jurisdiction that any provision of this 

Act is unconstitutional, or if that decision is accepted for review by ar. 

appellate court, on the date of a final decision of the highest appellate 

court reviewing that decision that any provision of this Act is unconstitu­

tional .

* Sec. 13. Sections 1 - 3 and 5 - 11 of this Act take effect 

February 16, 1986, or immediately, in accordance with AS 01.10.070(c),

whichever is later, if the final decision of the Alaska Supreme Court in

Robison v. Francis, File No. S-A93, Opinion No. 3011, January 17, 1986, is 

not submitted for review to the Unites States Supreme Court. If the de­

cision is submitted for review but the United State Supreme Court declines

to accept review, then this Act takes effect on the date of the order of

the United States Supreme Court declining to accept review. If the United 

States Supreme Court accepts review, then this Act takes effect on the dace

of a final decision of the United States Supreme Court affirming the de­

cision of the Alaska Supreme Court.

SSHB A66 -8-



SOHIO ALASKA PETROLEUM COMPANY 

CONTRACTING ACTIVITIES

CONTRACT COMMITMENTS

1984-1985
($MM)

Alaskan Outside
Contractors * Contractors Total

Drilling 235 (99%) 3 ( 1%) 238

Production/Operations 167 (99%) 2 ( 1%) 169

Construction 330 (80%) 83 (20%) 413

Engineering/Administrative 17 (11%) 132 (89%) 149

TOTAL 749 (77*) 220 (23%) 969

* Alaskan Contractors are defined as those contractors operat­
ing in Alaska who have established significant assets/ 
resources and continue to re-invest earnings in the State.

ALASKAN CONTRACTOR/RESIDENT HIRE INFORMATION 

DRILLING

All rig contracts awarded over the last three years have 
been committed to contractors with long established Alaskan 
operations. Four drilling rig contracts to meet Prudhoe Bay 
Unit requirements for the next two years are currently 
active on the North Slope. Contractors report rig crews 
comprising over 90% Alaskan residents. The two major rig 
contracts for the Endicott Field have commitments from the 
Contractors to utilize 100% Alaskan resident crews. Overall 
these six rig contracts represented future expenditures in 
excess of $200MM. In addition, Sohio is presently solicit­
ing bids from Alaskan firms for a workover rig. All bidders 
have been advised that Alaskan hire plans will be a signifi­
cant factor in the evaluation of the proposals.

Well Service Contracts (wirelining, cementing. logging, 
etc.) totaled over $100MM during 1984-1985. With the 
exception of cementing services, all contractors report over 
95% Alaskan resident hire. An implementation plan has been 
developed to improve the resident hire performance of our 
cementing contractors.



PRODUCTION/OPERATIONS

Statistics noted above demonstrate that Production/Opera­
tions oriented services (labor, maintenance, catering, 
security, etc.) have been awarded to asset-based Alaskan 
firms, many in conjunction with joint ventures among Alaskan 
Native corporation at Sohio's urging.

Future requirements over the next two years will be handled 
utilizing several multi-year contracts. Current bid exer­
cises strongly encourage the use of Alaskan resident hire 
(See Attachment A) and bidders are advised that it will be a 
significant factor in the evaluation of their proposals. 
Additionally, local hire clauses are being in ded in the 
actual Contract (See Attachment B) and coi ^actors are 
required to periodically report results.

CONSTRUCTION

Essentially all construction contracts awarded to date for 
Prudhoe Bay Unit work employed union contractors in con­
junction with the Prudhoe Bay Project Labor Agreements. 
Hiring practices among all contractors have been as required 
by union call-out practices.

For 1986-1987, Sohio has committed to award 700,000 manhours 
of Prudhoe Bay construction to two union contractors in 
conjunction with the sale of Sohio Construction Company. 
Both contractors have strong Native corporation associations 
through joint ventures or partnerships.

The balance of the projected Prudhoe Bay manhours (beyond 
700.000) will be bid on a merit-shop basis with provisions 
in the Bidding Documents to encourage Alaskan-hire policies 
among contractors. Contractors will be required to report 
results on a regular basis.

On Endicott, all contracts continue to be bid on a merit 
shop basis. To date. Contractors report that 87% of all 
employees are Alaskan residents. Additionally, work bid and 
awarded in conjunction with North Slope module installation 
and pipelines will contain similar clauses to those shown on 
Attachments A and B regarding local hire.

ENGINEERING/ADMINISTRATIVE SERVICES

Engineering services in the past have been performed pre­
dominately in the Lower 48 based on the availability of 
resources and economics. In the future Sohio intends to 
perform mere local engineering.



ATTACHMENT A Invitation to Bid No. 85-63-DS 
Instructions to Bidder 
Page 3 of 3

3. Bidding Conditions

In addition to examination of the Bid Documents, each prospec­
tive bidder shall make whatever other arrangements are necessary 
to become fully informed regarding all existing and expected 
conditions and matters which might in any way affect the cost or 
the performance of the work. Any fa '..re to fully investigate 
such conditions and matters shall not relieve the bidder from 
responsibility for estimating properly the difficulty or cost of 
successfully performing the work.

4. Bid^or’s Modification and Withdrawal of Bids

A bidder may, by written request without prejudice to itself, 
modify or withdraw its Bid provided that the request is received 
by Sohio prior to the Bid uue Date at the address to which bids 
were to be submitted. Provided further, that in case of a 
telegraph requc?st, a written confirmation thereof over the 
authorized signature of the bidder be received by Sohio at the 
address to which original bids were to be submitted within three
(3) calendar days after the Bid Due Date. Following withdrawal 
of its Bid. the bidder may submit a new Bid, providing it is 
resubmitted prior to the Bid Due Date.

5. Award of Contract

The successful bidder will be notified of the award of the work 
in writing and will be expected to properly and promptly execute 
a contract, the form of which will incorporate the forma, as 
attached hereto as Sample Contract. The execution of the 
contract by the awardee shall take place not later than ten (10) 
days after receipt of said contract, but in any event prior to 
the commencement of the work. Additionally, the Contractor will 
be required to submit the certificates of insurance at the time 
the contract is executed. Failure of the Contractor to execute 
the contract ard submit the above insurance certificates will 
cause Sohio to .uffer damage, the amount of which is difficult, 
if not imposrible. to ascertain, and Sohio shall therefore be 
entitled to declare a material breach of the contract by such 
Contractor, and to award the contract to another bidder in 
accordance with the provisions of the contract documents.

6. North Slope Labor Utilization

Sohio Alaska Petroleum Company is committed to the use of local 
residents of the North Slope whenever possible. Therefore, the 
contractor shall prepare and submit a detailed narrative des­
cribing how Alaskan and, more specifically. North Slope resident 
labor would be recruited and employed. Your response to this 
clause is considered important and as such will be a factor in 
the evaluation of your proposal.



ATTACHMENT B EXCERPT FROM STANDARD CONTRACT

Direct Wage

Contractor 6hall not change the direct wage paid to its 
employees provided hereunder, nor the billable rates, 
without prior written consent of Operator's Adminis­
trative Representative via Amendment to this Agreement.

Local Hire

Sohio Alaska Petroleum Company is committed to the use of 
local residents of Alaska, and more specifically the 
North Slope, whenever possible. Therefore, Contractor 
shall make every reasonable effort to recruit and employ 
North Slope resident labor under this Agreement. If 
North Slope residents are not available. Contractor will 
nevertheless make every effort to provide employees who 
are Alaskan residents. Contractor will be required to 
report, on a periodic basis, the results of these efforts.

II. COMPENSATION

As total consideration for all work performed and for services 
rendered hereunder. Contractor agrees to invoice Operator and 
Operator agrees to pay Contractor in accordance with the 
following:

1. Payment Schedule

All work performed and/or services rendered hereunder 
shall be in accordance with the Rate Schedule set forth 
in Attachment 6 hereto.

NO PAYMENT SHALL BE MADE FOR ANY SERVICES RENDERED WHERE 
SAID SERVICES ARE NOT SPECIF CAL.LY INCLUDED IN ATTACHMENT 
6 .

2. Limitation of Cost

Nothing in this Agreement shall obligate Contractor to 
take any action which will cause the amount for which 
Operator will be obligated hereunder to exceed the sura of
$_____ ' and Operator shall not be obligated to pay
Contractor on account of any services furnished hereunder 
any amount in excess of such sum provided, however, that 
this sura may be increased by Operator solely at its 
discretion by amending this Agreement. Contractor 6hall 
advise Operator in writing when costs incurred under this 
Agreement are equal to 75% of the aforementioned sum.

- 6 -



D a v i d  A r t h u r  D o n l e y
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M E M O R A N D U M

To: Rep. H.A. "Red" Boucher, Chair
House Special Committee on Telecommunications

From: Dave Donley, Legislative Aide
and Attorney at Law

Date: January 20, 1986

Subject: Alaskan Resident Employment Preference Legislation:
HB 466

During the 1985 Legislative Session, efforts for a constitutional 
Alaska Hire law were limited by the pending challenge to AS 
36.10.010 (the 1983 Alaska Hire law). Last year's HB 294 adopted 
basic findings of fact to strengthen the constitutional basis of 
that existing residence preference or any future law.

Now that the Alaska Supreme Court, in the Francis v. Robison case, 
has found AS 36.10.010 unconstitutional, passage of a new 
substantive law is appropriate.

HB 466 is designed to replace our recently struck down Alaska Hire 
law (AS 36.10.010), which provided a preference to Alaska residents 
on 95% of the jobs on public works projects.

The bill incorporates guidance provided by the Alaska Supreme Court 
in the Francis v. Robison case and by other judicial decisions 
since the old law was passed. It relies heavily on the criteria 
adopted by the U.S. Supreme Court in the Camden case and Wyoming 
Supreme Court in its 1985 Antonich decision (upholding Wyoming's 
local hire law).

The key to the constitutionality of any resident preference 
legislation is the availability of proof that such a preference is 
reasonable. HB 466, unlike any previous legislation. makes the 
resident preferences provided contingent on the presence of factual 
circumstances constitutionally adequate to justify such 
preferences. This legislation for the first time bases resident 
employment preferences on factually established causes and needs. 
The crucial thresho1^ fact that must be found is that the 
unemployment among residents, displaced by non-residents, has



resulted in one or more economic and/or social ills that the 
proposed legislation seeks to address.

Hb 466 adds additional findings of fact to those of 1985's HB 294, 
and together with the new Department cf Labor study they hopefully 
provide the necessary constitutional factual foundation. HB 466 
makes clear that the intent of the legislature is to adopt the 
strongest law constitutionally possible, and says that the courts 
should not reject the whole law if only one part of it is found 
unconstitutional.

This legislation is drafted in such a way that most of its sections 
stand on their own and may be deleted, if found not to be 
necessary, without requiring changes in other sections.

The bill includes three types of employment preferences for 
residents, which for the first time provide alternative 
constitutional justifications for local hire. First, a statewide 
employment preference for residents is placed in effect when 
Alaska's unemployment rates exceeds the national average, and other 
justifying factors exist.

Secondly, regional employment preferences for local residents may 
also be involved in areas of Alaska suffering from economic 
distress. Thirdly, the bill also includes protections for Alaskans 
living in areas suffering from economic discrimination because of 
cultural and ethnic factors. These regional preferences will place 
qualified, economically needy members of a community, in which a 
public project takes place, first in line for at least a portion of 
those jobs.

The preferences would work as follows: if a contractor on a
project subject to any of the three preferences cannot locate 
qualified eligible Alaskan, he must consult a list of qualified
residents approved by the Department of Labor and hire all 
qualified Alaskans on that list before hiring any non-residents. 
The Commissioner of Labor may place the three preferences into
effect jointly or individually depending on the relevent facts. If
two or ail three of the preferences were in effect at the same
time, a single employee could satisfy more than one of the
preference quotas (i.e.: a qualified unemployed Alaskan Native who
is a local resident.

These three preferences are contingent on the Commissioner of Labor 
finding, among other things, that employment of non-resident
workers is a contributing cause of resident unemployment. If 
properly based in fact, this finding, together with other
appropriate facts, should be sufficient to sustain a constitutional 
challenge based on the Privileges and Immunities clause of the U.S. 
Constitution (Article XIV, Section 1) . That clause prohibits a 
state from enforcing any law that abridges the privileges or 
immunities of citizens of the United States, including the right to 
travel.



Preferences for residents over non-residents are constitutional 
only if 1) there is a substantial reason for the discrimination, 2) 
the degree of discrimination bears a close relation to the reasons, 
and 3) non-residents can be shown "to constitute a peculiar source 
of the evil at which the statute is arrived," (United Building and 
Construction Trades Council v. Camden. 104 Supreme Court 1020, 79 
L. Ed 2d, 52 LW 4187 at 4191, 1984). If the Commissioner of Labor 
bases his findings on factual information sufficient to meet this 
test, the preferences should withstand a constitutional challenge.

The employment preference for disadvantaged minority residents is 
the most difficult to constitutionally defend. In addition to 
challenges on Privileges and Immunities clause grounds, it may also 
be subject to Equal Protection Clause challenges. Its 
constitutionality will depend on the reasonableness of criteria 
used to establish the target group and whether the remedy is 
appropriately tailored to address the problem the state is seeking 
to solve.



ALASKA DEPARTMENT OF LABOR STATISTICS

Labor Force
198/? 1983

211.000 230,000

Employment
1982 1983

190.000 206,000

Unemployment

1982 1983

21,000 24,000

WORKERS' COMPENSATION DIVISION (Jacque McClintock, Director

Number of reported claims

1982 1983

24,322 28,488

Contested claims scheduled for hearing before the board

1982 1983

848 863

Prehearings held to resolve issues
' 1982 1983

Not Available 746

Cases heard before the Workers1 Compensation Board

1982 1983

498 536

Employees Statewide

1982 1983

240.000

1984

215.000

1984

25,000

#465-2790)

1984

30,171

1984

855

1984

1,297

1984

389

1984

1984

Full-Time
Part-Time

41
3

43
1

46
1



Department of Labor Statistics - 2 - January 8, 1985

LABOR STANDARDS AND SAFETY DIVISION (Bob Bacolas, Director i 465-487(

1982 1983 1984

OSH Safety Inspections 683 667 843
OSH Industrial Hygienist 77 131 168
Voluntary Inspections 247 328 300
Elevator Inspections 286 288 379
Electrical Inspections 1,753 685 1,862
Plumbing Inspections 1,827 726 873
Pressure Vessel Inspections 3,711 4,354 4,609
Wage Claims Title 23 1,011 905 1,175
Payrolls Audited Title 36 15,575 29,381 27,363
Enforcement Action Title 36 263 490 804
OSH BRU employees 32 32 34
Mechanical employees 19 19 21
Wage & Hour employees 19 19 25
UI Investigations employees 11 10 10
Total LS&S Employees 81 80 90

EMPLOYMENT SECURITY DIVISION (Jack Shay, Director r465-2712)

Total Job Referrals (Statewide)
1982 1983 1984

87,416 105,553 116,413

Openings Received

1982 1983 1984

42,593 51,197 58,019

Openings Filled

1982 1983 1984

33,357 39,010 42,779

Unemployment Claims

1982 1983 1984

21,000 24,000 25,000

ESD Employees Statewide

} 982 1983 1984

Full-Time Not Not
Part-Time Available Available

419.66
5



George Danner, III / Peter Templeton 
7502 Glacier Highway 
Juneau, AK 99801 

'907)789-3435 or 789-1398

January 29, 1986

Honorable Alaska State Senators 
Honorable Alaska State Representatives 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Members of the Alaska State Legislature:

The State of Alaska seems to have a conflict between the Governor's intent 
to keep Alaskans working and his administration's day-to-day policy. The 
Alaska Marine Highway System is an excellent example.

The Alaskan ferry workers are very concerned about their loss of 
opportunities in both work jurisdiction and career advancement.
Currently, Alaskans are being Laid off and held back from promotion in 
favor of out-of-state workers. Historically, the engineering crews have 
performed a large portion of the annual overhaul work of the Alaska 
vessels. Now, these crews are being laid off and out-of-state sub­
contractors are being hired to perform the same jobs. This is happening 
at an inflated expense to the state in both unemployment claims and higher 
labor costs.

We are presently compiling the necessary information to substantiate our 
claims of excessive expenditures for overhaul by out-of-state firms.

The problem of discrimination in the advancement of licensed engineers has 
turned into a rather complex issue. In order to familiarize you, one must 
go back to the Marine Engineer's Beneficial Association (M.E.B.A) state 
contract of 1982-85. In it was a clause (3:02) which clearly stated that 
engine room employees who earned a U.S.C.G. engineer's license and had 
three years' experience aboard the state's vessels would be granted 
preferential hire as engineers.

We feel that we have been discriminated against by the state ignoring 
their responsibility for enforcement of this clause. They based their 
inability to enforce that contract because of M.E.B.A.'s insistence that 
the registration "books" were "closed." This closed shop policy was 
neither questioned by DOT officials nor did they seek an opinion from the 
Attorney General's Office.



Members of the Alaska Fourteenth Legislature 
January 29, 19S6 
Page 2

We feel that with this inaction, the state gave away their right to 
control hiring of engineers aboard the Alaska Marine Highway System 
(AMHS). This effectively discontinued the traditional in-house 
advancement of Alaskans as engineers. Also while under the 82-85 
contract, approximately 250 opportunities for work were dispatched to 
people from out-of-state. We were available and qualified for the above 
positions but we were denied them due to nonenforcement of that existing 
contract.

The money that went out of state for the transportation, benefits and 
wages of these people is considerable!

During October 1984, M.E.B.A. "opened" their "books" for one-half hour to 
admit students from their school. By November and December, five of these 
new members were being flown to Alaska at state expense to work as 
engineers aboard the state ferries.

We expressed our feelings on this matter of being denied advancement many 
times with DOT officials and their personnel officers. We were assured by 
them that the M.E.B.A./state contract would be amended ir 1985 to 
"correct" these problems.

This "new" contract was signed on November 15, 1985. The wording to 
protect our upward mobility has been changed dramatically! Although it 
allows for an Alaska hiring hall, it still favors national M.E.B.A. (out- 
of-state) members by requiring greater qualifying criteria for new 
(Alaska) M.E.B.A members for AMHS dispatch. This and other discriminatory 
criteria for us has led to our filing an unfair labor practice complaint 
(No. U.L.P.C. 85-5) in July 1985 with the State Labor Relations Agency 
(SLRA).

After our filing, the state drew up a lett ;r of agreement with M.E.B.A. 
concerning hiring procedures. In it is Item No. 4 which allows the state 
to tender the defense of any proceeding challenging the legality of 
M.E.B.A.'s membership, hiring hall, or facility requiremerts. The state 
tendered the defense of all our claims Eo M.E.B.A. on the same day they 
signed the main contract (November 15, 1985).

We have included documents for your review. We regret this information is 
not totally complete, but the respondents (State DOT/PF and M.E.B.A.) have 
refused to provide the requested data to the S.L.R.A. At any rate, we 
think you can see what steps we've taken to resolve this issue.

Our hearing is presently scheduled for January 12th and 13th in Juneau at 
the Alaska State Office Building.



Members of the Alaska Fourteenth Legislature 

January 29, 1986 
Page 3

We sincerely thank you for taking your time to read this and we firm 
believe the material enclose^ will illustrate the seriousness of thi 

issue.

Respectfully,

George Dannei, III 
Peter Templeton



Bill No. House b i l l  no.  4bb , Date January 30, 1986

T itle "An Act relating to Alaskan resident employment Contact: 
preference; providing for an effective date".

Bob Landau 
465-2700 
Chuck Caldwell 
465-4500

House Bill 466 establishes three new types of resident employment preferences 
on public construction projects to replace the current resident employment 
preference in AS 36.10.010 which has been found unconstitutional by the Alaska 
Supreme Court.

As the state agency charged with the administration and enforcement of resi­
dent hire preferences, the Department of Labor strongly supports the creation 
of these new employment preferences. The Department believes that because the 
new resident hire preferences are much more narrowly focused than existing 
law, they stand a much better chance of being factually and legally supported 
in the event of a challenge. The preferences are specifically designed to 
benefit only those unemployed and disadvantaged Alaskans who are most in need 
of employment.

Under this bill, the Department of Labor would have substantial research and 
enforcement responsibilities. In order to provide the necessary factual 
foundation for the various resident hire preferences, the Department would 
have a continuing obligation to research and compile economic and statistical 
data on various aspects of employment and unemployment in Alaska. Because 
many of the findings contained in the present draft of the bill cannot be 
substantiated with current information, the Department's Research section will 
have to go well beyond the bounds of its recent study on nonresidents working 
in Alaska. This effort will require considerable resources, as will be 
explained by the Department's Chief of Research.

The Department offers the following additional comments concerning specific 
sections of the bill:

AS 36.10.r*05(d). This section should also mention the use of employee ques­
tionnaires to determine residency. This has been the primary method used by 
the Department under the current statute. The questionnaire covers a variety 
of residency indicators, such as location of family, voter registration, 
drivers license, vehicle registration, location of assets, and so forth.

AS 36.10.005(g). As will be explained by the Department's Chief of Research. 
Economic trends and projections themselves must be based on verifiable data in 
order to be reliable and defensible. Statistical information will have to be 
organized by industry groups, occupational classifications, geographic areas 
of the state, and other relevant classifications.

AS 36.10.130. The Department assumes that the annual resident hire report 
^  would cover not just the public construction sector but all industry groups, 

occupational classifications, and geographical areas in the state.

AS 36.10.140. The registration requirement would make enforcement of the 
resident hire preferences somewhat easier, by allowing the Department to make 
residency determinations at the time of registration rather than after the 
work has been performed. However, it is not clear whether the registration

P O S I T I O N  P A P E R / Department of Labor



House Bill 466 -2- January 30, 1986

requirement would be a continuing obligation for eligible persons or whether 
it would be triggered only by the Commissioner of Labor's determination that 
one or more of the resident employment preferences are in effect. It may be 
advisable to require registration only upon a determination by the 
Commissioner that one or more of the preferences are in effect. In addition, 
because the registration process is the logical opportunity for determining 
residency, it should be conducted exclusively by the Department of Labor or, 
alternatively, there should be a mechanism for requiring union hiring halls to 
send registration information to the Department for auditing and enforcement 
purposes. Furthermore, it may be advisable to explicitly state that, when one 
or more of th<? three preferences are in effect, employers on public construc­
tion projects may hire only registered residents up to the require i statutory 
percentage.

AS 36.10.150(a). The term "economic region of the state" should be defined in 
the definitions section of this chapter, AS 36.95.010.

AS 36.10.150(b)(1). The recent decision of the Alaska Supreme Court in
x  Robison v. Francis suggests that an unemployment rate trigger based on the 

national rate of unemployment may be constitutionally invalid. See slip 
opinion at pp. 20-21.
j

/ A S  36.10.150(b)(2). The term "substa.itial_unemployment" needs to be defined 
or clarified.

AS 36.10.150(b)(3). To justify a resident hire preference, the courts have 
insisted on a factual showing that norresidents are a "peculiar source of the 
evil" of unemployment (emphasis added;. Thus it may be advisable to substi­
tute the term "significant contributing cause" into this provision of the bill 
as well as in AS 36.10.160(b)(2) and AS 36.10.170(b)(3).

AS 36.10.160(a). It may be overbroad to provide that the resident employment 
preferences will be in effect for three fiscal years following the required 
determination by the Commissioner of Labor. A more defensible approach would 
be to have the preference remain in effect for only as long as the 
Commissioner determines that the economic conditions triggering the preference 
exist. This comment also applies to AS 36.10.150(a) and AS 36.10.170(a).



House Bill 466 -3- January 30, 1986

AS 36.10.170. Minority hire preferences and set-asides exist in many states 
and have been found to be constitutional by the U.S. Supreme Court in 
Fullilove v. Klutznick, 448 U.S. 448(1980). To be legally defensible, 
however, courts have required factually supported findings establishing past, 

'^discjiimination against minorities in the area in question, and that" such 
preferences extend no further than necessary. Accordingly, the findings which 
would trigger a minority resident preference should include a determination of 
past discrimination.

AS 36.10.170(b)(1). It is not clear how this finding is relevant to estab­
lishing high unemployment for minorities or past discrimination against 
minorities. In addition, the term "minor’ty resident" should be defined.

AS 36.10.180(a). As drafted, this section would not appear to apply to State 
grants to non-profit corporations or unincorporated communities for public 
works purposes.

A fiscal note is attached.

APPROVED:

ZyuJim &obison>'Lommissioner 
0 Department of Labor



1 STATE OF \LASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

R E Q U E S T

Bill/Resolution N o . : HB 466

Sponsor: B o u ch e r ,  Sz 
Requestor: L a b o r  0 LO:

ianski, etc.
erce

Date of Request: 1 / <^0/86~

Revision Date :
F I S C A L  D E T A IL

Til!e :"An Act relating to Alaskan______
resident employment preference..."

Agency Affected: ___ La h Q f -
R R t i -  Administrative Services

Components: Special Services

E X P E N D IT U R E S / R E V E N U E S (T h o u sa n d s  of D o l la r s )

O PER AT ING F Y  86 F Y  87 F Y  88 F Y  89 F Y  90 F Y  91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
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 ■ N oi* F I S C A L  n o t : :  A. A .
For  13in: 'Resolution No. 455____

This legislation requires an annual resident hire report and other econom­
ic information for tnis department to make the determinations required by
various sections of this bill. The assumptions are as follows:

1. An annual resident hire report would be completed by January 31 each 
year beginning in 1987.

2. On-yoir.g collection of occupational titles from employers, and
subsequent computer matching to determine residency status.

3. Occupational information would be a primary feature of the annual
report beginning in 1988, permitting more specific identification of 
the effect of nonresident employment on resident unemployment in 
Alaska. The provision of occupational titles assumes the department
will continue to receive funding at the FY 86 level to provide core
occupational information programs.

4. The collection of occupational titles from firms will be phased in 
over a three year period. Industries identified as having the 
highest dollar payments to nonresidents in 1984 would be targeted 
first:

First Year-construction, oil and gas mining, and food processing;

Second Year-all - first year industries plus business services, local 
government, miscellaneous services, eating and drinking places, air 
transportation, and state government; and

Third Year-all industries.

5. In addition to the occupational information, reporting of the resi­
dency status by industry and area would be necessary.

6. Section 36.10.170 (b)(3) would require special extraction of ZIP 
codes for all applicants of the PeVinanent Fund Dividend. We assume 
that the Department of Labor will be able to obtain that information 
from the Department of Revenue for further computer matching and 
conversion to census areas.

7. The department will be unable to obtain access to voter registration 
files.

8. No survey will be conducted to obtain information on a broader 
definition of unemployment by census area because the costs would be 
extremely high. This would mean no substantiation of 3b.10.005 (f).

9. Substate average family income (36.10.160 (b)(1)) is not available 
except from each decennial census. No attempt to prepare these 
estimates has been included into this fiscal note.

10. All minority demographic and economic information, except that 
required from contractors on state funded construction projects, will 
be derived from the decennial census. No costs are included for this 
in the fiscal note.

pace _Z



Pi. .itiim Tide
Labor Economist II

No. ol j'usilions J ‘iajigi^.Slep C o y . Disiij ;i

1 line Status
PFT

Sl.lll MulllflS
1 2 .0

R 1* Number
Juneau

Election District ...

_l vpc o i  I .vpcnd i lme

n«*uri its
Prem ium  IVy

(Jilu r
! .'I ll Personal .Service;

2
33,6bO

T r a w l
Cc>ntraclti;il

Commodities

Equ ipm en t
TJIFlei

Total Cost

l:or HAM Use Only

Key Number

Amount

w
T7MT
b4,039

Receipt Code Funding Source

Federal Receipt'! 1002
fi. F. Match 1001
Cene.al Funds 1 not B4,039
l-A Receipts 1005

I'ri'ijram Receipts 1028

C II ’ Receipts 1061

Other

Justification
This position will have primary responsibility for 
the analysis of data and preparation of the annual 
resident uire report. Specifically the duties would 
include:

1. Coordinate the collection and monitor the 
validity of relevant resident hire related 
statistics from other agencies including the 
Department of Revenue and the Division of Labor 

Standards and Safety.
2. Coordinate the updating and crossmatching of 
resident hire related data files on the main­
frame computer with the analyst programmer.
3. Analyze microcomputer resident hire data base: 
to generate resident hire related tables and 
reports. The reports will include data re­
lating to occupational displacement of nonre­
sidents by census area and other related economi 
statistics associated with issue of resident 

hire.
4. Supervise the Statistical Clerk that will pre 
pare the basic resident hire data tables for the 

report.
5. Prepare the annual resident hire report.

Contractual services costs include phone, training, 
equipment lease and maintenance, and other miscell­

aneous items.

Request. For 
New Position

Agency

URU

C o i i i |x > n c n t

Labor

Administrative Services

Special Services
of

Revised Dale

F Y  87



position lin e  Statistical Clerk No. u) Positions jK ^ ;e / S ic p
t o l,m'

f JtIV M ivifi

1 line Status .Stall Months RP Number Location Flection District Log.
PFT 12.0 Juneau

I vpc o l l: \pct id itnrc
1

JiiLax- 2 3 ,5 8 0  X 2 .

U r n r l i l S

I’rcinimn Pay
"TTTiirr

Tola] Persona] Services

-4Z-.16Q-
1 6 ,9 1 6

Travel

A I I i  lUlll

3

6 4 ,0 7 6  _

Contractual 1 6 ,0 0 0

Coiiiinoiiiiics 8 0 0
fcquipmcnl 2 ,8 0 0
Oilier

Total Cost 8 3 ,6 7 6

Receipt Code Funding Source

IVderai Receipts 1(10?

0 . F Mati’li 1 00.5

(lencral Funds 100-1 8 3 , 6 7 6

l-A Receipts 1005

Program Receipts 10211

C IP  Receipts 1061

Other

■or I L U I  Use Only

Key Number

Justification

One position will suppcr't a labor economist to prepart 
an annual report on the effect of nonresident employ­
ment on Alaskans. Secondarily this position would 
assist on the quality control of occupational titles 
which would be s u b m i t s  by employers each quarter. 
Specifically the duties would be:

1. Update tables of economic information by 
resident status.

2. Load information into spreadsheets to show oc 
cupational displacement of residents by non­
residents .

3. Assist in the quality control of the oc­
cupational displacement of residents by 
nonresident workers.

The oLher position will work on the quality control c 
occupational titles which would be submitted by 
employers each quarter. Specifically the duties 
would be:

1. Review detailed edit listings.'
2. Update edit data files.
3. Call employers for clarification when ne­
cessary.
4. Correct occupational titles.
5. Prepare computer summaries of results.

Contractual costs for these positions include 
phone, training, equipment lease and maintenance and 
other miscellaneous items.

Request For 
New  Position

Agency
muj

Labor

Administrative Services

Component  Special—Ser-V-tces-
Page of
Revised Date
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To: Mike Navarre
Fr: SKB
Dt: 1/18/86
Res HB 466 local hire sectional analysis

Sec. l=Purpose. loyalty to residents, reduce resident uneployment, 
assist economically and socially disadvantaged residents. If any part 
fails constitutional muster, Mdier parts stand, (saving clause)

Sec. 2=Amends AS36.10.005 by adding:
(c) Adequate but not exclusive indicators of ratio between resident 
and nonresident (R&NR) employees on public works projects are:
(1) Ratio between eligible permanent fund employees and noneligible or 
norapplicants.
(2) Ratio between Alaskan registered voters and Out ot state registered 
voters, (note this does not include the large numbers of employees who 
are not registered in any state.)
(d) commissioner may take job site surveys.
(e* reasonable indicators of the ratio of R to NR employees in state 
are:
(1) Unemployment insurance (UI) applicants with out of state adaresses 
to those with Alaska addresses
(2)UI applicants eligible for permanent fund to those who aren’t 
eligible or did not apply.
(f)(1) R unenployment is higher than national average.
(2) rural areas have higher unemployment rates which are not reflected 
in the national statistics than urban areas (probably because of the
. ',asonal employment characteristics of rural areas)
(3) rural residents efo not look for jooc as ferquently as required to 
fit national standards because of the continuing lack of employment 
opportunities.
(g) Since it is hard to get info on unemployment in Alaska, it is 
reasonable for the commissioner of labor to rely on information and 
projections to indicate trends and try to remedy unenployment based on 
these trends.

Sec. 3= AS36.10 is amended by adding:
36.10.130Resident hire report, wherein the AG and Conm1"' of Labor are 
required to submit yearly reports on the status of unenployment in 
Alaska and methods to increase residert hire. Reports must be submitted 
at least 30 days before legislative session begins.
36.10.140 Registration required, wherein to be elibible for preference 
one must register with the DOL ox local hiring hall.
36.10.150 Determination of underemployed arsy wherein if the Ccmm’r 
determines an area is underemployed, any public works project shall 
require 95% of its employees be Residents. The whole state can be held 
an. underemployed arert. The determination is effective for 3 fiscal



years, The public works project can be wholly or partially situated 
within the area. The determination is made in worker hours on a 
craf* .-by-craft basis, (so what affects plumbers may not affect 
carpenters)
(b) What is an underemployed area: The Conm'r must find that:
(1) The rate of unenployment is higher than the national average. (What 
about the seasonal employment factor?)
(2) there is substantial unemployment in the area among the people who 
would be working on a public wcrks project AND
(3) employed NRs are contributing to the unemployment of Rs in the area.

SEc. 36.10.160 Preference for Rs in an Economically Distressed area.
(a) For the 3 fiscal years following a finding by the Crmm'r that an
area is econ. dist., at least 50% of employment under 36.10.180 projects
sited wholly or partially within the affected area will be of area Rs. 
Determination made be worker hours on craft-by-craft basis.
(b) What is an economically distressed area:
(1) average annual family income of area Rs is below fed. poverty level, 
or unemployment rate in area exceed national average by at least 5% And
(2) Employed NR. are contributing to unemployment of area Rs. (Problem
with this is that statistics would not be reasonable when applied to
bush areas where most of the families are subsistence level, employment 
is seasonal)

Sec. 36.10.170 Preference for economically disadvantaged minority 
residents, wherein (a) for 3 fiscal years following the camm'r's 
determination that area minorities are disadvantaged, at least 25% of 
the employees hired on 36.10.180 projects shall be minority Rs. Again 
determined on worker hours and craft-by-craft basis.
(b) What is an econmically disadvantage Wnority:
(1) minority population of area e :eeds state average;
(2) minority Rs unenployment percentage is at least two times greater
than nonminority Rs. and
-(3) employed NRs are contributing to unemp. of minority Rs.
(problem with this whole concept is its relevance. I think it violates 
the equal protection rights of nonminority Rs by treating them 
differently than minority Rs. It's like a miniature of the first local 
hire law, held unconstitutional)
(c) for purposes of this section, minorities are those determined 
minority by the fed. census bureau.

Sec,, 36.10.180=Scope of preference (what jobs this law applies to)
(1) contracts let by a municipality for construction, repair, 
preliminajry surveys, engineering studies, consulting, maintenance work, 
or any other retention of services necessary to carpiete s given 
project; and
(2) a construction project involving state money in any way and to which 
the state or an agency of the state is a signatory.
(b) If governor declares an area affected by economic disaster under AS 
44.33.285, the preferences established in 44.33.285 - 44.33.310

percede those establised in 36.10.150 and .160 for contracts awarded 
by the state.



Sec. 36.10.900 Effect of Judicial decisions. Saves any constitutional 
part of this law if any part is found unconstitutional and allcws for 
the sound parts to be implemented as well as possible.
SEC 4 This act is not retroactively applicable 
SEC 5 Repeals 36.10.010
SEC 6 This act is effective when AS36.10.010 is found unconstitutional

Ad de nda : N ote how in
mu s t b e R. C ompa re w it
50 % o f emp loy ees must b
d is t re ssed s i tuat ion is
45 % fewe r Rs nee d be h

an U n d e r e m p l o y e d  area in 
3 6 . 1 0 . 1 6 0  E c o n o m i c a l l y  
R s . The d e f i n i t i o n s  f 

more sev e r e  than an and 
red in the d i s t r e s s e d  s

3 6 . 1 0 . 1 5 0  95% of emplo 
d i s t r e s s e d  area, w here 

or the two i n d i c a t e  that 
e r e m p l o y e d  s i t u a t i o n ,  ye 
i t u a t i o n .

The W y o m i n g  case m e n t i o n e d  that a s a v i n g  factor of the Wyo. 
s t a t u t e  was the fact that it r e q u i r e d  only that Q U A L I F I E D  r e s i d e n t s  be 
hired. This bill b r o a d l y  uses the term R e s i d e n t ,  w h ich s u b j e c t s  it to 
quest i o n ,  DO I N E E D  TO HIRE ANY R E S I D E N T  WHO IS F R O M  THE A R E A  B E F O R E  A 
R E S I D E N T  Q U A L I F I E D  A P P L I C A N T ?
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rinance — Sutcommittee Administration

Representative H. A. “Red” Boucher

DATE: January 17, 1986

TO: All Members, Alaska State House of Representatives

FROM: Rep. H.A. "Red" Boucher

SUBJECT: Supreme Court Decision on Resident Hire Law

This decision by the Alaska Supreme Court concerning our resident 
hire law has just been received in my office and I am distributing 
it for your information. It looks like we have our work cut out 
for us, but I see a ray of hope.



NOTICE: This opinion is subject to formal correction before
publication in the Pacific Reporter. Readers are requested 
to bring typographical or other formal errors to the atten­
tion of the Clerk of the Appellate Courts, 303 ft Street, An­
chorage, Alaska 99501, in order that corrections may be made 
prior to permanent publicatic .

THE SUPREME COURT OF THE STATE OF ALASKA

JAMES ROBISON, Commissioner of 
Labor; ROBERT BACOLAS, Director, 
Division of Labor Standards and 
Safety; DONALD WILSON, Deputy 
Director of the Division of Labor 
Standards and Safety; JAMES R. 
CARR, Supervisor of the Wage and 
Hour Administration; the 
DEPARTMENT OF LABOR OF THE STATE 
OF ALASKA, and the STATE OF 
ALASKA, and the INTERNATIONAL - 
ASSOCIATION OF BRIDGE, STRUCTURAL 
AND ORNAMENTAL IRONWORKERS,
LOCAL 751,

Appellants,

v.

JAMES N. FRANCIS,

Appellee.

In t e r n a t i o n a l  a s s o c i a t i o n  o f

BRIDGE, STRUCTURAL AND ORNAMENTAL 
IRONWORKERS, LOCAL 751,

Appellant,

v.

JAMES N. FRANCIS,

File No. S-493

O P I N I O N

[No, 3011 - January 17, 1986]

File No. S-510

Appellee.



JAMES N. FRANCIS,

Appellant,

v.

JAMES ROBISON, Commissioner of 
Labor; ROBERT BACOLAS, Director, 
Division of Labor Standards and 
Safety; DONALD WILSON, Deputy 
Director of the Division of Labor 
Standards and Safety; JAMES R. 
CARR, Supervisor of the Wage and 
Hour Administration; the 
DEPARTMENT OF LABOR OF THE STATE 
OF ALASKA, and the STATE OF 
ALASKA, ar-i the INTERNATIONAL 
ASSOCIATION OF BRIDGE, STRUCTURAL 
AND ORNAMENTAL IRONWORKERS,
LOCAL 751,

Appellees.

File No. S-532

Appeal from the Superior Court of the State 
of Alaska, Third Judicial District, Anchorage, 

Karl S. Johnstone, Judge.

Appearances: Jan Hart DeYoung, Assistant
Attorney General, Anchorage, and Norman C. 
Gorsuch, Attorney General, Juneau, for State 
of Alaska, Department of Labor, James 
Robison, Robert Bacolas, Donald Wilson, and 
James C. Carr. Allison E. Mendel, Jermain, 
Dunnagan & Owens, Anchorage, for Internation­
al Association of Bridge, Structural and 
Ornamental Ironworkers, Local 751. Ron 
Zobel, Anchorage, for James N. Francis.

Before: Rabinowitz, Chief Justice, Burke,
Matthews, Compton, and Moore, Justices.

MATTHEWS, Justice.
BURKE, Justice, concurring.



We hold in this case that Alaska's local hire law, AS

36.1 ■'.010,* which requires that work on public construction

1. AS 36.10.010 provides:

(a) In the performance of contracts let by 
a municipality for construction, repair, 
preliminary surveys, engineering studies, 
consulting, maintenance work or any other 
retention of services necessary to complete 
any given project, 95 percent residents shall 
be employed where they are available and 
qualified. If 10 or fewer persons are 
employed under the contract, then 90 percent 
residents shall be employed where they are 
available and qualified. In all cases of 
public works projects, preference shall be 
given to residents. In an area which has 
been designated as an area impacted by an 
economic disaster, residents of that area 
shall be given employment preference as 
provided in AS 44.33.290, followed by other 
residents of the state.

(b) When a construction project is partly 
or wholly funded by state money and the state 
or an agency of the state, a department, 
office, agency, state board, commission, 
regional school board with respect to an 
educational facility under AS 14.11.020, 
public corporation or other organizational 
unit of or created under the executive, 
legislative or judicial branch of state 
government, including the University of 
Alaska, is a signatory to the construction 
contract, the contract shall require that the 
worker hours on a craft-by-craft basis shall 
be performed at least 95 percent by bona fide 
state residents. If 10 or fewer persons are 
employed under the contract, then 90 percent 
residents shall be employed where they are 
available and qualified. In an area which 
has been designated as an area impacted by an 
economic disaster, residents of that area 
shall be given employment preference as

(Footnote Continued)

-3- ■i b  i. 1



projects be performed almost entirely by Alaska residents, vio­

lates the privileges and immunities clause of article IV, § 2 of 

the United States Constitution.

I. FACTUAL AND PROCEDURAL SETTING

James Francis, a Montana resident, was employed in 1983 

as an ironworker by Regan Steel & Supply, a sub-contractor on a 

North Pole High School project. When the Department of Labor 

discovered that Regan Steel had a work force of more than five 

percent non-residents on the project, it sent an enforcement no­

tice to the company. As a result, the company discharged Fran­

cis .

Francis sued the state and various state officials,2 

seekxng a declaration that the local hire law is unconstitutional 

under the privileges and immunities and the equal protection 

clauses of the United States Constitution and under the equal 

rights clause of the Alaska Constitution. In addition, iniunc- 

tive relief and damages under 42 U.S.C. § 1983 were sought.

Following a non-jury trial, the superior court entered 

a partial final judgment declaring that the statute violated the

(Footnote Continued)

provided in AS 44.33.290, followed by other 
residents of the state.

2. The International Association of Bridge, 
Structural and Ornamental Ironworkers, Local 751 intervened as a 
defendant.

- 4 -



privileges and immunities clause. In support of its decision,

the court filed detailed findings of fact, including th' 

ing:

Between April, 1980, and July, 1982, the pop­
ulation of Alaska has grown by nearly fifteen 
percent (15%).

The population of Alaska has increased in the 
recent past more rapidly than at any ocher 
time in its history, and the State is growing 
more rapidly than other states in tht union

Property values in Alaska have been increas­
ing over the last five years.

Alaska is not a depressed area as that term 
is used in the economics profession.

All sectors of the Alaska economy are expand­
ing and Alaska has experienced very rapid 
economic growth since 1980.

Employment in Alaska in 1983 was at record 
levels, and the rate of increase was the best 
since the days of the Alaska Pipeline in 
1974-1975.

In 1983, the construction industry was the 
strongest sector in the state's economy, and 
it has had the greatest impact on the Alaska 
economy since the Alaska Pipeline years.

The construction industry in Alaska was ex­
ceptionally strong in both the public and 
private sectors during 1983.

The major factor affecting the level of em­
ployment in Alaska in the construction indus­
try is climatic changes as a result of ex­
treme temperature differentials in the winter 
and summer months. Construction declines to 
substantially lower levels during the winter 
months, and increases, peaking out in August 
and September, during the latter summer 
months. During the peak periods of construc­
tion activity, the state experiences its low­
est rate of unemployment.

follow

-5-



The expenditure of state funds are a major 
factor affecting tne level of employment in 
Alaska generally, and the construction indus­
try in particular. The state expenditure for 
public works projects accounts for approxi­
mately sixty to seventy percent (60% to 70%) 
or more of the total annual construction dol­
lar outlay within the state.

Private investment has a lesser effect on the 
level of construction activity from year to 
year in the State of Alaska, and such effect, 
from time to time, is affected by interest 
rates.

Unemployment is substantially greater in the 
rural areas than in the urban areas. The 
unemployment rate in Anchoraoe is less than 
the national average, while in the rural ar­
eas, it is greater than the national average 
and greater than the average within the State 
of Alaska.

The construction activity is greater within 
the urban area than within the rural areas. 
Unemployment is less within the urban areas 
than within the rural areas.

Rural Alaskans lack the training that urban 
Alaskans have access to in construction work.

In-migration in the State of Alaska is a fac­
tor affecting unemployment in the construc­
tion industry in Alaska.

Reasonable inferences from the evidence sup­
port a finding that most cf the job seekers 
coming to Alaska intend to become residents 
upon their entry into the state, thus con­
tributing to the rapid population growth 
within the state.

-rr There is not sufficient evidence to support a 
finding that nonresident construction workers 
are a peculiar source of unemployment in the 
construction industry in Al<? ka any more than 
they would be in any other state. The only 
inference that can be draw from the record 
is that nonresident construv. iion workers come 
to Alaska to work during peak construction

-6-
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periods of time, during which there are more 
jobs available and less unemployment result­
ing.

Among the court's concluL ,ons of law were:

The right to obtain employment in any state 
is a fundamental right and is a privilege 

v. which shull be immune from any burden unless 
the State of Alaska can show a legitimate 
purpose for such burden. In this case, the 
State has failed to establish by a preponder­
ance of the evidence such a legitimate pur­
pose.

The defendants and intervenor have failed to 
prove by a preponderance of the evidence that 
nonresident construction workers constitute a 
peculiar source of unemployment in the State 
of Alaska.

Serious factors affecting unemployment within 
the State of Alaska are the extreme climatic 
conditions, the change in the legislative 
appropriation for public works construction 
projects, the extreme rapid growth of popula­
tion experienced by Alaska, and the wildly 
fluctuating interest rates which have a di­
rect effect on the private sector construc­
tion spending.

Statistics over the last several years demon­
strate that Alaska's unemployment rate has 
increased at a rate lesser than the nation­
wide average. Whereas Alaska's unemployment 
rate for several years was substantially 
greater than the nationwide rate, it now 
stands much closer to the national average, 
further supporting the conclusion that non­
resident employment is not a serious factor 
in the unemployment rate in Alaska.

The State and the intervenor have failed to 
prove by a preponderance of the evidence that 
there is a substantial reason to discriminate 
against employment of citizens of other 
states on public works construction projects 
within the State of Alaska.

3 u  L I
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The State and intervenor have failed to prove 
by a preponderance of the evidence that the 
preference granted Alaska residents is close­
ly tailored to alleviate unemployment in the 
construction industry in the State of Alaska.

II. PURPOSE OF THE PRIVILEGES AND IMMUNITIES CLAUSE

The privileges and immunities clause of section 2, ar­

ticle IV of the United States Constitution provides:

The citizens of each state shall be entitled 
to all privileges and -immunities of citizens 
in the several states.

The primary purpose of this clause is to prevent states

from enacting measures which discriminate ag -inst -.on-residents

for reasons of economic protectionism. Supreme Court of New

Hampshire v. Piper, ___ U.S.  , 53 u.S.L.W. 4238, 4240 n.1'8

(1985'. Historically, it was meant to:

rh]elp fuse into one Nation a collection of 
independent, sovereign States. It was de­
signed to insure to a citizen of State A who 
ventures into State B the same privileges 
which the citizens of State B enjoy. For 
protection of such equality the citizen of 
State A was not to be restricted to the u n­
certain remedies afforded by diplomatic pro­
cesses and official retaliation. "Indeed, 
without some provision of the kind removing 
from the citizens of each State the disabili­
ties of alienage in the other States, and 
giving them equality of privilege with citi­
zens of those States, the Republic would have

3. The terms "citizen" and "resident" are essentially 
interchangeable for the purpose of review under the privileges 
and immunities clause. Hicklin v. Orbeck, 437 U.S. 518, 524, 57 
L.Ed.2d 397, 403, n.8 (1978).

- 8 - •30 L l



constituted little more than a league of 
States; it would not have constituted the 
Union which now exists."

In line ith this underlying purpose, it 
was long ago decided that one of the privi­
leges which the clause guarantees to citizens 
of State A is tha-*. of doing business in State 
B on terms of substantial equality with the 
citizens of that State.

Toomer v. Witsell, 334 U.S. 385, 395-96, 92 L.Ed. 1460, *471

(1948) (footnote omitted, citations omitted). In brief, the

clause was meant "to prevent discrimination against

non-residents, to further the concept of federalism, and to

create a national economic unit." Shelev v. Alaska Bar

Association, 620 P.2d 640, 642 (Alaska 1980) (citations omitted).

I ' l l . FRAMEWORK FOR ANALYSIS OF 
PRIVILEGES AND IMMUNITIES CLAIMS

A. Nature of the Right.

The privileges and immunities clause does not protect 

non-residents against all forms of discrimination. Its reach is 

limited to "fundamental rights" - rigiits involving "basic and 

essential activities, interference with which would frustrate the 

purposes of the formation of the union." Baldwin v. Montana Fish 

and Game Commission, 436 U.S. 371, 387, 56 L.Ed.2d 354, 367-68 

(1978).

B. Substantial Justification.

If the threshold fundamental rights requirement is met, 

discrimination is only permitted where there is a substantial
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reason which justifies it. Toomer, 334 U.S. at 396, 92 L.Ed. at 

1471. nNo 'substantial reason' will be ^ound absent some showing 

that nonresidents are 'a peculiar source of the evil' which the 

state's action is meant to remedy." Noll v. Alaska Bar 

Association, *649 P.2d 241, 243 (Alaska 1982' quoting Hicklin v. 

Orbeck, 437 U.S. 518, 526-27, 57 L.Ed.2d 3 7 ,  405 a978).

C. Close Relationship Between Perceived Proble 
and Statutory Solution.

Moreover, the presence of a substantial reason for dis­

crimination does not alone suffice. The means employed by the 

challenged statute must be closely related to the interests 

served by the statute. Toomer, 334 U.S. a;- 396, 92 L.Ed. at

1471; Hicklin, 437 U.S. at 527, 57 L.Ed.2d at 405. "In deciding

whether the discrimination bears a close or substantial 

relationship to tt 2 state's objective . . . the availabilitv of 

less restrictive means" is relevant. New Hampshire v. Piper, 

  U.S. at _____ , 53 U.S.L.W. at 4241.

D. Market Regulator - Market Participant Distinction.

This method of analysis applies both when the state is

acting as a sovereign - a market regulator - and as an owner - a
4

market participant. United Building & Construction Trades v.

4. When the state acts as an employer, a lender, r 
landlord, a buyer, a seller, or an owner of natural resources, it 
may be regarded as a market participant and for some purposes 
will be treated differently than when it acts solely as a

(Footnote Continued)
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Mayor ',nd Council of the City of Camden, ___  U.S. ___  79 L.Ed.2d

249, 259-61 (1984); Hicklin, 437 U.S. at 528-29, 57 L.Ed.2d at

406, However, more leeway is granted the state in its perception 

of "local evils and in prescribing appropriate cures" when it is 

acting in a proprietary capacity, as where it "is merely setting 

conditions on the expenditures of funds it controls." Camden, 

  U.S. at _____, 79 L.Ed.2d at 261 (citations omitted).

This analytical framework, except for the deference 

given to the state as a market participant, is quite similar to 

what has come to be called the level of intermediate scrutiny 

under the federal equal protection clause. Classifications may 

be made only for "important" purposes, and the means used to ac­

complish them must be "fairly and substantially related" to the 

achievement of those purposes. State v. Ostroskv, 667 P.2d 1184, 

1192 (Alaska 1983) (citations omitted).^

(Footnote Continued)

sovereign body regulating the conduct of others within its 
jurisdiction. See generally Wells and Hellerstein, The 
Governmental Proprietary Distinction in Constitutional Law, 66 
Va. L. Rev. 1073 (1980).

5. The coverage of the two clauses is overlapping but 
not identical. The privileges and immunities clause does not 
apply to corporations, or to aliens, while the equal protection 
clause does, and the equal protection clause applies to many 
classifications, while the privileges and immunities clause 
applies only to those based on residence. L. Tribe, American 
Constitutional Law § 6-33 at 411-12. Alienage classifications 
involving non-U.S. citizens are subject to at least an 
intermediate level of review under federal equal protection 
c'octrine. Tribe, supra § 16-31 at 1089-90; Sugarman v. Dougall,

{^ootnote Continued)
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The amount of deference due a state when acting as a 

market participant is not clear from federal cases. The state 

suggests, and we believe, that a variable standard must be 

employed. Thus, where the discrimination is far-reaching and 

exclusive in nature, and extends to the fringes of the state’s 

proprietary interests, the state is entitled to little deference. 

On the other hand, where the discrimination is narrow in scope 

and involves a direct relationship between the state and affected 

individuals, greater deference is called for.

The "Alaska Hire" statute struck down in Hicklin, which

covered all employment which was the "result" of state oil and

gas leases, which excluded all non-residents from employment so 

long as qualified Alaskans were available, and which required 

private employers to discriminate, including those who had no

direct dealings with the state, is an example of a case in which 

the proprietary interest of the state was entitled to little or 

no deference. An example where more leeway is due might be a 

case in which a state law requires residency as a qualification 

for important non-elective public offices. Cf. Sugarman v .

Douoall, 413 U.S. 634, 647-49, 37 L.Ed.2d 853, 862-64 (1973).

(Footnote Continued)

413 U.S. 634, 642, 37 L.Ed.2d 853, 860 (1973). The removal of
the "disabilities of alienage" in the sense of discrimination 
based on residency in another state of the United States is 
central to the privileges and immunities clause. Paul v. 
Virginia, 75 U.S. 168, 180, 19 L.Ed. 357, 360 (1868).
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A. The Nature of the Right.

For purposes of privileges and immunities analysis em­

ployment in the construction industry must be considered to be a 

fundamental right entitled to the protection of the privileges 

and immunities clause. That conclusion was implied in Hicklin, 

437 U.S. at 524-25, 57 L.Ed.2d at 404 (1978) and was made explic­

it in Camden, ____  U.S. at ___, 79 L.Ed.2d at 260-61.

B. The State's Justification.

The justification proffered for the discrimination in­

herent in the local hire law is Alaska's historically high unem- 

ployment rate. For each year between 1970 and 1983, except 1975, 

unemployment in Alaska w-- higher than the national average.^

IV. ANALYSIS

6 . A table prepared by the state's expert witness 
shows the following:

Unemployment Rates 
U.S., Alaska 
1970 - 1983

U.S. Alaska

1970 4.9% 7.1%
1971 5.9 8.3
1972 5.6 8.3
1973 4.9 8.5
1974 5.6 7.9
1975 8.5 6.9
1576 7.7 8.5
1977 7.0 9.3
1978 6.0 11.0
1979 5.8 9.3

(Footnote Continued)
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Unemployment in the construction industry is a substantial factor 

in the overall rate of unemployment. Non-resident construction 

workers cont.ribute to unemployment in the construction inaustrv 

because, according to the state, they "take jobs which otherwise 

would go to Alaskan residents. As such non-resident construction 

workers are a peculiar source of the unemployment problem in 

Alaska because they take those construction jobi. which otherwise 

could be filled by unemployed Alaskans." In esse ;e, the state's 

justification for the local hire law is that it tends to reduce 

unemployment in Alaska by eliminating non-residents from public 

works construction projects.

C. Degree of Deference Due The State As A Market 
Participant.

The scope of the diicriraination mandated by the local 

hire law is extensive. All municipal projects and all projects 

funded by the state, in whole or in part, are covered. This

amounts to some 60 to 70% of all commercial construction in the

state. As to those projects covered by the law, non-residents

are almost entirely excluded. For example, on Francis's 

construction crew of 26 workers, 25 of them had to be residents. 

For crews of fewer than 10 workers all non-residents are

(Footnote Continued)

1980
1981
1982
1983

7.1
7.1 
9.7 
9.6

9.6
9.21 0 . 0

10.4
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excluded. The statute applies to subcontractors who have no di­

rect contractual relationship with the state, and it seeks to 

pressure private employers to discriminate in their hiring prac-
i

tices. However, it is limited to employment on public works 

projects, and as such does not extend, as did the Alaska Hire Act 

struck down in Hicklin, to activity in which the state has no 

proprietary interest.

The pervasiveness and intensity of the discrimination 

mandated by the act indicate that review should be conducted un­

tempered by consideration the state's status as a market par­

ticipant in public works projects. The fact that the act does 

not extend to activities in which the state's proprietary inter­

est is lacking, taken alone, would suggest a less rigorous stan­

dard of review. However, this cannot be conclusive ir* light of 

the scope and magnitude of the discrimination. On balance we 

conclude that review approaching that of the intermediate level 

of scrutiny is called for.

D. Substantiality Of The Justification As A Factual 
Matter.

There is no doubt that Alaska has an unemployment rate 

which is higher than the national average and that this consv ’- 

tutes a serious problem. What is lacking is a showing that 

non-residents are a "peculiar source of the evil" of unemploy­

ment. This is in the first instance a factual question. Camden,
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  D.S. at _____, 79 L.Ed.2d at 262; Hicklin, 427 U.S. at

526-27, 57 L.Ed.2d at 405.

The trial court found that "there is not sufficient 

evidence to support a finding that non-resident construction 

workers are a peculiar source of unemployment in the construction 

industry in Alaska anymore than they would be in any other 

state." Instead, the trial court detailed other causes of 

unemployment in the construction industry, including climatic 

extremes, the absence of construction activities in rural areas, 

and the lack of training prevalent among rural Alaskans. These 

findings, which are similar to thocie noted by the United States
r

Supreme Court in Hicklin, 437 D.S. u t 526-27, 57 L.Ed.2d at 405, 

are supported by the record.7 As such they are not clearly erro­

neous and may not by disturbed on appeal. Civil Rule 52 (a).

E. Substantiality Of The Justification As A Matter Of 
Law.

As noted, the purpose of the local hire law is to ex­

clude non-residents from public construction jobs so that more 

jobs will be available to Alaskans. In our view this is not a 

permissible justification for discrimination under the privileges

7. In State v. Wylie, 516 P.2d 142 (1973), we struck 
on equal protection grounds a statute giving a preference in 
state employment to persons who had resided in the state for one 
year. We referred to evidence "which indicates that the state's 
unemployment problems stem f ^ m  inadequate education and 
vocational training and from ii_'~ .fficient job opportunities in 
remote areas of the state." Id. at 149 (footnote omitted).
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and immunities clause. To state the same conclusion in conven­

tional privileges and immunities terms, the justification is not 

"substantial."

A related point recently was made by the United States

Supreme Court in New Hampshire v. Piper, ___  U.S. at ____, 53

U.S.L.W. at 4241 n.18. One reason suggested for New Hampshire's 

law prohibiting non-resident lawyers from becoming memb» -.:s of the 

bar was the protection of its own lawyers from professional 

competition. The court dismissed this suggestion: "[T]his reason 

is not 'substantial'. The privileges and immunities clause was 

designed primarily to prevent such economic protectionism."

Discrimination for the purpose of benefiting local res­

idents economically was recognized by us as improper in Lvnden 

Transport, Inc. v. State, 532 P.2d 700 (Alaska 1975) which in­

volved a statute granting grandfather rights to resident trucking 

companies but not to non-resident trucking companies. We struck 

down the statute stating:

A discrimination between residents and 
non-residents based solely on the object of as­
sisting the one class over the other economically 
can not be upheld under either the privileges and 
immunities or equal protection clauses. . . .

Benefiting economic interests of residents 
over non-residents is not a purpose which may con­
stitutionally vindicate legislation. . . .

Id. at 710-11.
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Other authorities which suggest that a state may not 

discriminate against non-residents in order to benefit residents 

economically include:

- Hicklin, 437 U.S. at 526, 57 L.Ed.2d at 405. The court 

observed that for a state to attempt to eliminate its 

unemployment problem by requiring private employers within the 

state to discriminate against non-residents was a policy which 

was "at least dubious."

Toomer v. Witsell, 334 U.S. 385, 92 L.Ed. 1460 (1948). 

South Carolina was precluded from excluding non-resident shrimp 

fishermen in order to create a commercial m o n o p o l y  which 

benefited resident fishermen.

Ward v. Maryland, 12 Wall 418, 20 L.Ed. 449 (1871).

Maryland was precluded from discriminating against non-resident 

salesmen so that resident merchants might reap greater economic 

benefits.

Metropolitan Life Insurance Co. v. W a r d , __ U.S. ,

105 S. Ct. 1676 (1985). The Court struck an Alabama law discrim­

inating against out-of-state insurance companies as violative of 

the equal protection clause. The purpose of the law was to pro­

mote domestic industry. The Court held that this purpose was not 

a legitimate justification for discriminatory treatment: 

"[P]romotion of domestic business within a state, by discriminat­

ing against foreign corporations that wish to compete by doing
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business there, is not a legitimate state purpose."' _____  U.S. at

 f 105 S-.Ct. at 1683.8

These cases reflect the view that our constitution pro­

tects non--residents frc. n economic discrimination so that our na­

tion can function as an economic unit. Justice Brennan expressed 

this theme in his concurring opinion in Allied Stores of Ohio v. 

Bowerp, 358 U.S. 522, 533, 3 L.Ed.2d 480 , 488 (1959) cited with

approval by the Court in Metropolitan Life, ____  U.S. at  ,

105 S.Ct. at 1682, stating:

Wheeling (Steel Corp v. Glander 337 U.S. 562] 
teaches that a distinction which burdens 
. . . nonresidents but not . . . residents is 
outside the constitutional pale. But this is 
not because no rational ground can be con­
ceived for a classification which

8 . This case was decided on equal protection rather 
than privileges and immunities grounds. The difference, however, 
is not significant in the present context because the method of 
analysis is similar and the privileges and immunities clause 
provides non-resident individuals with more stringent protection 
against economic discrimination than does the equal protection 
clause in cases where the basis for the challenged classification 
is non-residence. L. Tribe, American Constitutional Law § 6-33, 
at 411-12.

In United Building and Trades Council of Camden County
end Vicinity v. Mayor and Council of the City of Camden, ___ U.S.
 , 79 L.Ed.2d 249 (1984), tile United States Supreme Court
neither rejected nor approved a city program involving 
discrimination against non-city residents on public works 
projects. That case is discussed more fully on pages 24 througn 
25, infra. The fact that tha program was not rejected in the 
face of a justification of grave economic and social ills may 
mean that local or state governments may foster discrimination in 
order to stave off an economic or social collapse, a goal broader 
than, but related to, that of benefiting local residents 
economically.
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discriminates against nonresidents solely 
because they are nonresidents: could not such 
a ground be found in the State's benign and 
beneficent desire to favor its own residents, 
to increase their prosperity at the expense 
of outlanders, to protect them from, and give 
them an advantage over, "foreign" competi­
tion? These bases of legislative distinction 
are adopted in the national policies of too 
many countries, including from time to time 
our own, to say that, absolutely considered, 
they are arbitrary or irrational. The proper 
analysis, it seems to me is that Wheeling 
applied the Equal Protection Clause to give 
effect to its role to protect our federalism 
by denying Ohio the power constitutionally to 
discriminate in favor of its own residents 
against the residents of other state members 
of our federation.

Restricting entry by non-residents into a job market 

will make more positions available to residents. It is not dif­

ficult to make a case to a sympathetic legislature, whose members 

are accountable only to residents, that residents are deserving 

of protection because some of them are unemployed. But the uni­

versality of this condition is itself a reason why it is imper­

missible as a justification in privileges and immunities analy­

sis. If every state could exclude or severely limit 

non-resident workers because some of its residents were unem­

ployed our country would be "little more than a league of states" 

rather than "the Union which now exists." Paul v. Virginia, 75 

U.S-, 168, 180, 19 L.Ed. 357, 360 (1869). Such a result would run 

strongly counter to the policy of national economic unity on 

which the privileges and immunities clause is based. The result 

would not be much better if the power to exclude non-resident
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workers were limited to those states with above average unemploy­

ment. Many states fit that category and many of the others, no 

doubt, have particular industries in which a case for protection 

can be made.

F. Relationship Between the Statute .*nd its Purpose. 

The preferential hire statute involved in Hicklin was 

struck down because, among other reasons, the statute was too

broad. It applied not only to unemployed residents or residents

enrolled in job training programs, but to all residents whether

employed or unemployed, well trained or poorly trained. The
«»

Court observed that less restrictive alternatives were available:

A highly skilled and educated resident who
has never been unemployed is entitled to pre­
cisely the same preferential treatment as the 
unskilled, habitually unemployed Arctic Eski­
mo enrolled in a job-training program. If
Alaska is to attempt to ease its unemployment 
problem by forcing employers within the state 
to discriminate against non-residents 
again, a policy which may present serious 
constitutional questions - the means by which 
it does so must be more closely tailored to 
aid the unemployed the Act is intended to 
benefit. jiven if a statute granting an em­
ployment preference to unemployed residents 
or to residents enrolled in job-training pro­
grams might be permissible, Alaska Hire's 
across-the-board grant of a job preference to 
all Alaskan residents clearly is not.

Hicklin, 437 U.S. at 527-28, 57 L.Ed.2d at 406.

-21-
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By giving preferential treatment to residents who do 

not need it, the present statute suffers from the same vice as 

that struck down by the United States Supreme Court in Hicklin.'

V. PRIOR DECISIONS CONCERNING PREFERENTIAL HIRE STATUTES

In general, preferential hire systems have not fared 

well in the courts. The leading case is Hicklin, where the Unit­

ed States Supreme Court struck down the Alaska Hire statute.

9. *e ififcde similar observations in State v. Wvlie, 
516 P.2d 142, 149 (Alarka 1973) (one year residency preference in 
state employment violates equal protection) :

It does not appear, however, that the 
employment preference furthers the purpose of 
reducing unemployment except by deterring the 
in-migration of persons from other states.
The personnel rules in question do not 
increase the number of available state 
employment opportunities, but simply limit 
the universe of persons who may compete for 
them. To the extent that the personnel rules 
"lower unemployment" by fencing out 
competition from other states, the rules 
impermissibly discriminate against persons 
who have recently traveled to the state.
. . . x'he personnel rules creating an 
employment preference are poorly "tailored" 
to achieve the objective of lower state 
unemployment. There are certainly available 
to the state other means for lower 
unemployment which impose a lesser burden on 
the constitutionally protected right to 
interstate travel.

We suggested in a footnote to this statement that "[j]ob training 
programs, for example, may reduce unemployment without imposing a 
burden on the right of interstate travel." Id., n.14.
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Following Hicklinf the courts of several states have held prefer­

ential hire statutes concerning state public works invalid on 

privileges and immunities grounds. Massachusetts Council of 

Construction Employers, Inc. v. Mavor of Boston, 425 N.E.2d 346 

(Mass. 1081) rev'd on other grounds, White v. Massachusetts Coun­

cil of Construction Employers, 460 U.S. 204, 75 L.Ed.2d 1 (1983); 

Neshaminy Constructors, Inc. v. Krause, 437 A.2d 733 (N.J. Super. 

Ct. Ch. Div. 1981), aff'd 453 A.2d 1359 (N.J. Super. Ct. App.

Div. 1982); Salla v. County of Monroe, 399 N.E.2d 909, 423 N.Y.S. 

2d 878 (N.Y. 1979), cert, denied, 446 U.S. 909 , 64 L.Ed.2d 262

(1980); Laborers Local Union No. 374 v. Felton Construction C o . , 

654 P.2d 67 (Wash. 1982) .

The Supreme Court of Wyoming took a different view in 

Wyoming v. Antonich, 694 P.2d 60 (Wyo. 1984). It rejected a 

privileges and immunities challenge to a statute giving an em­

ployment preference to Wyoming residents on public works 

projects* In doing so it relied heavily on the recent caae of 

United Building & Construction Trades Council of Camden County 

and Vicinitv v. Mavor and Council of the City of Camden, __ U.S.

, 79 L.Ed.2d 249 (1984).1G

10. Camden involved a municipal ordinance of the City 
of Camden, New Jersey, which established as a "goal" with which 
contractors must make a good faith effort to comply that at least 
forty percent of the employees of contractors and subcontractors 
working on city construction projects be Camden residents. The

(Footnote Continued)
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We do not read Camden as casting much new light on the 

present case. The primary issue in Camden, and certainly the 

most controversial/ was whether a municipal ordinance which dis­

criminated against in-state residents as well as out-of-state 

residents was subject to privileges and immunities scrutiny. Id.

at _____, 79 L.Ed.2d at 262 (Blackmun, J., dissenting). The Court

did Lot rule on the question of whether the discrimination was 

justified by conditions in Camden, or whether the remedy 

contained in the ordinance was sufficiently closely directed to 

curing those conditions. It would thus be unwarranted to 

conclude that. the Court approved of Camden's system of 

discrimination.

Furthermore, the differences between the local hii? act 

here and the ordinance in Camden are noteworthy. As the findings 

of the trial court indicate, the Alaskan economy is a dynamic and

(Footnote Continued)

New Jersey Supreme Court had sustained the ordinance against a 
privilege and immunities challenge because it was net aimed
primarily at out of state residents; instead it discriminated 
against all non-residents of the city, regardless of their state 
of residence. 443 A.2d 148 (N.J. 1982). The United States
Supreme Court reversed the New Jersey court on this point, and 
went on to hold that a non-resident's interest in public works 
employment was "fundamental," thus subject to protection under
the privilege and immunities clause.. ____ U.S. at  _______79
L.Ed.2d at 259-61. The City also contended that the ordinance
was justified in order to cure high unemployment and arrest a 
sharp decline in population. The Court found it impossible to 
evaluate these justifications as no trial had been held. The 
case was therefore remanded to the New Jersey courts for further 
action. ____ U.S. at ____, 79 L.Ed.2d at 261-62.
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growing one, property values are increasing, and Alaska's popula­

tion is expanding rapidly. In contrast, in Camden the city 

claimed that it was in a condition of decay, with property values 

eroding, population sharply declining, and unemployment "spiral­

ling." Id. at ___ , 79 L.Ed. 2d at 261. While Alaska's

unemployment is chronically high due in large part to unique con­

ditions in rural areas, the economy of the state does not seem 

remotely comparable to the picture of "grave economic and social 

ills" suggested in Camden. In addition, it appears that the 

discrimination effected by the Alaska statute is greater than 

that in Camden. Public works account for the majority of com-
p

mercial construction activity in Alaska. While the opinion does 

not indicate whether the same is true in Camden, the exclusion 

mandated by our statute - 90% to 100% resident workers required - 

is far more absolute than that in the Camden ordinance. As 

presented to the Cour'., the ordinance contained only a goal, not 

a requirement, that 40% of workers on public works construction 

projects be residents. For these reasons, unlike the Wyoming

Supreme Court in Antonich, we do not regard Camden as precedent 

supporting approval of our local hire law.

One other case is instructive. It is Sugarman v. 

Dougall, 413 U.S. 634, 37 L.Ed.2d 853 (1973), which involved a

New York statute which precluded non-citizens of the United

-25-
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States from holding competitive civil service positions."* The

court held the statute invalid under the equal protection clause12
of the 14th Amendment. ~ One justification offered for the

statute was an economic benefits theory which is similar to the

reduction in unemployment rationale, and is relevant to the

13
factor of market participation as well. The argument was that 

the state had a "special public interest" in confining public 

employment to its citizens, based on its interest in using state 

resources for the advancement and profit of members of the state. 

Id. at 643-44, 37 L.Ed.2d at 860-61. The Court rejected this

argument, finding that it was rooted in the discredited concept 

that constitutional rights turn on whether a government benefit 

is characterized as a "right" or "privilege." I d .

In the final section of the Sucrarman opinion the Court 

suggested the kinds of discriminatory practices against aliens

11. The competitive class included all positions for 
which it was practicable to determine merit and fitness by a 
competitive examination and included "nearly the full range of
the w o r k  tasks, that is, all the wa y  from the menial to the
policy making." 413 U.S. at 640, 37 L . E d . 2d r ”. 858,.

12. See Tribe, supra n.8 .
13. In a case following S u g a r m a n , C.D.R. Enterprises

v. Board of Education of the City of N e w  York, 412 F. Supp. 1164 
(1967) , summarily aff • d sub nora. Lefkowitz v. C.D.R. Enterprises 
Limited, 429 U.S, 1031, 50 L.Ed.2d 742 (1977), the reduction in
unemployment rationale was expressly rejected cs insufficient as 
a justification for discrimination against .'esident aliens and 
U.S. citizens who had not been residents of New York for at least 
12 months.
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which are permissible. Id. at 646-50, 37 L.Ed.2d 862-64. The

Court did not distinguish between alienage in the non-state

resident or non-United States citizen senses, and referred to

authorities which concerned alienage only of non-state residents.

The C o urt noted that alienage could b e  a bar to public employment

if the statute was based on legitimate state interests relating

"to qualifications for a particular position or to the

14
characteristics of the employee." id. at 646-47, 37 L.Ed.2d at 

862.

Sugarman lends support to the conclusion we have 

reached in the present case for two reasons The first is that

14. The Court also stated that "in an appropriately
defined class of positions" citizenship could be required as a
qualification for office.

"[E]ach state has the power to prescribe the 
qualifications of its officers and the manner 
in which they shall be chosen." Such power 
inheres in the State by virtue of its oblig­
ation, already noted above, "to preserve the 
basic conception of a political community."
And this power and responsibility of the
State applies, not only to the qualifications 
of voters, but also to persons holding state 
elective or important nonelective executive, 
legislative, and judicial positions, for
officers who participate directly in the for­
mulation, execution, or review of broad 
public policy perform functions that go to 
the heart of representative government.
There . . .  is "where citizenship bears some 
rational relationship to the special demands 
of the particular position."

Id. at 647, 37 L.Ed.2d at 862-63 (citations omitted).
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it reiects the argument that the state's interest in restricting 

the resources of the state for the advancement and profit of the 

members of the state entitles the state to discriminate regarding 

the employment of aliens. The second is that it suggests that 

the state may restrict the employment of aliens only for reasons 

which are much narrower than those u-jed in the present case.

VI. MISCELLANEOUS ISSUES

The appellees also argue that Francis lacks standing 

because he did not prove that he was dismissed because he was a 

non-resident. The evidence on this point, although circumstan­

tial, is adequate to sustain the trial court's finding that Fran­

cis lost his job because he was not a resident. The appellees 

also argue that Francis if a resident in fact. This point is 

frivolous. Not v dcop the evidence support a finding of

non-residency, the state admitted non-residency in its answer. 

Appellees further contend that Francis lacks standing because 

injunctive relief will do him no good. This point, too, is

frivolous, for it ignores his claim for damages and for 

declaratory relief.

In view of our decision, it is unnecessary to address 

Francis's further arguments that the local hire statute violates

the ejual rights clause of article I, section 1 of the Alaska

Constitution and the equal protection and privileges and
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immunities clauses of the Fourteenth Amendment to the United 

States Constitution.

VII. CONCLUSION 

Our federal constitution contains a number of provi­

sions designed to protect legally those who lack the power or 

influence to protect themselves politically. It also manifests a 

strong commitment to free trade and an aversion to economic pro­

tectionism. The privileges and immunities clause combines both 

of these themes and the local hire act is in substantial conflict 

with them. For the reasons stated we AFFIRM the judgment of the 

superior court declaring that the act violates the privileges and 

immunities clause of article IV, § 2 of the United States 

Constitution.
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BURKE, Justice, concurring.

I concur in the determination that Alaska's "local

hire" la w 1 violates the Privileges and Immunities Clause of the

2
Constitution of the United States, for the reasons stared in the

opinion of the court, authored by Justice Matthews. In my

judgment, however, we should decide this case on an independent

ground. Thus, as Francis urges us to do in one of his

alternative arguments, I would hold the local hire law invalid

upon the ground that it violates the clear and unambiguous

3
language of article I, section 1 of the Alaska Constitution.

When called upon to determine the constitutionality of 

an Alaska statute under both the state and federal constitutions, 

it is my belief that this court should consider first the 

requirements cf the Alaska Constitution. Shafer v. V e s t , 680 

P. 2d 1169 , 1172 (Alaska 1984) (Burke, C.J., concurring).

Although this approach has been criticized by some, it is the one 

favored by a number of respected judges and legal commentators, 

whose reasons appear far more persuasive to me than do those of 

the persons in the opposite camp. See R.F. Utter, Freedom and

1. AS 36.10.

2. U.S. Const, art. IV, § 2.

3. Article I, section 1 of the Alaska Constitution 
provides, in part, "that all persons are eaual and entitled to 
equal rights, opportunities, and protection under the law."

-30-
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Diversity in the Federal System: Perspectives on State

Constitutions and the Washington Declaration of Rights, 7 U .

Puget Sound L. Rev. 491 (1984) . In any event, it is the approach 

that I would employ in the case at bar, for the following 

reasons.

A decision by this court that the local hire law 

violates the Alaska Constitution would bring this case to an

immediate end, since it has long been held that it is beyond the 

power of the United States Supreme Court to review a state 

court's interpretation of its state constitution, "as long as the 

state ground is independent of any federal ground and is adequate 

to support the judgment." Id. at 505, citing Michigan v. L o n g , 

463 U.S. 1032, 77 L.Ed.2d 1201, 103 S.Ct. 3469 (1983) and Fox 

Film Corp. v. Miller, 296 U.S. 207, 80 L.Ed. 158, 56 S.Ct. 183 

(1935) . The majority opinion, however, leaves the final result 

still uncertain.

Given the understandable popularity of local hire

measures in Alaska, it is a foregone conclusion that state

of a. .cials will be under considerable pressure to seek review of 

our determination of the federal question by the final arbiter of 

such disputes, the United States Supreme Court. Should the 

advocates of local hire prevail in that forum, it will still be 

necessary for this court to decide whether the present statute

-31-
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violates the Alaska Constitution. Thus, the ultimate outcome 

could remain unsettled until there is a second decision by this 

court. Rather than expose the parties and the people of thi's 

state to such uncertainty, and the added cost of future 

litigation, I think ve should decide this critical issue of state 

law here and now.

Another reason for us to examine the requirements of 

the Alaska Constitution is the almost certain fact that the state 

legislature will be asked to enact new local hire legislation, 

after the announcement of our decision. The main difficulty that 

the legislature faces, as I see it, is the clear and unambiguous 

statement contained in our state constitution, "that all persons 

are ecrnal and entitled to equal rights [and] opportunities." 

Alaska Const, art. I, § 1 (emphasis added). The fact that it may 

be possible to draft a statute that would satisfy the requirement 

of the United States Constitution does not mean that the same 

statute will pass muster under this or some other provision of 

the Alaska Constitution. It is important, I think, to make this 

clear to the people of this state and their elected 

representatives.

-32-



i m  (LISOMTMII
LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  January 20, 1986

POUCH Y . STATE CAPITOL 

JUNEAU ALASKA 99811 

907 465-3800

SUBJECT: Sectional analysis of HB 466

TO: Representative Red Boucher

FROM: Teresa B. Cramer
Legislative Counsel

You have requested a sectional analysis of HB 4c6, relating 
to Alaskan resident employment preferences.

Section 1 sets out the legislature's purpose for the bill.

Section 2 adds several subsections to the findings of fact 
that already exist in statute concerning the need for resi­
dent preference in employment. Subsection (c) addresses how 
to determine the ratio between residents and nonresidents on 
a public works project. Subsection (d) permits the commis­
sioner to consider information gathered from the job site. 
Subsection (e) addresses how to determine the ratio between 
residents and nonresidents working in the state as a whole. 
Subsection (f) addresses the need for resident preferences. 
Subsection (g) permits the commissioner of labor to base 
remedies to tne unemployment problem on information gathered 
from projp_tions and trends.

Section 3 adds new sections to the chapter on employment 
preferences.

Sec. 36.10.130 requires the attorney general and the commis- 
sioner of labor to report annually on unemployment in the 
state and to recommend methods to increase resident hire.

Sec. 36.10.140 requires registration before a person is 
eligible for a resident hiring preference.

Secs. 36.10.150 - 36.10.170 establish various preferences.
In all three, the preferences last for three years and apply
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to worker hours on a craft-by-craft basis on projects 
included in AS 36.10.180.

As noted in my memorandum of December 31, 1985, these 
preferences raise constitutional issues. Under the 
Privileges and Immunities Clause of the United States 
Constitution, nonresident workers on public works projects 
would have to be shown as a significant contributor to the 
unemployment of residents. The preference created by this 
bill would also have to be shown to be an effective solution 
to the problem and one that limited the rights of 
nonresidents as little as possible.

The Alaska Supreme Court held in State v. Francis, Opinion 
no, 3011, January 17, 1986, that the preference created in 
AS 36.10.010 is unconstitutional under the federal Privi­
leges and Immunities Clause. In its discussion of the 
factual basis for the preference, the court upheld the trial 
court finding that the State had failed to establish that 
nonresidents constituted a "peculiar source of the evil."
Id at 15. The trial court found that unemployment resulted 
from "climatic extremes, the absence of construction activi­
ties in rural areas, and the lack of training prevalent 
among rural Alaskans." Id at 16. The constitutionality of 
the preferences created in this bill depend on mustering 
sufficient facts to show that nonresident workers are the 
source of the unemployment problem and that the preferences 
impose as little as possible on the rights of nonresidents 
in solving that problem. If the problem is the high 
unemployment rate in the state, it would help the 
constitutionality of the bill to limit the preference to 
unemployed or underemployed residents.

The preference for minority residents also raises equal 
protection questions. The state would need to demonstrate 
that it was acting reasonably in defining the group as the 
bill does and that the preference would be an effective 
solution that infringed on the rights of others as little as 
possible.

Sec. 36.10.150 establishes a resident hiring preference for 
underemployed areas of the state. The preference requires 
that 95 percent of the worker hours on a public works pro­
ject wholly or partially sited within the area be performed 
by residents of the area. Subsection (b) sets the criteria 
that an economic region must meet to be considered an under­
employed area.
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Sec. 36.10.160 establishes a hiring preference for economi­
cally distressed areas of the state. The preference 
requires that 50 percent of the employment on a project 
wholly or partially sited within the area be performed by 
residents of the area. Subsection (b) sets the criteria 
that an area must meet to be considered an economically 
distressed area.

Sec. 36.10.170 establishes a preference for economically 
disadvantaged minority residents. The preference requires 
that 25 percent of the employment on a project wholly or 
partially sited within the area be performed by minority 
residents of the area. Subsection (b) sets the criteria for 
the preference. It applies to census areas where the minor­
ity population exceeds the average minority population for 
the state, minority resident unemployment is twice as high 
as nonminority unemployment in the census area, and workers 
who are not residents of the area are a contributing cause 
of unemployment in the area. Subsection (c) defines who is 
considered a member of a minority.

Sec. 36.10.180 defines the scope of projects to which the 
preferences under AS 36.10.150 - 36.10.170 apply.
Subsection (a) applies the preference tc the same kinds of 
projects now covered by AS 36.10,010, Subsection (b) estab­
lishes that the preferences established under AS 44.33.285 
for residents of an area affected by an economic disaster 
supercede the preferences under secs. 36.10.150 and 
36.10.160.

Sec. 36.10.900 is consistent with general state severability 
clause at AS 01.10.030 and requires that if a portion of the 
chapter is held invalid, then the rest of the chapter 
remains in force.

Section 4 applies the Act to contracts entered on or after 
the effective date of the Act.

Section 5 repeals the current resident preference law.

Section 6 makes the Act effective on the date the current 
resident preference law is held unconstitutional.

If I may be of further assistance, please advise.

TC:mkr 
M2:041



To: Rep. Navarre, ch. House L&C 
Fr: Sid Billingslea, ccmm. aide 
Dt: 1/18/86
Re: Brief oi Robison v. Francis, S-493

FACTS

Francis is a nonresident (hereinafter NR) ironworker who got fired fran 
his public works job because he was a NR.
AS 36.10.010 required 95% of the employees on a public works project be 
residents (hereinafter R). Figures changed to 90% on projects hiring 10 
or fewer employees.

ISSUE

Does AS 36.10.010 violate Francis's federal Privileges & Jjnnunities 
clause right to travel, his Equal Protection right, and his State eoual 
rights under the Alaska Constitution's ecrual rights clause?

HOLDING

AS 36.10.010 violates Francis's Privileges and Inmunities right.

PULE

Privileges and Immunities (hereinafter P&I) protects fundamental rights. 
Ihe Court's level of scrutiny is INTERMEDIATE REVIEW, which means:

The State must have an IMPORTANT PURPOSE and
the means (AS 36.10.010) must be FAIRLY AND SUBSTANTIALLY RELATED 

to the ends (R employment) (at 11)

The state must have substantial justification for its action. Here, NRs 
must be a "peculiar source of evil" which the state seeks to remedy. 
(atlO)
The means must be the least onerous to the discriminated group (NRs).

MARKET REGULATER VS. MARKET PARTICIPANT DISTINCTION

Where the state is acting only as a sovereign (regulator) it is afforded 
little deference in its discriminatory actions, using the "variable 
standard" (at 12)
In a market participant (e.g. public works project) capacity more leeway 
is given. Here, the state as market participant used a broad scope of 
discrimination and extends it to "the fringes of the state's proprietary 
interests" (at 12). Therefore, little deference is given.



The "broad scope" referred to is the fact the 60-70% of all 
commercial construction in Alaska was affected by AS 36.01.010.

THE STATE'S JUSTIFICATION

a)Facts: Alaska has hiqher than national average unemployment, but
the state failed to shew that NRs were the "peculiar source ofevil" 
other factors could be climate, lack of training in Rs, lack of 
construction projects in rural areas, (at 16)

b)Iaw: Rationale that excludinq NRs lets more Rs work* not a
"substantial justification" under P&I. The purposes of P&I are to 
prevent Rs frcm discriminating against NRs for economic protectionism. 
(at8); to further the concept of federalism and create a national 
economic unit. (at9).

RELATION OF MEANS TO ENDS

a) Too broad scope: See Hicklin, which required any R, regardless 
of qualifications be hired over an NR. (at22) Need less onerous means.

b) See Wyoming case, which upheld a local hire law
c) Sugarman i) rejects under Equal Protection the argument that

states interest in restricting resources for the advancement and profit 
of Rs entitles state to discriminate against aliens for employment 
purposes, ii) State can restrict employment for aliens, but on a much 
narrower scope.(at 28)

JUSTICE BURKE'S CONCURRING OPINION

Justice Burke would address the Alaska Const's equal rights provision 
first because it would preclude further review’ unless as substantial 
federal question was left unresolved.
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FO R  IM M E D IA T E  R E L E A S E  FO R MORE IN F O R M A T IO N , C A L L :

J a n u a r y  2 1 ,  1 9 8 6  4 6 5 - 4 9 3 1

HOUSE LABO R AND COMMERCE C O M M IT EE  H EA R IN G  ON HB 4 6 6

T H E  MOST IM PO RTA N T P I E C E  OF ALASKA R E S I D E N T  H I R E  L E G I S L A T IO N  Y E T  

D E V E L O P E D ,  HB 4 6 6 ,  WAS P R E F I L E D  T H I S  S E S S I O N  B Y  R E P R E S E N T A T I V E  

H . A .  " R e d "  BOUCHER (D -A N C H O R A G E ) . A P R E L IM IN A R Y  H EA R IN G  W I L L  B E  

H E L D  ON I T  TODAY IN  T H E  HOUSE LA BO R AND COMMERCE C O M M IT T E E .  T H I S  

B I L L  S U B S T A N T IA L L Y  IN C R E A S E S  T H E  FA CTU A L E V ID E N C E  THAT HAS B E E N  

R E Q U IR E D  B Y  T H E  COURTS IN  R E C E N T  R E S I D E N T  H I R E  C A S E S .  I T  W I L L  

A LSO  E S T A B L I S H  T H E  B A S I S  FOR A R E S I D E N T  H I R E  LAW FO R  T H E  S T A T E  OF 

ALASKA THAT SHOULD STAND UP TO A C O N S T IT U T IO N A L  C H A L L E N G E .

L A S T  F R I D A Y ,  T H E  ALASKA S U P R E M E  COURT CAME OUT W IT H  I T ' S  LONG 

A W A ITED  D E C IS IO N  IN  T H E  F R A N C IS  C A S E .  THAT C A S E  C H A LLEN G ED  T H E  

O R IG IN A L  ALA SKA  H I R E  S T A T U T E S  THAT W ERE ON T H E  BO O K, AND IN  

E F F E C T  D E C LA R E D  THEM U N C O N S T IT U T IO N A L , DUE IN  LA R G E  P A R T  TO LACK 

OF S U P P O R T IN G  DA TA . HOW EVER, THAT C A S E  WAS B A S E D  ON T H E  OLD LAW , 

W HICH HAS S I N C E  B E E N  CHANGED B Y  HOUSE B I L L  2 9 4 .  THAT B I L L  WAS 

S U B M IT T E D  L A S T  Y EA R  B Y  R E P .  BO U C H ER , P A S S E D  BOTH H O U S E S ,  AND WAS 

S IG N E D  INTO LAW .

HB 2 9 4  L A I D  T H E  GROUNDWORK FOR FU T U R E  R E S I D E N T  H I R E  I S S U E S  IN  

A LA SKA  B Y  S P E L L I N G  OUT MORE S P E C I F I C  A REA S W HERE DATA WOULD AND 

SHOULD B E  C O L L E C T E D  TO S U P P O R T  T H E  S T A T E ' S  C A S E  FO R R E S I D E N T  

H I R E .  I N  K E E P I N G  W IT H  T H E  IN T E N T  OF HB 2 9 4 ,  T H E  D EPA R TM EN T  OF 

LA BO R SF -oinx T H E  P A S T  6  MONTHS C O L L E C T IN G  D E T A I L E D  S T A T I S T I C A L  

DATA SHOWING THAT N O N -R E S ID E N T S  A R E  TA K IN G  J O B S  THAT SHOULD B E  

GOING TO D E S E R V IN G  AND Q U A L I F I E D  A L A S K A N S .

T H E  B I L L  SPO N SO R ED  B Y  R E P .  BOUCHER T H I S  Y E A R ,  HB 4 6 6 ,  GOES INTO 

MUCH MORE D E T A I L  S P E L L I N G  OUT WAYS AND MEANS B Y  W HICH  MURE 

E V ID E N C E  CAN B E  C O L L E C T E D .  MORE IM P O R T A N T L Y , T H I S  B I L L  WAS 

D E S IG N E D  IN  SUCH A WAY THAT I T  A N T I C I P A T E D  TH E COURT D E C IS IO N  7N 

MANY W A Y S , AND THU S I T  S P E A K S  D I R E C T L Y  TO ALMOST E V E R Y  CONCERN 

THAT WAS M EN TIO N ED IN  L A S T  F R I D A Y ' S  COURT D E C I S I O N .

" T H E  COURT D E C I S I O N  B A S IC A L L Y  ST R U C K  DOWN A LAW THAT HAS S I N C E  

B E E N  CHAN GED, F I R S T  B Y  HB 2 9 4  L A S T  Y E A R ,  AND EV EN  MORE B Y  HB 4 6 6  

WHEN I T  I S  P M J E D  T H I S  Y E A R , "  O B S E R V E D  B O U C H ER . " F A R  FROM B E IN G  

D E A L T  A C R I P P L I N G  BLO W , T H E  A LA SKA  H I R E  LAWS A R E  MOVING 

S U B S T A N T IA L L Y  C L O S E R  TO TH E DAY WHEN T H EY  W I L L  W IT H ST A N D  A 

C O N ST IT U T IO N A L  C H A L L E N G E ,  AND HB 4 6 6  W I L L  B E  AN IM PO RTA N T 

B U I L D I N G  BLO C K  IN  THAT P R O C E S S . "
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P.O. Box 100100 / Anchorage, Alaska 99510 / (907) 562-0100

Commissioner Jim Robison 
State of Alaska 
Department of Labor 
P.O. Box 1149 
Juneau, Alaska 99802

Dear Commissioner Robison:

On behalf of the Alliance, I want to thank you for joining us 
to discuss issues and initiatives relating to "local hire"; 
reauthorization of alternative methods of overtime 
compensation and the "good faith" defense amendment to Alaska 
labor law.

Although the Public Policy Committee of the Alliance has not 
yet had the opportunity to debate the issues raised in your 
presentation, some observations can be made within the scope 
of our adopted policy statements on the issues. Our members 
wil 1 be presented with a synopsis of the discussion and will 
be asked for input before we get back to you with any 
potential revisions to cur current position or new 
directions. As you know, our members feel strongly that an 
effective participatory process leading to state policy on 
these issues is essential. We want to work with whomever the 
Governor has tasked with the assignment and are prepared to 
provide substantive contributions to the development process. 
Your invitation for the Alliance to participate in the Title 
36 Resident Hire Committee might prove to be that avenue. We 
are anxious to learn more about it, so please do provide us 
with specifics on the group.

Meanwhile, we offer the following observations:

o We are concerned that the survey undertaken to 
delineate the scope of the "local hire" problem is both 
misdirected and flawed in its design;

o We are concerned that an incentive system to promote 
employment of Alaska residents is not under 
consideration;

o More basically, we are concerned that a broadly-based 
participatory process has not been established in order 
to define the problem, to recommend policy and to 
develop goals, objectives and strategies to resolve the 
problem.

August 30, 1985

A la sk a  S u p p o rt In d u stry A llia n ce
. . .  for responsible economic development
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SURVEY

You described the "local hire issue" as Governor Sheffiled's 
"highest priority". Yet you indicated that the survey had to 
be restricted in scope due to the unavailability of funds 
with which to conduct a more comprehensive survey of Alaska's 
industry. We believe that the Governor's highest priority 
ought to be able to garner sufficient support in the 
Legislature to be able to conduct a survey considered to be 
optimum in scope. Given the relatively modest cost required 
to conduct a comprehensive survey, we think the Governor has 
sufficient executive authority to allocate resources to the 
study from already appropriated funds.

Keying in on the oil industry and its support contractors due 
to the higher paying jobs available in those industries, 
plays into te hands of those who would fault the State onthe 
local hiie issue. As you know, employment opportunities for 
Alaskans are spread thorughout all industries in Alaska, 
perhaps none more so than government. Our research reveals 
that State government alone accounts for 18-20 percent of all 
payroll earnings in Alaska. When a conservative multiplier 
is applied, we find that an estimated 40-45 percent of 
Alaska's economy is driven by State government. More 
revealing is the total influence of government including 
military on the Alaska economy. Fully two-thirds of our 
payroll earnings is dependent on the economic stimulation 
attributable to the public sector. In reconstructing the 
survey as currently conceived, we must urge that all 
industries in Alaska and all levels of government be assessed 
as to employment opportunities and practices.

Going beyond the academic, we are persuaded that a survey of 
industry employment opportunities and practices will not 
define the essential problem which demands resolution, i.e. 
unemployed Alaskans. We are convinced that the very real 
social and economic problem demanding attention within the 
catch phrase of "local hire" is the Alaskan resident who is 
looking for work and can find none. Without dwelling on the 
societal distress generated by the unemployed, nothing can be 
of higher priority than actions to ameliorate this situation. 
And nothing can be more important than to immediately launch 
an all out effcrL to study the scope of the problem of 
unemployment in Alaska? to determine the extent of those 
unemployed due to the cyclical nature of their chosen field 
of work; to determine the extent of structural imbalances 
driving unemployment which may define needs for programs to 
retrain workers caught in that trap; to identify paths for 
industrial development initiatives within a comprehensive,
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statewide economic development program. This, we submit, is 
the direction required of studies by the State as we deal 
with the problem of "local hire".

INCENTIVES V_i. PENALTIES

You indicated that two members of the Senate have approached 
the administration with requests for assistance in devising 
an incentive system which would make attractive to employers 
in Alaska the employment of Alaska residents. On the other 
hand, there are those in the legislature who appear wedded to 
the "stick" approach to spurting employment of state
residents - an approach routinely found to be unconstitution­
al in our courts and one which is clearly counterproductive 
to establishing in Alaska a fertile environment designed to 
generate new and expanded business opportunities.

The Alliance strongly recommends that the Administration
embark on a reordered path designed to achieve employment of 
Alaskans; a path underpinned with incentives for employers to 
hire Alaskans and to promote the reality that "Alaskans are 
good business; hire them". After all, the spirit of 
independence, of self-sufficiency ^nd of self-motivation
prevades the Alaskan workforce unlike * other. An employer 
cannot put a better worker to work ? .n an Alaskan. Your 
department ought to advertise that fact; the Alliance is 
prepared to help.

PLANNING PROCESS

r'or several months now, the Governor has been on a campaign 
to achieve "local hire" in Alaska. Again, you have stressed 
that the issue is his highest priority. Yet, until you 
invited the Alliance to participate on the Title 36 Resident 
Hire Committee last week, Alliance members have not been 
asked to help in resolving the problem.

It is imperative that a truly participatory process be 
established around this priority of the Governor, tasked with 
the responsibility of defining the problem, recommending to 
the Governor policy options for dealing with it and, once he 
has selected a recommended option, setting goals, objectives 
and strategies designed to resolve the problem. Moreover, 
given the priority of the issue with the Governor, the task 
force must have sufficient author‘ty and resources available 
to it to achieve its defined goals expeditiously and 
promptly.

As we mentioned earlier, the Alliance is prepared to r<ay a 
major role in resolving the problem. We trust that tn*. se
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preliminary observations will be accepted in the constructive 
manner in which they are intended.

LABOR LAW MODIFICATIONS

Finally, we all were pleased to hear that your Department is 
prepared to pursue reauthorization of alternative methods for 
overtime compensation and authorization of a "good faith" 
defense in Alaska's lab' r law to a successful conclusion 
during the forthcoming session of the Legislature. As you 
know, the Alliance has worked with leaders of Alaska's key 
labor organizations and your Department to forge an 
acceptable compromise on the issue, resulting in Senator
Zharoff's introduction of the agreed to language in the late
part of the last session.

With your help, we all look forward to enactment of this 
important measure.

Once again, Commissioner, thank you for meeting with us and
for engaging our members and guests in productive dialogue.
I can only reiterate the sentiments echoed by the group, that 
the State Department of Labor, under your guidance, has been 
scrupulously evenhanded in dealing with these sensitive 
issues. You and your staff are to be commended.
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To: Rep. Red Boucher, Chair
House Special Committee on Telecommunications

From Dave Donley, Legislative Aide 
and Attorney at Law

Date January 16, 1986

Subject: Alaskan Resident Employment Preference Legislation:
HB 466

Unlike HB 294, which you sponsored and which became law in 1985, 
HB 466 goes beyond the limits imposed on the legislature last 
year by the existence of pending litigation in the Alaska Supreme 
Court (the Francis case).

HB 466 is designed to replace the current Alaska Hire law (AS 
36.10.0iC), which provides a preference to Alaska residents on 
public works projects for up to 95% of these jobs, should the 
current law be f t  und unconstitutional.

The bill incorporates guidance provided by judicial decisions 
since the current law was passed in 1983. It relies heavily on 
the criteria adopted by the U.S. Supreme Court in the Camden case 
and the Wyoming Supreme Court in its 1985 Antonich decision 
(upholding Wyoming's local hire 7 aw).

The key to the constitutionality of any resident preference 
legislation is the availability of proof that such a preference 
is reasonable. HB 466, unlike any previous legislation, makes 
the resident preferences provided contingent on the presence of 
factual circumstances constitutionally adequate to justify such 
preferences. This legislation for the first time bases resident 
employment preferences on factually established causes and needs.

The legislation adds additional findings of fact to those of 
1985's HB 294, and together they provide the necessary 
constitutional factual foundation. It makes clear that the 
intent of the legislature is to adopt the strongest law 
constitutionally possible, and says that the courts should not



reject the whole law if only one part of it is found 
unconstitutional.

This legislation is drafted in such a way that most of it's 
sections stand on their own and may be deleted, if found not to 
be necessary, without requiring changes in other sections.

The bill includes three types of employment preferences for 
residents, which for the first time provide alternative 
constitutional justifications for local hire. First, a statewide 
employment preference for residents is placed in effect when 
Alaska's unemployment rate exceeds the national average, and 
other justifying factors exist.

Secondly, regional employment preferences for local residents may 
also be involved in areas of Alaska suffering from economic 
distress. Thirdly, the bill also includes protections for 
Alaskans living in areas suffering from economic discrimination 
because of cultural and ethnic factors. These regional 
preferences will place qualified, economically needy members of a 
community, in which a public project takes place, first in line 
for at least a portion of those jobs.

These three preferences are contingent on the Commissioner of 
Labor finding, among other things, that employment of 
non-resident workers is a contributing cause of resident 
unemployment. If properly based in fact, this finding, together 
with other appropriate facts, should be sufficient to sustain a 
constitutional challenge based on the Privileges and Immunities 
clause of the U.S. Constitution (Article XIV, Section 1). That 
clause prohibits a state from enforcing any law that abridges the 
privileges or immunities of citizens of the United States, 
including the right to travel.

Preferences for residents over non-residents are constitutional 
only if 1) there is a substantial reason for the discrimination, 
2) the degree of discrimination bears a close relation to the 
reasons, and 3) non-residents can be shown "to constitute a 
peculiar source of the evil at which the statute is arrived," 
(United Building and Construction Trades Council v. Camden. 104 
Supreme Court 1020, 79 L. Ed 2d 249, 52 LW 4187 at 4191, 1984).
If the Commissioner of Labor bases his findings on factual 
information sufficient to meet this test, the preferences should 
withstand a constitutional challenge.

The employment preference for disadvantaged minority residents is 
the most difficult to constitutionally defend. In addition to 
challenges on Privilege and Immunities clause grounds, it may 
also be subject to Equal Protection Clause challenges. Its 
constitutionality will depend on the reasonableness of the group 
given preference and whether the remedy is appropriately tailored 
to address the problem the state is seeking to solve.



This legislation is drafted such that any of the three 
preferences, if not needed, may be deleted from the bill with no, 
or only slight, changes being necessarv. Depending > the final 
decision in the State Supreme Court Fz ncis case, su> fine 
tuning may or may not be advisable.
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Enclosed is a draft of the work order you requested. It 
raises several constitutional issues of which you should be 
aware.

The draft creates three new employment preferences. Sec. 
36.10.150 creates a preterence for residents of an under­
employed area. Sec. 36.10.160 creates a preference for 
residents of an economically distressed area, and sec. 
36.10.170 creates a preference for economically disad- 
v antaged minority resTdenTts. All "three preferences are 
implemented through the mechanism established in 
AS 36.10.180 and based on AS 36.10.010, All three also 
extend the preference for three years following a determina­
tion by the commissioner of labor that the area meets the 
necessary criteria.

The preferences in the three sections apply if the commis­
sioner finds, among other things, that employment of nonres­
ident workers is a contributing cause of the unemployment of 
residents. This finding may be sufficient to overcome a 
challenge to implementation of the preference based on the 
Privileges and~Immunities Clause which prohibits a state 
fromTenforcing any law that abridges the privileges or immu­
nities of citizens of the United States. Constitution of 
the United States, Article XIV, Section 1.

The United States Supreme Court permits statutes that 
discriminate against nonresidents uo stand only when there 
is a substantial reason for the discrimination, the degree 
of discrimination bears a close relation to the reasons, and
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if nonresidents are shown to "constitute a peculiar source 
of the evil at which the statute is aimed." United Building 
and Construction Trades Council v. Camden, 104 S.Ct. 1020,
79 L.Ed. 2d 249, 52 LW 4187 at 4191 (1984), (citations omit­
ted) . If the factual information used by the commissioner 
of labor to impose a prererence under this chapter meets ~ 
this test, then the preference should withstand a challenge.

The preference for minority residents under AS 36.10.170 may 
also raise equal protection challenges based on the reas ->n- 
ableness of the group given preference and whether the remedy 
is appropriately tailored to the problem the state is seek­
ing to solve.

If I may be of further assistance, please advise.

T C :mkr 
M2:002

Enclosure



I n t r o d u c e d :  3 / 1 5 / 8 5
R e f e r r e d :  L a b o r  & C o m m e r c e ,
J u d i c i a r y  a n d  F i n a n c e

B Y  B O U C H E R ,  D A V I S ,  H U R L E Y ,  S U N D ,  K O P O N E N ,  
G O L L ,  C A T O ,  C L O C K S I N ,  C O T T E N ,  D U N C A N ,  
F R A N K ,  G R U E N B E R G ,  G R U S S E N D O R F ,  H A N L E Y ,  
J E N K I N S ,  L A R S O N ,  M . M .  M I L L E R ,  N A V A R R E ,  
P E A R C E ,  P I G N A L B E R I ,  P O U R C H O T ,  S H U L T Z ,  
S Z Y M A N S K I ,  T A Y L O R ,  T H O M P S O N ,  U E H L I N G , 
M A R T I N ,  B I N K L E Y ,  C O L L I N S ,  M A R R O U ,  A D A M S ,

1 I N  T H E  H O U S E  P E T T Y J O H N ,  M .W .  M I L L E R  A N D  P H I L L I P S

2 H O U S E  B I L L  N O .  294

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  p r e f e r e n t i a l  h i r e  o f  A l a s k a n s ;

7 a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

8 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A :

9 *  S e c t i o n  1 .  A S  3 6 .1 0  i s  a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  t o  r e a d :

10 S e c .  3 6 . 1 0 . 0 0 5 .  L E G I S L A T I V E  F I N D I N G S .  ( a )  T h e  l e g i s l a t u r e

11 f i n d s  t h a t

12 ( 1 )  b e c a u s e  o f  i t s  u n i q u e  c l i m a t e  a n d  i t s  d i s t a n c e  f r o m  t h e

13 c o n t i g u o u s  s t a t e s ,  t h e  s t a t e  h a s  h i s t o r i c a l l y  s u f f e r e d  f r o m  u n i q u e

14 s o c i a l ,  s e a s o n a l ,  g e o g r a p h i c ,  a n d  e c o n o m i c  c o n d i t i o n s  t h a t  r e s u l t  i n

15 a n  u n s t a b l e  e c o n o m y ;

16 ( 2 )  t h e  u n s t a b l e  e c o n o m y  i s  a  h a r d s h i p  o n  t h e  r e s i d e n t s  o f

17 t h e  s t a t e  a n d  i s  a g g r a v a t e d  b y  t h e  l a r g e  n u m b e r s  o f  s e a s o n a l  a n d

18 t r a n s i e n t  n o n r e s i d e n t  w o r k e r s ;

19 ( 3 )  t h e  r a t e  o f  u n e m p l o y m e n t  am ong r e s i d t n t s  o f  t h e  s t a t e

20 i s  o n e  o f  t h e  h i g h e s t  i n  t h e  n a t i o n ;

21 ( 4 )  t h e  s t a t e  h a s  o n e  o f  t h e  h . ' g h e s t  r a t i o s  o f  n o n r e s i d e n t

22 t o  r e s i d e n t  w o r k e r s  i n  t h e  n a t i o n ;

23 ( 5 )  t h e  s t a t e  h a s  a  c o m p e l l i n g  i n t e r e s t  i n  r e d u c i n g  t h e

24 l e v e l  o f  u n e m p l o y m e n t  am on g  i t s  r e s i d e n t s ;

25 ( 6 )  t h e  c o n s t r u c t i o n  i n d u s t r y  i n  t h e  s t a t e  a c c o u n t s  f o r  a

26 s u b s t a n t i a l  p e r c e n t a g e  o f  t h e  a v a i l a b l e  e m p l o y m e n t ;

27 ( 7 )  c o n s t r u c t i o n  w o r k e r s  r e c e i v e  a g r e a t e r  p e r c e n t a g e  o f

28 a l l  u n e m p l o y m e n t  b e n e f i t s  p a i d  b y  t h e  s t a t e  t h a n  i s  t y p i c a l  o f  o t h e r

29 s t a t e s ;

-1- HB 294



1 (8 )  h i s t o r i c a l l y ,  t h e  r a t e  o f  u n e m p l o y m e n t  i n  t h e  c o n s t r u c -

2 t i o n  i n d u s t r y  i n  t h e  s t a t e  i s  h i g h e r  t h a n  t h e  r a t e  c f  u n e m p l o y m e n t  i n

3 o t h e r  i n d u s t r i e s  i n  t h e  s t a t e ;

4 (9 )  i t  i s  a p p r o p r i a t e  f o r  t h e  s t a t e  t o  c o n s i d e r  t h e  w e l f a r e

,5  o f  i t s  r e s i d e n t s  w h e n  i t  f u n d s  c o n s t r u c t i o n  a c t i v i t y ;

6 (1 0 )  i t  i s  i n  t h e  p u b l i c  i n t e r e s t  f o r  t h e  s t a t e  t o  a l l o c a t e

7 p u b l i c  f u n d s  f o r  c a p i t a l  p r o j e c t s  i n  o r d e r  t o  r e d u c e  u n e m p l o y m e n t

8 am ong  i t s  r e s i d e n t  c o n s t r u c t i o n  w o r k e r s ;

9 (1 1 )  i n - m i g r a t i o n  o f  n o n r e s i d e n t  c o n s t r u c t i o n  w o r k e r s  c o n -

10 t r i b u t e s  t o  o r  c a u s e s  K . a  h i g h  u n e m p l o y m e n t  r a t e  am ong r e s i d e n t  c o n -

11 s t r u c t i o n  w o r k e r s  b e c a u s e  n o n r e s i d e n t  w o r k e r s  c o m p e t e  w i t h  r e s i d e n t s

12 f o r  t h e  l i m i t e d  n u m b e r  o f  a v a i l a b l e  c o n s t r u c t i o n  j o b s ;

13 (1 2 )  n o n r e s i d e n t  w o r k e r s  d i s p l a c e  a s u b s t a n t i a l  n u m b e r  o f

14 q u a l i f i e d ,  a v a i l a b l e ,  a n d  u n e m p l o y e d  A l a s k a  w o r k e r s  on  j o b s  o n  s t a t e

15 f u n d e d  p u b l i c  w o r k s  p r o j e c t s ;

16 (1 3 )  t h e  s t a t e  h a s  a  s p e c i a l  i n t e r e s t  i n  s e e i n g  t h a t  t h e

17 b e n e f i t s  o f  s t a t e  c o n s t r u c t i o n  s p e n d i n g  a c c r u e  t o  i t s  r e s i d e n t s ;

18 (1 4 )  t h e  n a t u r a l  r e s o u r c e s  o f  l a n d  o w n e d  h y  t h e  s t a t e  L e l o n g

15 t o  t h e  c i t i z e n s  o f  t h e  s t a t e ;

20 (1 5 )  A l a s k a n s  h a v e  c h o s e n  t o  u s e  t h e  m a j o r i t y  o f  t h e  r o ' - -

21 a l t i e s  d e r i v e d  f r o m  t h e  s t a t e ' s  n a t u r a l  r e s o u r c e s  t o  f u n d  s t a t e  g o v -

22 e r n m e n t ;

23 (1 6 )  t h e  v a s t  m a j o r i t y  o f  t h e  s t a t e ' s  r e v e n u e  i s  d e r i v e d

24 f r o m  t h e s e  r o y a l t i e s  r a t h e r  t h a n  f r o m  o t h e r  f o r m s  o f  t a x a t i o n ;

25 (1 7 )  b e c a u s e  t h e  s t a t e  h a s  n o  p e r s o n a l  i n c o m e  t a x  o r  s a l e s

26 t a x ,  n o n r e s i d e n t  w o r k e r s  u s e  s e r v i c e s  p r o v i d e d  D y  t h e  s t a t e  b u t  d o  n o t

27 c o n t r i b u t e  f a i r l y  t o  t h e  c o s t s  o f  t h o s e  s e r v i c e s ;  a n d

28 (1 8 )  A l a s k a n s ,  m o r e  t h a n  t h e  r e s i d e n t s  o f  o t h e r  s t a t e s ,

29 s u f f e r  e c o n o m i c a l l y  w h e n  n o n r e s i d e n t s  d i s p l a c e  q u a l i f i e d  r e s i d e n t s
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s i n c e  r e s i d e n t  w o r k e r s  c o n t r i b u t e  l o c a l  t a x e s  a s  w e l l  a s  t h e i r  s h a r e  

o f  t h e  r o y a l t i e s  f r o m  n a t u r a l  r e s o u r c e s .

( b )  T h e  l e g i s l a t u r e  f u r t h e r  f i n d s  t h a t

( 1 )  t h e  s t a t e  a n d  i t s  p o l i t i c a l  s u b d i v i s i o n s ,  w h e n  a c t i n g  

a s  a  m a r k e t  p a r t i c i p a n t  i n  f u n d i n g  p u b l i c  w o r k s  p r o j e c t s ,  s h o u l d  g i v e  

A l a s k a  r e s i d e n t s  a n  e m p l o y m e n t  p r e f e r e n c e  t o  p r o m o t e  a  m o r e  s t a b l e  

e c o n o m y ;

( 2 )  t h e  s t a t e  a n d  i t s  p o l i t i c a l  s u b d i v i s i o n s  h a v e  a  d u t y  o f  

l o y a l t y  t o  t h e i r  c i t i z e n s  a n d  s h o u l d  f u l f i l l  t h i s  d u c y  b y  g i v i n g  r e s i -  

d e n t s  p r e f e r e n c e  f o r  e m p l o y m e n t  o n  p u b l i c  w o r k s  p r o j e c t s  t h e y  f u n d ;

( 3 )  t h e r e  i s  a  l e g i t i m a t e  a n d  c o m p e l l i n g  g o v e r n m e n t a l  

i n t e r e s t  a n d  t h a t  t h e  p u b l i c  h e a l t h  a n d  w e l f a r e  w i l l  s u f f e r  i f  s t a t e  

r e s i d e n t s  a r e  n o t  a f f o r d e d  e m p l o y m e n t  p r e f e r e n c e  i n  s t a t e - f u n d e d  

c o n s t r u c t i o n - r e l a t e d  w o r k .

S e c .  3 6 . 1 0 . 0 0 6 .  S T A T E M E N T  O F  P U R P O S E .  T h e  l e g i s l a t u r e  a d o p t e d  

A S  3 6 .1 0 .0 1 0  i n  r e s p o n s e  t o  p r o b l e m s  a n d  c o n c e r n s  i d e n t i f i e d  b y  t h e  

f i n d i n g s  o f  f a c t s  i n  A S  36 1 0 .0 0 5  t o

( 1 )  e n s u r e  t h a t  q u a l i f i e d  r e s i d e n t  w o r k e r s  d o  n o t  r e m a i n

u n e  . . p l o y e d  w h i l e  n o n r e s i d e n t  w o r k e r s  a r e  e m p l o y e d  o n  c o n s t r u c t i o n  

p r o j e c t s  f u n d e d  b y  t h e  s t a t e  o r  a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e  

i f  t h e  p u r p o s e  o f  t h e  p r o j e c t  i n c l u d e s  r e d u c i n g  t h e  u n e m p l o y m e n t  o f  

r e s i d e n t s ;

( 2 )  e n s u r e  t h a t  q u a l i f i e d  r e s i d e n t  w o r k e r s  d o  n o t  r e m a i n

u n e m p l o y e d  w h i l e  n o n r e s i d e n t  w o r k e r s  a r e  e m p l o y e d  o n  c o n s t r u c t i o n  

p r o j e c t s  f u n d e d  b y  t h e  s t a t e  o r  a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e ;

( 3 )  r e d u c e  t h e  l e v e l  o f  u n e m p l o y m e n t  am ong  r e s i d e n t s  o f  t h e

s t a t e .

S e c .  3 6 . 1 0 . 0 0 7 .  S T A T E  P O L I C Y .  I t  i s  t h e  p o l i c y  o f  t h i s  s t a t e

t h a t ,  t o  f u l f i l l  t h e  d u t y  o f  l o y a l t y  o w e d  t o  i t s  t i z e n s  a n d  t o

-3- HB 294



1 r e m e d y  s o c i a l  o r  e c o n o m i c  p r o b l e m s ,  t h e  s t a t e  w i l l  g r a n t  a n  e m p l o y m e n t

2 p r e f e r e n c e  t o  r e s i d e n t s  w h e n  t h e  s t a t e  i s  a c t i n g  a s  a  m a r k e t  p a r t i c i -

3 p a n t .

4 *  S e c .  2 .  S e c t i o n  1 o f  t h i s  A c t  i s  r e t r o a c t i v e  t o  J u l y  1 6 ,  19 8 3 .

5 •• S e c .  3 .  T h i s  A c t  t a k e s  ( e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1 . -

6 1 0 . 0 7 0 ( c ) .

HB 294 - 4 -
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HIGHLIGHTS OF BRIEFING 
NONRESIDENTS WORKING IN ALASKA

At least 16,000 nonresidents were working in every month of 1984 (page 46) 
At least 19,000 residents were unemployed in every month of 1984 (page 26) 
71,000 nonresidents earned about $677 million (pages 6, 12,16)

INDUSTRIES WITH THE HIGHEST NONRESIDENT WAGES (pages 8-12)

1. Heavy construction $105,154,362
2. Oil and Gas mining 71,585,450
3. Food processing 58,079,179
4. Special trades 51,095,513
5. Building construction 45,438,783

INDUSTRIES WITH THE HIGHEST PERCENTAGE OF NONRESIDENT WAGES (pages 8-12)

1. Food processing 53%
2. Nonclassifiable 31%
3. Heavy construction 29%
4. Miscellaneous repair 29%

INDUSTRIES WITH THE HIGHEST NUMBERS OF NONRESIDENT WORKERS (pages 13-16)

1. Food processing 12,068
2. Eating and drinking places 7,473
3. Special trades construction ' 4,572
4. Heavy construction. 4,094
5. Business services ' 3,990
6. Building construction 3,976

NONRESIDENT VERSUS RESIDENT EARNINGS AL> EMPLOYEES

Nonresidents averaged 48% as much annual earning as residents (pages 17-19)
Non residents worked in significantly fewer quarters than residents (pages 6-7) 
Nonresidents were more than three times as likely as residents to work in only one 
quarter.
Nonresidents were only about one-fifth as likely as nonresidents to work in all 
four quarters.

AREAS WITH THE HIGHEST PERCENTAGE OF NONRESIDENT WORKERS AND WAGES (pages 20-25)

Bristol Bay Borough 
Aleutian Islands 
Dillingham 
North Slope Borough

Footnotes

1) Such as plumbing, heating, painting, electrical, insulation, flooring, 
roofing, and excavating.

2) Such as advertising, consumer credit, commercial art, word processing, 
building cleaning, temporary help, data processing, consulting, leasing, 
commercial testing, and other miscellaneous services to business.



AREAS WITH THE HIGHEST TOTAL NONRESIDENT EARNINGS (pages 20-25)

Anchorage
Fairbanks
North Slope Borough 
Kenai Borough

UNEMPLOYMENT

Alaska had the fifth highest unemployment rate of all states in 1984 (page 40)

More th?n $20 million in unemployment benefits was paid to nonresidents in 1984 
(page 44)

Alaska had the highest percentage of interstate liable unemployment payments of
the states (page 46)

WORKERS ON STATE FUNDED CONSTRUCTION (page 52)

11,800 worked on public construction projects at some time during 1984.
18.3% of all construction wages were paid to workers on State funded 
construction

NONRESIDENTS EMPLOYED IN CONSTRUCTION

Total construction 29%
State funded construction 17.9%
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D a v id  A r t h u r  D o n l e y
ATTO R N E Y  AT LAW  

1303 W EST 43rd A V JN U E  

AN C H O R AG E . A L A S K A  99503 

19071 561 8234

M E M O R A N D U M  

DATE: January 27, 1986

TO: Representative H.A. "Red" Boucher

FROM: Dave Donley, Attorney at Law

SUBJECT: HB 466 (a bill creating an Alaskan worker employment
preference) and the effect of the recent Alaska Supreme Court 
decision on Alaska Hire (Francis v. Robinson)

GENERAL COMMENTS

ANALYSIS CF THE IMPACT OF FRANCIS V .  ROBISON ON HB 466

I. The Supreme Court accepted without comment the Superior Court's 
findings of fact.

A. Testimony on HB 294 (1985) and HCR 20 (1985) clearly
contridicts these 19C4 findings by the Superior Court.

B. The decision ingores existence of HB 294 —  makes no comment 
at all on its significance and effect or lack of it.

C. HB 294's backup and the recent DOL study appear to provide 
part of the factual basis the court says is necessary in the 
Francis decision. Additional findings based on evidence of 
social ills caused by resident unemploymer z need to be included 
in HB 466.

D. Additionally HB 466 adds new findings (page 1, sec. 2) which 
are designed to assist and guide the Commissioner of Labor and 
reviewing courts in making future fact findings.

E. Sec. 2 of HB 4 66 also helps identify the special employment 
problems of rural Alaska.

II. Resident preference law must have a substantial reason which
justifies it.



A. Reason for any state mandated employment preference for 
residents can not be only to provide an economic advantage for 
residents over non-residents. Reason must be to correct a social 
ill or ills that result from resident unemployment.

B. Francis decision requires "some showing that nonresidents are 
'a peculiar source of evil1 which state action is meant to remedy," 
and the Supreme Court finds this 'findings of fact' evidence 
lacking in the Superior Court.

C. The Supreme Court uses "clearly erroneous" standard for review 
of facts established by Superior Court. This very high standard 
prevented modification of these fact findings which, given newly 
available data, appear very erroneous.

D. HB 466 incorporates the "peculiar source of evil" standard as 
a threshold finding that must be made by Commissioner of Labor 
before any preference for residents goes into effect.

E. The new DOL study, HB 294 (1985) , new findings of fact in HB 
466 (sec.2), together with evidence of resulting social ills from 
resident unemployment, will create a new constitutional fact basis 
for the resident employment preference in HB 466.

F. Legislative public hearings are needed to carefully document 
evidence by testimony of specific examples of non-residents 
displacing residents and resulting social ills.

III. The means employed by the challenged statute must be closely 
related to the interests served by the statute.

A. In deciding whether discrimination bears a close or 
substantial relationship to the state's objective . . . the 
availability of less restrictive means is relevant.

B. This means the justification for legislation must not be just 
to give Alaskans jobs before outsiders. The reason for legislation 
must be something else other than to benefit residents 
economically.

C. The U.S. Supreme Court, in it'r? Camden recognized one possible 
justification for resident employment preference is to stave off 
grave economic and social ills.

D. High unemployment alone is not enough: HB 4 66 answers this 
issue through findings of fact (seo. 2) but possibly needs 
strenthening to address the strong emphasis on this concern by the 
court by making clear that the purpose of the legislation is to 
address articulated economic or social ill(s).

E. "Closely related'1 means the State needs to limit preference to 
those Alaskans who really need it.



F. 113 466 does limits preference by requiring those Alaskans who 
desire the preference to register as unemployed, underemployed or 
as recently completing job training. HB 466 also adopts a method 
to target unemployment preference to those geographical areas and 
social groups who need it the most: preference for residents of
economically distressed areas; and preference for economically 
disadvantaged minority residents.

IV. Market Regulator vs. Market Participant Distinction

A. More leeway is granted states ir their perception of "local 
evils and in prescribing appropriate cures" when they are 
acting in a proprietary capacity, as where it is merely 
setting conditions on the expenditures of funds it controls.

B. The Alaska Supreme Court in Francis adopts a sliding scale as 
to amount of deference appropriate to the state as a market 
participant little deference is appropriate when state action 
(discrimination against non-residents) is far reaching and 
greater deference is appropriate when state action is narrow 
in focus.

C. This implies that percentages or scope of preference may be 
important. HB 466 handles this by incorporating Rep. 
Gruenberg's proposal for a "judical decisions effect" savings 
clause.

D. This distinction also implies that it is important to separate 
contracts where there the state is a signatory vs. others. HB 
466 does this by including a separate severable section to 
cover expenditures by grantees and subcontractors.

V. Level of Scrutiny: "Low, intermediate and high"

An "intermediate level" of scrutiny is adopted under the facts 
found by the Superior Court. At this intermediate level of 
scrutiny classification/discrimination in favor of residents 
may be made only for "important" purposes and the means used to 
accomplish them must be "fairly and substantially related" to 
achievement of those purposes.

VI. Miscellaneous

A. Distinguishes the U.S. Supreme Court's Camden decision —  
Alaska economy growing while New Jersey's was not.

B. Disagrees with Wyoming's Supreme Court's An+-qnich decision
reasoning which upheld Wyoming's resident p. eference law.

C. The Court says Alaskan unemployment is a rural and not an
urban problem (HB 466 takes this into account in economic
distressed area preference and disadvantaged minority 
preference.)



VII.’ The Concurring Opinion by Justice Burke

A. Justice Burke's solo concurring opinion cites the Alaska 
Constitution, Art. I, Sec. 1: "that all persons are equal 
and entitled to equal rights, opportunities, and protection 
under the law" as prohibiting a resident employment 
preference.

B. I necessary an amendment to the Alaskan Constitution can be
designed to answer their concern.

CONCLUSIONS

1) The Francis case decision offers some guidance to preparation 
of a new Alaska Hire law but not directly —  it must be carefully 
extracted from implication, logic and reasoning.

2) HB 466 already directly addresses almost every fault the court
found with the old law. With some careful fine tuning, HB 466 can
cover every concern of the court except that raised by the 
concurring opinion regarding the Alaska Constitution.

3) A careful legislative process is needed to do this form of 
legislation correctly. Findings of fact must be substantiated on 
the record by testimony and/or evidence.

4) Additional severable sections may be added to HB 4 66 to cover 
jobs on state-owned lands based on the courts reasoning.
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House Labor & Commerce Committee Hearing HB 466 

Soldotna, Alaska February 6 , 1986

I am Joan Bennett Schrader, P.O. Box 1264, Kenai and a resident 

of this Borough,. I am a member of Teamsters Local 959.

Page 2, lines 10-12 (#2)

"the ratio between applicants for unemployment compensation who 

did not apply for, or, who were denied a permenent fund dividend 

to those applicants who were found eligable for a dividend."

I support this as a reliable indicator of residency. T h e  

permenent fund application approval is a careful, legal method 

of determining who is qualified. It further may punish anyone 

who fraudently appliesVWid accepts the permenent fund cheque.

Page 2, lines 1^-16

"the actual rate of unemployment among residents of the state is 

considerably higher then is reflected by unemployment rates based 

on nationally accepted measures."

Example; In November 1985 the Kenai Peninsula Borough h a d  a 

14.7$ unemployment rate. I have been unemployed since February, 

1985. In September, 1985, my extended benifits were pulled,

(mine along with many other Alaskan's) Because I no longer was 

qualified for an extended benifit cheque I was no .longer listed 

as unemployed and seeking work. Weekly, or monthly written 

notification to the employment office and or weekly or monthly 

physical visits to the employment office would not get me back 

on their list as unemployed. The October rate of unemployed on 

the Kenai Peninsula Borough will not find me listed. Nor will

you find me in the November 14.7$ unemployed. I am not counted



during December when the Kf'-'ai Peninsula Borough had 16.5$ un­

employed. I should now be counted as the employment office in 

Kenai notified me in January to re-sign for extended benifits.

Why was I one of the m a n y  workers in this State who were not 

counted as unemployed in part of September, all of October,

November and December? I don't know, do you?

We were out of work; w i l l i n g  to work; able to work but were not

considered unemployed. Who !s trying to fool who?

The Salvation Army does not publically comment at hearings. The

following figures are f r o m  Lt. John Ptack, Salvation Army, P.O.

Box 5024, Kenai, Alaska 99611.

People seeking shelter (emergency) from the churches, etc. on 

the central area of the Kenai Peninsula Borough in FY 84-85.

Out of 800 applications

562 (7C$) were local residents

164 (21$) were Alaska state residents

V?4 ( 9$) were out of state residents

These figures are documented by "Concerned Citizens for the Central 

Peninsula", an Ad Hoc gro u p  of various churches, the Salvation Army, 

Viet Nam Vetrans and concerned commu. ity members. There is no 

public shelter in this area. Neither the Kenai Peninsula Borough

nor the cities of Kenai o r  Soldotna have social service programs to

assist down and out people. The need is desperate and growing. 

Unemployed people must sleep on the floors of churches w h e n  possible 

and women and children at the Battered Women's Shelter w h e n  possible.

L &  C Hearing HB 466

2/6/86 page 2



Lt. Ptack states there has been a 50% increase in requests for 

emergency shelter in 1 9 8 5 and the projection for 1986 is even 

higher. People with jobs rent or own houses. Unemployed people 

must ask for assistance.

The Dep artment of Public Assistance has a schedule of 3 weeks 

wait for a appointment for aid interviews in Homer. In Kenai/ 

Soldotna it is 2 and 1/2 weeks. This interview only tells you 

if you qualify for public assistance. The Kenai Peninsula 

Borough has approximately 40,000 population. The open case-load 

at the public ass..stance office is 1650 cases. I have no way of 

knowing howmany are involved in each case that is open. Those 

figures would be available to you, as a serving department of 

the government. Because of confidentuality community members 

must estimate. If each open case involves 2 adults and 2 children 

then we take 1650 and multiply by 4 and come up with 660 0 residents 
of this Borough who are in need of aid. If my figures are correct 

that is over 17% of our population. I have no figures for the 

amount of applications that have been denied aid.

The Department of Health and Social Services, Division of Family 

and Youth Services are able to document the negative effects of 

loss of employment on families, and individuals.

There are two docks projected for the Kenai Peninsula Borough.

One, across from Kenai at Granite Point, is the coal dock. The 

other at Bradley Lake. I hope that these docks will use local 

men and materials, unlike the Ketchikan drydock that is joint 

ventured by Alaska Bridge and Dock of Anchorage and Samsung of 

Korea. The Ketchikan drydock will be built in Korea and barged to 

Ketchikan for installation. If every dollar invested in a community 

multiplies 5 - 7  times, then you can see the haemorrhaging loss 

Ketchikan and Alaska are taking on that drydock contract.

L & C  Hearing HB 466

2/6/86 page 3



On "SOUND OFF" a radio call in show on K.S.R.M. today, February 

6 , Sen. Mitch Abood, District G, and chairman of the State Affairs 

Committee, commented on Subsistance via telephone. Sen Abood 

then spoke fleetingly about local hire. Sen. Abood felt the oil 

companies were being mistreated. He spoke of his cabin in the 

Soldotna area and wished he could move down here to live, but he 

would need to be able to earn his living, in this area. I commis­

erate with Sen. Abood and can understand his perplexity. It is 

hard to earn a living here, many of us have that problem. I request 

the Labor & Commerce Committee send Sen. Abood a transscript of 

these hearings on resident local hire. It might make him less 

sensitive to the Oil companies and more sensitive to the working 

people of Alaska; especially those of us who are unemployed.

I support HB466 as a first step in your effort tb stabilize our 

communities. We must start somewhere. Contract workers being 

brought into the canneries, out of state workers landing jobs in 

place of local workers and construction money pouring into foreign 

naticns to Add to our national deficit only weaken this nation more. 

The Constitution of the United States of America does not mandate 

the State of Alaska or the Congress of the United States to ignore 

rights and needs of the governed.

Thank you, this ends my testimony.

L & C  Hearing HB 466

2/6/86 page 4
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UNITED BROTH ER H OO D OF CARPENTERS AND JOINERS OF AMERICA LOCAL UNION # £162 
P.O. Box 967 (Suite £04 T o n y ’s Building) Kodiak AK 93615 (307) 4Q6-3331

0 £ - 1 2 - 8 6

iO: Jim Robison, Commissioner 
Department of Labor 
P.O. Box 1149 
Juneau AK 99802

RE: Local Hire Legislation

Dear Sir:

I have been following the Teleconference Hearings on HB 466 with great 
interest. The major question I have concerns S e c . 36.10.140, which is also 
e s sentially the same in SB 367.

In short, what exactly are the "resident requirements" for registration 
with the Department of Labor?

I was elighted to see that r eg is tration with a local hiring hall is also
permitted, however there are variances on a craft by craft basis as to
what a resident actually is.

For example. Carpenters South of 63 Degrees North - Article 3 Sec (E) -
define a resident as one who has "maintained a d omicile in this
jurisdictional area for not less than six (6) months prior to r e f e r r a l ".
In addition, Article 4 Sec (B) defines "geographic area priority of hire" 
which provides For 75"/ of those called to work on any given project to be 
residents as defined previously.

U nf or tunately I would have questions as to the validity of such a 
requirement should it ever be challenged in spite of the fact that
e veryone concerned has agreed ^o this as a definition and a ratio to be
m aintained on any given project.

The aim and purpose of such definitions is two fold: to afford a certain
protection to a resident of the State over a qualified applicant from out 
of state; (as in the keeping of A, B, and C Lists) and also for a resident 
of a particular locality over a qualified applicant from another region 
within the State.

Without some similar and quite particular guidelines set forth by the 
Department of Labor - that would necessarily fly in court - some problems 
could be anticipated in the future. For example, would there be any 
diffe re nc e in someone registering in Kodiak who is from Montana as 
compared to Sitka, or would both individuals be in the same boat with such 
things as domicile or voter re gi stration as equal conditions to be met?

Perhaps it was never the intention of any of the forms of local hire 
legislation considered so far to broach the subject of distinctions 
between "in state" and "out of state", but rather merely to address the



que st io n concerning a particular locality. This is a question which needs 
to be addressed as it is one of great concern to at least the members of 
the c o ns tr uc ti on  industry.

0 co nc re t e example would be if I were to clear into the hiring hall in 
June au  while maintaining a do mi ci le  in Kodiak, how could I compete against 
a cab over camper with Idaho plates and a G. D. or numbered P. 0. Box
which would seem to indicate Juneau residency?

Thus, as I understand t hings at present, the Department of Labor has or 
will set up procedures and qualifications for "resident registration" 
which will function as a caveat to these bills under consideration, and 
there remains a real concern among individuals as well as Organised I abor 
as to exactly what this would entail.

This concern revolves around the question of whether this is really the 
legislation which will best speak to the issue, or perhaps backfire 
s o mewhere down the road. In order to truly examir^ these bills and
participate in the d emocratic process, a clear delineation of this
"resident registration" procedure would seem a very basic place to start.

Your timely response will be appreciated in order that things might not 
progress at too great a rate within the Legislature prior to a
c o n s id e ra ti on  and addressing of these concerns.

Sincerely

W. Bruce Finke 
Business Representative

cc: Bill Sheffield, Governor

Fred Zharoff, Chairman 
Senate Labor and Commerce

Mike Navarre, Chairman 
H ouse Labor and Commerce
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