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STATE OF ALASKA Dill Version:  SA/SZ.
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Component: Personnel
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FISCAL NOTE RiIII Version: IS 2-

STATE OF ALASKA B (S) Publish Date: 'j 1*7f*
1995 LEGISLATIVE SESSION W
Revision Date: o _ Dept. Affected All Departments
Title: An Act relating to geographic ditterentials... .BRU:

_ Component;
Sponsor: Rules Committer by Rcque-.t of the Governor
Requester: COMPONENT SERIAL NO.
Expcnditufos/Rcvenuos (Thousands of Dollars)

OPERATING EXPENDITURES FY 96 FY 97 FY 98 Fi 99 FY 00 FY 01
PERSONAL SERVICES e M.218.21 1121820 Q7182 121820 11718 2)
TRAVEL
contractual
SUPPLIES
EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 00 It218.2) 1121821 u21821 ft.213 201 11.218 2

CAPITAL EXPENDITURES
'CHANGE IN REVENUES 1 j

'FUND SOURCE iThousands ot Dortjrsi

j1002 Federal Receipts

1003 GF Match

‘1001 GF_ _ 1B21 1 (871 1 R2L t) <8:i in (821 U
1005 GFIPT’(\)/IgHtm Recelpts

1000 GF MMTIA _

Other «I7 i (397 If 197 1) 97 11 1397 )

TOTAL 00 It21820 It21820 M21820 It218 20 It 218 21
Estimate ol any cm*rot ye»/ IFY95] cost: 1

POSITIONS
FULL TIME 1 1 '

PART-TIME !
TEMPORARY | i 1

ANALYSIS “facn a separate page * necessaryl

This icg s'at'on u expected to result >n s-gnihcant savings in personal services coils for exempt and partially
e>empt positions beginning m FY 97. Although most positrons affected by ih.s eg*slation w*a have a decrease
en salary. J sma™ number of positions vnll receive an increase beginning in FY 96 It is expected that those
increases vnil be morn than offset bv freeing salaries of overcompensated posd-ons. thus avoiding the cost
increase that tvouid have ocurred as a result of normal step advancements
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FISCAL NOTE

STATE OF ALASKA BILL NO. SB 152 (FIN)
19% LEGISLATIVE SESSION
Revision Date: DeBt. Affected” All Department!
Title: An Act refating to geographic riucrcntials... |BRU: _

Component:
Sponsor:
Requester: COMPONENT SERIAL NO.

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 100 . FYO! FY 02
PERSONAL SERVICES 1907 1) lor,? i 1962.1) 1962.11
TRAVa
CONTRACTUAL
SUPPLIES
EQUIPMENT

LANO & STRUCTURES
GRANTS. CLAIMS

FHAL OPERATING 00 00 gegry  M2n (21 (C2 1
1 CAPITAL EXPENDITURES y 1 ! (. 1 1 |
ICHANGE IN REVENUES 1 1 | | 1 | | | 1
FUND SOURCE (Thousands ol Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF 1688 2 (688 2) (688.71 (688 2\

1005 GF/Program Receipts

1037 GF/Mental Health

Qther <773 9! 273 91 1273-9; 5273 93
TOTAL 00 00 (962.1) 962 1) (962.1 962.1
Estimate ol ony curiam year (FY96l cost: ¢

POSITIONS
FULL TIME
PART-TIME
TEMPOHARV

ANALYSTS: (Attach a separate page if necessary)

This icO'Jiat'On is expected to rosult in significant savings in personal services costs for exempt and partially
exempt positions. Although most positions affocted by tfus legislation will have a docroaso m salary, a small
numbor of positions will receivo an mcreaso. This committee substitute reflects a base salary of 150.000 for
maVino differential calculations and a new offectivo dato. Adjustments are also made to employoes m Fairbanks
and Seattle.
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CS FOR SENATE BILL NO. 152fFLs, SC+rry 2*\]
IN THE LEGISLATURE OF THE STATE OF AL SKA a
NINETEENTH LEGISLATURE  SECOND SESSION
BY THE SENATE FINANCE COMMITTEE
OfTfrttl:
Rrfcrrtd:
Sponsors*): SENATE RULES COMMITTEE PY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
"An Act relating to geographic differentials for the salaries of certain state
employees who arc not members of a collective bargaining unit; relating lo
periodic salary surveys and preparation of an annual pay schedule regarding
certain slate employees: relating to certain slate aid calculations based on
geographic differentials for state employee salaries; and proriding for an effective

date."
BE IT ENACTED BY THE LEGISLATURE OK THE STATE OF ALASKA:

e Section |I. AS 22.15.220<b) ts amended to read:

Ib) Each magistrate shall receive annual compensation to be determined by the
supreme coon. Salary increases shall be determined on the basis of percentage of pay
increase die legislature provides for state employees in the classified service. The base
salary of a magistrate shall be increased by a percentage equal to three and one-half

percent times the number of step increase* provided under former AS 39 27 020 that

e CSSIl 132(HN)
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WORK DRAFT WORK DRAFT WORK DRAFT

1 a state employee would rccctve working in the same election district. A magistrate’s
ah annual compensation may be payable, at the option of the magistrate, either monthly
3 in 12 equal installments or semi-monthly in 24 equal installments.

4 e See. 2. AS 29.60.160(a) is amended to read:

S (a) Payments to a municipality or other eligible recipient under AS 29.60.110
6 * 29.60.130 shall reflect area cost-of-livmg differentials. Payments shall be based on
7 the sum of per capita, per mile, and per bed or facility grants A ¢ each municipality
8 or other recipient multiplied by the appropriate area cost-of-living differential. The
9 area cost-of-livmg differential for each recipient shall be determined [ANNUALLY BY
10 ELECTION DISTRICT) under the provisions of former,AS. 39.27.020 and former
1 AS 39.27.030. Application of the area cost-of-living differential may not result in
12 distribution of an amount less lhan the amount of the payment determined without
13 reference to application of this section.

14 e Sec. 3. AS 29.60.290(b) is amended to read:

15 (b) The area cost-of-living differential payable to each municipality under this
16 section shall be determined [ANNUALLY BY ELECTION DISTRICT) under the
17 provisions of former AS 39.27.020 and former AS 39 27.030. Except as provided
18 in AS 29.60 300. application of the area cost-of-living differential may not result :n a
19 payment that is less than the minimum payment determined under fa) of this section.
20 For purposes of this subsection, the election districts used arc ... u> Die
21 proclamation of rcapportionmcnt and rcdistricting of December 7. 1961. and retained
M] for the house of representatives by proclamation of the governor September 3. 1965.
23 e Sec. 4. AS 39.27 is amended by adding a new section to read:
24 Sec. 39 27021. PAY DIFFERENTIALS, (a) The following pay differentials
25 are approved as an amendment to the basic salary schedule in AS 39 27 0! [;
26 Geographic Area Percentage Above or Below
27 (Election Districts) Basic Salary Schedule
28 3.4 . and 7 - 28 0
29 . 2.5 6.and 29 « 33 5
30 34. 35. and 36 10
31 37*40 20

CSSB ISM IN) o
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' WO B erciitorbesics 0% CATRRBSS0/n eshA v Ap
2 (bj\A pay differential authorized by fa) of this sretion applies only to that part
3 of an employee’s base salary that docs not exceed $50,000 annually, prorated by pay
4 period.
S (c) For purposes of determining the differential provided under (a) of this
6 section, and notwithstanding (b) of ;his section, an appointing authority may increase
7 the salary on which the gcograp tie pay differential is computed by up to 20 percent
8 of the employee’s base sal.ny set out in AS 39.27.011 if
9 (1) the duty station for the position or job class is located in election
10 district 37. 38. 39. or 40;
n (2) the position or job class requires the employee to hold a license to
12 practice law under AS 08.08 or to practice medicine under AS 08.64; and
13 (3) the director certifies that recruitment or retention for the position
14 or job class in that election district is so difficult that the increase is essential to
15 recruitment or retention of employees in the position.
16 (d) The director may establish salary differentials for positions in foreign
17 countries or in states other lhan the State of Washington. If the director establishes
18 a salary differential under this subsection, the director shall adjust the differential as
19 necessary to maintain cquitahlc relationships between salaries for positions outside the
20 state and in the state.
21 (©) For purposes of (a) of this section, "election district" means an election
oo district designated in the governor's proclamation of rcappomonment and redistncting
23 applicable to the 1994 general election.
24 * See. 5. AS 39.27 is amended by adding a new section to read:
25 See. 39.27.031L COST-OFLIVING SURVEY. Subject to an appropriation for
26 this purpose, the director shall conduct a survey, at least every five years, to review
27 the pay differentials established in AS 39 27.021 The survey may address factors, as
28 determined by the director, that arc also relevant in review of state salary schedules,
29 entittement for beneficiaries of state programs, and payments for state service
30 providers. The survey must reflect the costs of living in various election districts of
31 the state, and Seattle. Washington, by using the cost of living in Anchorage as a base

3 CSSB I5<UN)
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e Sec. 6. AS 39.27.015 is amended to read:

See. 39.27.045. DEFINITION. In AS 39.27.021 - 39.27.031 [AS 39.27.030 -

39.27.040), "director" means the director of the division of personnel.
e See. 7. AS 39.35.675(d) is amended to read:

(d) In this section "cost-of-living differential” means an adjustment to salary
based on the cost of living in the geographic region where the employee works and
includes a pay step differential under former AS 39.27.020 or under AS 39.27.021.

e See. 8. AS 44.31.020 is amended to read:
Sec. 44.31.C/20. DLTIES OF DEPARTMENT. The Department of Labor shall
(1) enforce the laws, and adopt regulations under them concerning
cmploycr-cmploycc relationships, including the safety, hours of work, wages, and
conditions of workers, including children.
(2) accumulate, anrlyzc, and report labor statistics;
(3) operate systcna of workers’ compensation and unemployment
insurance; and
(4) ogather data reflecting the cost of living in the various election
districts of the state upon request of the director of personnel under AS 39.27.031
[AS 39 27.030 - 39.27 040).
e See. 9. AS 39 27.020. 39.27 030. 39 27,035. and 39.27.040 arc repealed.
eSee. 10. LIMITATION ON THE REDUCTION OF EMPLOYEE SALARIES. (& So
long as the employee remains in the same jcographic area, as defined in AS 39.27.021(a) and
tc). as enacted by see. 4 of this Act.
(1) the salary that an employee is receiving on June 30, 1996, may not be
reduced by application of a provision of this Act until July I. 1997;

(2) for the fiscal year beginning July |. 1997, the salary thrl an employee is

receiving on June 30. 1997, may not oc reduced by more than five percent as a result of the

application of a provision of this Act.

(b) If an employee moves to another geographic area after June 30. 1996. both the pay
Jiffcrential in AS 39 27.021(a). as amended by see. 4 of this Act. and the limitation on
applicable salary in AS 39.27.021(b), as amended by see. 4 of this Act. apply (0 (hat

rrnploycc's salary on the effective date ol the move.

SMI' 182«FIN)
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(c) Nothing in this Act prohibits a reduction in an employee's salary as a result of a
voluntary or involuntary demotion.
e See. 11. Nothing in this Act modifies or terminates theterms of a collective bargaining
agreement in effect on July 1, 1996.
e See. 12 Section 10 of this Act is repealed July 1, 1998.
e See. 13.This Act takes effect July |. 1996.

lisr I’7|t V@lltaﬂ'l iﬁam a rexr tM crrm | CsS8 I5:tFIN)
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a Male employee would receive working in the same election district. A magistrate’s
annual compensation may he payable, at the option of the magistrate, either monthly

in 12 equal installments or semi-monthly in 24 equal installments.

e See. 2. AS 29.60.160(a) is amended to read:

(a) Payments to a municipality or other eligible recipient under AS 29.60.110-
29.60.130 shall reflect area cost-of-living differentials. Payments shall be based on the
sum of per capita, per mile, and per bed or facility grants due each municipality or
other recipient multiplied by the appropriate area cost-of-living differential. The area
cost-of-living differential for each recipient shall be determined (ANNUALLY BY
ELECTION DISTRICT] under the provisions of former VS W.27.Q20_and former
AS 39.27.030. Application of the area cost-of-living differential may not result in
distribution of an amount 'ess Ihan the amount of the payment determined without

reference to application of this section.

e Sec. 3. AS 29.60 290(b) is amended to read:

(b) The area cost-of-living differential payable to each municipality under this
section shall be determined |[ANNUALLY BY ELECTION DISTRICT) under the
provisions of former.AS 39,27,020 and former AS 39.27.030. Except as provided
in AS 29 60.300. application of the area cost-of-living differential may not result in a
payment that is less than the minimum payment determined under (a) of this section.
For purposes of this subsection, the election districts used arc those designated by the
proclamation of reappomonmcnt and rcdistricting of December 7. 1961. and retained

for the house of representatives by proclamation of die governor September 3. 1965.

e See. 4. AS 39.27 is amended by adding a ness section to read:

See 39 27.021 PAY DIFFERENTIALS, (a) The following pay differentials
arc approved as an amendment to the basic salary’ schedule in AS 39 27.011
Cieographic Area Percentage Above

Basic Salary Schedule

0
5
34. 35. and 36 10
37 -40 20

. - SIWI52A
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BV THE SENATE RULES COMMITTEE BV REQUEST OF THE GOVERNOR

Intnxiucrd:
Referred:

senate bill no. 152
INTHE LEGISLATURE OF THE STATE OF ALASKA
NINETEENTH LEGISLATURE *FIRST SESSION

YA
Flruuioe

A BILL
FOR AN ACT ENTITLED

9-CS0049.A

“An Act relating lo geographic differentials for the salaries of certain slate

employees who are not members of a coUectisc bargaining unit; relating to

periodic salary surveys and preparation of an annual pay schedule regarding

certain state employees; relating to certain state aid calculations based on

geographic differentials for state employee saJaries; and prosiding for an effectise

date

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

e Section 1. AS 22.15 220<b) is amended to read

tb) Each magistrate shall receive annual compensation to be determined by the

supreme court Salon increases shall he determined «n the basis of percentage of pay

increase the legislature prosides fi* state employccs in the classified service. The base

salary of a magistrate shall he increased by a percentage equal to three and onc-half

percent tunes the number of step increases pmsidcd under fortinr AS 39 27 020 that

SBOISM

o|*
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Washington State DsC 10

(h) A pay differential authorized by (a) of this scction”iplics only to that part
of an employee’s gross salary that docs not excccdf$30;(HX™ annually, prorated by pay

J 4 3¢ 000 Initio,
period.

(c) For purposes of (a) of this section, "election district” means an election
district designated in the governor's proclamation ol rcapportionmecnt and rcdistricting
applicable to the 1994 general election.

(d) The director may establish salary differentials for positions in foreign
countries or in suites other lhan the State of Washington, which must be adjusted as
necessary to maintain equitable relationships between salaries for positions outside
Alaska and in Alaska.

e Sec. 5. AS 39.27 is amended by adding a new section to read:

See. 39.27 031. COST-OF-LIVING SURVEY. Subject to an appropriation for
this purpose, the director shall conduct a survey, at least every five years, to review
the pay differentials established in AS 39.27.021 |hc survey may address factors, as
determined by the director, that are also relevant in review of state salary schedules,
entittement for bcncficiancs of state programs, and payments for state service
providers The survey must reflect the costs of living in various election districts of
the state, and Seattle. Washington, by using the cost of living in Anchorage as a base.

e See. 6. AS 39.35.675(d) is amended to read:

(d) In this section "cost-of-living differential” means an adjustment to salary
based on the cost of living in the geographic region where the employee works and
includes a pay step differential under former AS 39.27.020 or under AS 39,27,021.

e Sec. 7. AS 39 27 020. 39.27 030. 39 27 035. and 39.27.040 arc repealed.

e Sec. H LIMITATION ON THE REDUCTION OF EMPLOYEE SALARIES, (a) The
salary that an employee i>receiving on July |. 1995 may not be reduced by applicatnm of a
provision of this Act until July I. 1990. so long as the employee remains in the same
geographic area, as defined in AS 39 27 02I(j ) and <c). as enacted by sec 4 of this Act

tb) If an employee moves to amther geographic area after July 1. 1995. both the pay
differential in AS 39 27 021(a). enacted by see 4 of this Act. and the limitation <n applicable

salary in AS 3927 02I(bi. enacted by sec 4 of this Act. apply to that employee s salary on

SBOI2A SB 1%
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Ihc effective dale of ihc move
(c) Nothing in Thiv Act prohibits a reduction in an employee's salary as a rcsuli of a
voluntary i*r involuntary demotion.
e Sec. 9. Nothing in this Act modifies or terminates ibe terms (»f .1 collective bargaining
agreement in effect on July I. 1995,
e See. 10. Section X of this Act »s repealed July |. 1990

e See. |II. This Act takes effect July I. 1995

SB 192 4 _ MMI924
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Amend “ 2

PROPOSED AMENDMENT HO, TO SB .15,2

ay:

1. At Section 4. pggo 3,.lino 3, bUfrotisutc* J:he vord
tor =.gr.ftSftli

2. At section 4. .pagq_lj lines. 5 mmmaul4...-nMteec-AS

39.27.Q21fc3 ftR_.Ag_3!? T2.10d0 "dP4—AS 37MiAL,.Q21E2) 33 AS
33,25 21fg).
3. Insert at Section 4. page 3. between linos 11 and 12.

a nev subsection,AS 39.27.021fc) to redd;

(© In addition to tho differential providod under
(@ of this section, and notwithstanding () of this section, an
appointing authority nay increase an caployeo™n base salary by an

asount up to 20 percent of the osployoo®s bane salary as sot out in

AS 39.27.011 if
(1) the duty station for the position or job class

is located in oioction district 37, 30, 39, or 40; »p*rcKu k™
. ) _ 41t O nw.iattank
(2) the position cr job class roquirc~. a lic.ncAin *

order to lawfully pnctlco a profession in this state; and

(©)) the director certifies that recruitment or
retention fcr the position or job class in that oioction district

ts so difficult that tho iIncrease is essential to r#cruit-rnf -r
retention or employees iIn the position.

Reason, 1QT anendnont:

The Tfirst anendsont aaken tho language of the statute
consistent with Fair Labor Standards Act torainolog/.

The second two changes address difficulty the stale has
had recruiting and retaining professionals in the areas included iIn
election districts 37 - 40. It ray be nscassa:
incentives in addition to the cost or living differential to
recruit and reta in gualifi*d professionals for these positions. To
insure that any incentive Is Justified and applied consistently,
the director of the Jivision of personnel aust certify that the
increase 1Is essential to recruitaont and retention for *ne p

or Job class.



AMENI>MENI1
OI'TERHD IN TIIII SIINATB Ify
TO CSSB 152(IAN|
Al page . line lluotigli page line__

IMclr all nwlrtml ami imcil.

'« See. 8. LINIZLATIONS ON 11l REDUCTION (>I; EMPLOYEE SAI ABUIS (.)) So
long a\ die pinployrr remain* in ihr mine jteogtnjHiir we*, m» d«fined in AS  i/.dilla) and
(), unoiiKlcd I*) vn 4 of lIm Ail.

(1) ilir l«\ dial nn employee ii itcciMilf, on June 30.19%. mm)lied '
reduced I»y application «f a piomien < dm Ail unitl >1> 1. |W7;
(?) fi* die Oic.il >ejr Itrjrittnmg Jul\ L. I'WI, Ilir ial.ii) dial an employee 1

1
icicivinp mi June 3,(. W /. mai not lv. ndmcd b» mme lhan Aj«mcnt ai lictnll of ihc

Application ol a pii>mi<*n of dm Act.

-LI> B« dir livut yriil*XKmTTTg Juli|. pel* lit m|«v llul j* employee U
trceuinp on h.mwr Ihan ' |*eirmt 1*»*% « *i of die
applicaijp«rm a pfoiiuon =tdm Art.

() 1l »n employee nnnn lo a«ml*ei gr<*ti.»jJiu nca Altct lunc M. I'''W, Ptli die
pay ddfiirntial 1L AS in 27.1*21(4). ctuui.il fry >i\ ¢ of dm Ail, and the fdr iaijoo mi
A}*plifjiblc *A*fY In AS W JI 02|It>). I'fi*tnl h* mi 1 <d dm Ail. u{d) In IIl.r employee'l
+*]«> mwa>c cfftxliir dateol die mme

U »Nulling in [li0 Act |it*iiilt{H air.hKl»mi yi ‘nplmvr*! »#l«i* w » »e*ul| ol a

lohiRtu) o* involunU'y den»*Mi«i *
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Iiijjc . line
IX'Iclc "July 1. 190V
Insert ‘July 1. 1996’

10 Page . line :

IVIctc "July 1. 1996*

11 Pajjt __ line
Ivirtp -July I. 199V

Inirrl "Jnl> 1. 19*MF



PROPOSED AMENDMENT MO, 1Q_JSILJIL2

At Section 4, pggo J,__lino 3. subatitutc tho word
"baso" for the _yard "gross".

2. At Sccilon 4. c 3. Ilnos 5 and 8, nyflo<?r AE
39.27.021{(;6 as AS 3927/\0216d As  39.«2?-MJLEdS osL"As
39.257.021(01.

3. .Insort at Section page 3,.betweon Alrie 8 Il andJL2"
a new subsection AS, 39..2Z, O|M|C) 0 rcadl

(© In addition to tho difforontial provided undor
(@ of this section, and notwithstanding (b) of this section, an
appointing authority nay increase an onployoo®s base salary by an
asount up to 20 percent of the onployoo®s base salary as not out iIn
AS 39.27.011 if

(D the duty station for tho position or job class
iIs locatod iIn oioction district 37, 38, 39, or 40;

(@ the position or job class roquiroa a license iIn
order to lawfully practice a profession iIn this state; and

(©)) tho diroctor certifies that rocruitnont or
retention for the position or job class iIn that oiloction district
iIs so difficult that tho increase 1is onnontial to rocruitnont or
rotontion of cnployoon in tho position.

Reasons fijc_an<mdflcnfc;

Tho Tfirst asen.Inont rtakos tho language of tho statute
consistent with Fair lI-abor Standards Act torainology.

The second two changes address difficulty tho state has
had recruiting and retaining professionals iIn tho areas included in
oioction districts 37 - 40. It nay bo noconnary to provide
incontivos iIn addition to tho cost of living difforontial to
recruit and rota in quallrled professionals for those positions. To
insure that any iIncentive 1is justified and applied consistently,
the diroctor or the division of porsonnol nuot certify that the
increase 1is essential to rocruitnont and retention for the position

or job clans.
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1

3.4

©O© 0 4 O Ol

10.25

26.28

29.33
34
35
36
37
38
39
40

District namo

Ketchikan

S'tka. Wrangell. Petersburg
Juneau

Icy Strnit/lynn Canal
Kod'flV

Momor

SodotnaySoward

Kenai

Anchoragn. Fag’o fiver
WikAi. Palmer

Fn'/banks. North Po'o
North Polo, rural Rj* area

VaVlor. Ccudova. Copper Center

Tnnana. mtorior vd'agos
narrow. Kolrebuo
Nome

Belliel. (Mlinghnm
Ateut-nn Islands

SoaiUo

Comparison ol Geographic Differoninls

1972 indox

1.000
1035
1000
1.071
1071
1.071
1.071
1071
1.000
1035
1148
1.363
1148
1.363
1.363
1303
1317
1272
0.791

HG304/SB152
Union dill. Mun/heimer
1000 1.141
1.000 1094
1.000 1.001
1.050 0.992
1090 1.087
1.000 0.969
1000 1031
1000 0 969
1000 1000
1.000 1045
1.040 1.025
1300 1048
1.110 1093
1300 1040
1.420 1.110
1.340 1059
1380 1145
1270 1161
0 870 1.000

Tho 19/7 index and tho unon d-lforeniial (contained In thn ASC'A co«tr.*»c») both
uUHm tho House d<stncis <n olfoct as ol Dec 1961 Tho roHoction ol dlferontinls based upon now Mouso

d-stricts oi’ocl l1ho dosest npp'Oi-nsiion poss*)'e lo Iho o*d ddtncts

Proposal

Tor mstarvo. S>lka w.u previously A House d'Stfift (fparg|« from Pete'Sburg and Wrangod
floth pnor d'SI'Of d-J howovor. contan the samo geographic atffOfOnii.V  Somo ol tho interior

nrvj rusnl House ds fuels that ousted m 1961 no lcgor oust. or h.vo boon substant-a'y mod>l»od

1.050
1.050
1000
1.050
1.050
1.000
1.000
1.000
1000
1000
1.000
1.100
1.100
1.100
1.200
1200
1.200
1.200
1.000

Change from 1972 indoi

0.050
0.015
0.000
«0.021
«0.021
0 071
*0.071
*0.071
0 000
«0.035
«0.148
-0.263
*0 048
*0 263
+0.163
+0.163
0 117
*0 072
0 209

Mowovor. some anomakos occur

Tor purposes ol eomprtrmixMy. Iho areas ol hvgost COTKOntratpn O 5MIO employees have boon used
*n roPoctmg 1ho 0<J) 197? mdoi and tho un»on d>fl#roniuil« with tho now House apportionment

imioiisnis?



Comparison of Current and Proposed Geographic Differentials for Non-covcrcd Employees «

Fairbanks and Nome examples.

Current Geo Diff Proposed Geo Diff
Fairbanks 4 steps » 14.9% 5%

Nome 9 steps =*37.4% 20%

Example employee receives base pay of S60.000/ycar and 3.5% in pay increases annually.
Proposed geographic differential is paid on a maximum of S50.000/ycar spread across the

entire year.

Fairbanks Employee Current Differential New Differential
June 30, 1996 S 68,940.00 S 62.500.00
June 30, 1997 S 64.687.00
June 30. 1998 S 66,951.00
June 30. 1999 S 69.294.00

Nome Employee

June 30, 1996 S 82,440.00 S 70.000.00
June 30. 1997 S 72,450.00
June 30. 1998 S 74.985.00

June 30. 1999 S 77,61000

S

S

Max 5% Reduction
N/A
65,493.00

62.218.00

N/A
78,318.00

74.40200
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LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

'907) 465-3867 or 465-2450 STATE OF ALASKA
FA).? g07)34%5'2029 130 Soward Slrcot, Suito 409
Mail Slop 3101 Juneau. Alaska 99801-2105
ftLEj&LQ.RANDUM March 28. 1996
SUBJECT: CSSB 152 (FIN) (Geographic pay differentials)
TO: Senator Steve Frank, Co-chair

Senate Finance Committee

FROM: Teresa B. Cramer
Lcgislative Counsel

Enclosed is the draft Committee Substitute \ou requested, making changes to the geographic
pay differential sections of SB 152. In addition to those changes. | have changed the sections
ol the bill that deal with state aid to municipalities. The approach to that program taken in
SB 152 was to refer to “former AS 39 27.020" when setting the rate of state aid for
municipalities. The result of this approach was to require the state and municipalities to
continue to use AS 39 27.020 but to repeal the statute. Instead. 1have enacted the contents
of the current versions ofAS 39.27.020 anJ AS 39 27 030 as new sections in AS 29 60. See
bill section 3. Because of the continuing use of this salary-based system in the state aid to
municipalities program. 1hase also continued to require the Department of tabor to gather
information for use in determining the cost-of-living differentials. See bill section4

Please let me know if you luvc questions about this draft or if you have changes you would
like made to it.

TC.klb
96-235.klb

Enclosure
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9-GS0049\0
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3/28/%

CS FOR SENATE BILL NO. I52(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY T1IE SENATE FINANCE COMMITTEE

OfTcred:
Referred:

sponiorff): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL

FOR AN ACT ENTITLED
'An  Act relating to geographic differentials for the salaries of certain state
employees who arc not members of a collective bargaining unit: relating to
acriodic salary surveys and preparation of an annual pay schedule regarding
certain state employees; relating to certain state aid calculations formerly based
on geographic differentials for state employee salancs; and providing for an

effective date.”

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

litm |. AS 22.15.220(b) is amended to read:

(b) Each magistrate shall receive annual compcnvation to be determined by the
supreme coun. Salary increases shall be determined on the basis of percentage of pay
increase the legislature provides for state employees in the classified service The base
salary of a magistrate shall be increased by a percentage equal to three and one-half

percent times the number of step increases provided under AS 29.60.164 that apply

7r*1 Vr.-UrUnp-| ig’;irrto TtXT MACTC«Tt9/ G538 1521F|N)
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to the election district In which the magistrate Is based [AS 39.27.020 THAT A
STATE EMPLOYEE WOULD RECEIVE WORKING IN THE SAME ELECTION
DISTRICT1. A magistrate's annual compensation may be payable, at the option of the
magistrate, either monthly in 12 equal installments or semi-monthly in 24 equal
installments.
e See. 2. AS 29.60.160(a) is amended to read:

(a) Payments to a municipality or other eligible recipient under AS 29.60.110
e 29.60.130 shall reflect area cost-of-livmg differentials. Payments shall be based on
the sum of per capita, per mile, and per bed or facility grants due each municipality
or other recipient multiplied by the appropriate area cost-of-living differential. The
area cost-of-living differential for cac.i recipient shall be determined [ANNUALLY BY

ELECTION DISTRICT) under the provisions of AS 29.60.164 and 29.60.165

13 [AS 39.27.030). Application of the area cost-of-living differential may not result in
14 distribution of an amount less than the amount of the payment determined without
15 reference to application of this section.

16 * Sec. 3. AS 29.60 is amended by adding new- sections to read:

17 See. 29.60.164 AREA COST-OF-LIVING DIFFERENTIALS (a) The area
18 cost-of-living deferential multiplier shall be determined by multiplyim* the cost-of-
19 livmg steps found in the table in this subsection by three and onc-half percent. The
2 following area cost-of-living steps apply.

21 Election District Cost-of-Livmg Steps

ﬂ“m | 0

23 i |

24 3 I

25 4 0

26 5 *

27 6a (excluding Valdez Duty Station) 4

28 6b (Valdez Duty Station) 5

29 7 I

30 8 0

31 9

CSSB 152(FIN) 2.
Hy nsi 1 neurrty rtx? »*xexrtz>|
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10

n

12

13

14

15a (excluding Ncnana Duty Station)
15b (Ncnana Duty Station)
16a (south of Arctic Circle)
16b (north of Arctic Circle)
17

18

19

© © O N~ v O 0w N N NN

8

In other states minus 6.

WORK DRAFT

(b) For purposes of (a) of this section, "election district" means an election

district designated in the governor's proclamation of rcjppottionment and rcdistricting

of December 7. 1961.

N-NTSec. 29.60.165. COST-OF-LIVTNG SURVEY,

(& The director of the

division of personnel shall conduct an annual cost-of-living survey and make

recommendations to the legislature concerning changes in the cost-of-living steps under

AS 29.60.164. Dus survey shall reflect the

(1) costs of living in the various election districts of the uatc by using

the cost of living in Seattle. Washington, as a base of 100;

(2) competitive position of the state by comparing

(A) state salary levels with salary levels of comparable classes

in private industry, in other governmental agencies throughout the state, and in

other states constituting the prime recruiting areas, using ‘ bench-mark™ classes

selected by the director of personnel, based on the principle of like pay for like

work, from as many employment categories as is necessary to reflect correctly

the competitive position of the state salary levels with those paid other

employees under this subparagraph, and

(B) ng bcnclits in the state service with other governmental

cssn B2AN

(ZTLSTZV 71X7 BMC*X7XT1
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29
30
31
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agencies and major employers throughout the state.

(b) The director shall use United States Department of Labor statistics or other
reliable statistical data in carrying out the provisions of (a)(1) of this section. If
rciiablc statistics arc not available, the director shall gather the data by field stud, for
the survey required by (a)(1) of this section.

(c) The director may use any reliable source of data in canying out the
provisions of (a)(2) of this section. When rciiablc statistics arc not available, the
director shall, by field studies, gather the data to carry out the provisions of (a)(2) of
this section.

(d) In this section, "director”* means the director of the division of personnel
in the Department of Administration.

* See. 4. AS 29.60.290(b) is amended to read:

(b) The area cost*of*livmg differential payable to each municipality under this
section shall be determined (ANNUALLY BY ELECTION DISTRICT) under the
provisions of AS 29.60.164 and 29.60.165 (AS 39.27030) Ev r; . ids
AS 29.60.300. application of the area cost-oMiving differential may not result in a
payment that is less than the minimum payment determined under (a) of section.
(FOR PURPOSES OF THIS SUBSECTION. THE ELECTION DISTRICTS USED
ARE THOSE DESIGNATED BY THE PROCLAMATION OF REAPPORTIONMENT
AND REDISTRICTING OF DECEMBER 7. 1961. AND RETAINED FOR THE
HOUSE OF REPRESENTATIVES BY PROCLAMATION OF THE GOVERNOR
SEPTEMBER 3. 1965.)

* See. 5. AS 39.27 020 is repealed and reenacted to read:
See. 39 27.020. PAY DIFFERENTIALS, (a) The following pay differentials

arc approved as an amendment to the basic salary schedule in AS 39 27.011

Geographic Area Pcr.entagc Above
(Election Districts) Basic Salary Schedule
3. 4,and 7-28 0

I. 2.5.6. and 29 « 33 5

34, 35. and 36 10

37 <40 20

CSSB B5<FIN)
yv tstirrtv rzxr aXacximrto;



WORK DRAFT WORX DRAFT WORK DRAFT

71 Washington Slate A2 N
2 (b) A pay differential authorized by (a) of this section applies only to that pan
3 of an employee’s base salary that docs not exceed S50.000 annually, prorated by pay
4 period.
S (c) For purposes of determining the differential provided under (a) of this
6 section, and notwithstanding (b) of this section, an appointing authonry may increase
7 the salary on which the geographic pay differential is computed by up to 20 percent
8 of the employee’s base salary set out in AS 39.27.011 if
9 (1) the duty station for the position or job class is located in election
10 district 37, 38. 39. or 40;
n (2) the position or job class requires the employee to hold a license to
12 practice law under AS 08.08 or to practice medicine under AS 08.64; and
13 (3) the director certifies that recruitment or retention for the position
14 or job class in that election district is so difficult that the increase is essential to
15 recruitment or retention of employees in the position.
16 id!  The director may establish salary differentials for positions in foreign
17 countries or in states other than the State of Washington. If the director establishes
IS a salary differential under this subsection, the director shall adjust the differential as
19 necessary to maintain equitable rc'ationships between salaries for positions outside the
20 state and in the state.
21 (c) For purposes of (a) of this section, ‘election district* means an election
district designated in the governor's proclamation of rcapporuonment and rcdistricting
23 applicable to the 1994 general election.

24 e See. 6. AS 39 27.030 is repealed and reenacted to read;

25 See. 39 27,030 COST-OF-LIVING SLrRVEY. Subject to an appropriation for
26 tins purpose, the director shall conduct a survey, at least every five years, to review
27 the pay differentials established in AS 39.27 020 The survey may address factors, as
28 determined by the director, that arc also relevant in review of state salary schedules,
29 entittement for beneficiaries of state programs, and payments for stale service
30 providers. The survey must reflect the costs of living in various election districts of
31 the state, and Seattle. Washington, by using the cost of living in Anchorage as a base.

o5* CSSB 15:<n.N)

Hiv >« JItUTO JIXTT *PAC *rrtS|



10

N

13
14
15
16
17
18
19
20
21

23
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27
28
29
30
31
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e See. 7. AS 39.27.045 is amended lo read:
See. 39.27.0-15. DEFINITION. In AS 39.27.020 - 39.27.030 [AS 39.27.030 -
39.27.040], "director" means the director of the division of personnel.
. 8. AS 44.31.020 is amended to read:
See. -14.31.020. DUTIES OF DEPARTMENT. The Department of Labor shall
(1) enforce the laws, and adopt regulations under them concerning
cmploycr-cmploycc relationships, including the safety, hours of work, wages, and
conditions of workers, including children;
(2) accumulate, analyze, and report labor statistics;
(3) operate systems of workers’ compensation and unemployment
insurance; and
(4) gather data reflecting the cost of living in th; various election
districts of the state upon request of the director of personnel for determination of
area cost-of-living differentials under AS 29,60.164 and 29.60,165 or under
AS 39.27,030 (AS 39.27.030 - 39.27.040). r. .}
«See. 9. AS 39.27.035 and 39.27.040 arc repealed. 'J ~ U
e See. 10. LIMITATION ON THE REDUCTION OF EMPLOYEE SALARIES, (a) So

long os the employee remains in the same geographic area, as defined in AS 39 27.020(a) and

(c). as enacted by see. 5 of this Act.

(1) the salary that an employee is receiving on June 30. 1996, mas not be
reduced by application of a provision of this Act until July I. 1997,

(2) for the fiscal year beginning July |, 1997. the saJaiy dial an mpiuycc i*
receiving on June 30. 1997. may not be reduced by more than five percentas a rr ‘U dv
application of a provision of this Act.

(b) If an employee moves to another geographic area alter June30. 1996. both the pay
differential in AS 39 27.020(a). as amended by see. 5 of thisAct. and the limitation on
applicable salary in AS 39 27 020(b), as amended bysec. 5 of this Act. apply to that
employee’s salary on the effective date of the move.

(c) Nothing in this Act prohibits a reduction in an employee’ - is
voluntary or involuntary demotion.

e See. |Il. Nothing in this Ac: modifies or terminates the terms of a loUciim  ut.

CSSU 15KFLV) -6-
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agreement in effect on July I, 1996.
e See. 12. Section 10 of this Act is repealed July |, 1998.
e See. 13. This Act takes effect July 1, 1996.

W 7. . CSSIl I15M IN
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BILL NO. 152(FIN)

{Mte Jt2rs~<2/s/0ysz*<S™) . £ ¢ M [/

JF THE STATE OF ALASKA

</[s//[C Ss~ G*

TURF - SECOND SESSION

-"NV?, ZDdAdV?/4*y vi4lvyN~
Iy ™ '1Z Isia | <&[*1& *& s*3 ~ T
REQUEST OF TIHIE GOVERNOR
. A BILL
-S'W " jTOR AN ACT ENTITLED

1 "An Act relating to geographic differentials for the salaries of certain state
2 employees who are not members of a collective bargaining unit; relating lo
3 periodic salary surveys and preparation of an annual pay schedule regarding
4 certain state employees; relating to certain slate aid calculations based on
5 geographic differentials for state employee salaries; and providing for an cfTcctisc
6 date."
7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
8 e Section 1. AS 22IS.22(Xb) is amended to read
9 (b) Each magistrate shall receive annual compensation to be determined by the

supreme court. Salary increases shall be determined on the basis of percentage of pay

increase the legislature provides for state employees in the classified service. The base

111
12 ] salary of a magistrate shall be increased by a percentage equal to fhrcc and one half
131 percent times the number of step increases provided under former AS 39 27 020 that

oI cxsn
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Proposed am endm en.i to S B 152

Requested by the Department of Administration

page 3. line 3
delete "gross"

insert "base"

y It'Tlis~ 1]
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Measuring Alaska's

Cost of Living

by John Bouchor

H low expensivqg is it to livr in Alaska*
Mow much hns Alaska's cost of living in-
creased7These arr two of the mo-.t frequent
fy ajked question* of thr Alaska Department
of labor's Research and Analysis section In
an»**r to these questions, this article pro-
vides some of the latest cost of living mea-
surements available for Alaska andesplam
the uses and limitations of these data

A measure ol inflation or cor»f
differentials?

Two type* of cost of »vine measurements are
available for Alaska If you are interested in
how price*, have <hange<j m a particular
place, commonly referred to as the inflation
rate, you should use the Consumer i’nee
Indes (Cri) Ifyou're interested in cort dif-
ferences between t*o places—*1* it more
espensive to live in Fairbanks than Seat-
tle7*—then acost-ofdivmg measurement like
the American Chamber of Commerce Re.
tearchers Association *ACCRA) mde* or the
hunrheimer International study would beit
suit your need*

Oc aesare of Ih«? method and lhe
market basket

Since It it too or pensive to price every item
available to purchase. c-stoMivtng surveys
l.-ack price* of a sample of item* from com-
mon eipenditure categories <such at hous

[Afrtpente*. medical eap*n*c*. food etpen t-
et, etc ) This sample ef tefr.s «* called the
sumey's enarsct basset Mn *ur*«rs gear
their market baskets toward . 'typif sI'k in

turner

“Vhen using a tost fliving ml'ti. ite/
good idea to know wf-s! tie tsfves smattel
basket is. and «h&:e 11», . 1»*. i trie a )»
vey simulates All surveys give »«...

il«nt m the maikct basket and define tf *
t»pe "l <nsumer s the pun ct Ism ! it(

resents ) *esamp c tlfe e *t.f

o i Pf *eifoh 1 * ehi*

Indc* for All Urbon Consumers (CPI-UI r-
designed to represent consumption patterns
of 80% of all urban consumers in the nation
The other surveys in this article have a nar
rower focus

The CPMhc notion's inflation measure

The majority »frequests for Afaska'scoit-of
living ask about the inflation rate The Con-
turner Price Indes (CPI) is a national survey-
designed to answer quc-.tions about price
changes. CPI information is often used to
adjust rents, wages or other monetary pay-
ments for the effects of inflation

m m -iauy<
e« o>iwtt »a e- ew
nN»M«s | iA*»s
SecVjw ACHev=* e
Be<dct OS> | »lti
e e

mtHxaie0 «* V*¥*>j

To produce the CPI. the US Department of
Labor'* llureau of Labor Statistics (ULS*
gather* prices in 85 metropolitan area*
throughout the country Anchorage i* the
only city in Alaska sur*ei»d. consequently,
the Anchorage CPI is the only 'Alaskan*

guic

Anchorage Medical Costs

ft Outpace Housing Costs
$
— AHHems
fro OMOWVI
o Uwldit -
thS
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Table*

Consumer Price Index—All Urban Consumers (CPI-U)

1

U.S. Cily Average—All llems & Anchorage,
Alaska—AlIll Hems Annual Averages. 1960—%799*1

Percent
Change
U.S. from

Year Average Prev. Yr.
1960 296
IMI 299 10
1962 302 10
1963 306 13
1964 310 13
1965 315 14
1966 324 29
1967 334 31
1964 340 42
1969 367 55
1970 340 w i
1971 495 44
1972 M 4 32
1973 44 4 62
1974 49 3 1o
1975 539 91
1974 56 9 50
1977 60 6 45
1970 65 2 76
1979 72 6 1ns3
19*0 07 4 Uus
1941 909 103
1992 96 5 62
1993 99 6 37
1004 1039 41
1995 1074 36
1996 1096 19
1967 1136 36
1999 11S 3 41
1909 124 9 «0
1990 130 7 54
1991 1342 42
1997 140 3 30
199] 144 5 Jo
1994 140 7 76
Jed half 49 125 3 47
7*4 half *> 1)74 50
Jrwd half o1 1?7 15
2nd Saif 97 14} « 3t
7*4 raif 93 145 3 7%
tl mi? A 549 1 7
WN m*2\WFsV HE iy e
U 4 't <#oe<ft, (I feng,, o:fifik-iigli |

Anchorage
Average

o

A0
3#5
47
340
350
353
363
372
351
396
]
47)
431
453
50 2
57 1
615
65 6
70 2
776
056
97 4
97 4
99 2
103 3
105 0
107 0
109 7
100 6
11 7
1106
124 0
12«2
133 2
1350

11:5
170 1
524 7
129 1
D?
D5+

Percent
Change

from
Prev. Yr.

15
06
03
06
09
20
25
24
39
39
29
26
44
10s
13.7
)
67
70
105
102
91
54
19
41
21
19
04
01
29
2
46
34
31
21

33
70
3<
35
50
31

inflation measure. Unfortunately. Anchor-
age's inflation rate may not reflect price
changes in every area of the state In gener-
al. however. Anchorage price trends reflect
changes ir. the cost of-iiv,ng for most Alas-
kans Ifthe Anchorage CPI doesn'tadequate-
ly measure inflation in your area, you can
choose a different area to measure inflation
Some users prefer to use Seattle's CPI. for
rsample. But as a matter of practice, most
Alaskan useis prefer to use the Anchorage
CPI rather than another area's CPI

From an official standpoint, the Bureau of
tabor Statistic*, recommends using the na-
tional CPI-U (U S City average) toadjust for
the effects of inflation DLS recomnmds
this because the smaller sire ofthe local area
‘ampjes make them more prone to measure,
ment errors When ymi compare the Anchor-
age and the U S City CPIs since 1960. mfla-
tien has been significant!v lower in Anchor-
age during the last 30 years than it has been
in the rest of the nation fSce Table 1 )Thi*
is predominantly due lo the difference in the
r >te of inflation for housing costs in Anchor-
age compared to the other areas in the CPI
survey

Housing market key lo Anchorage
inflation rate

Analysing inflation rates am ng etpcndi-
turecategc nes can help clarify how different
parts of the market basket affect the overall
CPl (See Table 2) For csample. since the
early 1900* medical care costs have men
mere rapidly thanhas theoverall Anchorage
CPI. while housing costs have tended to tag
behind the overall rate of inflation fSee
Figure 11

While medical care cost* have mot up in
rcvent years, aterall inflation hat not fol-
l. wed That's because of the relative wright
medical care etpenditu.es are given in the
consumer's overall budget Facts commodity
group is given a weight—its contributi -n to
theoverallcost of living Medicalcarecwsts.
f-r e*»mpfe. accounted (r 5 5% ef Use total
cest of living in the December 1994 indes

Housing cotts. on the other hand accounted
I > 39* ¢of the Archbirag* I*1*J the
same f«io| -See 1 (ilr >



Selected Com po“nents of the CPI-U
U.S. City Average A Anchorage. Alaska—1903-1994 Annual Averages

d
ALL ITEMS LOSS SHELTER HOUSING
Pel. Chi.. Pci. Che. Pet. Che Pel. Che
. u.s. from  Anchorac* from u.s. from  Anchorne* from
»Jr  Averse*  Prev. Yr. Averae* Prev. Yr. Averse*  Pf«v. Yr. Averae*  Prev. Yr.
1991 99 a 37 999 37 99 5 27 990 08
1994 103 9 41 103 8 39 103 6 41 102 7 37
5908 1070 .10 107 5 1* 107 7 40 1030 03
99* 108 0 09 1112 34 1109 30 102 6 01
1907 [ * 13 1151 35 114 2 30 97 5 50
1960 11S 9 39 1170 23 uas 30 B4 i
: 121 * 49 172 3 38 1230 1A 9 3 09
1990 120 2 54 128 0 47 ica b 45 103 9 79
1991 1335 41 1319 30 133 6 40 111 2 70
1993 137 3 28 131 * 20 137 5 29 116 6 49
1991 141 | 10 1379 25 141 2 27 121 1 39
1994 144 A 24 140 3 17 144 a 25 122 9 15
Til ANSPOHTATION FOOD A OEVERAGES
Pel. Che- Pel. Chf. Pci. Che Pci. Che-
u.s. from Anchorage from u.s. from Anchorage from
Year  Averae*  Prev. Yr. Averae* Prev. Yr. Averse*  Prev. Yr. Averae*  Prev. Yr.
1903 D1 24 98 5 10 99 5 23 997 26
1904 103 7 44 104 6 62 103 2 37 103 2 35
190* 10% 1 7* 100 2 34 105 6 23 106 7 29
190* 107 3 39 107 8 04 109 | 33 1105 43
1907 105 1 30 111 3 32 113 5 40 113 1 21
190% 100 7 31 1130 15 114 2 11 113 4 06
19« 114 1 50 11*7 33 124 9 57 1172 30
1990 1205 50 120 7 31 112 1 58 123 7 55
1991 1230 27 1217 00 136 0 36 217 32
1992 12* S 22 1213 13 130 7 t« 103 20
1993 130 4 31 128 8 45 141 6 71 1312 07
>094 134 3 30 136 9 63 144 9 23 1319 05
medical care APPAREL A UPKEEP
Pel. Che. Pel. Che Pel. Che Pel Che
.S. from  Anchorae* from US. from  Anchorace from
*e*r  Auu(« I’r»». Yr. Averae* Prw. Yi. Averae*  Prev. Yr Averae*  Prev. Yr.
1903 100* aa 99 7 52 102 75 101 6 52
1901 1C* 0 * 7 1055 5a 102 1 19 101 7 01
1905 1135 61 1109 51 105 0 24 1050 40
190* 1220 75 127 8 152 1059 09 109 0 30
1907 130 1 A* 1370 72 110 6 11 1166 70
1900 130 « 65 1*5 if 6 4 115 « 1J 1191 21
1909 119 3 b4 154 1 59 118* 7» 1250 5C
199* 1D 90 1*] 4t 1211 1* 127 7 9y
1991 1770 a? 1735 76 178 7 37 176 6 09
1992 190 : 74 1030 55 1119 J5 139? 70
19*1 01 t 5» 5%%* 3* 137 | 1 1312 Ov
19v* 211 * 1» 9 43 111 * i) 174 o 1«
t v e *oiSmomi mu" &,>$* Kj wini



b 1 c . 3

Cost of Food for a Week in 19 Alaskan
Communities—December 1994]

Cost of

_ Food.
Community Dne Week
Anchorage 591 01
llcthel 135 19
Cordova 125 93
Delta 117 12
Dillingham 154 31
Fairbanks 90 32
Catena 15H 49
Homer 117 44
Juneau 103 56
K*nai 100 55
Ketchikan 99 45
MatSu 109 61
McGrath ICO 4)
Nome 146 57
Petersburg 10700
Seward 120 09
Sitka 11001
Tanana 187 20
ToVv 130 49

Crviif Vi <kv we

ietly <<4imi sxofw-iwJIm *

eri_g fuefjnje l* <wh ' Vr oe

F
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u

Pet. of
Anchorage

100
149
138
129
170

99
174
129
114
110
100
120
154
161
118
132
121
206
143

atV/5*reivT rst]

Housing Nearly 40% ol Anchorage CPI-U
Relative Importance of the Components of the
Anchorage CPI-U, Occcmbcr 1904 *

Koovrvj
396%

Food 4 t»v*<»7*»
16 9%

The strong influence that housing costa have
on the overall Anchorage CPI has been par-
ticularly noticeable the last ten years. From
198G to 1988, falling housing costs offset
increases in other components of the CPI,
resulting in low inflation ilurmg those three
years The increase in inflation in Anchor-
age during the early 1990s was largely due to
a tightening housing market When the
housing component jJumped froma 09 *in-
crease in 1989 to a 7 9% increase in 1990.
Anchorage mf.ation followed mil, going from
a291-toab 2% increase From 1990 to 1993.
a tighter housing market propelled Anchor-
age's inflation rate above the rest of the
nation's Recently. Anchorage's housing mar-
ket hat cooled off substantially and inflation
has followed suit

The housing componentis unique m the CPI.
especially inregard tohnmeownershipcovt-.

The CPI uses a method called r<n!al erjm-.a-
lency which assumes that the consumer hat
jur ;urchased or rented a home To gauge
housing cipcndi*. ires, this method can have
some shortcoming . In areas where housing
prices and/or ients are changing rapidly the
inflation rate for the housing portion of the
CPl .vjld be exaggerated for homcow*

wh h vr along term fixcd-rate moilgage

Thi- is be .use their monthly house pay-
tr.ents tend not to fluctuate to the extent that
house prices and rents do For this reason.
theovcrallCPI figures can understate infla-
tion for homeowners during periods of rapid-
ly declining house prices The opposite i»
true during a period of rabidly increasing
house prices and renU Tu measure inflation
without the housing component. 1JLS pub-
lishes a special index which excludes hous-
ing-related costa— tho All Items Less Shel-
ter Index »S«e Table 2 ) When comparing
the national All Items Less Shelter Index to
the Anchorage All Item* Lest Shelter Indes.
there it amuch smaller diffeien-e in the rat*
of inflation for Anchorage consumers over
the long term than is indicated by comparing
the All-ltems indexes

CPl mcaturos Inflation—not coals
between locations

f*P! users should be »«ire of ¢ rsitimen
misinterpretalionoflhe Tf*U-fr* 1t ji
«ho uteit compare CPl numb*** *r '*t



Cost of Food at Homo for a Week in Eight Alaskan Cities, 1978-1994

Pel. Pel.

Month/ _ of _ of
Tear Anth. fbki. Anch. Juneati Anch. Itrihel
Vo itii; 18111 1098 17171 94?7 111101
VIJ) 818 819 188 718 91 1914
MO 8IS 9SI 121 8192 972 108
r«t 840 9817 1136 9191 181 184
rt: T 209 191 9BV 1291 1210
MI 864 870 10714 9%B47 181 12813
MI o926 101 9144 1098 11411
MI 8M 0C 1011 1041 1197 IMU
kM ;\}I i 90(1 1019 g741 1001 174
V. M 8122 917 m:i 991 1081
Ml nil 91710 1001 9791 1077 1717
VS 9180 9131 1G04 mi 121 11001
vw> 9891 1000 1018 too:4 1022 8

Ml 10181 111(1 il 1 19122 1011 1121)
vn 10014 9 a9 1p47 122 178l
MI 9789 9J17 9« 10070 1019 17 &
Ml 93 9194 1010 10109 IKO 117
area* For example. at 1350 the annual

average Anchorac? CPI for 19 M i* lower
Ihan the United State*’ average of 148 2
Thu doe* r.ot mean that Anchorage ha* a
lower <o»t-oMiving *han the re*t of the Unit-
ed State* The CPI measure* inflation, not
eo*ts The lower Anchorage CPI for 1974
mean* that Anchorage price* have not n*eii
a* quickly aa price* in the rest of the US
»ince the early 1980* tThe bare period, or
when Use two indcies equaled 100. i» 1982-
84 )

Some plr-edo-place comparison!!—
each with different results

There are different studies available tocom-
pare living cotta between place* Due prima-
rily to methodology difScrencri. e*ch turvey
thow* a different result when >nu compare
living cost* between location*

One available cost-of-living measurement i>
the University of Alaska’s Cotl of Food at
Home Study It measures the cost to feed
various sire families in different location* in
Alaska The food h»>fert provides a mini
mum Jevci of nutri'i'in i» sn individual -u
fsrtlll f *slble &t TherepOl!

I | D %

it ol i»

Pel. Pet. Pci.
of of . of
Anch. Nome Anch. Kodiic Anch. Kent!
1189 111841 1SS0 M2 |«
ur2 1247 164 10011
1180 I ID1 1917 11?74 12081
1199 1027 17133
W1 11200 197) :
171 1011 1194 10199 12)1 8%
1&2 1 14707 1687 IS 177 819
111 121 11 107 1211 "4
181 14201 1) 1011) 1209 9778
M1 4A 441 10019 11 %9
mz7 U749 1671 164> 182 91 D
14%9 12141 178
1198 M4 171 HISS 161 10)21
1182) ]}g IIf-1 12719 1211 it »
1l o /i< 12161 1710 10960
1110 NS> 149: 12519 1779 11161
1142 HOZ2 IDS 1719 1218 10111

also contain* comparative information on
some utility and fuel cost* One of it*
strength* ts wide geographic coverage of
Alaska over a relatively long period «ftime
For many years, the Co»t of Food at Home
Study ha* provided a comparative mea*ure
for Alaskan locations that no other cost
survey covers It* primary weakness i* that
itonly measure* food and some utility costs
Food and utility costs alone can’t provide a
complete cont-of-living differential measure,
ment

Comparing living cost* between Alaskan
communities is complicated by several fac-
tor* ¢ -*ne goods and services available in
urban (.eat are not readily available in
rural ...ea* The buying habit* of urban
resident* can vary dramatically from rural
resident.*, which ..an confute cost-of-livmg
comparisons The contributions of subsis-
tence to a household food budget can al- >
complicate covt-of-livmg comparisons The
Cost of Fo-td survey assumes that all food*
are purchased in the local community—none
-v acquired through subsistence mean* or
from merchant* outside of the eommunitv

Pci.
ot
Anch.

Pet.
of
Tofc Anch

$18 %2 12)0
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20 Highest Cost Urbar~Areas—Third Quarter 1994

City

Kodiak. AK
Juneau, AK
Boston. MA
Santa Rosa, CA
Fhiladelphia, PA
Anchorage, AK
Fairbanks. AK
Hartford. CT
San Diego. CA

Los Angeles-Long Bench, (’A

Santa Fr. NM
Poughkeepsie, NY
Palm Springs. CA
Glcnwood Springs, CO
lowa City-Coralville. Jrj
Hilton Head Island, SC
Boulder. CO

Fresno, CA
Wilmington. K
Rochester. NY

National Hanking of Alaska Cities by Category

¥

Anchorage. AK
Fairbanks. AK
Juneau. AK
Kodiak. AK

1

G *TelWwn VI

4 1.5, *»»e,

All
Items
Index

154 8
137 0
136 9
131 0
1296
128 5
128 1
1250
124 8
121 1
1209
120 5
1178
1152
114 8
113 8
113 2
1122
1120
15

0
1

ACCRA Cost of Living Index

Grocery
Items

156.1
133 9
M3 8
112 0
121 6
1209
128 7
117.7
1106
110 3
99 9
112 3
1113
101 4
99.7

1
102 9
109 7
118 |
116 0

5
3
i
1

dren for !r communities

Overall hxxl costalOirt (ohavc three tiers in
Alaska ?,hr largest urban areas have the
lowest foodCujts ijmailrr communities on a
major distribution system like a road or the
Alaska Marine Highway tend lohave slight-

r

Housing

17119
158.0
173 8
1770
1466
142 9
129 2
144 6
170.9
147 9
161.1
138 9
122 4
139.1
148.7
1447
148 9
1159
1133
118 3

12
23
4
3

Mood cor.li arc highor in rural Alaska

a1t »*v»  Table 1shows the cost of food for a week for
CMIFOVIrMIVI 3 family of four with elementary school chit*
The December
1994 figures show that Fairbanks had the
lov. rst fa- icosts of the areas surveyed The
survey has consistently shown that larger
cities in Alaska have food costs which are
fairly comparable to those in Anchorage

Utilities

184 9
142 6
177 2
99 0
1816
102 1
132 5
111 6
72 1
910
IMS
1371
M3 1
107 6
MOO
86.2
933
101 9
M5 6
1796

123

y
6
1

m

Traimport-
ation

113 6
110 8
1118
118 6
1131
112 2
108 0
119 3
131 5
106 8
M il
98 5
106 2
103 C
105 4
97 3
98 4
117 1
959
112 7

Health
Caro

1759
172 8
145.8
138 8
105 6
164 7
178 9
140.3
122 C
1455
lité
126 7
147 3
105 3
97 4
97.1
106 4
124 4
121 8
919

DO

Misc.
Goods A

Services

1399
119 9
110 1
110 8
1154
124 1
122 1
114 0
103 9
110 4
102 8
109 8
116 0
108 5
ICO3
108.7
98 1
109 3
109 8
102 4

[EEN SN SO I (G ]

communities supplied primarily
oy air in places such as bethel and r»ome.

fooJ costs are 50 to 75"V higher than in
Anchorage

The urban/rural cost differential in the Cost
of Food at Home Study presents an intereste
ing contrast betwren Alaska and other areas

of the United States Other surveys show

that m the Lower -IB. large urban area* tend
to have higher living costs, including food

[> higher cos's than the urban areas The

« -si ol fVn| »t Home Stu-lv ha*consistently
stilus (I *|.»? the highest food <o»t» afe found

¢ Hr than less populated areas The opt ®
site is true m Alaska The cost of food and
other basics such as fuel are higher in rural
Al askan communities than in the state's ot
ban 'enters

Another notable point sImut tint tut**-- m
*V ¢« "te three-tier rtf u'tut* of fixid cost *:n



ACCRA Cost of Living Index foivSelccted Cities—Third Quarter 1994

Region/City

Wesl
Anchorage, AK
Fairbanks. AK
Juncnu, AK
Kodiak, AK
Hoise. ID
Las Vrp.ii, NV
Portland. OR
San Diego. CA
Tacoma. WA

Southwest/Mountain
Dallas. TX
Denver. CO
Phoenix. AV
Provo Orem. UT
Santa Fc. NM

Midisest

Columbus. Oil
|.afaycttr. IN
Oklahoma City. OK
Omaha. NE

Southeast
Atlanta. GA
Raton Rouge. I.A
Rirmmgham. Al.
Miami. FL
Raleigh. SC

Minntlc'New England
Hartford. CT
Manchester, Nil
Philadelphia, PA
Virginia Peninsula. VA

5)\1*<t c KC*«** «*it»

All
Items
Index

128.5
128.1
137.0
154.8
102 2
103 7
107.9
124 8
104 8

102 0
106 5
99 6
99 1
120.9

102 7
990
92 5
92 2

97 0
101 5
1009
106 8
936

1250
1111
129 6
94 2

Grocery
Itr ms

1509
118.7
133.9
1*6.1
57 s
85
1COO0-
1106
109.6

98.1
105 3
10.1'5
950
99.9

102 S
107 4
930
9 4

S

Housing

B

*

1429
1292
158 0
1711 9
108 1
108 6
124 9
1709
102 3

93 6
114 8
89 S
111 4
161.6

86 8
96 8
99 6
106 1
99 7

144 6
109 3
140 6
84 5

)& t

Utilities

102.1
132 5
1426
184 9
174
915
127
72.4
64 4

124 0
93 2
1028
813
1115

130 7
1116
105 4
96 2

1104
127 3
117 1
1227
105 7

1116
153 5
181 6
1117

"tHIK 1

Transport-
ation

112 2
108 0
110 8
113 6
102.4
110 5
1099
1315
107 0

103 2
106 d
113 9
100 9
1111

110 8
95 6
95 3
1095

98 3
102 9
9 1
114 S
933

119 3
102 7
113 1
99 3

ek x>

Health
Care

164.7
178 9
172 8
1759
112 6
120 5
124 2
122 6
150 8

113 6
126 t
113 4
99 4
114 1

110 4

100 5
127 2
1102

140 3
1153
ICS 6
1030

Misr.
Goods St
Services

124 1
122 1
1199
1399
103.4
100 2
102.4
103 9
105 3

1030
99 5
99 5
929
102,8

104 4
990
B3 6
91 3

96 7
102 0
101 6
101 9

95 7

114 0
107 7
115 4
950
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Average Price for Selected Goods & Services in Selected U.S. Cities
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15yean Table Ishow* tho difference in the
co»t of food between Anchorage and other
Alaskan communities It «Iso Ihowa the
change) in co»t* over time within several
communities in the study One point to note
i that lome area* which have recently expe-
rirnced a substantial increate in retail c.v

j>.icily. Kcnai for example, are currently ex-

periencing a lower food cott differential than
previously reported

ACCRA plinco Alaskan alien
amoncj most expensive

Another <o»t-oMiving measure is provided
by the American Chamber of Commerce Re-
crarclter~ *)»->/istion ACi HA' The AC*
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CRA cost-of-living study compares costs for
roughly 300 cities in the United Stales, in-
cluding several in Alaska Tho ACCKA study
isintended toreplicate the consumption pat-
terns of a mid-management executive*;
household.

In the ACCKA study, astandardised list of
59 items is priced during a fixed period of
time The average pricedata farevery urban
area are then converted into an index num-
ber for each expenditure category Because
of the limited number of item* priced, per-
centage differences between area* should
not bo treated as esact tr.casuret Small dif

fersnce* should not be construed a* signif.

cant, or even as a correct indication of which
area is more expensive A*ide from the lim-
»ted number of items priced, the AC< RA



ACCRA points to a smaller difference
in housing costs

Mousing costs have always been thought of
as exceptionally high in Alaska. Although
they arc high, the ACCKA housing index
shows that some areas in the nation, partic-
ularly large urban areas, have comparable
housing costs. Generally, the lowest rank-
ings for Alaska’s cities were in the ACCKA
transportation index. The Anchorage utili-
ties index was lower than one-third of the
cities in the ACCKA study.

Comparative figures for Alaskan cities and
other cities around the nation are presented
inTables6and 7 Tabled shows the ACCKA
cost-of-living indexes while Tabic 7 contains
prices for some of the goods and services in
(he ACCKA study

The ACCKA cost-of-living study is designed
lor pending patterns found in major Amer-
ican urban centers. The data collected in the
survey attempt to match the items found in
urban areas. This process tends to ignore
spending pattern; found in atypical areas.
For example, the transportation costs in the
ACCKA study include items such as bus fare,
the price of a gallon of gasoline, and automo-
bile wheel balancing Thu is problematic for
Alaskan communities because air transpor-
tation is a more common, and more expen-
sive. mode of travel

Runzheimcr study shows smaller
cost-of-living differential

A slightly different approach to calculating
living cost differences between cities is tak-
en inthe Kunrheimer Living Cost Standards
survey  Kunrheimer international, a pri-
vate research firm contracted by the Alaska
Department of Labor's Workers'Compensa-
tion Division tPOL). looked at the compara-
tive income necessary to maintain a certain
standard of living in different areas of the
country Hunxheimcrs approach takes into
account certain elements left out of the AC-
CKA cost-of-living measure, such as an ar-
ea* tat rates

In the DOL Kunrheimer study, a ‘bate* fam-
i\ arested —two pafrnt* and two <htl
miref  The* i »n their home, a square

footsingle-family home with 3 bedrooms and
1.5 baths. They drive one automobile, a Into
model Ford Tempo, approximately 16.000
miles annually. This family has an incomcof
$32,000 in Standard City, a fictitious city
which has costs close to the median of all the
cities in the survey. The standard of living
attainable in Stnndard City w-as then priced
in each of the surveyed areas.

The DOL Kunrheimer survey shows that
Anchorage, Fairbanks and .luneau have a
moderately higher cost-of-living than the
other areas surveyed. The cost-of-living in
these three Alaska locations ranges from
6.2% to 1-12% above Standard City (See
Table 8 ) For comparison purposes, many of
the cities which appear in the ACCKA data
in Tables 6 and 7arc included in the Kunzhc*
imer data in Table 8

Lower taxes contribute to
lower living costs

The component indexes ofthe Alaskan cities
in the Hunrheimer study range from 10to 20
percent above the average cost-of-living ex-
cept the taxation component The Runzhe*
imer study indicates that the portion of in-
come that go«-sto taxes in Alaska Ir about 12
to 13 percent below the average of the areas
studied. This is the mam reason why the
Kunzhcimer index does not show Anchor-
age's. Fairbanks”and Juneau’s living costs
as high as the cost of purchasing goods and
services would indicate Another factor to
remember is that Kunihcimer does not take
into account a program like Alaska's Perma-
nent Fund Dividend Ifevery member of the
fictitious Kun:heimer family received an
Alaska Permanent Fund check, that would
add about $3,700 to the household’s pre-tax
income This amounts toa significant reduc-
tion if. the overall tax burden on Alaskans

1995 Runzhoimcr report indicate*,
narrowing cost difference*.

In early 1936. under contract with the Alas-
ka Department ol Administration, Division
of Penonnel/Office of ECO 'DOAL Bunrhe

imer International peibrmr.j a cost of liv-
ing studv for 19 *ocatn<nt in Afaifca and
Seattle 'See Table '« Xhe *?uds >JUM......



Runzheimer International Living Cost Standards

M1S

for 19 Alaskan Locations and Seattle January 1995

Pci. Pet. Pet. Pel.
Total of Sltl. of Sid. Trans-  ofStd. ofStd.
City Cost* City Taxation City portation City Housing City
Anchorage 540.7*3 10*3 57.993 6* 5 55.193 1160 58.898 1132
Deihcl 46.665 1195 9,057 95.7 5.555 12* 1 12.528 159*
Dillingham ** 959 1151 7,703 81 * 5528 123 5 11.900 151 *
Dutch Harbor'Unataska *7.305 121 1 7.852 830 5.093 1138 14.263 181 5
Fairbanks *1.755 1069 7.987 84 1 5.187 1159 9.643 122 7
liainrs g.*01 103 5 8.10* 65 6 5.143 1* 9 7.5*9 96 |
Juneau B 112 9 8.26* 87 3 4.922 109 9 11.860 150 9
Kenai 39,*61 101 0 8.060 852 5.006 1115 7.732 98 «
Ketchikan *0.502 119 1 8.620 91.1 5173 1155 13.6*6 1737
Kodiak *4.289 113 4 7.962 8* 3 5.1S0 1157 12.109 154 1
Kolrebur *5.20*% 115 fi 8.211 87 1 5.970 1313 11.472 146 0
McGrath *7.702 1093 6.899 729 5.5*6 130 6 10.410 132 5
Nome 43.145 1105 8.039 8* 9 5.709 127 5 10.177 129 5
Palmer *2.568 109 0 8.465 89 * 4,672 IC5 8 10,2*6 130 4
Petersburg *3.505 111 * 8.16.1 86 1 5.150 1150 10.808 137 5
Seattle *0.7*0 10* 3 8.779 92 8 5.37* 1200 9.34G 1189
Seward *3.010 107 0 8.059 65 2 5.073 1133 10090 12! *
Sitka ** 570 * 1 7.615 60 5 5.113 114 2 12.358 157 3
St. Mary's *6.719 1196 7.550 79 8 6.10* 136 3 12.908 164 3
Valdel 44,5*1 * 1 8.334 68 1 5.026 1123 12,008 152 8
4
STANDARD CITY. USA 39.053 9.461 **77 7.858

was to update *ho basis for the geographic
Pay differential system paid to employees of
he State of Alaska.

The DOA Kunzhcimer study d ffered from
the DOL Kunzhcimer study in several as-
pects. First, the *baae* families are different
in the twosludtcs. In the DO/Vs Kunxheimer
study the four-person family earns $40,740.
they own their home, which if a 1.000 square
foot single-family home with 3 bedrooms and
| bath They are a two-car family, driving a
1991 Chevrolet I.umina 14.000 miles annu-
ally and a second car 6.000 miles a year

One weakness m taking the Runrheimer
approach in remote Alarkan locations isjljat
resident* of thfi- locations may not typical-
ly consume good* and services in ihe same
pattern that a typical household would For
etample, a family owning two can driven
20.000mile» annually it typical in mott plac
r« m thecountry In many Alaskan location*
the lai * -f aroad system prohibits that kind

boat or snowmachine might be j mor* typi-
cal way of getting from one place to another

The DOA Kunrhmmer study results indicat-
ed that the cosl-of living in moat Alaskan
location; has changed substantially since
the last time a geographic differential study
was performed in 1995 The DOA .lunihe.
imer results also pointed to a narrower range
of cost-of-livmg differentials than other sur-
veys have indtcA'cd While a 1985 Geograph-
ic Differential Study prrformr i by the Sic-
Dowell Group showed a cojt-cf-living differ-
ential of more than J0% between Anchorage
and some Alaskan location*., the 1995 Run-
zheimrr study showed the greatest differ-
ences to be around 15 It rhould be kept in
mind that this comparison is» mewh.n of .an
sapples to oranges* situation The 1995 re.
port priced a Iar?er number of items in a
greater number of areai snd custmirr-! the
market JtLitS t »each are* siudtr 1

Misc.
Goods A
Services,

Other

$18,659
19.525
19.828
20.097
18.938
19.605
19,000
18.663
19,063
19.018
19.521
19.5*7
19.220
18.985
19.395
17.241
18.788
15.48*
20.157
19.173

17.25*

5.Vitf
of transportation consumption An aircraft. CwWM

Pet.

of Std.

1%k,

City

108 1
113 2
11* 9
116 5
1098
1176
110 |
108 2
110 6
1102
ini
1133
HI *
1100
112 *
99 9
108 9
1129
116 6
111 1
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Construction costs somewhat
follow other survce:s

In April of 1995, the Alaska Department of
Labor’s Research & Analysis Section con-
ducted a survey of a market basket of con-
struction materials. The survey, conducted
for the Alaska Housing Finance Corpora-
tion, war. intended to measure the cost of
constructing a single-family residence at
various locations in Alaska The materials
list price includes approximately 307a of the
total dollar value of a list of materials needed
to con struct a model single-family residence.

The cost of construction materials at eight
I laskan locations was measured with some
of the same patterns evident in other sur-
veys showing in the results. (See Figure 3)
Like the other surveys, rural locations tend-
ed to have the highest costs. One notable
difference about this survey is that .Juneau
showed the lowest cost for construction ma-
terials. No other survey showed Juneau to
have the lowest coats for any items priced.

Construction Materials Costs More in Rural Alaska
Selected Construction Materials®

Costs (Alaskan Suppliers). April 1995

now ne«»

twwi V*'X ts:wj t-7.0

Summary:_No ono answer to
cost-of-living question

When looking at cost-of-livmg information,
firstdecide what type of comparison needs to
be made. Are you interested in how prices
have changed over time, or how costs differ
between places? The answer narrows the
field of appropriate cost-of-living surveys.

Next decide on tho suitability of different
surveys—some surveys look at subsets of the
total cost-of-living package, such as the Cost
of Food at Home survey or the AHFC con-
struction cost survey. Some surveys might
look at a population unlike the one being
studied. The ACCRA survey’s inid-manage-
rnent family does not reflect the cost-of-liv-
ing for poverty income families.

In Alaska, particularly in smaller communi-
ties, survey choices are few Only the Cost of
Food at Home and the 1995 Kunzhcimer
surveys include much more than the three
largest Alaska cities These surveys have
their limitations in the scope orappropriate-
ness of the goods priced For this reason,
users might be forced to use an index which
only approximates cost-of-living differences.

(liven their limitations, most cost-of-livmg
indexes involve a compromise answer. Still,
the indexes in this article provide baseline
information to help answer these questions.
When used with care, the information can
help you compare how jar your dollar will go
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SENATE BILL NO. 152
INTHE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE -FIRST SESSION
BV niF. SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

Intmducrd:  4/7/%
Referral:  Finance

A BILL
FOR AN ACT ENTITLED
1 "An Act relating to geographic differentials for the salaries of certain state
2 employees who are not members of a coliecth bargaining unit; relating to
3 periodic salary' surveys and preparation of an annual pay schedule regarding
4 certain state employees; relating to certain state aid calculations based on
5 geographic differentials for state employee salaries; and providing for an effective

6 date*

[ BE IT ENACTED BV THE LEGISLATURE OF THE STATE OF ALASKA:

» Section 1. AS 22.15.220<b) is amended to read:

tbi Each magistrate shall receive annual compensation to be determined by the

supreme court. Salary increases shall be determined on the basis of percentage of pay

8
9
10
u increase the legislature provides for state employees in the classified sen ice. The base
12 salary of a magistrate shall be increased by a Percentage equal t0 three and 0ne-half
13

percent times the number of step increases provided under former AS 39 27 020 that

o|* SB 152
tev Am -JKlurlined :0tU W TTXT ffMCNTIPJ

SBOI52A



a slate employee would receive working in the same election district. A magistrate’s
annual compensation may be payable, at the option of the magistrate, either monthly
in 12 equal installments or semi-monthly in 24 equal installments.

e Sec. 2. AS 29.60.160(a) is amended to read:

(@) Payments to a municipality or other eligible recipient under AS 29.60.110 -

29.60.130 shall reflect area cost-of-living differentials. Payments shall be based on the
sum of per capita, per mile, and per bed or facility grants due each municipality or
other recipient multiplied by the appropriate area cost-of-living differential. The area
cost-of-living differential for each recipient shall be determined (ANNUALLY BY
ELECTION DISTRICT) under the provisions of former AS 39.27.020 and former
AS 39.27.030. Application of the area cost-of-living differential may not result in
distribution of an amount less than the amount of the payment determined without
reference to application of this section.

e See. 3. AS 29.60.290(b) is amended to read:

tb) The area cost of-living differential payable to each municipality under this

section shall be determined (ANNUALLY BY ELECTION DISTRICTI under the
provisions of former AS 39.27.020 and former AS 39.27.030. Except as provided
in AS 29.60.300. application of the area cost-of-living differential may not result in a
payment that is less than the minimum payment determined under (a) of this section
For purposes of this subsection, the election districts used are those designated by the
proclamation of rcappomonmcnt and rcdistricting of December 7. |OM. and retained
for the house of representatives by proclamation of the governor September 3. 1965.

e See. 4. AS 39.27 is amended by adding a new section to read

See. 39.27.021. PAY DIFFERENTIALS, (a) lire following pay differentials

are approved as an amendment to the basic salary schedule in AS 39 27 011.: pj-
(reographic Area Percentage Above (0 *
(Election Districts) Basic Salary Schedule
3.4.and 7 - 33 0 Ioaj'EH
2.5 and 6 ; O so-ft-fr-
34. 35. and 36 10
37+ 40 20

SB 152 2 SB0152A
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(b) A pay differential authorized by (a) of this section applies only to that part
of an employee's gross salary that docs not exceed 530,000 annually, prorated by pay
period.

(c) For purposes of (a) of this section, "election district" means an election
district designated in ihc governor’s proclamation of reapportionmcnt and rcdistricting
applicable to the 1994 general election.

(d) The director may establish salary differentials for positions in foreign
countries or in states other than die Slate of Washington, which must be adjusted as
necessary to maintain equitable relationships between salaries for positions outside
Alaska and in Alaska.

e Sec. 5. AS 39.27 is amended by adding a new section to read:

See. 39.27.031. COST-OF-LIVING SURVEY. Subject to an appropriation for
this purpose, the director shall conduct a survey, at least every five years, to review
the pay differentials established in AS 39.27.021. Hie survey may address factors, as
determined by the director, that are also relevant in review- of state salary schedules.
entitlement for beneficiaries of stale programs, and payments for state service
providers. The survey must reflect the costs of living in various election districts of
the state, and Seattle. Washington, by using the cost of living in Anchorage as a base.

e See. 6. AS 39.35.675(d) is amended to read

(d) In this section "cost-of-living differential” means an adjustment to salary
based on the cost of living in the geographic region where the employee works and
includes a pay step differential under former As 39.27.020 0F under AS 39.27.021.

e See. 7. AS 39.27 020. 39.27.030. 39.27.035. and 39 27.040 are repealed.

* See. 8. LIMITATION ON THE REDUCTION OFEMPLOYEE SALARIES, (a) The
salary th.it an employee is receiving on July I. 1995 may not be reduced by application of a
provision of Uus Act until July I. 1996, so long as the employee remains in the same
geographic area, as defined in AS 39.27 021(a) and tc). as enacted by sec 4 of this Act

tb) If an employee moves to another geographic area after July 1. 1995. both the pay
differential in AS 39 27 021(a), enacted by see 4 of thiv Act. and the limitation on applicable

salary in AS 39 27.021(b). enacted by see 4 of this Act. apply to that employee's salary on

SIMJI52A e], SR 152
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ihc effective date of the move.

(c) Nothing in this Act prohibits a reduction in an employee's salary as ar of a

voluntary or involuntary demotion.

+See. 9. Nothing in this Act modifies or terminates lhc terms of a collective bargaining
agreement in effect on July [. 1995.

* See. 10.Section 8 of this Act is repealed July 1.1990.

e See. 11.This Act takes effect July |. 1995.

SB 152 SBOI52A
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roi» TONY KNOWLES GOVERNOR
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January 30. 1'>96

The Honorable Rick Halford. Co-Chair
Senate Finance Committee

Alaska State Legislature

State Capitol

Juneau. Alaska 90801*1182

Dear Mr. Chair:

1would request that you schedule a hearing on SB 152. “An act relating to geographic
differentials for the salaries of certain state employees who arc not members of a collectsc
bargaining unit.. "as soon as possible

I he Senate | mar.ee Committee held one hearing on SB 152 dunng the closing da>s of last
session At that time, we reported that savings attributable to the non-covcrcd cmplosccs was
estimated to be approximately S1.200.0, with sdditional savings potential as a result of a

ncgona* .d agreement with the Oencral Government bargaining unit (A SK A »that would alloss
reopening for negotiation specifically of the geographic differentia! applicable to that bargaining
‘anil  Subsequently, we has . reached similar agreement ssith >c Supervisors bargaining unit
iAPEA) and the Labor TradevCrafts bargaining unit ‘Local 7I1*AFLCIO) The language in each
contract is slightly different:

(efticral (tosrmmecni unit contract:

"h the cseni ASJ9  nJO 'Paj ucp diftcrmuah b> election doom and e>><o» tsares* a amended. awxlifWilor
aN)kthod either per>=") f* » im M «c 0f tvdo-** to ocprfute roahlIxatioct to thn utcintc notx«
Uu.1 be tonel) atUr the tiET4ficr of tin soxxinm or the cfTrcmt UK of the icftUatfcm. efcxhcsrt shall be first
The parttrs actcc to meet ««hia fom «fn* '] | lay» of freest 0f n»h hefre.xioni ihtil be (oadXKd
Ui"KStto ASJJ *0 "the h*Nx f mpfovmetii ftrlatxxw Att" tuip. atthe oent the pattx-t base &< trathesJ
tretatisc afrrcw j 'mahsa forth-fe tAS»das-. of the =a<tul ‘hrctiif. the ptrt>r* ap/te that tho *h*ll he at impasse
V xhej shall ptotnl mutual affremcni to rttend these tone frame* “

Supervisor* unit contract:

‘fathenna VMS 020'fn stepdiftrrroaal b> fiKlxa -Uuixt aU asother tWn n x-xr.drd modified, «
the prosn>o1 of AS >9 2* regarding pas t*rp diflcrmtioli a» to amended trvislifxd or ihM tiM  thail

rrpfarr Attxle ’I 2 (Koeraphic Oiffrtrataali co the rffnme A‘r of the (tup|n «<h the Mkmiec rurp»m

lathose tmtarxn M «P«h afewfiapA* differential 0f a*urtto* tarfaeeif t ut aservpr < Ic—ered tn
SH.ogveae« Of the prvn ur.iof AS>9 2? under tho ley- he salarxs Fsffevrd FItF|u£a( : to afcemhm

e «.K



Senator Kick Halford January 30 1996

(except tn eases of demotion) tlull be Jiorcn for the life of ihc Agreement \Olong a*ihcy rcmatn in (heir current
geographic diffcrenlul area, or until ulary .ncreatei or changer in the bargaining I’'mt Member'* position rrsult in
the Member receiving a higher ulary than the frozen amount. in the cave of a demotion the Member'* geographic
differential dull be iro/cn for the life of 'he Agreement ai the rate tn effect prior to the incorporation of the
provision* of AS 39 27 into dm Agreement-’

I.TCunit;

"In the event AS39 27 020 "Pay vtep difTcrentuU by election district and n .ither stales” b amended, modified, or
abolished in 14°*, rithcr party may give written notice of it*dciire to rsegotutc modification* to dm section Such
notice dull be timely after the signature of the Governor or die clfective date of die Icgtsution. whichever shall be
tint  The panic* agree to meet wrthtn -15 dav* of receipt of vuch note Nejotiaiion* dull be conducted subject to
AS23 40 "The Public Employment RetatKn* Act" except, m die event the panic* ha*c not reached tentative
agreement withrn 45 day* of the tnitul meeting, the panic* agree that they dull be a- mpawc Nothing dull prevent
mutual agreement to extend there tunc frame*

Application of the geographic differential pay scheme contained in SB 152 to these three
employee groups is estimated to vase :n excess of So miihon :n addition to that saved by the non*
covered employees once fully implemented for all employee* tn the units However, immediate
savings will begin to accrue with turnover of employees in positions impacted by the geographic
differential changes llscsc savings are not incorporated into the FY 97 budget. Juc to the
purposed one year frcc/c of salaries following the effective date of the legislation However,

p- wage this session would allow a full reflection of savings in the FY 98 budget

b ill52 needs some modification to reflect the delayed implementation necessary with a 1996
effective date as opposed to the 1995 effective date as introduced Wc will be happy to work
with you in developing the necessary amendments. If you have jny questions or need additional
information, plcj’-e contact Alison Elgcc at 4f»5-5668

Sincerely.

Mark Boyer \
Commissioner
Mil nn
cc Alison Mgcc
Deputy Comnusvoncr
Department of Administration

pat Pourchot
legislative liaison
Office of the Crovcroor

Aruulcc McConnell
Director
Office of Management and Budget
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April 7. 1995

The Honorable Dntc Pearce
President ofjlic Senate
Alaska .Swuc Legislature
State Capitol

Juneau. AK *>9801-1182

Dear President Pearce

| ndcr the authority of art Ill. see 18. of the Alaska Constitution. I'am transmitting a bill
that revises geographic pay differentials for executive branch partially exempt employees
and classified service employ ees not covered by a collective bargaining agreement, and
for employees of the legislature Upon passage of ‘Jus or similar legislation. Ialso will
issue an administrative oider making the same adjustments to executive branch exempt
personnel The f Il'also amends statutes that relate to certain state aid to municipalities
and other eligible recipients that is calculated based on the geographic pay differentials
and changes or deletes statutory requirements regarding salary suncvs

In the mid-1"80°s. the state conducted a comprehensive cost-of-living study for the
utfcrent areas of Alaska That study showed that the geographic pay differentials
*mtained in AS 39 2 m20i.il did not accurately reflect the actual differences in the cost-
of-living in cities and towns around the state As a result of this study, the collective
bargaining agreements between the slate and the various unions representing state
employees, which had differentials based on those in AS 39 27 02(Xa). were changed to
reflect the actual differences However, because AS 39 27 020<a> was not amended, state
employees not coveted by collective bargaining agreements continued lo be paid using
omdaicd differentials Some wctc underpaid, bui more were overpaid, costing the state
several hundred thousand dollars each year Since the mid-1980s. cost-of-livir;g
differences within Alaska have been reduced even further This bill repeals AS 39 2% 020
and seis out new provisions in a proposed AS 39 2* 021 10 make long overdue changes
to the geographic pay differentials The bill makes certain conforming technical
amendments to statutes relating to magistrate salaries and to the Public Employee*
Ket.remeni System, to acknowledge the repeal and the new provisions



April 7

Page 2

Ihc bill also provides, as did the various collective bargaining agreements, that no
employee will have his or her salary immediately reduced as a result of the new
differentials. However. ['am not proposing that incumbent employee salaries be frozen
forever Instead, the salary of an employee who remains working in an area where the
differential is lowered would not be reduced until one year after the effective date of the

bill.

One significant difference between this bill and previous approaches to geographic pa\
differentials is that this bill limits, to $30,000 per year, the amount of an employee's gross
pay that would be subject tr a differential adjustment This acknowledges the basic
purpose of geographic differentials: compensating for higher basic living expenses This
approach removes the aspect of raising overall pay levels through differentials

Statutes relating to state aid to municipalities and other eligible recipients for roads,
health facilities and hospitals, and volunteer fire departments, contain a provision
increasing aid to areas with a higher cost of living, and tying the increases to the
differentials in existing AS 39 2" 020(a) Because many municipalities and other
recipients have relied on the cuncnt differentials in iheir planning, this bill provides that
the differentials in existing law will continue to apply for this purpose

The bill also requites the director of the division of personnel to conduct a study every
Jive ycats, starring in 1999. to review geographic differentials. This requirement replaces
the current statutory requirement that an annual survey be done both of cost-of-livmg
around the state and of the relationship between state salaries and salaries of other
employers In addition, the bill repeals the icquiremcnt that the director conduct an
annual survey for purposes ol making university employee salary recommendations to the
Board of Regents of the U niversity of Alaska Because of budgetary constraints, none of
these annual surveys have heen done

| urge your prompt consideration and passage ot this bill

Sincerely.

T.myVnowles



SB 152 - Witnesses Before the Senate Finance Committee

Elgee, Alison Dept, of Administration, Dep. Director 4/26/95

McDonald, Gregg Public Safety Employee's Assn. (PSEA) 4/26/95
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