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SB 2 - Unemployment Compensation: 
Noncertificated School Employees

Fiscal Note Analysis for Local School Districts

Based on Alaska Industry Occupation Outlook, the Department o f  Labor (DOL) 
estimates that 9.000 people arc employed as noncertificu school workers. From this 
total. DOL estim ates  that approximately 3..S00 employees would be potentially eligible 
for UI benefits during the sum m er months.

The Departm ent o f  Labor estimates the following:

Using an average weekly benefit amount for all UI claimants o f  $171 and projecting an 
average duration o f  8.3 weeks, the potential total cost of benefits is estimated at 
$5,393,340.

As reimbursable em ployers under the State's unemployment insurance program, school 
districts would be billed quarterly for actual benefits paid to their seasonal workers.

In the first year o f  eligibility, it is estimated that approximately 1.500 noncertificated 
em ployees will file for unem ploym ent insurance. Cost to school districts is projected at 
$2,128,950.

During the second year o f  eligibility, it is estimated that approxim ately 2.260 will tiic fot 
unem ploym ent insurance. Cost to school districts is projected at S3.207.618.

In the third and subsequent years o f  eligibility, it is estimated that approxim ately 2 ,600 
will file for unem ploym ent insurance. Cost to school districts is projected at $3 ,690,180.

NOTE. If a school district is on a percentage o f  payroll method, over time, the financial 
impact to the school district will be even more significant.
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D e a r

1 w o u ld  l ike  to  a J d r c s s  m y  s u p p o r t  o f  S B  2 w h ic h  y o u  r e c e n t l y  
s p o n s o r e d .

I a m  a s e c r e ta r y  in  th e  M a l - S u  B o r o u g h  S c h o o l  D is t r ic t .  T h e  p r o s p e c t  
o f  e a c h  u p c o m i n g  s u m m e r  w i th  n o  in c o m e  te n d s  to  p u t  r i s e  m y  
a n x ie t y  le v e l  a b o u t  th is  t im e  d u r in g  e a c h  s c h o o l  y e a r .  It is d i f f i c u l t  to  
o b t a i n  o n e  to  t h r e e  m o n th s  e m p l o y m e n t  to  s u p p l e m e n t  m y  i n c o m e .

T h a n k  y o u .

S i n c e r e l y .

C h e r y l  L. C la rk

/  c c



N E A - A l a s k a
- hliltait ii mill tiii Xiitiuiuil l i/iimfimi Aiiiviiiiihh

NF A-ALASKA POSITION STATEMENT 
SB 2

NEA-Alaska supports SB 2. "An Act re/anny to unemployment compensation fo r  p a  sons 
employed by education'll institutions in other than educational. research, or puncipal 
administrative capacities. "

NEA-Alaska supports passage o f  SB 2 to correct an inequity that exists between 
nonccrtificd school employees, who work less than one year but don't qualify for 
unemployment benefits, and private and public sector workers, who work par o f a year 
but qualify for unemployment benefits

Current state law prohibits a noncertiticd school employee from drawing unemployment 
benefits during the summer months School employees arc not treated in the same mannei 
as seasonal, local government or state employees or. for that matter, private sector 
employees who qualify for unemployment during periods when they do not work and yet 
have an expectation to work after their period o f unemployment

The history o f denying unemployment beretits to noncertified school employees changed 
when President hush signed into law the Emergency Unemployment Compensation Act 
(PL 102-164) itt 1991 that provided for the lifting o f the prohibition

In Alaska slight exceptions have been made for some nonccrtificd employees Even 
though state interim benefits (S IB) are currently not funded. Section 23 20 354 o f the 
Alaska Employment Security Act provides SIB to nonccrtificd individuals who provide 
compensated service to a school district for teaching indigenous languages

Alaska has many nonccrtificd school employees who work nine, ten or eleven months with 
no expectation o f  employment for the three months, two months or one month they do not 
work What makes matters worse for these employees is having no opportunity to accrue 
full year retirement credit while not working In other words, they are not considered 
twelve month employees compared to certified employees who arc compensated as yearly 
employees Nonccrtificd employees receive no compensation from the school district 
during the summer.
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It is difficult for a cafeteria worker, secretary, teacher aid. custodian or mechanic to secure 
limited one to three month employment opportunities in the private o r  public sectors, The 
reality o f  this situation is a person w orks only nine months but must otrctch personal and 
family budgets in order to pay for twelve months of family expenses.

Another inequity within the system is that noncert.ficd employees w ho  are employed under 
a separate district contract, such as bus drivers or cafeteria workers, are eligible for 
unemployment benefits. It is unfair that employees who are performing the same job 
should be discriminated against depending on where they work in Alaska.

Many nonccrtificd school employees arc permanent Alaskan residents. Benefits provided 
them will be spent in local s tores and businesses. In 1992, Alaska paid S25.4 million in 
benefits to those who had w orked  and earned wages during their base period in Alaska, 
but they lived and spent unemployment benefits out o f  the state. It doesn 't  seem fair to 
provide benefits in this manner while at the same time denying those same benefits to 
school support personnel

The benefit is small. If a person m akes S17.000 annually, the unemployed individual will 
receive S I 72 per week plus $24 per dependent for a r rax ir  urn duration not to exceed ten 
o r  eleven weeks However, this small benefit may provide an unemployed Alaskan basic 
family necessities The icvel o f  benefits will likely not cause a person to  choose 
unemployment over the opportunity  to  work

It is difficult to  estimate the direct financial :ost to school districts Som e employees will 
not apply for benefits for num erous reasons, and other employees will not be available for 
work during the summer Therefore, it is dffiicult to calculate use. Additional 
complications include not having clear data on the length o f  employment, compensation 
paid and the number o f  dependents  o f  nonccrtificd employees.

The shortened work year causes a nonccrtificd school employee to depend on  another 
working spouse or another short t e r n  job  just to  make ends meet The extension o f  
unemployment benefits simply pro tec ts  those w ho  are unable to  find w ork  and want to 
work.

NEA-Alaska urges the com m ittee to  r a s s  SB 1

4-24-95
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SB 2: "A n  A c t  re la ting  to  u n e m p lo y m e n t c o m p e n s a tio n  for p e r s o n s
e m p lo y e d  b y  e d u c a tio n a l In s titu tio n s  in o th e r  th a n  ed u ca tio n a l, 
re sea rch , or p rincipa l a d m in is tra tiv e  ca p a c itie s . "

S p o nsor: S e n a to r G e org ianna  L inco ln

This le g is la tio n  is in te n d e d  to  ach ieve  e q u ity  for n o n -c e rtif ie d  sch o o l e m p lo ye e s 
w ith  o th e r e m p lo ye e s  w h o  w o rk  less th a n  a fu ll year and rece ive  u n e m p lo y m e n t 
in su ra nce  It w o u ld  requ ire  p a y m e n t o f u n e m p lo y m e n t in su ra n ce  to  n o n  te a ch in g 
s ta ff d u rin g  su m m e r la y o ff. Persons re ce iv in g  b e n e fits  u nder th is  le g is la tio n  w o u ld 
be ava ilab le  fo r w o rk  b u t unable  to secu re  w o rk . A p erson  to  w h ic h  co m p a ra b le 
e m p lo y m e n t is o ffe re d  w o u ld  be requ ired  to  w o rk .

C u rre n tly  s ta te  e m p lo ye e s  and p riva te  se c to r e m p lo ye e s  q u a lify  fo r u n e m p lo y m e n t 
in su ra n ce . S om e e m p lo ye e s  are co n s id e re d  seasona l e m p lo ye e s  and q u a lify  fo r 
u n e m p lo y m e n t d u rin g  p e rio d s  w h e n  th e y  are u n e m p lo y e d . S cho o l e m p lo ye e s  are 
u n e m p lo ye d  d u rin g  the  su m m e r m o n th s  b u t are s p e c ific a lly  d isq u a lifie d  fro m  
a p p ly in g  fo r b e n e fits  w h ile  o th e r e m p lo ye e s  w h o  e ith e r w o rk  for the  s ta te  or 
p riva te  s e c to r d ra w  b e n e fits  fo r s im ila r periods o f u n e m p lo y m e n t. Th is le g is la tion 
a tte m p ts  to  c o rre c t th is  in e q u ity .

S im ilar e m p lo y e e s  are tre a te d  d if fe re n tly  in the sam e d is tr ic t  fo r u n e m p lo y m e n t 
b e n e fit e lig ib ility  in so m e  sch o o l d is tr ic ts . Som e e m p lo ye e s  w o rk in g  to g e th e r for 
the  sam e s ch o o l d is tr ic t  can q u a lify  w h ile  o th e rs  d o n 't  q u a lify . S p e c ific a lly , a 
scn o o l b us  d r iv e r e m p lo ye d  b y  a sch o o l d is tr ic t does n o t q u a lify  fo r b e n e fits  b u t a 
sch o o l b us  d r iv e r e m p lo ye d  b y  a p riva te  sch o o l bus se rv ice  does q u a lify . B o th  can 
accrue  s im ila r e a rn in g s  b u t the  person  w o rk in g  fo r the  s ch o o l d is tr ic t is d isq u a lifie d 
d u rin g  the  su m m e r w h ile  the  p erson  e m p lo ye d  b y  a c o m p a n y  p ro v id in g  sch o o l bus 
se rv ice  q u a lifie s .

Those w h o  a rgu e  e xce ss ive  c o s ts  to  the  sch o o l d is tr ic t are hard  p re sse d  to  exp la in 
h o w  the  c o s t o f p riva tize d  e m p lo ye e s  arc a cce p ta b le  on the  one han d  w h ile  sch o o l 
d is tr ic t e m p lo ye e s  on  th o  o th e r hand are n o t.

In a d d itio n  to  c o rre c tin g  an in e q u ity , th is  le g is la tio n  is in tro d u c e d  to  in c lu d e  a c lass 
o f e m p lo ye e  in the  u n e m p lo y m e n t in su ra n ce  p ro g ra m  h is to r ic a lly  e xc lu d e d  a long 
w ith  baseba ll p la ye rs  and illega l a liens. These sch o o l w o rk e rs  hove  been  e xc lu d e d 
fro m  d ra w in g  u n e m p lo y m e n t in su ra nce  s im p ly  because  th e y  w o rk  fo r p u b lic
sch o o ls .



M a n y  o f these  em p lo ye es have  sum m er |Obs and thus w ill n o t be e lig ib le  for the 
b e n e fit. Schoo l em p lo ye es w o rk in g  tw e lv e  m o n th s  w ill by v ir tu e  o f the ir w o rk  be 
e x c lu d e d . Em ployees w h o  are une m p loye d  in the su m m e r w h o  ca n n o t find  w o rk 
sh o u ld  be inc luded  in the  u n e m p lo ym e n t insu rance  p ro g ra m  b ecau se  th e y  are n o t 
w o rk in g . M a n y  o f these e m p lo ye es  w a n t to  w o rk  b u t co m p a ra b le  jobs are not 
ava ilab le .

This bill is des igned  to help  w o rke rs  and the ir fam ilies d u rin g  d if f ic u lt  pe riods of 
u n e m p lo y m e n t bv re m o v in g  an e xc lu s io n  th a t is in d e fe n s ib le .

Page  2 SB 2: Unemployment Benefits for Ed Suppor t  Employees
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S U B J E C T :  Sectional Summary o f SB 2. (Unemployment compensation for
noncertificated school employees)

TO : Senator Georgianna Lincoln

-  ■ r L ' ' 1,
FROM : Teresa B Cramer '

Legislative Counsel

You have requested a sectional summary o f the abovc-descnbed bill As a preliminary matter, 
note that a sectional summary o f a bill should not be considered an authoritative interpretation 
o f the bill and the bill itself is the best statement o f its contents

Sections I - 4 remove reference to AS 23.20 381(h) from the statutes relating to 
unemployment compensation to conform to the repeal o f that subsection in sec 5 o f the bill.

Section 5 repeals AS 23 20 381(h) That subsection makes noncertificated employees o f 
school districts, regional educational attendance areas, and other educational institutions 
ineligible to receive unemployment compensation i f they arc unemployed between school 
years. The subsection states

Benefits based on services for an educational institution in other than an 
instructional, research, or principal administrative capacity may not be paid to 
an individual for a week o f unemployment that begins during the period 
between two successive academic years or terms i f the individual performed 
those services in the first o f those academic years or terms and there is a 
reasonable assurance that the individual w ill perform those services in the 
second o f those academic years or terms I f an individual is denied benefits 
for any week under this subsection and the individual is not later offered an 
opportunity to perform services for the educational institution in the second 
academic year or term, the individual is entitled to a retroactive payment o f 
benefits for each week for which the individual filed a timely claim for benefits 
and for which benefits were denied solely under this subsection



( U n d e r  A S  23  2 0  3 8 1 ( e ) .  t e a c h e r s  a n d  a d m i n i s t r a t o r s  w h o  h a v e  a  c o n t r a c t  o r  r e a s o n a b l e  

a s s u r a n c e  o f  r e e m p l o y m e n t  f o r  th e  s e c o n d  s c h o o l  y e a r  a r c  in e l ig ib le  f o r  u n e m p l o y m e n t  

c o m p e n s a t i o n  f o r  p e r i o d s  b e t w e e n  s c h o o l  y e a r s . )

Senator Georgianna Lincoln
February 20. 1995
Page 2

T C . k l b  

9 5 - 0 8 9  k lb



&  NBA - A l a s k a
Atlilhitiii i itli tin \iiiiu in il MiiuittiHi A/minium

February 23, 1995

Position Paper 

SB 2

‘ JEA-Alaska supports passage of Senate Bill 2 because it corrects an ineauity currently existing 
between noncertified school employees who work less than a full year ana don't qualify for 
unemployment benefits while private and public sector workers who can work part of a year 
do qualify for unemployment benefits. Current state law prohibits a noncertified school 
employee from drawing unemployment benefits during the summer months. By this practice 
school employees are not treated in the same manner as seasonal local government or state 
employees, or for that matter, private sector employees who qualify for unemployment durum 
periods when they do not work and have an expectation to work after their period of 
unemployment.

The history of denying unemployment benefits to noncertitied school employees changed when 
President Bush signed into law the Emergency Unemployment Compensation Act (PL. 102- 
’ 64) from 1991 providing for the lifting of the prohibition.

In Alaska slight exceptions have been made for some noncertified employees. Even though 
state interim benefits (SIB) are currently not funded. Section 23 .20 .354  of the Alaska 
Employment Security Act provides SIB to noncertified individuals who provide compensated 
service to a school district for teaching indigenous languages.

Many noncertified Alaska school employees who work nine, ten or eleven months w ith no 
expectation of employment for the three months, two months or one month they do not wo k. 
These employees have no opportunity to accrue retirement credit while not working and 
receive no compensation from the school district during summer.

It is difficult for a cafeteria worker, secretary, teacher aide, custodian or mechanic to secure 
limited one to three month employment opportunities in either private or public sectors. Such 
employees must work only nine months but stretch personal and family budgets to pay for 
twelve months of expenses.

Many noncertified school employees are permanent Alaska residents. Benefits provided them 
will be spent m local stores ana businesses. Alaska paid 525 4 million m cenefits during 1992 
to those who have worked and earned wages during their base period m Alaska but lived ana 
spent unemployment benefits out of state. It seems unfair for the stato to provide oenetits m 
this manner while denying them to resident school support personnel

The benefit is small. During 1994 a person who made 51 7,000 annually would receive 5172 
per week plus 5 24 per dependent for a maximum duration likely to not exceed ten or eleven 
weeks. This small benefit can provide an unemployed Alaskan oasic family necessities. Sucn 
i level of benefits w ill not likely cause i recipient to choose unemployment over the 
opportunity to -work.
VXCIIQR.U1E RFlitONAL OFFICE • Mil « t.uj \»* c« WIxvjcc UivLi'WSn.t • *'4 • r»• < • i \ \  'Xi*
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Page 2 NEA-Alaska Position on SB 2, Unemployment Benefits for ESPFebruary 23, 1995

The direct financial cost to school districts is difficult to estimate. Some employees will likely 
oppose applying for benefits for a variety of reasons while others may not be available for work 
during summer months. To establish costs would require data on length of employment, 
compensation paid and number of dependents of noncertified employees in this workhorse 
pool.

Noncertified school employees who work shortened years must depend on another working 
family member or various short-term jobs to make ends meet. Extension of unemployment 
benefits is a legitimate investment for state government to make to protect those who are 
unable to find work and want to work.

NEA-Alaska urges the Senate HESS Committee to pass SB 2. Thank you for your 
consideration. pol Es»uii>«n <n



U n e m p l o y m e n t  I n s u r a n c e  

B e n e f i t  P a y m e n t s  ~ chapter2

This chuptcr focuses on tlic payment of unem­
ployment insurance (UI) benefits ■ where the 
money/foes. A general description of the regu­
lar UI benefit payment system is presented first, 
with discussions of eligibility provisions, the 
benefit schedule, dependents benefits, and du­
ration. Next, brief surnmattes of extended ben­
efits. the new emergency unemployment com­
pensation program (EUC), and state supple­
mental benefits programs are provided. Fi­
nally, the distribution of payments by indus­
try and area is covered: a comparison of the 
characteristics of EUC recipients with those 
who claimed only regular UI benefits in 1992; 
and some highlights from a study of claimant 
repeaters done on the calendar year 1992 re­
cipients of regular benefits.

UI Benefit Payments
Increase for the Third Year_______________

In 1992, Alaska paid 5175,832,126 in unem­
ployment compensation to 64,482 claimants 
covered under state and federal systems. (See 
Table 2.2 on page 30 and Table 2.14 on page 
45 I This was 36.2% more benefit dollars paid 
than in 1991, and 76.3% more than was paid 
in 1990. The number of claimants in 1992 in­
creased 13 6% from the prior year, and 29.0% 
from 1990.

Total unemployment compensation benefit 
payments had been steadily increasing from 
1980 until 1986. Butin 1987 total dollars paid 
($139.2 million) began to decline and contin­
ued to do so through 1989 ($81.9 million). In 
1990, however, the trend changed again and 
benefit payments increased 21.8% over the 
prior year, and have increased each year since 
then. (See Table 2 14).

The proportion of total unemployment compen­
sation benefit payments made to out-of-state 
claimants declined steadily from 1987 through 
1991 In 1992. the trend was halted when out 
of state claimants took 21.5% of all benefit 
payments

Unemployment compensation payments were 
distributed through lour different programs in 
Alaska in 1991 and 1992. In 1992, the regular 
unemployment insurance program (regular 
benefits) accounted for 72.9% of all dollars paid; 
the Extended Benefits (EB> program was 
eclipsed by the EUC program which accounted 
for 26.8% of all dollars paid; and the State 
Supp'emental Benefits <SSB) program ac­
counted for about 0,3% of all dollars paid.

"Regular Benefits" is the
Basic UI Program in All States____________

The regular UI benefits program— the state's 
largest unemployment insurance program—  
has been in existence since the Employment 
Security Act of 1937, and is the only program 
continuously available in all states. Eligibil­
ity for regular benefits in Alaska is established 
by earning at least $1,000 in the claimant's 
“base period" with at least $100 earned out­
side the quarter of highest earnings.

Amount of UI Payments, 
Regular Benefits 1983-1992

Million*

Figure 2.1

 U  'A :l-r. ♦«. , • ••
83 84 85 86 87 88 89 90 91 92

Year
_ . Outof-Stnto M ln -S tato

tM e does not include nonobt payments made ttmxjtjn federal programs 
Source Alastia department ot LaOor. Oetearcti 4 Analysis Section
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Unemployment Insurance Claimant 
Characteristics, 1992 Table 2.2

All RociDlonts All RociDioms
Characteristics Number % of Total Characteristics Number °4i ol Total
Total 64.482 1000 Avinagn Annual E a rn in g * (I) :

1 .000- 0 .999 18.853 29 2
S *« : 10,000-10 999 20.230 31 4

M ai* 41 ,698 04 7 20.000-29.099 12.446 19 3
Fomitlo 22.784 3 5 3 30.000-30.999 0 331 9 8

40 000-40.999 3.331 5 2A«* 50.000-50.900 1.752 2 7
Lon*than  21 teat 2.6 00 .000-60  999 878 1 4
21-24 6 .257 9 7 70.000-79.999 418 0 0
2S-34 21.047 3 4 0 80.000-89.999 1G8 0 3
36-44 20.103 31.3 90 000* 75 0 1
45-54 0 .993 15 5
55-64 3 .889 6 0 Geographic Location:
65* 512 0 8 Aluutian itiand* f a i l  C  A 82 0 1

Aloulian Island* W a ll C  A 05 0 1
Numbar ot Dopondnnts Anchoiag* Borough 17.254 26 8
0 39.262 6 0 9 Bothol C an tu s A/»* 859 1 3
t 9.988 IS  5 Hrislol B ay  Borough 86 0 1
n 8.954 1 30 Donah Borough 173 0.3
3* 6 .278 0 7 Cillmgham C anau* A<04 292 0 5

Faubanka North Star Bcrough 6.699 10 4
Ethnic Background: Hai no* Borough 324 0 5
A laska NaiivoiAm orican Indian 8.108 14 1 .unoau  Borough 2.227 3 5
Awan and Pacific  laiandm 3.025 4 7 Konai Pom niu la  Borough 5.957 9 2
B lack 2.444 3 8 Kalch ikan Gafoway Borough 1.652 2 6
H itp an ic 2,130 3 3 Kodiak Itiand  Borough 1.589 2 5
Whlto 47 ,256 7 3 3 Lain 4  Pom ntula Borough 103 0 2
No Inlorm alion 513 O S M atanutka-Suutna Borough 5.108 7 9

Norn* C an tu *  Aroa 740 1.1
induttry North Slooo Borough 266 0 4

A cn cu llu r* . Fo r** rry *n d  Fiahlng 539 08 Northwest Arne Borough 738 1 1
Mining 4,360 6 8 Prm c* ol W aioa-O ular Kalch ikan  C .A . 873 1 4

O il and G a t 3 ,706 SO Sitka Boiough 652 I 0
O lhar Mining 570 00 Skagway-Yakutat-Angoon Conaua A /* 907 0 9

Contract Conttruction 8 .602 13 5 Southoas* Faubanka Conaua Aroa 574 0 9
M anulactunng 0 .525 14 1 Valdo/-Cordova Cornua Araa 1.120 1.7

Food P io rtucti 8 .118 4 5 V/ado Hampton C ontua A r t* 409 0 6
lu m b a r and Wood Product* 1.926 3 0 W rangoil-Potottburg Conaua Aroa 841 1 3
Papnr P rod uct! 438 0 .7 Yukon-Koyukuk Contua Aroa 724 1 1
Othof M anulactunng 1,043 1 6

T ia n ip o t t , Com m unication* and LfUI. 5 6 7 2 a a Total tn-Stata 50 044 * 7 6
Ttad* I t , 404 17 7 O u '-o l-S ta t* 14,438 22.4
F ln a n c* . Inau ranc* and tt«* l E i la t * 2 .036 3 2
San n c** t4 .S91 2 2 6 Local O ffic*
Public Adm inm ration 7 .2 * ' 11 4 Anc norag* 15.684 2 4 3
Jn c la an fiad 331 O S Both*! 448 0 7

Conttal -  Intatttat* C laim s 14.438 22.4
O ccupation Conttal -  Mail C la im i 6.051 9 4

A g n cu llu t* . FiU ung and Forcatry 2.122 3 3 Dillingham 302 0 5
Ooochwork 374 0 0 Eag l*  rbvui 1.510 2 4
Clone al and Sa l*a 12,802 1 00 -anbanka 0 .079 10 4
M achm * T ra d * t 3,024 4 7 CiannaMcn 340 O S
Proeaaung 4 071 S 3 Hom*t 1.283 2 0
P io lo ss io n a l Tochm ca land  M anagona 10.130 1 57 -unoau 2,149 3 3
Sacvte* 1.678 1 3 5 Kanat 3 0 5 2 5 7
Structural Weak 15,707 2 4 4 Ketchikan 1,514 2 3
M iK*H annoua and Unknown 7.565 11 7 Kodiak 1.508 2 3

Kotiobu* 709 1 1

M atan u ua-Su u tn a 4 887 70
Norn* 482 0 7

Not* Parcon lago* may not add up to 10444 d u * to rounnmg Patwabuig 377 0 6

Sowar d 181 1 4

jouics AJataa 0 *p * itm *n t of Labor K au M icn  and A nalya il 5<tka 610 1 0
B E S P  8003 C laim ant C h a ra c t*n *n c i Tap * Yard*/ 540 0 9

7<* 386 0 6
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A l a s k a ’s  UI B e n e f i t  

F i n a n c i n g  S y s t e m C h a p t e r  3

The Other Side of Unemployment Insurance

This chapter focuses on the other side of un­
employment insurance i UI): where the money 
comes from to pay benefits. The core of the 
financing system is discussed first with its ben­
efit costs and the benefit cost rate. The UI 
trust fund is described, along with a discus­
sion of the general level and trends of employer 
anu employee taxes. This is followed by an 
explanation of the tax calculation procedures 
and formulas, experience rating, and the trust 
fund solvency adjustment. Then the adminis­
tration of the program and revenue from di­
rect reimbursements to the fund are examined. 
Finally the issue of subsidies is addressed, and 
a short explanation of the impact of the EUC 
program on Alaska's tax rates.

Unemployment Insurance
is a Self-Financing System_______________

Unemployment compensation is an insurance 
program, not a social welfare program. As such 
it should be self-supporting. This means that, 
in the long run. employer and employee con­
tributions and reimbursements must be 
roughly equal to benefits paid out to claimants. 
Each state has its own financing system to 
achieve that goal by varying employer taxca 
and in some cases employee taxes. Alaska is 
one of only two states that tax employees each 
year in order to pay for part of benefit costs.

Alaska's system previously was based soiely 
upon the “reserve multiple” (a system still used 
in many states), which vanes tax rates accord­
ing to a schedule based on the ratio of UI trust 
fund reserves to payroll, In 1980. state law 
transformed the unemployment insurance tax 
structure into a self-adjusting financinl system 
based less upon trust fund reserves and more 
upon UI benefit costs. The tax base automati­
cally adjusts to changes in average earnings 
and the tax rate automatically adjusts to 
changes in benefit costs, payroll, and the trust 
fund reserve ratio.

✓

Benefit Costs and the Benefit
Cost Rate Drive the UI System____________

The pnmarv purpose of any financing system 
is to cover benefit costs. The cost of benefits 
is expressed as the ratio of the amount of ben­
efits paid in the current year to the total pay­
roll during the previous year. This ratio is 
cailed the benefit cost rate (BCR). It is a 
measure of the potential funding needed to pay 
unemployment benefits, and tho financial im­
pact of unemployment benefits on the economy 
of the state.

Alaska’s benefit cost rate is high compared to 
other states. The benefit cost rate for taxable 
employment was 2.4% in 1992 and averaged 
2.4% for the ten-year period from 1983 to 1992. 
(See Table 3.1 on page 55.) Rates Cor all other 
states are usually well below 2.0%. The high 
benefit cost rate in Alaska is attributable to 
both the greater seasonality of employment, 
and the fact that a larger proportion of the 
unemployed inAlaska receive UI benefits than 
in any other state.

Benefit cost rates in reimbursable employment 
tend to be about one third the rate in taxable 
employment The benefit cost rate in rcim- 
bur- ’e employment was 0.6% in 1992 and 
aver; about 0.7% over the ten-year period 
from . 8a to 1992. These low benefit cost rates 
result trom the generally stable and non-sea- 
sonal employment practices of our major re­
imbursable employers: state and local govern­
ment.

The UI Trust Fund Is a Savings
Account for Paying Benefits_____________

Each state has a trust fund for the sole pur­
pose of paying unemployment insurance ben­
efits. Withdrawals are made from reserves as 
needed to make payments to claimants: taxes, 
reimbursements, interest, and other sources 
of contributions ore deposited into the fund to 
build reserves.
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UI Regular Benefit Payments (Taxable and Reimbursable) by 
Industry—Interstate as a Percentage of Total, 1 9 8 3 - 1 9 9 2  T a b l e  2 . 1 2

INDUSTRY 1963 1964 1985 1960 1967 1986 1909 1990 1991 1992

NUMBER OF WEEKS PAID

Total* (Ind. uncia**) 25.0 242 21.0 21.4 23.7
\
220 203 102 17.7 190

Ag,.For. AFt*t» I I I 20.6 20.0 21.3 10.1 18 4 13.0 22.4 21.8 200
Mining 25 A 200 253 29.5 290 21 7 105 13.4 17.4 10.7
Oil and G** 23.7 240 23.1 20.4 290 21.4 109 12.0 103 190
Oihor Minina 3X7 330 332 30.0 290 230 21.7 102 23.0 205

Conaoucuon 114 200 17.0 too 10.1 13.6 11.4 10.7 100 10.4
Manufacturing It 2 412 30.0 34.8 340 340 32.1 38.3 36.0 392
Food Product* 526 S2.0 46.1 42.8 41.1 300 38 4 409 400 44 0
Lumber A Wood 310 373 31.1 22.4 31 0 32 1 296 292 332 330
P*p*r Product* 130 11 • 100 17.0 22.1 330 336 372 390
Oth*r Mfg. 204 232 10 0 102 21.0 230 170 10.1 14.3 10 0

Tran* , Comm.A (Ail. 21 0 206 10.1 100 20.8 20.1 18.7j* 14 0 162 102
Trad* 23.4 21.7 18 0 202 23.0 22.0 109 107 13.6 103
Fin., In*. A R E. 2«.l 200 202 27.3 305 20.0 27.1 24 0 190 22.2
S*rvrc** 21 j 23.8 20.5 20.4 236 21.8 100 17.0 169 170
Public Admin. 203 16 6 17.4 20.1 23.3 23.7 19.7 10.0 100 107
Uncl*u<n*d 203 24 3 200 10.7 110 12.0 130 10 0 12.2 14 0

NUMBER OF FIRST PAYMENTS

Total* (incl. uncia**.) 220 200 110 10.1 20.5 10.7 10.1 10.5 10.7 182
Ag.. For. A Ft*ti 200 10.1 10.7 22.4 106 202 147 240 22.7 24.1
Mining 25.1 24.1 24.0 270 24.3 106 168 136 100 170
Oil and 0** £2.0 22.1 22.7 27.0 24.4 17.7 154 12.0 182 177
Otf)*r Mining 324 30.6 330 200 230 22.7 17.3 203 199 10 5

Contt/ucUon 173 11.1 15.7 182 162 100 103 9.4 96 92
Manulactunng 440 306 34.4 336 332 31.8 31.5 350 39 1
Food Product* 523 502 44.1 42.5 309 384 302 402 41.1 404
Uimb*r A Wood 3S2 31.0 31.3 30.0 302 292 200 29.4 313 32.1
P*p*r Product* 100 7.7 8.8 140 203 20.1 337 20.0 29.1 31.0
Othar Mlg. 11.7 20.6 103 10 0 18.6 17.1 156 136 12.9 133

Tran*.. Comm,A UtU. 110 1(2 17.1 17.0 17.1 17.1 150 12.7 136 130
Trad* 20.4 172 10.1 18.0 20.0 183 10.7 143 12.4 140
fin . In*. A R E. 24 6 22.1 23.7 23.0 20.2 240 233 21.3 170 196
Service* 17.1 100 172 17.0 10.4 17.9 18.7 14.3 142 164
Public Admin. 104 18.4 143 17.0 20.0 18.3 100 16 0 139 137
Uncl*t*in*d 112 11.6 16.0 16.4 13.0 0.0 110 132 14.1 96

AMOUNT OF PAYMENTS

Total* (Ind. undaaa) 24 4 242 213 22.4 25.4 2X7 21 0 103 18.9 21.0
Ag.. For. A F1*ti 193 22.1 21 9 2X1 194 190 17.5 25.1 25.1 30.7
Mining 25.6 27.0 M2 DOS 30.7 230 20 0 142 190 21.1
OH and Ga* 230 25.1 24 0 30.4 300 22.7 202 12.4 100 210
Oth*r Mining 328 332 343 31.7 31.4 25 1 22 2 199 245 210

Con *t rue non 190 212 10.1 17.3 18 0 130 12.0 10.7 103 100
Manufacturing 433 300 36.1 34.7 350 300 336 30.7 37.0 404
Food Product* 6X7 644 473 472 40.4 42.0 382 439 424 47.4
Lumbar A Wood 38.1 300 313 330 329 330 30 4 303 334 340
P«p*r Product* 1X9 11.0 180 174 23.1 37.7 372 340 38.7 42.8
Otb*r Mtg 104 234 16 7 17.9 2X7 234 100 200 15.7 102

Tran*., Comm A Util, 223 210 107 212 22.7 223 205 14 0 100 17.4
Trad* 236 211 10 1 21.0 20 1 260 22.7 11.7 16.1 171
Fin .In* ARE 770 276 276 210 32 4 300 280 200 200 24 5
Servtc** 222 240 22.0 223 204 24.7 22.0 100 17.7 10 7
Public Admin, 216 106 103 28.7 :o2 .10 220 21.1 114 100
Uncia **ili*d 106 264 101 31.1 21.0 100 15.7 224 !83 160
Couto* K»+» Q*t>ftm*ni oI Labor. rt* «—rt ft and A/Wp»*

UC-217 r*purt. B*n*M P*ym*nu by tndu»ry and A/M
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In 1992. 54.8% of all regular benefit payment 
dollars were paid to former employees of three 
industries: services (22.2%), trade (16.7%), and 
construction < 15.9%). (See Table 2.11 on page 
40.) Payments increased in all industries but 
two (paper products manufacturing and metal- 
coul-mincral mining). Tbtal regular benefit 
payments increased over all from 1990 
($90,477,466) to 1992 ($121,771,578).

Within several industries regular benefit pay­
ments increased dramatically from 1990 to 
1992: food products (an 82.8% increase in regu­
lar benefit dollara paid), other manulactunng 
(75.6%). agnculturo-forestry-fishing (73.8%). 
and wholesale and retail trade (63.9%).

As with employment iSee Chapter 1). the re­
cession of 1986-87 changed the distnbution of 
UI benefit payments in Alaska. Since 1985 
(just prior to the recession) tho change in the 
distnbution is obvious for several industries. 
Claimants from the construction industry re­
ceived 32.4% of regular benefits in 1985; by 
1992 that percentage had fallen to 15.9%. On 
the other hand, the percentage for claimants

Amount of Benefits Varies by Industry in the wholesale and retail trades increased 
from 14.1% in 1985 to 16 7% in 1992. Simi­
larly. percentages increased between 1985 and 
1992 for claimants in services (from 17 0% in 
1985 to 22.2% in 1992). manufacturing (8.5% 
to 14.2%), and oil and gas mining (2.9% to 
7.7%).

Proportion of Benefits Paid 
O it-of-State is High for Alaska___________

Between 1983 and 1992 the proportion of regu­
lar benefit payments sent out of state has re­
mained between 25.4% (1987) and 19 3% 
(1990). (Sec Table 2.12 on page 42.) in 1992. 
Alaska paid S25.589.312 in interstate regular 
benefits (excluding federal programst to the 
22% of those UI claimants filing through the 
Interstate claims office These interstate 
claimants are those who have worked and 
earned wages during their base period in 
Alaska. (See Figures 2.3 and 2.5) Slightly less 
than half of all interstate regular benefits were 
paid to claimants in the three western states 
of Washington (23.9%). Oregon dO.8%). and 
California (13.9%), (See Table 2.15 on page 46.) 
Of those regular benefit payment dollars sent 
out of state, over 60% were for former employ­
ees of three industry groups: manulactunng 
(27.4%), services (20.9%), and trade (14.2%). 
(See Table 2.10.)

Claimants by Selected 
Figure 2.5__________________Local Offices, 1992
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Since 1985, the average weekly benefit amount 
and average duration has been higher for those 
filing from out-of-state than for those filing in­
state. In 1992 the average weekly benefit 
amount for interstate claimants was S173.26 
w ith  average duration of 17.8 weeks 
Intrastate claimants averaged weekly benefit 
amounts of $161.22 with 16.0 weeks duration. 
(See Tables 2.9 and 2.10 on pages 3G-39 t

Wage Replacement and Benefit Adequacy

Unemployment compensation is intended to 
replace a worker's earnings during a tempo­
rary spell of unemployment How much of the 
claimant’s earnings should be replaced has 
been an important issue since the conception 
of the program. A low earnings replacement 
implies insufficient support: an excessively 
high earnings replacement could result in a 
disincentive to return to work.

Sourrr Docanmtnt ni Latxir Jew/irzn ,f Aruuyut Section
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April 26, 1995

Lyda G reen, C ha ir H ESS C om m ittee

Ms G reen;

T hank you for bringing SE32 for a hearing so the public m ay d iscuss this ve ry  im portant 
issue.

I am  urging you to vote yes on Senate Bill 2 and pass it out of H ESS.

Public em ployees deserve equitable treatm ent which is afforded by the S tato  of 
A laska to private w orkers, such as bus drivers, which are doing the sam e jobs are and 
are e lg ib le  for unem ploym ent bemfits.

The  State of A laska sends unem ploym ent benifits to fisherm en in Florida. Texas. 
H a w a ii, Puerto R ico and all 50  states after their short fishing season ends. "This 
m oney leaves the stato and does not help those w orkers w ho live and try to subsist in 
A laska w ith it’s h igher cost of living.

School Board M em bers oppose letting em ployees receive these benifits at the sam e 
tim e these sam e school board m em bers receive a full years re tirem ent for the ir part- 
tim e in v o lv e m e n t, a bem fil all non-12 m onth em ployees do not enjoy.

U nem ploym ent benifits w ould not on ly  help those em ployees w hich need to pay for 
food, housing, fuel and medical costs encoured w ithout benifits during  this tim e out of 
em ploym ent but a lso bonitit o ther econom ic bases within tho sta te . These w orkers 
live outside the  state and on'y take money.

Thank you for your concern with this im portant issue.

Ted S im m ons. President


