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Fiscal Note Analysis

CSHB 145 (Judiciary)

Under the provisions of this bill, the department would be responsible for
monitoring, investigating, and enforcing resident hire on natural resource
projects. The majority of the investigative/enforcement activity probably
would not begin until after January, 1988, when the Commissioner
designates those areas or regions of the state in which a hiring
preference applies. The following resources would, therefore, be needed
beginning in January, 1988:

1 Wage & Hour 1 Half-Time

Investigator Clerk-Typist 11l

I - 5 months 6 months

(Anchorage) (Anchorage) Total
Personal Svcs 21.1 6.4 27.5
Travel 4.0 0 4.0
Contractual 2.3 1.1 3.4
Commodities 4 .2 .6
Equipment 1.6 1.6 3.2

29.4 9.3 38.7

The positions would work six months in FY 88 (beginning January 1,
and twelve months from then on. Also, an additional $7,500 in mm
expense would be incurred by existing positions for travel to the
Slope.

Assumptions

1.  The Commissioner will designate those areas or regions of the state
where hiring preference applies in January of 1988.

2. Inflation on non-personal services items would be 3% per year.
3. The Prudhoe, Kuparuk and other major natural resource projects

presently in operation will not be covered by this bill in the
foreseeable future.



fosniun rule  ~age ancj |Pur investigator | No. of Positions  RmnjcASlcp Mlijing WS

lime Status Staff Months RP Number Location Election District — xw ggj:- XA
PFT b Anchorage
Justification
Type of Expenditure Amount
1 2 3 This position would monitor new or re-negotiated
Salary 16,212 oil and gas leases and other natural resources
Benefits 4,864 VXVXVXVXVAXVXYVXV!  projects on state land to ensure compliance with
Premium Pay - resident hire laws. It would also hold hearings
Oilier - when requested.
Total Personal Services 21,076
Travel 4,000 The position would interact with the Department of
Contractual 2.300 Natural  Resources and industry contacts to
Commodities 350 * establish an effective monitoring procedure.
Equipment 1600
Ullicr Travel costs are to establish monitoring proce—
Total Cost 20326 dures and for monitoring compliance with resident
hire laws.
Receipt Code Funding Source i
Federal Receipts 1007 Contractual and commodity costs are average per
G. F. Match tom position costs. The -equipment costs are for
General Funds 1004 29326 | desks, chairs, cabinets, etc., and are one-time
l-A Receipts [005 costs.
Program Receipts 1028
CIP Receipts 1061
Other

ivi-ifr. For B&M Use Only
Key Number -

Agency Labor
Request For gency FYy 87

BRU Labor Standards and Safety page 1 of 2
Component Wage and Hour Revised Dale

New Position




o Til
Resition Tille Clerk Typist 111

lime Status Staff Months
PPT (Half Time) 6
Type of Expenditure
1 2
Salarv 4.093
Decncfils 1.468
Premium Pay
Olhcr
Total Personal Services
Travel
Contraclual
Commodities
Equipment
Olhcr
Total Cost
Receipt Code Funding Source
Federal Receipts m?
G. F. Match
General Funds 1004
I-A Receipts 1005
Program Receipts 1028
CIP Receipts 1061
Other
For D&M Use Only
Key Number
Agency
Request For
DRU

New Position

Component

RP Number

Amount

3

6.361
1,100
200
1,600

9.261

2L261

Labor

labor Standards & Safety

Waae and Hour

No. of Positions Rangc/Slco Govix
BA ° 1 e a

1
Location Licelion bislrict
Justification

This position would handle the clerical functions

as required in the bill. The position would
process and maintain records of the certificates

and the reports when received from employers.

Typing of regulations and distribution of informa—
tional posters would also be duties. Contractual

and commodity costs are average per-einployee

expenses. The equipment expense would be for a
deck, chair, etc., and would be a one-time item.

FY 87

Page 2 of 2
Revised Date
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Offered: 4/1/87 5-0187B
Referred: Finance

Original sponsors: Donley, Boyer,
Brown, et al.

IN THE HOUSE BY THE JUDICIARY COMMITTEE
CS FOR HOUSE BILL NO. 145 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating toresident employmentpreferences
on certain natural resource projects on state land;
andproviding for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 38 is amended by adding a new chapterto read:
CHAPTER 45. RESIDENT EMPLOYMENT PREFERENCE UNDER STATE LEASES.
ARTICLE 1. HIRING PREFERENCE.

Sec. 38.45.010. STATE POLICY. It is the policy of the state to
develop its natural resources to provide the maximum benefit to the
people of the state as required by the Constitution of the State of
Alaska. These benefits include employment opportunities in natural
resource development projects for residents qualified for the employ-
ment, as well as receipt of state revenue from the development.

Sec. 38.45.020. LEGISLATIVE FINDINGS. (a) The legislature
finds that

(1) because of its unique climate and its distance from the
contiguous states, the state has historically suffered from unique
social, seasonal, geographic, and economic conditions that result in
an unstable economy;

(2) the unstable economy is a hardship on the residents of
the state and is aggravated by the Ilarge numbers of seasonal and
transient nonresident workers;

(3) the rate of unemployment among residents of the state

is one of the highest in the nation;

HBO01458B -1- CSHB 145(Jud)
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(4) the state has one of the highest ratios of nonresident-
to-resident workers in the nation;

(5) the state has a compelling interest in reducing the
level of unemployment among its residents;

(6) the construction industry in the state accounts for a
substantial percentage of the available employment;

(7) construction workers receive a greater percentage of
all unemployment benefits paid by the state than is typical of other
states;

(8) chronic unemployment can breed severe social problems
including alcoholism and domestic violence;

(9) historically, the rate of unemployment in the construc-
tion industry in the state is higher than the rate of unemployment in
other industries in the state;

(10) the influx of nonresident construction workers contri-
butes to or causes the high unemployment rate among resident construc-
tion workers because nonresident workers compete with residents for
the limited number of available construction jobs;

(11) the natural resources of land owned by the state belong
to the citizens of the state;

(12) Alaskans have chosen to use the majority of the royal-
ties derived from the state's natural resources to fund state govem-
ment;

(13) the vast majority of the state's revenue is derived
from natural resource income rather than from other forms of taxation;

(14) because the state has no personal income tax or sales
tax, nonresident workers use services provided by the state but do not
contribute fairly to the costs of those services; and

(15) Alaskans, more than the residents of other states,

CSHB 145(Jud) -2- HBO01458B
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suffer economically when nonresidents displace qualified residents
since resident workers contribute local taxes as well as their share
of the royalties from natural resources.

(b) The legislature further finds that

(1) the findings of the Department of Labor of the State of
Alaska in its report entitled "Nonresidents Working in Alaska in 1985"
support the need for a resident hiring preference;

(2) there is a need for timely, accurate information on the
number of nonresident and resident workers in industries in the state;

(3) the state has a continuing interest in determining
whether indirect benefits, including employment opportunities, from
state expenditures, natural resource projects, and agreements concern-
ing the state's natural resources accrue to residents of the state or
to nonresidents;

(4) a major factor in the unemployment problem is the
failure of some employers engaged in the exploration, development, and
production of natural resources on state land, and under leases or
other agreements granted or permitted by the state, to employ state
residents;

(5) whereas at an earlier stage of the state's history it
was asserted that high unemployment in the state was due to cultural
and geographical migration barriers, the state now has many residents
who are qualified, trained, and available for employment in the explo-
ration, development, production, and extraction of natural resources
on state land;

(6) the state has made significant investments in training
programs and vocational education to help furnish industry with qual-
ified residents able to work in the development, exploration, produc-

tion, and extraction of natural resource products on state land;

HBO145B -3- CSHB 145(Jud)
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(7) the state's investment in these training and education
programs w ill be of little avail unless state residents receive em
ployinent opportunities in natural resource projects on state land;

(8) employment of nonresidents displaces qualified resi-
dents from work in the development, exploration, production, and
extraction of natural resource products on state land; therefore, the
number of nonresidents hired for work on state land in the develop-
ment, exploration, production, and extraction of state resources is a
peculiar source of the unemployment problem now besetting the state;

(9) the number of state residents who are unable to find
work is considerably higher than is reflected by unemployment rates
based on nationally accepted measures;

(10) many rural state residents who wish to work do not seek
employment as frequently as necessary to meet federal definitions of
unemployment because of continuing lack of employment opportunities in
rural areas of the state.

Sec. 38.45.030. UNAVAILABILITY OF PREFERRED WORKERS. (a) An
employer subject to hiring requirements under this chapter may request
the Department of Labor to assist in locating qualified, eligible
employees under AS 36.10.070. After receiving a request for assis-
tance, the department shall refer qualified, eligible, available
residents to the employer to fill the employer's hiring needs.

(b) If the department is unable to refer a sufficient number of
qualified, eligible, available residents able to perform the work, the
commissioner of labor may approve the hiring of residents who are not
eligible for preference and nonresidents for the balance of the re-
quest.

Sec. 38.45.040. REGULATIONS. The commissioner of labor shall

adopt regulations in accordance with AS 44.62 (Administrative

CSHB 145(Jud) —4- HBO145B
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Procedure Act) to implement this chapter and encourage and require the
hiring of residents to the maximum extent permitted by law.

Sec. 38.45.050. PREFERENCE IN ZONE OF UNDEREMPLOYMENT. (a)
Immediately following a determination by the commissioner of Ilabor
that a zone of underemployment exists, and for the next two fiscal
years after the determination, qualified residents who are eligible
under AS 36.10.140 shall be given preference in hiring for work on
each natural resource project on state land that is wholly or partial-
ly sited within the zone. The preference applies on a craft-by-craft
or occupational basis.

(b) The commissioner of labor shall determine the amount of work
that must be performed under this section by qualified residents who
are eligible for an employment preference under AS 36.10.140. In
making this determination, the commissioner shall consider the nature
of the work, the classification of workers, availability of eligible
residents, and the willingness of eligible residents to perform the
work.

(c) The commissioner shall determine that a zone of underemploy-
ment exists if the commissioner finds that

(1) the rate of unemployment within the zone is substan-
tially higher than the national rate of unemployment;

(2) a substantial number of residents in the zone have
experience or training in occupations that would be employed on a
project;

(3) the lack of employment opportunities in the zone has
substantially contributed to serious social or economic problems in
the zone; and

(4) employment of workers who are not residents is a pecu-

liar source of the unemployment of residents of the zone.

HB01458 -5- CSHB 145 (Jud)



Sec. 38.45.060. PREFERENCE IN ECONOMICALLY DISTRESSED ZONE. The
hiring preference established in AS 36.10.160 for residents of an
economically distressed zone who qualify under AS 36.10.140 applies to
work on each natural resource project on state land that is wholly or
partially sited within an economically distressed zone.

Sec. 38.45.070. GENERAL REQUIREMENTS. (a) |If the governor has
declared an area to be an area affected by an economic disaster under
AS 44.33.285, then the preference for residents of the area estab-
lished under AS 44.33.285 - 44.33.310 supersedes a preference under
this chapter.

(b) The commissioner shall define the boundaries of a zone in
which a preference applies. The boundaries may include a portion of
the state or the state as a whole.

Sec. 38.45.080. DETERMINATION OF QUALIFICATIONS, TRANSFERS, AND
CERTIFICATION. (a) An employer shall determine and judge the work
qualifications of applicants for employment.

(b)  Anemployer may make a bona fide transfer of management
employees from one project or business activity to another. A posi-
tion filled by a bona fide transfer under this subsection is not
considered to have been a vacancy for the purposes of the hiring
requirements under AS 38.45.050 - 38.45.060.

(c) Anemployer subject to a resident hiring requirement under
this chapter shall certify that persons employed as residents under a
preference were eligible for the preference at the time of hiring. |

(d) A labor organization that dispatches members for work on a
natural resource project on state land under a collective bargaining
agreement shall certify that persons dispatched as residents to meet a
preference were eligible for the preference at the time of dispatch.

(e) Anemployer or labor organization may request assistance

CSHB 145(Jud) ~6- HBO1458



from the Department of Laborin verifying the eligibility ofan appli-
cant for a hiring preference under this chapter.

Sec. 38.45.090. INCORPORATION INTO CONTRACTS. (a) In order to
create, protect, and preserve the right of eligible qualified resi-
dents to employment in natural resource projects on state land, the
commissioner of natural resources shall incorporate into each con-
tract, lease, unitization agreement, or renegotiation of a contract,
lease or unitization agreement, provisions requiring compliance with
this chapter, regulations adopted under this chapter, and all later
amendments to this chapter or the regulations, and authorizing pen-
alties under AS 38.45.210 for failure to comply.

(b) The commissioner shall incorporate into each contract,
lease, unitization agreement, or renegotiation a requirement that the
contractor or lessee include in each contract with contractors or
subcontractors who will be operating on state land a provision re-
quiring compliance with this chapter, regulations adopted under this
chapter, and later amendments to this chapter or-the regulations, and
authorizing penalties under AS 38.45.210.

Sec. 38.45.100. REPORTING PROVISIONS. An employer obligated to
meet resident hiring requirements under this chapter shall comply with
the reporting provisions that the commissioner of labor determines are
reasonably necessary to carry out this chapter. Except for statis-
tical data, information concerning specific employees is confidential
and may not be released to the public by the department. However,
confidential employee information may be shared between departments
for purposes of this chapter.

Sec. 38.45.110. RESIDENT CERTIFICATION, (a) The department may
implement a certification system for state residents. The department

may charge applicants for certification a reasonable fee to cover the

HB0145B -1~ CSHB 145(Jud)



costs of the certification system.

(b) An employer who reasonably relies on a certification by the
department that an applicant or employee is a resident is not liable
for penalties under this chapter based on the nonresidence of the
applicant or employee.

ARTICLE 2. ENFORCEMENT.

Sec. 38.45.210. CIVIL PENALTY FOR WILFUL NONCOMPLIANCE. (a)
The Department of Labor may conduct investigations and hearings to
determine compliance with this chapter. After a hearing, if the
commissioner of labor finds that an employer has wilfully failed to
comply with this chapter, the commissioner may impose a civil penalty
in an amount no greater than

(1) $5,000 for the first rejection of a qualified eligible
applicant or other violation of this chapter;

(2) $10,000 for the second and each subsequent rejection or
other violation of this chapter.

(b) In addition to the imposition of other penalties under this
section, if the Department of Labor finds that an employer has wilful-
ly rejected a qualified eligible applicant or terminated a qualified
eligible employee in violation of this chapter, the department may
require the employer to pay the person the amount of wages the person
lost and may require additional amounts to reimburse the person for
actual expenses incurred as a result of the wrongful action.

(c) The commissioner may impose the penalties under this section
on an employer only if the employer itself has failed to comply with
this chapter, regulations adopted under this chapter, or later amend-
ments to this chapter or the regulations, or if the employer has
failed to incorporate into its contracts the provision required under

AS 38.45.090(b).

CSHB 145(Jud) -8- HBO145B



(d) In addition to the imposition of penalties under this sec-
tion, the Department of Labor may seek injunctive relief against a
person who is not in compliance with this chapter and the enforcement
of penalties imposed under this section.

Sec. 38.45.220. PENALTIES FOR APPLICANTS AND EMPLOYERS. (a) A
person who makes a false sworn statement in connection with a certi-
fication of eligibility for an employment preference under this chap-
ter is subject to criminal prosecution for perjury as provided in
AS 11.56.200.

(b) A person who makes an unsworn falsification, with the intent
to mislead a public servant in the performance of a duty, in connec-
tion with a certification of eligibility for an employment preference
under this chapter, is subject to criminal prosecution as provided in
AS 11.56.210.

(c) In addition to criminal penalties imposed by state law, if a
person is convicted of a crime in connection with a false statement
made in a certification required under AS 38.45.080, and the convic-
tion is not reversed, that person shall forfeit all future rights to
eligibility for an employment preference under this chapter.

Sec. 38.45.230. CIVIL PENALTIES FOR FALSE CERTIFICATIONS. (a)
In addition to any criminal penalties imposed and to penalties imposed
under AS 38.45.210 and 38.45.220, after a hearing the department may
impose a civil penalty on a person who, in connection with certifica’
tion of eligibility for an employment preference under this chapter,

(1) made a false sworn statement; or
(2) made an unsworn falsification with intent to mislead a
public servait in the performance of a duty.

(b) The amount of the civil penalty under (a) of this section

for a person who falsely certifies that the person is eligible for an

HB0145B -9- CSHB 145(Jud)



employment preference under this chapter is not more than $400 for
each false certification. The person also forfeits all future rights
to eligibility for an employment preference under this chapter.

(c) The amount of the civil penalty under (a) of this section
for an employer who falsely certifies that employees are residents
eligible for a preference under this chapter is not more than $2,000
for each of the first five false certifications. The penalty for the
sixth false certification made by an employer and for each false
certification thereafter is at least $2,000 and not more than $4,000.

ARTICLE 3. GENERAL PROVISIONS.

Sec. 38.45.310. APPLICABILITY OF CHAPTER. This chapter applies
to all natural resource projects on state land. The preference ap-
plies only to employment that is performed directly for an employer.

Sec. 38.45.390. DEFINITIONS. In this chapter

(1) "available" has the meaning given in AS 36.10.990;

(2) "employer" means a person other than the state who is a
party to a contract, lease, or unitization agreement for a natural
resource project on state land and the person’'s affiliate, principal,
subsidiary, contractor, or subcontractor if the activity of the a ffil-
iate, principal, subsidiary, contractor, or subcontractor is performed
on state land;

(3) "natural resource project on state land" means a proj-
ect authorized by a contract, lease, unitization agreement, or a
renegotiation of a contract, lease, or unitization agreement for
exploration, development, extraction or production of oil and gas,
leasable mineral, or timber resources if the state is a party to the
contract, lease or unitization agreement and the project is performed
in whole or in part on state land; in this paragraph, a leasable

mineral is a mineral included in AS 38.05.150 - 38.05.18'i;

CSHB 145 (Jud) -10- HB01458



© 00 N o o b

10
11
12
13

(4) "qualified" has the meaning given in AS 36.10.990;

(5) "resident" has the meaning given in AS 36.95.010;

(6) "state land" means all land, including shore, tide, and
submerged land, belonging to or acquired by the state.

* Sec. 2. AS 38.45, enacted in sec. 1 of this Act, applies to a lease,
unitization agreement, or contract for the development of oil and gas,
leasable mineral, or timber resources entered into on or after the effec-
tive date of this Act and to a renegotiation of the Ilease, wunitization
agreement, or contract. AS 38.45 applies to the renegotiation on or after
the effective date of this Act of a lease, unitization agreement, or con-
tract entered into before the effective date of this Act if the renegotia-
tion results in a major change in the duties of a party.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

HB01458 -11- CSHB 145(Jud)
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LEGIATVE AFFAIRS AB\CY
MEMORANDUM May 4, 1987
SUBJECT: Sectional analysis of CSHB 145 (Judiciary)
(Employment preferences on natural resource
projects)
T0: Representative Dave Donley
FROM: Teresa B, Cramer-AAA

Legislative Counsel

You have requested a sectional analysis of HB 145 relating
to Alaskan resident employment preférences on certain natural
resource projects on state lands.

Section 1 adds a chaPter to the Public Lands title concern-
ing employment on natural resource projects on state land.

ARTICLE 1. HIRING PREFERENCE.

Sec. 38.45.010 declares that the state policy for develop-
ment of natural resources includes providing employment
opportunities in natural resource development projects to
qualified residents.

Sec. 38.45.020 makes legis

lative finding[s about unemployment
in the state and the neéd for

a resident employment preference.

Sec. 38.45.030 requires the DeP,artment of Labor to assist
employers to find qualified, eligible, available, resident
employees if the employer requests. Under subsection (b),
the commissioner of labor may approve hiring of residents
who do not qualify for preference and of nonresidents if

there are insufficient numbers of eligible residents.

Sec. 38.45.040 requires the commissioner of labor to adopt
regulations to encourage and require the hiring of residents
under the chapter.

Sec. 38.45.050 imposes a resident hiring preference for work
on natural resource projects located within a zone of under-
employment designated by the commissioner of labor. Prefer-



Representative Donley
Page 2
May 4, 1987

N ar
[ under AS 36.10.140. Under subsection (b), the commis-
I determines the amount of work that must be performed
igible residents. The commissioner must find that the
criteria set out in subsection (c) are met before
rmining that a zone of underemployment exists.

¢ ?s eOI limited to qualified state residents who are eli-
g

gl ner de

by eligib

four
dete
Sec. 38.45.060 applies the public works p[oJect hiring pref-
erence for residents of an economically distressed zone to
natural resource projects on state land located within an

economically distressed zone.

Sec. 38.45.070 establishes that if the governor declares an
area to be an area affected by an economic disaster, then
preferences under that program suBersede preferences under
this chapter. Under subsection (b), the commissioner
defl?_es the boundaries of a zone in which a preference
applies.

Sec. 38.45.080 states that employers determine the work
qualifications of applicants. Subsection (b) permits an
employer to transfer management employees without conflict-
ng with resident hire requirements. “Subsections (c) and
ﬁl? require an emPloyer and a labor organization to certify
a
re
i

e
t a person employéed or disRatched to satisfy a hiring
reference was eligible for the preference at ‘the time of
e or dispatch.

0
ec., 38.45.090 directs the commissioner of natural resources
0 incorporate into leases, unitization a?reements, and con-
tracts provisions requmng{ compliance with the chapter,
requlations adopted under the chapter, and later amendments
to the chapter or regulations, and authorizing penalties
under AS 38.45.210 for failure to comply. The commissioner
Is also directed to incorporate a requirement that the les-
see or contractor will repeat the requirements in any con-
tracts entered into under the lease or agreement.

Sec. 38.45.100 requires employers who are subject to the
chapter to report to the commissioner of labor as the com-
missioner requires. The information is confidential.

Sec. 38.45.110 allows the department to implement a state
resident certification system. Under subsection (b), an
emplo%/er who reasonably relies on a resident certification
from the department is not liable for penalties under the
chapter based on the nonresidence of the applicant or
employee.
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ARTICLE 2. ENFORCEMENT,

Sec. 38.45.210 permits the Department of Labor to conduct
investigations and hearings to determine compliance with the
chapter. The commissioner may impose fines after finding
that an employer has wilfully "failed to comply with the
chapter. nder subsection (h), the department may require
the employer who has wilfully rejected a qualified eligible
applicant or terminated a qualified eligible employee In
violation of the chapter to aY,the person for lost wages
and expenses. Subsection (c) Timjits an employer's liability
to actions taken by the employer itself. Undér subsection
(d) the department may seek injunctive relief.

Sec. 38.45.220 imposes criminal penalties for making false
statements.

Sec. 38.45.230 imposes additional civil penalties for making
false certifications,

ARTICLE 3. GENERAL PROVISIONS.

Sec, 38.45.310 applies the chapter to all natural resource
projects on state land for employment performed directly for
an employer.

Sec. 38.45.390 contains definitions of "available," "employer,”
"natural resource project on state land," "qualified," Tres-
ident," and "state land." The term "available" is not defined
in AS 36.10.990. The word is used in its ordinary sense so

it probably does not need to be defined.

Section 2 limits appllcatlon of the chapter to leases, con-
tracts and agreements entered into on or after the effective
date of the Act and also applies the Act to leases, contracts,
and agreements entered into before the effective date if a
renegotiation leads to a major change in the duties of a

party.
Section 3 is an immediate effective date clause.
If | may be of further assistance, please advise.

TC:mkr
mil/Il]
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Committee Substitute for

Bill No. House Bill 145 (Judiciary) Date April 1, 1987
Title "An Act relating to resident employment Contact: Tom Stuart
preferences on certain natural resource 465-4870

projects on state land.
Eileen Plate
465-2700

Committee Substitute for House Bill 145 (Judiciary) seeks to establish resi—
dent hire preferences for employment on natural resource projects which are
situated on state land in an area which has been determined to be an economi—
cally distressed or an underemployment zone.

Under this bill, the Department of Labor would be primarily responsible for

(1) making determinations of those areas of the state which are economically
distressed and those areas where underemployment exists;

(2) determining the amount of work on a natural resource project which must
be performed by eligible and qualified residents;

(3) assisting in locating qualified and eligible workers, and verifying the
eligibility of applicants when a resident preference has been determined
to be iIn effect;

(4) establishing and monitoring employer reporting requirements;

(5) conducting investigations and holding hearings to determine compliance
with the employment preference provisions; and

(6) seeking monetary penalties and/or injunctive relief for noncompliance
with the employment preference provisions.

Many of the provisions of this bill are tailored after the employment prefer—
ence provisions in AS 36.10 which are applicable to public construction
projects in the state; and the Department would, therefore, be able to imple—
ment this expansion of the employment preference provisions without additional
data collection efforts.

Because of the beneficial impact of resident hiring on the workforce and the
economy in general, the Department strongly endorses the principle that
qualified Alaska residents should be given employment preference on natural
resource projects on state land. This 1is consistent with the view that a
state is entitled to give preference to its own citizens in the development of
the state"s natural resources.

In addition, well over $600 million was paid to nonresidents in both 1984 and
1985. Industries involved in natural resource projects directly, and the
construction activities associated with those projects, accounted for a major
portion of the earnings received by nonresident workers. The high levels of
nonresident earnings were made in years when Alaska"s unemployment rate
averaged 10.1 percent (1984) and 9.6 percent (1985).

POSITION PAPERDyartvert o L



Committee Substitute for -2- April 1, 1987
House Bill 145 (Judiciary)

It is in the best interest of Alaska to remedy its high unemployment problem
by working to increase the hiring of qualified residents whenever possible.
The Department of Labor supports Committee Substitute for House Bill 145
(Judiciary).

APPROVED:



STEVE COWPER, GOVERNOR

DEPARTMENT OF LAW 0
PHO

OFFICE OF THEATTORNEY GENERAL

March 26, 1987

The Honorable John I.. Sund

Chairman of House Judiciary Committee
Alaska State Legislature

P.O. Box V

Juneau, AK 99811

Re HB 145, relattng to resident
mployment preferences on certain
uraI resource projects

Dear Representative Sund:

| am respondtn% to the request made at your committee's
Monday, March 23 1987 hearing on HB 145 for the Department of
Laws views on the constltuttonaltty of the resident employment
preference that would be provided under the bill.

As | stated at that hearing, Jlast year the Alaska
reme Court issued its decision in Francis v. Robison, holding
state's resident employment preference on public construction
jects under former AS 36.10.010 invalid under the pr|V|Ieges
immunities clause of the U.S. Constitution. In its dec on,
~court identified two fundamental problems with the existing
1) In the courts view, unemployment amongi resi-
dents, even where it is the result of
non- re3|dents betnP hlred in Alaska, is not a per-
missible justification for a resident hire prefer-
ence under the privileges and immunities clause.
The court considers this to be impermissible eco
nomic discrimination. Before a resident prefer-
ence can pe upheld, there must be a substantial
usttftcatton beyort the fact that Alaskans are

Cide Plg eat a Tphree 6re ntcesu%]ge ment %but |Or|t|dornt?t de

stave_ otf an economic or somal collapse” mtght be
permissible.



The Honorable John L. Sund , March 26, 1987
Chairman of House Judiciary Committee Page 2

2) The scope of the preference provided by AS
36.10.010 was too broad, since it was available to
Alaskans who already had jobs as well as to unem-
ployed Alaskans.

, Last year, the legislature adopted new statutory provi-
sions relating "to resident em(floyment preference on public con-
struction projects. These addressed the concerns identified by
the state supreme court in its Francis decision. As Jast year's
bill worked "its way through the legislature, | testified "that,
because the bill addressed the problemsidentified by the court
andbecause it tar?eted only employment which was the result of
the expenditure of public funds for public construction projects,
the bill had a better than 50 percent chance of surviving a
constitutional challenge.

HB 145, which would create a resident employment pref-
erence on certain natural resource projects on state land, also
addresses the problems identified by the Alaska Supreme Court in
its Francis decision. However, because the state's connection
("nexus") to the -employment activity which the bill would
requlate is not as direct as it is with respect to employment on
public_construction projects, it is my view that its chances of
surV|V|tng a constitutional challenge " are not greater than 50
percent,

o Of course, any attempt to judge the chances _of
surviving a constitutional challenge are "inexact, at hest. The
one thing that | can assure you and the committee of, however, is
that, if passed in substantially the form now before you, the
Department of Law is prepared to vigorously defend this ‘proposed
resident employment preference.

Sincerely yours,
GRACE BERG SCHAIBLE

Ronald W. Lorensen
Deputy Attorney General

RWL/me

cc: The Honorable Dave Donley
Alaska State Legislature



The Honorable John L. Sund _ March 26, 1987
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cc continued:

The Honorable Jim Sampson
Commissioner
Department of Labor

George Sullivan
Le?JsIatlve Lobbyist
ffice of the Governor

0
Arthur H, Peterson
Assistant Attorney _
Legislation/Regulations Section
Jan.DeYoun%

sistant Attorney General

As
Anchorage AGO
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P.0. Box 100100 / Anchorage, Alaska 99510 / (907)278-4444

March 20, 1987

Representative John Sund

The Alaska State Legislature
Pouch V (MS 3100)

Juneau, Alaska 99811

Dear Representative Sund:
ALASKA HIRE - 1987

Many of your fellow legislators have a bumper sticker posted
prominently in their office. It reads "Hire Alaskans - It"s
Good Business", and was created and distributed by the Alaska
Support Industry Alliance. Our members live by this motto.

This year you are again presented with the opportunity to pass
legislation that mandates local hire, SB 20 and HB 145. You
have a difficult choice to make. The 1issue is verymuch like
prayer in public schools. Failure to support such a high and
moral objective is politically risky. But we know that you
didn*"t go to Juneau to take the easy road.

We urge you to take a stand Tfor reality. Ourconstitution
simply does not permit statutory local hire preferences, anymore
than it permits the statutory imposition of a particular set of
religious standards.

The ALLIANCE 1is comprised of Alaska business people who are

trying to expand Alaska®"s economy and create jobs for Alaskans.

Please do not burden our Alaska businesses with layers of statu—
tory and regulatory compliance requirements for "Alaska Hire",

when such law is unenforceable and, more importantly, unneces—
sary because we already share your dedication to the goal.

We realize that it will be very difficult for you, as an indivi—
dual legislator, to stand up and be counted as a voice of reason

when Alaska Hire becomes a moral and emotional issue. Please

know that you have our support, and our willingness to do any—
thing we can to help you bring responsible legislative action to

our State government. You may contact Craig Duncan (563-4444)

or Bill Webb (272-8590) for additional information on the

ALLIANCE"S interest in Alaska Hire legislation. Our ALLIANCE

membership thanks you for your support.

President

Alaska Support Industry Alliance

. for responsible economic development
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Title 36. Public Contracts.

Chapter
10.

Employment Preference (88 36.10.005 — 36.10.007, 36.10.010,
36.10.070, 36.10.075, 36.10.090, 36.10.130 — 36.10.990)
15. Alaska Product Preferences (88 36.15.050, 36.15.060)
30. State Procurement Code (88 36.30.005 — 36.30.995)
90. Miscellaneous Provisions (88 36.90.010, 36.90.050, 36.90.100)
95. General Provisions (!) 36.95.010)
98. Professional Services Contracts () 36.98.010 — 36.98.080)

Chapter 05. Wages and Hours of Labor.

NOTES TO DECISIONS

Inapplicability of chnplcr to com-
munity hall construction. — This chap-
ter did not apply to the construction of a
community hal b% the Alaska Native
Brotherhood and the Central Council of
Tlinpit and Haida Indian Tribes of Alusku
financed by a one million dollur stale
grant from the Department of Community
and Regional Affairs grant to the brother-
hood and approximately three million dol-

lars in_private financing. The prog')eqt was
not primarily stale funded, the qumg
was not beirg constructed for and woul
not be owned by the stale, and the broth-
erhood was to be responsible for and have
control over the construction and opera-
tion of the building. Alaska Stale Fcd'n of
Labor v. Slate. Dep'l of Labor, Sup. Ct.
Og. No. 3014 (File No. S-568). 713 P.2d
1208 (198G).

Chapter 10. Employment Preference.

ction
Leqlslatlve findings
StalciT.cnt of purpose
State policy
[Repealod]
Unavailapility of preferred workers
Duties of commissioner. of labor
Publication of list of violators
0. Resident hire report
0. E|I?Ibl|!ty for preference
150. Defermination of zone of underem-
ployment , ,
160. Preférence for residents of economi-
cally distressed zones

S O OO OWm

Section . .
170. Preference for economically disad-
vantaged minority residents
175. Preference for economically disad-
vantaged female residents
180. Projects subject to preference

190. Reporting provisions

200. Criminal penalties

210. Civil penalties N
900. Effect of judicial decisions
990. Definitions

139



§36.10.005

Cross references. — For purpose of
1986 Act thnl amended AS 36.10.005
36.10.070 and 36.10.075, added AS
36.10.130-36.10.990, and repealed AS
36.10.010, see § 1, ch. 33, SLA 1986, in
the Temporary and Special Acts

Editor's notes. — Section 10, ch. 33,
SLA 1986 provides that the amendments

Alaska Statutes Supplement

S 36.10.005

to this chapter made by that Act "do not
awply to a contract entered into before

ay'25,1986, unless the contract includes
a provision re(%mrmg. compliance with
laws regarding the hiring of Alaska resi-
dents that take efTect during the term of
the contract.”

NOTES TO DECISIONS

Section held unconstitutional. —
This section violates the privileges and
immunities clause of article IV. 2 of the

United States Constitution. Robison v.
Francis. SuB. Ct. Op. No. 3011 (File Nos,
S-493, §-5101,  P.2d  (1986).

Sec. 36.10.005. Legislative findings, (a) The legislature finds
that

(1) because of its unique climate and its distance from the contigu-
ous states, the state has historically suffered from unique social, sea-
sonal, geographic, and economic conditions that result in an unstable
economy;

(2) the unstable economy is a hardship on the residents of the state
and is aggravated by the large numbers of seasonal and transient
nonresident workers;

(3) the rate of unemployment among residents of the state is one of
the highest in the nation;

14) the state has one of the highest ratios of nonresident to resident
workers in the nation;

(5) the state has a compelling interest in reducing the level of un-
employment among its residents;

(6) the construction industry in the state accounts for a substantial
percentage of the available employment;

(7) construction workers receive a greater percentage of all unem-
ployment benefits paid by the state than is typical of other states;

(8) historically, the rate of unemployment in the construction in-
dustry in the state is higher than the rate of unemployment in other
industries in the state;

(9) it is appropriate for the state to consider the welfare of its resi-
dents when it funds construction activity;

(10) it is in the public interest for the state to allocate public funds
for capital projects in order to reduce unemployment among its resi-
dent construction workers;

(11) the influx of nonresident construction workers contributes to or
causes the high unemployment rate among resident construction
workers because nonresident workers compete with residents for the
limited number of available construction jobs;
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(12) nonresident workers displace a substantial number of quali-
fied, available, and unemployed Alaska workers on jobs on state
funded public works projects;

(13) the state has a special interest in seeing that the benefits of
state construction spending accrue to its residents;

(14) the natural resources of land owned by the state belong to the
citizens of the state;

(15) Alaskans have chosen to use the majority of the royalties de-
rived from the state's natural resources to fund state government;

(16) the vast majority of the state’s revenue is derived from natural
resource income rather than from oiher forms of taxation;

(17) because the state has no personal income tax or sales tax, non-
resident workers use services provided by the state but do not contrib-
ute fairly to the costs of those services; and

(18) Alaskans, more than the residents of other states, suffer eco-
nomically when nonresidents displace qualified residents since resi-
dent workers contribute local taxes as well as their share of the royal-
ties from natural resources.

(b) The legislature further finds that

(1) the state and its political subdivisions, when acting as a market
participant in funding public works projects, should give Alaska resi-
dents an employment preference to promote a more stable economy;

(2) the state and its political subdivisions have a duty of loyalty to
their citizens and should fulfill this duty by giving residents prefer-
ence for employment on public works projects they fund;

(3) there is a legitimate and compelling governmental interest and
that the public health and welfare will suffer if state residents are not
afforded employment preference in state-funded construction-related
work

(c) The legislature finds that the following factors are reasonable
but not exclusive indicators of the ratio of nonresident to resident
employees in the slate:

(1) the ratio of applicants for unemployment insurance who list out-
of-state residences to applicants who list residences in the state;

(2) the ratio of employees who are subject to unemployment insur-
ance coverage and who did not apply for or were denied a permanent
fund dividend to employees who were found eligible for a dividend.

(d) The legislature finds that

(1) the number of state residents who are unable to find work is
considerably higher than is reflected by unemployment rates based on
nationally accepted measures;

(2) many rural state residents who wish to work do not seek em-
ployment as frequently as necessary to meet federal definitions of
unemployment because of continuing lack of employment opportuni-
ties in rural areas ofthe state. (§ 1ch 69 SLA 1985; am § 2 ch 33 SLA
1986)
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S 36.10.006 Alaska Statutes Supplement 836.10.070

Effect of amendments. — The 1986  Editor's notes. — Section 2. ch. 69,
amendment, effective May 25, 1986, SLA 1985 makes this section retroactive
added subsections ic) and (d). to July 16, 1983.

Sec. 36.10.006. Statement of purpose. The legislature adopted
AS 36.10.010 in response to problems and concerns identified by the
findings of facts in AS 36.10.005 to

(1) ensure that qualified resident workers do not remain unem-
ployed while nonresident workers are employed on construction
projects funded by the state or a political subdivision of the state if the
purpose of the project includes reducing the unemployment of resi-
dents;

(2) ensure that qualified resident workers do not remain unem-
ployed while nonresident workers are employed on construction
projects funded by the state or a political subdivision of the state;

(3) reduce the level of unemployment among residents of the state.
(8 1 ch 69 SLA 1985)

Editor's notes. — Section 2, ch. 69,
SLA 1985 makes this section retroactive
to July 16. 1983.

Sec. 36.10.007. State policy. It is the policy of this state that, to
fulfill the duty of loyalty owed to its citizens and to remedy social or
economic problems, the state will grant an employment preference to
residents when the state is acting as a market participant, (S 1ch 69
SLA 1985)

Editor's notes. — Section 2, ch. 69.
SLA 1985 makes this section retroactive
to July 16. 19S3.

Sec. 36.10.010. Employment preference. IRepealed. § 11 ch 33 SLA
1936.]

Sec. 36.10.070. Unavailability of preferred workers, (a) An em-
ployer subject to hiring requirements under this chapter may request
the Department of Labor to assist in locating qualified, eligible em-
ployees. After receiving a request for assistance, the department shall
refer qualified, eligible, available residents to the employer to fill the
employer's hiring needs. The employer shall cooperate with the de-
partment.

(b) If the department is unable to refer a sufficient number of quali-
fied, eligible, available residents able to perform the work, the com-
missioner of labor may approve the hiring of residents who are not
eligible for preference and nonresidents for the balance ofthe request.
(8 5c¢ch 177 SLA 1960; am § 2 ch 208 SLA 1972; am § 3 ch 33 SLA
1986)
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Effect of amendments. — The 1986
amendment, effective May 25, 1986,
rewrote this section.

Sec. 36.10.075. Duties of commissioner of labor, (a) The com-
missioner of labor shall adopt regulations necessary to carry out the
provisions of this chapter including but not limited to the method,
time and content of reporting by employers covered by this chapter
and reporting provisions permitting on-going supervision by the De-
partment of Labor on all public works projects covered by this chapter.

(b) The commissioner of labor shall adopt regulations to encourage
and require the hiring of residents to the maximum extent permitted
by law. (8 3 ch 208 SLA 1972; am § 4 ch 33 SLA 1986)

Effect of amendments. — The 1986
amendment, effective May  25. 1986.
added subsection (b).

Sec. 36.10.090. Publication of list of violators, (a) The commis-
sioner of labor shall distribute to all departments and agencies of the
state government and to all political subdivisions of the state a list of
the names of persons or firms convicted of a violation of this chapter.
No person appearing on the list and no firm, corporation, partnership
or association in which the person has an interest may work as a
contractor or subcontractor on a public construction contract for the
state or a political subdivision until after three years from the date of
publication of the list.

(b) A local government or school district covered by the provisions
of this chapter which is found to be in violation of these provisions
may be required to forfeit all or part of the state aid made available
for the project in which the violationoccurs and in additionmay be
denied up to 12 months of staterevenuesharing or publicschool
foundation money. A state department or agency head found to be in
violation of this chapter may be required to forfeit the position of
department or agency head.

(©) A person or governmental entity covered by the provisions of (b)
of this section who is not satisfied by a decision of the Department of
Labor may, as the final administrative process, appeal the decision to
a committee consisting of the commissioners of transportation and
public facilities, labor and administration. The commissioner of trans-
portation and public facilities is the chairman of the committee. A
quorum for conducting business is three members and any decision
made must be supported by a majority ofthe committee members. The
committee may, upon a showing of hardship, waive all or any part of
the penalty provisions of this chapter. (S 7 ch 177 SLA 1960; am § 12
ch 142 SLA 1972; am § 4 ch 208 SLA 1972; am E.O. No. 39, § 11
(2977))
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Sec. 36.10.130. Resident hire report. The attorney general and
the commissioner of labor shall report annually to the legislature and
the governor on the status of employment in the state, the effect of
nonresident employment on the employment of residents in the state,
and methods to increase resident hire. The report shall be submitted
by January 31 of each year. (8 5 ch 33 SLA 1986)

Effective dates. — Section 12, ch. 33, May 25, 1986, in accordance with AS
SLA 1986, makes this section effective  01.0.070(c).

Sec. 36.10.140. Eligibility for preference, (a) A person is eligible
for an employment preference under this chapter if the person
certifies eligibility as required by the Department of Labor, is a resi-
dent, and

(1) is receiving unemployment benefits under AS 23.20 or would be
eligible to receive benefits but has exhausted them:;

(2) is not working and has registered to find work withapublic or
private employment agency or a local hiring hall;

(3) is underemployed or marginally employed as defined by the de-
partment; or

(4) has completed a job-training program approved by the depart-
ment and is either not employed or is engaged in employment that
does not use the skills acquired in the job-training program.

(b) In approvingjob-training programs under (a) of this section, the
department shall use information and findings from other state and
federal agencies as much as possible.

(c) An employer subject to a resident hiring requirement under this
chapter shall certify that persons employed as residents under the
preference were eligible for the preference at the time of hiring.

(d) A labor organization that dispatches members for work on a
public works project under a collective bargaining agreement shall
certify that persons dispatched as residents to meet a preference were
eligible for the preference at the time of dispatch.

(e) An employer or labor organization may request assistance from
the Department of Labor in verifying the eligibility of an applicant for
a hiring preference under this chapter. (8 5 ch 33 SLA 19S6)

Effective dates. — Section 12, ch. 33, May 25, 19S6, in nccordnnee with AS
SLA 1986, mukes this section effective  01.10.070(c).

Sec. 36.10.150. Determination of zone of underemployment,
(& Immediately following a determination by the commissioner of
labor that a zone of underemployment exists, and for the next two
fiscal years after the determination, qualified residents of the zone
who are eligible under AS 36.10.140 shall be given preference in hir-
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ing for work on each project under AS 36.10.180 that is wholly or
partially sited within the zone. The preference applies on a craft-by*
craft or occupational basis.

(b) The commissioner of labor shall determine the amount of work
that must be performed under this section by qualified residents who
are eligible for an employment preference under AS 36.10.140. In
making this determination, the commissioner shall consider the na-
ture of the work, the classification of workers, availability of eligible
residents, and the willingness of eligible residents to perform the
work.

(c) The commissioner shall determine that a zone of underemploy-
ment exists if the commissioner finds that

(1) the rate of unemployment within the zone is substantially
higher than the national rate of unemployment;

(2) asubstantial number of residents in the zone have experience or
training in occupations that would be employed on a public works
project;

(3) the lack of employment opportunities in the zone has substan-
tially contributed to serious social or economic problems in the zone;
and

(4) employment of workers who arc not residents is a peculiar
source of the unemployment of residents of the zone. (S 5 ch 33 SLA

1986)

Effective dates. — Section 12. eh. 33.  May 25 1986, in accordance with AS
SLA 1986. makes this section effective  01.10.0701c).

Sec. 36.10.160. Preference for residents of economically dis-
tressed zones, (a) Immediately following a determination by the com-
missioner that an economically distressed zone exists, and for the next
two fiscal years after the determination, qualified residents of the
zone who are eligible under AS 36.10.140 shall be given preference in
hiring for at least 50 percent of employment on each project under AS
36.10.180 that is wholly or partially sited within the zone. The prefer-
ence applies on a craft-bv-crafl or occupational basis.

(b) The commissioner shall determine that an economically dis-
tressed zone exists if the commissioner finds that

(1) the per capita income of residents of the zone is less than 90
percent of the per capita income ofthe United States as a whole, or the
unemployment rate in the zone exceeds the national rate of unemploy-
ment by at least five percentage points;

(2) the lack of employment opportunities in the zone has substan-
tially contributed to serious social or economic problems in the zone;
and

(3) employment of workers who are not residents is a peculiar
source of unemployment of residents of the zone. (§8 5 ch 33 SLA 19S6)
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Effective dotes. — Section 12, ch. 33, Maqv 25, 1986, in accordance with AS
SLA 1986, makes this section effective Oﬂ0.0TOIC).

Sec. 36.10.170. Preference for economically disadvantaged
minority residents, (a) Immediately following a determination by
the commissioner that the minority residents of a zone are economi-
cally disadvantaged, and for the next two fiscal years after the deter-
mination, qualified minority residents of the zone who are eligible
under AS 36.10.140 shall be given preference in hiring for at least 25
percent, or a percent representative of the civilian minority residents
in the zone, whichever is greater, of employment on each project under
AS 36.10.180 that is wholly or partially sited within the zone. The
preference applies on a craft-by-craft or occupational basis.

(b) The commissioner shall determine that the minority residents of
a zone are economically disadvantaged if the commissioner finds that

(1) the percentage of civilian minority residents in the zone exceeds
the percentage of civilian minority residents in the state;

(2) either the percent of unemployment of civilian minority resi-
dents of the zone is at least two times the percent of unemployment of
nonminority residents of the zone or the civilian minority population
of the zone has suffered past economic discrimination;

(3) the economic disadvantage of civilian minority residents of the
zone has substantially contributed to serious social or economic prob-
lems in the zone; and

(4) employment of workers who are not residents is a peculiar
source of unemployment of civilian minority residents of the zone.

(©) In this section, a person is considered to be a member of a minor-
ity if the person is Hispanic, Asian or Pacific Islander, American In-
dian or Alaskan Native, or Black as those terms are defined by the
Equal Employment Opportunity Commission. (8 5 ch 33 SLA 1986)

Effective (Inti's. — Section 12. ch. 33, May 25, 1986, in iiccordiincc with AS
SLA 1986. mnkcs this section effective  01.10.070(c).

Sec. 36.10.175. Preference for economically disadvantaged fe-
male residents, (&) Immediately following a determination by the
commissioner that the female residents of a zone are economically
disadvantaged, and for the next two fiscal years after the determina-
tion, qualified female residents of the zone who are eligible under AS
36.10.140 shall be given preference in hiring for at least 25 percent of
employment on each project under AS 36.10.180 that is wholly or
partially sited within the zone. The preference applies on a crafL-by-
craft or occupational basis.

(b) The commissioner shall determine that the female residents ofa
zone are economically disadvantaged if the commissioner finds that
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(1) either the percent of unemployment of female residents of the
zone is at least two times the percent of unemployment of male resi-
dents of the zone or the female population of the zone has suffered past
economic discrimination;

(2) the economic disadvantage of female residents of the zone has
substantially contributed to serious social or economic problems in the
zone; and

(3) employment of workers who are not residents is a peculiar
source of unemployment of female residents of the zone. (§ 5 ch 33
SLA 1986)

Effective dates. — Section 12, ch. 33, May 25. 1986. in accordance with AS
SLA 1986, makes this section effective  01.0.070(c).

Sec. 36.10.180. Projects subject to preference, (a) The prefer-
ences established in AS 36.10.150 — 36.10.175 apply to work per-
formed

(1) under a contract for construction, repair, preliminary surveys,
engineering studies, consulting, maintenance work, or any other re-
tention of services necessary to complete a given project that is let by
the stale or an agency of the state, a department, office, state board,
commission, public corporation, or other organizational unit of or cre-
ated under the executive, legislative or judicial branch of state gov-
ernment, including the University of Alaska and the Alaska Railroad
Corporation, or by a political subdivision of the state including a re-
gional school board with respect to an educational facility under AS
14.11.020;

(2) on a public works project under a grant to a municipality under
AS 37.05.315;

(3) on a public works project under a grant to a named recipient
under AS 37.05.316;

(4) on a public works project under a grant to an unincorporated
community under AS 37.05.317; and

(5) on any other public works project or construction project that is
funded in whole or in part by state money.

(b) If the governor has declared an area to be an area impacted by
an economic disaster under AS 44.33.285, then the preference for resi-
dents of the area established under AS 44.33.285 — 44.33.310 super-
sedes the preference under AS 36.10.150 — 36.10.175 for contracts
awarded by the state.

(c) The commissioner shall define the boundaries of a zone within
which a preference applies. (§ 5 ch 33 SLA 1986)
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836.10.13® Alaska Statutes Supplement $36.10.310

Effective dnles. — Section 12, ch. 33, Mag 25, 1986, in accordance with AS
SLA 1986, makes this section effective01.10.070(c).

Sec. 36.10.190. Reporting provisions. An employer obligated to
meet resident hire requirements under this chapter shall comply with
the reporting provisions that the commissioner of labor determines
are reasonably necessary to carry out this chapter. Except for statisti-
cal data, all information regarding specific employees is confidential
and may not be released by the Department of Labor. However, confi-
dential employee information may be shared between departments for
purposes of this chapter. (§ 5 ch 33 SLA 1986)

Effective dates. — Section 12, ch. 33,  May 25, 1986, in accordance with AS
SLA 1986, makes this section effective  01.10.070(c).

Sec. 36.10.200. Criminal penalties, (&) A person who makes a
false sworn statement in connection with a certification of eligibility
for an employment preference under this chapter is subject to criminal
prosecution for perjury as provided in AS 11.56.200.

(b) A person who makes an unsworn falsification, with the intent to
mislead a public servant in the performance of a duty, in connection
with a certification of eligibility for an employment preference under
this chapter, is subject to criminal prosecution as provided in AS
11.56.210. (S5 ch 33 SLA 1986)

Effective dutcs. — Section 12, ch. 33, May 25, 1986. in ncciirdance with AS
SLA 195G, makes this section effective 01.£0.070(c).

Sec. 36.10.210. Civil penalties, (a) In addition to any criminal
penalties imposed, after a hearing the department may impose a civil
penalty on a person who, in connection with certification of eligibility
for an employment preference under this chapter,

(1) made a false sworn statement; or

(2) made an unsworn falsification with intent to mislead a public
servant in the performance of a duty.

(b) The amount of the civil penalty under (a) of this section for a
person who falsely certifies that the person is eligible for an employ-
ment preference under this chapter is not more than $400 for each
false certification.

(c) The amount of the civil penalty under (a) of this section for an
employer who falsely certifies that employees are residents eligible for
a preference under this chapter is not more than $2,000 lor each of the
first five false certifications. The penalty for the sixth false certifica-
tion made by an employer and for each false certification thereafter is
at least $2,000 and not more than $4,000. ($ 5 ch 33 SLA 1986)
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Effective datca. — Section 12, ch. 33, May 25. 1986, in accordance with AS
SLA 1986, makes this action effective  OLio.0TOtc).

Sec. 36.10.900. Effect ofjudicial decisions. If a provision of this
chapter, or the application of a provision to a person or circumstance,
is held invalid, the remainder of this chapter and the application to
other persons or circumstances shall not be affected by the holding.
The remainder shall be enforced to the greatest extent constitution-
ally permissible under the constitutions of the United States and the
State of Alaska. (S 5 ch 33 SLA 1986)

Effective dates. — Section 12, ch. 33, MaY 25, 1986, in accordance with AS
SLA 1986, makes this section effective  01.10.070ic).

Sec. 36.10.990. Definitions. In this chapter

(1) "qualified” means possesses the requisite education, training,
skills, or experience to perform the work;

(2) "zone" includes a census area in the state, an economic region of
the state, and the state as a whole. (§ 5 ch 33 SLA 1986)

Effective dates. — Section 12, ch. 33, May 25, 198G, in accordance with AS
SLA 1986, makes this section effective 01.10.0701c).

Chapter 15. Alaska Product Preferences.

Article
2. Agricultural and Fisheries Products Preference (SS 36.15.050, 36.15.060)

Cross references. — For similar provi-
sions. see AS 36.30.322 — 36.30.338.

Article 1. Forest Products Preference.

Editor's notes. — AS 36.15.010 —
36.15.020 have been designated as Article
Lofthis chapter by the rcvisor of statutes.

Article 2. Agricultural and Fisheries Products Preference.

Section ) ] Section , ,
50. Use of local agricultural and fisher- ~ 60. Insertion of clause in calls for bid?
ies hproducts required in purchases [IMd in contracts
with state money
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PREFACE

In May 1986, the Fourteenth Alaska Legislature amended Title 36 to establish a new
system of resident hiring preference on public funded construction projects. The law
stipulates that a vresident hiring preference will trigger on whenever specific
conditions are shown to exist. Consequently, the Commissioner of Labor has been
instructed to collect and compile the necessary information and to report annually on
the status of employment in Alaska, the effect of nonresident employment on the
employment of residents in Alaska, and alternative methods of increasing resident
hire.

Last year, under a special appropriation from the legislature, the Department of
Labor analyzed the economic impact of nonresident employment in Alaska in 1984. This
year"s publication, the first annual resident hire report prepared in compliance with
Alaska Statute 36.10,130, wupdates the data contained in that report and provides
additional information about the reasons employers hire nonresidents, alternative
ways of promoting resident hire, and progress toward determining which geographic
areas of the state qualify for preference under existing law.

This report is composed of five chapters and a series of appendixes that contain the
best estimates currently available of the impact of nonresidents on Alaska®s economy.

Chapter 1 compares employment and unemployment in Alaska to the rest of the United
States.

Chapter 2 provides 1985 data about resident and nonresident employment and
unemployment in Alaska, and the economic impact of nonresidents on
Alaska®"s economy.

Chapter 3 provides a comparison of how the data contained in Chapter 2 changed from
1984 to 1985.

Chapter 4 describes the process of determining which geographic zones qualify for
preference under current law. This chapter explains why no determinations
are actually made in this year"s report and documents the efforts underway
to provide information upon which determinations can be made.

Chapter 5 summarizes the results of several employer surveys in an effort to explain
the reasons why employers hire nonresidents and reviews some of the
alternative methods available for promoting resident hire.

Readers are urged to read the Sources and Limitations section for an explanation of
the limitations of the data provided in this report and to check the Glossary for
specific definitions of terms used in this report.



SOURCES AND LIMITATIONS OF THE DATA
Primary Sources and Limitations

Residency of workers was determined by crossmatching 1985 wage records from the
Alaska Department of Labor with 1985 and 1986 permanent fund dividend records from

the Alaska Department of Revenue. Nineteen eighty-five employment data were used
because it is the most recent vyear for which data were available to determine
individual residency status. People are legally residents if they have been in
Alaska for 30 days and intend to stay. Workers were considered residents if they
received a 1985 dividend or filed for a 1986 dividend. Both dividend years were used
to accurately determine individual residency status. Use of 1985 permanent fund

dividend data accounts for persons who were residents early in 1985 who either died
or left the state during 1985. Conversely, use of 1986 permanent fund dividend data
accounts for people who became Alaska residents between October 1984 and September
1985. Employed residents who did not provide a social security number on either
permanent fund dividend application were not counted as residents since it was
impossible to crossraatch the files without a way of verifying that it was the same
individual. 1/

It is 1important to understand that the Department of Labor wage file, which was the
source of all wage and employee data in this report, does not includeall those who
work in Alaska. Excluded are federal employees and workers who are not covered by
the Alaska Employment Security Act. Those who are not covered include self-employed
workers, most Tfishermen, full commission salespersons, agricultural workers, domestic
workers, unpaid Ffamily workers, private railroad elected and appointed public
officials, and some employed students. The largest groups which are not included in
.this report are self-employed workers (who account for about 9 percent of the Alaskan
work force) and federal employees (who account for about 7 percent).

The number of employed residents excluded from Department of Labor wage records is
estimated to more than offset the number of residents counted as nonresidents because
they did not file for a permanent fund dividend in 1985 or 1986 or because they did
not provide a social security number when they did Tfile. Similarly, the number of
employed nonresidents not covered by the department®s wage records offsets the number
of residents counted as nonresidents.

Why Data Differ From Those Published in Other Reports

Tables providing data on employees and wages by industry and geographic area differ
from figures published in other reports by the Alaska Department of Labor, Research
and Analysis Section, particularly the Statistical Quarterly series. Differences
occur because:

1) This report provides data about employees not employment.

Employees and employment are different concepts. Employees are the individual people
who worked for wages during a specific period of time; employment is the number of

x/ 3.8 percent of Tforking (16 years and up) permanent fund dividend applicants

did not provide social security numbers. It 1is believed that most applicants
who did not provide a social security numbers did not work, thus minimizing the
effect of the missing numbers on data in this report.



filled jobs at a particular point in time. Because not all jobs are filled
throughout the year and different individuals work in the same position at different
periods of time, employee counts exceed the employment totals given in other
publications, especially when comparing annual data. Approximately 70 percent more
individuals work in Alaska over a year"s time than the annual average number of jobs.

2) Employees and wages are counted 1in the industry of the employer from whom they
earned the most wages.

3) Employees and wages are counted in the census area of the employer®s primary
business location even though employees may actually work 1in another part of the
state.

This significantly affects state government workers. Consequently, state workers are
included in statewide data but excluded from region and census area data.
Construction data were also significantly affected because workers are often employed
in remote areas far from their company®s main business office. Consequently, a new
data collection system has been established which will correct this deficiency in the
future.

4) Federal government employees and wages are excluded from this report because data
for them are not available in Department of Labor wage files.

Other Data Sources

Other state data sources used in preparing this report include the Alaska Department
of Labor"s unemployment insurance claimant file, job service applicant file, local
area unemployment statistics, a survey of employers in 1986, the Governor®s Council
on Alaska Hire"s 1986 Alaska Hire Task Force report and Vocational Education
Subcommittee employer surveys, and voluntary unemployment data from unions around the
state.

National data sources used include information produced by the U.S. Department of
Labor®s Employment and Training Administration and Bureau of Labor Statistics, and
the U.S. Department of Commerce®"s Bureau of Economic Analysis and Bureau of the
Census.



EXECUTIVE SUMMARY
Highlights of the Data

-In 1985, 8691 million were paid to 77,000 nonresident workers in Alaska. This
represents an increase of &4 million and 6,000 employees over 1984. The
percentages, however, remained constant from 1984 to 1985 with 12 percent of all
wages paid to nonresidents who constituted 23 percent of all employees. See pages 20
and 45.

-The average annual earnings of nonresidents was only 43 percent as much as the
average annual earnings of residents of Alaska (down from 48% in 1984). Nonresidents
did not spend as much time working in Alaska as residents did. Fifty-eight percent
of all residents worked during all four calendar quarters, while only 11 percent of
nonresidents worked in Alaska in all four quarters. See page 20.

-1984 and 1985 data are strikingly similar. Although nonresident employees and wages
increased in 1985 their overall impact, industry impact, and area impact changed only
slightly. See page 45.

-The food processing industry (of which 94% of the firms are in seafood processing)
had the highest number of nonresident employees (13,512), the highest percent of
wages paid to nonresidents (55%), and the highest percentage of nonresident employees
(68%). The cil and gas industry paid the highest amount of wages to nonresidents
(8106 million), although the construction industry as a whole paid more (8149
million). Of all the wages paid to nonresidents in Alaska in 1985, over 21 percent
went to nonresidents who worked 1in construction (building construction, heavy
construction, or special trades construction) and over 15 percent went to
nonresidents who worked in oil and gas. See page 23.

- The Anchnrage-MatSu Region had the lowest percentage of nonresident wages and
employees (10% and 21% respectively); the Southwest Region had the highest (24% and
38%). The Southwest Region also contained both the best and worst (mostly the worst)
census areas in the state in terms of the percent of wages paid to nonresidents and
the percentage of employees who were nonresidents. Wade Hampton had the lowest
nonresident wages and employees (7% and 12% respectively); while the Aleutian Islands
had the highest (41% and 61%) with the Bristol Bay Borough close behind (39% and
59%). See page 28.

-In 1985, the number of unemployed never fell below 20,500 individuals in any month
(19,000 in 1984). The number of employed nonresidents was always greater than 17,000
individuals in any month (16,000 in 1984). See page 33.

-Alaska has unique economic conditions compared to other states. In 1985, Alaska had
the fifth highest overall unemployment rate in the nation, the third highest for all
nonagricultural industries, the highest in manufacturing and government, and the
sixth highest in construction. Alaska also had one of the highest unemployment rates
in the nation for many major occupational categories. See page 15.

-Nearly 22 percent of all regular unemployment insurance benefits paid by Alaska in
1985 were interstate payments. This is the highest interstate rate in the nation;
approximately 4.5 times the national average. Seventy-four percent of those
interstate payments went to nonresidents. See pages 15 and 41.



-Alaska paid almost $32 million in unemployment insurance benefits to nonresidents in
1985, of which over $21 million was paid out of state. This represents a significant
increase over 1984 in which Alaska paid nonresidents $20 million in unemployment
insurance benefits, including $17million in out of state payments. See page 41.

Resident Hire Preference Determinations

In 1986, the Fourteenth Alaska Legislature passed a resident hire statute which is
complex and substantially different from previous versions. The legislature
emphasized the need to pass a lawwhich would withstand a test of constitutionality.
Consequently, the new statute uses a very targeted approach based on detailed
statistical information.

Before preferences can be implemented, determinations must be made as to which zones
qualify for preference based on the specific criteria outlined in chapter 4. Before
any determinations can be made, regulations must be approved and data compiled. As
of early January 1987, regulations have been drafted and reviewed through the public
hearing process but not finalized. Data have been compiled which illustrate the
overall economic condition of each zone (see Tables 4-1 and 4-2, pages 60 and 61);
however, data about occupational supply and demand are not currently available in
enough detail to demonstrate that nonresident workers have displaced qualified,
available resident workers in specific occupations in specific areas of the state.
Consequently, the Department of Labor has designed a system to collect the necessary
detail, and has begun implementation of those procedures. The department expects to
have the detailed information needed to evaluate possible determinations for most
construction-related occupations by January 1988. Data about the social and economic
impact of unemployment are available through a variety of sources which will be
analyzed in depth during 1987.

For additional information see chapter 4, beginning on page 57.

Reasons Employers Hire Nonresidents

Sixty percent of employers contacted in a Department of Labor survey said their
industries hire nonresidents because available Alaskans lack required training or
experience.

Thirty-five percent of employers contacted stated that their industries hire
nonresidents because there are no Alaskans available. This reason was most commonly

cited by employers in food processing.

Fifty percent of employers contacted stated that their industries hire nonresidents
because it is company policy to transfer people within the company. This reason was
most commonly cited by employers in mining industries.

For additional information see chapter 5, beginning on page 62.
Promoting Resident Hire
Employers commonly promote the hiring of residents by having a company resident hire

policy; advertising openings locally; or using local unions, Job Service offices,
local private employment agencies or universities to find workers.



Employers felt the State could increase resident hire by promoting the issue, and
working actively to train and place resident workers.

In a survey concerning vocational education, 40 percent of respondents from the
manufacturing and wholesale trade industries felt there was not a trained Alaska
labor force available.

More than 95 percent of employers who responded to the vocational education survey
said they would prefer to hire Alaskans. Nearly 76 percent of survey respondents
indicated that they would be willing to hire an underqualified Alaskan if the Alaskan
could be trained.

The 1986 Alaska Hire Task Force Report presented 36 alternatives for promoting
resident hire in Alaska. The report was intended primarily for policy makers to use
as a reference of new ideas and initiatives on resident hire.

The Department of Labor is now collecting additional data from employers relating to
the occupation and work location of their employees. This will allow the department
to evaluate the impact of nonresident employment by individual occupation and
specific work location. Then Alaska"s policy makers can use those facts to adjust
laws, regulations, administrative procedures, and programs to comprehensively
encourage higher levels of resident employment throughout Alaska.

For additional information see chapter 5, beginning on page 62.



CHAPTER 1. INTERSTATE COMPARISONS

This chapter provides an overview of Alaska®s economy in comparison with
other states.

Overview

Alaska is a unique state in many ways, particularly when it comes to the
condition of the labor market. Alaska has one of the highest unemployment
rates, one of the roost seasonal economies, an unusually high percentage of
unemployment insurance benefits paid to out-of-state claimants, a
relatively large dependence on the construction industry for jobs, and a
large nonresident workforce. At the same time, the geographic dispersion
of Alaska®"s labor force and the short-term or seasonal nature of many jobs
often combine to make it difficult for Alaskans to find out about jobs in
other parts of Alaska. Demand for workers in Alaska combined with a
national recession made Alaska a viable job market for many nonresidents.
As the economy improves in the Lower 48 and worsens in Alaska there may be
less 1incentive for nonresident workers to come to Alaska, but it also
becomes increasingly important that residents have a way of learning where
jobs exist and a way of preparing themselves tohold those jobs.

Unemployment Rate: Overall, by Industry, and by Occupation

In 1985 Alaska had the third highest unemployment rate of any state for
private nonagricultural wage and salary workers and the fifth highest
overall unemployment rate. In addition, Alaska had the highest
unemployment rate in three of seven major industrial categories (Table 1-
1), and it was one of the four worst states in seven of eleven major
occupational categories (Table 1-2). Relative to other states, Alaska
fared best in the services industry where it ranked tenthworst and sales
occupations where it ranked fifteenth worst.

Unemployment Insurance Benefits

In 1985 Alaska sent a higher percentage of regular unemployment insurance
benefits out of state than any other state in the nation. While the
national average was 4.8 percent, Alaska sent 21.6 percent out of state;
this is 4.5 times the national average (Table 1-3). Over three-quarters
of that money went to nonresidents (Table 2-14).

The Construction Industry

In 1985 Alaska had the sixth highest unemployment rate of any state for
the construction industry. Nevertheless, construction is especially
important to Alaska®s economy as it comprises nearly twice as large a
share of total employment as it does forthe United States as a whole
(Table 1-4). Alaska"s dependence on the construction industry, along with

the high 1level of unemployment in that industry, makes the impact of

nonresidents working in construction an area of special concern.
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CHAPTER 2. NONRESIDENT WORKERS IN ALASKA, 1985

This chapter contains the best data currently available about the impact of
nonresidents on Alaska"s economy. The chapter is divided into two major sections: a
review of resident and nonresident employee and wage data by industry, area, and the
state as a whole, and an analysis of the economic impact of nonresident employment.

RESIDENT AND NONRESIDENT WAGES AND WORKERS

Resident and Nonresident Employees and Earnings

In 1985 $691 million was paid to 77,000 nonresident workers in Alaska. Nonresidents
made up 23 percent of Alaska®"s employees in 1985, and they earned 12 percent of all
wage and salary income (Figure 1-1).

Alaska has a seasonal economy in which wages and employment peak in the summer

months. Nonresident employment Tfollows an even more exaggerated seasonal pattern
(Figures 2-2 and 2-3). Nearly 45 percent of nonresidents worked in Alaska during
only one calendar quarter of 1985. In contrast, 58 percent of residents worked

during all four quarters of 1985 (Table 2-1). Consequently, although nonresidents
made up only 12-19 percent of Alaska®"s work force during any single calendar quarter,
they comprise 23 percent of all individuals who worked in Alaska in 1985.

FIGURE 2-1

PERCENT RESIDENT AND NONRESIDENT
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FIGURE 2-2

RESIDENT AND NONRESIDENT WAGES
BY QUARTER
ALASKA 1985
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FIGURE 2-3

RESIDENT AND NONRESIDENT EMPLOYEES
BY QUARTER
ALASKA 1985
215 LEGEND
NONRESIDENT EMPLOYEES

275+ RESIDENT EMPLOYEES

175+
#R

N O 125-
S
7511

01 Q 4

Q2 Q3
QUARTER
Sourco: Alaska Department of Labor, Research and Analysis



TABLE 2-1

TO. QU D N A
TRt R o

' TR

1
d . .
Source: %%%m of Labor, Research

fabieble}]
MDMDMDD

TABLE 2-2

DISTRBUTION O:W IN AAKA

'S@tarrt'ebrlsjm e(se,llr eHE Nonr%%fggm
1Rt ,
A & Jziﬁ
1o i3 1
2. alle
i 2 I
al [C ) .
B
n R
b oo 0
Vil 576 109

Souree; %%g@glagment of Labor, Research



Resident and Nonresident Employees and Earnings by Industry

During 1985 almost $5.9 billion was paid to wage and salary employees in Alaska, of
which’ apPrommately 12 percent went to. nonresidents. NearI)( 330,000 different
individuals worked in nonfederal, nonagricultural wage and salary employment in
Alaska at some time during 1985; approximately 23 percént of whom weére nonresidents.

In terms of total dollars paid _to nonresidents during 1985 il and gas, heav
construction, and food processing (of which 94 percent of the firms are in seafoo
processmg? had the greatest impdct (Table 2-3). "Construction (all types combined)
accounted " tor 22 percent of all wages paid to nonresidents, oil and gas 15 percent,
and food processing 9 percent. Other industries which paid a large amount of wages
to. nonresidents “in 1985 include state. and local governnient, business and
miscellaneous services, and eating and drinking places.

Government paid only 4 Percent of its total wages to nonresidents, making it the
industry” “sector “least affected Dby nonresidénts.  In private industry, the
undercount of residents (as discussed in the limitations) is believed to be offset b){
the number of seIf-emRoned nonresidents.  This is not the case with governmen
employment; as result, the ‘number of nonresident workers in government may be lower
than the published estimates.

Eight of the top ten industries in terms of percentage of their total wages paid to
nonresidents were too small to individually account foT even 2 percent of ~ the total
wages pald to nonresidents in 1985  The two which remained were food processing
which paid 55 percent of their wages to nonresidents and accounted for 9 percent of
all wages paid to nonresidents, "and heavy construction, which paid 27 percent of
their _\évag%s to nonresidents and accounted for 11 percent of wages paid to
nonresidents.

In terms of total nonresidents employed in 1985, food processm%,_eatmg and drinking
Elaces, and construction (all types Combined) had the greatest impact™ (Table 2-5)
ood processing accounts for 18 percent of all nonresidents employed, construction 14
Percent, and eating and drinking places 11 percent. Other  industries which employed
arge numbers of" nonresidents "included business services, oil and gas, loCal
government, hotels, and food stores. Government again turns out to be the mdustry"
Sector with the least nonresident employees on a percentage basis, at 8 percent.’

Again, eight of the top ten industries in terms of their percentage of nonresident
employees were too small to account for even 2 percent of the total nonresidents
employed in 1985,  The two which remained were food Processmg, which employed 68
percent nonresidents and accounted for 18 percent of all nonresidents employed, and
eating and drinking places, which employed 33 percent nonresidents and accounted for
11 percent of all nonresidents employed.

Seafood harvestln% employment is not included in the wage and employee data _in this
report; however, the most recent estimates by the Alaskd Department 0f Labor indicate
that 205 percent of all seafood harvesting employment in 1983 was nonresident, The
1983 estimate of average monthly nonresident seafood harvesting employment is 1,629,

The average annual earnmgs per worker for nonresidents in a|l industries were only
43 percent of that received by resident workers (Appendix Table A-5). Nonresidents
often_work in the seasonal construction and food processm% industries, and generally
work in Alaska for a much shorter portion of the year than residents do. This
accounts, at least in part, for the significantly” lower average annual earnings of
nonresidents; however_ nonresidents also Teceive le§s average wages per quarter than
residents (Appendix Tables A-4 and A-8). This indicates elther a shorter job tenure
or lower wages than residents.



B

Nonresicent

%@sahca?%n f@?& (t%%gf Rark
| ar'Eons fction $ 2,’ é

‘18‘% %?%Cgpgtrucﬂon
el “‘ ?
?scglaneofs @gwgcgéaces 19

)CX%aJ A Alaska Department of Labor, Research and

TAE 24
0 RSO B
Resident Nonresicent

8@%3 Hicallo dus%g?& thmo% (thmolﬁ } 1%(}%[ } Rark

- 37 1
s, By

%aca?argrg I0n ese% dasnﬁ1 o
ol ST
I

|nc| e anly %ncu a v @ Goay?es gﬁvered
Wﬂeﬁgtbsweeﬁaﬂwa Lot




i) e
Nonresidents

EI%@sahca?%n @P& i o{le% Rark
R g

|n %r\/ 05 !
nstruction j 5

o ,
: nstruction : B
gtOFES ! 10

Source; é{dﬁ%%gonnmt of Lahor, Research

TAE 2-6
AT %@6@&5%@&5
Resident Nonresicent

CHREHBAER H‘%{Ee' 4 H‘r’%?e' g d ( ar

5 mr Pﬂg Trapping Y/
oncl PQH 1
Ia e 11 g
|ontﬁ>°ctures
r Resear aJyS|s
5 %scate o 'IS 710N
Te e (ih ?.ﬁy [(serep Industries,

I
%e il es ony indUStes wilh Over

|c & only nonaaricultural ered
Iy %%t){ rgn%esen% N Vlgﬁﬁ(gd &\%aég(g)@esdgﬁv

many BF Indu sry



ek

OGRS
o o

Sé Ure .F ‘
ggnctﬁﬁﬁral Services

y gﬁsﬁ&ﬁmﬂnﬂ fapping 1/
Y
Il &
gﬁp%%z}bnfuel
ding
&I Tra0es
uring

extiles
05
i
nan
o

e,le

| é%lie %a]s

S0 atwhdﬂm%

Tr ns. Rh Utilities
ran

|refr nspdprf) otr|1On

r%%s o?t flon Services
ogésﬁade

urable

TABLE 2*7

Ao

Rark Based on

Nonresident Wges ~ Nonvesicent Eirployees
president
F’“‘% 5%%? &ﬁﬁs@ ?“s%%aaf

MR DY RRS S CEShREVEESESRORE BT to oo S IR SERESS L.

98 l

|
f;?
%
|
|

—r

K13 & SEse

Ris BGOSR SRR GRS ERY. uxo

&8 TEEEERS RsootBReE]. BB NP ﬁmm%uﬁ_‘\ﬁm\|ﬁ



TABLE 2-7 (Continued)

g

Ao

Rk Based on
Nonresident \/\bgs Nonvesicent Enployees
Paidl urber Igl\gi%‘ereadent
ndust ﬁ)ta? oyees a0 ot%?
assitication {gf’é) Rark Rark
tail Trace
r(l)k'?a ﬁlr\él%rmandise % %
I o/gervlce Station ag %Z
i)
I
Fi% weou?&%eaﬁ IEstate L 4
i % : :
A
i 2N
[n rance
d gervices J& g 2§ ﬂ?
INES SCIVICES %
s :
ation Sefvices
i) efveef
d’gations
evices T A Iy
Nonclassifiable 2/ 4 3 1
|5|
R% nﬁl I%afbo h WF%% r l?% Ieﬁ]rtldﬁstrief,
ose ﬂ% Witn over &L miffion
y Data eeueew ?%?.S S R el et

el

assdf"ec;y inany o er industry.




Resident and Nonresident Employees and Earnings by Geographic Zone

The five census areas with the highest {)ercentage 0f v_vatqes paid to n
1985 were: the Aleutian Islands (41 percért). Bristol Bay Borough (39 percent),
30 percent), Skagwa)MYakutat-Angoon (28 percent), and Wrangell-Petershurg
(25 percent) (Fiqure 2-4), ost of the wages paid to nonresidents in these areas
were paid to workers in'the manufacturing (seafood processmg) industry (Appendix
Tables A-31, A-32, A-34, A-36, A-37). The North Slope Borough had the sixth highest
percent of Wages paid to nonresidents (25 percent), with the majority of _those Wages
oing to workers in the construction and mining industries (Appéndix Table A-24),
nchorage, Fairbanks, and the North Slope Borough™lead the state in total wages paid
to nonresjdents, with 40 percent, 16 percent and 10 percent respectively of all
wages paid to nonresidents in 1985 (Appendix Table A-5).

Those same five census areas also had the highest percentage of nonresident
employees; the Aleutian Islands, 61 percent; Bristol Bay Borough, 59 percent;
Dillingham, 46 percent; SkagwaﬁYakutat-Angoon, 13 percent; and Wrangell-Petershurg,
43 percent (Figure 2-5), ost of thé nonresident emploxees In those areas also
worked in the manpufacturing (seafood processing) mdustrﬁ. The North Slope, however,
slipped to ninth place “behind Kodiak _Island Borough, Valdez-Cordova, and Haines
Borough, three other census areas with a_high percentagé of nonresident employees due
to the food processmﬁ industry. ~ This time Anchorage, Fairbanks, and the Kenal
Peninsula Borough lead the state in the total number of “nonresident employees, with
4% Eerc nt, 10 gercent, and six percent respectively of all nonresident employees in
Alaska during 1985.

onresidents in
Dillingham

28



FIGURE 2-4

% OF TOTAL WAGES PAID TO NONRESIDENTS
BY GEOGRAPHIC ZONE, 1985
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FIGURE 2-6

h OF TOTAL WAGES PAID TO NONRESIDENTS

By Census Area. Alaska 1985 i
% Nonresident

Source: Alaska Department of Labor, Research and Analysis.



FIGIRE 2-7

 OF EMPLOYEES WHO WERE NONRESIDENTS

By Census Area, Alaska 1985 }
% Nonresident

Source: Alaska Department of Labor, Research and Analysis.
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Displacement of Resident Workers

Nonresidents made up 23 percent of Alaska's emplogees in 1985 and earned 12 percent
of all wage and salary income. Some evidence has been compiled which suggests that
on a statewide basis’ for many occupations, there were qualified Alaskans available
for many of the positions taken by nonresident workers in 1985, It is heyond the
capabilities of "the data currently available, however, to definitively estimate the
number of qualified residents available for work in a particular geographic area of
the state at a particular time.

Durin% 1985, the estimated number of unempIoKed Alaskans available for waork never
fell below 20,500 individuals i any given month (Figure 2-9). At the same time, the
%r%boeor of nonresidents employed during any calendar quarter never fell much below

Quarters Number of Nonresidents
of 1985 Working in Alaska
Janyary-March 25,971
April-June 39,120
July-September 49,503
October-December 31,790
d have been working because of

At any g%l\,/en time, however, fewer nonresidents woul _
movenient in_ and out of the |abor market. The number of nonresidents wdrking at an;{
given time is estimated to. be approximately two-thirds of the  total nUmber o
individuals who worked during the quarter., “Consequently, the (estimated) number of
unemplo¥ed residents never fe’ll below 20,500 during anY given month,” while the
(estimated) number of employed nonresidents never fe'll below 17,000 during any ([:1|ven
month. Tables 2-9 and 2-10 and Figures 2-8 and 2-9 illustrate the number and rafe of
all unemployed Alaska workers.

In addition to_ the unemployment insurance data hase, two other sources of information
about the available supply of workers are the Alaska Department of Labor Job Service
applicant data hbase and."a union out-of-work survey conducted by the department on a
monthly basis. Job Service applicants include some of those collecting unemployment
Insurance, new residents (and nonresidents), new entrants to the labor force with no
gob experience and re-entrants to the labor force, The Job Service _w)llcant f|g res
re a pojnt-in-time count of the number of active applicants avajlable for work at
the end of the given month. These figures do not reflect the numher of individual
applicants served by Job Service; however, this information 1is available upon
request. In addition; there are individuals identified as active applicants who
actually may not have heen available for work at the time the statistics were
generated (Table 2-11). . The union out-of-work survey Prowde,s information on the
employment ‘status  of 'union members who do not gengrally register with Job Service
(Table 2-12 and Figure 2-10). x/

V' The union out-of-work survey does not collect social security numbers that
can be compared with other data bases, so it is impossible to know if the
individuals ‘identified as out-of-work worked for some employer during the
relevant time period. In addition, it 1s not possible to determine the number
of out-of-work union members that are not residents of Alaska.
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The following  analysis of displacement of residents by nonresidents is focused on
those occupdtions associated with the construction industry. Estimates were prepared
for the industry because _of the focus of the current Ttesident hire law on public
funded construction. Available data are not sufficient to prepare estimates of other
occupations, Analysis of displacement in other occupations will be more
comprehensively addressed when occupational information provided by employers has
been collected” and analyzed.

Table 2-13  shows  the estimated number of nonresidents employed in selected
construction occupations during each. calendar quarter of 1985 compared with the
number of Alaska residents “experienced in that occupation byt unemploy_ed and
collecting unemployment insurance during. that same quarter.  Although the figures
tend to ‘overstate” the number of nonresidents working and the numbér of residents
available for work at _ang given time, the figures also understate the total number of
Alaska residents availablé for work since ™ many unemployed residents do not qualify
for unemployment insurance.

The data provide a general indicator of the number of Alaskans displaced by
nonresident workers in construction occupations.  Even during the third’ calendar
quarter of 1985 there were several thousand Alaskans receiving unemployment insurance
compensation who may have been qualified to fill the several thousand positions
occu?led bY nonresidents.  Many of ‘the occupations filled by nonresidents are not
highly skifled or technical —oCcupations but  are occupations” that can be filied by
unemployed Alaskans residing in the state.
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AGURE 2-8

ALASKA AVERAGE UNEMPLOYMENT RATE
by Census Area 1985

Rate

Source: Alaska Department of Labor, Research and Analysis.



FIGURE 2-9

NUMBER OF UNEMPLOYED
BY MONTH, ALASKA
JANUARY 1985 - OCTOBER 1986
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TABLE 2-11

§
j

Occupation Title

(Dictionary of Qe Titles)  Jan Feb Mar Apr My  Jun Jul Ag Sep Cct Nov Cec
Motor Vehicle Mechanic 418 456 477 488 464 473 439 433 410 397 156 383
Engine Mechanic 164 169 177 186 181 175 164 172 157 144 152 149
Misc. Machine Repairers 153 171 180 17 159 160 159 158 138 145 147 130
Mechanics, Other 3 4 3 4 4 5 4 1 0 1 1 1
Sheet Metal Workers 45 49 57 58 5 58 54 56 58 49 45 40
Metal Fabrication, Other 3 3 3 2 3 2 3 3 3 2 1 2
Welders & Related Oecup. 24 21 233 227 220 25 22 207 210 21 215 193
Elee. Trans. Install. 6 8 9 10 10 5 5 4 5 6 4
Lighting &Wiring Repair 206 227 255 292 293 305 281 51 220 206 193 1
Elec. Equip. Install 2 2 3 3 2 3 2 4 5 5 5 5
Elec. Fabrication &Repair 57 58 64 72 72 67 62 &4 62 60 58 A
Elec. Occupations, Other 15 14 14 14 14 18 19 18 17 18 17 13
Construction Painters 150 164 181 154 188 187 168 155 144 142 133 128
Plasterers 30 30 28 32 32 3l 30 26 24 2 2 18
Cement, Concrete Finishers 86 9% 105 105 106 100 84 Is 69 60 64 63
Excavating, Grading Occup. 64 66 76 79 80 76 66 62 57 46 47 43
Paving &Related Occup. 920 1000 1,053 1,094 1047 1016 929 843 84 733 73 it
Carpenters 1,065 1,227 1361 1431 1389 1366 1308 1,195 1,058 A 910 870
Brick,Stone &Tile Setter 29 3 37 42 40 37 26 20 17 14 18 il
Pluifcers, Fitters 208 244 264 286 292 2% K0 261 247 216 191 188
Ashestos & Insulation 4 3 5 4 4 5 4 3 3 1 1 1
Floor Laying & Finishing 10 10 13 12 17 13 14 18 14 16 13 1
Glaziers 15 16 16 15 14 15 13 13 13 10 13 2
Roofers 54 68 76 16 70 64 63 53 52 42 57 62
Misc. Construction Occup. 2,279 2,457 2678 2869 2951 2961 269 2470 2291 2316 2,198 2,024
Misc. Structural Workers 248 255 285 277 269 267 281 283 284 276 269

Truck Drivers 666 705 T4 746 725 705 660 608 548 530 496 481
Light Truck Drivers 112 12 143 143 147 151 133 134 137 136 127 108
Other Transp. OccuEi 17 2 22 29 3l 39 41 40 3 28 26 23
Misc. Packaging &Handling 316 21 320 330 355 409 328 21 272 265 25 264
Earth Drilling Occup. 34 35 A 30 29 28 26 27 32 K7 36 37

Total for the
Selected Const Occupations 7,603 8,233 8513 9333 9274 9267 8573 7947 7362 7142 6,632 6,550

All Other Occupations 20,849 21515 22,657 23,868 25149 26,328 23468 22,577 22,356 22,506 22,462 20,717
Total 28452 29,748 31570 33201 34,423 35595 32,041 30524 29,718 29,648 29,094 27,267

Source: Alaska Department of Labor, Research and Analysis



TABLE 2-12

TOTAL UNION MEVEERS REPCRTED QUT CF WIRK
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ALASKA 1985
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THE ECONOMIC IMPACT OF NONRESIDENT WORKERS IN ALASKA
Unemployment Insurance Benefit Recipients

During 1985 Alaska paid  unemployment insurance henefits to 64,939 different
individuals of which 15474 (23.8 percent) were identified asnonresidentsbased upon
a match with the permanent fund dividend data base. A total of $134 million dollars
in benefits were paid; approximately 23.7 percent went to nonresidents (Table 2-14).
Consequently, although nonresidents earned only 12 percent of wages paid in Alaska in
1985, they “received nearly 24 percent of all unemployment insurance benefits paid by
Alaska during 1985.

Benefits _?ld to residents went to in-state addresses more than nine out of ten
times, while over two-thirds of the benefits Pa|d to nonresidents were sent out of
state (Table 2-14).  Evidence such as thjs lends credence to the theory that
nonresidents are less likely to spend their income in Alaska than residents.

In 1985 Alaska sent a hlgher percentage of its re?ular unemployment insurance
benefits out of state (interstate payments)” than any other state 1n the nation.
While the national average was 4.8 percent, Alaska'sent 21.6 percent outof state—
4.5 times the national average (Table 1-3). Near|¥ three quarters of interstate
payments went to nonresidents™ (Table 2-14). Interstate payments during 1985 were
sent primarily to western states.

Aé)gprommately 29.6 percent of all unemployment insurance benefits paid bg Alaska in
1085 went t0 individuals who worked ‘in”construction.  While only 14.2 percent of
those payments were to individuals who received their benefits outside Alaska, this
IS the ~lowest R_ercentage In the last fifteen years (Table 2-15). Most other
industries had a higher percentage of out-of-state payments 'in 1985. For instance,

47.3 percent of payments to food processing workers were sent out of state, as were
34.4 percent of payments to oil and gas extraction workers and 31.3 percent of
payments to [umber and wood products manufacturing workers.

The Multiplier Effect

An employment multiplier of approximately 1.6 ‘is often used when describing the
overall Alaska economy, meaning that for each new "basic" job a total of 1.6 jobS are
created.  Of course “the average earnings. and other characteristics of the "basic"
job means that the multiplier will var% by industry.  Alaska is typmallK described
as having a ‘leaky" —economy in that® most of the goods and mdny of the services
provided in Alaska originated outside of the state ecofomy.  This means that money
speut and respent by Alaskans has less of an impact on Alaska than it would in a morg
fully developed economy found in many other states.  When individuals purchase food
or clothing " in stores™ in Alaska, some of their expenditures go towards the wages of
the employees of those stores, but much of the money goes outside of Alaska.

One factor that now appears to hbe a major consideration when determining the
multiplier effects associated with a new,gob created in our econorw is the residency
of the worker. More specifically, where is the worker spending wages? Generally,
the earnings of individuals create income induced earnings foT otlers as the wages
are spent on housing, food, and clothing. If a dollar goes to a nonresident who
spends little _mone¥ in the state, there are few income-induced effects to measure,
In addition, without state income or other taxes, the wages paid to the nonresident
provide few benefits to the local economy. Governmeént services and unemployment
Insurance benefits are some of the obvious costs.

Compared to residents, nonresident workers work fewer quarters in Alaska, and receive
a much higher percentage_of their Alaska unemployment insurance benefits while
residing in"other states.” These facts make it reasonable to assume that they make a

________________________________________ N



smaller gercentage of their purchases in this state relative to their Alaska
earnd|ggtss. [ This"would translate to a lower multiplier effect for nonresidents than
resi .

Other Economic Impacts

Economic theory suggests that:

1) nonresident employees increase the supply of labor;

2) the increased supply of labor would hold down wages; and

3) depending on product demand and employer responses to their perceived market,
lower wages Could translate into lower costs of goods and services.

There was no practical way to test these economic theories in relation to resident
hire in Alaska.

al See Fairbanks Construction Industry Work Force Study prepared for the
Fairbanks North_Star Borough Community Research Center by The McDowell Group,
June 1986.  This study™ provides information which supports this conclusion
based on the income and ex?endnure patterns of the construction industry work
force in the Fairbanks North Star Borough.



Total
Year Payments
1970 $11,181,797
1971 13,322,115
1972 16,067,079
1973 18,441,312
1974 23,256,083
1975 28,958,974

1976 53,556,313
1977 82,410,327
1978 71,474,619
1979 53,624,676
1980 48,983,806

1981 67,262,706
1982 76,574,901
1983 85,391,871

1984 91,818,456
1985 118,447,782

TABLE 2-14

SRS RS
f Paymers

Anirt 0
%ﬁ?{ Resiclents ~ Nonresicents Total
Mass RN SRR Bl
TOA $102562904 31941277 $134504.271
0 Percent of Payments

Residents  Nonresidents Total
et B 18 iz
TOA 76.3 23.7 100.0

Source:  Alaska Department of Labor, Research and Analysis

TARE 2-15

REGLAR UINEVLOMVENT INSLRANCE BENEHT PAYMENTS
TO AL WRES AD TO CONSTRLCTION WIRERS

ALKA 1970-1935

Total Intrastate Interstate
Construction Payments Construction Payments Construction Payments
Xof Total Xof Total ) %of
Amount Total Payments Amount Total Payments Amoint Total
$4,375,929 39.1 $10,708,194 $4,290,306 40.1 $473,603 $85,623 181
4,921,971 36.9 12,533,228 4,788,340 38.2 788,887 133,631 16.9
6,006,478 374 12,662,421 5,157,512 40.7 3,404,658 848,966 24.9

6,752,205 36.6 14,163,575 5,590,444 395 4,277,737 1,161,761 27.2

7,541,606 324 17,717,471 6,193,842 350 5,538,612 1,347,764 24.3

9,492,530 32.8 19,630,928 6,670,313 340 9,328,046 2,822,217 30.3
24,408,500 45.6 33,788,115 14,729,321 43.6 19,768,198 9,679,179 49.0
47,338,465 57.4 46,950,583 25,451,510 54.2 35,459,744 21,886,955 61.7
32,869,159 46.0 49,061,941 22,280,693 454 22,412,678 10,588,466 47.2
16,733,742 312 39,585,898 13,113,636 331 14,038,778 3,620,106 25.8
11,949,257 244 37,299,401 9,971,666 26.7 11,684,405 1,977,591 16.9
15,190,255 22.6 52,340,435 13,027,762 249 14,922,271 2,162,493 145
18,311,892 23.9 59,787,390 15,410,958 258 16,787,511 2,900,934 17.3
25,143,584 294 64,574,011 20,376,987 316 20,817,860 4,766,597 22.9
31,535,037 34.3 69,624,286 24,850,295 35.7 22,194,170 6,684,742 30.1
35,001,367 296 93,159,832 31,408,045 33.7 25,287,950 3,593,322 14.2

Source: Alaska Department of Labor, Research &Analysis
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CHAPTER 3.  NONRESIDENT WORKERS IN ALASKA, CHANGES FROM 1984 TO 1985

This chapter compares 1984 and 1985 nonresident employee and wage data by industry,
area, and occupation. The data are strikingly similar.

Resident and Nonresident Employees and Earnings

Although the number of nonresident workers jncreased by over 6,000 from 1984 to 1985,
nonresidents constituted the same proportion of total employees during both ¥ea,rs
523%, Table 3-2)l and almost the same proportion of total wages (13% in 1984, 1% in
1985, Table 3-1).  In addition, nonresident emplo1yees and “earnings showed an almost
identical short-term/seasonal trend in both years (Tables 3-1 and 3-2).

Resident and Nonresident Employees and Earnings By Industry

The industries with the highest total wages paid to nonresidents changed little from
1984 to 1985. The top, eleven industries in 1984 were still the top eléven industries
in 1985, although their rank changed somewhat. Oi] and gas, construction, and food
Processm?_ (of “which 94 percent 0f the firms are in seafood processing) continued to
ead the Tist (Table 3-5).

The industries with the highest number of nonresident employees also changed [ittle
from 1984 to 1985. The top ten industries in 1984 remained the top ten industries. in
1985, and their ranks chan%;ed very little.  Food processing, eat_m? and drinking
places, and construction (all types combined) continued to lead the list (Table 3-7).

More_chang{es occurred in the percentage tables (Table 3-6 and  3-8) because many of
the industries had such a small employment base that even relatively small changes in
nonresident W&%ES or nonresident employees resulted in S|ﬁn|f|_cant percentages
changes. Nevertheless, eight of the ten industries which paid the highest percentage
of wages to nonresidents in 1984 were also in the top ten in 1985.  Those Iindustries
were “food processing, ncnclassifiable, heavy construction, miscellaneoys repair,
metal mining, fishing/nunting/trapping, nonraetal/nonfuel mining, and logging (Table
-6). . Seven of ‘the ten” industries ~which employed  the “highest percentage of
nonresjdent employees in 1984 were still in the top tén in 1985." Those industries
were  food p_rocessmg,_ nonclassifiable, metal mining, logging,  fishing/hunting/
trapping, eating and arinking places, and nonmetal/nonfuel mining™(Table 3-8).

Only two industries appeared on all four tahles; food processin(t;, and heavy
conistruction,  However, while food processing maintained its rank relative to other
industries, heavy construction dropped significantly from 1984 to 1985,

Resident and Nonresident Employees and Earnings By Geographic Zone

The perce_nta(r}e of wages paid to nonresidents and employees who were nonresidents also
changed littfe for most areas of the state from 1984°to 1985. Most regions did not
change more than gne percent either way for the percent of wages paid to nonresidents
or two percent either way for the percenta%e of nonresident employees. Even most
census areas did not changé more than one percent either way for the percent of wages
paid to nonresidents or “three percent either way for the percentage of nonresidént
employees (Table 3-10).



The most si%nifica,nt change for any geographic area of the state was in the Haines
Borough, onresident employees Incfeased from 179 in 1984 to 393 in 1985,
Nonresident waqes Increased from  $1,6 million in 1984 to $2.9 million in 1985, Th
[l)ercent of employees who_ were nonresidents increased from_  16.9 percent in 1984 t
1.9 percent 'in"1985. The percent of wages paid to nonresidents increased from 1
percent In 1984 to 32.2 percent in 1985 ~ The change was primarily due to a lar
Increase in the number of seasonal nonresident™ food processing workers.
percenta%e changes, however, were compounded by a small decrease in the number of
residentS employed in several industries.
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Workers Unemployed in Alaska

From 1984 to 1985 Alaska's annual average unemployment rate declined from 10.1
percent to 9.5 percent.  While most regions™ and census are;.s also saw a moderate
Improvement  (unemployment  rate decline) . of .5 to 15 percent, thelargest
|mPr0\_/ements came in the Southeast Region (2.3 percent), particularly “in the
Ketchikan Gateway Borough ?5.0 percent) and the WranquI-Petersburg,Census rea (4.7
percent). The only areal of the state where the unemployment rate " increased in
were the Anchora%e-MatSu Region (.1 percentg, the MatSu Borough (1.4percent), and
the North Slope Borough (2.6 “percent) (Table 3-12).

Selected Construction Occupations: Employed Nonresidents. Unemployed Residents

From 1984 to 1985 the number of individuals working in construction decreased by 16
[l)ercent. Nevertheless, the Percentage of nonresident employees increased slightly in
985. Table 3-13 contrasts the estimated number of nonrgsidents employed in selected
construction occupations with the  number of experienced residents available jn 1984
and 1985. In almost every occupation the number of available residents significantly
outnumbers the number of” nonresidents employed.  From 1984 to 1985 the number of
available residents increased while the ‘number of nonresident workers generally
decreased. ~ The quarterly totals show fewer nonresidents working and increased
numbers of unemployed resjdents. In essence, as the construction industry declines,
mcreasm% numbers”of resident workers become available to fill the decreasing number
of slots held by nonresidents.
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TABLE 3-10
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