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PREFACE

In Hay I486, 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 resident 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, ider a special appropriation from the Legislature, the Department of 
Labor analyi d 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, updates 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 rhe United
States.

Chapter 2 provides 1985 data about resident and nonresident employment and
unemployment in nlaska. 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 deter lining which geographic zones qualify for
preference under current law. ihis 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 tn 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 m  this report and to check the Glossary for 
specific definitions of terms used in this report.



HighIights of the Data

-In 1S85. $69; million were paid to 77.000 nonresident workers in Alaska. This 
represents an increase of $14 million and 6,000 employees over 1984. ' The 
percentages, however, remained constant from 1984 to 1185 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 482 in 1984). Nonresidents 
did not spend as much Lame 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 94Z of the firms are in seafood processing) 
had the highest number of nonresident employees (13,612), the highest percent of 
wages paid to nonresidents (552), and the highest percentage of nonresident employees 
(682). The oil and gas industry paid the highest amount of wages to nonresidents 
($106 mill.on), although the construction industry as a whole paid more ($149 
million). Of all the wages paid r.c nonresidents in Alaska m  1985. over 21 percent 
went to nonresidents who worked in construction (building construction, heavy 
construction, or special trades construction) and over 15 percent went to 
nonresidents who worked in oil and g3s. See page 23.

- The Anchorage-MatSu Region had the lowest percentage of nonresident wages and 
employees (502 and 212 respectively); the Southwest Region had the highest (242 and 
18%). 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 (72 and 122 respectively); while the Aleutian Islands 
had the highest (412 and 612) with the Bristol Bay Bouuigh close behind < 19? and 
592). See page 23.

-In 1986. the number of unemployed never fell below 20,600 individuals in any month 
‘19.000 m  1984). The numbe. of employed nonresidents was always greater than 17.000 
individuals tn any month iIs,000 in 1984*. See page J).

-Alaska has unique economic conditions compared to :<ther statps. In 1985, Alaska had 
rhe fifth highest overall unemployment late in the nation, the third highest for all 
nonagncultural industries, the highest in manufacturing and government, and rhe 
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 unempluymenf 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-tour percent or those 
interstate payments went to nonresidents. See pages 15 and 41.
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-Alaska paid almost 332 million in unempInvmem insurance benefits t.. nonresidents in 
1985, of which over $21 million was paid out of slate. This represents a significant 
increase over 1984 in which Alaska paid nonresidents $20 million in unemplovment
insurance benefits, including $17 million in out of state payments. See page 41.

Resident Hire Preference Determinations

In 1986, the Fourteenth Alaska Legislature passed a resident hire statu*-0 which is 
complex and substantially different from previous versions. The legislature
emphasized the need to pass a law which 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 
anv determinations can be made, regulations must be approved and data compiled. As 
of early January 1987. regulations have bp°n 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 supplv and demand are not currently available m  
enough detail to demonstrate that nonresident workers have displaced qualified, 
available resident workers in specific occupations in specific areas ot 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 Januarv 1988. Data about the social and economic 
impact of unemplovment are available through a variety of sources which will he 
analyzed in depth during 1987.

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

Reasons Emptoyers Hire Nonresidents

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

Thirty-five percent of employers contact, d 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.

Promo ting Resident Hire

Employers commonly promote the hiring of residents by having a company resident hire 
policv; advertising openings locally; or using local unions, Jnb Service offices, 
local private employment agencies or universities to find workers.



Kmployers 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 'V> percent of employers who responded to the vocational education survey 
said they would prefer to hire Alaskans. Nearly 78 percent of survey respondents 
indicated that they would be willing to hire an underqualified Alaskan if the Alaskan 
could be trained.

The 19Hb Alaska Hire Task Force Report presented 3b 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 ’-o adjust 
laws, regulations, administrative procedures, and programs to comprehensively 
encourage higher levels of residen-. employment throughout Alaska.

For additional information see chapter 5. beginning on page 82.

i
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March 6, 1987

The Honorable Caspar W. Weinberger 
Secretary of Defense 
The Pentagon 
Washington, D.C. 20301

Dear Mr. Secretary:

The 1986 Defense Appropriations Act passed by Congress 
requires contractors performing work on projects covered by 
the Act to hire individuals who are residents of our state" 
should they possess or would be able to acquire promptly the 
necessary skills to perform the contract. The specific 
language of the law is cited below:

" . . .  every contract awarded during FY 1986 
calling for construction or services to be 
performed in whole or in part within the State 
of Alaska or the State of Hawaii shall include 
a provision requiring the contractor to 
employ, for the purpose of performing that 
portion of the contract work within the 
particular state, individuals who are resi­
dents of that state, and who, in the case of 
any craft or trade, possess or would be able 
to acquire promptly the necessary skills to 
perform the contract."

Section 8078 of the Act also states that this employment 
preference for residents of Alaska and Hawaii shall not 
apply when the state's unemployment rate is not in excess of 
the national average rate of unemployment as determined by 
the Secretary of Labor.

The State of Alaska has been informed that this employment 
preference is still applicable in FY 1987 and that, due to 
Alaska's and Hawaii's severe unemployment problems, may be 
extended into FY 1988. It is the State of Alaska's desire 
to enter into a federal/state cooperative agreement with the 
Department of Defense granting the state the authority to



The Honorable -2- March 6, 1987
Caspar W. Weinberger

enforce this important preference of employment for resi­
dents of our state. The State of Alaska has the experience 
in the area of employment preference programs and, addition­
ally, has a highly trained workforce available to assist all 
branches of the military services in the construction and 
servicing cf their facilities in Alaska.

Your assistance in helping to arrange a meeting between 
appropriate Department of Defense personnel and representa­
tives of my office to explore the possibilities of such a 
cooperative federal and state effort would be sincerely 
appreciated.

cc: John Katz, Special Counsel
State/Federal Relations 
Office of the Governor 
Washirgton, D.C.
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March 6, 1987

Mr. John Katz, Special Counsel 
State/Feaeral Relations 
444 North Capitol, N.W.
Suite 518
Washington, D.C. 20001-1512 

Dear John:

The enclosed letters to the Secretary of Defense and our 
Congressional Delegation are self-explanatory.

I would like your office to work with Commissioner of Labor 
Jim Sampson and with the appropriate people in Washington, 
D.C., to see if the state can assume enforcement of this 
employment preference for our resident workers in time for 
this year's construction season. The state would like to 
enter into an agreement with the Department of Defense 
instead of each individual branch of military service so 
that the enforcement of this important federal legislation 
is consistent.

Additionally, efforts need to be pursued to ensure that 
adequate federal funding be obtained for the State of Alaska 
to implement the program.

Should you have any questions on this matter, please contact 
Jim Sampson, Commissioner of Labor, at (907) 465-2700.

Enclosures

cc: Jim Sampson
Commissioner of Labor 
State of Alaska
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March 6, 1987

The Honorable Donald E. Young 
House of Representatives 
2331 Rayburn House Office Building 
Washington, D.C. 20515

Dear Don:

Enclosed is a letter recently sent to Secretary of Defense 
Caspar Weinberger inquiring into the possibility of the 
State of Alaska assuming enforcement responsibilities for 
the hiring of residents on military construction projects in 
Alaska.

I have been informed by Commissioner of Labor Jim Sampson 
that your office may be willing to assist the State of 
Alaska in pursuing such a federal/state cooperative agree­
ment and that an appropriation from Congress to help offset 
the costs associated with such a program would be supported.

Federal spending for military construction projects is very 
important to the economic well-being of Alaska and is 
equally important to our country's national defense.

Currently, our Alaskan workers skilled and trained in the 
building and construction trades are suffering high 
unemployment. Any assistance your office can render to 
ensure that these qualified residents are employed on 
projects covered by this federal legislation would be 
sincerely appreciated.

Enclosure

cc: John Katz, Special Counsel
State/Federal Relations 
Office of the Governor 
Washington, D.C.
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March 6, 1987

The Honorable Frank Murkowski 
United States Senate 
720 Hart Building 
Washington, D.C. 20510

Dear Frank:

Enclosed is a letter recently sent to Secretary of Defense 
Caspar T'Vinberger inquiring into the possibility of the 
State c \laska assuming enforcement responsibilities for 
the hiring of residents on military construction projects in 
Alaska.

I have been informed by Commissioner of Labor Jim Sampson 
that your office may be willing to assist the State of 
Alaska in pursuing such a federal/state cooperative agree­
ment and that an appropriation from Congress to help offset 
the costs associated with such a program would be supported.

Federal spending for military construction projects is very 
im) jrtant to the economic well-being of Alaska and is 
equally important to our country's national defense.

Currently, our Alaskan workers skilled and trained in the 
building and construction trades are suffering high 
unemployment. Any assistance your office can render to 
ensure that these qualified residents are employed on 
projects covered by this federal legislation would be 
sincerely appreciated.

Governor

Enclosure

cc: John Katz, Special Counsel
State/Federal Relations 
Office of the Governor 
Washington, D.C.
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March 6, 1987

The Honorable Ted Stevens 
United States Senate 
522 Hart Building 
Washington, D.C. 20510

Dear Ted:

Enclosed is a letter recently sent to Secretary of Defense 
Caspar Weinberger inquiring into the possibility of the 
State of Alaska assuming enforcement responsibilities for 
the hiring of residents on military construction projects in 
Alaska.

I have been informed by Commissioner of Labor Jim Sampson 
that your office may be v/illing to assist the State of 
Alaska in pursuing such a federal/state cooperative agree­
ment and that an appropriation from Congress to help offset 
the costs associated with such a program would be supported.

Federal spending for military construction projects is very 
important to the economic well-being of Alaska and is 
equally important to our country's national defense.

Currently, our Alaskan workers skilled and trained in the 
building and construction trades are suffering high 
unemployment. Any assistance your office can render to 
ensure that these qualified residents are employed on 
projects covered by this federal legislation would be 
sincerely appreciated.

Enclosure

cc: John Katz, Special Counsel
State/Federal Relations 
Office of the Governor 
Washington, D.C.



THE OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE

W A S H I N G T O N .  D . C .  2 0 3 0 1 - 0 0 0 0

2 S JAM 1985
a c q u i s i t i o n  a n d

L O G I S T I C S
In reply refer to: 
DAR Case 86-3DASD(P)DARS

<\\b

SUBJECT: Section 8078, 1986 Defense Appropriations Act - Restrictions on
the Employment of Personnel for Work on Construction/Service 
Contracts in Alaska and Hawaii

The attached Departmental Implementation Letter was issued by the 
Military Departments and by this office to the Defense Agencies under our 
cognizance.

. OTTO J. GUENTHER, COL, USA
Director 

‘ Defense Acquisition 
Regulatory Council

Attachment



THE OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE.

W A S H I N G T O N .  D . C .  2 0 3 0 1 - 8 0 0 0

2 9 JAN 1986
a c q u i s i t i o n  a n d

L O G I S T I C S In reply refer to 
DAR Case 86-3DASD(P)DARS

MEMORANDUM FOR THE DIRECTOR, NATIONAL SECURITY AGENCY
THE DIRECTOR, DEFENSE COMMUNICATIONS AGENCY 
THE DIRECTOR, DEFENSE INTELLIGENCE AGENCY 
THE DIRECTOR, DEFENSE NUCLEAR AGENCY 
THE DIRECTOR, DEFENSE MAPPING AGENCY

SUBJECT: Section 8078, 1936 Defense Appropriations Act - Restrictions on
the Employment of Personnel for Work on Construction/Service 
Contracts

On 24 January 1585, the DAR Council approved the attached new 
Subpart 22.72 of the DFARS for publication in the Federal Register a3 an 
interim rule and for immediate Departmental implementation. This action 
is necessary because Section 8078 of the FY 1986 Defense Appropriations 
Act, enacted on 23‘ December 1985, requires that whenever the unemployment 
rate in Alaska or Hawaii exceeds the national average as determined by 
the Secretary of Labor, service and construction contracts awarded in FY 
1986 and calling for performance in whole or in part within those states 
must contain a restriction on who can be employed to perform work on that 
contract. This requirement is implemented by a new clause at DFARS 52- 
222-7902. Contracting officers shall include the clause in all new 
solicitations, as well as modify existing solicitations to incorporate 
the clause when to do so will not unduly delay the procurement. For 
contracts already awarded in FI 1986, contracting officers should attempt 
to modify them to include the clause on a no cost basi3, provided the 
Government's interests are adequately protected.

This Departmental is effective immediately.

OTTO J. GUENTHER, COL, USA
Director
Defense Acquisition 
Regulatory Council

Attachments
DFARS 22.72 and 52.222-7002



Add a new Subpart 22.72 aa follows;

SUBPAST 22.72— SECTION 8078, 1986 DEFENSE APPROPRIATIONS ACT - 
RESTRICTIONS ON THE EMPLOYMENT OF PERSONNEL FOR 
WORK ON CONSTRUCTION/SERVICE CONTRACTS IN ALASKA 
AND HAWAII

22.7200 Policy.
(a) Except as provided in (b) and (c) below, Section £073 of the 

1986 Defense Appropriations Act requires that notwithstanding any other 
provision of law, every contract awarded during FY 1986 calling for 
construction or services to be performed in whole or in part within the 
State of Alaska or the State of Hawaii shall include a provision 
requiring the contractor to employ, for the purpose of performing that 
portion of the contract work within the particular state, individuals who 
are residents of that state, and who, in the case of any craft or trade, 
possess or would be able to acquire promptly the necessary skills to 
perform the contract.

(b) This section shall not apply at any time during FY 1986 when 
the unemployment rate in Alaska is not in excess of-the national average 
rate of unemployment as determined by the Secretary of Labor.

(c) This section shall not apply to contracts to be performed in 
whole or in part within the State of Hawaii unless in FY 1986 the 
unemployment rate in Hawaii is in e*:cess of the national average rate of 
unemployment as determined by the Secretary of Labor.

22.7201 Waivers. This section may be waived by the Secretary of 
Defense, the Deputy Secretary of Defense, the Assistant Secretary of 
Defense for Acquisition and Logistics, and any Secretary, Underse.retary, 
or Assistant Secretary of the Army, Navy, and Air Force, in the Interest 
of national security. Requests for waiver shall be processed in 
accordance with Departmental or agency procedures.

*•, *
22.7202 Contract Clause. The contracting officef shall insert the 
clause at 52.222-7002, Restrictions on Employment of Personnel, in all 
solicitations and contracts in accordance with 22.7200.



Add a new clause as follows:

52.222-7002 Restrictions on Employment of Personnel. As prescribed in 
22.7202, insert, the following clause.

RESTRICTIONS ON EMPLOYMENT OF PERSONNEL (JAN 1986)
(a) The Contractor shall employ, for the purposes of performing 

that portion of the contract work in the State- of (insert appropriate 
state), individuals who are residents of the state, and who, in the case 
of any craft or trade, possess or would be able to acquire promptly the 
necessary skills to perform the contract.

(b) The Contractrr agrees to insert the substance of this clause, 
including this paragraph (b), Jn each subcontract.

(End of clause)



Acquisition Regulation Supplement 

Restrictions on Employment of Personnel 

AGENCY: Department of Defense (DoD)

ACTION: Interim rule and request for comments.

SUMMARY: The Defense Acquisition Regulatory Council has issued a change

to the coverage in the DoD FAR Supplement regarding Restrictions on 

Employment of Tersonnel in DoD contracts. The purpose of the change is 

to implement Section 8078 of the Fiscal Year 1 ?c5 Defense Appropriations 

Act.

DATES: Effective January 28, -1985. Comments cr. the change must be

submitted in writing to the Executive Secretary, DAR Council, at the

address shown below, on or before (30 days froc publication), to be

considered in the formulation of the final rule. Please cite DAR Case
n

86-3 in all correspondence related to this issue.

ADDRESS: Interested parties should submit writnen comments to: Defense

Acquisition Regulatory Council, ATTfJ: Mr. Charles W. Lloyd, Executive 

Secretary, DASD(P)DARS, c/o 0ASD(A&L), Room 38791, The Pentagon, 

Washington, DC 20301-3062.

FOR FURTHER INFORMATION CONTACT: Mu’. Charles W. Lloyd, Executive

Secretary, DAR Council, telephone (202)697-7268.



The DoD FAR Supplement is codified in Chapter 2, Title 48 of the 

Code of Federal Regulations.

The October 1, 1985 revision of the CFR is the most recent edition 

of that title. It reflects amendments to the 198̂ 4 edition of the DoD FAR 

Supplement made by Defense Acquisition Circulars 34-1 through 34-10.

Interested parties may submit proposed revisions to th:'.3 Supplement 

directly to the DAR Council.

3. Interim Changes to 48 CFR Parts 222 and 252.

Section 8078 of the FY 1986 Defense Appropriations Act, enacted on 

December 23, 1985, requires that whenever the unemployment rate in Alaska 

or Hawaii exceeds the national average a3 determined by the Secretary of 

Labor, service and construction contracts awarded in FY 1986 and calling 

for performance in whole or in part within those states must contain a 

restriction on who can be employed to perform work on that contract.

C. Determination to Issue an Interim Rule. %

A determination has been made under the authority of the Secretary 

of Defense that the regulation in DoD.FAR Supplement Parts 222 and 252 

must be issued as an interim rule in compliance with Section 22 of the 

Office of Federal Procurement Policy Act, as amended, in order to put in 

place, as soon as possible, the requirements of Section 8078 of the rY 

1936 DoD Appropriations Act.

D. Regulatory Flexibility Act.

This change does nothing more than implement Section 8078 of the
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FY 1986 DoD Appropriations Act. If this change-iiipaots'cn' small

entities, it will impact only those small entities that have been 

awarded, in FY 1986, construction and services contracts calling for 

performance in whole or in part within the States of Alaska or Hawaii and 

then only if the unemployment rate for those states exceeds the national 

average. The number of small entities that meet this condition are 

considered to be insignificant in relation to the total number of small 

entities that do business with the Department of Defense. Therefore, the 

Department of Defense certifies that the change will not have a 

significant impact on a substantial number of small e.ncities under the

Regulatory Flexibility Act (5 U .S .C .  6Cl et sea.).

S. Paperwork Reduction Act Information.

The interim rule does not contain information collection 

requirements which require the approval of CM3 under 44 U.S.C. 3501 et 

seq.

Li3t of Subjects in 48 CFR Parts 222 and 252

/7 ,
Government procur

CHARLES Wo LLOYD 
Executive Secretary 
Defense Acquisition 
Regulatory Council

Adoption of Amendments
4

Therefore, the DoD FAR Supplement contained in 48 CFR Parts 222 and 

252 is amended a3 set forth below:

3
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Colonel Otto J. Guenther, USA 
Defense Acquisition Regulatory Council 
Office of the Assistant Secretary of Defense,

Aquisition and Logistics 
Washington, D.C. 20301-8000

Dear Colonel Guenther:

Several engineering and construction contractors bidding on 
a Navy project in Alaska recently contacted me to seek an 
interpretation of law and regulation dealing v;_th restrictions on 
the employment of personnel for work on Construction/Service 
Contracts in Alaska and Hawaii (DAR Case 86-0C3).

While all the bidders knew that they were required to hire 
Alaska resident labor to fill construction trades positions, they 
were not sure whether they were required to fill positions on the 
project staff with resident labor as well.

I believe the legislative intent is clear. Workers 
employed by defense contractors or their subcontractors who 
perforin work in Alaska, regardless of the nature of their duties, 
should be Alaska residents to the greatest extent possible. I 
also believe the DoD policy is clear on that point, as it tracks 
the language of the amendment rlmost precisely:

"Every contract... calling for construction or services to 
be performed in whr e or in part within the State of 
Alaska... shall ini. .ude a provision requiring the 
contractor to employ, for the purpose of performing that 
portion of the contract work within the particular state, 
individuals who are residents of that state, and who, in 
the case of any craft or trade, possess or would be able 
to acquire promptly the necessary skills to perform the 
contract." (DEARS Subpart 22.72, emphasis added)

I believe the DoD language makes it clear that on-site 
engineers, office personnel, and other project staff needed to 
perform that portion of the work in Alaska should be Alaska . 
residents to the greatest extent possible, and I have made that 
interpretation known to the bidders in this particular project.



Colonel Otto J. Guenther, USA 
January 28, 1987 
Page 2

I would appreciate your confirmation of my interpretation, 
and notification of the same to the appropriate contracting 
authorities in order that any confusion in the future can be 
avoided. My staff contact on this natter is David C-arman, who 
can be reached at (202) 224-6665.

Sincerely.

Frank H. Murkowski 
United States Senasor



Mr. Gil Florence 
A-105
Environmental Protection Agency 
401 M Street, .S. W.
Washington, D. C. 20460 X.
38 2-4566 ! 'i
Mr. Tom Jones 
Labor Advisor 
Logistics Service 
Federal Aviation Administration 
300 Independence Avenue, S. W. 
Washington, D. C. 20591 
426-2667

Mr. Justin L. Logsdon 
Assistant to the Secretary 

for Labor Relations 
Department of Housing and 

Urban Development 
Office of Labor Relations 
451 - 7th Street, S. W. 
Washinaton, D. C. 20410 
755-5370

Mr, Allen Harding 
Director of Industrial Relations 
National Aeronautics and Space 

Administration 
600 Independence Avenue, S. W. 
Washington, D. C. 20546 
453-2882

Mr. William Oehrl 
Contract Labor Relations Advisor 
Naval Facilities Engineering 

Command 
Department of the Navy 
200 Stovall Street 
Alexandria, Virginia 22332 
325-9230

Mr. Richard Hedges 
Contract Labor Relations Advisor 
Offic : of the Assistant 

Secretary of the Navy 
200 Stovall Street 
Alexandria, Virginia 22332 
692-8657

Mr. Doyle Williams
Special Assistant for Labor : ffairs 
Directorate, Contracting & 
Manufacturing Policy 

Department of the Air Force 
Washington, D. C. 20330-5040 
697-1879

Mr. Louis A. Cornet 
Assistant for Labor Relations 

. Office cf the Chief of Engineers 
U.S. Army Corps of Engineers \ 20 Massachusetts Avenue, N. W. 

'Washington, D. C. .20314 
272-0037

24aj. Stave Lundberg 
N, Labor Advisor, CASA (RDA)
; Department of the Army 
■ Office of the Assistant Secretary 
Washington, D. C. 20310 
695-4363

24r. Morris L. Myers 
Director, Office of Industrial 

Relations 
Department of Energy 
1000 Independence Avenue, S. W. 
Washington, D. C: 20535
252-9003

Mr. Lyle Brown 
Contractor Labor Relations 
Specialist
Department of Energy 
1000 Independence Avenue, S. W. 
Washington, D. C. 20585 
252-9019

Ms. Juanita Smith 
Director, Employee Relations Div. 
Department oi Energy 
1000 Independence Avenue, S. W. 
Washington, D. C. 20585 
252-9019

Mr. Gordon Gilson 
Deputy Director of Industrial 
Relations 

National Aeronautics and Space 
Administration 
600 Independence Avenue, 5. W. 
Washington, D. C. 20546 
453-2882

‘.I
I



THE FOLLOWING DOCUflENT(S) MAY NOT FILM 

LEG IB LY  BECAUSE OF POOR QUAL I TY  OF THE 

ORIGINAL.



FY 1 9 8 0  M I L ITA RY  CONSTRUCTION TOTAL CBL I  GAT IONAL AUTHORITY AS REQUESTED
A C T I V E .  G U A R D  AN D  R E S E R V E  F O R C E S  

I N S I D E  T H E  U N I T E D  S T A T E S  
< 5  T H O U S A N D S )

S T A T E / C G M P . / I N S T A L L A T I O N
......................................................................P R O J E C T  N A M E .....................................
A L A B A M A

A I R  F O R C E  ' I S E R V E  
M A X W E L L  A F 3  

R E S E R V E  F O R C E S  O P E R A T I O N A L  T R A I N I N G  
M A X W E L L  A F 3

* * *  F A M I L Y  H O U S I N G * * *

A RM Y
F O R T  R U C K E R  

N EW  C O N S T R U C T I O N  ( 7 )
F O R T  R U C K E R

F A M I L Y  H O U S I N G

* * A L A B A M A
A U T H O R I Z E D  I N  P R I O R  Y E A R  
F A M I L Y  H O U S I N G

D A T A  A S  O F  0 3  J A N  1 9 8 7  

P R O J  C O S T  T O T A L

1 , 9 9 0
1 , S 9 0

ciio:

ciioi

0 3 , 5 9 2  
( 1 , SCO) 
ciio:

A L A S K A

/ F O R T  G R E E L Y  
/  T E S T  S U P P O R T  C O M P L E X  

F O R T  G R E E L Y

■'ft J M W A I N W R I G H T  
^  B A R R A C K S  M O D E R N I Z A T I O N  
-  3 A T T A L I O N  H E A D Q U A R T E R S  
-■ C O M M U N I C A T I O N S  F A C I L I T Y  
'  D I N I N G  F A C I L I T Y  
^  F L I G H T  S I M U L A T O R  B U I L D I N G  
/ M A I N T E N A N C E  C O M P L E X  

‘ ' ' M I L I T A R Y  C L O T H I N G  S A L E S  S T O R E  
F T  J  M W A I N W R I G H T

-  „ . L S i N A V Y
/ N A V A L  A I R  S T A T I O N  A O A K

B A C H E L O R  E N L I S T E D  Q U A R T E R S  A O D I T I C N  
R A D A R  S U P P O R T  F A C I L I T I E S  ( P H A S E  I ! )

N A V A L  A I R  S T A T I O N  A D A K

N A V A L  H O S P I T A L  B R A N C H  A D A K  
E M E R G E N C Y  V E H I C L E  G A R A G E  

N A V A L  H O S P I T A L  B R A N C H  A D A K

N A V A L  S E C U R I T Y  G R O U P  A C T I V I T Y  A O A K  
T R A N S P O R T A T I O N  B U I L D I N G  

N A V A L  S E C U R I T Y  G R O U P  A C T I V I T Y  A O A K

A I R  F O R C E  
C L E A R

S O L I D  S T A T S  UN  I N T E R R U P T  P O W E R  2 P T  
C L E A R

E I E L S O N  A F 3  
A I R C R A F T  M A I N T E N A N C E  C O M P L E X  
0  I N 1 MG H A L L  

E I E L S O N  A F B

c L M E N D O R F  A F B  
■VLTER U N A C C O M P  E N L I S T E D  P E R S O N N E L  H O U S I N G  
T E L E C O M M U N I C A T I O N S  F A C I L I T Y  

E L M E N D O R F  A F B

5 ,  4 0 0

1 5 , COO 
2. 2C0
2, 230  
4, COO
3, 330  

4 2 , CCO
870

1 2 , COO 
8*1, 2CC

7C3

2, 3oC

4, COO

4, 700
5 ,  4 5 3

9,  700
4, 300

c 3 , 970 
7 3 , 3 7 0

7 5 , SCO

7C0

2, 56C 
7 9 , 7 5 0

4,  CCO

1 0 , 155

11.CCO



FY 1 9 8 8  M I L ITA RY  CONSTRUCTION TOTAL OBL I  GAT IONAL AUTHORITY AS REQUESTED
A C T I V E ,  G U A R D  AN D  R E S E R V E  F O R C E S  

I N S I D E  T H E  U N I T E D  S T A T E S  
( S  T H O U S A N D S )

S T A T E / . C O M P .  /  I N S T A L L A T I O N
...................................................................... P R O J E C T  N A M E .......................................................
A L A S K A

A I R  F O R C E
K I N G  S A L M O N  A F B  

C O M M U N I C A T I O N S  F A C I L I T Y  
K I N G  S A L M O N  A F B

S H E M Y A  A F B
A C D - A L T E R  M E C H A N I C A L / E L E C T R I C A L  S U P P L Y  S Y S  
A I R C R A F T  M A I N T E N A N C E  H A N G A R  
F I R E  P R O T L C T I  ON  S Y S T E M S
U N A C C O M P A N I E D  E N L I S T E D  P E R S O N N E L  H O U S I N G  

S H E M Y A  A F B

D A T A  A S  O F  0 3  

P R O J  C O S T

0 ,  3 5 0

2 ,  4 0 C  
13,00= 
1, 030 
18,900

V A R I O U S  L O C A T I O N S - A L A S K A  
A L A S K A N  O T H - B  R E A L  E S T A T E  A CQ  S Y S T E M  
A L A S K A N  O T H - 3  T E C H  S U P P O R T  F A C I L I T I E S  

V A R I O U S  L O C A T I O N S - A L A S K A

5, 300 
1 0 , COO

D E F E N S E  M E D I C A L  S U P P O R T  A C T I V I T Y  
F O R T  W A I N W R I G H T  

T R C C P  M E D I C A L  8  D E N T A L  C L I N I C  
F O R T  W A I N W R I G H T

“ • A R M Y  N A T I O N A L  G U A R D  
E L I

S C O U T  A R M O R Y  . 
E L I

2 4 6

J U N E A U
A RM Y  A V I A T I O N  O P E R A T I N G  F A C I L I T Y  
3 0 A T  D O C K  

J U N E A U

3 ,  3 2 2  
2 5 5

NOME
A R M Y  A V I A T I O N  O P E R A T I N G  F A C I L I T Y  

NOME
4 ,  1 5 2

N U N A P 1 T C H J K  
S C O U T  A R M O R Y  

N U N A P I T C H U K
2 4 6

T C G I A K  
S C O U T  A R M O K Y  

T O G  I A K
2 4 6

■aSgARM Y NAT 1 HNAI niLAEd-

A I R  N A T I O N A L  G U A R D  
E I E L S O N  A F B  

C O M P O S I T E  M A I  N T  A N D  S I T E  P R E P  C O M P L E X  
E I E L S O N  A F B

15,400

K U L I S  A N 0 3  
A L T E R  H A N G A R / A E R I A L  P O R T  

K U L I S  A N G 3
930

“ * *  A I  R  N A T I O N A L  G U A R D

* * *  F  AM I L Y  H O U S I N G * * *

A RM Y
F C R T  W A I N W R I G H T  

NEW  C O N S T R U C T I O N  ( 1 3 0 )  
F C R T  W A I N W R I G H T  

F A M I L Y  H O U S I N G

C 2 9 , C O O )

1 * ALASKA

F A M I L Y  H O U S I N G

S T A T E -  1 3 3

J A N  1 9 8 7

T O T A L

3 ,  3 5 0

3 3 . 3 3 0

1 5 , 3 C 0  

8 2 , 5 5 5

9 ,  I C O

2 4 6

3 ,  7 9 7

4 ,  1 3 2  

2 4 6  

2 4 6

  8 . 6 7 7

1 5 , 4 0 0

9 3 0

1 6 . 3 3 0

C 2 9 , C O O ]

2 7 2 , 9 2 2  
C 2 9 , C C O ]



US Army Corps 
of Engineers
A la s k a  District Program

Fiscal Year 1987
November 1986

A
Under 1 
M ill io n

B
1 -  5

M illio n
c1 S -  10 

M i l l io n
D

Over 10 
Mi....-

A dvertise  
rir;:l O';:

m il it a ry  o c n stk jc t im
Tort G r»«ly
Rehab D ining f a c i l i t y ,  2 b ld g s . 
Renovo 1 Replace Asbestoe, 1 Hngr 
Adi Bathe t  Garages

X
X

X
4th  Q tr 
l e t  Q tr 
3rd Q tr

T o rt Walnwriqht
U t i l i t y  Expansion
D ining f a c i l i t y ,  2 h ld g s .
Barracks M odernization
TAC Equipnent Shop, 2 b ld g s .
C i l ld  Care Center
I n s t a l l  Hegt Door
Rehab D iv is io n  Bsndguarbtrs
Repeve 3400 A ru
taplsow  Bridge

X
X
X
X

X
X

X
X
X

2nd Q tr 
l e t  Q tr 
2nd Q tr 
2nd O tr 
2nd Q tr 
3rd  Q tr 
4 th  O tr 
3 rd  O tr 
3 rd  O tr

f o r t  R icher son
Replace B e lt in g  S y ite e , 4 b ld g e . 
Replace Beating S ystea , b ld g e . 040 
Replace Beating S ystee , b ld g s . (5 0  
Replace C on tro ls  B o i le r  P la n t

X
X
X

X

2nd O tr 
3rd O tr 
4th  Q tr 
4th Q tr

AX V tr lo o e
Replace Tank Gaugas 
Bo m  Band D e rr ic k

X
X

1 s t  O tr 
1 s t  Q tr

E le leon  M r fo ro e  Base
M te r DOT 2204 
f i r e  P ro te c tio n  f l lg h t l i n e  
Bazardoue K a t e r la l S torage 
l ib r a r y
loop  Access Road 
S e cu r ity  fe re s X

X
X
X
X
X

1 s t  O tr 
2nd Otr 
1 s t  O tr 
3 rd  Otr 
1 s t  Q tr 
t  dv

ELmondorf M r fo rc e  Banc
Battecy SJwp
M te r E le c t D is t r ib u t io n  System 
S e cu r ity  P o lic e  r a c i l i t y  
M/R HOMC

X
X
X

X
2nd Q tr 
1 s t  O tr 
3rd  Otr 
4th  Qtr

a  e a r

SATOCK Gcouni T e rx in a l X 3rd O tr
Galena
MW. Power P lan t 
UPfl

X
X

2nd O tr 
2nd Qtr

Kino S a lem
UPH
MW. Cocp OPS f a c i l i t y
Replace B o l l s r s ,  S tack s , Htng Gys

X
X
X

2nd Qtr 
2nd Qtr 
4 th  Q tr

Shesya
DIESEL Storage
MW . H ater Systeei
S o lid  S ta te  U n in te r ru p t ib le  Power
Repair CMP Bangar

X
X
X

X 2nd Q tr 
2nd Otr 
2nd O tr 
1 s t  Q tr

C IV IL WORKS SNETITSIIAM PROJECT •

Superv iso ry  C on tro l X 2nd Q tr
'11 ENA RIVER LAKES PROJECT
v is lt o c s  r s c l l l t y X 1 s t  Q tr

DC BA
D riftw ood  Bay (U ra la sks ) 
P o r t  B e ld en /P o rt H o lle r  
Cape Thoefwan/Krueenstern

X
X
X

• 4 th  O tr 
4 th  O tr 
4 th  Q tr



6th INFANTRY DIVISION (LIGHT)

DESIGN AND CONSTRUCTION
PROJECTS

Guardian of the Great Land



CONTRACT PROGRAMS

RPMA: REAL PROPERTY MAINTENANCE ACTIVITY 

OMA: OPERATION AND MAINTENANCE ACTIVITY 

FHMA: FAMILY HOUSING MAINTENANCE ACTIVITY 

MCA: MILITARY CONSTRUCTION ARMY



FY 87 CONSTRUCTION PROGRAM

I. MILITARY CONSTRUCTION ARMY (MCA):

-DEFINITION: MAJOR CONSTRUCTION PROJECTS WHICH ARE APPROVED 

AND APPROPRIATED BY CONGRESS TO CONSTRUCT NEW FACILITIES OR 

RENOVATE/ALTER EXISTING FACILITIES.

-CURRENT PROGRAM: $72 MILLION AT FORT WAINWRIGHT TO PREPARE 

FACILITIES FOR ACTIVATION OF THE 6TH INFANTRY DIVISION (LIGHT).

II. REAL PROPERTY MAINTENANCE ACTIVITY (RPMA):

-DEFINITION: REPAIR, MAINTENANCE AND CONSTRUCTION PROJECTS

PLANNED, PROGRAMMED, AND FUNDED BY THE 6TH INFANTRY DIVISION 

WITHIN THE ANNUAL INSTALLATION OPERATING BUDGET.

-CURRENT PROGRAM: $52 MILLION 

$13 MILLION - ANNUAL CONSTRUCTION PROGRAM

$ 9 MILLION - JOB ORDER CONTRACT

$30 MILLION - PLUS UP IN FY 87 APPROPRIATION TO SUPPORT NEW
DIVISION



FY 87 RPMA PROGRAM DISTRIBUTION

m
FORT GREELY $ 1.5 MILLION

FORT RICHARDSON $35.0 MILLION

FORT WAINWRIGHT $15.5 MILLION

FHMA

$ 5.0 MILLION

$52.0 MILLION $ 5.0 MILLION





FAMILY HOUSING

8 0  8 1  8 2  8 3  8 4  8 5  8 6  8 7
(YEAR)

4*



(YEAR)



CONSTRUCTION CONTRACT PROGRAM PROJECTS 

FY 87 OPERATIONS AND MAINTENANCE ARMY tOMA)

FORT WAINWRIGHT AWARD START

1. REPAIR ROOFS, ELDG 3599, 3567, and 3566 MAR 87 MAY 37

2. RENOVATE ELDG, 9603 OCT 86 DEC 86

3. REPAIR ROOFS, ELDG 3015, .AND 3030 DEC 86 .APR 87

9. REPAIR/RENOVATE ADMIN CFICES, ELDG 1555 SEP 37 NOV 37

5. REPLACE ENGINEER ERIDE JUL 37 AUG 37

6. REPAIR ROOFS, (2200 SERIES EUGS) MAR 87 MAY 37

7. REPAIR AIR CONDITIONING, EAH, ELDG 9065 AUG 87 SEP 37

3. REPAIR/RENOVATE HOSIPTAL ADMIN, ELDG 9066 JUN 37 AUG 37

9. REPAIR HANGAR DOORS, BUGS 1557, 2085, 3C05, AND 3008 APR 87 MAY 37

10. REPAIR ROADS AND PARKING LOTS (3900 SERIES EARRACKS) MAY 87 JUN 87

11. REPAIR/RENOVATE BCQ'S, BUGS 1061-62-69-65 & 66 JUN 37 JUL 37

12. REPAIR ROADS, VARIOUS STREETS MAY 87 UN 37

J 3. REPLACE SUPER HEATER TUBES CH&PP, EUG 35S5 JUN 87 JUL 87

19. REPLY " SIDING, BUGS 3959, 3592, 3588, AND 1020 MAY 87 JUL 37

15. REPAIR/INSTALL FENCES, VARIOUS LOCATIONS APR 87 MAY 87

16, INSTALL HANDICAP ACCESS, BUGS, 3015, 1095, AND 3595 JUL 37 AUG 87

17. RENOVATE ADMIN OFFICES, EUG 1557 SEP 37 XT 87

18. REPAIR/RENOVATE MAINTENANCE SHOPS AUG 37 XT 87

19. REPLACE WINDOWS, BAH MAY 37 JUL 87

20. REPLACE WINDOWS (3900 SERIES BARRACKS) AUG 37 XT 87

21. REPAIR/RENOVATE BASEMENTS (3900 SERIES EARRACKS) AUG 37 XT 37

22. DEMOLISH ABANDONED POWER PLANT JUN 37 JUL 37

CONTRACTS WILL EE ADVERTISED 95-cO DAYS PRIOR TO CONTRACT AWARD
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REQUIREMENTS

3426

3415
FY 91 (150) 3265

3115
2965

FY 80 (150) 2015

ADDITIONAL FY 87 801 HOUSING (300)
2515

,801 HOUSING (400)

ADDITIONAL OFF DOST RENTALS (391)

2115

1724

CURRENT OFF POST RENTALS (306) 1418

ON POST ASSETS (1410)



FORT WAINWRIGHT
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FY 85 - 86 MCA, Fll, NAF PROJECT LIST (AWARDED EY 86)

POST

ER

ER

ER

ER

EG

FW

EW

EY 85

PN PROJ DESCRIPTION SCOPE

280 BARRACKS MOD (B-668) 95,935 SE

279 CHILD CARE CENTER ADDN 6,780 SE

EY 86

26J DINING EAC MOD (B--690) 9,313 SE

287 SENSITIVE COMPARTMENTED 5,610 SI

INFO FACILITY (SCIE)

191 CHILD CARE CENTER 9,375 SE

197 BARRACKS H0DCRH12AIION . 129,5/9 SI

170 YOUTH Cl NIEU ADI)111 ON 13.280 SE

(NAE)

CONTRACTOR

CONSOLIDATED

ENTERPRISES

DELTA CONST 

& ENGR INC

WATTERSON

CONST

CONTRACEING 

VENllJRES INC

IIEGDAI. CONST

ENSI RED AK 

CONS I

GIIEMM CO INC 

& ASSOC JV

CONTRACT

AWARD

2,883,100

1,177,702

1,369,223

998,686

1,708,500

7,935,000

2,360,902



FY 87 MCA PROJECTS

'OS i

FW

FU

FW

FW

176

177

181

18v

185

PROJ DESCRIPTION

CHILD CARE CENTER

UTILITY DISTRIBUTION 

SYSTEM

NEW DINING FACILITIES 

BARRACKS MODERNIZATION 

BDE/DVARlY FACT SHOPS

SCOPE

22,500 SF

182.000 LF

2 BLDGS

215.000 SF 

65,000 SF

16 JANUARY 1987 

REMARKS

(1) 300-CIIILD FACILITY

STEAM, CONDENSATE 

AND SEWER

(2) 1,000-MAN FACILITIES

5 BLDGS a'13,000 SF

(2) FACILITIES 

J - '12,000 SF 

I - 21,000 SF

I V 87 Ai II PROJECT

I'l'i II 3/'l-BAill g GARAGE 

ADDITIONS
l'1'l UNITS AUDI I IONS TO 8-PLEX 

FAMILY HOUSING UNITS



FY  88 MCA P R O J E C T  L I S T

16 JANUARY 1<J87

POST pji PROJ DESCRIPTION SCOPE

r-G 0142000 TEST SUPPORT COMPLEX 38,800 SF

FW 0175000 TROOP MED/DENTAL CLINIC 30,465 SF

FW 0178000 TACTICAL EQUIPMENT SHOPS 295,523 SF

FW 0194000 1111-00 FLIGHT SIMULATOR 13,500 SF

FW 0190000 CIO III I MG SALES STORE 5,000 SF

FW 0197000 barracks MODERNIZATION 10 BLDGS

FW 9235880 DINING I AC ILIT Y (1) 650-MAN

FW 9144.100 BATTALION DOS BI.DG 12,000 SF

FW 9148080 DIM/ICC (COMM CIIO 9,600 SF



JOB ORDER CONTRACT

DEFINITION: TERM, REQUIREMENTS TYPE, CONSTRUCTION CONTRACT FCR REPAIR, 

MAINTENANCE, AND CONSTRUCTION OF REAL PROPERTY FACILITIES.

SCOPE: FCRT WAINWRIGHT 

FCRT RICHARDSON 

FCRT GRELY '

MAGNITUDE: $ 1.0 MILLION MINIMUM 

$15.0 MILLION MAXIMUM

PERIOD: 15 MONTH CONTRACT WITH TWO l-'.EAR CPU CMS.

PREPROPOSAL CONFERENE:

FORT WAINWRIGHT/FCRT GRELY - T FEB 

FORT RICHARDSON - 5 FEB



JOB ORDER CONTRACT

ADVANCE NOTIE TO CBD

RFP ISSUED

GRELY SITE VISIT

WAINWRIGHT SITE VISIT

RICH. SITE VISIT S PRE-PROPOSAL CCNF,

CLOE REEIPT CF PROPOSALS

NPACO SCRENING

0/ALUATION CF PROPOSALS

NEGOTIATIONS

FINAL EECTION PRC ESS

NPD APPROVAL

AWARD CONTRACT

COrnRACT IMPLEMENTATION

3 E C  85 
16 JAN 37
4 E B  37
4 FEB 87

5 FEB 37

2 MAR 37 (4:CO pm) 

3-5 MAR 37 

0-20 MAR 37 

23 MAR - 3 MAR 37 

9-13 APR 37 

10-13 APR 37 

19 APR 37 

29 APR 37
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v im  iii .i ii .ik c iI 'in  g e t  th e  d iv is ion  fin hi 1 
h om e b ln le  lint h e , . l in e  w e  li .iv c  i l i t ,  
n i i i in l e x a c t ly  w li.it th e  I l 1 1 1 . 1 l  t o  A l .n l ,.1 is , 
h iil l i i im isC  w e  h a v e n 't . M e .iuw ln ti'. c v n y -

tl'l/lniiil ,1/. Aikin itiliuT tur0/ the 11 .1 /1.0 1.1/ 
Jullil/y /oi'/i.liil 11/ ihi- Im titut, fo r lU i .y  
•AVin/ii’l  lie ittOM illior o f tl J^illh'oniiiifi 
tooliOil I IS . inihhiiy (h'liiy ill tlu I ’.iei/ie, ' 
'N oU J iisuJ iiyH iil.“  , •

one si''ills to win: Ahnh.i s lip s  n;, liom  oh- 
tcmity in inihl.uy planning, Steve,,s K it l,ia 
|i,ok .i.,il the A lloy  is .n a iim l :i (mu sup­
ine h r  (or its ntlicivvise 1pn.-lioi1.1hl1  HkIh 
tliti-.ioii pi uKi.ml.

In slimt, wli.K we hove h e n  is e good 
exmuple nt how ilccisious a n  ,u tn illy uia-le 
ah .n l our defenses.

I i t ’s si.111 with To.v lutciisily vi iilli. t.*- 
'this magi, phrase In i  iipi-nnl new <1)11- 

g t i tsloiial i i - l i i is  .lint , 111 1 -11: r . 111 ,1 "spi-viil
(Ipn.ill-Ills* pi ling lo  a (ever piU ll. See-
n l.n y  1. ( the Navy J .hn I ihiu.in may have 
lea "linD slop 1," aotl the Air 1-niiO may l,e 
hrili’i l.n l will) ! , | l |  anil lie, leal ga-lgi-l'i, hut 
willi “low inti 11 aily conIII, t* the Aimy im.v 
l i u  Us light iliviiioiia ami ill the isp ii,lu lls  
chh ail-1 (low u( U S. m ihlaiy p llu i lt l i l ,  it's 

M iuAUSliA, II I, Cot I
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Frozen Pork in Alaska
A L A S K A ,  L i u .u  1 ) 1

■ \ i r r  i n n  i 
\\/ lisa, I 
H  used

.<( tl.e top o l the lutein p i e  (or the fust 
time doling the KcagJti AJ.hiiiisUalinn.

II .*  d ie i  t 'light* dlviiion. w lmh the 
Aimy urigiu i l l/  plumuled as llie culling 
edge id America's new lu c  Liig.ule (nr 
l lm d  W .nld in .1 il.ildy, end up in Ted E le ­
vens' Al.isl.an ainm?

' In n it Cuiiics to pork L a it i l |s .11*
, Elevens i i  the master. He has 

:d his haw lu l l  views and poai- 
ti in is  chairman u( the S. nate aubcouimit- 
li  e .in defcnic appr-.pn itn.ns to interfere m 
vn to illy  every nuhlnry dtvivio.i which re-
I i l . ’ > In his s late. Eleven >' clout Is enhanced 
Ly At i .la 's  uni.p.e position in I'u ltagon pol­
ities. tlecause Alaska is a stale and nut an 
o vc re a s  military caninnnd, ami bi-ijuse it 
was invaded ty  the Japanese in World War
II (no kid.ln.gi, and because it is opp-ssito 
He! S n ic t Uiu i.t land ll.e ie f .re on the 
•hoot lines*), it rt .e iv cs  b|wui>) tiealn .e.d 
by niihi.it y planners.

Hot I'ent.ig.iii ulhciala ate suprishigly 
(rank n  adnnlii.ig that it wasn't strategic 
ne.eeat)' but Ted Elevens that was the 
rause o ( a iceoi.d division being activated 
for the MeliiivC* o ( Alaska. A Department 
o f Defense planner was quoted at the lime: 
‘ It's a politual il.<eg pi.ie and simple . . . .  
Once they dccoh <1 to satisfy Elevens, they 
invented a rational.: ami said lli.it the Uns­
narl! arc coining to Ibtta len the Aleutians*

W l.al llie  Atmy gels out o f this is the 
(I.an te to ami another light division to its 
table o f otgvniialiun. As the Atm:.' put It in 
intern tl hirelings a fter a 1 )81  study, *it 
became evident that t im e  was i  need to 
ttrcegtl.cn our kind forces on the West 
Coast, pailiciil.itly in Alaska.* Ted Slcscns 
fu r t.ia part saw the opportunity to Lilng 
m other 'Hag*— a general officer com- 
m ind— to Itis ne .k  o l the woods.

Slcvens bluntly answers his critics: ‘ I'm 
pleased to see (his decision because It 
meana a restoration o f ground forces In 
Alaska, wldch are there to defend Alaska 
primarily and a l.o  (l.e re d  o f llie  cuuiilry, 
and I'm proud o( llie role I played in aelm'v- 
ing lleil.* he sael in a telephone interview 
last week.

l e d  Slcvens' l.ijr hklg will coal the 
Aiuciii.ui taxpayer j  1 billkm by fiscal year 
ilO  ld . ‘ In Hie ciary n.o.ueuia o f llie  cruller- 
vine iiiiimnllee* l l .u  year, accoidiug lo on e  
Couple . loii.il s i.ilfer, Elevens not only 
managed lo  restore H i milli-ai cut by l i e  
llodae h r  Ida new division in the m ilituy 
ronslmclion b.ll, but also wangled an addi­
tional J 10 million in llie  ‘ np-ralm iis jud  
iuaint.n.iiivc* a im .iiu f.u I'uiisltueliot* o f
'lc lll|- ,ra l)' St I lie I ill r  i.*

In s 'Itear Cap* te lle r lo  Secretary o f 
Defense Caspar W iiiL 'igcr dated May I .  * 
I'Jdt, le d  E le t.i.s  slated ll.a t III view of 
*ll.a  inlcuso Uoiipetiliail ,nd political p i i - ,
* *• I • ' *' ■ »*

■ 01 I t  lea iitvohed in Ibis selection* he thought 
il would be 'important lo  aticsa how critic il 
it u  to me that Alaska be favoiml.* lie  added 
Ilia! the decision Ts so impuiaut tli.rt we 
should d i.cu ii it personally ol our e.ribest 
opiMitunily. I silggesi . . ,  sometime before 
May 7 s i  lin t llie  urgency o( llie Alaska pii- . 
a rily  l i  n i l Overlooked in llie Department's 
pluming proceai.’

The nest day, Elevens sent Weinberger a 
hand written note: ‘ When you examine the 
enclosed [a comp-iium of defense procure­
ment and opeialiutii spending between Alas­
ka and oilier s(otcs| and realize lliat Alaska's 
voles in Congress have been cou.ivtintly 
proslefeiiiu, the request fur consideration of 
Alaska as lire place lo  deploy Ike light divi­
sion just doesn't seem unreasonable*

fn a ilm ed I'cntagon budget meeting tilt 
j.. ly  dti, the decision was made to add the 
second Elevens division and station it In Alas- 
k t. The Atmy officially designated Alaska as 
the ‘ preferred alternative* fur ll.e  second 
fight division, pending ‘ selection" In compe­
tition with other locations. Accotding to an 
Atmy nics oge of Sept. 11 Informing senior 
commanders o( llie snJdcn decision lo  add 
two instead of one light division, ‘ a broad 
examination of the Army's strategic and 
force posltiio , , .  outfaced a need lo  
strengthen our active component laud forces 
on ll.e  west coast, particularly lit Alaska, with 
additional shuctuic. S liC D li f [Secretary of. 
Defense| has endorsed a proposal to aeliv.de 
an ldtlr AC [active component) Division (isth 
Int Div) and to select Alaska as llie p :c (im 'd  
atalloniiig alternative for (Ids unit.*

In October, an In lc tr jl Army "Information 
, Caper* slated 'liat ti c Alaska light division, j would not have enough material supisnt lo 
. bo “globally deployable" and lliat The titlt 

lul.iu lry Division's primary mission, there­
fore, Is one o f Al.i.h/Aleutlans Ibealer de­
fense* So much for low lnlensity conflicts In 
the Third World.

Within days, Secretary o f the Army Jultii 
Marsh olli.Lilly ruled In favor o f Alaska as 
Ilia bsso for tie  new division. The Aitny's 

' Intetnal 'I'tillic AKatrs guidance* fut the de­
cision staled lliat the decision ‘ allows us lo  
improve our ability lo  piotecl this huge and 

> vita! region while taking advantage o l Ilia 
families and unique Itatnmg environment in

■ Alaska.*
. Ironically, ll.e  original fc b n u iy  1 )8  I Das- 

- big Alternatives study placed Iraming factors
■ among ll.e  disadvantages o f the Alaskan h|-
■ cad,ei.

he Army xtill Insists that Third Woild 
‘ deployment scenarios* lo r the 6 lli 
Division will l.e deleimiued once tho 

second Liigade is lu ll/ f.nmed in 1 )89 . Hot 
tlml'l hold your Ltc.nh. lly  scaling down (lie , 
division lo  two brigades lo  simultaneously 
please Elevens and keep within ils emigres- . 
umi.illy implied ceiling on manpower, dm 
Atmy also cut (ho division'* capability lo  dc-.

i i;
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ploy overseas. In addition, the ditisiuit's mis­
sion had to le  icducedlo'dvleiisc of Alaska,* 
rather th.ui rapid ilcployntuit uverse-as, he- 
cause, among other reasons, it ended up be­
ing equipped with snown.olile like Vehi.lci 
rather Ilian Wheeled Vehicles c'wnnion to rap­
id ilcployincnt units.

At first, Aimy spike-slim went lluo.igll 
great cutttodionj to justify Jq  liyn.iiit lo ll.e 
stale o f Alaska—ponding out tle.t Alaska lies 
cl.m 'f lu  lun ..|e  and lo most o l lh,: ho(-| -.is 
In the Third Warldfolher tl.auCcelial A lt.tr- 
lea) where a light division u  Li.ely lo  be 
needed. Ultimately, though, l l „  y lost .vl-oit- 
donesl (l.e entire Thud VVntld ligl.t-divi:i..n 
jive. In March, when the rhsis.on tvai ucii- 
V llcd, llie Army frankly s ta ll.I, *TI,etms.ton 
.of llie  (jilt Division 11 the il.feu-.u o l A ll,I.a 
and tho luilLd ilehu.e c l llie Alculian Is- 
Linda.*

This is jiii l mm e-g.uui Ic i i  Stevens' pork- 
balle t politicking. Ill (act, his in lilfe tiiltu  ill 
the ligiit-division deci.iou Was iniiior com­
pared lo  his intcifcmicc i:t drliL'iotions 
over llie i.lililaty eli.iitt o l eoinu.ml in A lls- 
Li.

liver sili.e the Ala:,hail C.UIIIICtlld Was 
eliminated hi Ikc tm her 1 9 /1 tevaivie el It.- 
cat Coll,a, hi Iheie ha i been lively ilise.ii, lull 
within the Joint Ciaefs o l Elaif, ll.e Iknslic 
Coilimaud (I'ACO.M) and Ala.,ha alat.it what 
llie piopei line o l anlhoiily for Alaska ilc- 
fcitsOa sliould lie. Il seeme-.l iislui.d dial Aiis- 
ka he pail of the I ’.h'ilic ('niitill.lild.

Hut Elevens lud  other ideas. ID  listed 
l lu l  i l Al isha was n.it j  separate command it 
wuuld lose ils special stains and ultcntiun.

In tlovemher 1)811, Adm. In ,L it  long , 
ConUiUiitder-in cluef o f the l ’jeilio Cuinueiud,

p tn p o st il tu ( ie i le r .l l l .e v r A 'le il . the ih i e f  o f 
st iff o f t in  A ir  f o r c e , that th e  I 'n c ilic  C o in - 
m aud L e  a signed  le sp o n s ili il i ly  fo r A la sk a  
and l l . e  A leu lian  I J a i i  I i .  A  m om li la te r , ac- 
Corilmg to dct I e .s ih ed  JCS i i ik i i i . i i . iX i , A llen , 
a lthough  su p p .t l iv e , T e sp on d ed  lh . i l  p d it ic . il 
■evililies would scen t to  p tcv lud e  a re a lign - 
lile iit  in  A l i l l *

T h e  ic .u e  l . y  do rm an t un ld  l 'j s 'd  w h en  it 
In i o id  in to a  I ittle  b e tw een  l l .e  J .a n t  C li ie ls , 
who w .u ile -1 A L i.k .t in ll.e- Ikw ifiC Co ilim aud , 
and S i . t e l .u y  o f ( n i . i i . e  C a sp ar W e-inU r- 
g e l ,  w ho Cited o lije 'e llm ls L y  th e  A L i.L i l t  d e l­
ega tion .

T h e  e h ic L  Lhnked I i . H o l i n g :  *eongr i-» - 
bioit.tl Concerns m o d  be re s ,,Ic e d  le f o t c  a t- 
tu n p t ii ig  to i h . i i g e  A la  l.a  C om ,m ud  r . la - 
(■ '■ is -- t im in g  eIitiC a l L .ised  o il le c k c t lo l l  
b ids *

/ '  1 1  ho im lit .u y  d .o ’ iiT  le .t l ly  L . lu v e  Hi il 
I  I I ,e t c 's  a prob lem  m d ifc-in lii.g  A la  .k i
I and  the A l, ■ili.tns. Ju s t  w lia t i l .e  ligh t 

elivi .n it is lo  <h It-., I a g .o i l . t— the He I a l l l . y  
on  .1 )g- l e . l i  t - .n .i i .g  o v e r  l l .e  ic e  in , U s w ay to  
C lo c . i g o - i s  Soiin t l.in g  llia t  iu lr lh g e in e  o f- 
h o i s  e o iiu d  r m il, i ih . . . i  "W lio ’ -s g.ving to  
Invade A l.i-.l.a? l l . e  Hus in .s r 'o u e  A rn .y  ol* 
liv e r  a .l.e <1. *W< II Ih en  y .i l i 'r e  ta lk in g  iiliiit ll 
g l.d  al in n lh .t  .m l a  ligh t d iv is ion  d o e sn 't  
m ean a  dam n th in g *

A .lo r d in g  lo  the cu rren t p lann ing sc en a r ­
io )  o l th e  JC E , lire  luost lik e ly  Sovn  t con veu - 
tim ed op tion Po  a ll .t . k  on A la  i .a  ia  so ,a l l 
b p e iia l f .u , i - 1  I . a l io  in l i l l ia l i . ig  b y  a ir  and  
se a  (o d i i i t i lc  e-.n ly w arn in g  s it e s , e .inn im - 
n ica lio n s links, a ir f ie ld ) , and  |K >w er g e n e r ­
a tion fa c ilit ie s .

f  i v e l  11 ». A l.i .1 .1.  v ltt koine- sod , Is a
k e y  e lem en t o f ll .u  fo rw ard  u lfe o s iv c  b trat-

egy o l ike l'acific Command. T h e  Last (ren­
tier,* as the military now calls il. sums up ils 
meaning lo  loLty's war planners, “A real 
' l lu e i l arca,'*o(ficcis say ■

"II we are forced lo engage in global hos- 
lihiics, in my comm.ut,l, 1 would division in- 
Ikiisk sea and air engagemcnu in the north- 
we,( P.icilie and in the vicinity o f the Aleu­
tians * said Adiu. William Crowe, cominar.d- 
er ni eliie'f o l Ikiebk Command and now 
cluirman oi tin: Joint Chiefs, belorc die Sen­
ate Armed Services Committee.

Ala ha i , a new cold war hallleground I< - 
cany: duiltisllc p,lilies mllmr.ced strategic 
decision I. The cynics may discount lire tu - 
te.iu.'ralic maneuvers and militaiy war 
garni s .vs having no meaning. They can claim 
ll.r t  this u how everything ia done in Con- 
g re .i. Meanwhile, the military, lliwaried in 
ila e llo it (o in ike a logical framework for ils 
strategy, har blown Alaska out o f all previous 
pn.pornon in the course of reorganising die 
World into lllcalCIJ o f war.

tii'.'cii pnl,he anger over ll.e  excesves of 
imliCuy a|ic'iiiluig, one feels ciuii|.elied to 
yawn or mil one's eyes in rtaclion lo  the 
sile-o pilches e l still more Thrcala* and ’ win­
dows of vuhlcrability.* Hut always Lchiud Ihe 
lliif.it-immgcrmg are new orgauiralioiu, 
'new ujierjliuns an ! exeteises, and new weap­
on systems.
i Elevens was able tu got a light division tu 
A ll,I..i and iuleih'tc in the nuliiaty eliain of 
Coiumand li'c.iuic a c|, vtly di hiied niission 
really doesn't exist for llie new light divisions 
and a sen,ms appraisal u( Ihe "threat* to the 
slate has never been made, ii it turns out 
dial llicre's a threat lliat a light division D 
just i ighl lo  lundle, We'U be ready, ‘
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MEMORANDUM May 5, 1987

TO: Representative Dave Donley, Chairman
House Labor & Commerce Committee

FROM: Representative Jim Zawacki

SUBJ: HJR 25

The intent of HJR 25 is to support efforts in Congress to 
amend the McCarran-Ferguson Act enacted in 1945 which exempts 
the insurance industry from federal antitrust laws.

The broad antitrust immunity enjoyed by the insurance industry 
under the McCarran-Ferguson Act is both undesirable and 
unnecessary. The exemption is undesirable because, by 
blunting some forms of competitive behavior, it denies 
consumers the best array of insurance services at the lowest 
possible cost. The exemption is unnecessary because 
application of the antitrust laws is in no way inconsistent 
with either desirable industry cooperation or effective state 
regulation.

There have been two objections raised by the insurance 
industry to this resolution. One, it is agrued that support 
of HJR 25 would remove or subordinate the primacy of states1 
regulatory role as regulator of the industry. This is not so. 
HJR 25 was drafted to address this concern. Senator Howard 
Metzenbaum, the original sponsor of the federal legislation, 
has testified that his intent was not to alter state 
regulatory primacy. The Senate Antitrust Committee in 
Washington, D.C. has made it clear that there is no intent to
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alter the primacy of state regulatory authority over the 
industry. Two, is the assertion that the repeal of the 
antitrust exemption will restrict information pooling that 
assists the industry in accurately estimating how much they 
are likely to pay out in the future. Again, this is not so. 
HJR 25 specifically recognizes the need for the industry to 
pool and analyze the past claims they have paid; the more 
claims they can analyze, the more accurate their estimates of 
future payouts will be.

I was asked by the Citizens Coalition for Tort Reform to 
introduce this resolution. The Coalition has reviewed this 
issue closely and determined that it is in the consumers' best 
interests to repeal this special privilege to the insurance 
industry. The Coalition has found that there is strong 
bipartisan support to amend the McCarran-Ferguson Act and that 
the position of the insurance industry to retain this 
exemption is not logical or in the best interests of the 
consumer.

Thank you.
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FACT SHEET ON McCARRAN-FERGUSON

I. The McCarran-Ferguson Act, enacted in 1945, exempts the 
insurance industry from the antitrust laws and thus allows insurance 
companies to fix prices. There is an exception to the exemption for 
boycotts, coercion and intimidation —  agreements among insurers to 
refuse to write insurance at any price therefore can be and have been 
prosecuted. See, e.g., State of West Virginia ex. rel. Brown v. St. 
Paul Fire and Marine Insurance Co., Civ. No. 86-C-1400, Kanawha Cty. 
Circ. Ct. (W. Va., filed Apr. 14, 1906); "Day care centers file 
insurance suit," The Denver Post, Jan. 17, 1986, at B-l. On the other 
hand, agreements among insurers to raise their rates in concert are 
not subject to antitrust prosecution. In other industries such 
agreements are felonies punishable by three years in jail.

II. Because of the McCarran-Ferguson Act, rates for workers 
compensation insurance are fixed? the National Council on 
Compensation Insurance, the rate making organization to which all 
workers compensation insurers belong, requires its member to adhere 
to the rates it issues. Constitution of National Council on 
Compensation Insurance, Art. VII (3)(c). The Insurance Services 
Office, the rate-making organization for liability insurers, does not 
expressly require its members to adhere to its rates but rather 
issues "advisory" rates. Yet, as a practical matter, this "advisory" 
rate is frequently adhered to. See National Underwriter, Sept. 6, 
1985, at 82 ("what has occurred ... is a return to basic ISO rating 
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III. There has traditionally been bi-partisan support for prohibiting 
price-fixing by insurance companies. For example, the Ford 
Administration exhaustively studied the insurance industry and 
concluded that price competition in the insurance industry, without 
McCarran Act antitrust protection, would be in the public interest. 
U.S. Dept, of Justice, The Pricing and Marketing of Insurance, at 
viii (1977). Similarly, in 1979 President Carter's National 
Commission for the Reform of Antitrust Laws and Procedures, composed 
of the nation's leading antitrust experts, concluded 18-2 that 
McCarran-Ferguson's broad antitrust immunity should be repealed. In 
its stead the Commission recommended narrowly drawn legislation to 
affirm the lawfulness of a limited number of esstential collective 
activities. The Reagan administration also supports repeal of the 
broad McCarran-Ferguson antitrust exemption, as Federal Trade 
Commission Chairman Dan Oliver recently testified before the Senate 
Commerce Committee.
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IV. Insurance companies could continue to pool data without McCarran- 
Ferguson protection.

Because most insurers have not paid enough claims in the past to 
accurately estimate how much they are likely to pay out in the 
future, they do need to get together to pool and analyze the past 
claims they have paid —  the more paid claims they can analyze, the 
more accurate their estimates of their future payouts will be.
However, the joint collection and dissemination of past cost data 
does not violate the antitrust laws. See U.S. Dept, of Justice, The 
Pricing and Marketing of Insurance 91-118, and cases therein cited.
And if insurers truly have doubts about the legality of pooling loss 
data under the antitrust lav/s Congress can expressly legalize such 
pooling v/ithout also legalizing price-fixing, as the McCarran Act 
does.

V . State regulation of insurance can - and should - be preserved 
with the McCarran-Ferguson Act repealed. In fact, the two leading 
organizations of state officials —  the National Conference of State 
Legislatures and the National Association of Attorneys-General —  
have both passed resolutions calling for McCarran repeal. With 
McCarran-Ferguson repealed, the states would continue to regulate the 
insurance industry; the federal government would not regulate the 
insurance industry. As the NAAG put it, repealing McCarran-Ferguson 
would simply "subject insurance companies to the rules of the 
competitive marketplace applicable to other firms." NAAG Resolution 
I, Repealing the Insurance Industry's Exemption From the Antitrust 
Laws. (June 1986).

VI. Much of the insurance industry is willing to live without 
McCarran-Ferguson antitrust immunity. For example, the new president 
of the American Insurance Association, Robert Vagley, told the 
Journal of Commerce that the industry was willing to consider making 
changes in McCarran-Ferguson. And in 1979, State Farm Insurance Co. 
supported a bill that would substantially cut back on McCarran 
antitrust immunity,. Allstate and several other insurance companies 
have also indicated that they are willing to live without McCarran.
In short, the industry's opposition to the McCarran-Ferguson 
exemption is probably ;ased more on its traditional opposition to 
change than anything else.
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FTC, JUSTICE DEPARTMENT HIT McCARRAN-FERGUSON ACT

At r. Senate Judiciary Committee hearing on the McCarran- 
Ferguson Act last week, Sen. Howard Metzenbaum (D-Ohio), 
chairman of the Antitrust Subcommittee, found broad support for 
proposals to amend or repeal the' 194;i statute which gives the 
insurance industry limited shelter from federal antitrust law and 
confirms the primacy of state regulation of insurance. Federal 
Trade Commissioner Daniel Oliver charged that the McCarran- 
Ferguson Act '’protects price fixing" by insurers and said the 
statute's repeal is long overdue. Charles Rule, acting head of 
the Justice Department's Antitrust Division, affirmed the Depart­
ment's basic support for ending the antitrust exemption "if 
certain uncertainties can be resolved." Metzenbaum expressed 
willingness to revise his bill (S.80) so that it would remove only 
the antitrust exemption while retaining language clarifying the 
role of state regulation. Joining the call for repeal or revision 
of McCarran were representatives of the National Conference of 
State Legislatures and the National Association of Attorneys 
General. Small business and consumer groups also called for 
changing the law.

Insurance industry representatives told the panel that changes 
in the act would have had no effect on recent problems with 
commercial liability insurance. They also voiced concern about 
the costs and confusion that would come from the dual federal-state 
regulation of insurance that likely would follow repeal of the 
act. Similar concerns about repeal were voiced by representatives 
of the National Association of Insurance Commissioners (NAIC) _ 
and the Conference of Insurance Legislators. The NAIC came 
under pointed criticism from Metzenbaum for alleged financial ties 
and revolving door relationships with the insurance industry.

ABA ADOPTS POSITION PAPER ON TORT LIABILITY SYSTEM

The American Bar Association (ABA) adopted a position paper on 
the tort liability system which did not contain the significant tort 
reforms outlined in the draft report presented by a special ABA 
study commission at its annual meeting in New Orleans. The 
draft report called for limits on noneconomic damages in certain 
cases, but the House of Delegates rejected this suggestion and 
instead voted to go on record as opposing any caps on awards
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NAME Insurance Data Collection

COMMITTEE Government Operations & Regulation

TYPE OF POLICY: Consent

The adequacy and contents of property and casualty insurance data has 

come under increasingly serious scrutiny as state legislatures have attempted 

to resolve problems with affordable and available liability insurance.

To address this matter, several state legislatures have recently enacted 

legislation substantially expanding the data which insurers must submit when 

seeking rate changes. These actions demonstrate how insufficient the 

information necessary to evaluate rate requests is and how uneven the 

collection and utilization of appropriate data appears to be. Most annual 

reports submitted to state insurance commissioners appear to be inadequate.

Many insurers operate on an interstate basis. State regulation ought to 

ensure that rates are developed with sufficient and relevant background 

information. Rates do affect availability. Appropriate data can demonstrate 

relationships between the civil justice system and the costs for obtaining 

property and casualty insurance.

To ensure that adequate and comprehensive data is made available • 

regularly, NCSL believes that Congress should, enact legislation compelling the 

annual submission, to the appropriate federal agency, of data that includes, 

but is not limited to, the following: (a) premiums earned and written; (b)

total claims paid regarding judicial dispositions, settlements and 

auministrati ve/legal costs; (c) reserves; (d) individual classifications of 

business where premiums have increased/decreased the previous year; and (e) 

investment income. This data shall be submitted by classification of business 

and be completed on a national aggregate and individual state aggregate basis. 

State collection of insurance data and annual financial reporting requirements 

shall not be prohibited by any federal legislation. All data collected

nationally by an appropriate federal agency shall be disseminated to the
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Honorable Joseph R. Biden 
Chairman
Senate Judiciary Committee 
U. S. Senate
Washington, D. C. 20510

Dear Mr. Chairman:

Thank you for your letter of February 25. Enclosed are the 
answers to the questions you pose.

Question 1. The tort policy working group reviewed a number of 
industries and found that insurance was becoming increasingly 
unavailable. For example, biotechnology companies are having a 
difficult time in the insurance market because they are new, 
small companies dealing mostly in research and development in a 
field largely unknown to insurers. Many of our basic industries, 
such as oil, gas drilling and heavy manufacturing are hard 
pressed to find insurance at a reasonable cost as well. Is this 
a manufactured crisis? If so, by whom?

Answer 1. The insurance crisis —  sudden, dramatic rate
increases and refusals to deal by insurance companies —  is real. 
It is the insurance industry's explanation for the crisis —  a 
purported litigation explosion —  that is manufactured. See, 
e.g.. National Center for State Courts, A Preliminary Examination 
of Available Civil and Criminal Trend Data in State Trial Courts 
for 1978, 1981 and 1984 (April 1986); "Focusing on the Facts of 
the Insurance Crisis," a Report to the House Subcommittee on 
Economic Stabilization, by Phillip J. Hermann, Chairman of the 
Board, Jury Verdict Research, Inc., August 6, 1986 (JVR studies 
"do not support any claim of recently escalating jury awards").

The true cause of the recent insurance crisis, and a similar 
crisis in 1975-76, is the cyclicality of the insurance industry. 
Insurance rates rose dramatically in 1985-86, just as they did in 
1976-77, because the insurance industry's rate of return 
bottomed out at about 3% in 1984 just as it had in 1975.
1 /
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BxplanaLions for the cycle vary. The most frequently cited 
is that the profitability of the industry‘tracks interest rates. 
When interest rates are high insurers earn high returns on the 
premiums they collect, their profitability rises and they begin 
cutting prices; when interest rates are low they earn low returns 
on their premiums, their profitability falls and they must raise 
prices. 2/ Other factors also contribute to the insurance 
cycle: the inelastic nature of demand for insurance; statutory
barriers to entry (e.g., laws prohibiting banks from entering the 
insurance industry); fluctuations in exchange rates, which 
substantially affect the supply of reinsurance —  insurance for 
insurance companies —  since the reinsurance market is dominated 
by foreign firms; and stock prices, since although most 
property/casualty insurance company funds are in bonds, about 20% 
is in common stocks. 3/

More important than all factors but the fluctuation in 
interest rates, however, is the insurance industry's exemption 
from the antitrust laws under the McCarran-Ferguson Act. The 
relationship between the antitrust exemption and the insurance 
cycle is explained in the answer to Question 2.

Question 2. Is the insurance crisis particularly related to the 
insurance industry's exemption from the federal antitrust laws or 
federal regulation in general?

Answer 2. The insurance crisis is related to the insurance 
industry's exemption from the antitrust laws.

First, the antitrust exemption allows insurance companies to 
suddenly and dramatically raise rates in concert at the bottom of 
each cycle. For example, in January 1985, the Insurance Services 
Office apparently decided that the price-cutting of the Jast few 
years had gone far enough: ISO President Dan McNamara calLed a
joint industry conference with the Insurance Information 
Institute, the industry's public relations arm, at which he 
emphasized that "the need for significant premium increases, 
especially for commercial lines, is absolute for the next three 
years." 4J  Then, in May 1985, ISO distributed throughout the 
industry a major position paper, entitled "1985: A Critical
Year," which proclaimed that "the brutal price war of the last 
six years is over," and that "significant premium increases are 
needed, especially for the current commercial lines products." 
5/ And the next month William 0. Bailey, President of Aetna, the 
nation's third largest commercial liability insurer, told the 
National Association of Insurance Brokers that "Clearly another 
round of price increases is absolutely necessary for the 
business." 6/ Then suddenly, in the summer of 1985, insurance 
companies that only a few months earlier had been competing on 
price and ignoring the ISO "advisory" rate were tripling and 
quadrupling their premiums, returning to the ISO rate. J./
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Because the courts have consistently prohibited trade 
associations from circulating "suggested" price lists, even if 
the list serves only as a guide or starting point, for price
determination, ISO could probably not issue an advisory rate 
absent antitrust immunity. See Northern Ca1i forni a Pha nnecutjca 1 
Ass' n v. U.S., 306 F.2d 379 (9th Cir. 1962), cert. den i ed. , 371 
U.S. 862; Plymouth Pealers Ass'n of Northern California v. U.S. 
279 F.2d 379 (9th Cir. 1969 ); U.S. v. Nationwide Trai ler Renta 1
System, Inc., 156 F. Supp. 800 (D. Kan. 1957), aff *d per curiam,
355 U.S. 10 (1957); Esco. Corp. v. U.S., 340 F.2d 1000 (9th Cir. 
1965); Dept, of Justice, The Pricing and Marketing of Insurance 
167-70 (1977). And absent antitrust immunity, ISO and insurance 
company executives would certainly be less likely to urge other 
insurance executives to raise their prices.

Second, the antitrust exemption encourages pricing below
cost when interest rates are high. It is the knowledge on the 
part of insurance companies that, because of McCarran-Ferguson, 
they can get together, call a halt to price-cutting and suddenly 
raise their prices in concert to excessive price levels that 
permits their price cutting to go so far. Because of McCarran- 
Ferguson, they can get back in one year what they gave away in six.

The children's game of tag provides an instructive analogy. • 
The McCarran-protected rate bureau rate functions as "home base" 
functions in tag. Insurers, during the competitive phase of the 
cycle, can ignore the bureau rate and seek market share by 
cutting price. The price-cuts are deeper and the duration of the 
price-cutting longer than would be the case in the free market 
because the price-cutters know that they can always return to the 
home base of the bureau rate. Because the bureau rate is set at 
a level at which least efficient bureau member is profitable, 
the bureau rate will allow most insurers to earn excess profits. 
These excess profits attract capital, which sets the stage for 
the price-cutting to begin again.

If insurance companies competed in a free market subject to 
the antitrust laws, they would not be able to suddenly call a 
halt to price-cutting and to sharply raise their prices in 
concert. Moreover, the knowledge that they could not raise 
prices in concert after "cashflow" underwriting would prevent 
them from engaging in such underwriting in the first place, and 
force them to carefully evaluate risks at all points on the 
cycle. Because interest rates will continue to fluctuate and 
demand for insurance will remain relatively inelastic, the 
insurance cycle will not completely disappear if McCarran 
antitrust immunity is eliminated. But eliminating that immunity 
will smooth out the cycle , and should therefore put an end to 
the insurance "crises" that recur every nine years or so.

Question 3. A number of experts, including those who 
participated in both the 1977 and 1979 Justice Department 
studies, -have concluded that this industry is competitively

3



structured, even if individual companies do not behave 
coinpetively in the context of the industry's regulatory 
environment. Why is repeal of McCarren-Ferguson so critical to 
enhanced competitiveness in the industry? Wouldn't it be enough 
if the states enacted tougher unfair trade or antitrust laws 
applicable to the industry?

Answer 3. Repeal of McCarran-Ferguson antitrust immunity is 
critical to enhanced competitiveness because it is the antitrust 
immunity which allows the competitively structured insurance 
industry to perform in an anticompetitive manner, as explained in 
the answer to question 2.

The states have not applied state antitrust laws to the 
insurance industry and in general have not enacted tough unfair 
trade laws that are applicable to the insurance industry. 
Moreover, as was evident from the testimony of the West Virginia 
Attorney-General, individual states simply do not have the 
resources to prosecute the. insurance industry under "little FTC 
Acts" or "little Sherman Acts" even if they did apply to the 
insurance industry. As New Jersey Insurance Commissioner Ken 
Merin has put it, the states are simply "outmanned and outgunned" 
by the insurance industry. 8/ There are also those who argue 
including the U.S. General Accounting Office, that state 
insurance commissioners often do not have what the GAO called an • 
"arms-length relationship " with the insurance industry. 9/

Question 4. The consumer groups have testified that they favor 
the repeal of the exemption from the federal antitrust laws that 
the insurance industry enjoys under McCarran-Ferguson. However, 
such legislative action has often been linked with proposals for 
increased federal regulation of the insurance industry —  ideas 
such as the establishment of a federal insurance agency to review 
state regulation. That is a much more complicated position. Is 
such regulation necessary if McCarran-Ferguson is repealed?

Answer 4. No. We support repeal of the antitrusL exemption I or 
the insurance industry contained in the McCarran-Ferguson Act and 
the maintenance and strengthening of the national commitment to 
state regulation of the insurance industry.

We applaude Senator Metzenbaum's public statement that lie 
will amend S. 80 so that it would repeal only the anti-trust 
exemption while maintaining and strengthening state regulation. 
The debate must focus on the appropriate question —  do insurance 
companies need, to be able to fix prices? —  rather than the red 
herring of state versus federal regulation. With the elimination 
of the antitrust exemption, states could choose to deregulate and 
would be assured that deregulation would not lead to 
anticompetive behavior. On the other hand, states that chose to 
regulate prices would remain free to do so, under the state 
action doctrine.

4



Question 5. Would it be logical to subject insurance companies 
to liability under federal antitrust law without comprehensive 
federal regulation of the industry as a whole?

Answer 5. Yes. State-chartered banks, for’example, are subject 
to antitrust law but are not federally regulated.

Question 6. The insurance industry argues that restricting or 
repealing McCarran-Ferguson would lead to great uncertainty as to 
what kinds of collective activities would be permissible. For 
example, what kinds of data would companies be able to share, or 
would they be able to do this at all? Would they be able to 
pool risks and establish joint ventures to obtain reinsurance? 
Aren't these legitimate concerns? How would you propose to 
establish some legal certainty without years of litigation?

Answer 6. The antitrust laws do not prohibit the pooling of 
past cost data. To the contrary, the cases clearly establish 
that the exchange of past cost data is lawful as long as the data 
are compiled and disseminated in composite form, deal exclusively 
with past end closed transactions, and are widely published and 
readily available to consumers. Maple Flooring Ass'n v. U.S. , 
268 U.S. 563 at 573-74, 586 (1925) tU.S. vn FMC Corp. . 317 F.
Supp. 443, 446 (E.D. Pa. 1970); Department of Justice, The
Pricing and Marketing of Insurance at 102, 116-17.

In contrast, the pooling of future pricing data clearly is 
prohibited by the antitrust laws.

The legality of the pooling of risks and the establishment 
of joint ventures to obtain reinsurance would be governed by the 
rule of reason. For example, an agreement among the only three 
insurers writing a line of business to pool that business would 
not normally be pro-competitive and thus would not pass muster 
under the rule of reason. On the other hand, a pooling agreement 
among several small insurers attempting to enter that same three- 
firm market would normally be pro-competitive, and thus legal 
under the rule of reason.

To the extent that insurers truly believe that the rule of 
reason gives them insufficient guidance as to which activities 
are lawful and which unlawful, Congress could write carefully 
drafted standards codifying the rule of reason into the law, as 
it did with the limited immunity for research and development 
joint ventures enacted in the 98th Congress.

Question 7. If the Judiciary Committee were to act on this kind 
of legislation, wouldn't we be wiser to consider a more limited 
and well-defined immunity from the antitrust laws than an 
outright repeal of McCarran-Ferguson? Wouldn't the uncertainty 
that might otherwise be created actually harm consumers and make 
at least some kinds of insurance even harder and more expensive, 
to.obtain? -

5



Answer 7. We support, and believe the Judiciary Committee
should support, a repeal of the antitrust immunity granted by the 
McCarran-Ferguson Act rather than a ropoal of the cntiru 
McCarran-Ferguson Act. To the extent Congress is concerned that 
repealing the antitrust exemption would create uncertainty that 
would harm consumers, Congress could write specific standards 
into the law. (We fail to see, however, how subjecting the 
insurance industry to the antitrust laws could harm consumers. 
We are certain that the current situation harms consumers by 
protecting inefficient anti-competitive behavior which costs 
consumers billions of dollars in inefficiencies.)

Question 8. What kinds of exceptions would consumer groups be 
willing to support?

Answer 8. While we do not believe that exceptions are necessary, 
neither do we believe that expressly permitting .insurance 
companies to jointly collect, compile and disseminate past cost 
data is harmful. In addition, we believe Congress should give 
the insurance industry every opportunity to make its case that 
additional exemptions are needed, and we would welcome the 
opportunity to discuss with your Committee and the industry the 
need for any specific exemptions for which your Committee felt 
the industry had made a prima facie case.

6



FOOTNOTES

1/ Insurance Information Institute, Insurance Facts: 1986-87
Property/Casualty Fact Book, at 22; Insurance Information 
Institute, Insurance Facts: 1982-83 Edition, at 19.

2J_ E. G., "Insurers Must Take Part of the Rap," Business Week, 
March 10, 1986.

3/ Insurance Information Institute, Insurance Facts: 1986-87
Property/Casualty Fact Book, at 23.

4/ Business Insurance, Feb. 4, 1986, at 16.

5/ ISO and NAII, "1985: A Critical Year," at 5.

6/ Business Insurance, June 10, 1985 at 3.

7/ National Underwriter, Sept. 6, 1985, at 8, 82 ("The quick
reversal in underwriting standards has been shocking . . . .  What 
has occurred . . . .  is a return to the basic ISO rating subject 
to a minimum 20 percent surcharge.")

8/ Journal of Commerce, July 8, 1986, at 1.

9_/ See U. S. General Accounting Office, Issues and Needed
Improvements in State Regulation of the Insurance Business (Oct. 
1979 ).
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NATIONAL ASSOCIATION OF ATTORNEYS GENERAL

Summer Meeting 
Seattle, Washington 

June 9-12, 1986

I.

REPEALING THE INSURANCE INDUSTRY’S 
EXEMPTION FROM THE ANTITRUST LAWS

WHEREAS, The Sherman Act, the Clayton Act, and decisional 
law prescribe the appropriate standards of conduct for
competing businesses and for individual firms acquiring and
exercising market power in the United States; and

WHEREAS, those laws prohibit activities in restraint of
trade that have repeatedly been shown to be harmful to the 
economy and injurious to consumers; and

WHEREAS, in 1944, the Supreme . ourt determined, in United 
States v. South-Eastern Underwriters Association, 322 U.S. 533, 
that the business of insurance constitutes commerce within the 
scope of the antitrust laws; and

WHEREAS, in 1945, Congress, apprehensive about the effect 
of South-Eastern Underwriters o.i the powers of states to tax 
and regulate insurance, adopted the McCarran-Ferguson Act (15 
U.S.C. sections 1011-1015), grantir. g the insurance industry 
broad exemption from most provisions of the Sherman and Clayton 
Acts, including the proscriptions against such anticompetitive 
practices as price-fixing, agreements not to compete, 
monopolization, mergers of dominant firms, tying agreements, 
and a wide range of other conduct that is unlawful for nearly 
every firm outside the insurance industry; and

WHEREAS, subsequent developments in antitrust law, 
particularly evolution of the state-action doctrine, have made 
it clear that nothing in the Sherman and Clayton Acts would 
hinder the exercise of traditional state powers of taxation and 
regulation, including price-regulation, making the antitrust 
immunity of the McCarran-Ferguson Act unnecessary for the 
purposes that originally motivated Congress to enact it; and

WHEREAS, it is also clear that nothing in the antitrust 
laws prohibits insurers from sharing information on losses in 
order to price their product, or from engaging in reinsurance 
and other r.isk-sharing arrangements common to the industry, 
making the antitrust immunity of the McCarran-Ferguson Act 
unnecessary to the legitimate needs of the insurance industry; 
and



WHEREAS, the insurance industry is critical to the 
national economy, with Americans paying over $140 billion per 
year in premiums on property/casualty insurance alone, and with 
insurance being a necessity for many enterprises; and

WHEREAS, serious questions have been raised about the 
current crisis in liability insurance and whether it may have 
been fostered by the industry's antitrust exemption;

NOW, THEREFORE, BE IT RESOLVED, that the National 
Association of Attorneys General, reaffirming its commitment to 
the historic right of the states to regulate and to tax 
insurance and its commitment to the importance of the antitrust 
laws to free and competitive markets, urges the Congress of the 
United States to repeal the special immunity from the antitrust 
laws granted to the insurance industry and to subject insurance 
companies to the rules of the competitive marketplace 
applicable to other firms; and

BE IT FURTHER RESOLVED, that the Association authorizes 
its Executive Director and General Counsel to make these views 
known to the Congress, the Administration, and otlvjr interested 
parties.
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Represer' ative Jim Zawacki 
PO Box V
Juneau, Alaska 99811

March 24, 1987

Representative Zawacki,

This is to confirm our request that you cause to have introduced a 
House Joint Resolution in support of efforts by Congress to amend 
the McCarran-Ferguson Act, which exempts the insurance industry 
from federal antitrust laws.

As we have discussed not only have the past three Presidents of the 
United States supported such amendments, but a host of national 
organizations have recently passed resolutions supporting this 
action. The National Conference of State legislatures and the 
National Association of Attorneys General are just two examples of 
national groups that support amendment of the law.

Two concerns have been raised by the insurance industry that must 
be addressed in the body of a resolution.

1. Individual states must be able to continue their regulatory 
role of the industry.

2. The insurance industry must still be allowed to exchange past 
cost data and allow accurate forecasting of future claims.

Additional information-on the efforts in Washington, D.C. will be 
forwarded to you upon receipt, including a new Senate bill that 
specifies the amendments, that is now in final draft.

We believe the insurance industry, except for the two exceptions we 
have noted, should be subject to the same laws as other businesses. 
We believe the insurance consumer and all consumers will benefit 
from this action and that there will be greater competition in the 
industry.

irts in this area of reform.

P . O .  B o x  2 0 1 6 6 8  • A n c h o r a g e ,  A l a s k a  9 9 5 2 0
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RESOLUTION CALLS FOR AMENDMENTS TO FEDERAL ANTITRUST LAW

HOUSE JOINT RESOLUTION 25

Bipartisan group sponsors reform of federal regulation of insurance

HJR 25 was introduced by a bipartisan group of House members 
concerned with insurance reform. Representatives Zawacki, Navarre, 
Gruenberg, Martin, Shultz and Taylor introduced HJR 25 at the 
request of the Coalition.

The intent of HJR 25 is to support efforts in Congress to amend the 
McCarran-Ferguson Act (19*15) which exempts the insurance industry 
from federal antitrust laws.

Two objections have been raised by the insurance industry to this 
Joint Resolution, they are:

1. Support of HJR 25 to repeal or amend the McCarran-Ferguson 
Act would remove or subordinate the primacy of states regulatory 
roll over the insurance industry.

Not so. HJR 25 has been specifically drafted to address this 
concern. Already the Senate Antitrust Committee in Washington, 
D.C. has made it clear that there is no intent to alter the primacy 
of state regulatory authority over the industry. Senator Howard
Metzenbaum, the original sponsor of the federal legislation has 
testified that his intent was not to alter state regulatory primacy 
and has asked the committee to adjust the original bill to ensure 
that this is clear. Support for HJR 25 does not alter the primacy 
of atate regulatory authority.

* 2. Repeal of ‘the antitrust exemption will restrict
information pooling that assists the industry in accurately 
estimating how much they are likely to pay out in the future.

Again, Not so. HJR 25 specifically recognizes the need for 
the industry to pool and analyze the past claims they have paid - 
the more claims they can analyze the more accurate their estimates 
of future payouts will be. 1

Why is the Coalition calling for repeal of the antitrust exemption 
and support of House Joint Resolution 25?

Last year, during debate on tort reform legislation, the issue of 
the McCarran-Ferguson exemption from antitrust was raised by the 
opposition. The Coalition has reviewed this issue closely and 
determined that it is in the ponov.rr.ers best interest to repeal this 
special privilege to the insurance Industry. The Coalition found 
strong bipartisan support for amendment to the McCarran-Ferguson 
act and that the position of the insurance industry to retain this 
exemption was not logical or in the best interests of the consumer.

The Coalition has extensive materials in support of and in 
opposition to the proposed amendment of the McCarran-Ferguson Act. 
This information, including copies of resolutions by the NFIB, The 
National Conference of State Legislatures, The Nations] Association 
of Attorneys General and statements by the Chairman of the- Federal 
Trade Commission, is available upon request. "'11 the
Executive Director at 561-6250.

industry

907-561-6250 
P.O. Box 201668 •  Anchorage, Alaska 99520





m u  i i f  m m ih  
TTCBl O J iO i lU T O I E

LEGISLATIVE AFFAIRS AGENCY
LEGISLATIVE REFERENCE LIBRARY

May, 1988

Copies of minutes listed below were originally included 
in this file. The minutes are available on the STAIRS 
database CMPR, In order to save space copies of minutes 
have not been left in the files,

Mary Van Nimwegen

POUOIY. STATE CAP1TCX. 
JUNEAU, AlASKA 99811 
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HOUSE COMMITTEE REPORT
yjy?

(7)

Date referred: 2/15/88 FURTHER REFERRALS: Resources

DATE:, S f 1*5 f£ jC l
The Labor & Commerce Committee has considered HJR 64

Relating to Alaska's participation in the bottomfish fisheries and other 
benefits from the Exclusive Economic Zone of the United States off the 
coast of Alaska.

RECOMMENDS:

[ ] replace with ________

[ ] attached amendment(s)

tx do pass 

do not pass 

no recommendation 

individual recommendations 

additional referral to the

[ ] the same title

[ ] a new title

Committee

ADOPTS: [ 3 letter of intent

ATTACHES NEW FISCAL NOTE(s): 

[ ] fiscal impact

[X  J zero fiscal note

[ 3 zero with analysis

15[ ] same as previous fiscal note

published ___________________

[ ] same as previous zero fiscal

Chairman's signature
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COMMITTEE:
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R E Q U E S T : _____________FISCAL NOTE______________ _____
R tyisionD m : _ 3 / l S / H 8 -------------------------------  ABm c y A ffo rd : _____________________

T itle .A JL -L L S .m .nq  i n  pxclusivp p r n n o m i < b r u :  „__________________________
zone ,

STATE OF ALASKA BILL VERSION: HJR 64
1988 LEGISLATIVE SESSION PUBLISH D A TE :__________

Sponsor: — tJR.rrmflnn Components :
Requestor: ____________________________

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL
----------- Q------------ 0 ™ n n n n

| REVENUE 0 0 0 0 . 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL G

___J1____ o g 0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY 0 0 0 0 0 0

ANALYSIS : (Attach a separate page if necessary)

• Prepared by: -----       p w  ■ 4fi5-3HQP__
Division: Hi.L&C Chairman - Rep. Dave Donley Date: _XLL5iii£____

Approved by Commissioner:   _____   Date:______________
Agency:___________ _________ __________________________

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page— ]—  of



BRIEFING PAPER ON ALASKAN 
INVOLVEMENT IN EEZ ISSUES

Provided by the Alaska Division of Governmental Coordination

0 The State of Alaska is actively working to obtain a more
equitable federal-state partnership in the Exclusive Econom­
ic Zone (EEZ). On the national level Governor Cowper is 
working with both the Coastal States Organization and the 
National Governor's Association to achieve recognition of 
this goal.

° Approximately 7 bills or resolutions have been introduced in
the Alaska Legislature this session that address the EEZ.
This indicates a growing recognition of EEZ issues in the 
state. Many of these bills are in development and the 
Governor does not have a position on each bill. The bills 
fall into two groups: first, a bill calling for a resource
inventory and establishing an EEZ management program (SB 
334) and second, resolutions calling for the federal govern­
ment and private sector to recognize that Alaskans are
entitled to a larger share of the resources and revenues 
generated in the EEZ off Alaska's coast (HJR 45, HJR 63,
HJR 64, SJR 51, SJR 57, SJR 67).

Alaska has recently met with the Minerals Management Service 
to initiate a state-federal taskforce effort on offshore 
mining in the EEZ. The taskforce will initially focus on 
developing an Environmental Impact Statement for an offshore 
mining lease sale in outer continental shelf waters immedi­
ately adjacent to state waters off Nome.

This lease sale is anticipated to occur in late 1988 or 
early 1989. It would be authorized under the Outer Conti­
nental Shelf Lands Act (OCSLA) Section 8K. While the state 
believes that tne OCSLA is not the appropriate enabling 
legislation for offshore mining in the long term, we are 
willing to work within the existing regime so as not to 
delay the development of research and the expansion of the 
existing offshore mining industry in the state. The state 
believes the project and lease sale off Nome would 
essentially be a continuation of a successful offshore 
mining venture in state territorial waters. This is an 
unique circumstance for the offshore mining industry in that 
there is a great deal of information known about the exact 
nature of the deposit, mining methods and environmental 
impacts.

The State of Alaska has a lease sale for offshore mining in 
state waters approximately every 18 months. The state has 
an established regulatory scheme and procedures for such 
lease sales. The Department of Natural Resources 
administers the state program and must find proposed 
offshore mining projects to be in the state's best interest 
and to be consistent with the Alaska Coastal Management Pro­
gram. 
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COASTAL STATES
A N D

THE U.S. EXCLUSIVE ECONOMIC ZONE

Coastal  States Organiza t ion  
W ashing ton ,  D .C .

APRIL 1987

This pro ject was funded in part by a grant f r om  the
W i l l i am  H .  Donne r  Foundat ion
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