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INTRODUCTION

This report is the third actuarial study of Alaska’s
unemployment insurance (Ul) tax and benefit
structure in accordance with Chapter 43 SLA 1973.
It contains selected historical highlights, an overview
of the current program, and an appendix containing
a chronological summary of major changes in
coverage, financing, benefit, and qualifying provisions
plus a series of historical tables providing data
relevant to the Ul system. Data for years through
1978 are included in this study.

Since publication of the 1978 actuarial study, no
legislation altering Alaska’s unemployment insurance
program has been enacted. Eligibility, benefit, and
financing provisions have not changed in six years.
The financing provisions passed in 1973 contain
sufficient revenue-producing capacity to fund the
current system, but there have been several attempts
to increase the flow of benefits since then. It is
essential that revisions to the Ul system be carefully
balanced. Any successful program must contain: (1)
a contribution system capable of equating receipts
and payments over an extended period of time; and
(2) a reserve fund (derived from prior contributions)
that is sufficient to protect the solvency of the
program during short periods when costs exceed
income. Too often, proposals to revise benefits do
not give proper consideration to cost implications and
sometimes even the benefit proposals have not been
fully analyzed. Therefore, this report has two
concerns:

—  to provide basic information and projections to
enable the Executive and Legislative branches of
state government to evaluate where the Alaska
Ul program has been, where we are, and where
we can reasonably expect to be during the next
five vyears.

—  to submit a sketch of a recommended course
of action to further strengthen Alaska's
unemployment insurance program.

The concentration on legislative action is due to
several factors. National events (especially solvency
problems) focused a great deal of attention on the
unemployment insurance system and forced a hard
look at financing provisions. Simultaneously, rapid
increases in the cost of living and in unemployment
brought pressure to raise and/or standardize benefit
payments. Although several major issues are still in
the discussion stages, some national legislation has
passed and two issues must be addressed by the state -
legislature to bring the Alaska Employment Security
Act into conformity with prevailing federal law.

Current federal law requires a dollar-for-dollar
reduction in unemployment insurance benefits for
any pension income concurrently payable to an
individual. Because this is a controversial issue at
the national level, the effective date was delayed, but
states must conform beginning March 31, 1980.
Alaska is one of 36 states that have not yet enacted
the necessary changes. The other item relates to the
release of wage information to welfare departments
that run AFDC (Aid to Families with Dependent
Children)  programs. Appropriate  language
accompanies the law to protect confidentiality of the
information released. Alaska will be out of
conformity if this issue is not addressed in the 1980
legislative session.

At the state level, we have seen proposals for higher
benefits in each of the past several legislative sessions.
The issue will undoubtedly surface in the 1980
session, and the actuarial staff hopes that this study
will help legislators reach an informed decision. A
summary of past proposals is included in the
projections/analysis section of this report.



SUMMARY/RECOMMENDATIONS

Should Alaska’s Unemployment Insurance Program
be Revised?

The governor, employee representatives, employer
representatives, and the Department of Labor agree
that Alaska’s benefit payments should be made more
adequate. Beyond this point of agreement there are
unresolved questions. How much and in what
manner benefits should be increased, and how cost
increases should be financed must be answered if
Alaska is to administer a sound, equitable
unemployment insurance system. The following
series of questions and answers is designed to inform
the reader of various issues facing Alaska’s
nolicy-makers.

What are ‘“‘Adequate’” Benefits?

When we speak in terms of adequacy, we do not
mean the amount of money necessary to pay the rent
and buy groceries. While the cost of necessities is
a measure of adequacy, it is more properly applied
by a welfare agency. The intent of the
unemployment insurance program is to replace wages
to allow a person unemployed through no fault of
his own to maintain his standard of living during
short pericds of unemployment. The federal wage
replacement standard is that an individual's weekly
benefit amount should be about half of his own
average weekly wage. The benefit schedule should
be designed so that about 80 percent of workers are
gligible for this level of wage replacement.

is the Current Benefit Schedule Adequate?

By the 80 percent get 50 percent” rule, the current
benefit schedule is not adequate. The schedule
replaces more than 50 percent of wages for claimants
who earn less than $9,300, but this includes less than
60 percent of workers. In order to meet both parts
of the rule, the schedule would have to be extended
to include an additional 20 percent of workers.

Shouldn't the Schedule be Shifted Upward as Well
as Extended?

There is no need to shift the schedule upward. Cost
of living and other wage increases are already
considered in the design of the benefit schedule. As
income increases, claimants move along the schedule

to obtain higher benefits.  The level of wage
replacement is not the problem with the current
schedules; the problem is that wages are not
adequately replaced for enough workers. An
extension, not a shift, would solve the problem.

How Far Would the Schedule be Extended if Federal
Guidelines were Foliowed?

The scheduie would replace at least 50 percent of
wages for 80 percent of workers if it were extended
to $190. This maximum would be reached at
$19,700 in income.

How Much Would This Schedule Cost?

If no changes are made in eligibility requirements or
duration provisions, employer contributions would
have to increase by about 60 percent (about $33
million per year} in order to suppert this level of
benefits. Even if the Department of Labor’s variable
duration proposal were in effect, emplover
contributions would increase by about 50 percent
(about $26 million per year).

What is the Department of Labor’s Variable Duration
Proposal?

The proposal returns to the original concept of
unemployment insurance and links duration of
benefits to duration of employment. Duration would
vary from 18 to 28 weeks (27 to 39 weeks, with
extended benefits}). Data for 1978 show that about
17 percent of claimants would have lost some weeks
of compensation under the proposed variable
duration schedule. The average loss per claimant (or
cost saving, depending on the point of view} would
have been slightly less than one week.

How Can a Proposal That Reduces Average Duration
by Less Than One Week Have Such a Large Impact
on Program Cosis?

The primary source of savings under the variable
duration plan is not due to non-payment of weeks,
but to shifting weeks into the Extended Benefits
program. Since the state pays for only half the cost
of Extended Benefits (Federal funds pay the other
half), the variable duration plan has the potential to
reduce contributions by millions of doliars per year.



Even with Variable Duration, the Cost of an
“Adequate’” Schedule is Expected to be Half Again
as Much as the Current System. Can Alaskan
Employers Afford to Pay This Level of Benefits?

The average employer contribution per employee
would exceed $600 per year (by 1986) under the
“adequate benefit schedule. We can’t dictate what
employers can or cannot afford, but we can address
the question “Should federal guidelines for an
adequate schedule be adopted?”

Alaska currently has one of the most lenient of all
state unemployment insurance programs. Although
our weekly benefit amount is about average, the law
allows so many workers to qualify and allows such
a long duration of claims that the total payment per
covered worker is over twice the amount paid by any
other state. This fact explains why Alaska has the
most costly program in the country and is critical
to the analysis of the above question.

Whether by conscious effort or accident, Alaska pays
benefits to a very broad base of workers. (The
majority of states would declare about 15 percent
of Alaska’s claimants ineligible and at least 20 states
would disqualify 20 percent or more). Alaska cannot
expect to pay “adequate’” benefits to so many
claimants and must tighten eligibility requirements
and/or accept a lower level of benefit adequacy. We
recommend that eligibility requirements be tightened
slightly and that the benefit schedule not be extended
to $190.

What Benefit Schedule Does the Department of
Labor Recommend?

We recommend that the schedule have a maximum
weekiy payment of $150. The maximum wouid be
reached at $14,500 and would have replaced at least
B0 percent of wages for 73 percent of workers in
1979. The proposal also calls for higher weekly
benefits to low income claimants in order to offset
the potential loss of weeks (due to variable duration)
to those claimants.

How Much Would This Proposal Cost?

Benefits would increase by about $21 million per
year and employer costs would increase by about $19
million per year. (Shifting weeks to the Extended
Benefits program via the variable duration plan
accounts for the difference between benefits and
contributions). This level of contributions includes
those required to achieve and maintain an adequate
trust fund,

What is an Adequate Trust Fund Balance?

The Alaska Department of Labor has proposed major
revisions to the financing provisions of the
unemployment insurance system. The proposal
allows the systemm to operate with reserves of
approximately 3 percent of total wages, or 60 percent
of the current level of adequacy.

What Other Effects Would the Proposed Financing
Revisions Have?

A new means of assigning contribution rates will
insure that costs are distributed more equitably. The
current tax schedule is designed in a way that causes
employers with better experience to pay alarger and
larger share of program costs as the condition of the
trust fund deteriorates. In addition, the current
schedule causes some employers to consistently
contribute more than their share of costs while others
consistently under-contribute. A broader range of
rates will reduce the severity of this condition.

The proposal also includes a provision to alter the
taxable wage base according to changes in the average
annual wage. This action would not cause total
contributions to increase, but it would change the
distribution of payments. The higher the tax base,
the greater the share of costs paid by high wage
employers. The proposal would increase the tax base
to about $18,000 by 1986.



ALASKA'S UNEMPLOYMENT INSURANCE

PROGRAM

The Social Security Act of 1935 included a provision
which established a program of financial aid for
workers during periods of temporary unemployment.
Alaska’s  participation . in  the  federal-state
unemployment insurance program initiated by the
Social Security Act is governed by the Alaska
Employment Security Act. Under terms of the
cooperative agreement, individual states design their
own systems within federally established guidelines.
As long as state laws conform to federal legal
standards, employers in that state can receive a credit
of 2.7 percent out of the total FUTA tax of 3.4
percent on the first $6,000 paid to each employee.
The credit is a powerful incentive to keep state
programs within federal limits.

The diagram below traces the flow of funds through
the unemployment insurance program. Four major
topics — coverage, contributions, benefits, and the
trust fund are discussed in the following paragraphs.

COVERAGE

Alaska State law now provides unemployment
insurance coverage to approximately 90 percent of
all workers in Alaska. Prior to 1978, about 75
percent of all workers were covered. Effective
January 1, 1978, coverage was extended to most state
and local government workers and also to certain

EXHIBIT 1

FEDERAL-STATE UNEMPLOYMENT INSURANCE SYSTEM:
FLOW OF FUNDS

Employer
Taxes

Employee
Taxes

Program
Administration

Per Emplovee

State Tax
FUTA 2.6% — 5.1%
7% of $6,000 of $1°'Ooo
or $42 Max $510
L
Oe"s

l

100%
Federal
Supplemental
Benefits

l

50%
Extended
Benefits

or $80 Per Empioyee

.8% of $10,000

State
Trust Fund

l

l

50%
Extended
Benefits

100%
Regular
Benefits




domestic and agricultural workers. Self-employed
individuals (primarily fishermen) and unpaid family
workers now comprise the bulk of workers who are
not covered by unemployment insurance. The
remainder of this report deals only with workers
covered by unemployment insurance.

CONTRIBUTIONS

Each state has established a trust fund from which
benefits are paid to claimants. The principal source
of income to the trust funds is contributions from
covered taxable employers. In Alaska, the average
employer contribution rate for calendar year 1980
is 4.0 percent, with rates ranging from 2.6 percent
to 5.1 percent. A rate of 0.8 percent is paid by
all employees —of contributing employers. Both
employer and employee rates are applied to the first
$10,000 of earnings.

Rates are assigned to eligible employers according to
their average payroll decline quotient, an experience
rating concept. Each employer’s percentage decline
in payroll (if any) from one quarter to the next is
calculated for the prior four to twelve quarters and
averaged. The average decline quotients of all eligible
employers are arrayed in decline guotient sequence
and divided into ten approximately equal sections by
taxable payroll. Employers with a higher payroll
decline quotient receive a higher contribution rate.
Employers with a lower decline quotient receive a
lower contribution rate. The theoretical basis of this
system is that employers with a high payroll decline
are responsible for more unemployment than
employers with a low payroll decline and therefore
should contribute more toward payment of benefits.

Employers who do not have at least four quarters
of wage history prior to the computation date for
the new tax year are not eligible for experience rating
and receive instead the average rates for their
industry. Employers who failed to report timely or
failed to pay prior contributions are subject to the
maximum contribution rate of 5.1 percent.

BENEFITS

Eligibility for benefits is established by earning at
least $750 in base period wages with at least $100
in earnings outside the quarter of highest earnings.
(The base period is the first four of the five
most-recently-completed calendar quarters). Current
benefits range from a minimum of $18 for 14 weeks
to a maximum of $90 for 28 weeks. In addition,
dependent benefits of $10 per dependent {(but no

more than $30 or the basic weekly entitlement,
whichever is less) are available to claimants with
dependent children.

Claimants may file for Alaska unemployment
insurance benefits from outside the state as long as
base period wages were earned in Alaska. A claimant
who has base period wages in more than one state
may file a “combined wage'’ claim in order to realize
a higher weekly benefit entitlement than could be
provided using wages from only one state. In cases
of “combined wage” payments, the state which pays
the claimant bills other involved states for their share
of benefit costs. Wage combining (which Alaska
began in 1972) is an example of state conformity
with federal law in order to avoid loss of FUTA
credits for employers. Alaska's combined wage
payments to other states generally exceed receipts
from other states.

EXTENDED BENEFITS

Federal legislation effective in 1971 allowed
additional payments (called Extended Benefits) of no
more than half of total benefits available under the
regular program where certain economic conditions
exist.  Alaska has been ‘‘triggered on”’ to the
Extended Benefits program continuously since
January 1975 and will remain “‘triggered on’’ under
Alaska law and federal law unless the state insured
unemployment rate falls below five percent or the
federal law is changed. Half of Extended Benefits
paid are reimbursed by federal funds. Also, when
the Extended Benefit trigger is on, half of payments
for the 27th and 28th week of unemployment
benefits are reimbursed by federal funds.

REIMBURSABLE BENEFITS

Certain  government entities and non-profit
organizations have the option to reimburse the trust
fund for actual costs rather than contribute according
to assessed rates. State and local government units
account for a large portion of Alaska’s reimbursable
employers.

Another example of reimbursable benefits are
payments to former employees of the federal
government and former military personnel.
Theoretically, reimbursable payments from the fund
have no lasting effect on the magnitude of the trust
fund since they are replaced shortly after the
responsible parties are billed.




THE TRUST FUND

To maintain a positive fund balance, it is necessary
to generate sufficient income (contributions) to cover
expected outflow (benefits). Since heavy outflow can
occur during periods of recession (when employers
can least afford to cover the costs of benefits}, the
fund should contain reserves to supplement
contributions during economic downturns. Federal
actuaries determined several years ago that
“minimum reserves should be equal to one and
one-half times the highest cost rate experienced
during a consecutive twelve month period of the last
ten years."”

Recognizing the need for a legal definition of an
“adequate’” fund reserve and borrowing from federal
recommendations,the state incorporated the “reserve
multiple” in 1973 legislation providing for changes
in financing provisions. The reserve multiple is
intended to indicate the number of years that
benefits can be paid out of current reserves at a cost
rate equal to the highest cost rate experienced by

the state. During the 12 month period ending in
August, 1958, benefits amounted to 4.33 percent of
total wages, and that cost rate was fixed in the law
for the calculation of the reserve multiple. Thus the
reserve multiple is equal to the reserve rate divided
by .0433 {(where the reserve rate equals trust fund
balance divided by total annual wages).

The reserve multiple determines which of ten rate
schedules will be applicable in the following year (see
exhibit 2). A reserve multiple of 1.2 or higher is
considered to be “adequate’” and at that level
provides for a schedule with an average contribution
rate of 2.7 percent and a range of rates from 1.3
percent to 3.8 percent. Alaska’s current reserve
multiple of .61 set the average employer contribution
rate for 1980 at 4.0 percent as defined earlier.

EXHIBIT 2

Unemployment Insurance Contribution Rates for the State of Alaska
{Contributions as a Percent of Taxable Payroll)

A B Cc D E F G H | J K L
Rate Employer’s
Class Cumulative If the Reserve Multiple of the Fund is:

Payroil Equal to or

Limits

{Percent More

of State Than: .33 67 .85 1.0 1.156 1.35 15 2.0 3.0

Total

Ratable Less

Payroll) Than: .33 67 .85 1.0 1.16 1.35 1.5 2.0 3.0

Egual to
More or Less
Than Than

1 [ 10 3.0 2.6 23 1.9 1.6 1.3 1.1 0.9 0.8 0.6
2 10 20 3.3 29 26 2.2 1.9 1.6 1.4 1.2 1.1 0.8
3 20 30 3.6 3.2 2.9 25 2.2 19 1.7 1.5 1.4 1.2
4 30 40 3.9 35 3.2 28 2.5 2.2 2.0 1.8 1.7 1.5
5 40 50 4.4 4.0 3.7 33 3.0 2.7 25 23 2.2 2.0
6 50 60 4.7 4.3 4.0 38 3.3 3.0 2.8 26 25 2.3
7 60 70 5.0 46 43 3.9 3.6 33 3.1 29 2.8 26
8 70 80 6.2 4.8 45 4.1 38 3.5 3.3 3.1 3.0 2.8
9 80 0 5.3 49 46 4.2 3.9 3.6 3.4 3.2 3.1 2.9
10 90 100 5.5 5.1 4.8 4.4 4.1 3.8 36 34 33 3.1
Employee Rate 0.8 0.8 0.7 0.7 0.6 0.8 0.5 0.5 0.4 0.3

NOTE: Alaska’s 1979 reserve multiple of .61 places contributors in column D during 1980.
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Exhibit 3 shows how the reserve multiple is used to
determine which tax schedule is to be used in a given
year. Current financing provisions should provide
sufficient income for future benefits as long as the
benefit schedule is not altered. However, the
increasing cost of living produces pressure to enact
legislation increasing benefits. When and if benefits
are raised, financing provisions will probably have to
be modified if the fund is to remain solvent.

EXHIBIT 3

APPLICABLE COLUMN

USING THE RESERVE MULTIPLE {of Exhibit 2)
TO DETERMINE CONTRIBUTION RATES
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HISTORICAL HIGH POINTS

Table 1 (of the appendix) indicates negative trust
fund balances for the years 1957 through 1963. This
was the result of heavy demand for benefits during
the 1950's when the maximum weekly benefit
amount went from $25 in the late 1940's to $30
in 1951, to $35 in 1953, and to $45 in 1955,
Dependent benefits were added in 1949, allowing
claimants to draw as much as $70 per week in 1955,
At the-same time, large increases in construction
activity provided seasonal jobs for a number of
workers, many coming from outside the state to work
temporarily.  Annual benefit payments exceeded
collections from 1952 through 1959, breaking the
fund temporarily in 1955 and then again in 1957.
In the period of heaviest claim payments, almost half
of all benefit payments went to claimants residing
in other states.

Efforts to get the fund back in the black resuited
in the following financial provisions:

— wages subject to contributions were increased
from $3,000 to $3,600 in 1955, to $4,200 in
1957, and to $7,200 in 1960.

— employee contributions were established in
1955, (Alaska is one of only three states in
which employees contribute 10 the
unemployment insurance trust fund).

In addition to these provisions, an effort was made
to stem the flow of money to other states. Payments
to claimants filing from outside Alaska were reduced
to a maximum of $25 in 1955 and to $20 in 1960.
Interstate benefits remained at this reduced level until
1972, when federal legislation  prohibiting
discrimination against non-residents forced Alaska to
restore interstate payments to the same level as
payments to Alaskan claimants. (Tables 14 and 18
of the appendix show the increase in benefit
payments going outside Alaska after 1971).

During the years when the trust fund was bankrupt,
Alaska borrowed money from the Federal
unemployment account in order to continue paying
benefits. The loan was partially repaid through an
additional FUTA tax on employers during the years
1962 through 1967. Then, since the fund had again
achieved a positive balance, two large instaliment
payments were made directly from the Alaska trust

fund and Alaska’s unemployment insurance program
was free of debt. (See notes to Table 1 of the
appendix).

Although Alaska was the first state to go broke,
Exhibit 4 shows that the trust fund weathered the
high unemployment generated by the national
recession and the completion of the trans-Alaska
pipeline. (In 1977, 24 states had a negative balance
at some time during the year). The regrowth of the
trust fund in the 1960’s and early 1970’s was due
to a combination of several factors:

—  wages subject to contributions were increased to
$7,200 in 1960 and then to $10,000 in 1974.

— a self-adjusting contribution schedule with ten
alternative rate schedules was adopted in 1974.

—  benefits going to out-of-state claimants were
restricted until 1972,

Legislation increasing the tax base (effective January
1, 1974) also increased maximum benefits to $90
(effective July 1, 1973) and increased maximum
dependent benefits to $10 per dependent. Benefits
and financing provisions remain at this level to date.

Increased employment and higher pay during the
pipeline years resulted in rapid increases in
contributions and reserves, but even larger increases
in total wages eroded the relationship of the trust
fund to total wages. When the pipeline was
completed in 1977, benefits increased tremendously
(to $90 million, or triple the amount disbursed two
years earlier). At the same time, employment
declined so that benefits exceeded contributions and
a drawdown occurred. Repeating the pattern of the
early 1950’s, a significant proportion of benefits left
the state (see Tables 14 and 18 of the appendix and
Exhibit 4). In 1977, almost 45 percent of total
benefits disbursed went to other states.



EXHIBIT 4
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Rapid inflation in recent years has reduced the
average Alaskan benefit payment to around 20
percent of the average weekly wage in covered
employment. (See Table 5 of the appendix. Note
that inflated pipeline wages in 1976 caused the ratio
to drop to 17 percent). Federal guidelines
recommend that the ratio of average weekly benefit
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to average weekly wage be no less than fifty percent.
Exhibit 5 shows that this measure ranks Alaska’s
benefits as the least adequate in the nation.



AVERAGE WEEKLY BENEFIT FOR TOTAL UNEMPLOYMENT AS PERCENT OF
AVERAGE WEEKLY EARNINGS IN COVERED EMPLOYMENT, 1978°
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Source: Directors of Research and Statistics, state
employment security agencies,

%pverage weekly benefit in 1978 related to average
weekly eamnings in 1977,
Estimated.
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THE CURRENT SITUATION

Alaska is a land of extremes, not only in size and
population, but in other areas as well. Some of these
extreme characteristics extend into the scope of
unemployment  insurance, making  standards,
guidelines, and concepts designed for national use
virtually inapplicable. Any legislation affecting the
unemployment insurance program should be
specifically designed to address Alaska’s particular
circumstances, which can be categorized into four
broad problem areas. The problems of seasonality,
interstate flow of benefits, high earnings, and
inadequate benefits are described in the following
paragraphs.

Seasonality

Many workers in every state earn their wages in
seasonal industries. Seasonal workers often earn the
equivalent of a normal year’s worth of wages in less
than a full year (with long overtime hours) and yet
file claims for unemployment insurance during the
off season.

in Alaska, an unusually large proportion of work is
seasonal or influenced to some extent by seasonality.
Exhibit 6 shows that almost half of Alaskan workers
have earnings in two quarters or less and that only
one third worked in all four quarters.

Interstate Claimants
Complete comparative information is not available,

but it is likely that Alaska has the highest percentage
of interstate claimants of any state. Since benefits

paid to interstate claimants were restricted to $20
for the vyears 1960 through 1971, there is little
“normal’’ data available for historical trends, but
between 20:-and 25 percent of benefits paid went
to claimants filing from outside the state in 1972
and 1973. The pipeline influenced interstate claims
after 1973 and in 1977 the totfal interstate cutfiow
of $40 million peaked at 45 percent of all benefits
paid. That year's interstate benefits exceeded benefits
paid to all claimants just two years earlier {see Table
18 of the appendix and Exhibit 4). Although the
percentage of money leaving the state has since
declined to about 30 percent of the total, the outflow
is still a tremendous drain of contributions intended
to maintain the local economy. The prospect of a
gas pipeline with accompanying influx of workers
increases the need to examine means of reducing the
proportion of benefits leaving Alaska.

High Wages

The federal formula for caloulating the average annual
wage is total wages paid in covered employment
divided by average monthly covered employment.
Average weekly wage is average annual wage divided
by 52. (See Tabies 10 and 11 of the appendix for
average annual and weekly wage experience by
industry).  Exhibit 7 compares Alaska’s average
weekly wage with those of other states. Note that
Alaska has by far the highest average wage rate.

High wages alone are not a problem, but high wages
combined with seasonal work allow claimants to
collect high weekly benefit amounts for extended
periods, thus putting financial strain on those who
contribute to the program.

EXHIBIT 6

Workers and Income in Alaska, 1978

Average
Annual Wage of

Workers with Number of Percent of Average Workers Earning
Wages In: Workers Workers Annual Wage More Than $1,000
1 Quarter 57,820 235 $2,407 $4,477

2  Quarters 55,790 226 5,252 8,139

3  Quarters 50,700 2086 11,448 11,805

4 Quarters 82,115 33.3 21,627 21,624

Total 246,425 100.0 $11.,282 $13,388
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AVERAGE WEEKLY EARNINGS IN EMPLOYMENT COVERED
UNDER STATE UNEMPLOYMENT COMPENSATION LAWS, 1977

RANK AND STATE

ALL STATES vt SOV

. ALASKA
. MICHIGAN
. DIST. OF COLUMBIA i
L HLLINGIES

. NEW JERSEY

. DELAWARE
. CALIFORNIA oo SR
. CONNECTICUT coenienens
. INDIANA e
. WEST VIRGINIA
. PENNSYLVANIA
. WYOMING ...
. OREGON wvevrrvecvirinns s
. NEVADA ..
. LOUISIANA
. TEXAS
. COLLORADO
. HAWALL
. WISCONSIN .
. MARY LAND ...
. MASSACHUSETTS
L MINNESOTA (e -
. MISSOURI
. ARIZONA
. KENTUCKY
. IOWA
. OKLAMOMA
L UTAH
. GEORGIA
. KANSAS
. IDAHO ...
. VIRGINIA
. FLORIDA
. ALABAMA
. MONTANA
L NEW MEXICO vt R
. TENNESSEE
. NEBRASKA
. RHODE ISLAND
. NORTH CAROLINA
. NEW HAMPSHIRE
. NORTH DAKOTA
. SOUTH CAROLINA wnvimnenae
. VERMONT
. ARKANSAS

NEW YORK ...

. MISSISSIPPL ...
5i.

SOUTH DAKCTA
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Source: Directors of Research and Statistics, state

employment security agencies.

2E stimated.
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inadequate Benefits

It is important to realize that adequacy of benefits
cannot be analyzed in exactly the same manner as
the three preceding problems. Those areas are
matters of fact while determination of adequacy
involves a value judgement. Statistics can be used
to support a position but cannot stand alone as proof
of either adequacy or inadequacy of benefits.

Exhibits 5 and 8 contain the type of data used to
demonstrate the inadequacy of benefits under
Alaska’s unemployment insurance program. Note (in
Exhibit 5) that Alaska’s average weekly benefit
amount in 1978 replaced less than 20 percent of the
average weekly wage used to determine those
benefits.

A benefit schedule which meets federal guidelines
should have a maximum benefit equa! to one-half to
two-thirds of the state’s average weekly wage so that
at least eighty percent of the claimants are able to
receive half of their own average weekly wage.
Exhibit 8 shows Alaska’s schedule provides the least
adequate benefits as measured by this method.

ADDRESSING THE PROBLEMS

Now that the four broad problem areas (seasonality,
interstate benefits, high wages, and inadequate
benefits) have been introduced, they can be further
discussed in terms of how they can be addressed by
changes to the Employment Security Act.

High Wages and Inadeguate Benefits

As explained above, the average wage is computed
by dividing total wages by average monthly
employment. This computation may produce a fairly
accurate estimate for most states, but it greatly
overstates average earnings in an economy where
nearly half the labor force works two quarters or less
because it implicitly assumes 12 months of work per
year. For example, assume 2 people earn $10,000
(each) in six months and do not work the remainder
of the year. Then total wages are $20,000 and
average employment is one person (a total of 2 x
6 = 12 months were worked and the average monthly
employment is 12 man months divided by 12
months) so the federal formula produces an average
annual wage of $20,000. Obviously, our average wage
per person is $10,000 per year.

The federal formula produces an estimate of the
average wage as if everyone worked all year and is
not applicable to the Alaskan economy. Table 24
of the appendix compares the average wage as
determined by a 20 percent sample of all workers
(that is, the average wage per individual) with the
federally defined wage. Note that the average wage
of all workers is only 55 percent of the official wage
rate. The “proof” of inadequate benefits provided
in Exhibits 5 and 8 is obviously distorted.

Even after correcting the serious upward bias in the
calculation of average wage (by substituting the
estimate obtained from the sample of all workers).
Alaska still has a very high average wage and the
current benefit schedule ($90 maximum plus $30 for
dependents) would not meet federal guidelines for
benefit payments.

Applying federal guidelines (that the maximum
weekly benefit amount should be two thirds of the
average weekly wage) to the 1978 wage per individual
($11,282, as shown in Exhibit 6) produces a
maximum benefit payment of $145 per week.
Eliminating data for workers earning less than $1,000
(the proposed minimum qualifying income) raises the
average annual wage to $13,389, which raises the
“adequate” maximum weekly benefit amount to
$172 per week. This amount includes dependent
allowances.

Seasonality

The above discussion of benefit adequacy argues that
benefits are inadequate and suggests a level of
benefits that might be more appropriate for Alaska.
The discussion did not consider the important
question of employers’ ability to support an
“adequate” system. The question arises because
Alaska is already a high cost state. In light of current
benefit inadequacies (see Exhibit 5 and 8), this may
be a surprise. Exhibit 9 shows that Alaska is not just
a high cost state, but (by a wide margin) has the
most costly program of any state. Exhibit 10 shows
that, although Alaska’s weekly benefit amount is not
the highest, seasonality makes duration so long and
allows so many workers to claim benefits that the
total payout per covered worker is over twice as
much as in any other state. This information cannot
be used as an indicator of benefit adequacy as
measured by wage replacement (because all workers,
not just claimants, are included) but it can be used
to make a powerful point.
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MAXIMUM WEEKLY BENEFIT AMOUNT AS PERCENT OF AVERAGE WEEKLY EARNINGS
IN COVERED EMPLOYMENT, JANUARY 1979

. EXHIBITS
Maximum
Weekly PERCENT
Rank Benefit
and State Amount? O 10 20 30 40 20 60 70 80 S0 100
I MASSACHUSETTS e T LT B BT R L
Z. COMMECTIOUT wrereanne 192 e e e T L T TR 85,4
. OHIO ceireiieveereenaeeeerrenes LE- LI | SO XK NI SISO NP PP ISP IS N IS OS TSP SIS A AN A X NI S IR
B, BAAINE oo easeisenas 135 I R TSSO 777
5. PENNSYLVARIA .. 160 USROS T T T TR 2.6
& RHODE ISLAND e, TV | OO SO N MR XK A KNI AR ARSI TR
7. WISCONSIN cvvereeemecnerrn 145 PFOTESRNIEERE IR TR s
8. DIST. OF COLUMBIA ... 172 (et i viswyeu®y os5
3, NORTH DAKOTA TR | > OO O IRHIXRK XA A AKX A A A AR AKX X XTI
10, IOWA oo TEERIN <O OO SO RN K K AR ACAIH KKK KA KA AT
t1. LOUISIANA 131 [OOSR e TS ST eeeR 669
12, WEST VIRGINIA e tas  JEOISIONICSTETSSEE s e R 655
13. NORTH CAROLINA ... ERT-TIIE 1< X XSO SR I XIS KA A SO O IR
T, UTAKH covercerivsrienssnsessrs 128 RS TTTTS ST EEE 5.0
15, DELAWARE 150 ([REshREeCClsveTeGI ey TseE 4.7
TE., HAWALL oiieecrereesesrisnssernes 134 JENSERNNICCCSICIETCTCTICE R YEee 64t
17, MINNESOTA rreieciennens 133 jBCHSCCONCR T CCEC T O TSR 639
18, COLORADOS 138§ e T I T T TSNS, 3.8
19, SOUTH DAKOTA .. 102 1PN et Y e e a T e e % a T e o mio  62.2
20. SOUTH CAROLINA ... 111 Y ate Nttt T TR e s2.2
21, VERMONT .oeerereniennens 109 LSRN TR T E e 1.2
22, MONTANA . aeereens 113 (RS ECENEIRNCSER S SR E T T e EEREE  s0.2
23, ILLINDIS 145 [LRROSNENELENEECTEVETESTETETE S e 0.1
26, IDAHO o 116 JESEEEOCGECSCEUSCO GO SEECOOS S e 0.0
25 KANSAS .. 116 (VNN CSE SO SSS ST EEER 59,9
26. VIRGIMIA ... 115 (VRSO NSO NS ss.s
27. ORLAHOMA e 16 (IENNVANINESNOCCECS SRS EEN eSS TeeEY ss.a
28, ARKANBAS ooetarnmrecocns too  AMSINNC OV SV .2
28. NEW HAMPSHIRE .. 102 (RESDESLCSYORNCESTENESEEEETEEEE  se.s
B0, INDIAMA (evieeeeeereveeians 124 REMMCHOCCOCCOCCCESEERVESEeSRE 5.3
31, KENTUCKY wroeeerinens 111 JIOISNINNSN NS SOOI NSENSEeS  s5.3
32, WYORMING woviveeeseeeaterninenns 121 JOELOOIOONO VNGNS S NER 55 2
33. WASHINGTON .onieierens 128 IORDISLOIOIINIGO SN NNNEONSSSE 5.
34, OREGON e 115 |FOOSIN RSOOSR CCCOCReEYeE  sa.0
35, NEW MEXICO g RSSO HWC NS ONGLYeE 26
36, MICHIGAN coorvenreseranane 136 |PAVVAVLOLVINIIIOOMO iV OS] 523
37. NEW YORK ... 125 [ERGOMUBECGVNVEONNGINENNNNE. 10
38, TENNESSEE woervereenons 95 [PANIUSIODNSISNIONIRONRONESE s e
35, MARYLAND ceeeeeeennns 106 PRGNSO RCOEEINEEC SRR oo
B0, NEVADA woveeeeeeeceeemseenas 107 |PAVRERINAVAORN YRS sos
4. MEW JERSEY wvevrmrnenees 117 RSN TN OSSN NS o
42. NEBRASKA .. 90 | MMV SNO OO ONE  as
53, MISSISEIEP! cooeveveeereens g [RESIENEVYCCONSERETERENEE 4o
88, ALABAMA oo g0 [NESINVICWOV SOV ESRNSGSeNEE  as.0
45, GEOCRGIA evvceeeecriseninnns so [RSTININSSOC GOV CENEES  ss.0
EES 104 mm&mx%&";ﬁﬁm 45.7
a7, 31 (IO a2
&8, F1 sz VIR az e
45 85 [BERNRNNNNNNSINTIORNEENE s2 0
50, gs [OOSR oo
B1. ALABKA ©ooveirereierensaenns 120 i x 278

Source: Direcfors of Research ond Stetisties, state
employment security ogencies, .

P Division of Research and Statistics
Moximum weekly benefit emount (including dependents’ . .
allowonces) as of Janvery 1979, divided by average Obio Bureau of Employment Services
weekly somings in covered employment in 1977, — 14 — Columbus 3.29-79 No, A-506



AVERAGE BENEFIT COST RATE UNDER STATE UNEMPLOYMENT COMPENSATION LAWS

CUMULATIVE, 1940 THROUGH 1977¢

EXHIBIT9
COST RATE (PERCENT OF TOTAL PAYROLL)
Rank Tetal FPayroll

and State (in thousands) O .5 1.0 1.5 2.0 2.5

b | ¥
ALUL STAT ES ccoveereeeeennns $9,231,382,384 (ISR 37

| } 2.421

T ALASKA s 18,783,622 | RN
2. RHODE 1SLAND ..eoe. 44,319,040 [Nttt et n NI NI NNSNNISNNSeNGN. 1,893
3. WASHINGTON ecennene 149,645,696 | RNNSitiililiitiiiliininitaniiinnnanenunnienesss 1658
4, NEW JERSEY movrveecrenn. 375,260,488 | R O O S S RS SR 1 653
5. CALIFORNIA ... 973,702,745 RSN NNkttt ettt 1,538
6. MASSACHUSETTS ... 301,185,832  POAlSNRNRl ittt i n e 1.526
7. NEVADA oo 25,816,491 L S O SR AL SIS BTNNANBIIUN 1519
8, VERMON T .eerveviriincens 15,353,348 | R2elaatelatetelolelelo et e N nni st N 1,502
9. MAINE «onvrrreemeereiresneninns 34,914,729 5NN I
10, IDAHO tvrmrereeecieiriianennes 23,716,967 LRI ORISR AL SRR HXHHHRSXH L0 SRS VX
11, CONNECTICUT .ccnnne. 179,231,171  [SNSINNNNNNGINIINARININNIINSOSNOER 1402
12. PENNSY LVANIA ... 518,472,444 JRRENENNNSEUNGUSINERNGLNINGRNNINNNSR 1 3
13, OREGON corveieeeeeererenes 94,503,437  [FNNNNNNNENNNENNLNNNINISNOIONNEEE 1362
14, NEW YORK .eciveranenen. 1,085,437,116 | allilililiiitiilitai st na iy .318
15. NORTH DAKOTA ... 13,725,769 | RRRANNSNGSIRENINNNGGRIANINSNNNANNIR 1,205
16, HAWA T «eevrerveanvirrenseenes 32,701,414  JelRlllRiials i iR nnasss 1282
17. MICHIGAN 495,864,972 : LR S RO 1273
18. MONTAN A 22,241,084  RRERNSHIINININNUNINGONCHININRNNNNE 1238
19, KENTUCKY .« v 100,403,471  PONInI RO naneannse 1,233
20. ARKANSAS oeeerereennnns 51,510,439  |ONERISRDRANNNNIRNONNIINRNINE 113
21, LOUISIANA ..oovereneene. . 123,695,687 | ottt et et te i te e stetenas 1.091
22. NEW HAMPSHIRE ... 29,338,569 [SNSNEIINNERNIISOINMSISNNIINR 1 084
23. TENNESSEE 138,964,244 KRR % RIINGRNNNSS 1,075
24. WYOMING wovererenirracncnns 13,267,772 JEONSNNTINHNANSNENNINNRNNNS 1069
25. UTAH oecrerrerreerseermnenn 37,839,552 SNNBDWOVIDSTHILOINE  1.064
26. WISCONSIN covreeerenenne 201,805,445 1.048
27. MISSISSIPP! oo, 51,167,114 1.035
28. WEST VIRGINIA ... 73,278,799 DOLCRAXIHAAAL CXRXAX XX 1.020
29. KANSAS .ovrneenrcennenens 73,972,793 JRIIOINANNTNNIINNNSR 1008
30. NEW MEXICO .. 29,710,077 O e 1.003
31, ALABAMA e 106,203,494  §UNNNRNENINITONQNRNNNTRININNE  o9s
32. NORTH CAROLINA .. 177,671,527  |RONNNNIRNNISIORNIMNRNNONNR oot
33, MARYLAND oo 152,348,478 | Porisnnlisienttaailenninnnnntl  oay
34. SOUTH CAROLINA ... 82,539,369 [ Ieterletilittieiiottatetetelele i lele iy 981
35. DELAWARE .... 31,149,548 | RONNNRRNINGNNIINNISNINNNSNT 977
36. MINNESOTA 163,370,052 | ORIttt innndd  os2
37. ARIZONA .ooceeeann.. —— 63,632,398 |ODTNIIIINNINNNNSGORGS 92y
38. ILLINOIS vvcererrrvreernnns 636,234,352 | ORNONNNNNNRININNNNINNNE 001
39. GEORGIA covvreeeerereranes 160,089,350 | OBNNNIDNENNINIDNINNINNE 56
40. MISSOURI wecveerrrrenaenras 205,959,921  |RNIDNIRIHEUGDIGINMNIIN a5
1. OHIO wooceeeeeeeeeeevereenans 578,573,237 [OOSR ottt 837
42. DIST. OF COLUMBIA 54,795,921 oSOttt .805
43. OKLLAHOMA ..ocvveenee. 82,808,757 | Relillnnsninsianeee  7s
44. NEBRASKA .ooovcreernnn. 43,370,728  [RRNDNIINNNINNIIIINGS 72
45, INDIANA covievcecreenens 254,812,320  JOSetslilolelol e liadile ity .7as
46, TOWA ioeieeeieeeeiieieaas 96,414,510  [RRuQUNQRCOINNNEE 743
47. SOUTH DAKOTA ... 14,277,811  JRONONURNERNNNNNNGNSE 710
48. FLORIDA ........ . 234,706,051 : IDPNTINNNN se3
49. COLORADO 85,325,965  JRDNDNINNININICNINN  s35
50. VIRGINIA .oooiieerennee, 152,180,343  |oRtemleseiosds % 529
81, TEXAS ovecvcreereeveenenn, 421,087,525  JRONTTenTen r .438

2Cumulative total of benefits paid plus benefit reserves; as percent
of cumulative total covered payroll. Data from U.S. Department of
Labor, based on tabulations by state agencies. May not add due to
rounding.

bExcludes data for Puerto Rico.
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AVERAGE
UNDER STATE

L Ronke (i onefits 50 $50 $100 $150 $200 $250
f —
ALL STATES i $8,042,656 ' . sn4.z|s
FoALASKA e eerrseeene e 71,480 o :
L2, NEW JERSEY veinrerrrcronrenns 515 186 R R RS RR R RRR
3, BRHODE ISLAND e 67,558 | TR NNNINNN 197,98
4, PENNSYLVANIA .orenons 746 713 | SISO IRt RSN 19255
5, NEW YORK .oreeoeeieeeeesene e 059 18 | DSISTITIETNNNIIIIRRRNESE NN 166,59
B L LINGIS e 634, 617 | SIIEOTIITNRNSRNSIONRNSE 163,97
7. DIST. OF COLUMBIA ... sy 22z | BEDESGIISRERIRRNRNSSINRESR 16238
S, DELAWARE .ooveeereivarneonians 31,601 SISO 147,40
G MATIRE covioeeveseeeeesesessenseeeens 44,522 # 2 SR SNIIINNIREE 143,91
10, CALIFORNIA .enorenenns 1,062,200 | MEEISLISSISORMSTINNRIININNINGS 12082
11, MASSACHUSETTS oveeninee 275 a1 | RSSO TN 137,34
12, WEST VIRGINIA cirereaccrnenne &7 Boo | STl 135,48
12, WASHINGTON  covveeenreaenae 152,887 | DEUNOIETIETRRNNSNNR 135,04
18, MICHIGAN «oveeeeeaesrencanerncrees 424 584 | EEEEIEENINISIRRNNRRNINNNNN 13414
T, HAWALL oorriieraereersenensceee EOn RN 133,44
18, NOBRTH DAKOTA cveeeeeenn 20,574 | EEESTSERRRNRNES  125.46
1T, TOWA  creeeieeeoreeeeeeeeeesneneieannns 109,792 | EEIRIEG TSNNSO 12358
18, VERMONT 16,509 | HENEEOIIITINENTNNE  119.04
19, MOMTANA «oviceaaireerin e e 27 27z SRR 11s.00
20, MEVADA .rieereerecorsersensescnes 29,987 LSRR, 115,34
21. LOUISIANA 129,852 LR 3.8y
22. CONNECTICUT . 140, 0007 EEESAENITRTISRNRARE 1273
23, KENTUCKY ... 104,118 [ REENOTEEOESNEN  112.43
28, IDAHD ceeeeereeerretroreervensseaesanas 27,122  REOT TR 109.409
25. OREGUN .. 54,138 | IDIRUIENLRNNE 109.35 §
26. WISCOMSIN 180,798 | LTINS 108.28
27, ALABAMA oo 102,152 EEUEEGIENIIDEENNN] 10186
28, ARKANSAS  vioerscrcrsereanne 56,566 @ TTIIIRERRR  96.58
29, MINNESOTA 134,810 |EERGEEEEENOENESE 8961
30. MARYLAND 102,788 | SEREINSSEIDERSNS 8695
31, OHIO . 336 529 | CoenTillEE T ss.3t
32. MISSOURI 152,041 | ORNIERNIIGNNGENIT 8625
3%, UTAH 31 sos (CHEENLEEEISEEER 8276
24, TENNESSEE cvrviiienirerenarenee 107,831 AR 80.25
45, GEORGIA evvreercirrersensscaneess 110,458 (SRSUEESERE 7183
6. KANSAS oo eeeeirieessaners a6 173 | PACHESSTEEN s7.74
37. SOUTH CARGOLINA .. 58 672 | Al S  s7.52
36, NEW MEXICO crveereeereeneeons 20 173 PREEEESLENEE ss.is
3§, MISSISSIPRL vorirerreercenneens 39,347 | BEEE A 66.13
AG. VIRGINIA coereeirinenieessersannes 93,712 CEEOTEETER 61 68
41, COLORADC covveremcrirneneenns 52,306 @ BENENEGEEE 60.69
42, NEW HAMPSHIRE s 16,884  RENEEVEEEE 583
B3, INDIANA orvvceenreiermsseecnareense 101 802 VEERNGNESE sv.v2
44, NORTH CAROLIMA o S 57.34
AB. AFIZONA ooeomeeeeaesecnnenes SEgesEE so.89
AE., WYOMING vieerrceecneseieveneens BEEREEsEEE so.80
A7, NEBRASKA e ecvereanens BRRRS 50.05
48, SOUTH DAKOTA evernaerenns SRS 4979
89, FLORIDA . nceeeesrecneeeroneeans Seessd acaiz
S50, OKLAHOMA .ameereerceones LSS 37.84
ST, TEXAS oovevrerierccsiesrnesirasesanne LB 3312
Seurce:

AMOUNT OF NET UNEMPLOYMENT BENEFITS PAID PER COVERED WORKER

UNEMPLOYMENT COMPENSATION LAWS, 1978°

Data for 1978 from Directors of Research and Stais
state employment security agencies. Preliminory

EXHIBIT 10

dota from U.S, Department of Lebor, bosed on tabulotions

of state agencies.

et benefits said, reloted to average covered employment in 1977,

Estimared.
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Although other states may replace a higher
percentage of claimants’earnings, those benefits are
paid to a much lower proportion of the work force.
Alaska’s unemployment insurance system is directed
at a ' much broader range of workers than most other
systems. If Alaska were to adopt a benefit schedule
meeting one version of proposed federal standards,
the average contribution rate would have to triple
(from 4 percent to 12 percent) in order to support
the additional cost of the program. The point is that
increasing benefits to the level defined by federal
guidelines as adequate is an automatic sentence to
bankruptcy unless the increase is accompanied by a
tremendous reduction in the number of workers
eligible to collect benefits.

Currently, Alaska’s eligibility requirements are among
the most lenient in the nation. At least 35 statss
have eligibility requirements that would eliminate
approximately 15 percent of Alaskan claimants and
20 states would declare about 20 percent of our
claimants ineligible.

Recognition of the problem does not make it any
easier to resolve. There are many sensible arguments
for - prohibiting seasonal workers from filing for
benefits in the off season because there are serious
questions concerning the sincerity of their desire for
other work. (Paying benefits to claimants who do
not wish to work is not the intent of the
unemployment insurance system).

However, many workers who earn their wages in
seasonal work do so because it is the only form of
work- available. They would work all year if they
could, and for many of these workers, seasonal
earnings are not adequate for a full year. How does
one distinguish between a highly paid seasonal worker
not ‘wanting off-season work and a lower-paid one
sincerely wanting more work? The question becomes
more difficult to answer when no work is available
to test the sincerity of their desire to work.

Federal law prohibits discriminating against a
claimant because of earnings, so that a need test may
not be applied. Several states have a seasonality clause
in their unemployment insurance laws disallowing
out-of-season benefits to seasonal workers. This
would prevent high paid seasonal workers from
drawing benefits but would alsc penalize the claimant
who is already penalized by inability to find a year
round job.

In addition, seasonal limits are often fuzzy at best,
with many employers cutting back and starting
gradually. Times of activity vary from one year to
the next depending on the severity of the winter,
the amount of rainfall, when the first snow falls, etc.

Defining the limits of seasons is an extremely difficult
task and we have not yet found a feasible way to
separate those who abuse the system from those who
need the system. The problem is especially sensitive
because cost savings due to a reduction in weeks paid
can be translated into a reduction of benefits in the
hands of Alaskans.

Interstate Flow

Cost savings due to a reduction in interstate claims
is not such a sensitive issue because Alaskans are not
affected. The extent of interstate outflow has
already been described, but again a solution to the
problem involves more than description. In general,
interstate claimants work a shorter time, earn more
money, qualify for a higher weekly benefit amount,
and claim for a longer period than their Alaskan
counterparts. These characteristics provide a clue to
a means of reducing the magnitude of the problem.

DEVELOPING A BENEFIT PAYMENT SYSTEM

The current benefit system permits a claimant with
earnings as low as $750 and with $100 in earnings
outside the high quarter to be eligible for benefits.
in light of the minimum wage of $3.60 effective
January, 1980, only 208 hours of work would be
required to establish eligibility for benefits. That is
the equivalent of 5.2 weeks at 40 hours a week. Even
for low wage earners, the $750 minimum requirement
appears too low. A higher minimum base period
wage for eligibility would be more in keeping with
the higher wages paid in Alaska.

The secondary eligibility requirement of at least $100
earned outside the high quarter is intended to
demonstrate labor force attachment. With this type
of eligibility requirement, it is possible for a claimant
to work 13 weeks in one quarter and not be eligible
while another claimant working fewer weeks and
earning less money could be eligible as long as $100
were earned in another quarter. In some
circumstances, the timing of the wages is more
important than the amount of wages.
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Another problem with a fixed dollar amount is the
difference in the ease of meeting the requirement.
For a high wage earner with $6,000 in quarterly
wages, $100 represents less than 2 percert of the
quarterly wage while for a low wage earner with
$1,000 in the quarter, $100 represents 10 percent.

Indicating labor force attachment by hours or weeks
of work rather than as a fixed dollar value would
be as fair to low wage earners as to high. However,
changing the measure to hours or weeks of work is
not possible without two to three years of lead time
since employers do not presently report this
information to the Employment Security Division.
The next best measure of labor force attachment is
the ratio of annual to high quarter wages. A worker
earning approximately the same amount each month
all year would have a ratio of annual wages to high
quarter wages equal to four. (Annual wages are four
times the high quarter wages). A worker with wages
in only one quarter would have a ratio of one. The
range of ratios is between one and four. The higher
the number, the greater the stability of earnings.

A minimum ratio of 1.25 was required for eligibility
in Alaska during the years 195b to 1969, when the
current minimum was established. The requirement
was changed because the ratio method alone has the
potential  for disqualifying claimants despite
significant earnings outside the high guarter.

A possible solution to the potential unfairness of
applying either method alone would be to combine
the two requirements. That is, eligibility standards
could state that the lesser of a certain amount
($1,600 for example) or 20 percent of base period
earnings must be earned outside the high quarter.

Once eligibility criteria are established, the focus
turns to the benefit schedule.  Alaska's current
schedule pays one percent of base period (the first
four of the five most recently completed calendar
quarters) earnings plus $5. This works out to slightly
more than 50 percent of the average weekly wage
of the claimant as long as earnings do not exceed
$9,350.

The inadeguacy of the current maximum as well as
a recommended maximum weekly benefit amount
have already been discussed. A straight line extension
of the current schedule to pay $140 at $13,500 in
earnings is a fair and feasible solution to the perennial
problem of establishing a benefit schedule. Such a

schedule would provide more than b0 percent wage
replacement to more than 60 percent of claimants.

An alternative schedule {with four percent higher
costs) would provide greater wage replacement at the
low end of the schedule {with a minimum weekly

benefit amount of $34 as opposed to the $21
available under the current schedule} and slightly
lower wage replacement at higher levels of earnings.
The schedule would reach a maximum of $150 at
$15,5600 in earnings. This schedule also meets the
50 percent wage replacement standard.

These schedules increase the average weekly benefit
amount by approximately one third, but the cost of
the program would not necessarily increase by that
amount. The tighter eligibility requirements
described above would help hold costs down, but
much greater cost savings could be achieved by
adopting a schedule which closely links duration of
benefit eligibility to duration of employment.

A majority of states have variable duration provisions,
most of them restricting duration of benefits so that
total entitlement does not exceed a certain fraction
of a claimant’s base period earnings. For states that
determine weekly benefit amounts according to high
quarter earnings, the net result is a variation of the
use of the ratio of annual to high quarter earnings
to limit the duration of benefits. The theory is that
claimants should have a duration entitiement in
proportion to their base period work history.
Claimants with base period earnings reflecting
consistent employment would be entitled to
maximum duration of benefits, while claimants
earning wages in shorter periods of time would be
eligible for shorter duration of benefits. This type
of duration entitlement could easily be adopted for
Alaska if duration were related to the ratio of annual
wages to high quarter wages.

A claimant currently filing for benefits in Alaska is
entitled to 28 weeks of benefits if base period
earnings are $1,900 or higher. Since average potential
duration is now at 27.8 weeks (see Table 5 of the
appendix), most claimants have base period earnings
of at least $1,900. Although the current schedule
is a ‘‘variable duration” schedule, for all practical
purposes duration is fixed at 28 weeks.

Adopting an effective variable duration schedule
would cut program costs significantly. Exhibit 11
shows the financial effects of a variable duration
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schedule on claimants with benefit years ending in
1978. The shaded areas represent weeks which would
no longer be paid to claimants and the cross-hatched
areas represent weeks (in addition to those already
classified as Extended Benefit weeks) for which
Alaska would be reimbursed for haif of benetit costs.

Depending on their ratio of total earnings to high
quarter earnings, claimants could lose between zero
and eleven weeks of benefits, with the average loss
less than one week. Non-payment of these weeks
would have resulted in net savings of $1.9 million.
This effect can be viewed from both sides — loss to
claimants or reduction in costs — and it is therefore
not clear that such a change is an improvement.
However, the change is necessary in order to take
advantage of a secondary effect. That effect is the
savings due to shifting weeks from the regular
program to the Extended Benefits program (the
cross-hatched areas of Exhibit 11}). Weeks affected
would range from zero to nine, with an average of
1.84. Since Alaska is reimbursed for one half of

Extended Benefit weeks, the savings would have been
and there would have been no
corresponding loss to the claimants. Together, these
effects would have reduced benefit payments by $3.8
million, or 7 percent while reducing costs by $5.
million. Further reduction of approximately $1.2
million could have been achieved if a provisior
allowing Alaska to discontinue Extended Benefi
payments to interstate claimants (in states not paying

$3.7 million

Extended Benefits) had been in effect.

As Exhibit 11 shows, there would be some loss of
weeks paid to claimants with low ratios of total
earnings to high quarter earnings. To offset this loss,
benefits to low income claimants could be raised as
Benefit
and cost projections of this proposal are included in

in the alternative schedule described earlier.

the projections/analysis section of this report.

EXHIBIT 11

EFFECTS OF LINKING CLAIM DURATION

Duration
{Weeks)

52 -

50 -

NNNNANN AN
NNNNNNNNNNN

NN
NN

10 —

20.2% 25.2%

Percent of Claimants -

TO WORK DURATION *

Weeks No Longer
Payable

Newly Classified
Extended Benefit Weeks

NNRNNNNN
NSNS

19.3% 16.8% 11.9% 6.6%

Ratio of Base Period Earnings

to High Quarter Earnings 1.0 to 1.5

1.5 to 2.0

*Claim duration variable from 18—26 weeks. (2738 weeks
with extended bebefits.)

20 to 25 2.5 to 3.0 30to 35 35t040
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FINANCING THE SYSTEM
rease
ther
*{fﬂse‘

Additional funding is required to finance amf ner
in benefit payments. This can be accomplished eit
through increasing contribution mtes or by raising
taxable wage base. This issue as well as various mea
of assigning contribution rates have been discus
in various papers available from the ?%es:e&{g?s
Analysis Section. These topics are highly tech s%aeﬁ
and are not discussed in detail in this report.

&”EJ

&Z“k“m m

%%3/

In non-technical terms, the pmpmeé revisions o
financing provisions will correct some inequi ities built
into the present system and will allow the sysiem
to function with lower reserves. Major provisi
include:

a large ;zfe’:}fi;e:}‘g’*“w of S‘@éf‘é&%; s 9o %i{‘
associated with high-paying industries.
tax base forces the contribution ra
order to generate adequate income. |
contribution rates rather than the tax
a greater impact on low-wage industries t

s

&8

high wage industries and results
industries subsidizing the benefit costs
industries.

—  measures intended to improve he

the
response and to allow zée
program to operate with lower required rese
Inflation makes it undesirable to stockpi é
reserves which éﬁﬁé}a%%‘? decline in real worth.

countercyclical

— a revised contribution schedule with a wider
spread in rates. The current schedule causes
some employers 1o consistent
under-contribute while others consistently
contribute more than thelr unempioyment
experience requires.

In summary, the provisions will allow more precise
response to economic conditions and will improve the
equity of unemployment insurance conirib
The revisions were designed to complement
variable duration benefit system and will pro
sound financing while holding employer costs down.

PROJECTIONS/LEGISLATIVE ANALYSIS

{ast vear the actuarial unit . e Research and
lysis Section designed and implemented several

models to aid in analysis of proposed
e S"zséei enables rapid and accurate
verage payment for any given

this is es’iabhshed a second

@s’seg

ﬁ{ier three different scenarios.
%*?{ is possible to evaluate a large
benefit schedules and to assist the
of unemployment insurance legislation in
priate benefit schedules and financing

‘hibits are output from the
éﬂsiaﬁed to simulate various

the g@%?@% duration of claims, the number
§a§ earnings are the same for each
‘% t payment and tax provisions

alternative. By holding input
é; Lhé runs can be compared to
s of various proposals.

[ ‘%
r"“iﬂ

e

rstem is the basis for comparison; the

{Exhibit 17) gives changes from
ich was run under the assumption that
s%a“}f financing provisions are altered.

little change in the reserve multiple
iéé”’;é dequacy} or in the employer
Both contributions and benefits

?é are projeetions for two bills from
Exhibh 13 assumes that

zaﬁé on a committee substitute for
! (from the 1979 session). House Bill
for a maximum weekly benefit amount
180 with dependent allowances) and
sve increased the tax base to the annual
%%éﬁ%é Biil 177 would have paid a
@ 70 with dependent allowances)

at sixty percent of the average

C«‘\ sy



Aithough employer contribution rates are the same
(except in 1984) under the two proposals, the higher
tax base under HBB50 produces much higher
contributions ($544 million for HB550 versus $425
million for HB177). The higher contributions are
necessary 1o support the more liberal benefit
payment system of HB550. Benefit costs of HB550
are approximately 25 percent greater than under
HB177, amounting to a difference of $126 million
spread over six years. Both proposals would slightly
improve the adequacy of the trust fund.

House Bill 214, a bill sponsored by the Governor and
introduced in the 1979 session, is about midway
between HB177 and HB550. The bill provided for
a maximum weekly benefit amount of $140 and set
the tax base at 75 percent of the average annual wage.
Projections for HB 214 are shown in Exhibit 15 and
are compared with other proposals in Exhibit 17.

Exhibit 16 was run under the assumption that
provisions presented in this report are adopted.
Specifically, the input provisions include:

—  a benefit schedule that pays a minimum of $34
(at $1,000 in earnings) and a maximum of $150
($180 with dependent allowances) per week.

—  a duration plan which links duration of a claim
to duration of work. The plan would provide
a minimum duration of 27 weeks {including
Extended Benefits).

— a tax base set at 75 percent of the average
annual wage.

— the financing package briefly discussed in the
preceding section.

- 21 —



NOITIIW €6€ § :dIVd SEI4aNFd TVIOL
NOITIIW SOh §  HANAARY TVIOL
NOITTIW SVE€ §  :SNOLINHININOD HEXOIdWA TWI0L

§$°007 020°0 hw°lL S°€eL 6°h wUlt T°LS O0TS0°0 0920°0 00h0"0 929°0 §"8Zh'T 9e*0  000°07 h°86 9861
h°86 120°0 £°89 [ARAN Lt [2nat ¢°98 0160°0 0920°0 00H0°0 8S9:0 9°SOH‘T 6€°0 000°01 §°h6 G861
S h6 ¢Z0°0 0°L9 9759 8 h L'6 1°16 08h0°0 O0ETO"0 OLEQ"0 TEL'0 B 08E°T Zh*0  000°07 096 h861
0°96 2Z0°0  h°09 €°h9 94 $'6 [ 08h0"0 O0E€C0°0 OLED'O L9L°0  L°9S8°T SH°0 000°0T 1°26 €867
1°26 [44at 1°98 6°C9 £°h £°6 £°6h 0810°0 0EZ0'0 OLED'0 9LL°0 8 eee’T 8h°0 00001 258 28671
Z°68 020°0 h'Lh €°99 £°e g0t §°28 0150°0 0320°0 O0OOh0°0 099°0 Z2721E°T 7§80 000°0T £°99 1867
€°399 £20°0 €7€S 9709 6°C 9°6 1784 0150°0 03%20°0 00K0°0 0E9°0 £°T03°T 50 000°07 0°65 0867
HONY IV AIVY  SIIAANEE  FNNEARY ISHYAINI  GIMINOD  HIHINOD  ALVH aLvd ALVd  AUdITINN SHOVM (20444 (%) JoNvived VAL
annd LS00 L0l TVLOL (o/eG) HAXOTINE HAXOTING  XVD XV Xyl  AMHSIY  HTEYXVI dOVH 45v4 annd
TYNId  LTAHNAE a1 MWLoL XV W NIW  HOVHAAY EVECS GO ¢4 TYLLINT

(A4I0N HSIMIAHIO SSHTINN SNOI'TIIW NI RYY SHYTI00) INALN0 THAON

‘YAAO QNV VAM ST$ IV SHM 8 OF VEM 81F IV SHM Wl SLIAENAG H7INOHM A0 NOIIVINd IVIINALOd

‘0SS08¢ SINVWIVIO BLET NO (ESVH ININAVA HOVHAAY

"08¢ WAWIXYH *INAGNSIEA H3d 01% SAINVYMOTTY INZANAIZd

TOSLE IV BLE VM WINININ
"00S 8¢ IV 068 VEM WINIXYW -SII4aNd9

CAIVY TVIOL A0 o/ »9T XTAIYWIXONAAV SAIVY AUX0TIWA

CAIIILINN AMISHY NO SANHZIAd FINAAHIE ALYH  "HOVH SAIVH 0T HIIM SHINAHHOS OV 4IVH XV

CO00°0TY IV QAXId CHSVE XvL -ONIODNVNIA

WALSKS INHYUND

[ARAE:88:) €]

-2 —



NOITIIN 0€9 § :QIVd SIIJANAL TVIOL
NOITTIIW SLS § ‘:ENNIARY TVIOL
NOITTIIW nhS §  SNOIINGTHINGD MAXOIdWE 1VIOL

6°LhT TE0*0  hwHIT 9°0h1 1°9 h°1e T°€17 08h0*0 O0EZ0'0 OLED0 +HLL'O  9°LS0°E LLT0  00L°HZ  L°TZY 9861
Lt1zt €€0°0 ¢°60T [AR:TA T°s 9°61 §°e0t 08h0°0 0€Z0°0 O0LEO"O SIL*O 0°86L°Z LL*0  ooL'eT 97207 G867
9°20T S€0°0 E°LOT LT 9 h 6°LT 9" h6 08h0°0 0EZ0'0 OLEO'O LOL°O  Z2'9SS5°Z LL"O ooL‘zz  8°Z6 861
8°26 SE0°0 L°96 6°901 T h w9t h°98 08h0"0 O0€Z0'0 OLEO"0 889°0 6°SEE°Z LL*0  oOL*TZ  9°¢8 €867
9°¢8 SE0°0 8°68 L LB L€ 611 0°6L 08h0'0 O0EZO°0 OLEO'D 089°0 9°SEI1‘Z LL°0  006°0Z LThi 2861
L hl €€0°0 8°SL ¢ hg €°¢ STET h°LS 0T50°0 0920°0 O00HO'O0 099°0 6°589°T 99°0 000°ST €°99 1867
€'99 €20°0 E°ES 9°09 6°2 9°6 1°84% 0TS0°0 0920°0 00HO'0 0€9°C €°T0Z°1 2S'0  000°0T 0°6S 0867
HONYIVE ALV SITAINHE HNNIARY JSHHAINI  QIYLNOOD QIHLNOO  AIVH arvd vy FAUILINN  SIIVM OILvY (£ HdONVIVE  YvaX
annd 1500 TVLOL TVL0L (o/°S)  HHXOIIWE HAXOTIWY  XV.I XvZ XvI  AANESHY  AT78VXV.L VM Aasvea annd
TYNId  II4A4NA4 TV LOL TYL0L XVW NIW  HOVHAAY ATAVXVL XV TYILINT

(G400 ASTMHEHIO SSHTINN SNOITIIW NI HYV S4V1700) INdINo 1A40N

*SYAAM 8T SIIAANGE HYINHEY 40 NOILYENA TVIINZLOd

*98 821§ SINVWNIVID 8L6T NO QASVE INAWIYVd ZOVHRAY

*ZV IIGIHXA SV AWYS HONVMOTTY INAANAAAA

‘0SLE IV SEY VAM WIHINIW
*000°21¢ IV 0SI§ :VeaM WINIXVH -SIIAFN34

‘gl LIIHXH SV AWYS *ALIVd XV

*YALAY ANV T86T FIVM TVANNY FOVHAAY 40 o/ 00T

*186T FOVM TVNNNY FOVHIAY A0 of oSL *ASVE XVI -ONIOJNVNIA

FYNIVISIOAT 8L6T 0SS 7T71I4 ASNOH ¥04 HINIIISANS IALLIARNOD
€Y JII4IHXA

- 23 —



NOITIIWN +w0S § 3QIVd SILI43NAd TVIO0L
NOITIIN €€S ¢ ‘aNNIAZY TVIOL
ROITIIN SZTh § ‘:SNOIINAININOD ¥AX01dWA TVIOL

1821 §20°0 9°16 T°L0T h's A1 §°68 08%0°0 O0E£Z0°0 O0LEO'0 T169°0 T1°01e‘C 85°0  008°wl  9°8CT 9861
9°801 9z0°'0 §°L8 6°L6 6°h 8 h1 ¢ 8L 08%0°0 0€Z0°0 OLED'0 H89°0 6°€I1°C 85°0  00Z°hT ¢'86 G861
2786 8200 6°G8 1°L6 a'h 6T 2 LL 015070 0920°0 O0O0W0'0 H©99°0 T'1€6°% 850 009°¢€T 1°L8 h861
1°L8 820°0 S°LL 8°18 T°h LAt £°59 0BH0'0 O0€£Z0'0 0LED'O 069°0 8°H9L°T 8G°0 000°tT 8728 €861
8°¢8 820°0 6°TL 0°SL 0'h €1t L7868 08100 0EZ0°0 0LE0°0 9ZL°0 G €T9°T 86°0 00S°¢T L°6L 28671
L 6L 9¢0°C 8709 T hL £°¢€ 811 0°6S 0TS0°0 0920°0 00KO°O 09970 2 9Lh‘T 85°0 000°2% £°99 1861
£°99 €200 €°€S 9°09 6°C 96 T°8h 0150°0 0920°0 00K0'0 0£9°0  €°703°T Z8°0  000°0T 06§ 0867
HONYIvE AIVY SIIJANAE  HONAARY ISHYAINI  GININOOD dIHINOD &IV aLvy aLvy  HMILIIN SHIVM OIIvd (€3] JONVIVd  HVAX
annd I500 TYLOL WIL0L (o/e8)  HHIXOTINT ¥IXOMWE  XVL Xvr XyZ  AAASIH  ATIGVXVI HOVM ASve annd
TVHIZ  STJENFE MWLOL WLOL XVHW NIW  HOVHANY q14VXYL XVI TYIIINT
(QHION FSTMIEHLIO SSATNA SNOITIIN NI HYY SHYTI0Q) LAdIN0 TIAON

*SHHAM 8T SIIAANAY ¥YINHIY 40 NOILVHNA TYIINILOd
22° €018 SINVAIVIO 8L6T NO (4SVE INIWAYI FOVILAY
*09% A0 WAWIXYW *INIANZIAQ ¥Ad 01F AINVMOTTY LNIINZdAd
*00T“T¢ IV Th$ VEM WIWNINIW
*000°LE IV 01T VEM WIWIXVA -SII43N74
'V ITAIHXE SV AWVS dIvd XYL
YEIAY ANV T86T HDVM TVANNY FOVHAAY J0 o/ 209 HSVE XV -ONIONVNIL

FENIVISIOAT 6L6T *LLT T7II4 ASNOH 404 AINLILSHANS HATLIAWOI
H1l LIAIHXH

— 24 —



NOITIIN ThS § :QIVd SII49N39 VIO
NOITIIN L8S $§ ‘HNNAATH TVIOL
NOI'TIIN OL% § :SNOIINQIYINOD HAXOIdWA TYI0L

L ERT LZ0°0 °86 1eeet 0°s §°81 9°L6 08h0°0 0€Z0°0 OLE0"0 2Z9L°0 T 8£9°2 98°0 005°8T  8°6TI 9867
87671 820°0 8°€6 €111 1S 6°91 €768 08%0°0 0€Z0°0 O0LEO'0 ZIL*0 Z°wlh'Z 99°0 00L*LT €°207 G861
€°¢01 0€0°0 226 L1071 9 h w61 9°18 08H0°0 0€Z0°0 O0LEO"O LOL'0  9°S02°C 99°0 000°LT 8°28 H86T
8°¢6 0€0°0 T°¢€8 8°26 Z'h T 4T 9°hL 08h0°0 0EZ0"0 O0LED"O 269°0- 6°G10°2 99°0 00€*9T 0°¢€8 €861
0°¢8 0£0°0 T LL 8 Hh8 g ¢ 6°¢CT 2°89 08h0°0 OECZ0°0 OLEO0 989°0C L*ZTHB°T 990 009°ST €°6L 28671
£°SL 820°0 2769 ¢ hl €°¢ 8°11 0°6§ 0150°0 0820°0 O00H0°0 099°0 Z°9Lh*T 85°0 000°ZT €°99 18671
£°99 €20°0 €°€S 9709 6°¢ 9°6 1°8h 0TS0°0 0S20°0 00H0°0 0£9°0 £°102°7 ¢S50 000°0T 0°6S ° 08671
HONYIVE AIVY  SIT48NAd HNNIATY ISHYAINI  GIHIN0O dININCD ALV vy ALvd  AIdILIIN  SHHVAM OLLvY (%) AONYIVd HVHEX
annd LS00 TYL0L V10T (o/e5) HAX0TdWA HAXOTdNA  XViD XV XVl AAMISHY  HIGVXVI VM asvd annd
TYNId  TTAANHE TVLOL WLOL XVH NIWN  JoOVHaAY A1GYXYL  XVI TILINI
(QATON FSIMIIHIO SSHINN SNOITIIWN NI FHV SHYTION) INdIN0 T3A0H

AHNIYVISTOAT 6161

“SHHAM 8T SIIAFNRG HVINOHY 40 NOILVANG TVIINALOd
“69°0TI8 :SINVAIVIO 8L6T NO QASYVE INIWAVL FOVHAAY
“HANON HONYMOTTV INIANAdAd
‘00T T$ IV Zh$ VM WAWINIW
*000°81¢ IV OhT$ VEM WINIXVAW
‘¢l LIHIHXE SV AWYS *4IVH XVI

‘YALIY ANV T86T HHVM TVANNY HOVHHAVY 40 of oSL
*186T FOVM TVNNNY FOVHAAY J0 o/ <09 3SVq XVI

‘w12 7714 HSAOH

ST JI4IHXd

-SLIAANEE

-ONIONYNIA

— 25 —



NOITIIN €2 § G:NOIZVYNA J18VIYVA OL 3Nd SONIAVS 84
NOITIIN LE€S § :QIVd SII4ANAd TV.IOL

NOITIIWN 29S8 § ‘ANNATY TVIOL

NOITIIW Le® § :SNOIINHININOD HHXOTdWE TVIOL

8'ghl 9Z0°0 0°€6 6911 1°9 1°1e L°68 #hS0°0 9ET0°0 OHEO"0 SLL'0  2°8£9°C 99°0 00S°8T 67121 9867
6°127 L20°0 8°88 LAt 0°s €67 T°L8 ZL50°0 0ST0°0 192070 16970 ZThIn'e 99°0 00L*LT £°66 8671
£°66 620°0  €°L8 w101 Eh 9 LY §°6L §950°0 9STO'0 T9E0°0 6HITO  9°S0TC 3930 000°LT T°G8 h86 T
1°68 820°0 L 8L 0°¢8 T h T°ht 6°€3 T0S0°0 €€10°0 LIE0'0 188°0 §°610°C 930 00€°9T  L°'18 €861
L°18 620°0 07€L 0°3L 6°€ 6721 276§ T8S0°0 €ST0°0 L9E0"0 LIL°O S'€19°1 8G°0 005°27 L°8L 867
L 8L L2006 L°19 T 48 £'e €°E1 §°LS 0150°0 I8T0°0 0BE0°0 09970 C°9Lh*T 8570 00027 £°99 1861
€°99 £C0°0  ETES 9709 6°¢ 9°6 184 0TS0°C 0920°0 0OHO™0 0€9°0  £°102°7T 2570 000°0T  0°6S 0867
HONY'IVE AIVH  SITAANAE  AANFARY ISTYAILNT  4I4LNOO AININOD ALV ALY vy AUdIZIIN  SIOVAM 01LvH (%) AONYIVE  UVHX
annd Z500 TWL0L TWLOL (o/08) HHX0TdWd JHXOTdRE  XVd XV.L XYL AAMASHH  HIAVXVD AOYM asvd annd
IYNIS  LIAANAE TV.I0L TVL0L XVH NIN  HOVHAAY A18VXVE XV TWILINT
(QAI0N ASIMYFHIO SSHINN SNOITIIW NI F¥Y SHVIIOU) LAIIN0 TIAON

"SONINYVE ¥AINVND HOIH 0L
SONINNVA TVANNY A0 OLIVH NO HNIANILAQ SHAIM 8C-8T7 HATAVINVA :SITJAHNAE AYINOHY 40 NOILVINQ TV IINALOd
CLTTELYS SINVHIVID 86T NO QASVH INAWAVL AOVHAAY
“CV LIHIEXA SV AWYS HONVMOTIV INAGNIdAA
T000°T¢ IV nEF VEM WININIW
‘005 °STE IV 0S1$ VHM WINIXVHW
*XVI ADVHANY TVIOL A0 o/ 81 O dASVHYONI XYI HAXOTIWA FHVHAAY
*HOT 004 SI aNNd AT XVI XONZATOS SN1d *AIvH ZOVYIAY WOHAd AINDISSY
SAIVY XINAME SAIVH ISOO FOVHAAY UVAX FAYHI ISvVd OF TvnDd CINIWNHAIEA HIVY TVNNNY HOVHAAY AIVY XVZ
‘YALLY NV 86T FOVM TVANNY HOVHAAY A0 of oSL
*ZB6T UGNV 1881 ZOVM IVAINNY HOVHAAY A0 o/ <09 4SVE XVI

FYNIVISTOET 08871 ‘NOILYANAWWOIAL

91 ZILIHXA

S I TAANAd

~ONIONVNIE

— 76 —



Exhibit 17

A Comparison of Various Unemployment Insurance Proposals Through 1986
(Percent Changes are Change From Current Law)

Employer
Contributions
Less Change in Employee
Benefits Percent Trust Fund Percent Contributions Percent of Tc
Proposal {(Millions) Change {Millions) Change (Millions) Contributions
Current Law  $393 - $281.8 — $61.6 16
HB 550 630 60.3 462.2 64.1 103.7 16
HB 177 504 28.2 367.2 30.3 81.9 16
HB 214 541 37.7 392.6 39.3 89.6 16
Actuary Recom- ,
mendation $537 36.6 $355.5 26.9 $98.3 18

Exhibit 17 shows that HB550 provides the greatest
increase in benefits and has the highest cost of the
four proposals. HB177 provides the smailest increase
in benefits, yet is not the least costly alternative. The
least costly alternative is the proposal presented in
this report. At first glance, it may appear that the
proposal promises something for nothing — how can
benefits increase by 36.6 percent while costs increase
by only 26.9 percent?

Part of savings to employers are due to the increased
share of costs picked up by employees {the employee
share increases from 16 percent to 18 percent under
the recommended alternative) but the primary reason
for lower program costs is the variable duration plan.
By shifting weeks from the regular program to the
Extended Benefits program, the state is reimbursed
(from federal funds) for half the cost of all weeks
shifted. Over the six vyear projection period,
previously unreimbursed Extended Benefit payments
are expected to total more than $50 million.

The proposal ciearly has cost advantages, but it does
not give something for nothing. As previously stated,
the cost advantages can be realized only by
shortening the potential duration of some claimants.
Although the shortened duration is offset by
increased weekly benefit amounts, it is possible for
some claimants to receive lower total benefit
payments. It is important to note that claimants
affected would be those with lower ratios of base
period wages to high quarter wages; that is, those
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who have not demonstrated strong attachment to the
labor force. Furthermore, minimum duration would
be 27 weeks, or slightly more than six months, and
Exhibit 17 shows that, in general, claimants are better
off under the variable duration plan. The point is
that employer savings due to factors like increased
employee contributions and lower potential duration
for some claimants are small relative to the “‘free”
money which would be reimbursed from federal
funds.

Even this “free’”” money is not something for nothing.
The preceding analysis assumes that Alaska continues
to participate in the Extended Benefits program.
Although historical rates dip below the trigger level
(five percent) only in the fourth quarter of 1974
(when the trans-Alaska pipeline began) and the
current rate of 6.5 percent is the lowest rate since
peak pipeline activity in 1976, there is no guarantee
that Alaska will always be triggered on Extended
Benefits. A change in policy, definitions, or
economic conditions could cause Alaska to trigger off
the Extended Benefits program. Should this occur,
the "“free”” money would no longer be available, but
the state would save an equal amount and required
contributions would decrease. Although the variable
duration plan has potential for curbing employer
costs, it should not be adopted on this basis alone.
The plan must (and can) stand on its own merit as
an equitable means of increasing benefits in a way
that employers can afford. It is a system designed
specifically for Alaska’s economy.






Appendix



COVERAGE PROVISIONS

OF THE ALASKA EMPLOYMENT SECURITY ACT, 1937-1979

April 2, 1937

July 1, 1945

March 20, 1947

March 31, 1947

March 17, 1959

April 17, 1961

Jan. 1, 1972

Jan. 1, 1972

April 1, 1977

Jan. 1, 1978

Alaska Employment Security Law enacted. Employers liable for taxes are
those with eight of more employees in twenty weeks of the year. The
following types of employment are excluded from coverage: agriculture,
domestic service, officers and crews on vessels, service performed by a parent,
spouse, or child under 21, government, non-profit organizations, and those
covered under a federal unemployment program. Employers not subject to
the Law may elect coverage with permission of the Commission. Ch. 4, ESLA
1937

Coverage extended to employers of one or more persons at any time: ~Ch.
7, SLA 1945

List of excluded services extended. Additional exclusions include newsboys
and students. Any employment liable for a tax under the FUTA will be
autornatically covered under the state U.l law. Ch. 48, SLA 1947
Fishermen excluded from coverage. Ch. 94, SLA 1947

Employees in finance, insurance, and real estate paid on a commission basis
are excluded from coverage. Ch. 46, SLA 1959

Faculty of non-profit universities excluded. Ch. 108, SLA 1961
Coverage made mandatory for employees of non-profit organizations, state
hospitals, and institutes of higher educations employing four or more in twenty
weeks of the vear. These employers are allowed to elect coverage on a
reimbursable basis. Reimbursable financing also made available, by election,
to any political subdivision. Ch. 94, SLA 1971

Fishermen covered. Ch. 94, SLA 1971

Fishermen earning wages on a share-basis excluded from coverage. Ch. 122,
SLA 1977

Coverage made mandatory for most employees of the state and local
governments.

Coverage also extended to certain domestic and agricultural workers. Ch.
122, SLA 1977

— 28 —



FINANCING PROVISIONS

OF THE ALASKA EMPLOYMENT SECURITY ACT, 1937-1979

April 2, 1937

Jan. 1, 1938

March 26, 1941

June 30, 1947

Jan. 1, 19565

April 4, 1957

March 30, 1960

Oct. 1, 1960

Jan. 1, 1974

All wages paid to employees covered under the law are assessed a uniform
tax of 1.8%. Ch. 4, ESLA 1937

Uniform tax raised to 2.7% of total covered wages. Ch. 4, ESLA 1937

Taxable wages limited to first $3,000 of wages paid to an employee. Ch.
40, SLA 1941

Credits against the tax are availabie to qualified employers if a fund surplus
exists. The credit is based on the individual employer’s annual payroll decline.
Ch. 74, SLA 1947

Tax base increased to first $3,600 of wages. An employee tax of .5% is
also assessed. Employer tax credit is eliminated. Ch. 5, ESLA 1955

Tax base increased to first $4,200 of wages. Ch. 169, SLA 1957

Uniform employer tax raised to 2.9%. Uniform employee tax raised to .6%.
Tax base increased to $7,200. Ch. 60, SLA 1960

individual employer and employee tax rates made variable depending on
quarterly payroll declines of employer. ' Employer tax rates range from 1.5%
to 4.0% with an average tax rate of 2.9%. Employee tax rates range from
3% to .9% averaging .65%. Ch. 60, SLA 1960

Employee tax made uniform and employer tax left variable. Tax base raised
to $10,000. There are ten alternative tax rate schedules with the appropriate
schedule determined by the “reserve multiple’” which measures the ability of
the fund to meet potential benefit payments. Ch. 43, SLA 1973
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BENEFIT PROVISIONS

OF THE ALASKA EMPLOYMENT SECURITY ACT, 1937-1979

April 2, 1937

Jan. 17, 1939

Oct. 1, 1946

July 1, 1949

July 1, 1951

July 1, 1953

July 1, 1953

July 3, 1955

March 30, 1960

July 1, 1966
July 1, 1969

Jan. 29, 1871

Jan. 1, 1972

July 1, 1973

Benefits first made pavable Jan. 1, 1938. Minimum payment——$5;
maximum——315.  WBA (Weekly Benefit Amount) set at 50% of full time
weekly wage. Total benefit payments not to exceed 16 X WBA. Ch. 4,
ESLA 1937

Minimum payment——$5: maximum~—$16. WBA set at 1/20 of high quarter
wages. Total benefit payments not to exceed either 16 X WBA or 1/3 of
base vear earnings. Ch. I, SLA 1959

Minimum payment——3$8; maximum——$25. Maximum reduced to $20 if the
fund balance is less than $2 million on January 1. Total benefit payments
not to exceed either 25 X WEBA or 1/3 of base year wages except that any
eligible claimant is entitled to at least 8 X WBA. Ch. 32, ESLA 1946

WBA is increased by 20% for each dependent of the claimant up to three.
Ch. 25, SLA 1949

Minimum payment——8$8; maximum——$3C. Ch. 11, SLA 1951

Minimum payment——3$8; maximum——$35. WBA now based on total wages
earned in base year. Total benefit payments limited to 26 X WBA for most
claimants. Ch. 99, SLA 1953

WBA is increased by 20% for each dependent of the claimant up to five.
Ch. 125, SLA 1953

Minimum payment—3$10; maximum——$45. Maximum limited to $25 for
claimants residing outside the Territory. WBA is increased by $5 for each
dependent of the claimant up to five. Claimants or their dependents who

are residing outside the Territory are disqualified for the dependency
allowance. Ch. 5, ESLA 71955

Masximum WBRA for interstate claimants reduced to $20. Ch. 60, SLA 1960

Minimum payment—-—

$10: maximum——$55. Total benefit payments limited
to 28 A WBA for most

<t claimants, Ch. 112, SLA 1966

Minimum payment——$18; maximum——$60. Ch. 106, SLA 1969

e
ol

Depending on the level of the national and state unemployment rates, benefit
payments may be extended. Extended benefit payments not to exceed one
half of total benefits available under the regular program. Ch. 1, SLA 1971

Discrimination against non-resident claimants is ended. Ch. 106, SLA 1971

19; maximum——=390. Dependency allowance set at
p to three, Ch. 43, 5LA 1973




QUALIFYING PROVISIONS

OF THE ALASKA EMPLOYMENT SECURITY ACT, 1937-1979

April 2, 1937

Jan. 17, 1939

March 26, 1941

July 1, 1945

Oct. 1, 1946
June 30, 1947

July 1, 1953

July 3, 1955

April 4, 1957

April 7, 1962

July 1, 1969

Jan. 1, 1972

To qualify for benefits, a claimant must have: 1) been unemployed in two
of the last thirteen weeks preceding claim, 2) have wages in the first three
of the last four calendar quarters totaling more than sixteen times his Weekly
Benefit Amount (WBA), and 3) be ready and able to work. If he quit his
last employment without good cause, he is disqualified for five additional
weeks. Ch. 4, ESLA 1937

Total wages in base year must equal or exceed twenty-five times the WBA.
Ch. 1, SLA 1939

Claimant must have been unemployed for two weeks in his benefit year
including the week in which his claim was filed. Ch. 40, SLA 1941

Women are disqualified during the last two months of pregnancy and the
month following pregnancy. Ch. 50, SLA 1945

Minimum required wages in base year set at $150. Ch. 32, SLA 1946
Waiting period reduced to one week. Ch. 74, SLA 1947

Minimum wage requirement set at $300. Seasonal workers are disqualified
for benefits for unemployment not occurring during their regular working
season. Ch. 99, SLA 1953

Minimum wage requirement set at $450 or 1 1/4 times high quarter wages.
Women are disqualified until they subsequently earn $120 if they leave work
to 1) get married, 2) live with husband, or 3) due to pregnancy. Any week
of unemployment due to a labor dispute is disqualified. A claimant found
guilty of fraud is disqualified for twenty-six weeks. Ch. 5, ESLA 1955

Minimum wage requirement set at $500 or 1 1/4 times high quarter wages.
Ch. 169, SLA 1957

Claimants are not disqualified while attending a training course to improve
their skills. Ch. 63, SLA 1962

Minimum wage requirement set at $750, $100 of which must have been earned
outside the quarter with the highest wages. Ch. 106, SLA 1969

Women no longer disqualified during pregnancy. Ch. 106, SLA 1971
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FOOTNOTES TO TABLE 1

A/
B/

Includes $13,378.00 payments to Railroad Retirement Fund.

Includes loans of $1,000.00 each to Serviceman's Readjustment Allowance Fund in 1944
and 1945,

Includes return of $2,000.00 loaned to Serviceman's Readjustment Allowance Fund.
Includes loans of $3,000,000.00 from the Federal Unemployment Account and $1,800,000.00
from the General Fund of the Territory in 1955.

Loans from the Federal Unemployment Account in 1957, 1958 and 1960.

Loan balance reduced $167,560.47 by FUTA credits applied.

Loan balance reduced $301,538.07 by FUTA credits applied.

Loan balance reduced $211,516.13 by FUTA credits applied.

Loan balance reduced $196,207.44 by FUTA credits applied.

Includes $90,434.98 excess TUC recoveries iransferred to the Trust Fund Account.
Loan balance reduced $211,069.53 by FUTA credits applied.

Includes $6,848.07 excess TUC recoveries transferred to the Trust Fund Account and
$3,712,355.12 loan installment payment.

Loan balance reduced $269,017.89 by FUTA credits applied and $3,712,355.12 by
instaliment payment.

Includes $20,000.00 withdrawa! for Title IX and $3,690,233.44 final loan installment
payment.

Loan balance paid in full by $5,501.91 FUTA credits applied and $3,690,233.44 instaliment
payment.

Includes $2,566.10 excess TUC recoveries transferred to the Trust Fund Account, $2,926.80
reimbursement of Title IX Funds and $34,587.75 withdrawal for Title IX.

Includes $30.31 excess TUC recoveries transferred to the Trust Fund Account, $4,390.20
reimbursment of Title IX Funds and $64,720.81 interest and penalty on delinquent
contributions transferred to the Training and Building Fund (Chapter 106 SLA 1969).
Includes $20.30 excess TUC recoveries transferred to the Trust Fund Account, $2,926.80
reimbursement of Title IX Funds, $441,142.50 reimbursement for Federal share of Extended
Benefits, $56,147.34 interest and penalty on delinquent contributions transferred to the
Training and Building Fund (Chapter 106 SLA 1969), $1,045,892.00 Extended Benefit
payments (50 percent reimbursable by Federal Government) and $175,707.50 which equals
the 50 percent reimbursable Federal share of regular benefits (referred to as Week 27 and
28 payments),

Includes receipts of: $483,444.50 for Extended Benefit reimbursements, $1,050,626.83 for
TUC reimbursements and $3,170.70 for Title IX reimbursements. Includes payments of
$145,894.00 Federal share of Extended Benefit, $102,529.00 Federal share of regular
benefits, $1,445,953.00 TUC payments and $64,837.74 transferred to the Training and
Building Fund.

Includes receipts of $772,918.17 for TUC, $3,414.60 Title 1X, $43,130.00 Extended Benefit
overpayment recoveries and $131,201.40 from state reimbursable accounts. Includes
payments of $20,520.50 refunds to Federal government for Extended Benefit advances;
$377,651.00 TUC, $136,856.52 payments of state reimbursable benefits and $80,838.94
transfers to the Training and Building Fund.

Includes receipts of $137,031.50 for Extended Benefits, $4,146.30 Title 1X, $298.00 refund
of TUC overpayments and $361,869.21 from state reimbursable accounts. Includes payments
of $85,400.50 for Extended Benefits, $51,746.00 for Federal share of regular benefits,
$214.00 refund for excess TUC reimbursements, $517,663.47 payments of state reimbursable
benefits and $87,626.66 transferred to the Training and Building Fund.
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Includes receipts of $1,315,962.00 for Extended Benefits, $343,000.00 FSB, $106 refund
of TUC overpayments, and $378,466.78 from state reimbursable accounts. Includes payments
of $1,090,785.50 Extended Benefits, $1,110,987.00 FSB, $527,978.33 payments of state
reimbursable benefits and $170,042.18 transfers to the Training and Building Fund.
Includes receipts of $4,939,351.68 Extended Benefits, $255,183.82 FSB, $244,124.77
transfer from Training and Building Fund and $434,481.88 from state reimbursable accounts.
Includes payments of $231,219.51 Federal share of regular benefits, $2,085,648.00 Extended
Benefits, $2,896,701.00 FSB, $694,516.89 payments of state reimbursable benefits and
$199,598.85 transfers to the Training and Building Fund.

Includes receipts of $6,212,000.00 Extended Benefits, $3,489,000.00 FSB, and $434,481.88
from state reimbursable accounts. Includes payments of $4,5672,116.00 Federal share of
Extended Benefits, $538,623.00 Federal share of regular benefits, $3,169,040.00 FSB,
$250,326.32 transfers to the Training and Building Fund and $820,347.17 for state
reimbursable benefits.

Includes receipts of $5,645,500.00 for Extended Benefits, $669,182.04 from state
reimbursable accounts plus a $2,125.93 ledger adjustment. Includes payments of
$5,257,701.90 Federal share of Extended Benefits, $658,214,60 Federal share of regular
benefits, $299,504.60 FSB, $1,065,739.98 for state reimbursable benefits and $312,284.49
transfers to the Training and Building Fund.
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ABSTRACT
UNEMPLOYMENT INSURANCE ACTUARIAL STUDY AND FINANCIAL HANDBOOK

The study is published in accordance with Chapter 43 SLA 1973. It contains a short
description of the current unemployment insurance program touching briefly on coverage,
contributions, benefits, and the trust fund. Historical points of interest, particularly as
they relate to the current situation, are reported as well.

The basic problems of seasonality, interstate claimants, high wages, and benefit adequacy
are introduced and addressed. The development of a benefit system with variable duration
of benefits is discussed along with financing provisions to fund such a system. The financing
provisions also include measures that would increase the equity of the contribution system.

The current benefit system is projected for seven years and comparisons are made with
three bills that were introduced in the legislature and with the recommendation contained
in the actuarial study. Four pages of major changes in the Employment Security Act
are provided to help the reader follow the growth of the unemployment insurance system.
In addition, eighteen exhibits are provided in the text to help clarify points of importance
or interest and twenty-four tables in the appendix provide more detailed information.
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