MINUTES OF THE MEETING
EDUCATION SUBCOMMITTEE
50TH LEGISLATIVE SESSION

February 12, 1987

The meeting of the Education Subcommittee was called to
order by Chairman Dennis Nathe at 8:05 a.m. on Thursday,
February 12, 1987 in Room 104 of the State Capitol.

ROLL CALL: All members were present with Representative
Iverson arriving late. Also present were Jane Hamman and
Dori Nielson, LFA; Sib Clack of OBPP; and Denise Thompson,
secretary.

Representative Dorothy Bradley, District #75, Bozeman, spoke
in support of the concept of the Educational Training
Accounts. She felt it was a very good and timely idea for
the committee to take into consideration. It is an incen-
tive to people and gives some financial backup for continued
education.

Mr. Bob Frazer representing the Priorities for People
presented a request for a committee bill regarding the
educational training accounts (Exhibit 1). These accounts
are modeled after Individual Retirement Accounts (IRA).
They are designed to promote monetary savings which can be
used by an individual or family member for further educa-
tional training. Specific provisions outlining educational
training accounts were explained wusing Exhibit 1. The
accounts have the potential to assist in broadening educa-
tional opportunities in a time of fiscal restraint. They
provide the possibility to not only allow access to contin-
ued education, but can additionally give the state of
Montana the needed edge by expanding educational opportunity
to its citizenry.

Jamie Zink, Associated Students of Montana State University,
supported the proposal. The adoption of the proposal is a
positive step. She stated there are a lot of
non-traditional students now in education and it is harder
for them to deal with the budget cuts, difficult to move to
a different school, harder for them to pay for school if
student aid 1is cut, or without fee waivers, and it 1is
tougher for them to get into school if there are admission
standards. This program would help them get to school where
otherwise they probably wouldn't be able to.

(1:A:11.32) William Tietz, President of Montana State
University, spoke in favor of the bill saying it was a
mechanism to help the private sector meet the rising costs
of education at all levels.



Education Subcommittee
February 12, 1987
2

Representative Winslow also spoke in favor of the proposal;
this is a creative way to encourage investment in education.
It is a terrific idea that needs to be looked at.

Carroll Krause, Commissioner of Higher Education, spoke in
support of the proposal. The exemption of the the accounts
from taxes would be a benefit to the people who are trying
to establish these types of accounts.

This would be a possible committee bill. Representative
Peck stated he felt these accounts are very similar to ones
that already exist. Mr. Frazer said he was addressing

expanding the concept of the accounts beyond what already
exists.

Representative Peck asked what the impact would be on state
income. He also expressed concern with the policing of the
program and the possible abuse of the program. Mr. Frazer
stated that he would be willing to spend time with the
legislative council in order to draft something that would
be satisfactory with the committee. Senator Hammond also
expressed some concerns. Mr. Frazer stated that some lan-
guage could be inserted in the bill to address areas of
concern.

Senator Jergeson stated that this is more of a taxation bill
than an appropriations bill.

(1:A:25.44) Representative Peck moved the subcommittee
recommend to the full committee this concept. The question
was called. The motion CARRIED unanimously.

AGRICULTURAL EXPERIMENT STATION - EXECUTIVE ACTION

Representative Nathe turned the chair over to Vice Chairman
Senator Jacobson.

Jane Hamman reviewed the handouts regarding the agricultural
experiment station (Attachment 1,2,3)

Main Station Program: Under expenditure issue #1, the
difference between the executive and current 1level was
$120,321.The committee approved the 242.0 FTE in current
level, and eliminate 4 percent vacancy savings from faculty,
for an actual cost increase of $131,882., (Attachment 1).

(1:A:29.06) Senator Jacobson stated it was her motion and
her intention was to use the LFA current level in personal
services, and to eliminate the 4 percent from the faculty
salary, for the $131,882 adjustment. Jane Hamman referred
to the handout entitled "Montana Agricultural Experiment
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Station, Main Station." The bottom line shows a $408,882
general fund increase.

U.S. Range Laboratory: On the number of FTE and the
personal services, the motion was to accept the $40,954
increase in state special revenue and the increase in FTE
related to that was 20.14 FTE, although the motion rounded
it off to 20. Representative Peck stated that was Jjust a
round number and the exact number should be used. (Attach-
ment 2)

ADMINISTRATIVE CONSOLIDATION OF THE AGRICULTURAL EXPERIMENT
STATION AND COOPERATIVE EXTENSION SERVICE

Jane Hamman reviewed the handout on the consolidation
proposal AES/CES (Attachment 3). She explained which
positions belonged to the Agricultural Experiment Station
and which were the Cooperative Extension Service positions.
She also reviewed the LFA proposal and the agency proposal.

(1:A:40:00) President William Tietz, Montana State Univer-
sity, gave a brief history of the proposed consolidation of
the two units. He explained that the university has had a
continuing evaluation of programs for the last ten years.

He stated that through this process they tried to consoli-
date their administrative 1lines to free up dollars for
programmatic application.

They therefore, have tried to decrease the obligations to a
core for the function of their institution.

Some of the programs are single person programs. He stated
that there is a problem of juggling funds between federal
obligations, county obligations, and state obligations.

(1l:A:46.55) One concern with the fiscal analyst's appraisal
of the situation is, in the case of Dr. Hoffman's, a removal
of this position from the extension service. This was a
management decision. They did eliminate a vice president at
Montana State University. The purpose was to create dollars
to better serve the people of the state. If they lose every
retirement, there will be no incentive to encourage anyone
to retire.

(1:B:2.35) Dr. Leroy Luft, Acting Director of the Coopera-
tive Extension Service, presented a revised organizational
chart to the committee (Exhibit 2). They have taken out the
on-campus teaching component and expressed a desire to deal
strictly with the extension and experiment station compo-
nent. He referred to the LFA comments on the reorganiza-
tion. He stated they do have the director and the associate
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director for each organization. He stated they have elimi-
nated duplicate positions where each had the same responsi-
bilities.

Dr. Luft stated there are four area supervisors who super-
vise 17 to 21 county agents. They cover a large area of the
state and train the inexperienced agents in administrative
functions. He said they need the four supervisors as there
is a lot of area for these people to cover and they have
many responsibilities.

(1:B:6.10) Dr. Luft said they need to have one program
person with overall responsibilities in agriculture, home
economics, and community development areas. This person
would assist in the inter-disciplinary coordination of the
programs that they conduct, the farm crisis and the finan-
cial situation in Montana. He stated they, as well as the
LFA, felt it was important to have at least one program
coordinator.

In the classified group of employees, they have eliminated
4.0 FTE, basically people that had similar responsibilities
for the two separate organizations.

(1:B:9.10) He referred to the agency column, compensation
actual, $51,558 being the savings at the professional level
and $79,381 in classified savings.

He referred to the added new federal retirement cost being
$60,871. That absorbs more than the savings generated with
the consolidation. Those costs do not affect the classified
people.

(1:B:13.55) Dr. Jim Welsh, Agricultural Experiment Station
director, stated the need for getting the information out
for research, extension, and for the university. They have
an obligation to the people of the state to do this and put
those resources to better use.

(1:B:18.00) Dr. Luft stated they are looking at a goal of
possibly clustering counties to enable the use of the
expertise of county agents in a method of sharing degrees in
agriculture, home economics, etc. Senator Hammond asked if
that was going on now. Dr. Luft stated they have been doing
some of that but they have to be careful because the home
county gets the signal that they are not getting anything
for this. They want to take a better look and do this on a
formal basis as well as an informal basis.

Senator Hammond stated they had to bring about more coopera-
tion between the county agents and the business people in
the local areas in order to get some of this information out
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to the people. 1In small counties the effort is made and in
others there is no effort.

Representative Peck asked what the agency includes in the
compensation column. Dr. Luft stated that column includes
the salary and all of the benefits.

(A:B:26.00) Senator Jacobson asked Jane Hamman to explain
her thinking on the area supervisors. Jane Hamman stated in
the LFA budget analysis issue, the area supervisors were
reduced from four to two because it was felt the county
agents were professionals and did not need that level of
supervision. The LFA option indicates that the people who
are specialists would be integrated into the faculty depart-
ments, and accountable to the department heads, so there is
no longer a need for program coordinators. It is very
difficult to be accountable to two different administrators.

Dr. Luft responded briefly to Jane Hamman's comments regard-
ing the area supervisors and program coordinators. The
supervisors also do a lot of program coordination and other
activities with the county agents. He again reflected the
size of the state.

{(1:B:37.20) Dr. Luft stated also the supervisors being
reduced to two would leave these people spending all of
their time in cars instead of doing the types of things they
should be doing which is working closely with new hires and
spending time with them on administrative duties.

(2:A:1.37) Senator Jacobson asked if there were any programs
they may be 1looking at changing or updating. Dr. Luft
stated yes, they had been looking at programs which were
duplicates and had terminated some programs. They would not
reduce the programs as the programs are one unit programs;
therefore, if they were reduced, they would be terminated.

Senator Jergeson asked what the affect would be if the area
supervisors were reduced by two, and the travel budget were
increased allowing the two remaining to travel by air. Dr.
Luft stated that these people are already flying and that
the impact would be very great if they were reduced. There
would be great difficulty in reducing from four to two.

(2:A:12.53) Dr. Welsh stated the consolidation has been a
programmatic consideration or an organizational considera-
tion that has been under study for quite some time.

Representative Peck suggested that the savings from the
merger be line-itemed. Dr. Welsh stated they will be able
to come back in two years and report where those additional
resources have gone. He said if it is the Jjudgment of the
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legislature to ensure accountability by line item then the
concern is being able to get those resources back into that
base the next biennium. He stated that he would assure the
committee that additional resources would be redirected in
the information delivery area.

(2:A:20.17) Dr. Tietz stated that the two agencies have
taken almost a $2 million cut already. They started at a
tremendous deficit at the programmatic level. They are
trying to match that programmatic issue with a modification
of the administrative line, and the resources going back.
He stated the important issue is what do you want from these
agencies; what is it you want in the way of service from
these agencies.

COOPERATIVE EXTENSION SERVICE - EXECUTIVE ACTION:

The issues on the LFA worksheet were reviewed for the
committee.

Dr. Luft stated the number of FTE and difference on vacancy
savings 1is because the last legislature did not take out a
specified amount for vacancy savings. The 4 percent would
mean forced vacancy savings for them. That would mean
additional non programs 1in certain areas, county agent
positions held vacant as well as others. His argument was
that they have the same contractual arrangements as other
faculty and ought to have the same situation as far as the
vacancy savings as the rest of the university.

(2:A:35.0) On the communications and travel, he indicated
that their overall operating expenses took a 2 percent cut
so actual operating expenses were curtailed on travel for
the specialists. He also mentioned that they did not
publish needed publications and have a backlog when funds
become available. A reduction of FTE in both the LFA and
the executive budget would affect the ability to deliver
programs.

Jane Hamman clarified that current level includes all FTE
that were not already reduced in FY 1987. There were no
further reductions. Therefore, there would not need to be
any further reductions in the current level for the county
agents or any other FTE. The only reduction in current
level was the .90 administrative position that is already
vacant. Clyde Carroll, controller, stated that the state-
ment by the fiscal analyst 1is correct. Current level
personal services is the same as their original request,
after taking out the .90 administrative position and the 4
percent vacancy savings. If they still have the 4 percent
vacancy savings, and they don't have a vacancy, they would
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have to make additional cuts in staff. You can not generate
vacancy savings if you have no vacancies.

(3:A:10.25) Senator Hammond moved to ACCEPT the LFA current
level and not take vacancy savings in order to in some way
provide them with a little encouragement because of the
effort that has been made, which he commends them for.

The LFA asked for clarification of the FTE vacancy savings
adjustment. Senator Hammond stated to add back vacancy
savings for the 81.89 FTE faculty.

Senator Jacobson clarified the motion by saying it was to
take current level, and if you look at the consolidation, in
the LFA option estimated savings of $231,376 in that scenar-
io. The agency has estimated a $70,000 savings each year in
that scenario. The motion before you would leave that
savings with the extension service, and in addition to that
adding back $130,000 or whatever amount for vacancy savings.
You would give them back the consolidation savings, and the
vacancy savings.

The gquestion was called. Representatives Nathe, Peck,
Iverson, and Senator Jacobson voted NO. The motion FAILED.

(3:A:22.43) Representative Peck moved the current 1level
personal services only for 1988 and 1989, and the savings
realized would be line-itemed or otherwise specified for the
improved information delivery to the information office as
proposed by Dr. Luft. The question was called. The motion
CARRIED unanimously.

(3:A:26.16) Senator Jergeson moved to take zero vacancy
savings for the 89.81. The motion FAILED.

It was decided that the LFA would come back with some
options on the vacancy savings.

{3:A:29.38) Senator Jergeson moved to ACCEPT operating
expenses at current level. Representative Peck called the
question. The motion CARRIED unanimously.

Representative Nathe moved the committee accept fiscal years
1988 and 1989 current level for equipment. Representative
Peck called the question. The motion CARRIED unanimously.

(3:A:31.00) Senator Jergeson regarding the Modified, moved
$400,000 with the idea anything over $400,000, they would
have to come in for a supplemental. They make a run at
taking at least one-half of that out of the commissioners
budget. Representative Nathe called the question. Senator
Jergeson voted yes, all others voted no. The motion FAILED.
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(3:A:38.20) Funding - Representative Nathe moved the current
level for FY 1988 and FY 1989 on the federal Smith-Lever
funds, with the staff to adjust general fund. The question
was called. The motion CARRIED unanimously.

ADJOURNMENT :

The meeting was adjourned at 11:04 a.m.

Dennis Nathe, Chairman

2-12
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Educational Training Accounts ' —_—

Modeled after Individual Retirement Accounts (IRA), Educational Training
Accounts (ETA) are designed to promote monetary savings which can be used by an
individual or family member for further educational training. ETA's are designed
to meet the needs of a changing society, a society that is experiencing a great
deal of turnover in its work force and thz pressing need for retooling its workers.
Montana 1s among a number of states who are in need of increasing educational
opportunities for its citizens, while holding the line on costs of training. ETA's
represent a significant step toward uplifting educational possibilities for individ-
uals through a shared investment in education by the state and its people.

The following is an outline of specific provisions outlining Educational
Training Accounts.

*Up to $500 can be deposited in an ETA per year.

*All deposits and interest must be used exclusively for educational retraining.

*All deposits and interest are deductible from Montana State Income Tax.

*All money contained in the account is for the use of the ETA donor or their
designee. '

*While some persons may choose to use money from their ETA on a yearly basis,
accounts can accrue up to five years or $2,500 and must be used for training after
the five years has elapsed. Should an individual choose to use the account for
any purpose other than educational training all funds become taxable with the
"~ appropriate amount of tax being paid to the State of Montana.

Examples of training usage encompass a broad range of educational possibil-
ities. While formal education may first come to mind, other unique opportunities
would also be possible. They are as follows:

*Provide opportunities for apprenticeship training to improve working skills
in present position of employment.

*Enroll in safety improvement course to lower general insurance or workman's
compensation rates.

*Enroll in credit courses at a University System unit to gain information
relevant to better marketing techniques of a personally owned business.

*Enroll in a vocational technical school for training in a specific area
that would lead toward the expansion of a business.

*To return to school full time in order to retrain for a new career because
the person's former position has been eliminated.

*To travel to a specific site to view a workshop or seminar via a tele-
communications hook up.

*To meet liscensing requirements as mandated by state law.

In summary, Educational Training Accounts have the potential to assist in
broadening educational opportunities in a time of fiscal restraint. ETA's
provide the possibility to not only allow access to continued education, but can
additionally give the State of Montana the needed edge by expanding educational
opportunity to its citizenery.

BF/ku
1/13/87
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