
MINUTES OF THE MEETING 
EDUCATION AND CULTURAL RESOURCES CO~~MITTEE 

MONTANA STATE SENATE 

January 26, 1987 

The sixth meeting of the Senate Education and Cultural 
Resources Committee was called to order by the Chairman, 
Senator Bob Brown, at 1:00 p.m., in Room 402, State Capitol 
Building. 

ROLL CALL: All committee members were present. 

CONSIDERATION OF SENATE BILL 127: SENATOR HAMMOND, District 
#9, sponsor of the bill, said the bill propses a 25% payback 
of state support fees by students participating in the 
WICHE, WAMI or Minnesota Rural Dentistry Program. He pre
sented proposed amendments to the bill as follows: page 1, 
line 7, changing 25% to 1/3; page 1, line 19, changing 
25% to 1/3; and page 2, line 7, changing 1 year to 3 years. 
These amendments return the bill to the form in which Sena
tor Hammond presented it in the June, 1986, special session. 
Senator Hammond said a payback provision has been discussed 
since 1981 and students have indicated an in-kind payback 
would be acceptable. With the shortage of money, fewer 
students can participate and a payback system would help 
broaden the funding base. He indicated many other states 
have a paYBack clause of some sort. 

The current cost is approximately $8,000,000 which is 
primarily funded by the coal tax education fund with a 
small contribution from the general fund. The state pays 
the difference in resident and out of state fees for 
graduate students in health fields. Senator Hammond 
pointed out students' costs are only 1/3 of what it 
would cost to attend a private institution and students 
in other disciplines must pay full fees when attending 
graduate school out-of-state. He stressed he wants the 
program to continue, but is concerned that it remain 
solvent. He indicated the doctors he had visited with 
felt a payback clause was acceptable. 

Senator Hammond said he had visited the WAMI program in 
Seattle and was impressed with the job they are doing. 
He said some of these people are returning to Montana 
and entering practice. He said he wants to keep this 
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program and money available to those who are qualified but 
financially unable to participate. 

PROPONENTS: There were no proponents. 

OPPONENTS: DR. CARROL CRAUSE, Commissioner of Higher Education, 
presented his testimony in opposition to the bill 1Exhibit #1). 

DR. JOHN McMAHON, Montana Medical Association and Lewis and 
Clark County Legislative Chairman, said his group feels this 
is an extremely important issue. He said no first year 
medical student will get out of school for less than $100,000. 
He noted new student loans will not work like old ones, i.e., 
interest begins at the time the loan is taken and at current 
interest rates. He felt the bill unfairly imposes a surtax 
on one segment of the student population. 

Dr. McMahon proposed amendments to the bill as per attached 
Exhibit #2. He said in 1962 when he finished training and 
returned to Montana, doctors could do and did exceptionally 
well. However, that is no longer the case, as many doctors 
are entering the primary care area which is not a lucrative 
field. He said a doctor in Helena recently went to work 
for the Veteran's Hospital for twice the salary. He also 
stressed the increased cost of insurance - an increase this 
year alone of 39%. A general practitioner is paying $29,000 
a year right now, an obstetrician pays at least $39,000. 

KEN KELLY, representing the Montana Veterinary Medical 
Association, presented his written testimony in opposition 
to the bill (Exhibit #3). 

DR. MICHAEL S. STREKALL, family physician from Helena, 
presented his testimony in opposition to the bill (Exhibit 
# 4) • 

SENATOR JUDY JACOBSON, District #36, said from her viewpoint 
as a physician's wife, she understands the financial burdens 
medical students and beginning practice doctors face. She 
said funds are scarce, our state is samll, and our students 
should be able to access the same educational opportunities 
as out of state students since we do not provide those 
services in-state. She said several concerns need to be 
looked at: 1) what size debt burden are students leaving 
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school with, 2) the decreasing fees for family practice, 
3) the increasing costs of liability insurance. She wondered 
if we really want to add to the students' struggles as they 
endeavor to pursue a career. 

KAY HANSEN, third year WAMI student, stated she is the fourth 
of five children from a farm family. She is currently doing 
a pediatric rotation in Great Falls. She noted two of the 
pediatricians in Great Falls now were WAMI students. She 
said she will base her choice of specialty on what interests 
her, not what pays best. If she had an extra $160,000 
debt facing her now she is not sure she would even enter 
medical training. She said Montana is not a high fee state 
for doctors. Her debt and the majority of her classmates 
will be approximately $30,000. She appreciates the oppor
tunity to participate in WAMI and certainly intends to 
practice in Montana. 

ROGER TIPPY, representing the Montana Dental Association, 
spoke in reluctant opposition to the bill. He said he 
knows the legislators have a commi ttment to the WICHE
WAMI program. He said students know they are assuming a 
$30,000 - $40,000 debt when they begin medical school 
and they are looking at approximately $100,000 to purchase 
equipment to set up a practice. As a result, they are 
seeking salaried positions in order to defer the equipment 
debt. He noted this also applies to dental students. 

TODD HUDAK, representing the Associated Students of MSU, 
spoke in opposition to the bill (Exhibit #5). 

STEPHEN GUGGENHEIM, WAMI Director, Bozeman, said the major 
issue is access to education for students in Montana. He 
said at 45th in the nation, there is no chance we are 
oversubsidizing students' educations in this state. He 
noted 86% of the college students were born in Montana 
and attended Montana schools through high school in this 
state. Six percent of the college students have been in 
the state for three to six years. He noted just as many 
short residence students returned to Montana to practice 
as students who have lived here all their lives. In fact, 
42% of the students who have graduated are currently, 
practicing here, which is a higher number than any 
surrounding state. He cautioned a higher indebtedness 
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will decrease the rate of return, the number of students 
entering primary care, and decrease the number of students 
entering the program. He said this is an excellent pro
gram at present and there is no reason to change it. 

SENATOR PINSONEAULT, District #27, said his son, after 
graduating from Montana Tech with a degree in petroleum 
engineering, is carrying a $10,000 indebtedness with a 
12% interest tag. He urged the committee to consider a 
10% payback on WAMI funds to be contributed to a fund 
which in time would defer the payments. 

MATTHEW THIEL, ASUM, said the original intent was to 
provide access to professional training for students. He 
said no other state has thisbrQad __ a payback measure. 
He left some materials with the committee (Exhibit # 6). 

RIC MINUDRI, Carroll College undergraduate, said he is a 
Butte native and is paying for his own four year college 
degree. He said he really wants to go into medicine and 
knows he will have to pay for all of it. But he felt an 
extra $60,000 debt was more than he could even compre
hend. He said combined with increasing liability costs 
and increasing undergraduate school costs this bill 
puts out the ray of hope he has to even attempt medical 
school. 

DONALD DAMSON, a senior at MSU, said he is applying to 
medical school and is paying his own way. He said if he 
has this obligation he can't afford to corne back as the 
pay base is too low. He said he really does want to 
return to Montana. He noted military students will have 
this obligation plus their service. 

KATHIE HOREJSI, representing the Montana Federation of 
Teachers, presented her testimony in opposition to the 
bill (Exhibit #7). 

JANIS LANGAHR, said she is a first year member of WAMI. 
She has lived here for twenty-five years. She said 
students are the biggest gambler in the united States 
as they assume a debt to go to school, betting on the 
income that will be generated later. Given the 
fickleness of the economy, a $60,000 debt in ten years 
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could be staggering. She felt the public debt combined 
with this is too much and unfair. 

NANCIE NORDWICK, Carroll College student, said she 
considered the WAMI project as she comes from a low 
income family. She said she is really scared now. She 
pointed out not all students who have an education which 
is wholly or partially subsidized by the state have to 
pay it back. She said they all have dreams, WAMI WAS 
a step toward realization. 

There being no further opponents, the meeting was opened 
for questions by the committee. 

DISCUSSION BY THE COMMITTEE MEMBERS: 

SENATOR BLAYLOCK asked if the large debt burden wouldn't 
keep students from returning to Montana because they 
can't make enough money. 

SENATOR HAMMOND said he would answer that question when 
he closed. 

SENATOR REGAN asked Dr. Krause how this was funded 
last biennium. 

DR. KRAUSE replied by the Coal Tax Education Fund and 
a small general fund expenditure (Exhibit #8). 

SENATOR REGAN asked how many students return to the 
state. 

JANE HAMMON, Legislative Fiscal Analyst's Office, said 
that, according to figures available through 1985, 
the figure is 26%. 

DR. KRAUSE said that figure includes those who withdrew, 
entered military service, etc. His figures don't include 
any of those, consequently, his figure is higher. 

SENATOR REGAN said she wants that information and asked 
Dr. Krause and the LFA's office to get together on it. 

SENATOR SMITH asked if there would be a problem with 
money from the coal tax fund. 



Senate Education and 
Cultural Resources 
January 26, 1987 
Page 6 

DR. KRAUSE said there could very well be, however, it is 
still included in the Governor's budget. 

SENATOR HAMMOND closed by saying we certainly can't predict 
coal tax money availability. To answer Senator Blaylock, he 
said there could certainly be an effect, but noted they 
haven't had much luck in the past either. He said he didn't 
think the WAMI program would ever produce enough doctors 
to saturate eastern Montana. There are many factors to 
consider besides the money. There are many problems this 
bill isn't supposed to address, such as lack of services 
on the highline. He noted some students are going to be 
further in debt than others. He said these students are 
a very small portion of the students we're trying to keep 
in this state, and we're trying to help them all. He 
noted med students are good risks for banks and they are 
willing to make those loans. He told the students if you 
want an education bad enough, you can get it, you'll find 
a way. He said how good you are correlates to how badly 
you want it. He expressed his concern for those people 
who are paying for this also. 

There being no further business to corne before the committee, 
the meeting was adjourned. 

Senator Bob Brown, Chairman 

jdr 
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THE MONTANA UNIVERSITY SYSTEM 

....,. COMMISSIONER OF HIGHER EDUCATION 

33 SOUTH LAST CHANCE GULCH 

HELENA, MONTANA 59620·2602 
(406) 444-6570 

TO: Members of the Senate Education Committee 

FROM: Dr. Carrol Krause CJ~ 
Commissioner of Higher Education 

DATE: January 19, 1987 

SUBJECT: Testimony in Opposition to S.B. 127 

srN~TE EDUCATION 
EXHIBIT NO,--=4-=-___ _ 

DATE /L.zc /'<7 '-r I 

BIU "0_ ~<f/dZ 

The issue of service payback has been discussed in the legislature since 
the inception of the WICHE program in 1954. Montana has always rejected the 
concept as costly, inequitable, and contrary to the original purpose of the 
programs. 

The Board of Regents has again reviewed the pros and cons of service pay
back this fall and unanimously reaffirmed its opposition to any form of 
service payback requirement in a resolution passed on December 12, 1986. 

Senate Bill 127 provides for a straight payback approach of 25 percent of 
the state support provi ded to institutions that accept Montana resi dents into 
their programs. The bill does not include a "return and practice ll requirement 
and for that we are thankful. 

In stating our opposition to payback, I would like to briefly touch on the 
ori gi nal purpose of the WICHE and WAMI programs. In the 1950 IS, it was evi
dent that Montana cou1 d not begi n to afford to offer educational programs in 
the health related fiel ds. The cost of a medical school facil ity in those 
days was purported to be in excess of $40 million. (Now over $100 Million.) 
Dental and veterinary medicine facilities were not much cheaper. States that 
had invested those sums to provide educational opportunity in those fields 
jealously guarded access and the overwhelming political sentiment in the 
receiving state was to bar non-residents from admission. The concept of WICHE 
was borne out of the need to provide educational access to IIhave not ll states 
like Montana. 

The program has been a reasonable success. While Montana still ranks near 
the bottom (42nd) in medical admissions per 100,000 population, we have avoid
ed the tremendous capital outlay and operating cost of maintaining the 
necessary heal th rel ated programs in Montana. The support cost per student 
would appear to be high in medicine, dentistry and veterinary medicine. 
However, Montana is still getting a bargain compared to the cost borne by the 
receiving state. We must not lose sight of this fact. 

THE MONTANA UNIVERSITY SYSTEM CONSISTS OF THE UNIVERSITY OF MONTANA AT MISSOULA, MONTANA STATE UNIVERSITY AT BOZEMAN, MONTANA COLLEGE 
OF MINERAL SCIENCE AND TECHNOLOGY AT BUTTE, WESTERN MONTANA COLLEGE AT DILLON, EASTERN MONTANA COLLEGE AT BILLINGS 

AND NORTHERN MONTANA COLLEGE AT HAVRE. 
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Speaking directly to the payback requirement, 
objections. 

~5i1--1 
I wo R'ld tm:fCJt' tR9 fg 11 ow; r.l 9 

1. It is inequitable. We have programs within the university system that are 
as costly as the support costs for some of the WIeHE fields. We do not 
requi re these students to pay back thei r state supported share of the 
cost. If the payback concept is val i d, why shoul d it only apply to some 
of our residents? 

2. Some feel that the program recipients \,/ill make high incomes and thus can 
afford to pay it back. The spectrum of potential earning power of WIeHE 
students varies considerably. Medical doctors' incomes in Montana are 
wi de rangi ng dependi ng on type of pract; ce and 1 ocati on. Those in occu
pational therapy and public health do not have income potential any 
greater than many of our other professi onal fi el ds. If doctors, denti sts, 
and veterinarians must pay back their support--why not engineers, account
ants, lawyers, school teachers, etc. The equity problems are nearly 
insurmountable if equal treatment is any criterion for educational policy. 

3. The people with the higher incomes, all factors being equal, should pay a 
higher rate of income taxes under both federal and Montana tax laws. 
Thus, they contri bute more to the state to provi de an on-goi ng pub 1; c 
education system as well as pay for other social needs. Why should higher 
income peopl e pay both a hi gher rate and be forced to pay back the; r 
public higher education costs? -

4. While the state may be able to eventually reduce costs, the cost reduction 
will be a long time coming. For instance, a payback for beginning medical 
students starting medical school in the Fall of 1987 will not start 
payback unti 1 fi scal year 1994 assumi ng the student must compl ete hi s or 
her residency requirements before opening a practice. 

5. The state must incur the loan servicing administration costs of maintain
ing contact with the student and obtaining all the legal documents 
required that will enforce the collection. Thus, the state will "lose" 
money for several years before the cost reduction will take effect. (See 
fiscal note.) 

6. The proposal does not take into consideration the ability of the student 
to make the future payments. Average indebtedness of a medical school 
graduate is currently over $30,000. While a doctor's gross income looks 
very attracti ve, start-up and overhead costs such as 1 i abi 1 i ty insurance 
are very high. Other WIeHE covered occupations such as occupational 
therapy, pub 1 i c heal th, optometry, and even veteri nary medi ci ne wi 11 have 
graduates who wi 11 not make incomes any greater than many of our co 11 ege 
graduates in other fields. Their ability to meet additional payback 
requirements is questionable when you consider their current debt obli
gations and income potential. These debts, at least in medicine, may have 
effects opposite to the goals of Montana in supporting medical education. 
The larger a student's debt upon completion of his studies, the more 
likely he is to choose a lucrative career in a medical subspecialty in a 
metropolitan area rather than a relatively low income career in primary 
medicine in a rural area. Unfortunately, it is the latter category of 
physicians that is needed by Montana. 

,.. 
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We estimate the outstanding indebtedness of students graduating in these 
fields will increase as follows: 

1985-86 25% of Estimated Total Estimated 
Survey of~Debt Su~~ort Fee Debt of Students 

WAMI $ 31,029 $ 23,733 $ 54,762 
Medicine $ 31,029 $ 22,800 $ 53,829 
Dental $ 45,000 $ 11 ,500 $ 56,500 
Veterinary Medicine $ 27,958 $ 17,500 $ 45,458 
Optometry $ 28,776 $ 6,300 $ 35,076 
Occupational Therapy $ 11 ,800 $ 3,075 $ 14,875 

The monthly payment required to amortize the stated levels of debt over a 
ten year period assuming the average interest rate of 7% is as follows: 

$55,000 Debt 
$45,000 Debt 
$35,000 Debt 
$25,000 Debt 
$15,000 Debt 

$638.60 Monthly 
$522.49 Monthly 
$406.38 Monthly 
$290.27 Monthly 
$174.16 Monthly 

The 7% rate assumes the debt is one-half GSL @ 9% and one-half S.B. 127 at 
5%. Those payments would be a significant burden and we will probably en
counter substantial defaults or difficulty in collecting the repayment. 

The approximate starting salary of a graduate in veterinary medicine was 
approximately $17,000 a year according to a recent t-1ontana survey. The start
ing salary of an occupational therapist is approximately $19,760 at the 
Montana Development Center in Boulder. This is probably close to the going 
rate in Montana. How can these students possibly be expected to payoff the 
anticipated debt that would be imposed by S.B. 127 and have anything left to 
raise their families? 

I hope this committee takes this into account when considering the fate of 
S.B. 127. 

CK/JHN/11t 

8BBT 
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January 26,1987 

The Montana Veterinary Medical Association would like to go on record 

in opposition to 58-127 which would institute a partial pay-back require

ment by WICHE subsidized Veterinary graduates. 

The Montana V.M.A. feels that discriminatory repaym~nt schemes are 

grossly unfair, and consequently. we feel that if any class of state 

supported students must repay,in part,for their subsidy then all students 

receiving state support should be required to repay a ~imilar percentage. 

In the beginning of the program. the WIeHE support system admirably 

enabled Montana to help educate needed classes of professionals and spec

ialty occupations in order to supply the state's needs for these services. 

At the present, the population of Montana is more than adequately 

served by over 310 practicing veterinarians~ as well as nearly 30 ~~~ 

state and federal regulatory service and meat inspection positions.Only 

25 years ago there were 80 practitioners and approximately 15 government 

veterinarians. 

With this seeming abundance of veterinary practitioners and the present 

economics of the state of Montana, the average starting salary of veter

inarians has dropped to $14,853 according to an economic survey conducted 

for the Montana Veterinary Medical Association and completed in 1985. 

This beginning salary hardly justifies the expense and effort required 

to complete the professional education which typically entails eight 
years schooling. 

If Montana continues the WICHE program, a possible reduction of numbers 

of students supported might be considered as a cost Bost saving method. 

We concur that education of excessive numbers of students in already 

crowded professions such as veterinarians, medical doctors' sod dentists 

that leave the state to pursue their careers,is no real benefit to this 

state. 

We of the Montana Veterinary Medical Association ask that this Comm

ittee and the Legislature,please consider carefully the ramifications of 

this bill, and also to consider that the WICHE program is a very inexpen

sive alternative to the attempted institution and maintainence of the 

various schools of the medical disciplines. 
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Michael S. Strekall, M.D. 

Dennis Nathe, Chairman 
Education Subcommittee 

January 26, 1987 

RE: SB 127 - Service Payback for WAMI/WICHE Students 

Dear Representative Nathe: 

Business Manager 

I am a Board Certified Family Physician currently practicing 
in Helena, Montana. I am a Montana native, born in Billings, and 
graduated from Carroll College in 1977. I was fortunate to 
become a Montana WAMI graduate of the Uni versi ty of Washington 
School of Medicine, and always intended returning to practice in 
my home state. There were several barriers that kept me from 
returning immediately following my residency training. Those 
barriers have been overcome and I have been fortunate to be able 
to return back to my home state. I was asked to review some 
information on the WAMI/WICHE Payback Program and I would like to 
offer you my comments on that. 

I n review of all of the information at hand, both pro and 
con positions, I am totally against a payback system for 
WAMI/WICHE students. 

As you may know, indentured service of any type, either 
financial or time repay has historically been very poor at 
br ing ing permanent physicians back into any underserved areas. 
The National Health Corp as well as the Indian Health Service has 
voluminous records to prove that particular point. 

To speak of the few barriers that would have kept me from 
returning to the state were primarily allure of well advertised 
and accessible practice opportunities near my family practice 
residency in Washington state. If I had to pay an additional 25% 
of my educational costs back to the state of Montana, I would 
have been unable to afford returning to the state. Finally, I 
believe that attempting to provide physicians in underserved 
areas requires their desire to return on a voluntary basis. To 
keep physicians from returning because of a greater educational 
debt would seem a gross error in logic. 



In summary, I feel that the WAMI program is a very viable 
program and addresses the needs of a medically underserved 
sta te. I would encourage you to not support SB 127 which .......... 
requires payback for WAMI/WICHE students. To do so would only .. 
worsen the problem of physician supply in a state already in need 
of new physicians in small communities. 

cc: Jackie Wrigg 

llf:;jM«~(~· 
Michael S. Strekall, M.D. 
American Academy of 
Family Practice, Diplomat 
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Mr. Chairman and Members of the Committee: 

-
My name is Todd Hudak. I represent the Associated Students of Montana 

State University who would like to express their opposition to S.B. 127. 

My intention is not to reiterate all of the testimony you have already 

heard, but just to highlight a few of the points we are especially 

concerned about. 

The state of ~1ontana subsidizes many graduate level programs of which 

medicine is just one. Students in most of these programs have the 

opportunity to payoff most of their tuition and expenses through 

.;eaching assistantships and other faculty support programs. This 

enables them to graduate without a huge debt. 

I would like you to contrast this with the average indebtedness of a 

medical school graduate which is currently over $30,000. Couple this 

$30,000 with the proposed 25% payback to the state for its support of 

their education, another $22,000, and the average medical school 

graduate has a total indebtedness of about $52,000. This has him paying 

well over $600 a month to payoff his debt at the rate and number of 

years outlined in S.B. 127. The ability of a medical student to payoff 

this debt comes into question when you consider the high costs of 

starting a practice and of liability insurance. 

~Je feel it is unfair to penalize medical students for living in a state 



Et,H,t111 IW. ~'::. 

DATE. r (L (., f 'f( 1 
BILL NO. S 13 ( 2. I 

that has no medical school, when students who go through other heavily 

subsidized programs--such as law, pharmacy, and engineering--don't have ~ 

to pay the state back for subsidizing their programs just because they 

can receive their educations instate. 

I would like to quote the editorial in the January 9, 1987, Bozeman 

Daily Chronicle which said, "Access to advanced education is one of the 

great equalizers in our society. Professional education should not be 

open only to those who can afford it, but should be available to 

students based on intelligence, ambition, and aChievement." The students 

of MSU feel that S.B. 127 does raise the cost of receiving a medical 

education, thereby excluding those less able to afford it. 

For these reasons we urge you to kill S.B. 127. 
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~PRESENTED TO THE SENATE EDUCATION COMMITTEE, JAN. 26, 
ASUM IS OPPOSED TO SB 127 

$ PLEASE CONSIDER: 
~ THE ORIGINAL INTENT OF WICHE-WAMI PROGRAMS 

1987 

i Rrovide access to professional education for Montanans 
~Help fill the need for medical professionals in Montana 

SENATE EDUCATION 
EXHIBIT NO"_...J6~,-#J.:..-__ _ 

DATE 0/~b/g 7 
I 

BILL NO. S/3 /;;c 7 

Fulfill Montana's responsibility to provide for its own medical needs 

I.WICHE-WAMI is not a "free ride". 
The state supports other high cost professional training(Law, Engineering) 

; :L'his program only offsets the costs of non- resident tuition 
~SB 127 assumes graduates will earn high incomes while this bill will affect 
~any professionals who do not make high incomes, especially. in rural Montana 
(~ccupational therapy, public health, optometry, veterinary medicine) 

.. SB' 127 IS DETRIMENTAL TO: 

~. The state's ability to attract medical professionals .. 
Montana's access to professional education 

.. PLEASE VOTE "NO" ON SB 127 -- it is an unequ i table approach to sav ing 
money and is not in the best interests of the state. 

.; 
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WICHE Program costs 

Year Coal Tax General Fund Total 

1975-76 15,0'25 672,088 672,088 
1976-77 116,228 799,794 799,794 
1977-78 149,088 1,382,600 1,382,600 
1978-79 194,284 1,314,800 1,314,800 
1979-80 632,1741 778,582 1,410,756 
1980-81 621,303 844,082 1,465,385 
1981-82 883,804 627,100 1,510,904 
1982-83 1,143,000 500,800 1,643,800 
1983-84 1,714,938 75,379 1,790,317 
1984-85 1,856,196 0 1,856,196 
1985-86 1,943,900 0 1,943,900 
1986-87 1,846,300 0 1,846,300 

1These funds came from 1976-80 collections. 

TABLE II 
WAMI Program costs 

Year Coal Tax General Fund Total 

1984-85 i 101,348 f,648,259 f,749,607 
1985-86 424,742 1,388,573 1,813,315 
1986-87 1,719,774 178,845 1,898,619 

0735w 




