
XINUTES OF THE MEETING 
LABOR & EMPLOYXENT RELATIONS CO-WIITTEE 

MOUTANA STATE SEXATE 

February 13, 1979 

A meeting of the Labor and Employment Relations Committee 
was called to order by Chairman Lowe on February 13, 1979 ,  in 
Room 404 of the State Capitol at 1 2 : 3 0  p.m. 

-- 

in 

ROLL CALL: All members were present. 

I. Senator Lowe asked the Comiiittee to consider taking executive , 
action on Senate Rill. P 2 0 8  which was returned to the Committee for 
clarification. Senator Lowe proposed the following amendment to the 
bill: 

Page 48, line 21 through line I1 on page 49. 
Strike: Section 41 in its entirety 

. Renumber: a11 subsequent sections. 

Senator Palmer moved the amendment which was seconded by Senator 
I Dover, and unanimously passed by the Committee. 

Senator Palmer moved the bill, seconded by Senator Dover and 
passed the Ccmrnittee unanimously. 

Chairman Lowe asked the Committee to take action on Senate 
Bill #I61 at which point, Senator Dover moved to pass the bill and 
seconded by Senator Severson. A roll call vote was taken on this 
bill which passed by a vote of 5 to 4. 

Chairman Lowe then asked Senator Dover if he was prepared to 
submit his amendments to Senate Bill # 8  to the Committee. Senator 
Dover's amendments to this bill are as follows: 

1. Title, line 4 through line 5. 
Following: "AN ACT" 
Strike: "REQUIRING THE STANDARD PREVAILING RATE OF WAGES 
TO BE CONSISTENT WITH FEDERAL LAW" 

Insert: "TO CLARIFY CERTAIN DEFINITIONS RELATING TO THE 
STANDARD PREVAILING RATE OF WAGES" 

2. Title, line 6. 
Following: "$50,000" 
Insert: "FROM PROVISIONS OF PART 4 OF TITLE 18, CHAPTER 2"  

3. Page 2, line 24. 
Following: " (1) " 
Insert: "The Montana com~issioner of labor may determine 
the standard prevailing rate of wages in the county or 
locality in which the contract is to be performed. The 
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4 commissioner shall undertake to keep and maintain copies 
of collective bargaining agreements and other information 
from which rates and jurisdictional areas applicable to 
public works contracts under this part may be ascertained." i 

4. Page 3, lines 6 through 10. 
Strike: "The standard prevailing rate of wages and fringe 
benefits established for a locality pursuant to the Davis- 
Baccn Act, 40 USC 276a, is the standard prevailing rate 
for all contracts let for bid by the state of Montana in 
t h a t f 1  

5. Page 3, line 11. 
Following: " (2) " 
Insert: "The provisions of this part do not apply in those 

I 
instances where the standard prevailing rate of wages is 
determined pursuant to federal law." 1 

Senator Dover moved the amendments to Senate Bill $8 and the 
Committee passed the amendments unanimously. I 

Senator Dover moved the bill as amended and was passed by a 
roll call vote of 5 to 4. 

Senator Dover moved that Senate Bill !I11 be tabled. This 
rzotion passed unanimously. I 

Chairman Lowe then opened the hearing on House Bill # I 5 9  and 
introduced Representative Hal Harper to address the Committee. 
Representative Harper from District 30 explained that this bill 
exempted casual labor of less than $ 5 0  per quarter from unemploy- 
ment compensation coverage. 

I 
1 

Mr. Harold Kansier representating the Employment Security 4 
Division of the Department of Labor & Industry spoke in favor of 
House Bill #159 and stated that this bill conformed with the 
federal provisions for unemployment compensation coverage. I 

Mr. Chzd Smith as an advisor to Unemployment Compensation 
spoke in support of this bill as he felt that it would save money 
and reduce recordkeeping and bookeeping procedures for such small 
anounts. I 

Since there were no opponents to House Bill #159, Chairman 1 
Lowe closed the hearing on this bill and suggested that the 
Committee take action on it after the deadline on Senate bills I 
had been met. 

The next item before the Committee was Senate Bill # 3 2 1 .  
Senator Roskie from District 21 was asked by Chairman Lowe to address 
the Committee on this bill. 

1 
1 
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Senator Roskie explained that Senate Bill #?21 clarified 
the relationship between the Board of Personnel Appeals and the 
Department of Labor and Industry by allowing the Board to hire 
their own personnel, handle their own budget and make their own 
policies. The bill also authorizes the Board to receive private 
and federal funds if and when they are available. Senator Roskie 
felt that the Board should be a neutral board with its personnel 
not responsible to the Commissioner of Labor. He stated that at 
present the work was being typed in a typing pool which did not 
lend itself to the confidentiality that labor negotiations should 
have. Senator Roskie's testimony is attached as Exhibit "A". 

Mr. Thomas E. Schneider representing the Montana Public 
Employees Association then addressed the Committee in favor of 
Senate Bill #321. Mr. Schneider explained that the bill was not 
intended to be a reflection against the Labor Coinmissioner, but 
his organization was concerned about labor relations as they affect 
public employees. Mr. Schneider stated that the Board must have 
strong neutral functions during investigations and hearings, and 
he did not feel this could be accomplished when the employees were 
responsible to the Labor Corrmissioner for their actions. 

1 Mr. Glen Drake, attorney representing the Montana Public 
f Employees Association, then spoke in favor of the bill and felt 

the Board should have the freedom of making their own policies 
without pressures or influences outside of the Board. He stated 
that the Board was the court of last resort and should be independent. 

Mr. Dave Fuller, Commissioner of Labor & Industry, representing 
the Governor's office, addressed the Committee in opposition to 
Senate Bill #321. .Yr. Fuller testified that the Labor Corrmissioner 
had no control over the Personnel Appeals Board and any decision 
the Board came to was always final. He felt that it would be 
suicide for he, as Commissioner, or any other Co~missioner to 
interfere with any decisions of the Board. The Commissioner stated 
that it would be more costly to the State if the Board were made 
autonomous and urged the committee to oppose the bill. 

Senator Dover asked Senator Roskie if there was a Fiscal Note 
attached to this bill, to which Senator Roskie replied that he did 
not feel that there would be much of a fiscal impact. Senator 
Dover then asked if a Letter of Intent had been prepared for this 
bill, to which Senator Roskie answered in the negative. After some 
discussion, the Committee felt that it was too late to request a 
Fiscal Note as they would not receive it in time to vote on the 
bill, but the Committee did request Senator Roskie to have a Letter 
of Intent prepared on this bill. 

I 
Chairman Lowe then asked Senator Blaylock to address the 

Committee on Senate Joint Resolution #11. Senator Blaylock 



Labor & Employment Relations Committee 
February 13, 1979 

Page - 3 -  

explained that the bill was designed to use Workers' Compensation 
~ivision funds being invested elsewhere and invest these funds in 
a building for the Department of Labor & Industry in Helena. This 
building wouid house all the divisions under the Department of 
Labor with the exception of the Employment Security ~ivision. 
Senator Blaylock explained that this building would yield a 6% 
real interest to the Workers' Compensation fund and there would 
be no loss of funds but a savings of $400,000 over a 20 year period. 
Senator Blaylock felt that it would be a good investment for the 
State and save the taxpayers money in gas and time by not having 
to go to several buildings to conduct their business, and the 
consolidation would make for a greater efficiency in supervising 
the five divisions. 

, Mr. Dave Fuller, Commissioner of Labor & Industry, spoke as 
a proponent to this bill along with No~-man Grosfield, Workers' 
Compensation and Jim Murphy also of the Fiorkers' Compensation 
Division. Their study involving the building is attached as 
Exhibit "B". Other proponents of this bill were Mr. George Wood, 
Executive Secretary, Montana Self-Insurance Association; Mr. J i m  
Yurry, Executive Secretary of Montana State AFL-CIO. 

There were no opponents to Senate Joint Resolution #11. 

After a question and answer period, the hearing on this 
Resolution was closed. 

Chairman Lowe then asked Senator Bob Watt from District 49 to 
address the Committee on Senate Bill X 2 3 9 .  Senator Watt explained 
that the bill would require binding arbitration of labor disputes 
involving employees of nonprofit corporations of health care pro- 
viders whenever negotiations break down or there is an immediate 
danger of an interruption of services. Senator Watt explained that 
this bill only involved specific labor disputes and would not app:y 
to other organizations. Senator Watt suggested as amendment to t?e 
bill in that the effective date should be stricken and if the bill 
passed out of Committee, he suggested the normal legislative time 
be placed on the bill. 

The following opponents spoke on the bill: Mr. Don Judge, 
representing AFSCME, AFL-CIO whose testimony is attached; Mr. Chad 
Smith representing the Montana Hospital Association; Mr. Bill Leary 
representing the Yontana Hospital Association who read a statement 
from Mr. Jeremy G. Thane and is attached as Exhibit "C"; Mr. Edward 
P4ares representing the Montana Nurses' Association; Mr. Jim Murry 
representing the Yontana State AFL-CIO; Mr. Grant Winn representing 
the Missoula Community Hospital; and ?1r. Larry Grahl representing 
the City of Billings whose statement is attached as Exhibit "D". 

The hearing on Senate Bill # 2 3 9  was then closed. Senator Dover 1 
moved that the Committee Do Not Pass seconded by Senator blehrens 
and the Committee voted unanimously on Senator Dover's motion. 
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The hearing on Senate Bill # 2 5 2  was then opened by Vice- 
Chairman Nelson as Senator Lowe was the sponsor of this bill. 
Senator Lowe explained that this bill was intended to change 
the term "stoppage of work" and related terms to the term "strike 
or labor dispute" thereby disqualifying people on strike from 
collecting unemployment compensation. 

Mr. Chad Smith representing the Montana Hospital Association 
spoke in support of this bill indicating that an individual on 
strike should not qualify to draw unemployment benefits. Other 
proponents of this bill were Mr. Robert N .  Helding representing 
the Montana Wood Products ~ssociation; Mr. Grant Winn representing 
the Missoula Community Hospital read a statement from Jeremy G. 
Thane and is attached as Exhibit "Em. 

The following spoke in opposition to the bill: Mr. Jim Murry, 
Montana State AFL-CIO; Yr. P. McKittrick of the Joint Council of 
Teamsters; Mr. Jerry Driscoll of Billings; Mr. Zolozon representing 
the Montana Building Contractors; Mr. Chad Smith of the Yontana 
Hospital Association. 

The meeting adjourned at 2 : 2 5  p.m. 



NNYlE YES NO , I 

Motion: Senator Dover moved t o  Do Pass ,  A s  Amended 

HAROLD C .  N E L S O N ,  V I C E  CNAIR!vIAN 

GARY AKLXSTAD 

HAROLD r,. DOVER 

WILLIAM F.  HAFFERMAN 

JOIiN ( S A N D Y  ) MEHRENS 

13013 PALMKR 

ELMER D .  S E V E R S O N  

RICHARD G .  SMITH 

B I L L  R .  IJOWF:, C H A I R M A N  

(include enough infomation on mtion--put w i t h  yellm q 4 1  of 
canittee report.) 
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NAME YES NO 
r 

HAROLD C.  NELSON, V I C E  CJIAIRMAN 

GARY AKL,RSTAD 

HAROIJD L. DOVER 

WIL,LI AM P.  IIAFFERbfAN v" 
JOIIN ( SANDY ) MEIIIiENS 

RICIIARD G .  SMITH 

B I L L  R .  LOWR, CHATRMAN 

w" 
BOR PALMER 

ELMER D .  SEVERSON 

btion: Senator Dover moved to pass, seconded by Senator Severson- 

f---" 

(include enough information on mtion--put with yellow wp.l of 
ccmni ttee reprt . ) 



SENATE BILL 321 - 

Sena te  B i l l  321  p rov ides  t h a t  t he  Board of  Personnel  Appeals s h a l l  

have t h e  a u t h o r i t y  t o  h i r e  i t s  oT,v-n s t z f f ,  seek  and r e c e i v e  f e d e r a '  

t h e  use  o f  i t s  own budge t .  

4 
funds  i n  i t s  osm name and determine a l l  m a t t e r s  o f  p o l i c y  c o n c e r n i n  

A t  t h e  p r e s e n t  t ime t h e  Board i s  a t t a c h e d  t o  t he  Department of  

Labor f o r  a d m i n i s t r a t i o n  purposes and does n o t  have t h e  above I 

a f t e r  t h e  Na t iona l  Labor Re la t i ons  Board. I t s  primary f u n c t i o n s  

a r e  t o  ove r see  c o l l e c t i v e  ba rga in ing  f o r  p u b l i c  employees and 

ho ld  h e a r i n g s  and make f i n a l  de t e rmina t ions  on c l a s s i f i c a t i o n  

I 
m a t t e r s .  The NLRB h i r e s  and r e t a i n s  i t s  own s t s f f  which h a s  

proved very  neces sa ry  when hand l ing  l a b o r  problems i n v o l v i n g  
f 

employees o f  o t h e r  f e d e r a l  a g e n c i e s .  I 
Passage o f  t h i s  b i l l  would a l low t h e  BPA t o  i s o l a t e  i t s e l f  

from t h e  management func t ions  o f  :he Department o f  Labor and 1 
handle  i t s  i n v e s t i g a t i o n s  and h e a r i n g  w i t h  employees working 

s o l e l y  f o r  t h e  board.  

C u r r e n t l y  t h e  c l e r i c a l  work i s  done by a " c l e r i c a l  pool" 

and t h e r e  i s  a p l a n  a f o o t  t o  a l l ow  employees o f  o t h e r  p a r t s  I 
o f  t h e  department t o  ho ld  e l e c t i o n s  f o r  c e r t i f i c a t i o n .  

Both o f  t h e s e  s i t u a t i o n s  c l e a r l y  do n o t  l end  themselves t o  the 

c o n f i d e n t i a l  n a t u r e  o f  t h e  work o f  t he  board .  
I 

2 .  The p r e s e n t  s i t u a t i o n  c r e a t e s  a  n a t u r a l  " c o n f l i c t  o f  i n t e r e s t "  I 
i n  t h a t  t h e  Department D i r e c t o r  over  t h e  Bcard o f  Personnel  

Appeals s t a f f  i s  a l s o  t h e  Department D i r e c t o r  over  t h e  Employmen 

S e c u r i t y  D iv i s ion  and Workers Compensation D i v i s i o n .  

I 
With bo th  o f  t h e s e  d i v i s i o n s  o rgan ized  i t  i s  a  very r e a l  

p o s s i b i l i t y  t h a t  BPA employees o f  t h e  Commissioner o f  Labor 

I 
w i l l  have t o  med ia t e ,  ho ld  u n f a i r  l a b o r  p r a c t i c e  h e a r i n g s , a n d  # 
c l a s s i f i c a t i o n  h e a r i n g s  concerning employees a l s o  working f o r  

t h e  Cornmissioner o f  Labor.  t 



3 .  The Board of  P e r s o n n e l  A p p e a l s  a l s o  h a n d l e s  a l l  c o l l e c t i v e  

b a r g a i n i n g  f o r  l o c a l  government i n c l u d i n g  s c h o o l  d i s t r i c t s .  

I t  j u s t  d o e s n ' t  make good sense  t o  have t h e  employees o v e r -  

s e e i n g  chese  f u n c t i o n s  working d i r e c t l y  f o r  a s t a t e  employee 

when a b s o l u t e  n e u t r a l i t y  and c o n f i d e n t i a l i t y  s h o u l d  he m a i n t a i n e d .  

In t h e  b e g i n n i n g  t h e  Board d i d  h i r e  i t s  0 7 x 1  s t a f f  and h a n d l e  i t s  

own f u n c t i o n s  b u t  w i t h  t h e  passage  o f  tire t h e  c l e r i c a l  p o o l  and 

now t h e  h a n d l i n g  of  e l e c t i o n s  by o t h e r s  seems t o  have  expanded 

i t s  o p e r a t i o n  i n t o  the  g e n e r a l  o r g a n i z a t i o n a l  f u n c t i o n  o f  t h e  

Commissioner of  Labor and I f e e l  t h a t  i t s  d e t r i m e n t a l  t o  t h e  speedy  

h a n d l i n g  o f  t h i s  v e r y  f r a g i l e  a r e a  o f  l a b o r  r e l a t i o n s  t o  a l l o w  

, t h i s  t o  happen.  

L e t s  i e a r n  a  l e s s o n  from t h e  NLRB which h a s  years  o f  e x p e r i e n c e  

a n d  p u t  t h e  s t a f f  under  t h e  board  t h e y  work f o r .  



THOMAS L. JUDGE 
GOVERNOR O F  M O N T A N A  

DAVID E. FULLER 
COMMISSIONER 

February 9, 1979 

TO: Committee 

FROM: 

i 
It has been suggested t h a t  t he  Department p rov ide  the  Senate Labor and 
Employment Re la t ions  Committee w i t h  m a t e r i a l s  suppor t ing  t h e  j o i n t  
r e s o l u t i o n  proposing t o  cons t ruc t  an o f f i c e  f a c i l i t y  i n  Helena. You 
should be aware t h a t  t h e  fund ing  o f  t h i s  proposal i n  no way r e s t r i c t s  
any o f  t h e  o ther  f i n a n c i a l  resources t h a t  i s  considered by the  L e g i s l a t u r e  

For your  convenience t h e  ma te r ia l  has been arranged as fo l l ows :  

P a r t  I Department B u i l d i n g  Proposal 

P a r t  I1 Long Range B u i l d i n g  Program Cap i ta l  P r o j e c t  Request 

P a r t  I11 F inanc ia l  Analys is  

P a r t  I V  Opinions from Independent Sources 

P a r t  V J o i n t  Reso lu t ion  

Once you have reviewed t h i s  ma te r i a l ,  Department personnel w i l l  be 
a v a i l a b l e  t o  d iscuss w i t h  you your  quest ions and/or concerns a t  t h e  
Committee hear ing  now scheduled f o r  February 13. 
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T H O M A S  L. J U D G E  
GOVERNOR OF MONTANA 

DAVID E. F U L L E R  
COMMISSIONER 

FROM: Department of 1,abor and Industry 

RE: Departmental Building Proposal 

Background 

The Department of Labor and Industry presently consists of six divisions. The 
proposed facility is planned to house the Commissionerts office and the Divisions of 
Workerst Compensation, Human Rights, Employment and Training (CETA) , Labor 
Standards, and Personnel Appeals. The operating units of these five divisions are 
presently located in five separate rental facilities in EIelena. Initially, consideration 
was given to constructinp a facility for the entire Department, but because of federal 
restrictions, it was decided to eliminate the Employment Security Division from con- 
sideration. 

The scattering of the Department's responsibilities in five separate facilities creates 
many problems in terms of management efficiency and effectiveness, and as discussed 
later in this memorandum, a combined facility will greatly resolve many of these prob- 
lems. 

Proposal 

The Department is proposing to construct a new facility to provide office space for all 
activities of the Department of Labor and Industry, excluding the Employment Security 
Division . The Department of Administration estimates the cost of the new facility, in- 
cluding land acquisition, at $3,989,418. The facility will house approximately 260 
enlployees and allow for a 15% expansion. 

The construction of the new facility will be funded by the State Compensation Insurance 
Fund, and the agencies housed in the facility will pay rent to the State Fund at an amount 
allowing the Fund to receive a guaranteed rete of r e t ~ r n  of 6%. The State Fund is 
operated similar to other insurance carriers and must, by law, maintain adequate re- 
serves to meet anticipated and unexpected losses to assure an actuarially sound insur- 
ance system. The moneys set aside for its reserves must be invested, and by placing 
a relatively small percentage of its account in a building, the State Fund will merely 
be exchanging one asset for another. Rather than the State Fund investkg in corporate 
bonds or other securities, it will invest in a new facility. This i s  a common method of 
financing construction projects in the insurmce industry. Many insurance companies 
construct their own facilities and over 70% of the State Funds in the United States have 
used State Fund moneys to construct either office or rehabilitation facilities. 



The Division of Workers' Compensation requested its independent actuary's opinion 
as to the propriety of using State Fund mor,eys to construct an office building. In 
summary, the actuary stated that a long-term investment of this nature is prudent 
and reasonable. 

Justification 

In planning for the construction of the new facility, an analysis was made of the project 
in terms of the problems encountered with the Department's activities and responsi- 
bilities located in five different rental f~cilit ies.  The feasibility of the building p ropos~ l  
was measured against several criteria. 

Efficiencv and Effectiveness of Customer Service 

All of the Department's programs deal directly with numerous public interests. A new 
facility would improve the efficiency and effectiveness of public access to program 
personnel and records, referrals between activities, and handling of informal appeals 
and complaints. 

Energy Conservation 

A new facility should reduce the electric and yas consumption because of better ventila- 
tion and insulation, lower ceilings, improved office design (including indirect 
and modern efficient heating systems. Gasoline consumption should also be reduced 
because of the discontinuance of the need to transfer records and personnel between 
the five rental facilities. 

Management Efficiency end Effectiveness 

Under the existing conditions, the Department cannot consolidate some of the in-house 
services. If the Department was  in one facility, consideration could be given to the 
consolidation of the mail facilities, receptionists, telephone system, accounting, pur- 
chasing, etc . Palso, consolidation of some of the divisionst equipment needs in the areas 
of photo copying, data processing, and microfilming could be made. 

The access to records by agency personnel and the transmitting and storage of records 
will greatly improve in a consolidated facility. 

Top management is responsible to control the activities of their employees, and the 
facility would provide the Commissioner with improved access to the divisions1 adminis- 
trators, and in turn,  the administrators would have better access to their supervisory 
personnel. This improved communication will allow top management to make timely 
decisions, correct problems before they become serious, and create an environment 
where complaints, either by the employees or the public, can be immediately referred 
to the proper source. 

Efficient a d  Effective Personnel Nranagement 

A combined facility will allow for the improvement of personnel procedures in the areas( 
of recruiting, interviewing, and training. Tn addition, the Department will have better 
control to insure that the equal employment opportunity requirements are met. 



All program activities experience peak and valley work loads. Through the cross- 
utilization of personnel, the Department will be able to meet the peak loads of one 
activity by using personnel from other activities. Cross-utilization of personnel is 
almost impossible under the present conditions. 

A new facility ~hould  improve employee morale and performance. The working condi- 
tions in some of the existing rental facilities do not promote or encourage efficient and 
effective employee performance. It is also difficult for employees to become aware of 
the total responsibility of the Department, because they are not in day t? day contact 
with other employees serving in other areas. The ability of the employ 2e to identify 
with the entire Department1 s responsibilities and be aware of the responsibilities of 
other activities within the Department should g.0 a long way to improve employee 
performance. 

Economic Criteria 

Although the other criteria and advantages discussed above, in the Departmentls view, 
justify the construction of this new facility, it is of extreme importance to consider the 
economic benefits that would be achieved. Using a present value technique, a compari- 
son was made of the total construction and maintenance cost of a new facility with the 
cost of continuing to rent the existing facilities. The analysis was made for a twenty- 
y e ~ r  period, assuming a 6% rate of return for the present value technique end allowing 
for minimal increases in rental costs, and some expansion, over the period. The 
analysis shows that the construction option results in a $400,000 savings over con- 
tinuing to lease the existing facilities. This will result in savings to all employers 
insured under all three of the compensation plans under the Workers1 Compensation Act, 
and will also save the taxpaying public who support certain programs within the 
Department. 

This economic analysis is extremely conservative because the useful life of a new 
facility would, undoubtedly, be longer than 20 years, and any extension beyond that 
time greatly increases the savings to the Department. In addition, the analysis does 
not include the savings that would be penerclted through the consolidation of services 
and equipment or the cross-utilization of personnel. The sevings could be very sub- 
stantial when considering these other factors and the total useful life of the facility. 

Conclusion 

The Department believes that using any objective criteria proposed, a combined facility 
will improve the Department's operation, and consequently, state government's effi- 
ciency and effectiveness. The facility can be constructed without using general revenue 
dollars or moneys available for the construction of other projects. It will also result 
in an overall economic savings to the Department and provide an excellent investment 
of State Fund moneys. 



PART I1 

LONG RANGE B U I L D I N G  PROGRAM 

C A P I T A L  P R O J E C T  REQUEST 
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ATTACHMENT 

EXPLANATION OF THE PROBLEM BEIXG ADDRESSED: 

Presently the Divisions of the Oepartment being considered in this proposal are housed 
in five separate rental facilities, and these facilities have more than reached 
capacity. The problems addressed by this proposal can be separated into five areas 
and are a direct result of the present conditions. 

1. Customer Service - Because of the nature of the programs administered, the 
Department contacts and communicates with as many or more citizens in Hontana 
than any other Department. Customer service and public relations are hindered 
because of the separate facilities. The public is not sure which building houses 
the personnel that can answer their questions. Referrals between agencies or 
bureaus are difficult both for agency personnel and the public. lccess to records 
by the public is, at best, inconvenient. Responding to complaints or informal ap- 
peals can often result in traveling between buildings for the customer and employee. 

Managerial - It is the Commissioner's responsibility and legislative intent 
through Executive Reorganization to consolidate Department functions and services. 
In order to carry out these responsibilities, the Commissioner needs daily access 
to upper management personnel. Given the present situation, daily contact is 
impossible. From the management standpoint, the use of three separate facilities, 
in the case of the Division of Workers' Compensation, and two other facilities 
for the other Divisions, creates nunerous problems in the areas of cosumunication, 
storage, control of files, mail handling, duplication of equipment, and day-to-day 
control of the operations. Management efficiency and effectiveness is limited in 
its ability to consolidate services, such as, nail room facilities, receptionists, 
telephone, and purchasing. U~necessary employee time is spent traveling to and 
from separate facilities, transferring files, storing records, attending meetings, 
etc. Separate facilities also hinder management's reaction to agency problems, 
such as, correcting errors before they become serious, making timely decisions, 
and referral of complaints to top management. 

3 .  Personnel - Personnel management is equally difficult when the Department's opera- 
tions are located in separate facilities. Control of personnel, awareness of 
personnel problems, setting job interviews, conducting exit interviews, and cross 
utilization of employees are just a few of the problems encountered. In addition, 
the present facilities have a negative effect on employee morale. The present working 
condit$ons are crowded and, in most cases, not conducive to good employee performance. 
Employees would function more efficiently if they were more aware of the responsi- 
bilities and duties of the other programs and the total scope of the Department's 
responsibilities. 

4. Energy Conservation - Energy consumption has, in recent years, become a major national 
problem. Because the Department is located in several different buildings, we are 
part of the problem, rather than part of the solution. Increased gasoline consumption 
is necessary to travel between facilities. Inefficient insulation and ventilation 



requires increased use of heating systems and air conditioners. At one facility 
individual electric heaters must be used to keep the frost off the inside of the 
windows in the employees' offices. Consolidation of these agencies into a more 
energy efficient building should result in significant savings in energy 
consumption. 

5 .  Economic - The final and probably least important problem is that the Department 
will spend, over the life of a new building, more monies for rent and utilities 
than it will if the new facility is constructed. Usfng the present value method, 
at a six percent rate, we estimate that the Department will save about $400,000 
over the life of a new facility (20 years,) This is a conservative estimate 
because we have not included savings that would undoubtedly result from: 

1. elimination of duplicate equipment 
2. more efficient telephone services 
3. cross-utilization of personnel 
4. reduction in travel costs 
5. possible consolidation of services 
6. elimination of the need to hire additional employees 
7. reduction in cost for savings in energy consumption. 



PART I11 

FINANCIAL ANALYSIS 



EXPLANATION OF PRESENT 
VALUE ANALYSIS 

The following schedules show the detailed cost analysis using the present value 

technique, which is an accepted, precise and accurate method of measuring the value 

of money when comparing the paying of funds during different time periods. 

Present value converts future payments under various options, in this case continuing 

to lease facilities or construct a new facility, to present dollar values. This provides 

management with a valid cost comperison when making the decision whether to 

continue to lease or construct a new facility. 

Schedule 1 

This schedule merely shows the estimated construction costs and service costs for 

the construction option over a 20-year period. A 20-year period was selected because, 

if the construction option is  cost justified over a relatively short conservative period, 

the analysis tends to be more valid. 

Schedule 2 

This schedule shows the estimated lease and service costs over the same 20-year period. 

The 1979 amounts serve as a basis and reflect the actual lease cost presently paid for 

existing facilities and the estimated service costs. Estimating only 5% increases in 

lease and service costs is conservative and defensible. 

Schedule 3 

This schedule converts the annual costs, shown on schedule 1 and 2 ,  to the present 

value using a 6% rate of return. The bottom line shows that the construction option 

is more favorable by $400,006, when considering the salvage value of the new facility. 

The salvage value was calculated by estimating the useful life of the building at 

30 years or 10 years beyond the 20-year cost analysis. 

Most state owned facilities have a useful life far beyond 30 years, which would greatly 

increase the savings to construct. For example, if the useful life of the facility was 

40 years,  the saving, using the same analysis, would be $1,280,958. 



Schedule I 

Year 

ANALYSIS OF CONSTRUCTION AND SERVICE COSTS 
OVER A 20 YEeR PERIOD 

cons tructionl service2 
Costs Costs 

~ovingj 
Costs 

Footnotes 

I.  Construction costs provided by Architecture and Engineering Division. 

2 .  Services costs calculated at $2 per square foot plus 52 annual increase. 

3.  One-Time cost to move to new facility. 
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Schedule 111 

SCHEDULE COVERING THE AIWUAL CONSTRUCTION Ah3 LEASES COSTS 
OVER A 20 YEAR PERIOD TO PRESENT VALUE SO TFAT THE 

CONSTRUCTION AND LEASE OPTIONS CAN BE COMPARED 

P r e s e n t  
Value 

0 f 
$1.00 

Year a t  6% 

I TOTALS 

New F a c i l i t y  
Cons t ruc t ion  

& Service  
Costs  

Less  Salvage Value 

Ren ta l  F a c i l i t i e s  
Lease & Serv ice  

Costs  

P re sen t  
Value 

New F a c i l i t y  

P r e s e n t  
Value 

R e n t a l  F a c i l i t y  

P r e s e n t  Value t o  Cons t ruc t  $4,199,704 $4,199,704 

I Savings if Const ruc t ion  Option Se lec t ed  $ 400,006 

I Salvage Value Fornula 

Assumptions 

1. Cons t ruc t ion  c o s t s  t o  i n c r e a s e  7.5% peT year .  

b 2 .  Useful  l i f e  of t h e  b u i l d i n g  is 30 y e a r s  and t h e r e f o r e  has 10 y e a r s  v a l u e  
remaining a t  the end of  20 y e a r s .  

I 



PART IV 

O P I N I O N S  FROM INDEPENDENT SOURCES 

A. Coates, Herfurth & Englund 
Actuaries and Consultants 

C. Excerpt from "Report on Examination of Financial 
Statements" by 

Greteman, Adams & Co., Certified Public 
Accountants undvr conLract with the office 
of the Legislative Auditor. 



September 5 ,  1978 

Mr. James J .  Murphy 
A s s i s t a n t  Adminis t ra tor  ' 

~ i v i s i o n  o f  kTorkers '  Compensation 
815 Front  S t r e e t  
Helena,  Montana 59601 

Dear M r .  Murphy: 

You have r e c e n t l y  reques ted  our  op in ion  a s  t o  t h e  p r o p r i e t y  o f  t h e  
D iv i s ion  us ing  S t a t e  Fund monies t o  c o n s t r u c t  an o f f i c e  b u i l d i n g  t h a t  
would be used t o  house t h e  D iv i s ion  and o t h e r  agenc ies  o f  t he  Department 
o f  Labor and I n d u s t r y .  As I understand i t ,  t h e  b u i l d i n g  would c o s t  i n  
t h e  neighborhood of $4 m i l l i o n  and the  r e n t s  paid by t h e  agenc ies  and 
t h e  D iv i s ion  o f  Workers' Compensation would provide a  r a t e  of  r e t u r n  o f  
approximately 6% on t h e  monies i nves t ed .  This  6% would be  based on a  20 
yea r  u s e f u l  l i f e  of t h e  b u i l d i n g  and proper ty .  

I n  response t o  your f i r s t  ques t i on  a s  t o  t h e  p r o p r i e t y  o f  t h e  
S t a t e  Fund i n v e s t i n g  i n  r e a l  e s t a t e ,  t h i s  i s  c e r t a i n l y  n o t  an unusua l  
investment  f o r  an insurance  company o r  a  S t a t e  Fund t h a t  underwr i tes  
long-term r i s k s .  The b a s i c  concern t h a t  one might have wi th  r e s p e c t  
t o  an investment  i n  r e a l  e s t a t e ,  i s  t he  ques t i on  of  l i q u i d i t y .  While 
banks do have l i m i t a t i o n s  on t h e  loans  they a r e  a b l e  t o  make because 
o f  t h e i r  l i q u i d i t y  requi rements ,  insurance  companies t h a t  underwr i te  
Long-term r i s k s  do not  have t h i s  same l i q u i d i t y  problem and thus  
i t  i s  a  prudent  d e c i s i o n  f o r  them t o  i n v e s t  i n  r e a l  e s t a t e  o r  long- 
term bonds. I n  f a c t ,  were i t  no t  f o r  insurance  companies and sav ings  
and l o a n s ,  t h e r e  would be a  cons ide rab l e  sho r t age  of  monies a v a i l a b l e  
f o r  r e a l  e s t a t e  and mortgage loans .  

I n  e n t e r i n g  i n t o  an investment i n  r e a l  e s t a t e ,  one o f  t h e  b i g g e s t  
concerns one has  i s  t h e  occupancy r a t e s  of  t h e  s t r u c t u r e  du r ing  i t s  
l i f e t i m e .  S ince  t e n a n t s  can come and go q u i t e  e a s i l y ,  un l e s s  t h e r e  
a r e  some very  long term l e a s e s  involved,  one has  t o  be assured  t h a t  
t h e r e  i s  a  d e f i n i t e  market p lace  f o r  t he  f a c i l i t y  t o  draw i t s  t e n a n t s  
from. I n  view of  t he  f a c t  t h a t  t h e  t enan t s  w i l l  come from o t h e r  
agenc i e s  of  t h e  Department o f  Labor and I n d u s t r y ,  i t  would seem t h a t  
t h i s  concern wi th  r e s p e c t  t o  occupancy would no t  m a t e r i a l i z e .  The 
r a t e  of r e t u r n  t h a t  one would r e c e i v e  on t h i s  type  o f  investment  i s  
c e r t a i n l y  r e l a t e d  t o  t he  r i s k  of  low occupancy. Should t h e r e  be  some 
gua ran t ee  from t h e  Department of Labor and I n d u s t r y  a s  t o  f u l l  r e n t i n g  
o f  t he  f a c i l i t y  f o r  t h e  next  20 y e a r s  o r  f o r  a cons ide rab l e  number o f  

I yea r s  i n t o  t he  f u t u r e ,  then  a  lower r a t e  o f  r e t u r n  would be j u s t i f i e d .  
Should t h i s  p roper ty  base i t s  l e a s e  c o s t s  t o  i t s  t e n a n t s  on a  6% r e t u r n  . 
on a  20 y e a r  u s e f u l  l i f e  o f  t h e  s t r u c t u r e ,  i n  r e a l i t y ,  because o f  t he  
i n f l a t i o n  t h a t  we c u r r e n t l y  have i n  b u i l d i n g  c o s t s  and i n  p rope r ty  

. . . A C I V ~ S ~ O N  O F  COMPENSATION & CAPITAL INCORPORATED 
A TOTAL COMPENSATION C O N S U L T I N G  F I R M  

CHICAGO LAKE FOREST. ILL. = LOS ANGELES SAN FRANCISCO WEST CHESTER. PA. 



Mr. James J .  Murphy 
September 5 ,  1978 
Page 2 

v a l u e s  and a l s o  due t o  t h e  f a c t  t h a t  20 y e a r s  i s  a  v e r y  s h o r t  l i f e t i m e  
f o r  a  b u i l d i n g ,  the r a t e  of r e i u r n  probably w i l l  exceed t h i s  q u i t e  
cons ide rab ly .  I t  i s  no t  unusual  t o  assume 2 b u i l d i n g  would have a  
u s e f u l  l i f e  of  40 t o  50 y e a r s .  

The s i z e  of  the  investment  of  $4 m i l l i o n  t o  a  S t a t e  Fund wi th  t o t a l  
a s s e t s  of  $63 m i l l i o n  we do no t  cons ide r  t o  be improper.  We base  t h i s  
c o n s i d e r a t i o n  on the  s i z e  of  t h e  contingency funds a v a i l a b l e  and a l s o  
t h e  s i z e  of  t h e  r e s e r v e  f o r  compensation b e n e f i t s .  

I n  your l e t t e r ,  you ques t i on  a s  t o  whether an expend i tu re  of  t h i s  
n a t u r e  i n d i c a t e s  t h a t  excess  monies a r e  a v a i l a b l e .  This q u e s t i o n  could 
be  asked another  way ... i s  i t  necessary  t o  s e t  a s i d e  monies today 
f o r  f u t u r e  payments t o  be paid t o  c u r r e n t  c la imants .  Should t h e  D i v i s i o n  
n o t  s e t  t h e s e  funds a s i d e  and change t h i s  exper ience  t o  the  c u r r e n t  
employer 's  c la im accounts  f o r  c la ims t h a t  occur  t h i s  y e a r ,  t hen  it would 
be  u n f a i r  a s  f u t u r e  employers would be paying t h e  b e n e f i t  payments f o r  
t h e  c la ims  t h a t  occurred t h i s  yea r .  Thus, i t  i s  neces sa ry  t o  set t h e s e  
monies a s i d e  t o  a s su re  t he  f u l l  payment o f  t he  claim by t h e  c u r r e n t  
employers .  

These monies s e t  a s i d e  a r e  c a l l e d  r e s e r v e s  o r  c l a im  l i a b i l i t i e s  and 
a r e  t o  be i nves t ed  i n  a  prudent  manner s o  t h a t  t h e  investment  r e t u r n  
earned  on t h e s e  funds reduces t h e  amount of  money t h a t  t h e  employer i s  
paying f o r  a  c la im a t  t h i s  t ime. For example, i f  one were t o  pay a  
c l a iman t  $100 a  month f o r  t h e  next  10 y e a r s ,  one should no t  charge t h e  
employer t h e  f u l l  amount of  t h e  $100 times 12 months t i n e s  10 y e a r s ,  bu t  
should d i s coun t  the  d o l l a r s  t h a t  a r e  paid i n  t he  f u t u r e  by t h e  money 
t h a t  t h e  employers r e s e r v e  f o r  t h i s  c la im w i l l  e a r n  ove r  t he  next  10 
y e a r s .  

I n  summary, provided t h e  agenc ies  o f  t h e  Department of  Labor and 
I n d u s t r y  w i l l  l e a s e  t h e  f a c i l i t y  on a  long-term b a s i s ,  t h a t  t h e  t o t a l  o f  
t h e  c o s t  o f  t h e  b u i l d i n g  and s i t e  w i l l  be approximately 6% of  your t o t a l  
a s s e t s  and t h a t  the  r a t e  of  r e t u r n  i s  reasonable  f o r  t h e  long-term 
n a t u r e  of  t h i s  investment  then  we cons ider  t h i s  investment  t o  be  prudent  
and reasonable  f o r  t h e  D iv i s ion  t o  undertake.  

Should you have any ques t i ons  regard ing  our  comments o r  l i k e  t o  
f u r t h e r  d i s c u s s  t h i s ,  p l ea se  do not  h e s i t a t e  t o  c o n t a c t  me. 

S i n c e r e l y  yours ,  

COATES. HERFURTH & ENGLAND. A C T U A R I E S  A N D  CONSULTANTS 



Excerpt from "Report on Examination of Financial Statements" 

by 

Greteman, Adam & Co., Certified Public Accountants 

under contract with the Office of the Legislative Auditor 

"PHYSICAL PLANT 

The Helena staff of the Division are located in three separate locations. 

All of these offices are leased with the lease on the mein office expiring 

July 1, 1979 and the lease on the two smaller offices expiring January I, 

1980. This physical separation is inefficient. 

RECOMMErnATION 

Since all leases expire very soon, we recommend that the Division locate 

office space large enough to accommodate all bureaus within the Division 

and allow for future growth. " 



THOMAS L. JUDGE 
GOVERNOR OF MObITANA 

February 14, 1979 

Senator William X. Lswe, Chsizxxn 
Lzbor S l?npPoq..ilent Relations Committee 
State Ca~itol 
Helena, ET 59601 

Dear Senator Lowe: 

At our recent hearing on Senate Joint Resolution 2.1, the 
proposal to construct an office building for the Department 
of Labor, we testified that the financial analysis was 
submitted t o  an independent consultant for review. The 
consultant is sn expert in the field of life cycle costing, 
and we believed his review was necessary to insure that our 
methods were correct. 

DAVID E. FULLER 
COMMISSIONER 

We mentioned at the hearing that the consultent was s e ~ d i n g  
a letter smarizing the results of his revLew. The letter 
arrived today, and we thought your committee would be 
interested in receiving a copy. 

I have enclosed sufficient copies of this memo and the consul- 
tant's letter for distribution to yo=r cornittee. The consultant's 
opinion does add credence and expert testimony to the departnent's 
analysis. 

Please cail me if you have any questions. 

Commissioner 



management . . 
and planning 

serv~ces member 0, The Group 

February 5, 1979 

Mr. Jms J. Ivlurply 
Assistant  Administrator 
Division of Workersf Conpersat ion 
Epar tment  of Labor 8 Industry 
815 First Street 
Helena, bbnt ana 59601 

Per your request ,  I have r e v i e ~ d  your December ll, 1978 letter analyzing t h e  
ccunpxrative l i f e  cyc le  costs of construction of a ncw o f f i c e  f a c i l i t y  versus 
continuation of leas ing  of space. Based on our e . d n a t i o n  of your uork papers,  
it appears t h a t  your l i f e  cycle  cos t ing  methodology is co r r ec t ,  assumptions on 
cost and cost t rends  appear reasonable airtd t h a t  you have considered a l l  of t h e  
inportant  f a c t o r s  that w u l d  a f f ec t  t he  cost  of each option.  

You had asked re t o  provide a "layman's ins igh t  on t h e  concept of salvage value.  
Sinply s t a t & ,  salnge value of an asse t  is its worth to  an owner a f t e r  us ing  it 
f o r  a nurber of years. For e q l e ,  i f  a bui lding has a use fu l  l i f e  of t h i r t y  
years and you used it f o r  twenty years,  t he re  uould still be sorre econanic value 
of t h a t  bui lding t o  t h e  owner a t  t h e  end of t h e  twent ie th  year.  The m t h o d o l o a  
you have used t o  conpute salvage value is c o m l y  known as t h e  replacement cost 
technique, whereby you I) determine what proportion of usefu l  l i f e  remains i n  t h e  
f a c i l i t y  at t h e  end of your ana ly t i ca l  period and 2) deterinine t h e  cost ( i n  fu ture  
do l l a r s )  of replacing that portion of t h e  a s s e t .  

I wish you the best  of luck i n  your request for l e g i s l a t i v e  a p p m l ; "  You haw":-', 
presented a very good ana ly t i ca l  case. I f  you have fu r the r  questions,  p l r z s e  
contact  me. 

Sincerely ,  

Pnul Mar 
Director ,  Ivhnagemnt Consulting 



STATEMENT IN OPPOSITION TO 
SENATE BILL 239 

STATE OF MONTANA ) 
) ss. 

County of Missoula ) 

Jeremy G .  Thane, f i r s t  being duly sworn upon h i s  oa th ,  
deposes and says :  

I am a  l i c e n s e d  p r a c t i c i n g  a t t o r n e y  i n  t h e  S t a t e  of  
Montana, havlng been s o  engaged s i n c e  1951.  For t h e  p a s t  
twenty-f ive years  and more I have been d i r e c t l y  engaged i n  

' t h e  p r a c t i c e  of  l a b o r  law, devoting a  s u b s t a n t i a l  p o r t i o n  of 
my p r a c t i c e  t o  c o l l e c t i v e  barga in ing  and o t h e r  l a b o r  r e l a t e d  
mat t e r s .  I have been engaged i n  t h e  pub l i c  s e c t o r  having 
represented  t h e  Univers i ty  of Montana, t h e  C i t y  o f  Missoula, 
and t h e  Ci ty  of  K a l i s p e l l ,  among o t h e r s ,  i n  l a b o r  n e g o t i a t i o n s  
under t h e  Pub l i c  Employees Co l l ec t ive  Bargaining Act. I 
have been p r i m a r i l y  engaged i n  t h e  p r i v a t e  s e c t o r  of c o l l e c t i v e  
barga in ing ,  having been re t a ined  f o r  many yea r s  by t h e  
Employers Associa t ion  of  Western Montana, Inc .  , a multi-employe 
c o l l e c t i v e  barga in ing  group i n  t h e  wholesale and r e t a i l  
i n d u s t r y .  I am a l s o  r e t a i n e d  by Missoula Construct ion 
c o u n c i l ,  Inc . ,  a  multi-employer c o l l e c t i v e  barga in ing  group 
of  cons t ruc t ion  c o n t r a c t o r s ,  and, s i n c e  t h e  amendment of t h e  
Nat ional  Labor Re la t ions  Act (Taf t -Har t ley)  t o  cover  non-profi t  
h e a l t h  c a r e  f a c i l i t i e s ,  I have been r e t a i n e d  by Mountain 

1 
S t a t e s  Health Manpower Management Associat ion which i s  a  
group formed t o  provide advice and nego t i a t ing  a s s i s t a n c e  i 
f o r  h e a l t h  c a r e  f a c i l i t i e s .  The a s s o c i a t i o n  p r e s e n t l y  l i s t s  
among i t s  members a l l  of t h e  h o s p i t a l ' s  i n  western Montana, 
except  one. The s i n g l e  except ion being t h e  h o s p i t a l  a t  
Whitef ish,  Montana. 

I 
I make t h i s  s ta tement  i n  oppos i t ion  t o  Senate  B i l l  239 

because I f i r s t  of a l l  be l i eve  t h a t  r e q u i r i n g  p a r t i e s  t o  a  
l a b o r  d i spu te  t o  submit t h e i r  problem t o  binding a r b i t r a t i o n  

I 
i s  wrong. I a l s o  oppose t h i s  b i l l  because i n  my opin ion ,  it 
i s  a u s e l e s s  a c t .  Since t h e  1974 amendments t o  t h e  Nat ional  
Labor Re la t ions  A c t  v i r t u a l l y  every h e a l t h  c a r e  f a c i l i t y  i n  

I 
Montana f a l l s  w i t h i n  t h e  j u r i s d i c t i o n  of t h e  Nat ional  Labor 
Rela t ions  Board. There i s  nothing i n  the  National  Labor 
Rela t ions  Act a s  it i s  p r e s e n t l y  w r i t t e n  t h a t  r e q u i r e s  
binding a r b i t r a t i o n  as  a  r e s o l u t i o n  between opposing f a c t i o n s  

1 
of l a b o r  and management. The d o c t r i n e  of  f e d e r a l  pre-emption 
makes h e a l t h  c a r e  f a c i l i t i e s  s u b j e c t  t o  t h e  f e d e r a l  l e g i s l a t i o n  
r a t h e r  than any s t a t e  l e g i s l a t i o n .  Congress has  seen f i t  t o  
j e a l o u s l y  p r o t e c t  t h e  r i g h t  t o  s t r i k e  during t h e  t h i r t y  
years  s i n c e  t h e  o r i g i n a l  passage of t h e  Taf t -Har t ley  Act, 
and even p r i o r  t o  t h a t  l e g i s l a t i o n .  There i s  noth ing  i n  t h e  

J 
I 



National  Labor ÿ elations Act r equ i r ing  binding a r b i t r a t i o n ,  
and f o r  Senate B i l l  239 t o  s i n g l e  o u t  non--profi t  co rpora t ions  
t h a t  a r e  h e a l t h  c a r e  providers ,  and at tempt  t o  r equ i re  them 
t o  submit t h e i r  problem t o  binding a r b i t r a t i o n  i s  unworkable 
wi th in  t h e  framework of t h e  National Labor Rela t ions  Act. 
Since t h e  1974 amendments t o  t h e  n a t i o n a l  l abor  l a v  l e g i s l a t i o n ,  
h e a l t h  c a r e  f a c i l i t i e s ,  whether they  be f o r  p r o f i ~  o r  non-pro f i t ,  
a r e  t r e a t e d  t h e  sane as  any o t h e r  bus iness  e n t e r p r i s e .  

With r e s p e c t  t o  t h e  concept of  binding a r b i t r a t i ~ n ,  it 
can be an o b s t a c l e  t o  t h e  prompt and peaceful  se t t l ement  of  
c o l l e c t i v e  barga in ing  c o n t r a c t s  r a t h e r  than  an a i d  t o  such 
s e t t l e m e n t .  In  my experience where c o n t r a c t s  have c a l l e d  
f o r  binding a r b i t r a t i o n  i n  t h e  event  t h e  p a r t i e s  a r e  unable 
t o  s e t t l e  t h e i r  d i f f e r e n c e s  wi th  regard t o  wages and f r i n g e  
b e n e f i t s ,  t h e  union has f e l t  t h a t  they  should hang on t o  
t h e i r  h igh  demands u n t i l  t h e  mat ter  i s  f i n a l l y  forced i n t o  
a r b i t r a t i o n  s o  t h a t  by asking f o r  much more than  they  expect ,  
t h e  a r b i t r a t o r  who may be i n c l i n e d  t o  "d iv ide  t h e  babyt1 w i l l  
s t i l l  g ive  them a  s u b s t a n t i a l  inc rease ,  even though no t  
a l lowing them a l l  they  had demanded during t h e  process  of 
n e g o t i a t i o n s .  

I would f u r t h e r  c r i t i c i z e  Senate B i l l  239 i n  t h a t  it 
s i n g l e s  o u t  one s e c t o r  of t h e  economy t o  saddle  with mandatory 
b inding  a r b i t r a t i o n .  Fur ther ,  t h e  proponents of t h e  l e g i s l a t i o n  
do n o t  appear t o  have a  background with r e s p e c t  t o  t h e  
a v a i l a b i l i t y  of s u i t a b l e  a r b i t r a t o r s .  There j u s t  a r e  n o t  
q u a l i f i e d  a r b i t r a t o r s  a v a i l a b l e  i n  most comrnuniti.es i n  
Montana t o  meet t h e  requirements of  t h i s  a c t .  Likewise, t h e  
p rov i s ion  f o r  t h e  number of a r b i t r a t o r s  makes t h e  problem 
even worse, s i n c e  it requ i res  t h e  s e l e c t i o n  o f  t h r e e  a r b i t r a t o r s  
i n  a d d i t i o n  t o  t h e  a r b i t r a t o r s  appointed by each s i d e .  Most 
a r b i t r a t i o n s  a r e  conducted by one a r b i t r a t o r ,  t h e  same as  
most l awsu i t s  a r e  t r i e d  by one judge. I f u r t h e r  f e e l  t h a t  
t h e  p rov i s ion  f o r  p e t i t i o n i n g  a  Distr ict  Court  t o  se lec t  
t h r e e  a r b i t r a t o r s  p laces  an undue burden upon an a l ready 
overworked Court .  

The primary a rea  where t h e  l e g i s l a t u r e  i n  Montana has 
delved i n t o  l a b o r  r e l a t i o n s  and c o l l e c t i v e  barga in ing  i s  i n  
t eacher  nego t i a t ions  and pub l i c  e ~ p l o y e e  c o l l e c t i v e  bargair..S.ng. 
Nei ther  of these  a reas  have been exemplary i n  t h e i r  r e s u l t s ,  
I t  i s  my opinion t h a t  t h i s  l e g i s l a t i o n  i s  t o t a l l y  unnecessary 
a s  explained above because it c o n f l i c t s  with t h e  National 
Labor Rela t ions  Act p rov i s ions ,  t h e  procedure i n  t h e  b i l l  i s  
unworkable and l a s t l y  I would submit t h a t  t h e  motivat ion 
behind t h i s  proposed b i l l  has i t s  base i n  a  prolonged s t r i k e  
i n  Missoula. The f a c t  t h a t  t h e r e  was a  s t r i k e  a t  a l l  i s  
r e g r e t t a b l e .  The f a c t  t h a t  it l a s t e d  s o  long i s  more 
r e g r e t t a b l e ,  b u t  t h e  reasons f o r  t h e  s t r i k e  were unique i n  



that it arose out of an individual's effort to form a new 
union to establish a position for himself. The lack of 
experience and appropriate guidance of that individual was 
the major factor giving rise to the strike in  iss sou la. 

It is urged that the committee report be a "Do Not 
Pass" recommendation, and that the bill be strongly opposed 
whenever it comes up for a vote. n 

subscribed 
February, 1979. 

(Notarial S e a l )  

and 



CITY O F  BILLINGS 
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BILLINGS. M O N T A N A  59103 

PHONE (4061 24R.7511 

The C i t y  o f  3 i  1 1  ineqs has some s e r i o u s  concerns  a b o u t  
SB 239 w h i c h  i t  hopes t h i s  colnr~ii t t e e  v r i  l l  c o n s i d e r  b e f o r e  
t a k i n g  a c t i o n  on t h e  B i  1 1 .  

F i r s t  o f  a l l  t he  C i t y  f e e l s  t h a t  t h i s  b i l l  cc ,u ld be 
i n t e r p r e t e d  t o  e x t e n d  b i n d i n g  a r b i t r a t i o n  t o  employees 
o f  c i t y ,  c o u n t y ,  o r  c i  ty-cour i t . ;  h e a l t h  depar tments .  And 
t h e r e f o r e  we w i l l  oppose the  b i l l  u n l e s s  s p e c i f i c  exempt ions  
f o r  these employees a r e  race i n  t h e  b i l  1 .  I t  i s  s u y g e s t e d  
t h a t  t h e  b i l l  be  amended on page 1 ,  l i n e  2 3  f o l l o w i n g  
i n f i r m  pe rsons .  t o  read:  "Th is  does n o t  i n c l u d e  c7:nployers 
o f  any employees o f  m u n i c i p a l i t i e s  o r  c o u n t i e s  u r ~ l t s s  t h e  
l n u n i c i p z l  i t y  o r  c o u n t y  o p e r a t e s  a h o s p i t a l  o r  r i t l l . .sing home 
f a c i  1 i t y . "  The two rezsons f o r  t h i s  a w e n d ~ e n t  a r e  as 
f o l l o w s .  F i r s t  o f  a l l  employees o f  c i t y  o r  c o u n t y  h e a l t h  
d e p a r t r r ~ e n t s ,  w h i l e  p r o v i d i n g  a v a l u a b l e  s e r v i c e  t o  t h e  
c o ~ m u n i t y ,  a r e  n o t  p r o v i d i n g  a  s e r v i c e  t h a t  wou ld  have 
s e r i o u s  and adve rse  a f f e c t s  :rpon the  ~9l ; imuni t y  i f  t h a t  
s e r v i c e  were i n t e r r u p t e d  o r  d i s c o n t i n u e d  w h i c h  i s  u n l  i k e  
t h e  a f f e c i s  t h a t  c o u l d  occu r  when emplo:/ees o f  h o s p i t a l s  
o r  n u r s i n g  homes 30 on s t r i k e .  Secondly the  C i t y  o f  B i l l i n g s  
i s  opposed t o  any b i n d i n q  a r b i t r a t i o n  c l ~ u s e  where a d i s i n t e r e s t e d  
t h i r d  p a r t y  i s  mak ing  a d e c i s i o n  t h a t  v iou ld be b i r l d i n a  on t h e  
l o c a l  gove rnnen t  and i t s  enp loyees .  The g o v e r n i n q  body  o f  a 
l o c a l '  government i s  e n t r u s t e d  w i t h  r e p r e s e n t i n g  t h e  p e o p l e  
and  t o  agree  t o  b i n d i n g  a r b i t r a t i o n  i s  a  v i o l a t i o n  o f  t h e i r  
t r u s t  a n d  e l e c t e d  d u t y .  

Another  c o n c e r n  w i t h  t h i s  b i l l  i s  i t s  l a c k  o f  a "no 
s t r i k e  c l a u s e " .  i f  t h e r e  i s  enough conce rn  t o  even c o n s i d e r  
a b i n d i n g  a r b i t r a t i o n  b i l l  because i t  i s  f e l t  t h a t  l a b o r  
d i s p u t e s  o f  t h i s  n a t u r e  n u s t  be r e s o l v e d  s o  t h e r e  i s  n o  
d i s r u p t i o n  o f  s e r ~ t i c e ,  then Ehere s h o u l d  be a s p e c i f i c  
no s t r i k e  c l s u s e  w h i c h  f u r ~ h e r  s t a t e s  t h a t  i f  a s t r i k e  
o r  any type o f  work s?o:\rdown o c c u r s ,  the  eri!r,joyees t h e n  
l o s e  t h e i r  r i g h t  t o  r e q u i r e  b i n d i n 9  a r b i t r s t i o n .  

Thc s r c t i o n  i n  s ~ ~ b s c c t i o n  ( 2 )  o f  s c c t i o n  6 on page 3 
and f c u r  i s  a l s o  Q F  concern .  T h i s  s t a t e s  t h a t  t h e  h e a r i n q  
n u s t  be  h e l d  w i t h i n  10 u n l e s s  ti-? p r e s s  o f  c o u r t  b u s i n e s s  
w i l l  n o t  a l l o w  i t .  T h i s  "p ress  o f  c o u r t  b u s i n e s s "  e x c l u s i c n  
r e n d e r s  remedx! t h r o u g h  t h e  c o u r t  s y s t e v  almost  u s e l e s s  s i n c e  

t h i s  e s t a b l  i shes  s nettled whereby i t  c o u l d  be r n ~ n c h s  b e f o r e  
the  h e a r i n g  i s  conduc ted .  



One f i ~ s l  c o n c e r n  d e a l s  v:itI-t t h e  apptl .al  Frcctls; f o r ~ n d  i n  
s u b s e c t i ~ n  ( 2 )  o i  S e c t i o n  6 on page 1 4 .  T h i s  sectioq a l l ~ w s  
t h e  p e t i t i o n e r  t o  a p p e a l  t h e  d e c i s i 7 n  o r  t h e  c o c r t  t o  t h e  
Supreole Court  h u t  der l ie5 t i l l s  r i  j h t  t 3  ibc. r f : s p ~ n l e n t .  T h i s  
i s  a v i o l a t i o n  o f  due process  o f  Isw a n d  c o u l d  b e  found t o  
be u n c o n s t i t u t i o n ~ l .  



STATEMENT I N  SUPPORT OF 
SENATE B I L L  2 5 2  

STATE OF MONTANA 1 
) ss.  

County of  Missoula ) 

Jeremy G .  Thane, f i r s t  be ing  duly  sworn upon h i s  o a t h ,  
deposes and says :  

I am an a t t o r n e y  a t  law, I have been engaged i n  t h e  p r i v a t e  
p r a c t i c e  of law s i n c e  1 0 5 1  i n  t h e  S t a t e  of  Montana. For t h e  p a s t  
twenty- f ive  yea r s  a s i g n i f i c a n t  p a r t  o f  my p r a c t i c e  has  been 
involved  wi th  l a b o r  law. I have r ep resen ted  employers i n  t h e  
wholesale  and r e t a i l  i n d u s t r y  through t h e  Employers Assoc ia t ion  
o f  Western Montana, I n c . ,  a  multi-employer c o l l e c t i v e  ba rga in ing  
group. I have a l s o  been t h e  n e g o t i a t o r  f o r  Missoula Cons t ruc t ion  
~ o ' u n c i l ,  I n c . ,  a multi-employer grocp engaged i n  t h e  c o n s t r u c t i o n  
i n d u s t r y ,  and i n  r e c e n t  yea r s  have been t h e  l a b o r  n e g o t i a t o r  f o r  
t h e  Mountain S t a t e s  Heal th  Manpower Management ~ s s o c i a t i o n  which 
was formed t o  provide l a b o r  law s e r v i c e s  t o  h e a l t h  c a r e  f a c i l i t i e s  
w i t h i n  t h e  S t a t e  o f  Montana s h o r t l y  a f t e r  t h e  Nat iona l  Labor 
& e l a t i o n s  Act (Ta f t -Har t l ey  Act )  was amended t o  apply t o  h e a l t h  
c a r e  f a c i l i t i e s  g e n e r a l l y .  In  a d d i t i o n  t o  t h e s e  t h r e e  a s s o c i a t i o n s ,  
I have a l s o  r ep resen ted  a  v a r i e t y  of  p r i v a t e  c l i e n t s  i n  connect ion 
wi th  l a b o r  r e l a t i o n s  ma t t e r s  throughout western Nontana. 

I make t h i s  s t a t emen t  i n  suppor t  of  Senate  B i l l  252 because 
I b e l i e v e  t h i s  i s  a  good b i l l .  The e f f e c t  of t h e  b i l l  would be 
t o  r e t u r n  e l i g i b i l i t y  f o r  unemployment compensation t o  t h e  p o s i t i o n  
it was i n  p r i o r  t o  t h e  d e c i s i o n  by t h e  Montana Supreme Court  i n  
August o f  1978 i n  Cont inenta l  O i l  Company v...Board of  Labor Appeals. - 
p r i o r  t o  t h e  cour t ' s  d e c i s i o n ,  emplzyees who were on s t r i k e  
a g a i n s t  t h e i r  employer were i n e l i g i b l e  f o r  unemployment b e n e f i t s .  
The c o n t i n e n t a l  O i l  d e c i s i o n  changed t h a t  long s t a n d i n g  p o s i t i o n  
by r e q u i r i n g  t h e  payment of  b e n e f i t s  t o  s t r i k e r s  u n l e s s  t h e  
employer 's  bus iness  was s u b s t a n t i a l l y  a f f e c t e d  by t h e  s t r i k e ,  o r  
c losed  down. The e f f e c t  of t h i s  d e c i s i o n  i s  t o  make t h e  employer, 
through h i s  mandatory c o n t r i b u t i o n s  t o  t h e  unemployment fund, 
b u i l d  up a  s t r i k e  b e n e f i t  fund t o  a s s i s t  h i s  employees dur ing  any 
s t r i k e  they may choose t o  i n s t i t u t e .  

My obse rva t ion  o f  t h e  l a b o r  management f i e l d  over  many y e a r s  
i n d i c a t e s  t h a t  government has more and more seen  f i t  t o  i n t e r f e r e  
with  t h e  ba lance  of power t h a t  e x i s t s  between the f a c t i o n s  wi th  
t h e  r e s u l t  t h a t  l a b o r  unions have become i n c r e a s i n g l y  powerful 
u n t i l  t h e y  t h r e a t e n  t o  c o n t r o l  l a r g e  seqments o f  our  economy. 
Many people  a r e  alarmed a t  t h e  i n c r e a s e  i n  power that has  taken  
o l a c e  t o  t h e  b e n e f i t  o f  t h e  l a b o r  unions and t h e  r e s u l t i n g  
A, inflation, and i n  s e v e r a l  i n s t a n c e s ,  c o r r u p t i o n  which t h a t  power 
tends  t o  breed .  SB 252 w i l l  p revent  y e t  another  subs idy  t o  
unions i n  p reven t ing  t h e  unemployment b e n e f i t  fund from be ing  
used a s  a  s t r i k e  fund. 



The fact should not be overlooked that strikes are very 
costly to employers as well as to strikers. There is no assistance 
fund available to an employer, there should be none available to 

4 
strikers other than what they provide themselves. Unernployn~ent 
compensation should be an insurance program to aid workers who 
are temporarily unemployed through no fault of their own, 

The bill presently under consideration does not really 
change the situation from what the labor unions have been facing , 

for many years. There have been some strikes, starting with the 
continental Oil Company strike, where strikers have been able to 
collect benefits, but these have been relatively insignificant in 
number because of the short time since the Court changed the 
eligibility interpretations. Anyone familiar with labor union 
practices should be aware that strike funds are built up by the 
union members through their dues and assessments, and that the 
national organization frequently makes funds available for strikers 
to assist them in their ability tc maintain a strike against 
their employer for increased wages and fringe benefits. To add 
to that fund the additional m~nies available under unernplopent 
coxpensation benefits would be a serious altering of the balance 
of power which already is tipped heavily in favor of the unions 
and strikers. 

I respectfully suggest that if the legislation under consideration 
is not passed by this Legislature there will be an increasing 
nurher of strikes in the inunediate future, which will result in a 
dramatic drain on the unemployment compensation benefit fund. 

4 
Nontana is in a problem situation with its fund already because 
of the effects of the economy on employment and because of the 
seasonal nature of a great deal of Montana's employment. To fail 
to pass this legislation and thereby leave standing the Court 
interpretation making unemployment benefits available to strikers 
would surely require an increase in contributions by employer's 
to the fund, which would be passed on to the consumer, thus 
starting another round of price increases. The bill should 
receive a "Do Pass" recommendation, and should be strongly 
supported when it comes up for vote. /7n 

subscribed and Fehruary, 
1979. 

(Notarial Seal) 
~ e s i d i n ~  at Missoula Mon ana 
I V I ~  commission expire;: 4 2 7  -77 
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