
HOUSE LABOR AND EMPLOYMENT RELATIONS COMMITTEE MINUTES 
January 27, 1983 

The House Labor and Employment Relations Committee convened 
on January 27, 1983 at 12:30 p.m. in Room 224K of the State Capitol 
with Chairman Williams presiding and all members present. Chair­
man Williams opened the meeting to executive session. 

EXECUTIVE SESSION 

HOUSE BILL 277 Chairman Williams recognized Rep. Smith. Rep. 
Smith said HB 277 addresses the independent 
contractor problem and the bill is to correct 

some shortfalls within the act. He said they would like this to 
come out as a committee bill as they are not happy with the way 
it was drafted. He asked it Mr. Hunter could address the problem. 
Permission was granted. David Hunter, Commissioner of Labor, 
said the issues addressed in HBs 277 and 406 are pretty complex 
and as there is a drafting problem in 277, he felt the issues 
could be presented more clearly as a committee bill. 

Rep. Harper mentioned it would take a three-quarters affirmative 
vote to make a committee bill and so this could be a precarious 
route. Mr. Hunter said they had spoken to Speaker Kemmis and he 
had suggested seeing if the committee could be prevailed upon to 
permit this. Rep. Harper added that to be a committee bill the 
committee must agree with the essence of the bill and he didn't 
know if the committee understood the bill well enough to have 
that agreement. Rep. Smith said what they are trying to do is 
to get an independent contractor to state his position as such 
and so waive his rights under workmen's compensation. Mr. Hunter 
added that the intent of the bill would remain the same. 

Chairman Williams suggested keeping the title and rewriting the 
bill to make it a substitute bill. In that case no committee 
action would be needed at this time. He said the bill could be 
scheduled for a hearing and Rep. Smith could present his substitute 
bill. He said the committee would hear HB 406 at the same time 
since they are similar. All agreed this was a good route to follow. 

HOUSE BILL 314 

REPRESENTATIVE FRANCIS BARDANOUVE, District 6, chief sponsor, said 
he was the sacrifical lamb. He said David Hunter had got ahmld of 
him and twisted his arm. He said neither side would touch this one 
as both management and labor oppose it. But, he said, if we don't 
pass this bill or some version of it, we will be in a very uncomfort­
able position of having our employment fund bankrupt. A couple of 
years from now we will be 22 million in the hole and quite likely 
heading in deeper. He said we could well be facing a 45 to 50 
million deficit in the fund. If we go in the red the federal govern­
ment will loan us the money. If we are in the red for two years, we 
will be paying 10 percent annual interest. He said the administration 
got wise after Pennsyvariia borrowed 2 billion dollars and Uncle Sam 
can't get its money back. There is a 10 percent interest penalty 
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and an even worse penalty. Employers in Montana will pay .8 of 
one percent on payroll; but if we don't turn that fund around, the 
treasury will increase our contribution .3 of one percent until a 
ceiling of 5.4 percent is reached. This woull.d be a horrible 
assessment on Montana business and an increase of 700 percent. 
This bill has a unique alignment of opponents -- labor doesn't 
want it and neither does business. You won't touch it -- you will 
bury your head under the rug and let the find go broke. We could 
have extremely high obligations to pay back. We should be fiscally 
responsible and pay as much of our bills as possible when they 
come due. The part that labor doesn't like - the limitation on 
the increase in benefits - would limit the drain on the fund. The 
base salary would rise and the employers don't like that. I would 
urge you to face your responsibilities today. Tell people we are 
taking care of ourselves and don't intend to become a welfare state. 

DAVID HUNTER, Commissioner of Labor and Industry, spoke next as a 
proponent. He said there is a choice as we can allow the trust 
fund to go broke and borrow from the federal government. He 
said he felt it was his statutory responsibility to inform the 
Legislature and offer a proposal to keep the trust fund solvent. 
This proposal would raise the tax on the employer and reduce the 
amount of benefits. He used charts to show the schedule of contri­
bution rates; the unemployment trust fund balance from 1980 through 
1985; the average weekly wage, maximum week unemployment benefit 
amount, average weekly benefit amount and annual taxable wage base 
of the present and proposed laws. A copy of this was also given 
to each member and a copy is Exhibit 1 of the minutes. Suggested 
amendments, a copy of the fiscal note, and the anticipated fiscal 
impact numbers is Exhibit 2. 

JIM MURRY, Executive Secretary, AFL-CIO, spoke next in opposition. 
A copy of his statement is Exhibit 3 of the minutes. 

JIM MAYES, Operating Engineers, Local 400, spoke next in opposition. 
A copy of his statement is Exhibit 4 of the minutes. 

F. H. BOLES (Buck), Montana Chamber of Commerce, spoke in opposition. 
He used one of Mr. Hunter's charts to make a point that the employers 
would be paying less if the money were borrowed from the government 
than if this bill were to pass. He mentioned that the taxable wage 
base increases by $200 each year without anything being done. He 
said previous legislation has designed the program as it is and it 
is fair and the $200 a year increase is fair. He said this is an 
emergency situation we are facin~ but he didn't feel this bill was 
designed for emergency conditions. 
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EUGENE FENDERSON, Laborers' 254, rose in opposition. He said for 
the record they concur with the testimony given by the AFL-CIO. 

WYATT FROST, Cement Workers Local 239, spoke next in opposition, 
and a copy of his testimony is Exhibit 5. 

ROBERT N. HELDING, Montana Wood Products, spoke in opposition to the 
bill. 

KEITH OLSON, t-1ontana Logging Association, said they opposed the 
bill. 

JIM HUGHES, Mountain IBell, spoke in opposition. He didn't feel 
the problem was a long term one and that borrowing from the federal 
government was the way to go now. He said we should not increase 
the burden on the employers. 

REPRESENTATIVE BARDANOUVE in closing said in his 26 years in the 
Legislature the bill had accomplished something he had rarely seen 
-- got all in the same corner. He said he had a pretty good labor 
record - anywhere from 75 to 90 percent. He said he believed some 
of the testifiers believe in Santa Claus or in Reagonomics. He 
said he knew of a rancher who sold $48,000 worth of cows and the 
check bounced. He faces foreclosure with no unemployment compenasa­
tion to look forward to. He said quit feeling sorry for yourself. 
He said he was surprised to see the free enterprise system embrace 
social welfare. He said he had been reading a lot in magazines 
about a social disease that is sweeping America called herpes, 
which is caused by certain people crawling into bed together. 
He said he felt in a couple of years we will have a heck of a 
lot of economic-labor herpes around. 

Questions were asked by the committee. 

Rep. Ellerd asked if this bill is following what appears to be the 
pr'esent push to build up Montana by building up business - by taxing 
business. Mr. Hunter said one of the primary indicators of our 
business climate has been the solvency of the unemployment trust 
fund. He said we will see our rating with the United States 
Chamber of Commerce decline significantly if we let the fund go 
into deficiency. He said we will have a serious image problem 
if we borrow. He said it will be an added burden on the employers 
whether we borrow or go this other route. 

Rep. Smith asked of Mr. Boles if he advocated that we go on the 
dole to the federal government. Mr. Boles said the federal law did 
not suggest that anyone in particular be taxed for the interest 
should you decide to borrow. The money to pay the interest comes 
from the general fund and not the trust fund. That is the way the 
law was written. 
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The question was asked as to what would be the actual compounded 
interest we would pay. Mr. Hunter said we don't know the answer 
as federal regulations haven't been finalized. 

Rep. Miller asked conce~ning borrowing from the State Board of 
Investment. Rep. Bardanouve responded that this would not be 
economically wise as long as they get more than 10 percent interest, 
and there would not be a way of paying back. 

Rep. Hannah said even if the recession was to change and the economy 
improved we would still have to do something to address the continuing 
spread. What are some of the options available? Do we correct simply 
by raising the rates and will this solve the long term problem? 
Mr. Hunter said we could take the lid eYf..f the taxable wage base 
or limit the benefits to the wage base. Rep. Hannah mentioned 
the 77-79 year seemed to mark a change and caused the fund to 
head in the different direction. So the imbalance was caused by 
the mechanism rather than the recession. Chairman Williams said 
the. recession has also played a part. 

Rep. Ellerd suggested using the 195 money which might be available at a 
lesser interest rate than we would need to pay the federal government. 

Chairman Williams closed the hearing on HB 314 and opened the 
meeting to a hearing on HB 174. 

HOUSE BILL 174 

REPRESENTATIVE HAL HARPER, District 30, chief and only sponsor of 
the bill, said this is a fairness bill and not a revenue raising 
one. The lower you set the taxable wage base the more burden it 
places on the businesses with the lower paid employees. They pay 
unemployment insurance on almost every dollar they pay their 
employees. Once you get over the taxable wage base cap every dollar 
paid the employee is free. Retailers and other lower-paid employee 
businesses are not the ones draining the funds in most places--it 
is the construction companies, wood products companies and other 
companies with higher paid and usually a more seasonal work pattern; 
and these are the ones that are really hurting and going into economic 
collapse. He suggested two amendments 'be added: one to add a 
$37,500 cap and the second a lowering of rates (this schedule is 
Exhibit 6 of the minutes). 

WYATT FROST, Cement Workers, spoke in support of the bill and a copy 
of this testimony is Exhibit 7 of the minutes. 

GEORGE ALLEN, Montana Retail Association, spoke next In support and 
a copy of his testimony is Exhibit 8 of the minutes. 
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JIM MURRY, Executive Secretary of the Montana State AFL-CIO, spoke 
next in support and a copy of his testimony is Exhibit 9. 

JIM MAYES, Operating Engineers, Local 400, spoke next in support 
and a copy of his testimony is Exhibit 10. 

FRANK J. DAVIS, Executive Director of the Montana State Pharma­
ceutical Association, spoke next in support. A copy of his 
testimony is Exhibit 11. 

PHIL STROPE, Montana Tavern and Innkeepers Association, spoke next 
in support. He said he was there both to lend the~r support and 
explain why this should pass into law and HB 314 turned down. 
He said if you decide not to go with this bill adopt HB 301 and 
go into the borrowing program. He said the factor is that almost 
all their wages would be taxed and they would still be paying a 
disproportionate share. This bill in its modified version would 
increase the overall tax base and decrease the tax rate which 
would benefit them. He said their employees draw very little 
from the fund. He said he joins with the testimony of the retail 
establishments and the pharmaceutical people. He said they have 
run out of gas to carry their friends in the construction and wood 
industries. 

CHAD SMITH, Unemployment Compensation Advisors, Inc., spoke in 
opposition. He said he represents small business also as none 
have over 100 employees and only a few over 50. He asked that 
the committee try not to do anything that would raise taxes. 
He felt it would be unjust to raise the tax base. He questioned 
that there were many full-time employees working for $8200 a year. 
He said employers most responsible for the drain should be collected 
from with a rating schedule to give a better break to those who have 
never had a claim. 

ROBERT N. HELDING, Montana Wood Products, opposed the bill. He 
felt the way to go to salvage the fund for the present was to 
borrow. 

JIM HUGHES, Mountain Bell, strongly opposed the bill. He said he 
does represent a large employer with well paid employees. He 
said they pay in $700,000 a year to the fund and their employees 
draw very little from the fund. He said with this bill their 
taxes would be increased 69 percent. 

REPRESENTATIVE HARPER closed. He said in 1979 Mr. Porter from 
Billings had a hard time raising the taxable wage base from $6400 
to $8000. He said the same arguements are being made as were 
made then and from exactly the same people. He said we are faced 
with a situation now where middle class workers are queuing up in 
the unemployment lines. He said the plug has been pulled from the 
bottom of the fund and it is draining out. He said the way 
the bill is written it is not to raise extra money to save the 
fund but is to make it more fair. He said the base of the states 
around us are at least $2,000 higher than ours. He said this is 
an economic recovery bill - a small business bill. 
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Questions were asked by the committee. Rep. Addy asked Mr. Hunter 
if he had figures on the employers with a deficit account. Mr. 
Hunter read from a list. All were large corporations. Anaconda 
had paid in $240,000 and benefits withdrawn were $4,100,000. 

Chairman Williams closed the hearing on this bill and opened the 
hearing on HB 308. 

HOUSE BILL 308 

REPRESENTATIVE FRANCIS BARDANOUVE, District 6, chief sponsor, said 
the bill is a result of the Personnel Labor Commission and has a 
lot to recommend it. He said it received ten of the 12 votes on 
the commission. He said Duane Johnson, an outspoken labor advocate, 
in 1973 after the session was appointed to the Personnel Appeal 
Board, recommended this bill. The bill means that the Board should 
hire its own staff independently of the Department of Labor. He 
said he had heard an ugly rumor that the forces were lining up to 
oppose the bill. 

TOM SCHNEIDER, Montana Public Employees Assoc., spoke in support. 
He said a similar bill passed the house and Senate in 1979 and 
was vetoed by the governor. He said having the same department 
hire the staff as you are filing your claim with could lead to 
unfair labor practices. He said this Board should be completely 
neutral and a way to do that is to have them hire their staff 
independently. 

CHIP ERDMAN, Montana School Board Association, spoke in support. 
He said he did not intend to imply that the Board does not operate 
in an independent fashion, but this would add to ins image of 
neutrality. The collective bargaining procedure would have added 
creditability and both labor and management would benefit from that. 

DAVE HUNTER, Commissioner of Labor, spoke in opposition. He said 
he had discussed the bill with the governor and he had suggested 
he appear in opposition. He said having the staff responsible to 
the department helps in the day to day accountability. He said 
he didn't see why this area of personnel appeals should be different 
from other quasijudicial boards all of whose staff report directly 
to the department heads. He felt the conflict of interest was one 
of image only. He said if there are cases heard against another 
management person they can get an outside hearing examiner from the 
Attorney General's Office. He said the ultimate protection for 
the person with the complaint is the Board which sets in unbiased 
review and can be appealed to. 

ALLEN JOSCELYN, neutral member on the Board of Personnel Appeals, 
said the Board had arrived at a decision this past Friday to oppose 
the bill. He said the Board sees no need for this power. He said 
they feel the administration of this would be cumbersome since they 
meet about once a month. 
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REPRESENTATIVE KELLY ADDY spoke in opposition although he said he 
said he couldn't get really worked up about it. He said what the 
bill would do is assign a new managerial function to the Board. 
The burden you are placing on the Board will require them to hold 
longer and more frequent meetings. He said if you do this, you 
should also raise their pay. He said there is legislation 
before the committee to assure that there would be impartial 
hearing examiners as it allows for disqualifying examiners. 

REPRESENTATIVE BARDANOUVE asked in closing if you got involved with 
the county attorney, would you like to have the county attorney 
pick your attorney for you, and do you think you will get a fair 
trial? 

Due to lack of time there were no questions from the committee. 

Meeting adjourned at 2:55 p.m. 

Respectfully submitted, 

Emelia A. Satre, Sec. 
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UNEMPLOYMENT INSURANCE TRUST FUND BALANCE 

As Of June 30 Balance 

1980 $ 8,197,000 

1981 19,633,000 

1982 13,863,000 

1983 -1,115,000 

1984 -11 ,285,000 

1985 -22,555,000 

1-11-83 
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AVERAGE WEEKLY WAGE, MAXIMUM WEEK UI BENEFIT AMOUNT, ~,II 
AVERAGE WEEKLY BENEFIT AMOUNT & ANNUAL TAXABLE WAGE BASE IN MONTANA 

I 
CY 82 CY 83 CY 84 CY 85 

Existing Proposed Exi sfl ng Proposed Exi sfl ng propose! 
Law Law Law 

Average 
Weekly Wage $282.32 $303.49 $326.25 $350.72 I 
Average I 

Weekly Benefit $120.00 $132.00 $144.00 $136.00 $157.00 
Amount 

Maximum 
Week 1y Benefit $158.00 $169.00 $162.00 $182.00 $167.00 $196.00 
Amount 

Annual 
Taxable Wage $8000 $8200 $10,200 $8400 $11 ,000 $8600 
Base 

BENEF ITS/l~AGES IN BASE PERIOD/TAXABLE WAGE BASE 

f1aximum Benefi t Average Benefi t Taxable 
Weekly t~ages In Base * Weekly ~~ages In Base * Hage 

Year Amount Period To Qualify Amount Period To Qualify Base 

1982 158 16,432 120 12,480 8,000 

1983 169 17,576 132 13,728 8,200 

1984 182 18,928 144 14,976 8,400 

1985 196 20,334 157 16,328 8,600 

*Assumes claimant worked for entire base period with weekly earnings equal to two 
times his weekly benefit amount. 

$141.01 

$179.00. 

$11 ,800 I 

I 
I 
I 
I 
I 
I 
~ 

..J 
I 
I 



Proposed Amendments to HB 314 

Page 2, Line 25 

Following: 
Omit: 
Insert: 

IITimes ll 
1145%11 
1147.5%. On and after July 1,1984, an eligible individual's 
weekly benefit amount shall be the total base period wages 
divided by the number of weeks of covered employment times 
45%.11 

Page 3, Line 10 

Fa 11 owi ng: 
Strike: 

Insert: 

IIDetermined ll 
IISixty, and in their entirety lines 11, 12, 13, 14 and lIyearll 
on 1 i ne 15. 
"On and after July 1, 1983, 57.5% of the average vleekly 
wage shall constitute the maximum weekly benefit amount. 
On and after July 1, 1984, 55% of the average weekly wage 
shall constitute the maximum weekly benefit amount. 
The maximum weekly benefit amount as calculated herein, 
shall apply to all maximum benefit amount claims filed 
to establish a benefit year commencing on or after July 
1 of the same year." 



• STATE OF MONTANA 
REQUEST NO. ____________ _ 

FISCAL NOTE 

Po rill lil> 15 

W In compliance with a written request received , 19 ___ , there is hereby submitted a Fiscal Note 

fr)1 _~~_:31_~ ____ ._._ pursuant to 'Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

Backyrollnd information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

• ot till· Legislature upon request. 

• 
Description of Proposed Legislation: 

To remove the $200 ceiling from UI taxable wage base increase and allow base to equal 
75% of statewide average weekly wage. Also to decrease percentage used to calculate 
individual UI benefit entitlement. 

iii Assumptions: 
1. Assume taxable wages under current law equal to 48% of CY84 total wages or $1,826B in 

FY84 and 46% of CY85 total wages or $1.98 in FY85 -- for current wage base of $8,200 
in CY83, $8,400 in CY84 and $8,600 in CY85. 

• 2. Assume taxable wages under proposed law equal to 58% of CY84 total wages or $2,114B 
in FY84 and 58% of CY85 total wages or $2.2898 in FY85 -- for proposed wage base of 
$10,200 in CY83, $11,000 in CY84 and $11,800 in CY85 . 

.. 3. Assume Schedule X or 3.1% average tax rate for the biennium under current and 
proposed law. 

4. Since proposed tax base increase takes effect 1-1-83, assume additional $3M in 
_ contributions under proposed law for 4th fiscal quarter 1983. 

5. Assume interest earnings at 10% per year. 

.. 

If 

.. 

~. Assume decrease in FY84 expenditures under proposed law by 5% due to calculating 
claimant's WBA at 47.5% of his average weekly wage instead of current 50%. Assume 
additional decrease in FY84 benefit expenditures under proposed law by $1,300,000 
due to decrease in calculated maximum WBA from 60% of previous year's statewide 
average weekly wage to 57~% (decrease maximum WBA from projected $182 current law 
to $167 proposed law in FY84 • 

7. Assume 10% decrease in FY85 benefit expenditures under proposed law due to calculating 
claimant's WBA at 45% of claimant's average weekly wage instead of current law 50%. 
Assume additional decrease in FY85 benefit expenditures under proposed law by $2,750,000 
due to decrease in calculated maximum WBA from 60% of previous year's statewide average 
weekly wage to 55% (decreases maximum WBA from projected current law of $196 to $179 
under proposed law in FY85) . 

.. See attached for Fi sca 1 Impact: 

• 
BUDGET DIRECTOR 

Office of Budget and Program Plannin[1 

D~t"· 
~......... ------ --- --- - - ----- - - ._. --. --

.. 

• 



• Continuation Fiscal Note 

HB 314 

Fiscal Inpact: ., 
Revenue 
Contributions 

.. Interest Earnings 
Total 

.. Benefi t Expendi tures 

Net Effect 
Revenue - Expenditures 

Ul Trust Fund Balance 

lit 

rt 

.. 

• 

.. 

FY84 

Current Law 
$56,600,000 

-0-
56,600,000 

67,900,000 63,200,000 

(11,300,000) 2,481,437 

(16,032,282) 749,146 

Current Lav/ 
$58,900,000 

-0-
58,900,000 

71,300,000 

FY85 

(12,400,000) 

(28,432,282) 

Pro?osed Law 
$70,950,000 

449,344 
71,399,344 

61,350,000 

10,049,344 

10,793,490 
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TESTIMONY OF JAMES W. MURRY ON HOUSE BILL 314 
BEFORE THE HOUSE LABOR AND EMPLOYMENT RELATIONS COMMITTEE 

JANUARY 27, 1983 

I am Jim Murry, executive secretary of the Montana State AFL-CIO. Our organiza­
tion opposes House Bill 314. We support the provision to increase the taxable 
wage base, although it is not as good as House Bill 174 in that direction. 
But we oppose the part which cuts the unemployed workers' benefits. 

We are very well aware of the disastrous state of the une~ployment insurance 
trust fund. It is very clear that supply-side economics has led directly 
to this condition by causing such high levels of unemployment. The state 
is not to blame for what is happening. But what should be the state's response? 

There are three possible responses, which can be taken singly or in combination. 

The first is to cut the benefits received by unemployed workers. That is 
what the bill does. The second would be to raise the amount of money received 
from employers. This bill also does that. The third method is to borrow 
from the federal government. First let's look at workers' benefits. 

It doesn't make sense for some people at the national level to accuse Montana 
workers of being responsible for their own unemployment. Surely we would 
all agree to that. 

But it also doesn't seem fair to make those same unemployed workers pay 
the penal ty for the mess that the national economy is in. 

It is always tough for a worker who loses a job. Not only is there the eco­
nomic stress of figuring out how to feed a family and pay the rent, but 
there is a direct increase in health problems, in spouse and child abuse, 
in drug and alcohol abuse and in suicides and other forms of death. The 
stress of losing a job, at a time when other jobs are not available, is 
one of the worst pressures on a person in our society. 

During a recession, that stress is even worse. A person laid off during 
the 1981 ARCO closure in Anaconda and Great Falls could hope that the overall 
economy would improve and that other jobs would be provided, even if ARCO 
didn't intend to do so. But at this point in the recession or depression, 
even that hope has disappeared. 

The average weekly benefit for UI recipients in 1982 was only $120 per week. 
That is not enough to support a family. With utility rates skyrocketing, 
the choice of freezing or starving is no longer the domain of the elderly 
alone. 

PRINTED ON UNION MADE PAPER 
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., Since only about 40% of the unemployed receive UI, both here in Montana 
and in the nation, that means that the people who do not receive UI, or 
who have run out of their eligibility, must find some other means of survival. 
And that means an increased burden on state and county taxes, for the people 
who still do have jobs. 

It is not just the workers and their families who benefit from UI, for as 
long as it lasts. Whole communities have become dependent on the UI checks, 
which have replaced real paychecks for so many workers in so many communities. 
Towns like Anaconda, Butt~ Libby, Kalispell, Columbia Falls, and Missoula, 
have been particularly impacted by UI checks. That has kept main street 
merchants open, who would otherwise have gone into the record bankruptcy 
statistics. 

HB 314 takes a particularly unfair way of lowering worker benefits. It 
lowers the benefits received by a worker by reducing the benefit from 50% 
to 45% of that workers' average weekly wage. However, many workers who 
were laid off from higher paying jobs are subject to the maximum wage, which 
is computed as 60% of the state's average weekly wage. Such workers will 
not be affected by HB 314's cuts in benefits, because even with the 45% 
provision, their entitlement will still be above the maximum limit. 

What that means is that the lowest paid workers who can be expected to have 
the fewest resources to cope with unemployment, will be the ones who are 
penalized. Cutting worker benefits during a recession is unfair, and this 

~ is the least fair means of making those cuts. 

The second means 
from employers. 
is much better. 
our support for 

of protecting the UI trust fund is to raise more money 
A provision is contained in HB 314 for that, but HB 174 
Since HB 174 is also being heard today, I will discuss 

it during the debate on that bill. 

The third method of protecting the fund is to borrow from the federal government. 

During the 1975-77 recession, the fund also experienced problems. From 
1976 to 1978 the fund borrowed $10.5 million from the federal government's 
unemployment insurance trust fund. 

After the economy turned around, and some changes were made in the UI law, 
the money was paid back, and the fund balance again climbed to a peak of 
$26.2 million in the black in 1980. 

We support the borrowing, if it is necessary, as a way of keeping the fund 
with enough money to pay checks, without penalizing the unemployed workers. 
The recession can't last forever. Pressure is mounting from both parties, 
and from business as well as labor for President Reagan to change the course. 
As soon as that happens, this nation will begin the long climb back to better 
economic times. And if the course is not changed, then the electoral process 
will provide a remedy. 
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House Bill 302 has already passed the committee, to allow for the UI trust 
fund to borrow and providing for the repayment of the interest entailed. 
Twenty other states are already taking that path, and most of the rest will 
soon follow. Even if our worst fears are realized and we have in fact entered 
a depression, the federal government will be forced to do something to help 
out all the states which cannot cope with the increased burdens of unemployment. 

We ask that you vote no on House Bill 314. There is a better remedy -­
House Bills 174 and 302. Please don't penalize the workers who have already 
given up their jobs to the recession. They have already sacrificed enough. 

Thank you. 
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UNITED CEMENT, LIME AND GYPSUM WORKERS 

LOCAL UNION NO. 239 AFL-CIO 
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Wyatt Frost 

Box 804 
ADDRESS 
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Testimony of Wyatt Frost on House Bill 314 before House Committee on Labor and 

Employee Relations January 27, 1983 

Mr. Chairman, members of the committee, we rise in opposition to this bill. 

I am Wyatt Frost from Cement Workers Local 239, Three Forks. 

We like the idea of raising the taxable wage base. But we do not think this bill 

goes far enough. We do not believe there should be any cap on the taxable wage base. 

We oppose any reduction in unemployment insurance benefits. Unemployment insurance 

benefits is the only income most of the unemployed have. Any reduction in benefits 

would not only hurt us, it would also hurt the people we buy from. Main street 

merchants would suffer because we would have to cut back even further. 

Since we have been laid-off many of the things we and many others considered necessities 

have become luxuries. 

We respectfully ask that you oppose this bill and support House Bill 174. It is 

a better deal for all concerned. 

Thank you. 
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UNITED CEMENT, LIME AND GYPSUM WORKERS 

LOCAL UNION NO. 239 AFL-CIO 
THREE FORKS, MONTANA 

Wyatt Frost 
NA'v1E OF WRiTER 

P.O. Box 804 
ADDRESS 

Three Forks, Montana 59752 
CITY, STATE AND ZIP 

TESTIMONY OF WYATT FROST ON HOUSE BILL 174, BEFORE THE HOUSE COMMITTEE ON LABOR AND 
EMPLOYMENT RELATIONS, JANUARY 27, 1983 

Chairman, members of the committee. My name is Wyatt Frost. I am Financial 

Secretary of the Cement Workers Local 239, in Three Forks. 

As I told you the other day, most of us who work for Ideal Cement have been 

laid off. This lay-off has perked up our interest in the unemployment insurance 

system. 

Being laid off is also giving us the opportunity to watch our government at 

work. It has been enjoyable and educational. We appreciate our system of government 

more because of our experience. But, given a choice, weld rather be working. 

We like House Bill 174. We hope you will support this important legislation. 

House Bill 174 will help the Unemployment Insurance Trust Fund overcome serious 

financial problems. At the same time this bill will help small businesses in Montana. 

Right now small businesses are paying their fair share of unemployment insurance 

costs. In comparison some big businesses are not paying as much as they should. 

The tax burden for large and small businesses are the same. Small businesses are 

paying the maximum unemployment insurance tax. At the same time their employees may 

not be eligible for the maximum benefits. Employees of larger businesses are often 

eligible for higher benefits, even though their employer paid no more into the 

Unemployment Insurance Trust Fund. 

This bill could correct a situation where small businesses are subsidizing larger 

~ businesses. This bill would give a break to many small businesses. 

House Bill 174 would help the Unemployment Insurance Trust Fund and at the same 
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time correct an injustice in the Unemployment Insurance Tax system. 

We urge you to support House Bill 174. 

Thank you. 

JANUARY 27, 1983 



Mr. Chairman and Members of tile Committee: 

My name is CeQrge Allen, I am the lobbyist for tile Montmla Retail 

Association. I am here today in support of House Bill 174. 

This is a revolutionary idea for unemployment insurance. You may call 

this a bill to equalize the responsibility of providing unemployment 

insurance benefits to our citizens. 

The retail business for years has been very close to a one hundred 

percent employer. We are the state's LAnCEST CONTRIBUTOn to tile unem­

ployment insurance fund. In comparison to what we pay in, we dr'CH-J very 

little out. We feel we have been subsidizing the dct'icitl; employer long 

cnou/jh. 

The retaj ( urmnuni ty works on a very low profit margin. Pr'obably the 10wc5t 

profit fr ,1 ;in uf any group contributing to the fund. The Lu'[,;cst burden for' 

providing unemployment in5urance is placed on the shouldet':::> of those le3st 

able to pay. 

The person hho is breaking the fund is not the low-scllaried employee. 

It ic, the employee that makes fifteen to twenty-five thOU:;311d in "ever;:ll 

months of work, then draws unemployment insurance for a period of time. 

At one time I visited with a seasonal employer about hL; \.'mployec's :~:lldt'il~:;. 

This is his story: The good employees that they wanted to keep have their 

unemployment insurance figured into their yearly s3lary pdckage, figuring tlley 

will work eight to ten months a year and draw unemf.JloymcnL insur'allce trw 

remaining months of that year. This insures them tlleir good people will be 

there when they need them next year. That is only a forty to fifty percent 

employer. 
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As you know, th~s is not an isolated case. Many deficite employers have 

the same philosophy. The retailer, being a one hundred percent employer, 

finds himself in a position of providing part of the deficite employees 

scheduled annual salary. 

We have a new set of problems facing us in the 80's that we did not have 

in the previous decades. We have all seen on television, heard on the ~adio, 

read in magazines and newspapers of the new problems. For example, we see the 

mid-management, well-educated, higher paid employee standing in the unemploy­

ment lines for the first time in their lives. No longer is it just the blue 

collar, or the lower income person making demands on unemployment insurance. 

Large companies are cutting back, causing many problems. We have seen a good 

example of that here in Montana during the past year. For as long as I can 

remember, if a person worked for some of the long established, powerful 

companies in Montana they had it made. You would never expect their employees 

to be found standing in the unemployment insurance lines. During the past 

few months there has been numerous unemployment insurance claims made by these 

employees. These are the better educated people with the higher paying jobs. 

Let's look at the mining operation in Butte. As I understand it, everything 

will be suspended this spr illc';. Men will loose their job.s and will be claiming 

unemployment insurance. For m:llly of them thi~-l will be their first experience 

standing in unemployment in:;ur'(lllC,-- liiH::_, fo!' many of them are mid-management, 

engineers, electricians, vlell-tr'ained, well-educated, higher paid employees. 

Yet the company only paid into unemployment insurance funds on the first 

$8200. 00 of each employee's salal'Y. 

We cannot solve the unemploymen t insurance problems of th>: eigh ties wi th the 

old tools of the sixties and seventies. 

If this bill is passed it will not generate a lot of additional funds for the 

department, but it will shift the burden in a more equitable manner from the 

employer least able to pay to the employer more able to pay his fair share. 

We, the retailers, are not trying to get out of paying our reasonable share. 

We want to shoulder the burden that is ours. However, we feel we have been 
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discr'iminated against long enou[;h. The time is now for the legislature 

to take cOI'l'ecti ve action to equalize the unemployment insurance bur-den> 

I I'JOuld like to tell you of one specific store owner and his problems. 

This is a store in the northern part of the state. This businessman has 

owned the store 1'01' twenty seven (2'() years. La~st year was the first year 

he did not n1ilkl~ a pI'ofi t. lIe is not gual"an teed a maq:;in of profit like !')ome 

of the businesses and industries in Montana. He must risk one hundred per­

Cl:llt or his invc~)tments, capital and abilities. With his current business 

di rt'icul tie" lj(~ is still required by law to pay unemployment compen:;a tion 

insurance despite the fact he had no profit to pay the insurance with. 

Thic) i5 not an i~30lated ca~se. In Montana last year there were over one 

bundl"cd ~)m(Jll l'u~;inesses that went bankrupt. You and I both know that 

Ult' unemploymellt compensation insurance he paid did not cause the bank­

l'uptCY, but it laid a brick on the wall that prevented him from stayine; 

How;e Bill lir!/! is a large step in the right direction. With the bill as 

amended to $35,700 at a rate of %1.6, the burden is equally shared by every­

O!l\' in f'lonLmd earn:Lng a pay check up to the amended figure. iVith a ereater 

pL:I'cen ta[;c of salaries being taxed the rate can sub[3tantially be reduced. 

)\:; you all knO\.J, I-95 is a bill to help small bu~)ilws;>es in Montana. The 

pl".-,3(!nt unemployment compensation insurance discourages anyone in small 

bll:3ine~)s from stZ1ying in business. It is counter productive. 

In closing, let me emphasize, this bill is NOT a bill to increase unemploy­

Ill<'nt. compcn:;ation in:mrallce taxes. It i:3 a bill to EOUALIZE the burden of 

pnwidillg utlCrnployrnent compen[3ation insuratlce fOI- OlH' citizen~3. 

Respectfully Submi tted, 

GEOl\GE E. ALLEN 
Executive Vice President 
Mont.ana Retail J\"sociation 
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ON HOUSE BILL 174, BEFORE THE HOUSE LABOR AND EMPLOYMENT RELATIONS COMMITTEE--
27, 1983 

The Montana State AFL-CIO supports House Bill 174 as one of the two means of handling 
the unemployment insurance crisis. This bill, along with HB 302 is the sensible 
means of surviving the present situation. Of course, neither this nor any other 
measure is a long-term solution to the funds problems. Only a better economy, created 
by changing the national direction, will supply that. But this is a good short-
term measure for surviving supply-side economics. 

You are aware that Montana's employers pay their unemployment compensation taxes on 
a sliding scale, based on their experience rating. Those who have done a better 
job of not laying off employees enjoy paying their tax at a lower rate. 

However, Montana has a taxable wage base, which means that the employer currently 
only pays on the first $8,200 in salary for each employee, regardless of how high 
the gross salary is. Since 1979, the amount of the taxable wage base has only been 
allowed to increase $200 per year, so that the wage base has fallen far behind its 
original intent of being pegged at 75% of the average wage. 

The effect of the wage base is that small employers pay unemployment insurance taxes 
at a far greater tax rate than large employers, who pay higher wages. If, for 
example, two employers are paying the same tax rate of 2.5%, on $8,200, then both 
pay exactly the same amount of money on their employee. But if one employer is a 
small business and only pays $8,200, while the other is a larger business paying 
$16,400, then the larger business is only paying half of the tax rate of the smaller 
one. 

The small \-lage base, limited to a $200 per year rise, is the primary reason that 
the unemployment insurance trust fund diminished so quickly in the face of the recession. 

HB 174 would not only establish the taxable wage base on "total wages", so that 
everyone with the same experience rating would be paying the same tax rate, but it 
also lowers the overall tax rate structure. 

The net result is an increase to the fund of over $22~ million over the next biennium, 
according to the fiscal note .. That is approximately the figure being used to 
project how much the fund will be in debt in the next two years. 

It is possible that this measure will not be enough to cuunter the effects of the 
national economy's dismal failures, especially if the economy gets worse. But this 
will certainly help, and it may preclude the fund from being in the red in two years. 

This bill is fair. It is part of the solution to the unemployment insurance trust 
fund crisis, along with HB 302 to allow for borror.-ling from the federal unemployment 
insurance trust fund, if necessary. Montana can't do much about the national economy 
which controls our economy. But we can take these important steps until 
better economic times return. 
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TESTIMONY ON HOUSE BILL 174, BEFORE THE HOUSE LABOR COMMITTEE 
JANUARY 27, 1983 
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My name is Jim Mayes, and I represent the Operating Engineers, Local 400, and 

the Montana State Building and Construction Trades Council in support of House Bill 

174. 

Everybody knows the Unemployment Insurance Trust Fund is in bad shape. The 

question is what we can do about it, while we wait for the economy to get better. 

House Bill 174 is the right way for Montana to deal with the problem. It raises 

the taxable wage base from only S8,OOO to 100% of the employee's salary. It also 

lowers the tax rates. 

The result of this bill is that small employers won't be paying such high tax 

rates in relation to the bigger employers. If businesses want to discriminate 

against small business, that doesn't concern us much. But when that big business 

bias in the law leads to reduced funds for the trust fund, then it is our business. 

This bill will raise a substantial amount of money, almost exactly equal to 

the amount the trust fund will be in the red. Of course, it's hard to predict what 

is going to happen with the economy in the next two years. Even the biggest 

pessimists in the labor movement couldn't have seen how far down the economy would 

be driven by supply side economics. We can't say for sure this bill will keep the 

Unemployment Insurance Trust Fund in the black, but it will sure help. And if the 

~economy picks up at all, this may be all the state has to do. 



iIDtouta:na ~tate ~ltarm&(£utical A.ssuciatinn 
1Jucorporntcb 
P.O. BOX 6335 

GREAT FALLS, MONT ANA 59406 
TELEPHONE 406-452-3201 

January 27, 1983 

Testimony Supporting HB 174 

By: Frank J. Davis, R.Ph. 
Executive Director 
Montana State Pharmaceutical Association 
P. O. Box 6335 
Great Falls, MT 59406 
Phone 452-3201 

Mr. Chairman: 
Members of the Committee on Labor and Employment Relations: 

The pharmacists of Montana and their association would appreciate your 

favorable consideration on HB 174. We believe this bill would more equitably 

distribute employer contributions to the unemployment fund. We believe the 

rate schedule proposed in this legislation would produce a better balance 

between the amount of money contributed to the fund by an employer and the 

benefits available to the employees of that company when needed. 

We support the testimony offered by the Montana Retail Association and 

would appreciate a do-pass recommendation from this committee. 

Thank you, 

.~~ 
Frank J. Davis 
Executive Director 
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January 28, 1983 

Representative tEl {-,lilliarns 
Chairrran 
House Labor and Eroployrrent Relations Comnittee 
Roan 224R 
State Capitol 
HelE'.na, Montana 59620 

Dear Representative vlilliarns: 

HB3o"8, sponsored by Representative Bardanouve at the request of the 
Personnel and I..abor Helations Study Ccmnission, would perroi t the Board 
of Personnel Appeals rather ·than the Departrrent of labor and Industry to 
hire its own staff. The Board of Personnel Appeals has ffi3.intained a 
strong tradition of neutrality and independence throughout its entire 
existence. The studies conducted by the Personnel and Labor Relations 
Study Ccmnission staff docurrented the neutrality of the Board of 
Personnel Appeals. The Board of Personnel Appeals is staffed by 
ertployees in the Personnel Appeals Division which is under the 
ffi3.nagerrent and supervision of the Depa.rtnent of Labor and Industry. 
This orqanizational structure is consistent with well established 
principies of State goverrurent m:magerrent, implerrented and ffi3.intained 
throughout the E'..xecutive branch since the days of executive 
reorganization in the early 1970's. 

Let's not turn back the clock on proven and effective principles of 
public administration by adopting the idea contained in HB308. HB308 is 
not necessary. The rreasure is inconsistent with the spirit of executive 
reorganization. There is no evidence, whatsoever, of any infringexrent 
on the authority of the Board of Personnel Appeals by the Ccmnissioner 
of . Labor and Industry, neither now nor in past administrations. 
fffi308 violates sound ffi3.nagerrent principles well established in State 
governrrent. 

The Board of Personnel Appeals is c<J!11X>sed of hard working, 
dedicated private citizens who give of their tinE nnd energy to serve on 
this important quasi-judicial roard. This responsibility takes them 
away from the regular responsibilities of work and family each rronth. 
Board rrembers do not work full tiIre and can hardly be expected to ffi3.nage 
the day-to-day functions of the full time staff in the Personnel Appeals 
Division. 

AN (Ot/1l1 f),'fY)fllllfJI'V' MPI tlVl.n 

<:) 

\V) 



Accountability for effectivp~ess and productivity rests with the Depart­
Il'el1t Director, as it should. I urge you and th~ rrembers of the Labor 
and Finployrrent Relations Conmittee to give HB308 a "do not pass" 
recomrendation. 

DMl'/jk 

cc: Labor and EmploYll'el1t 
Relations Caw.ri.ttee t-Enbers 

Sincerely, 

~AA., .t---
Dennis M. Taylor i 
Administrator 
Personnel Division 



, 

Page lwo 

(2)(d) indicates that the department shall provide staff to the board 
or agency and the agency may not hire its own staff unless specifically 
allowed by statute elsewhere in the chapter. 

This provision recognized that there may be situations under which a 
Board or Commission should have authority to hire its own staff to in­
sure strict neutrality and independence from the attached-to department. 

II. Agencies and Boards which are allocated to a department for administra­
tive purposes only but have been given statutory authority to hire 
their own staff or top staff. 

Commissioner of political practice allocated to the Office of the 
Secretary of State (Has authority to hire its own staff.) 

Board of Investments allocated to the Department of Administration 
(Has authority to hire top staff and approve the Department's appoint­
ment of other staff.) 

Merit System Council allocated to the Department of Administration. 
(Has authority to hire own staff.) 

Teacher's Retirement Board allocated to the Department of Administration 
(Has authority to hire own staff.) 

Historical Society, Montana Arts Council, and State Library are allo­
cated to the Board of Education but management of the staff is vested 
in the trustees of the Historical Society. the Montana Arts Council 
and State Library Commission. 

Division of Worker's Compensation allocated to the Department of Labor 
and Industry. (Has authority to hire its own staff.) 

Human Rights Commission allocated to the Department of Labor and Indus­
try. (Has authority to hire its own staff.) 

Board of Crime Control allocated to the Justice Department. (Has author­
ity to hire its own staff.) 

Highway Traffic Safety Program allocated to the Department of Justice. 
(Has authority to hire its own staff.) 

Board of Veteran's Affairs attached to the Department of Social and Re­
habilitation Services (SRS). (Has authority to hire its own staff.) 

Board of Pardons allocated to the Department of Institutions. (Has 
authority to hire its own staff.) 

Board of Oil and Gas Conservation allocated to the Department of Natur­
al Resources. (Has authority to hire its own staff.) 



I I 1. Reasons the Board of Personnel Appeals should have the authority to 
hire its own staff. 

The integrity and neutrality of a Board with responsibilities for 
deciding between conflicting parties is central to its overall 
effectiveness. Consistent with this-principle, the national 
Public Employment Relations Service, which recently reviewed 
Montana's Board of Personnel Appeals, recommended in strongest 
language that the Board of Personnel Appeals be "insulated from 
the Commissioner of Labor and Industry and other department heads 
so that no confl i ct of interest woul d exi st or be sugges ted". 

Both employees of the Department of Labor and Industry and man­
agement of the Department could be parties to a dispute before 
the Board. Since staff of the Board is hired and accountable to 
the head of the Department and are integrally involved in adjudi­
cating such disputes (act as hearings officers) there is a clear 
conflict of interest. 

Given the fact that the Board of Personnel Appeals has no direct 
control (absent agreements it can reach with the Commissioner of 
Labor and Industry) over the naming of its chief full-time adminis­
trator, if there were to be a philocophical division between the 
Commissioner and the Board, the Commissioner could select an 
Administrator who would be loyal to the philosophy of the Commis­
sioner rather than the Board. 

, 
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USl4e% this Chapter and an inaurer allows such 8ft el~10J1, t:he 
WOJ:ken- C~.atlQD Act doetI Rot apply t:o any of the follovill9 omr-al 

. l· 
, _~Ttt PUB. co. 

"........-.:I.I.n •• ~ont. 

••••••••••••••••••••••••••••••••••••••••••••••••• ~ ....... ~~;"; ••• ~ •••••••••• ;; •• ,;; ••••• -;.~ ;h ••••••••• 

Chairman. ~ 



STATE PUB. CO. 
Helena, Mont. 

Pap 2 of l 
8B 217 

.. L .. lIIl.LI.AMB ................................................................... . 
Chairman. 



. , Pap 3 of J 

l'ebraa~ 3, 83 
..................................................................... 19 ..•.•.••.••. 

M!l. SPEAKED.: 
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AftAClf UK POLLOWDIG ftl.ftMBIIT OP I!I'nft s 

S'tAHNINT OF Df'l"mft 
BOOSE BILL RO. 277 

.... ..",~ .. 
UD4er t.b.~-~l .. ,,~ effect prior to the eAactllent of tb~ act., -. 
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worker, for vb_ DO ccmtrib1ltloaa h..,. __ , is iajue4 _4 
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This bill aut.horiz.. the Dl Y1aiOll of Workers' COtIpeftaatioa 
of· ·the Dop&r13ient of Labor and lB4a8txy t.o adopt. rules to lJIpleJllmt 
this act. It i. the intent of the Legi.lature that the Diyision 
will provld~ an application fora and provide for a h.aring if tbe 
applicant diaAgreea with the Diviaion'. initial deterAination. 
Any allb.tot1 va ral.. adopted. purswmt to this act ."at. be consis­
tent with the atatutory definition ot -independent cont.ract:or.· 
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