
MINUTES OF THE MEETING 
STATE ADMINISTRATION COMHITTEE 

MONTANA STATE 
HOUSE OF REPRESENTATIVES 

January 29, 1985 

The meeting of the State Administration Committee was called 
to order by Chairman Sales at 9:00 a.m. in Room 317, State 
Capi tol. 

ROLL CALL: All members were present. 

CONSIDERATION OF HOUSE JOINT RESOLUTION NO. 10: Rep. Bob 
Bachini, District #14, sponsor of the resolution, appeared 
before the Committee and explained the purpose of the 
legislation. He told the Committee that the President of the 
Sons and Daughters of Montana Pioneers was present to testify 
also. 

PROPONENTS: Bruce Loble, Helena attorney and President of 
the Sons and Daughters of Montana Pioneers testified in 
support of the bill and explained how the land was gifted to 
the State in about 1946. Prior to giving the land to the 
State there was an understanding as to where the Sons and 
Daughters of Montana Pioneers headquarters was to be located. 
They would like to put a small plaque in the interior of the 
Sam W. Mitchell Building acknowledging the gift of the land 
for the construction of this building and the Pioneer's 
lVlemorial Building and :'1useum. He showed the Committee a photo­
copy of the proposed plaque but said that Legislative approval 
is required of all permanent plaques. 

Ellen Feaver, Director of the Department of Administration, 
spoke in favor of the resolution also. 

OPPONENTS: There were- no opponents. 

DISCUSSION OF HOUSE JOINT RESOLUTION NO. 10: There were no 
questions from the Committee, therefore the hearing on 
HJR 10 was closed. 

CONSIDERATION OF HOUSE BILL NO. 308: Rep. Jack Ramirez, 
sponsor of HB 308, said that the bill was introduced to clear 
up some of the problems with elections of irrigation and 
drainage district commissioners. He said they should not be 
handled through the regular election procedure and said it 
would be a cost savinq measure. He did not think this bill 
was the best alternative and said that there is a bill in the 
Senate, SB 169, that was requested by the'Secretary of State 
which he feels better handles the probler:J.. He suggested that 
the Committee hold this bill until the Senate takes action on 
SB 169 which is schedule for hearing on February 4, 1985. 
SB 169 provides for ballot by mail. The heart of HB 308 is 
page 3, line 25 and the top of page 4. These are very set 
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procedures and the commissioners are more akin to a corporation. 

PROPONENTS: Gordon Horris, Executive Director of the Montana 
Association of Counties, said he had no problem with waiting 
for SB 169. He explained that this is a weighted voting 
system based upon acreage. It is one vote for each 40 acres 
of land or fraction thereof. 

OPPONENTS: There were no opponents to the bill. 

DISCUSSION OF HOUSE BILL NO. 308~ 

from the Committee. 
There were no questions 

Rep. Ramarez closed his presentation of HB 308. 

The hearing was closed on HB 308. 

CONSIDERATION OF HOUSE BILL NO. ~43; Rep. Kerry Keyser, 
District #74, said that he introduced the bill for one reason 
and that is because the peo~le of the state have indicated 
a strong desire to vote for the person and not necessarily 
the party in the primary election. Many people have asked him 
why they have to vote a straight party ticket in the primary. 
The intent of the bill is to make all parties responsible to 
the public and offer them a real choice in the primary. The 
opponents say this will kill the two party system but 
~'Vashington and Louisiana have an open primary and it has not 
killed the two party system in those states. The people have 
consistently shown that they have voted for the person and it 
shows candidate dominance rather than party dominance in the 
general election. He said this bill would ~eet the needs of 
the strong independent minded people of the state of Montana. 
He explained that the candidates would still file by party but 
the names would be all on the same ballot. 

PROPONENTS: There were no proponents to the bill. 

OPPONENTS: Nancy Harte, Montana Democratic Party, read her 
prepared testimony in opposition to HB 243, which is attached 
as Exhibit #1. 

There were no further opponents. 

DISCUSSION OF HOUSE BILL NO. 243: Rep. Fritz asked how a 
political party could be assured of a place on the general 
election ballot. Rep. Keyser replied that they couldn't be 
guaranteed a spot. He said they must get out and work to 
emerge as one of the two top candidates. He said this would 
not vary much from the nonpartisan judicial races. He agreed 
with Rep. Jenkins that you could end up with two candidates 
from the same party in the general election. 

Ms. Harte explained to Rep. Jenkins' question that certain 
primaries create more interest than others but the primary 
is a nominating process for the parties and not an election. 
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Rep. Harbin asked if Ms. Harte knew if there were more 
Democrats or Republicans in the state. She said that as of 
the last poll it shows a little more Democrats than Re­
pUblicans but there is still a large group of independent 
voters. 

Rep. Harbin stated that he thought this bill would work to the 
advantage of the minority party, whoever it might be, and Ms. 
Harte said it would vary in different areas. 

There was considerable discussion concerning the fact that 
two Republicans or two Democrats night be the top two vote 
getters. Rep. Keyser said he would not object to an amend­
ment stating that the top Republican and the top Democrat 
could have a runoff. He said the main objective is to 
eliminate the people being locked into voting for one party. 
He also said there would be just one ballot - all candidates 
for the primary would be on the one ballot and all would 
be designated as to their party affiliation. 

Rep. Phillips said there was a lot of support for this type 
of legislation. He asked Ms. Harte if she thought it was 
fair for the political parties to exert this type of control 
over the people of Montana. Ms. Harte said it could also 
be restrictive to the people of Montana in that two persons 
from the same party could end up being on the general 
election ballot. 

Rep. Holliday asked Ms. Harte if the Democratic party could 
support Rep. Keyser's suggested amendment but Hs. Harte said 
that that is the way it is now, however, the Committee said 
that is not true. The people would be able to vote on just 
one ballot and not a straight party line. Ms. Harte said 
she would stand by the Party's original testimony and ask 
that it be left as it is. 

Rep. Moore asked Rep. Keyser if he was trying to structure 
the primary like the general. Rep. Keyser said he was trying 
to structure the Montana primary so the voter would have 
the right to choose either Republican or Democrat on a single 
ballot. 

There being no further questions £rom the Co~~ittee, Rep. 
Keyser closed, saying that Washington opponents thought it 
would kill the two party system, which it has not done. It 
would make the parties work a little harder, would produce 
better candidates so the people would have a real choice 
and asked the Committee to seriously consider this legislation. 

The hearing was closed on HB 243. 



State Administration Committee 
Page 4 January 29, 1985 

CONSIDERATION OF HOUSE BILL NO. 348: Rep. Paul Pistoria, 
District #36, sponsor of this bill, told the Committee 
that the Constitutional Convention said that legislative 
members wer e to run from districts but did not say anything 
about those persons having to live in that district. This is 
something that the people want - they want their legislative 
members to live in their district. He suggested a grand­
father clause could be amended into the bill to protect the 
incumbents in the event they are moved out of their district 
by reapportion:r.:1ent. They would be protected for as long as 
they remained in office. 

PROPOHENTS: There were no proponents, 

OPPONENTS: There were no opponents. 

DISCUSSION OF HOUSE BILL NO. 348: Rep. Cody asked why the 
provision for 1 year residency in the district. Rep. 
Pistoria said the existing law is 6 months in the county and 
it could be changed back to the 6 months in the district if 
that is the wish of the Committee. 

Rep. Phillips explained his unique situation in representing 
Malmstrom Air Force Base in Great Falls. He cannot live on 
the Base unless he is an active member of the Air Force and 
if he was an active member of the Air Force cannot get 
involved in politics. .. 

Rep. Peterson asked Rep. Pistoria if there were a great 
nQrnber of legislators that would be affected by this. Rep. 
Pistoria said that last session there were about 16-17 members 
affected. 

Lois Menzies told the Committee that exceptions could be 
amended into the bill rather than the grandfather clause. 

There being no further questions from the Committee, the 
hearing was closed on HB 248. 

CONSIDERATION OF HOUSE BILL NO. 249: Rep. Cal Winslow, 
District #89, said this is the third time this bill has been 
introduced and it is simply a bill to recognize exceptional 
employees within State government. This bill would authorize 
the Department of Administration to develop and adminis~r 
a pay-for-performance bonus program. It limits the number 
of one-time bonuses to State employees. There was no fiscal 
note required for this bill because it would not come from 
the present budget but from vacancy savings, etc., in the 
departments. 

PROPONENTS: Dennis Taylor, Administrator of the State 
Personnel Division in the Department of Administration appeared 
in support of liB 249 and read his prepared testi:r.:1ony which 
is attached to the minutes as Exhibit #2. 
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Sue Romney, University Sysrem, said that they have already 
negotiated this with several of their faculty unions and 
said the bill is a step in the right direction. 

There were no further proponents and no opponents to HB 249. 

DISCUSSION OF HOUSE BILL NO. 249: Rep. Fritz asked Rep. 
Winslow why the bill failed in the previous sessions to 
which Rep. Winslow replied that it was union opposition and 
the fear of cronyism or favoritism. He agreed it was possible 
for this to happen without some set guidelines. He pointed 
out that everybody doesn't work the same - some put more work 
and time into their job and this would be a way of recognizing 
that work. 

Rep. Cody asked if the State employees are evaluated by their 
superiors and if their status was upgraded accordingly. 

Rep. Harbin referred to page 3, line 3, concerning bargaining 
units. Mr. Taylor told the Committee there are 73 recognized 
units in the executive branch and 17 in the University system. 
None of them would be required to be under this unless they 
bargained for it. The University system, however, has already 
bargained for it. He also said that 50% of the State work 
force is not in these bargaining units and this includes 
managerial and supervisory personnel. 

Rep. Jenkins asked if this would be a percentage or a flat 
rate bonus. Mr. Taylor said it would be up to the department. 
The recognition for superior work is the important part of this 
program rather than the monetary amount. In previous years 
they have asked that this be funded. This session they were 
asking that they have the authority to get this going with no 
funding request. 

Rep. Campbell asked who would decide what division is going 
to get the money. Hr. Taylor said that all the terms would 
be set out before getting involved in the program. 

In answer to Rep. Phillips, Rep. Winslow said he would have 
no objections to some parameters being set out in the bill 
for direction to the Department of Administration. He said 
this program would be a way for the State to let the employees 
know they are appreciated for their exceptional performance. 

Rep. Winslow closed without further comment. 

The hearing closed on HB 249, the Committee then went into 
executive session. 

DISPOSITION OF HOUSE JOINT RESOLUTION NO. 10: Reo. O'Connell 
moved that HJR 10 DO PASS, seconded by Reo. Cody. Motion 
CARRIED UNANIMOUSLY. 
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DISPOSITION OF HOUSE BILL NO. 308: Rep. Nelson moved that 
HB 208 BE TABLED until SB 169 is acted on in the Senate, 
seconded by Rep. Fritz. Motion CARRIED UNANIMOUSLY. 

DISPOSITION OF HOUSE BILL NO. 243: Rep. O'Connell moved 
that HB 243 be placed in the election subco~~ittee, seconded 
by Rep. Nelson. Motion CARRIED UNANIMOUSLY. 

DISPOSITION OF HOUSE BILL NO. 348: Rep. O'Connell moved that 
HB 348 be placed in subcommittee with other election bills. 
Rep. Pistoria did not feel this was an election bill, therefore, 
Rep. O'Connell withdrew her motion. 

Chairman Sales appointed Reps. Harbin and Pistoria to work 
with Lois on the amendments to the bill and it will be brought 
before the Committee again for executive action. Rep. Phillips 
also suggested that they check the ConCon minutes and find 
out the rationale for this directive. 

DISPOSITION OF HOUSE BILL NO. 249: Rep. O'Connell moved that 
HB 249 DO NOT PASS, seconded by Rep. Pistoria. Rep. Harbin 
also spoke in opposition to the bill. He said there were in­
adequate parameters in defining job performance and he did not 
see how it could not cost the general fund money as anytime 
you spend money you have to get it from somewhere. 

Rep. Fritz spoke against the motion for a Do Not Pass. He 
said that the merit pay for teachers is now working well. 
however, not without contention. 

Chairman Sales spoke in favor of the bill, as did Rep. Holliday. 
Rep. Phillips, however, said the concept is good but urged 
the Committee to be very careful in turning the Department 
loose with a blank check. It could also cause dissention 
among the employees. Rep. Jenkins said he liked the bill 
and asked if it could be placed in a subcommittee, hOvlever, 
there was a motion on the floor. Question being called for, 
the motion DO NOT PASS, on a Roll Call Vote, showed a 9-9 tie. 
See attached Roll Call Vote. The Statement of Intent also 
was adopted to accompany HB 249 WITHOUT RECOMMENDATION. 

There being no further business, the Committee adjourned at 
10;52 a.m. 

v 
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STATEMENT OF INTENT 

/I BILL NO. d-1/ 

A statement of intent for this bill is necessary because 

section 3 grants the department of administration the authority 

to adopt rules to equitably administer the employee pay-for-

performance bonus program. 

It is contemplated that the rules will address the 

following: 

( 1) professional standards for equitable performance 

--appraisal and recipient selection procedures which -must be met 

before any agency may implement this bill; 

(2) the maximum size of the monetary pay-for-performance 

bonus which an employee may receive. It is intended that the 

award be large enough to be of significance so that it will 

motivate employees but no larger than necessary to satisfy that 

purpose. 

(3) the maximum percentage of eligible employees in each 

agency which may receive a bonus in 1 year. It is intended that 

this percentage reasonably reflect the percentage of state 

employees who exhibit superior performance--that it not be so 

large as to award average performance and-that it not be so small 

as to be out of reach of an "average" employee who through extra 

effort performs at an above average level. Initially it is 



intended that monetary awards will be limited to 5% of eligible 

employees. 

(4) procedures for the review of employee concerns regarding 

the administration of the program; 

(5) procedures to maintain the integrity of the program 

through the review of agency performance appraisal and 

performance awards procedures. 

. .... 

-2-
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January 29, 1985 

TESTIMONY IN OPPOSITION TO HOUSE BILL 243, TO PROVIDE FOR OPEN 

PRIMARIES 

My name is Nancy Harte, lobbyist for the Montana Democratic 

Party. The Democratic 'Party opposes House Biil 243. 

This bill destroys Montana's primary. In considering this 

bill, you must first look at the purpose of a primary. A primary 

is ~~! meant !~_~l~£! candidates; its purpose is to allow political 

parties to ~~~i~~!~ their candidates. 

Our entire political system is based on checks and balances, 

on choices for voters. We have a basically a two-party system, 

with each party representing different philosophical viewpoints. 

We also have a two-step election process -- first, parties 

nominate their candidates in primaries and then the ~oters choose 

from the party nominees. 

That balance and choice between candidat~s would be upset by 

HB 243. Since the bill makes winners out of the top two finishers 

overall, and not the top finisher in each party race, there is a 

real chance that onl y one phil osophi cal vi ewpoi nt wi 11 be presented 

to the voter. 
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HB 243--2 

Some people might think that the Democratic Party opposes this 

legislation because Republican candidates would most likely finish 

in the top two spots. There are often more Democrats running in 

primaries than Republicans. which might lead you to believe the 

Democratic vote wou~d be split more than the Republican vote. 

But if this bill were already law, i~ 1980 the two candidates 

for Western District Congressman would have been the two Democrats 

Bill Hand and Pat Williams -- who ran that year and received more 

votes than the Republ ic.an nomi nee, Jack McDonal d. And the two 

candidates for Governor in 1980 would have been Democrats Tom Judge 

and Ted Schwinden, not Gov. Schwinden and Rep. Jack Ramirez, the 

Republican nominee. 

The point of all of this is that you must keep in mind the 

point of a primary. Itls our two-party system, and the nomination 

process that gives voters a choice. 

We urge you to keep primaries that have some meaning, and vote 

against House Bill 243. 
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January 29, 1985 

TESTIMONY IN OPPOSITION TO HOUSE BILL 243 TO PROVIDE FOR OPEN 

PRIMARIES 

My name is Nancy Harte, lobbyist for the Montana Democratic 

Party. The Democratic Party opposes House Bill 243. 

This bill destroys Montana's primary. In considering this 

bill, you must first look at the purpose of a primary. A primary 

i s ~~! mea n t !~_~l~~! can did ate s; its pur p 0 s e i s to all' 0 'II pol i tic a 1 

parties to ~~~lna!~ their candidates. 

Our entire political system is based on checks and balances, 

on choices for voters. We have a basically a two-party system, 

with each party representing different philo~ophical viewpoints. 

We also have a two-step election process -- first, parties 

nominate their candidates in pri~aries and then the voters choose 

from the party nominees. 

That balance and choice between candidates would be upset by 

HB 243. Since the bill makes winners out of the top two finishers 

overall, and not the top finisher in each party race. there is a 

real chance tha t on1 y one ph i 1 osophi cal vi ewpoi n t wi 11 be presented 

to the voter. 
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HB 243--2 

Some people might ~hink that the Democratic Party opposes this 

legislation because Republican candidates would most likely finish 

in the top two spots. There are often more Democrats running in 

primaries than Republicans, which might lead you to believe the 

Democratic vote would be split more than the Republican vote. 

But if this bill were already law, in 1980 the two candidates 

for Western District Congressman would have been the two Democrats 

Bill Hand and Pat Williams -- who ran that year and received more 

votes than the Republican nominee, Jack McDonald. And the two 

candidates for Governor in 1980 would have been Democrats Tom Judge 

and Ted Schwinden. not Gov. Schwinden and Rep. Jack Ramirez, the 

Republican nominee. 

The point of all of this is that you must keep in mind the 

point of a primary. It's our two-party system, and the nomination 

process that gives voters a choice. 

We urge you to keep primaries that have some meaning. and vote 

against House Bill 243. 
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49th Legislature 

STATEMENT OF INTENT 

II BILL NO. di/ 

LC 261 

A statement of intent for this bill is necessa because 

section 3 grants the department of administration the authority 

to adopt rules to equitably administer the employee pay-for-

performance bonus program. 

It is contemplated that the rules will address the 

following: 

(1) professional standards for equitable performance 

--appraisal and recipient selection procedures which -must be met 

before any agency may implement this bill; 

(2) the maximum size of the monetary pay-for-performance 

bonus which an employee may receive. It is intended that the 

award be large enough to be of significance so that it will 

motivate employees but no larger than necessary to satisfy that 

purpose. 

(3) the maximum percentage of eligible employees in each 

agency which may receive a bonus in 1 year. It is intended that 

this percentage reasonably reflect the percentage of state 

employees who exhibit superior performance--that it not be so 

large as to award average performance and-that it not be so small 

as to be out of reach of an "average" employee who through extra 

effort performs at an above average level. Initially it is 



intended that monetary awards will be limited to 5% of eligible 

employees. 

(4) procedures for the review of employee concerns regarding 

the administration of the program; 

(5 ) 

through 

procedures 

the review 

to maintain 

of agency 

performance awards procedures. 

-2-

the integrity of the program 

performance appraisal and 

_ .... 



49th Legislature 

STATEMENT OF INTENT 

II BILL NO. ?iJ 

LC 261 

A statement of intent for this bill is necessary because 

section 3 grants the department of administration the authority 

to adopt rules to equitably administer the employee pay-for-

performance bonus program. 

It is contemplated that the rules will address the 

following: 

(1) professional standards for equitable performance 
---

appraisal and recipient selection procedures which "must be met 

before any agency may implement this bill; 

(2) the maximum size of the monetary pay-for-performance 

bonus which an employee may receive. It is intended that the 

award be large enough to be of significance so that it will 

motivate employees but no larger than necessary to satisfy that 

purpose. 

(3) the maximum percentage of eligible employees in each 

agency which may receive a bonus in 1 year. It is intended that 

this percentage reasonably reflect the percentage of state 

employees who exhibit superior performance--that it not be so 

large as to award average performance and-that it not be so small 

as to be out of reach of an "average" employee who through extra 

effort performs at an above average level. Initially it is 



intended that monetary awards will be limited to 5% of eligible 

employees. 

(4) procedures for the review of employee concerns regarding 

the administration of the program; 

(5) procedures to maintain the integrity of the program 

through the review of agency performance appraisal and 

performance awards procedures. 

. .... 
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49th Legislature 

STATEMENT OF INTENT 

)I BILL NO. 211 

LC 261 

A statement of intent for this bill is necessary because 

section 3 grants the department of administration the authority 

to adopt rules to equitably administer the employee pay-for-

performance bonus program. 

It is contemplated that the rules will address the 

following: 

(1) professional standards for equitable performance 

appraisal and recipient selection procedures which -must be met 

before any agency may implement this bill; 

(2) the maximum size of the monetary pay-for-performance 

bonus which an employee may receive. It is intended that the 

award be large enough to be of significance so that it will 

motivate employees but no larger than necessary to satisfy that 

purpose. 

(3) the maximum percentage of eligible employees in each 

agency which may receive a bonus in 1 year. It is intended that 

this percentage reasonably reflect the percentage of state 

employees who exhibit superior performance--that it not be so 

large as to award average performance and-that it not be so small 

as to be out of reach of an "average" employee who through extra 

effort performs at an above average level. Initially it is 



intended that monetary awards will be limited to 5% of eligible 

employees. 

(4) procedures for the review of employee concerns regarding 

the administration of the program; 

(5) procedures to maintain the integrity of the program 

through the review of agency performance appraisal and 

performance awards procedures. 

-2-



49th Legislature LC 261 

STATEMENT OF INTENT 

/1 BILL NO. dtt 

A statement of intent for this bill is necessary because 

section 3 grants the department of administration the authority 

to adopt rules to equitably administer the employee pay-for-

performance bonus program. 

It is contemplated that the rules will address the 

following: 

( 1) professional standards for equitable performance 
~--

appraisal and recipient selection procedures which "must be met 

before any agency may implement this bill; 

(2) the maximum size of the monetary pay-for-performance 

bonus which an employee may receive. It is intended that the 

award be large enough to be of significance so that it will 

motivate employees but no larger than necessary to satisfy that 

purpose. 

(3) the maximum percentage of eligible employees in each 

agency which may receive a bonus in 1 year. It is intended that 

this percentage reasonably reflect the percentage of state 

employees who exhibit superior performance--that it not be so 

large as to award average performance and that it not be so small 

as to be out of reach of an "average" employee who through extra 

effort performs at an above average level. Initially it is 



intended that monetary awards will be limited to 5% of eligible 

employees. 

(4) procedures 'for the review of employee concerns regarding 

the administration of the program; 

(5) procedures to maintain 

through the review of agency 

performance awards procedures. 

-2-
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STATEMENT OF INTENT 

tI BILL NO. ;)12 

LC 261 

A statement of intent for this bill is necessary because 

section 3 grants the department of administration the authority 

to adopt rules to equitably administer the employee pay-for-

performance bonus program. 

It is contemplated that the rules will address the 

following: 

(1) professional standards for equitable performance 
.--

appraisal and recipient selection procedures which 'must be met 

before any agency may implement this bill; 

(2) the maximum size of the monetary pay-for-performance 

bonus which an employee may receive. It is intended that the 

award be large enough to be of significance so that it will 

motivate employees but no larger than necessary to satisfy that 

purpose. 

(3) the maximum percentage of eligible employees in each 

agency which may receive a bonus in 1 year. It is intended that 

this percentage reasonably reflect the percentage of state 

employees who exhibit superior performance--that it not be so 

large as to award average performance and that it not be so small 

as to be out of reach of an "average" employee who through extra 

effort performs at an above average level. Initially it is 



intended that monetary awards will be limited to 5% of eligible 

employees. 

(4) procedures 'for the review of employee concerns regarding 

the administration of the program; 

(5) procedures to maintain the integrity of the program 

through the review of agency performance appraisal and 

performance awards procedures. 

. .... 
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DEPARTMENT OF ADMINISTRATION 
PERSONNEL DIVISION 

TED SCHWINDEN, GOVERNOR ROOM 130, MITCHELL BUILDING 

---~NEOFMON~NA---------
(406) 444-3871 \ HELENA, MONTANA 59620 

TESTIl\10NY OF DENNIS M. TAYLOR, ADMINISTRATOR, 
STATE PERSONNEL DIVISION, DEPARTMENT OF ADMINISTRATION, 
PRESENTED TO THE HOUSE STATE ADMINISTRATION COMMITTEE 

IN SUPPORT OF HOUSE BILL 249 

Mr. Chairman, Committee members, my name is Dennis Taylor and I >,£lm the 
Administrator of the State Personnel Division in the Department of Adminis­
tration. I appear before you in support of HB 24~._· HB 249 auth<;>riies the 
Department of Administration to develop and administer a pay-for-performance 
bonus program for state employees. HB 249 limits the number of one-time 
bonuses to state employees who have exhibited consistently superior perfor­
mance over a significant period of time or who are responsible for a, major 
one-time accomplishment. The bonuses authorized under the legislation would 
not add to the employee's base salary, but must be earned each time awarded. 

It is important that state government have the means to :'8cognize and reward 
those employees who consistently contribute at a superior level. Currently, the 
state pay plan has no mechanism for rewarding this kind of contribution. 

Currently the state pay plan reflects collective bargaining, ability to pay, 
internal equity and longevity but not productivity. 

An important feature of HB 249 is that it would encourage and insure that 
agencies participating in the pay-for-performance bonus system have a fully 
implemented performance appraisal system which meets professional standards 
established by the State Personnel Division. By requiring an approved perfor­
mance appraisal system to be in place before an agency can participate in the 
program, there is an incentive to improve performance appraisal and a guaran- _ 
tee that bonuses are granted based on actual contribution. 

J 

Pay-for-performance bonuses have been successful in increasing productivity 
from 10 to 20 percent in many private organizations. In state government, this 
kind of increase in productivity could mean significant savings. A properly 
designed performance-based pay program increases productivity in two ways. 

1. Pay-for-performance bonuses can provide an incentive for imp~oved job 
performance. 

Monetary incentives (most commonly tax breaks) are a \'.;idely used and 
effective tool for achieving public policy goals and should be used to 
achieve the goal of increased public sector productivity. 

"AN EOUAL OPPORTUNITY EMPLOYER' 
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Prevailing compensation theories differ on the rr,echanisrn by which pay 
influences performance but all conclude that rrlgher performance levels are 
achieved when pay is perceived by the employee to be conting"ently linked 
to employee efforts. 

Pay-fo_r-performance bonuses can improve retention of superior employees. 

Public secter salaries for managers are generally not competitive with the 
private sector, resulting in turnover. Pay for performance helps close the 
gap for the most effective employees and consequently helps retain them. 

Our research on performance based bonus systerns indicates that there are 
certain prcl'equisites to a successful program. TO- ... 'be effective a pay-for-per­
formance system must include the following" features:: ' 

1. It must be based on a well developed, obj~ctive performance appraisal 
system to insure that it does, in fact, reward good performance. 

2. It should be restricted to employees exhibiting superior performanc_e but 
not so restricted that it excludes average t employees who exce:L thl'oug"h 
extra effort. ' -:' :, - ,,' 

3. To be an effective motivator, performance .r.pay should be a significant 
amount. 

4. Supervisors and managers must be fully trained in the pl'oper implementa-
tion of the program. 

While we must protect the interests of the state itaxpayer by placing realistic 
controls and limitations on salary expenditures; ISbelieve we should base em­
ployee advancement and compensation on demonstrated ability and quality of 
performance in order to encourage and achieve the high levels of performance 
and productivity by state employees that the taxpayers of Montana deserve. 

If approved as proposed, HB 249 permits the Department of Administration to 
proceed to develop a feasible pay for performanca system that could be imple­
mented on a voluntary basis by FY 1987 and be ,~fully implemented during' the 
next biennium. HB 249 is a small step in the right direction. 

Please give lViontana state government an additional tool to encourage increased 
productivity, to recognize outstanding performers. and help retain our highest 
achievers. Pay-for-performance programs are not a panacea but if carefully 
planned and successfully managed, the program'1 authorized by HB 249 would 
significantly improve the state's overall personnel management capability. 

Thank you for your attention and the opportunity to appear before you today. 
I will be happy to address your questions should you have any. 
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DEPARTMENT OF ADMINISTRATION 
PERSONNEL DI~n:srloN 

.. 

TED SCHWINDEN, GOVERNOR ROOM 130, MITCHELL BUILDIN~ 

- STATE OF MONTANA 
(406) 444-3871 \ HELENA, MONTANA 59620 I 

TESTIMONY OF DENNIS M. TAYLOR, ADMINISTRATOR, 
STATE PERSONNEL DIVISION, DEPARTMENT OF ADMINISTRATION, 
PRESENTED TO THE HOUSE STATE ADMINISTRATION COMMITTEE 

IN SUPPORT OF HOUSE BILL 249 

Mr. Chairman, Committee members, my name is Dennis Taylor and _.I am the 
Administrator of the State Personnel Division in the Department of Adminis­
tration. I appear before you in support of HB 249. HB 249 authoriz~s the 
Department of Admlnistration to develop and administer -a pay-for":':perforrnance 
bonus program for state employees. HB 249 limits the number of one-time 
bonuses to state employees who have exhibited consistently superior perfor­
mance over a significant period of time or who are responsible for a major 
one-time accomplishment. The bonuses authorized under. the legislation. would 
not add to the employee's base salary, but must be earned each time awarded. 

It is important that state government have the means to recognize and reward 
those employees who consistently contribute at a superior level. Currently, the 
state pay plan has no mechanism for rewarding this kind of contribution. 

Currently the state pay plan reflects collective bargaining, ability to pay, 
inter:-:al equity and long"evity but not productivity. 

An important feature of HB 249 is that it would encourage and insure that 
agencies participating in the pay-for-performance bonus system have a fully 
implemented performance appraisal system which meets professional standards 
established by the State Personnel Division. By requiring an approved perfor­
mance appraisal system to be in place before an agency can participate in the 
program, there is an incentive to improve performance appraisal and a guaran­
tee that bonuses are granted based on actual contribution. 

; 

Pay-for-performance bonuses have been successful in increasing productivity 
from 10 to 20 percent in many private organizations. In state government, this 
kind of increase in productivity could mean significant savings. A properly 
designed performance-based pay program increases productivity in two ways. 

1. Pay-for-performance bonuses can provide an incentive for improved job 
performance. 

Monetary incentives (most commonly tax breaks) are u widely used and 
effective tool for achieving public policy goals and should be used to 
achieve the goal of increased public sector productivity. 

--AN EQUAL OPPORTUNITY EMPLOYER" 
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Prevailing compensation theories differ, 'o~ the rr;echanism by which pay 
influences performance but all conclude' that higher performance levels are 
achieved when pay is perceived by the employee to be contingently linked' 

'1 
i.I. 

to employee efforts. 

Pay-for-performance bonuses can improve retention of superior employees. 

Public sector salaries for managers are generally not competitive with the 
private sector, resulting in turnover. Pay for performance helps close the 
gap for the most effective employees and consequently helps retain them. 

Our research on performance based bonus systems indicates that there are 
certain prerequisites to a successful program. To be effective a pay-for-per­
formance system must include the following- features: 

1. It must be based on a well developed, objective performance appraisal 
system to insure that it does, in fact, reward good performance. 

2. It should be restricted to employees exhibiting superior performance but 
not so restricted that it excludes average employees who excel throug'h 
extra effort. .' ., 

3. To be an effective motivator, performance pay should be a significant 
amount. 

4. Supervisors and managers must be fully trained in the proper implementa­
tion of the prog-ram. 

While we must protect the interests of the state taxpayer by placing realistic 
controls and limitations on salary expenditures, I believe we should base em­
ployee advancement and compensation on demonstrated ability and quality of 
performance in order to encourage and achieve the high levels of performance 
and productivity by state employees that the taxpayers of Montana deserve. 

If approved as proposed, lIB 249 permits the Department of Administration to 
proceed to develop a feasible pay for performance system that could be imple­
mented on a voluntary basis by FY 1987 and be fully implemented during the 
next biennium. HB 249 is a small step in the right direction. 

Please give lViontana state government an additional tool to encourage increased 
produ¢tivity, to recognize outstanding performers and help retain our highest 
achievers. Pay-for-performance programs are not a panacea but if carefully 
planned and successfully managed, the program authorized by HB 249 would 
significantly improve the state's overall personnel management capability. 

Thank you for your attention and the opportunity to appear before you today. 
I will be happy to address your questions should you have any. 
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ROLL CALL VOTE 

HOUSE COMMITTEE STATE AmUNISTRATION 

DATE {hr,6~ 
NAME 

Sales, Walter 
OConnell, Helen 
Campbell, Bud 
Compton, Duane 
Cody, Dorothv 
Fritz, Harrv 
Garcia, Rodnev 
Havne, Harriet 
:Iarbin, RavI!1ond 
Holliday,_ Ga_y 
Jenkins, LOTpn 
Kennerlv RolanCl 
l100re Janet-
Nelson Ril'~arCl 
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Phillios ,John 
Pistoria -.Prl11 1 

Smith Clvr.p 

Louise L. Sullivan 
Secretary 
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(Include enough information on motion -- put with yellow copy of 
committee report.) 
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