
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
54th LEGISLATURE - REGULAR SESSION 

COMMITTEE ON APPROPRIATIONS 

Call to Order: By CHAIRMAN TOM ZOOK, on January 30, 1995, at 
3:00 p.m. 

ROLL CALL 

Members Present: 
Rep. Tom Zook, Chairman (R) 
Rep. Edward J. IIEd ll Grady, Vice Chairman (Majority) 
Rep. Joe Quilici, Vice Chairman (Minority) (D) 
Rep. Beverly Barnhart (D) 
Rep. Ernest Bergsagel (R) 
Rep. John Cobb (R) 
Rep. Roger Debruycker (R) 
Rep. Gary Feland (R) 
Rep. Marjorie I. Fisher (R) 
Rep. Don Holland (R) 
Rep. Royal C. Johnson (R) 
Rep. John Johnson (D) 
Rep. Mike Kadas (D) 
Rep. Betty Lou Kasten (R) 
Rep. Matt McCann (D) 
Rep. William T. II Red II Menahan (D) 
Rep. Steve vick (R) 
Rep. William R. Wiseman (R) 

Members Excused: None. 

Members Absent: None. 

(R) 

Staff Present: Clayton Schenck, Legislative Fiscal Analyst 
Marjorie Peterson, Committee Secretary 

Please Note: These are summary minutes. Testimony and 
discussion are paraphrased and condensed. 

Committee Business summary: 
Hearing: HB 17 

Executive Action: None. 

950130AP.HM1 



HOUSE APPROPRIATIONS COMMITTEE 
January 30, 1995 

Page 2 of 7 

HEARING ON HB 17 

Opening Statement by Sponsor: 

REP. WILLIAM WISEMAN, HD 41, Great Falls, opened the hearing on 
HB 17 which deals with the state pay plan and revises the laws 
relating to employee compensation and classification. This bill 
was requested by the Governor. He referred to Exhibit 1 which 
showed Montana ranked at 50 compared to the average annual salary 
for administrative officials .. Governor Marc Racicot receives the 
lowest salary among all the other governors. This bill proposes 
to equalize market value ratio among state employees. The 
average market ratio graph (Exhibit 2) shows that since the pay 
averages out after four years of service, people who have worked 
for state government for 10 years are making about the same as 
the ones after four years. This bill tends to alleviate that 
situation and gives a bigger percentage to those below the 
average. The projected rate would be 2.2% and the maximum would 
be 5%. In October 1996, the table moves toward target again at 
about 1.4% with a maximum of 6%. Longevity change would be 
October 1995 for 1.5% for every five years of service. The 
funding sources will be vacancy savings and a reduction in FTEs 
and the state contribution to health care costs. Presently, 
there is a reserve in the health care account because Montana 
state employees have kept in moderately good health. EXHIBITS 1 
and 2. 

{Tape: ~; Side: A; Approx. Count:er: 9.L} 

Proponents' Testimony: 

Lois Menzies, Director, Department of Administration, Helena, 
said she was here to testify on behalf of Governor Marc Racicot. 
She told the committee that the 1991 Legislature adopted the 
market based pay structure and this proposal would continue in 
that direction by making the pay more comparable to jobs in the 
private sector. EXHIBIT 3. 

Mark Cress, Administrator of State Personnel Division, Helena, 
also supports HB 17. He said the 1989 Legislature established a 
commission to examine the state's pay plan. They recommended a 
market based pay system after two years of studies. He referred 
to the target market ratio table on page 5 which provides a 
reasonable progression from entry to market rate. The pay plan 
would be paid for by reductions in FTEs, vacancy savings and the 
reduction in the state's contribution of the health plan. 
EXHIBIT 4. 

Steve Johnson, Chief, Labor and Employee Relations Bureau, State 
Personnel Division, Helena, supports the governor's proposal. He 
stated the bill establishes salary levels for classified 
employees of the executive branch and university system, blue 
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collar employees in executive branch, liquor store employees, and 
teachers with Departments of Corrections and Family Services. It 
does not set pay levels for legislative or judicial employees, 
faculty in the university system, and various exempt employees. 
He reiterated that HB 17 incorporates agreements reached in 
collective bargaining with labor organizations that represent 92% 
of organized employees. EXHIBIT 5. 

Joe Mazurek, Attorney General, Department of Justice, Helena, 
congratulated Governor Racicot and the Department of 
Administration for reaching an agreement. He assured the 
committee that the vacancy savings and reduction in FTEs would 
adequately be able to fund this bill -- the Department of Justice 
lost 55 FTEs in the last year. Those reductions have 
significantly increased the workload on the remaining employees 
and they a hard working and productive staff. He stated that 
they lose good public employees, oftentimes to the federal 
government where the pay is much better. Recently, a highway 
patrol officer transferred to a federal agency and received an 
increase of $5,000 a year in his salary. In the computer 
services and planning division, there is a 55 percent turnover 
with people going into the private sector in jobs where they 
don't have to work weekends or be on call 24 hours a day. This 
is a good, long term bill which takes important steps in 
equalization between state employees. 

Tom Schneider, Executive Director, Montana Public Employees 
Association, Helena, also supports this bill. He hopes that HB 
17 is a solution to the ongoing problem of pay inequity. The 
bargaining teams have worked very hard to get to this point. 
They expended many manhours to put together the pay plan table on 
page 5 of the bill. They tried to establish a fair pay increase 
and stop the flow of good, qualified people leaving not only 
state government, but Montana as well. He also said that this 
agreement would not make the employees do IIflip flops. II But, it 
introduces a pay plan with a future that should mitigate the ups 
and downs this state has experienced and corrects the pay 
inequities from the step pay plan. EXHIBIT 6. 

Terry Minow, Montana Federation of Teachers, said the teachers 
are very supportive of the Governor's bill. The bill provides a 
pay increase for all employees. The bill's low number shows the 
Governor's willingness to get this unfairness resolved quickly. 

{Tape: 1; Side: A; Approx. Counter: 28.8.} 

Melissa Case, Hotel and Restaurant Employees Union, concurs with 
Mr. Schneider and Ms. Minow in support of the bill. 

Butch Hagerman, Executive Director, Council 9, said HB 17 was an 
accumulation of long hours and hard work by labor organizations. 
He thanked the Governor for his commitment to reach a tentative 
agreement before the Legislature. 
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Opponents' Testimony: 

None. 
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Questions From Committee Members and Responses: 

REP. JOE QUILICI, HD 36, Butte, said that when the market base 
was adjusted in 1991, everyone thought it would work quite well. 
Over the last few years he's heard many complaints about the 
inequity of pay for state employees. For example, a newly-hired 
grade 12 employee could make more than a grade 12 that had been 
working for a few years. He wanted to know if this bill would 
help ease that problem. Mr. Cress assured REP. QUILICI that it 
would. His bureau had also had a lot of complaints. Employees 
at lower grades move much faster through the range and this bill 
breaks tradition and moves people closer to target range. People 
with four to ten years of service would get the largest increase 
and those closer to target would get a smaller one. REP. QUILICI 
said he is pleased to see state employees finally getting an 
increase, but wondered if the methods used for funding could 
actually be sufficient, i.e., vacancy savings, reduction in FTEs 
and lower health care insurance state contribution. Ms. Menzies 
said that last session the agencies were directed to eliminate a 
certain number of employees, for example, the Department of 
Administration reduced 15-18 FTEs. REP. QUILICI was concerned 
that smaller agencies would have a harder time coming up with 
vacancy savings and wanted to know if there had been any 
consideration how they would fund this pay plan. Ms. Menzies 
said the Department of Administration administers a personal 
services contingency account with a $2 million budget per 
biennium for smaller agencies to use for that purpose. 

REP. RED MENAHAN, HD 57, Anaconda, asked Ms. Minow if the five 
union contracts had all been negotiated. She said her 
association is meeting with MEA (Montana Education Association) 
to negotiate the same general guidelines. 

REP. JOHN COBB, HD 50, Augusta, asked about the 6% cap each year, 
if it was a two-year plan or a one-time fix. Mr. Schneider said 
the pay inequities should be taken care of in three years. REP. 
COBB asked Dave Lewis from the Governor's budget office if the 
budget process in HB 2 was being duplicated in this bill. Mr. 
Lewis explained that HB 17 covers the bargaining agreements and 
HB 2 covers the department's budgets. 

REP. BETTY LOU KASTEN, HD 99, Brockway, wanted to know how many 
FTEs this bill covers and how many at different grades. Mr. 
Cress did not have the specifics on FTEs, but guessed that half 
the state employees were between grades 11 and 12. 
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REP. MIKE KADAS, HD 66, Missoula, needed some clarification on 
the percentage of increases. Ms. Menzies explained that 
employees will move to their target market ration in October 1995 
and October 1996. The average increase will be 2.2% in October 
1995 and 1.4% in October 1996. Employees will also receive a 
2.5% adjustment in October 1996 when the market salary will be 
increased. Increases to base salaries are capped at no more than 
5% in October 1995 and no more than 6% in October 1996. Mr. 
Cress also explained that the target range will make pay more 
consistent. They have conducted market surveys in the 
surrounding states (Idaho, Wyoming, North and South Dakota) which 
showed them there isn't enough change to require redoing the 
differences between grades. They have developed the market ratio 
process because of ongoing needs of moving employees from their 
hiring grades at the entry salary to their market salary. Based 
on the history of where they worked when the step plan was in 
force, these targets will give more consistent result. REP. 
KADAS asked if the previous plan had given managers more 
flexibility to reward employees with pay raises and Mr. Cress 
said no. 

CHAIRMAN ZOOK questioned why the state of Washington was not 
included in the survey since it had been in previous ones. Ms. 
Menzies said that they only included neighboring states. 

REP. ROYAL JOHNSON, HD 10, Billings, inquired if this contract 
would be an additional contract for the teachers under the 
negotiated salary agreements for the university system. Mr. 
Cress- thought this would be a separate contract, but would refer 
that question to a university system representative. 

REP. STEVE VICK, HD 31, Belgrade, wondered if benefits were 
included in target ratio salaries. Mr. Cress said that market 
salaries are comparable salaries that various employees pay for 
similar work and that the state's benefits are generally 
comparable. The annual leave for a new employee is 15 days/year, 
but the sick leave is not very high. REP. VICK wondered if there 
were provisions in HB 17 for increases in the length of stay and 
performance clauses. Mr. Cress said they were included in other 
bills that had been before the legislature. 

REP. QUILICI asked about the state's health care contribution. 
Mr. Cress told the committee that currently it is $230 a month 
and, in 1997, should be $225. They are involved in an agreement 
with the union to reduce the state's contribution to help fund 
this bill. REP. QUILICI is concerned that if the premium gets 
raised, who would pay and Mr. Cress assured him that there was no 
provision in HB 17 to increase the contribution. 

REP. BEVERLY BARNHART, HD 29, Bozeman, asked about exempt 
employees. These are employees who are excluded from the state 
pay plan and their wages are set by the agency. 
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{Tape: ~i Side: Ai Approx. Counter: 70.9.} 

Closing by Sponsor: 

REP. WISEMAN closed by stating that HB 17 is trying to straighten 
out discrepancies between different grades, salaries and years of 
service. He gave some statistics on the Consumer Price Index 
(CPI) and how it relates to the cost of living for Montana: In 
the last 26 years, the CPI has risen 305% in the U.S. In 
Montana, from 1971 - 1977: 

Grade 6 = 175% CPI 
Grade 8 = 170% (half of CPI) 
Grade 10 162% 
Grade 11 = 163% 
Grade 15 158% 
Grade 19 = 157% 

For those state employees who have been working for a long time, 
we've done a real disservice to them. The total cost of this pay 
increase ($33 million over the biennium) will be 50% from FTEs, 
44% from vacancy savings, and 6% from the reduced insurance 
contribution. The people working in our state deserve this pay 
increase -- they are being constantly overworked because of the 
reductions in FTEs and we should take that into consideration. 
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Adjournment: 5:30 p.m. 

TZ/mp 
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ADJOURNMENT 

i 

( 

MARJORIE PETERSON, Secretary 
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HOUSE OF REPRESENTATIVES 
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ROLL CALL DATE / - ?;70---15 

INAME I PRESENT I ABSENT I EXCUSED I 
Rep. Tom Zook, Chainnan V 
Rep. Ed Grady, Vice Chainnan, Majority / 
Rep. Joe Quilici, Vice Chainnan, Minority / 
Rep. Beverly Barnhart / 
Rep. Ernest Bergsagel J 
Rep. John Cobb L 
Rep. Roger DeBruycker j 
Rep. Gary Feland _I 
Rep. Marj Fisher / 
Rep. Don Holland / 
Rep. John Johnson ./ 
Rep. Royal Johnson / 

Rep. Mike Kadas / 
Rep. Betty Lou Kasten J 
Rep. Matt McCann V 
Rep. Red Menahan j 
Rep. Steve Vick V' 

Rep. Bill Wiseman / 

.,.-~ 

, ." 
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How they rate 
Avcrage annual salary for select administrative officials ill 

the 50 states: 

State Aucr~g~ saU11J!. State Aucrag~sa/my 

I. Ncw York $97,733 26. Ddawarc $011,530 
2. Califurnia 94,075 27. lvlinnesota GB,417 
3. Ncw Jersey 88,624 28. Kentucky 68,223 
4. Virginia 85,1ll7 29. Connccticut 67,731 
5. Washington 83,GOO 30. Iowa 66,866 
6. Florida 83,149 31. tv! issou ri 66,309 
7. !v!ichigan 82,539 32. Ncvada 66,238 
8. 'Iexas 82,128 33. Louisiana 65,809 
9. Hawaii 82,093 3·1. Alabama 65,696 

.10. Ohio 7fl,692 35. Oklahoma 65,025 
II. Alaska 78,620 36. Kansa~ G4',lnO 
12. Gcorgia 77 ,'227 37. i\!aine 62,889 
13. Arizona 77 ,092 38. Nebraska 62,776 
H. Illinois 7G,J:H 39. Indiana 62,CHU 
15. Arkansas 75,996 40. Idaho 61,083 
16. Pennsylvania 75,809 41. New Mexico 60,939 
17. North Carolina 74,768 42. Mississippi 59,417 
1U. South Carolina 7-1-,734 43 .. So11th Dakota 57,69-1 
19. l\!aryland 74,707 4-1-. North Dakota 57,257 
20. Oregon 74,615 4·5. Wyoming 57,199 
21. Wisconsin 72,312 16. Vennolll 57,075 
22. Rhode Island 71,3(j·} '17. New Hampshire 56,528 
23. Colorado 71,127 1!1. Ut"h 53,:HG 
2+. 'lenncssee 70,871 49. West Virginia 52,989 
25. Massachusctts 68,889 50. !v!ontana 18,:W5 

Sou rcc: The Council of State Govcrnmcnts' 19~)1 5U rvey of state persollnel 
agl'ncics, Jlublished in nit Bouk oj Iht Siala, JV'1l-95. Allal),sis by Doug Oluclliing, 
esc; policy analyst. 

And populatioll has a IJig illlpact 
on the size ofa govenlillellt's budgct 
and serviccs it provides. For exam
ple, New York Go\'. Mario CUOIIIO 
has :\ st;t1T or '2«;; MOlltalla (;(lv. 
l\'larc Racicot has a stafTof2·1. New 
York's budget fill' educatioll ill 199'2 
was abollt $18 million; l\!onlana 
spe Il t aboll r $800,000. 

The size of stale go\'ernmellts also 
varies widely. Montana has abuut 

1·1,000 state clllpltl),ces. New York, 
all the other halld, elllploys Illore 
thall 2S0,OO() pc:ople. 

So the :lrgulI1elltllligllt be lIIade 
Iltal Nl'w .... i"k a<illlillislr:ltors, like 
those of' executives of' larger cor
porat iOlls, arc respollsible jill' 511 per
vising Illore stafTall(llarger budgets 
thall their coullterparts in t\'!UIl
talla. So pcrliaps they deserve Illore 
III all ey. 

EXH I B I T---..L.I..,,-.. -...,--__ 

DATE ..... ---:...J_~ 3--..::0~-:-..J..1:z"""/.-.-. . ..,.,-.. 
1:18_ ....... 11.:-__ _ 

by 
Carla 
Blanton 

Big pay for big burdens 
Nul surprisillgly, Ritchie and Gold 

f'!lund that top at!lllillistrators' salary 
levels arc closely related to a state's 
pOPiliat iOIl alit! ils (ier capila infoille. 
These two illdicators ;\c('(llillted for 
5~) percelll (If' the variatioll ill aver
age salary. 

State officials in New York ancl 
l\lolltalla agree that those ractors 
Illake Ihe biggest dillercllcc. 

The COltncil of Stale GoVel'lllllcllts 7 



ACCIlldillg 10 CIIOIII!I'~ ollicl', 
Nt:1V \(11 klT.~ 111"kc '2() IWI( (,lItlll()n~ 
thall the U.S. avnagl'. New \(II-k 
also rallk~ sec()lId tll (:"Iirumia ill 
pOpli Lit illii. 

"COVl'IIIIIICllts ill populous 5[;II('s 
ha\"I; larger sal;u it's, ;lIld the): shulll( I," 
said Lanre I{ illgl'l, director of puillic 
illfollllatioll fur New Ylll-k S[ate Civil 
Serviccs. "'luu have a large area, 
but sparse popula[iull ill ('vlolltalla; 
in Ncw lurk, you have a sllIaller area 
with a larger popula[ioll. I think dell
sit yoI' population increases need luI' 
guvcrnlllcnt services." 

Ringel also said the salaries in 
New lurk City greatlY' illlluellce state 
governlllCllt, rurcillg it to be competi
tive. Evcn in public-sector pay conl
parisuns, New link City officials 
oftcn Illake more than their cuullter
parts in AlballY, he said. 

in contrast, ollly 10 states have a 
lower average pe"rsonal incullIe than 
lVluntana, su there is not as great a 
need Lo orTer higher salaries to bc 
cOlllpeti[ive with the private scctor. 

\Vhat the top state of'liciallJlakes 
also tends to set a ceiling. With the 
f\luntana governor makillg $55,000 
a year (again, luwest amung the 
statcs), it is liard to illcrease admin
istraturs' salarics substantially. 

Montana has the lowest average 
salary for slale executives. Gov. 
Marc Racicot is no exception. 
His $55;850 salary is lowest in 
the 50 states. 

Lance Ringel, director of public 
information for New York State Civil 
Services, says state administrators' 
salaries are influenced by the 
pay scale in New York City. 
Photo: Lee Snider/Photo Images. 

liviflg 011 less aflll loviflg it 
Of course, pay iSll't everythillg. 
"lUU have [I) be Illotivated [0 wallt 

tu wurk ill [he pIII)lic sec[or," said 
Cress with f\lulI[ana's Personnel Di
vision. "[ suspect 111;)11), or[he people 
ill elected or appointcd oflices eithcr 
ieI'! higher-payillg ullices or clJuld g() 
[u higher-paying of"lices_" 

Rorie I lanr;lIlall, Racicut's press 
secn:tary. said [he Muntalla gm'cr-
1I0r's s[alr knuws this scenariu lirst
hallu. 

OIlC orthe govcmor's stafrers tuok 
a (jO percen[ cut in P,IY ",hell he wellt 
[0 work I<}I' [he gUVl'rnur. Andrew 
1\bleull1l, diler(or or COllllllullica
liol1s, "';IS a /)IIIC;\l1 chief alld colulll
II is[ I<JI' '11/1' "'lew lillk "' i"IIIO. 1\ I aleo"" 
got tl) kilO\\, 'he !;O\TrIlUr about 12 
)'l';IIS ;Ign wllile WOI killg 011 a stur)'. 

"1\lolllana ;'1)jlcakd [0 Alldrcw," 
Ilanrah;111 s;lid. "I,'s a place ",llere 
)llllhlelllS ;\1(; still sulval,lc." 

Thl' willillgllcss [0 [rade high pay 
fur a highcr qu;tlit)' or life is whdt 
;t(lInillis[rator CICSS likcs [u call the 
"Big Skr" clfec!. 

Allumg tllt)sC Big-SI:y scckers was 
a !Ill' ccul'llllnic advisl'I' to [he guver-

S State GO\'CrJlllIl'nt Ncws No\'cllll,t'l/DeccIIJl)l'I' 19~H 

#U I] 
/+8 )'--!' 

i?ep u'~'r .. 
1I11r wll\) 11I(ln:d (11}1I1 IJL'II\TI" [0 

I kl('lla, l\11J1I1. 
"\\'e pay 1)('lIpl(' ill l'lIvil (1IInll'lI

[al qualit), uf life," CIl'SS said. 0 

Who was rated 
The!"!1 adlllillis[rali\'e ollices 

includcd in the survC}': 
• guvernor 
• lieutenant go\'cl'llor 
• secretary ur s[a[e 
• allumey gl'lIeral 
• treasurcr 
• adjutalll gcneral 
• <tc.hllinislratioll 
• agriculture 
• bUllking 
• budget 
• civil rights 
• CUllllllerce 
• cOlllll1unity arrairs 
• comptroller 
• COllSllillcr afrairs 
• currections 
• eCOIIOIl1 ic de\Tloplllen t 
• cducation 
• c/cctioll adlllillistratioll 
• eiliergelley IIlallagcJllellt 
• emploYlIIelll services 
• energy 
• envirolllllclltal protection 
• Iinance 
• lish and wildlife 
• gClleral services 
• heal[h 
• highcr cducati()J1 
• highways 
• historic preservatiun 
• ill furlllalion S),stCIIIS 
• i nsurallce 
• labor 
• licellsing 
• mental health alit! 

retardation 
• lIatural resuurces 
• parks and recreation 
• pcrsollnel 
• plallnillg 
• post audit 
• pre-audi t 
• public library dCVc/OPIIICllt 
• public utili[)' regulatiull 
• purchasing 
• reVl'lllie 
• social sCl"vices 
• solid waste managemellt 
• sta[e police 
• tau rislII 
• transportation 
• welrare 
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PAY PLAN PROPOSAL - HOUSE BILL 17 
Prepared by Department of Administration - January 6, 1995 

Changes to the pay plan structure in state law: 

(~Y , 

JffiJ7 .... 

~ 1Lt~"r 
1M 

The Governor's pay proposal adds a table of "Target Market Ratios" to the pay statutes. The targets : 'ill 
provide for the uniform movement of employees from the Entry Salary (hiring rate) to the Market Salary Ii 
(average salary paid by other employers). 

Employees will move to an appropriate market ratio (a percentage of the Market Salary) based on their ... 
years of experience with the state. 

Employees will move to their Target Market Ratio in October, 1995 and October 1996. The average .. 
increase to base salary will be 2.2% in October, 1995 and 1.4% in October, 1996. 

Employees will also receive a 2.5% adjustment in October, 1996 when the statutory Market Salary will be .. 
increases by 2.5%. The statutory Market Salary has not changed since July 1, 1992. 

Increases to base salary are capped at no more than 5% in October, 1995 and no more than 6% in .. 
October, 1996. 

More senior employees will also receive a .6% increase in longevity for each 5 years of continuous service .. 
to the state in October, 1995. The average longevity increase will be .65% of salary. 

What employees will receive under the Governor's pay proposal: 

1. An average progression increase of 2.2% in October, 1995. The progression increase will move iIiI 
employees towards the market salary. Only employees below the market salary will receive an 
increase. The largest increases will go to employees with 4 to 10 years of service who are still .. 
far short of the market salary for their grade. 

2. A .6% increase in longevity for each 5 years of continuous service to the state in October, 1995. III 
The average longevity increase will be .65% of salary. 

3. A 2.5% increase in October, 1996 to correspond with the 2.5% ~djustment in the statutory 
market salary. 

4. An average progression increase of 1.4% in October, 1996. The progression increase will move Ii 
employees towards the market salary. Only employees below the market salary receive a 
progression increase. 

Funding for the Governor's pay proposal: 

The pay proposal is funded through reductions in FfE, vacancy savings, and a reductions in the state's 
contribution to the employee health insurance plan. .. 

• 



TESTIMONY ON HOUSE BILL NO. 17 

Submitted by Lois Menzies, Director 
Department of Administration 

January 3D, 1995 

EXHIBJT_.,."...3~ __ ~ ____ -__ 
DATE __ I_-_3 .... 0=--.::o/..::;;,'5:;:;,.. 

lm-:-. __ 1..-1 __ ........ " 

I am here on behalf of Governor Racicot to urge your support for HB 17. The proposal 

before you today is distinctive for several reasons: 

(1) This proposal is an integral part of the executive budget. For the first time in many 

years, state employee pay has been identified as a cost of doing business. It has 

been woven into a balanced budget proposal rather than tacked on as an 
afterthought. 

(2) This proposal recommits the state to the market-based pay structure adopted by 

the Legislature in 1991. The basic goal of that pay structure is to make state 

salaries more comparable to those paid for similar jobs in the private sector. 

(3) This proposal is funded without new money. The increases are financed in large 

part through a combination of FTE elimination and vacancy savings. This pay plan 
is consistent with the Governor's efforts to responsibly downsize government while 

maintaining or enhancing customer services. 

(4) This proposal embodies a settlement between the state and employee 

organizations. It is the exception, rather than the rule, for labor and management 

to reach agreement prior to the start of a legislative session. Both sides worked 

hard to reach an agreement that met both parties' basic objectives. This is no 
small accomplishment. 

In summary, we bring before you today an internally funded pay proposal that is an 
integral part of the executive budget; recommits to the market-based pay structure; and 
meets the objectives of both labor and management. 

On behalf of the Governor, I urge your careful consideration and support. for this 
legislation. 

'. 
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TESTIMONY IN SUPPORT OF HOUSE BILL 17 
Presented by Mark Cress, Administrator 

. State Personnel Division 

EXHIBIT-.t...,.f..",.,. ... ~= 
DATE /, 30-95 _ 

tm__ 17 

Mr. Chairman, members of the committee, my name is Mark Cress, Administrator of the 
State Personnel Division. I stand today in support of House Bill 17, the Governor's 
executive pay plan proposal. 

I would like to take just a few minutes to give you some back ground on the state pay 
plan. My remarks will center on the classified pay plan covering the majority of state 
employees. 

In 1989, the legislature created a nine member pay commission to examine the state's 
pay plan. This decision followed 2 years of pay freezes during 1988 and 1989. 

The pay commission, after extensive study, recommended a market based pay system. 
The commission's recommendations were partially implemented in 1991 for fiscal years 
1992 and 1993. The 1991 legislature deviated from the commission's 
recommendations and approved a flat 60 cents an hour raise in FY92 and another flat 
increase in FY93. As many of you know, those flat increases have resulted in some 
inequities between state employees and some divergance from the market pay 
concept. 

The administration, in planning for this biennial pay proposal, had several objectives: 

1. To continue the implementation of the market based pay plan recommended by 
the pay commission in 1991. We believe the labor market is the best measure 
for determining state employee pay. 

2. To fund the pay proposal through reductions in the current personal services 
budget. 

3. To address the pay inequities caused by the partial implementation of the 
market based pay system, and to establish a consistent way of moving 
employees from entry to market to address those inequities. 

4. To develop a plan to do this in cooperation with the unions representing our 
employees. 

House Bill 17 accomplishes these objectives. 

We examined our labor market, to insure we were comparing to appropriate employers. 
We completed a salary survey last fall of other employers in Montana. We also 
examined the pay practices of our 4 neighbor states. House Bill 17 takes a 
conservative approach to setting the state's entry and market salaries, yet maintains 
the market-based pay system. The market salary rates in state law were first 
implemented on July 1,1991. They were adjusted 3% on July 1,1992. HB 17 adjusts 
these salaries by 2.5% on October 1, 1996. If approved, that will be the first increase in 
these market salaries since July 1, 1992. 



Will that one increase keep pace with the labor market in Montana? No, I don't believe 
it will. Private sector wages have been increasing between 2 and 3% a year and 
appear to be increasing at a faster rate this year, perhaps closer to a 4 or 5% annual 
rate. 

. . 
. House Bill 17 balances the objective of maintaining the market salary rates with the 
need to establish an ongoing, consistent way of progressing employees from the entry 
rate to the market salary: and the need to remove current inequities between the pay of 
employees. The "Target Market Ratios", on page 5 of the bill, are intended to do that. 

This table implements an ongoing pay system, that provides a reasonable progression 
from the entry rate to the market rate over a period of years. A progression taking 
fewer years at the lower grades and more years at the upper grades. 

_ The plan gives priority to moving individual employees towards the market salary who 
have worked for the state for a significant number of years. 
The increases are paid for in three ways: a reduction in FTE, vacancy savings and a 
reduction in the state's contribution to employee health insurance. Union 
representatives agreed to reduce employee compensation on the benefits side to help 
fund these necessary increases on the salary side. The reduction in insurance 
contribution is possible because of the low rate of inflation on the state's employee 
benefit plan. This low rate of inflation is due, in large part, to state employee efforts in 
managing their own claims costs. 

Our bargaining spokesman, Steve Johnson, began going to the bargaining table with 
our major employee unions in the fall of 1993 to try to achieve these objectives. After 
more than a year of bargaining, the administration and representatives of unions 
representing the majority of our organize.d employees, worked out the proposal laid out 
in House Bill 17. House Bill 17 meets the state's pay objectives. It provides effective 
pay administration. 

I know this bill is complex. There are several of us here who would be glad to respond 
to questions about specifics in the bill. I'd also like to offer that if any of you have 
specifc questions or concerns about the state compensation system or benefit plans, 
please feel free to call me (3879). I would be glad to discuss issues or concerns over 
the phone or come and meet with you. 

Thank you. I urge your support of HB 17. 
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DEPARTMENT OF ADMINISTRAT~ /7 = 
STATE PERSONNEL DIVISION . 

MARC RACICOT, GOVERNOR 
MITCHELL BUILDING, ROOM 130 

PO BOX 200127 

(i~.;) - STATE OF MONTANA----
(406) 444-3871 
FAX: (406) 444-0544 

TESTIMONY IN SUPPORT OF HB 17 
Presented by Steve Johnson, Chief 

Labor and Employee Relations Bureau 
State Personnel Division 

HELENA, MONANA 59620-0127 

Mr. Chairman, members of the committee, my name is steve Johnson. 
I am chief of the labor and employee relations bureau in the 
department of administration's personnel division. I also serve as 
the chief labor negotiator for the executive branch of state 
government in collective bargaining. I appear before you today in 
support of HB 17, which is the governor's proposal for state 
employee compensation for the FY 96-97 biennium, and also reflects 
negotiated settlements with the maj or labor organizations that 
represent state workers. 

I would like to take a few moments to explain the purpose and 
contents of HB 17. The pay bill has traditionally served two 
purposes. First, it establishes the salary schedules and pay 
adjustments for certain state employees. Second, it includes the 
appropriation to fund increases for all state employees. 

The pay bill establishes salary levels for the following employees: 

(1) classified employees of the executive branch and 
university system; 

(2) blue collar employees in the executive branch; 
(3) employees in liquor store occupations; and 
(4) teachers employed by the department of corrections and 

human services and the department of family services. 

The pay bill does not set pay levels for these employees: 

(1) legislative employees; 
(2) jUdicial employees; 
(3) faculty, professional, administrative and blue collar 

employees in the university system; 
(4) elected officials; 
(5) teachers, academic personnel, administrative staff and 

live-in houseparents at the Montana School for the Deaf 
and Blind; 

(6) the executive director and employees of the state Fundi 
and 

(7) various other exempt employees listed in 2-18-103 and 2-
18-104, MCA. 

''AN EQUAL OPPORTUNITY E.~lPLOYER" 



Salaries for exempt employees are generally at the discretion of 
the employing agency. 

Even though the pay bill does not set salary levels for all state 
employees, it does include the appropriation necessary to fund pay 
adjustments for all state workers. 

I will not give you a detailed description of the pay increases 
contained in the bill, or the state's pay policy objectives. Other 
supporters of the bill will discuss those items today. I will, 
however, reiterate that HB 17 incorporates agreements reached in 
collective bargaining with labor organizations that represent 
approximately 92% of all organized employees in the executive 
branch. 

These negotiations, which lasted more than a year, produced a 
settlement that balances the interests of both labor and 
management. For the state as an employer, HB 17 breathes new life 
into the state's market-based pay system, which has been set back 
somewhat by the year-and-a-half pay freeze in the current biennium. 
The bill also rewards employees for their length of service, one of 
labor's primary objectives in collective bargaining. Perhaps the 
most important objective for both labor and management, however, 
was to replace the state's "feast-or-famine" pay practices with a 
longer-term approach to, state employee compensation. I believe 
that the agreement reached in collective bargaining, as contained 
in HB 17, meets this objective. I urge your support. 

Thank you for your time and consideration. 
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P.o. Box 5600 J ~ . 
Helena, Montana 59604 

HB ". 
Telephone(4 6) 442-4600 . 

PUBLIC 
Toll Free 1-800-221-3468 

EMPLOYEES 

ASSOCIATION 
January 30, 1995 

TO: Honorable Appropriations Committee 

FROM: Thomas E_ Schneider, Executive Director 

RE: HB 17 

During the 1993 Legislative Session the Administration 
submitted legislation to freeze state employee pay_MPEA/MFSE 
submitted legislation to increase state employee pay to the level 
we felt was dictated by inflation and past salary history. 
Ultimatey the legislature passed a pay bill granting a 1 1/2% pay 
increase beginning January 1, 1995. 

I met with Speaker Mercer early in the 1993 session and his 
advice to me was to "settle the pay issue with the Governor 
before the session begin so that it could be dealt with in the 
budget." MPEA/MFSE and the administration worked very hard to 
bring this bill before you. Collective bargaining begin in 
November of 1993 and continued for 13 months ending with a 
settlement three days before Christmas. It appeared to both sides 
many times during that period of time that a settlement would 
never be reached. It was only because of hundreds of hours of 
work away from the bargaining table by negotiators from both 
sides and a committment between the leadership of the unions and 
the Governor that a settlement was reached. 

I would like to tell you that our members are ecstatic over 
this agreement but I can't do that. HB 17 contains a settlement 
that continues the market based pay system and puts a pay 
philosophy in place for the future. It will correct most of the 
pay inequities in the current system over a period of time. We 
agreed to it because we felt state employees and the legislature 
need an on going state employee pay system and HB 17 does that. 

HB 17 is a direct result of legitimate collective bargaining 
and committment by all parties to settle the pay issue though 
that process instead of putting the issue in front of the 
legislature to be bargained during the session. I want to that 
thank the negotiators for the tremendous amount of work they put 
into this settlement and Governor Racicot for his committment and 
involvement to bring the settlement about. I would ask for your 
yes vote on HB 17. 

Eastern Region 
P. O. Box 22093 

Billings, MT 59104 
(406) 245-2252 

Western Region 
P.O. Box 4874 

Missoula, MT 59806 
(406) 251-2304 
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Economic Negotiations 
State of Montana 

Montana Public Employees Association (MPEA) 
Montana Federation of State Employees (MFSE) 

December 16, 1994 

The following is a package proposal to settle all economic items 
for a 1995-1997 agreement between the above parties. 

SALARY 

A. Entry, Market and Maximum Rates ~ Structure) 

1. Entry, market and maximum rates to remain at 
current levels until the first day of the pay 
period that includes October I, 1996. 

2. Effective the first day of the pay period that 
includes October I, 1996, increase entry and 
market rates by 2.5%. Adjust maximum rate 
according to current sta.tute. No employee's 
market ratio, as it was on the last day of the 
pay period immediately preceding the pay period 
that includes October I, 1996, will be reduced 
as a result of this provision. 

B. Salary Adjustments 

1. Fiscal Year 1996 

Effective the first day of the pay period that 
includes an employee's anniversary date (the 
day and month on which the employee began the 
most recent period of uninterrupted state 
service) during fiscal year 1996, adjust the 
employee's base salary according to the 
following provisions. [NOTE: Employees hired 
on or before September 30, 1994, will, for the 
purposes of calculating the salary adjustments 
in Section 1. (a) and (b) below, have their 
anniversary dates set on October 1.] 

(a) Compare the employee's market ratio, grade 
level and completed years of uninterrupted 
state service, to the "target" market 
ratio increment on the attached matrix 
that corresponds to the employee's grade 
level and completed years of uninterrupted 
state service. 

(b) If the employee's market ratio is lower than 
the target (market ratio) increment, increase 

1 
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DATE f .-3 0 - q '5 the employee's base salary to the lesser of: 

I±B 1, (i) The market salary for the employee's 
grade, multiplied by the target (market 
ratio) increment in the attached matrix 
that corresponds to the employee's grade 
level and completed years of uninter
rupted state service; or 

(ii) The employee's base salary, as it was on 
the last day of the pay period immedia
tely preceding the pay period that 
includes October I, 1995, plus 5%. 

2. Fiscal Yea~ 1997 

Effective the first day of the pay period that 
includes an employee's anniversary date (the day 
and month on which the employee began the most 
recent period of uninterrupted state service) 
during fiscal year 1997, adjust the employee's 
base salary according to the following provisions. 
[NOTE: Employees hired on or before September 30, 
1994, will, for the purposes of calculating the 
salary adjustments in Section 2. (a) and (b) 
below, have their anniversary dates set on 
October 1.] 

(a) Compare the employee's market ratio, grade 
level and completed years of uninterrupted 
state service, to the "target" market ratio 
increment on the attached matrix that 
corresponds to the employee's grade level 
and completed years of uninterrupted state 
service. 

(b) If the employee's market ratio is lower than 
the target (market ratio) increment, increase 
the employee's base salary to the lesser of: 

(i) The market salary for the employee's 
grade multiplied by the target (market 
ratio) increment in the attached matrix 
that corresponds to the employee's grade 
level and completed years of uninter
rupted state service; or 

(ii) The employee's base salary, as it was on 
the last day of the pay period 
immediately preceding the pay period 
that includes October I, 1996, plus 6%. 

c. ~ Protection 

No employee's base salary will be reduced because of 

2 



the above provisions. 

LONGEVITY ALLOWANCE 

Effective the first day of the pay period that includes 
October 1, 1995, increase the current .9% statutory 
longevity allowance percentage to 1.5%. 

INSURANCE CONTRIBUTION 

Change employer contribution from $230 per month to $220 per 
month for FY 1996 and from $220 per month to $225 per 
month for FY 1997. 

This proposal is contingent on legislative passage, approval and 
funding, and ratification by employees represented by MPEA and 
MFSE. 

By signing below, the parties indicate complete agreement on all 
issues raised during these economic negotiations. 

Dated this day of December 1994. 

FOR THE STATE OF MONTANA: 

FOR THE MONTANA PUBLIC EMPLOYEES ASSOCIATION (MPEA): 

FOR THE MONTANA FEDERATION OF STATE EMPLOYEES (MFSE): 

3 
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FY ~ PAY PLAN = HOURLY RATE 

GRADE ENTRY ~..ARKET ~_~..xnfUM 

5 5.638 6.696 7.753 

6 6.092 7.253 8.413 

7 6.581 7.853 9.125 

8 7.133 8 .. 532 9.932 

9 7.723 9.261 10.798 

10 8.377 10.068 11.760 

11 9.088 10.950 12.811 

12 9.877 11.929 13.980 

13 10.733 12. _9.9 4· 15.254 

14 11.680 14.175 16.671 

15 12.724 15.479 18.234 

16 13.887 16.936 19.984 

17 15.185 18.564 21.943 

18 16.616 20.363 24.110 

19 18.220 22.383 26.547 

20 20.009 24.641 29.274 
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