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IN THE HOUSE 

Introduced and referred to 
Select Committee on Employee 
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Rereferred to Committee on 
Appropriations. 

Committee recommend bill, 
as amended. 

Printed and placed on members' 
desks. 

Second reading, do pass. 

Considered correctly engrossed. 

Third reading, passed. 
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IN THE HOUSE 

Introduced and referred to 
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Committee recommend bill, 
not concurred, as amended. 
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INTRODUC EO BY 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ESTABLISH AN 

EXPERIMENTAL INCENTIVE PAY PROG~AM FOR STATE EMPLOYEES FOR 

GAINS IN ECONOMY AND EFFICIENCY IH THE RENDERING OF 

GOVERNMENTAL SERVICES; TO CREATE A SUPERVISORY COMMITTEE; 

AND TO APPROPRIATE MONE'f THEREFOR.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section l• Incentive pa) co .. lttee allocation 

COIIIpOSition co•pensation. (1) ~here Is a co .. ittee to 

sup~rvise the experi~ntal inc~ntlve pay progra• for state 

employee:>. 

(l 1 The co .. ittee Is allocated to the depart•ent of 

administrat-ion for ad•inistrative purposes only as 

prescribed in 2-1 S-121. The depart~~ent shall provide .111 

necessary staff and services to the committee an<1 shall 

assess reasonable costs against the co .. ittee. 

(3) The co••ittee consists of the director of the 

department of administration, who shall act as chair~an; the 

administrators of the personnel division, th~ purchasing 

division, and the management ~y~tem~ division of the 

department of ad~inistration; the state auditor; the 

director of the office of budget and progra~ planning; the 
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legislative auditor; the co .. lssioner of the departeent of 

labor and industry; and three individuals experienced in 

ad•inlsterlng caploye~ Incentives In business and Industry• 

to b~ appointed by the governor before August 15, 1979. 

(~) The coc.lttee shall serve fra. August 30, 1979t 

until sub~lssion of its final report to the legislature as 

provided in [section 9]. 

(51 The co .. ittee shall seet as directed by the 

chair.an in order to acca.plish the purposes of [sections z 
through 9]• 

(6) MeBbers shall be coepensated and reimbursed as ar~ 

.ambers of advisory councils in 2-15-122(5)• 

Section ?. Purpose. The ••players In business and 

industry have experienced gain~ in econoey and efficiency in 

services offered and goods produced by rewarding outstanding 

~rforaance of their employees through Incentive pay bonuses 

and special benefits. It Is the intent of the legisl3ture to 

d~ter.-.t.ne on an expe..-i-ntal basis the value and 

practicality of providing Incentive pay for state employees 

to achieve g"ins in productivity and the eli~in<Jtion of 

WdSt·:!.-

Section 3. Definitions. For the purposes of [sections 

2 through 9] th~ following definitions apply: 

[1) "Committee• aeans the coamittee provided for in 

[saction l] to supervise the experiMental Incentive pay 

-2- I N T R it /f E .fi~ ~B l L L 
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program for state ~mployees. 

(2} Except as provided In [section 5]o ·~ligible unit• 

:n-.._'..::tns ~u1.y state deportment or- aqj..ncy or ,,ny unit tt'·••r-t-:Df 

which: 

(a} Is an intact group; 

[b) has an Identifiable budget for the p~rlcd JJly 1o 

l978t through July lo 1981o or has 

~aintained according to an 

id•:ntifies to the satisfaction of 

its financial recor1s 

accounting system which 

the state auditor ~h~ 

expe,1ditures and receipts properly attribut.lble to th.H 

unit; 

(c) has stated objectives In ter•s of product or 

service rendered; 

(d) has data available to establish quality as ~ 

dieenslon of service; 

(e) has the same scope or alssion for the period of 

July 1, 1978o through July lo 1981; 

(f) has a budget lte•ized by type of expenditura; ~nd 

(g) receives no federal funds. 

(3) •Employee• &eans any person e~ployed by the stdte 

in any capacity and whole salary is paid either by ~arrant 

of the eap~oyer or from the fees or incoae of any dep~rtm~nt 

or agency of the stateo except for: 

(a! a person whose compensation is paid 

or in part fro• federal funds; and 
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(b) •anagement personnel responsible for ad~inisterin~ 

the unit•s budget. 

("<) "legitimate savings. .. means 

expenditures aade possible by the following: 

(a) reduction in overtiae; 

(b) elimination of consultant fees; 

(c) reduction of temporary help; 

{d) eliaination of budgeted positions; 

reduction 

(e) i•prove~ent in ~thods of communication; 

{f) i•provement in syste•s and procedures; 

(g) iaprov .. ent In deployment and utilization 

aanpower; 

(h) 

( I I 

elimination of unnecessary travel; 

ellainatlon of unnecessary participation 

national and regional conferences; 

in 

of 

in 

(j) 

{ k) 

eliaination of unnecessary printing 

elimination of unnecessary 

and mailing; 

payments f.:; 

advertising, mesbership dueso ~ubscriptions, etc.; 

{l) elimination of waste. duplicationo and operdtions 

of doubtful value; 

1•1 

(n) 

iwprovement in utilization of facilities; Jnd 

i mpl ementat ion of any other 5teps cons ide re•J by 

the co•mittee as representing true savin~s. 

Section 4. Experimental incentive pay proyram fer 

s.tate employees. There is created an experimental incer~~'vc 

-4-
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pay program for state e•ployees for the fiscal year 198Q-ql. 

An eligible un•t selected to participate ~ay qualify for an 

award of Z5% of the aeount of savings redlized by the unit 

for the fiscal year, to be divided and distributed in equal 

shares to the eaployees of the unit. 

Section 5. Application for experi•ental incentive pay 

progra~. (1) With the exception of units within the 

legislature, the governor's office, the depart.ent of 

administration. and the state auditor's office, any eligible 

unit may make application to ~he conalttee for selection as 

a participating untt In th£ experl.antal Incentive pay 

program. Such application aust ,,_ subaitted no later than 

March lo 1980. 

(?) The application aust contain: 

(a) the na•e• location, and phone nu•ber of the unit; 

(b) the department within which the unit is located; 

(c) the unit supervisor's name; 

(d) the number of e•ployees in the unit; 

(e) the approval of the unit supervisor; 

(f) the a?proval of the depart~nt head; 

(g) the inforeation listed in [section 3(2)]; and 

(h) such lnforaation as the co .. ittee aay require. 

includin~ but not limited to those evaluation components 

developed by the applying unit which will providP 

quantitative measures of progra• output and performance. 
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Section 6. Selection of participating units. ThP. 

coarr.ittee shall evaluate the applications su~itted ando 

fro• those proposals which are considered to be reasonable 

and practical and which are found to include developed 

perforaance Indicators vhich lend the•selves to a judg•ent 

of success or failure, select no aore than three units to 

parttcipote in the experleental incentive pay prograa. Each 

selection •~Y be .ade only if at least six eeabers of the 

ca..ittee cast an affiraative vote. 

Section t. Qualification for avard of incentive pay to 

unit eaployees. (1) To qualify for the avard of incentive 

pay to its employees, a participating unit aust deaonstrate 

to the satisfaction of the co .. lttee that It has operated 

during the \98G-81 fiscal year at less cost than the averege 

of the l i.eediately preceding fiscal years vith no decrease 

in the level of services rendered. 

(Z) The co-lt tee aust satisfy Itself that the 

reduction in the cost of operation is a legiti•ate savings 

and that it Is noto in whole or In parto the result of: 

(a) chance; 

(b) a lowering of the quality of the service' rendered; 

(c) reduced passthrouqh or transfer expenditures; 

{d) receipts realized in excess of a~nts budgeted; 

(e) nonrecurrence In l98Q-8l of expenditures vhlch 

vere single-outlay or one-tiae expenditures in either of the 

-6- HB ~s.~, 
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2 precediny fiscal years; 

If) reductions in the prices of supplies• milt<>rlalso 

and cquip1nent u-s-l'd or T•:<du"Ltions. in the co~t of S\cJ"viiC'l1 

contracts; 

(gt a lowering of s~lary require.ent~ as the result of 

employee turnover; 

(h) failure to rcwdrd deserving ~mployees through 

proaationo reclassification. award of ~rlt salary 

hlcre11ents, or salary increases authorized by salary ran<]C 

rev I slons; 

(i) postpone•ent of nor11al purchases or repairso or 

bothw to a future fiscal year; 

lj) stockpiling inventories in the 1978-79 and 1979-80 

fiscal years so as to reduce requlreaents in the l98D-81 

fiscal year; 

{k) substitution of other recPipts or nonstate funds 

for state appropriations; 

(1) unreasonable postponeeent of pay .. nts of accounts 

payable until the 1961-8? fiscal year; 

( 111 shift in-; of 

govern-nt; or 

expenses to another unit of 

(n) any other practiceo ev~nto or device which the 

co.-ittee decides has caused a distortion which makes it 

ap~car that ~ ~avings has occurred when in fact the ;ryst 

reduction is not attributable to the efficiency and economy 
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of the unit. 

(3) In coaputlng the cost of operation of a unit. the 

committee must take into account cost-of-livin~ increases 

and any other inflationary factor which would distort the 

cowparlson of fiscal year l98G-81 expenditures with the ~ 

preceding years. 

Section 9. Award of incentive pay to unit employees. 

lll At the conclusion of 

coataittee shall deteraine 

the 

the 

1980-61 

amounto 

f i seal year. the 

if any• that a 

participating unit has reduced its cost of oporations in the 

198G-81 fiscal year. If the com•ittee determines that there 

has been no reduction in the level and quality of services 

rendered by the unito it shall award to the employees of 

that unit a sua equal to Z5% of the aaount determined to be 

the true cost reduction. 

{l) The amount awarded shall be divided ;,nrl 

distributed in equal shares to the employees of the unit-· 

except that eeployees who worked for that unit part-ti n.e "r 

less than the full 12 months of th<:> l98o-81 fisc<1l Y"'" 

receive only a pro rata share based on the fraction of the 

year worked for that unit. 

131 The source of funds for this !ncentive pay shall 

be the unspent appropriations for the unit which wotJld 

otherwise have reverted at the Pnd of the 19Bo-81 fisc~l 

year and any funds appropriated by the legislature for ·he 

-8-
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1 experimental incentiYe pay progra• a~ards. 

2 Section 9. Status reports required. The director of 

3 the department of ad5inistration shall cause to be prep?red 

4 and submitted to the legislatur" t~o co•prehensiy" status 

5 reports on the co••ittee•s activ!tles, declsionso avardso 

6 and reco••endations with respect to the experl•ental 

1 incentiye pay program for state e•ployees. The first report 

8 must be submitted to the 1961 legislature no later than 

9 February lo 19~1. and .ust cover the first half of the 

10 1980-81 fiscal year. The second report •ust be su~itted to 

11 the legislative council no latar than February lo 1982· 

1Z Section 10. Appropriatl~,. There Is appropriated the 

13 sum of SlOoOOO for the biennlu• ending June 30o 19Blt fro-

14 the general fund to the depart~ent of administration for the 

15 purpose of operating the experimental incentiYe pay progra• 

16 for state e•ployees. 

11 Section 11• Effective date. The provisions of this act 

18 are effectiYe July 1o 1979o and re•ain in effect through 

19 February 2o 1982. 

-End-
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HOUSE BILL NO. 357 

Approved by Comm. 
on Appropriations 

INTRODUCED BY ELLIS. RASMUSSEN 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ESTABLISH AN 

EXPERI~ENTAL INCENTIVE PAY PROGRAM FOR STAT~ EMPLOYEES FOR 

GAINS IN ECONOMY AND EFFICIENCY IN THE RENDERING OF 

GOVERNMENTAL SERVICES; TO CREATE A SUPERVISORY COHHITTEl; 

ANO TO APPROPRIATE HONEY THEREFOR.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:-

5e~tter~-iw--lr~eer~tt¥e-~ey-eeMMf~~ee------alleee~+e~----

~e.,~e~+~tcn------~e•~el'l~e~fel'lw---tlt-fi'H!t'e-+s-e-ce!1111ttte .. -te 

~~~et'wt~e-t~e-ewpe~+•er~tel-+r~eel'lt+ve-pey-pt'e~t'CM--fet'--~tete 

""'p+eyee~ .. 

trt--fhe--eem.,+ttee--ts--e+leeeted-te-the-de~cl't"'e"t-ef 

edm+l'l+~t~et+er~---fe~---edftlfl'list~et+ve---pH~peses---er~+y---es 

p~es~l'+~ed--+1'1--i-lS-l~lw--fhe--depet'~ftlel'lt-~hell-p~evtde-ell 

""""~3et'y-~~eff-el'ld-~et'w+ee~--te--the--ee••+ttee--el'ld--shel+ 

es~e~~-t'ee~el'le~+e-eest~-e~atnst-the-ee••+tte.,. 

t3t--fh.,--~emmtttee--een~+st~--ef--the--dfi'O!~tet'-cf-the 

dO!pct'tftlent-ef-edm+n+~tt'ctiei'IT-•he-~hell-eet-~~-ehe+I'Mcnt-t~e 

cdftlil'l+st~ete~s-ef-the--pet'~nl'lel--d+v+~+er~T--the--pdt'ehes+l'l9 

d+v+3+er~y---el'ld--the--ftiCI'Iegeftlent--system~--divis~el'l--of--t~~ 

depet'tftlent--ef--ede~l'l+~~t'et+er~t--the--~tete---eud~tort---tM~ 

d+t'e~tet"--ef--t~e-eff~ee-of-8Hdget-er~d-pt'e~reftl-pleftl'l+n9t-th~ 
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\eg+s•et+ve-edditet't-thf!-eeeels~+efter-ef-the--depert.eftt--ef 

leber--eftd--~l'ldd~try~--el'ld--three-+l'ld+v+ddels-e•per+eneed-+" 

eda+n+~tet'il'lg-eepleyee-+l'leefttiv~-+n-bH~il'less-er~d--+ndustry. 

te-be-eppe+nted-by-the-geverr~et'-befere-AH9d~t-l~•-l9~9. 

t<tt--fhe--ee•e+~ee--shel+--.srve-#t'ea-•ugHst-~8•-l9~9y 

ant++-sab•+ss+en-ef-+ts-f+r~e+-rep~t-to-the--leg+s+etH!'e--es 

p~ev+ded-fft-tseet+er~-9i• 

iSt--fhe--ee.-+ttee--shel+--aeet--es--d+l'eeted--by--the 

ehe+rr.en-+ft-~det'~te-eeeoepl+sh-the-pdrposes-ef-tseet+er~~--~ 

thrett~h-9i• 

tot--Meftlbers-~he+l-b~-eeepel'lseted-el'ld-rf!+abur~ed-es-et'e 

aeabers-ef-edv+se•y-eou!'lefl~-+n-l-l'j-li~t~t• 

Section 1. Purpose. The employers in business and 

industry have experienced gains in econoay and efficiency in 

services offered and goods produced by rewarding outstanding 

performance of their employees through incentive pay bonuses 

and special benefits. It is the intent of the legislature to 

determine on an experimental basis the value and 

practicality of providing incentive pay for state e~ployees 

to achieve gains in productivity and the elimination of 

waste. 

Section z. Definitions. For the purposes of [sections 

2 through 9] the following definitions apply: 

(1) •Ee~mfttee•-e~ens-th~-~oftlefttee--prev+d~d--for--+n 

t~eet+on--li--te--~u~ervfse--th~--e•pe~+ael'lte+-+neer~t+ve-pey 

-2-s E C 0 N D R E A D 1 N G HB 357 
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p~~greM--f~r--,~e~e--e•p•eyee&w ~QffAR!bEHI! ___ ~~A~~---ltlf 

~flAai~l-2f_aQaltiljl!AllO~RQ11QfO_EQ&_l~-4=1~=12Qla 

(2) Except as provided in (section S]o "eligible unit• 

~ans any state department or agency or any unit thereof 

which: 

(a) is an intact group; 

(b) has an identifiable budget for the period July lo 

1978o through July lo 196lo or has it5 financial records 

•aintained according to an accounting syst~• hhich 

identifies to the satisfaction ,of the stdte auditor the 

expenditur~s and receipts properly attributable to that 

uniti 

(c) has stated objectives in teres of prorluct or 

service rendered; 

(d) has data available to establish quality as 

dimension of service; 

a 

(e) has the sa.e scope or ~ission for the period of 

July lo 1978o through July lo 1981; AHU 

(f) has a bvdqe~ ite•ized by type of expendituret-en~a 

19i--reee?ve&-no-federe+-f~n~,. 

(3) "E•ployee• eeans any person employed by the state 

in any capacity and whole salary is paid either by warr~nt 

of the e~ployer or from the fees or income of any department 

or agency of the state, except for• ~Atl!Lt~f~!__ff&~Q~M~ 

RfSfONil5lf_fOB_AO~l~~EalHW-l~E~ll~auQkfla 
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tet--e--per&on--~no&e-e~mp~nset+on-+,-p~id-e+the~-f~++y 

or-+"-pe~~-frne-f~dere+-f~nd~1-end 

tbi--•enoge•ent-p~~s~nne+-~e,pon~+bte-fo~-odm+"?~te~+ng 

the-~n+t•s-b~dge~w 

(4) "l~gitimate savings" means 

expenditures made possible by the followin~: 

(a) reduction in overtime; 

(b) eli•ination of consultant fees; 

(c) reduction of temporary help; 

(d) eli•ination of budgeted positions; 

reduction 

(e) improvement in methods of communication; 

{f) improveeent in systems and procedures; 

in 

('J) improve~nent 

manpower; 

in deployment and utilization of 

(h) 

( i) 

eli•ination of unnecessary travel; 

eli•indtion of unnecessary participation 

national and re~ional conferences; 

in 

(j) elieination of unnecessary printing and mailing; 

(kl eli•ination of unnecessary payments for 

advertising, membership dues, subscriptions. etc.; 

(1) eli•ination of waste, duplication, and operations 

of doubtful value; 

(m) improveMent in utilization of facilities; and 

{n) ieple•entation of any other steps considered by 

the e~mm?ttee QffA&IHf~ as representing true savings. 

-4- HB 357 
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Section 3. Experimental incentive pay program for 

stdte employees. There is created an experimental incentive 

pay program for state employees for the fiscal year 1980-81. 

An eliqible unit selected to participate may qualify for an 

award of 25% of the amount of savings realized by the unit 

for the fiscal year, to be divided and distributed in equal 

shares to the employees of the unit. 

Section 4• Application for experimental incentive pay 

program. (1) With the exception of units within the 

legislature, the governor•s office, the department of 

administration. and the state auditor•s office, any el igihle 

unit may make application to the eommfttee UEf!Bl~E~l for 

selection as a participating unit in the experimental 

incentive pay proqram. Such application must be submltte~ no 

later than March 1, 1980. 

(2) The application must contain: 

(a) 

(b) 

(C) 

(d) 

(e) 

(f) 

(g) 

(h) 

require, 

the name, location, and phone number of the unit; 

the department within which the unit 

the unit supervisor•s name; 

the number of employees in the unit; 

the approval of the unit supervisor; 

the approval of the department head; 

is located; 

the information listed in [section 3(2) }; and 

such i nfonnat ion as the c:omm-rttee llfeA!Ut!EtH may 

including but not limited to those evaluation 

-5- HE' 357 
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coMponents developed by the applying unit which will provide 

quantitative measures of progra~ output and perfor•ance • 

Section 5. Selection of participating units. The 

c:oeMft~ee UfeAB!aiHI shall evaluate the applications 

submitted and, fro• those proposals which are considered to 

be reason~ble and practical and which are found to include 

developed perfor•ance indicators which lend themselves to a 

judgeent of success or failure, select no •ore than three 

units to participate in the experimental incentive pay 

program. Efte~-se•ee~+o"-mey-be-mede-o"•y--+~--e~--4eos~--s+x 

~mee~s-of-t~e-eom•+ttee-eee~-e"-e~~+r~+ve-•ote• 

Section 6. tualification for awara of incentive pay to 

unit employ&Ps. 11~ To qualify for the award of incentive 

pay to its e~ployeest a participating unit Must deeonstrate 

tn the satisfaction of the eommf~tee UffARIHf~I that it has 

operated during the 1980-Sl fiscal year at less cost than 

the average of the '2 lmmediat~ly preceding fiscal years with 

no decrease in the level of services rendered. 

121 The eomm+~~ee Dl~A&l~ •ust satisfy itself that 

the reduction in the cost of operation is a legitimate 

savings and that it is not. in whole or in part, the result 

of; 

(a) chance; 

(b) a lowering of th~ quality of the service rendered; 

(c) reduced passthrough or transfer expenditures; 

-6- HB 357 
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ldl receipts realized in exces~ of ~mounts budgeted; 

(e) nonrecurrence in 1980-81 of PXpenditures ~hich 

were single-outlay or one-ti.e expenditures in either of the 

2 preceding fiscal years; 

(f) reductions in the prices of supplies, materials, 

and equipaent used or reductions in the cost of service 

contracts; 

(g) 3 lowering of salary requirezents dS the result of 

employee turnover; 

(h) f~ilure to reward deserving employees through 

promotion, reclassification, award of merit salary 

increMents, or salary increases authorized by salary r-•nge 

revisions; 

(i) postpone8ent of normal purchases or repairs, or 

both, to a future fiscal year; 

(j) stockpiling inventories in the 1978-79 and 1919-BO 

fiscal years so as to reduce requirements in the 1980-81 

fiscal year; 

(k) substitution of other receipts or nonstate funds 

for state appropriations; 

(l) unreasonable postpone~ent of pay~ents of accounts 

payable until the 1981-82 fiscal year; 

(a) shifting of expenses to another unit of 

governa~ent; or 

(n) any other practice. event, or device which the 
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eommfttee QffARIH~ decides has caused a distortion which 

makes it appear that a savings has occurred when in fact the 

cost reduction is not attributable to the efficiency and 

economy of the unit. 

(3) In co•puting the cost of operation of a unit, the 

eo~m~tt~e OffAS!ftfHl must take into account cost-of-1 iving 

increases and any other inflationary factor which would 

distort the co~parison of fiscal year 1980-~l expenditures 

with the 2 preceding years. 

Section 7. Award of incentive pay to unit employees. 

(11 ~t the conclusion of the 1980-Bl 

ees~ittee OEf!BlHfBI shall determine 

fi seal year, the 

the amount• if any, 

that a participating unit has reduced its cost of operations 

in the 1980-81 fiscal year. If the eomm+ttee Df£ASIM£tll 

determines that there has been no reduction in the level and 

quality of services rendered by the unitt it shall award to 

the employees.of that unit a sum eqH8+ U£ to 25~ of the 

amount deter•ined to be the true cost reduction £EtlUltl~ 

AYAl~AfilLII!_Qf_fUHQ~_Itlli_lHtEfill~lM~!_lS_NOl __ lQ __ ~E 

~~ilOE&fD _ _A__RfRHAttEHJ _ _sALARl_IHLBfASE_lQ_aE_,ABRIED-lUIQ 

SUDitQUfMI~· 

(2) The a.aunt 

distributed in equal 

awarded shall be divided .mel 

shares to the employees of the unit, 

except that employees who worked for that unit part-time or 

less than the full 12 months of the 1980-81 fiscal year 
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receive only a pro rata share based on the fraction of the 

year worked for that unit. 

131 The source of funds for this incentive pay shall 

be the unspent appropriations for the unit which would 

otherwise have reverted at the end·of the 1980-81 fiscal 

6 year and any funds appropriated by the legislature for the 

7 experimental incentive pay progra11 awards.~-_S.Uilc,H;{.L_lO 

8 AYAlLAaLf_{.AiH__~ALANtE AND &ti!&lC.IlO~-IafQifQ__aY__lti£ 

'I EfQEB.AL ~UilliMEtiLO!LIJ:1LUll__OLE ~ E&Al._ltUtjU • 

10 Section s. Status reports required. The director of 

11 the department of administration shall cause to be prepared 

12 and submitted to the legislature two comprehensive status 

l3 reports on the eenul!?ttee.t.s QllAR~Ifl!S. activities, 

14 decisions, awards, and recommendations with respect to the 

15 experimental incentive pay progra• for state employees. The 

16 first report must be submitted to the 1981 legislature no 

17 later than February 1• 196lt and 11ust cover the first half 

18 of the 1960-81 fiscal year. The second report must be 

1'1 ~ubmitted to the legislative council no later than February 

20 1. 1982. 

21 Section 9. Appropriation. There is appropriated the 

22 sum of 110,000 for the biennium ending June 30, 19R1• from 

£3 the gen~ral fund to the department of ~dministration for the 

l4 purpose of operating the experimental incentive pay program 

25 for state e~ployees. 
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Section 10. Effective date. The provisions of this act 

are effective July 1, 1979, and remain in effect through 

February 2, 1982. 

-End-
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HOUSE BILL NO. 357 

INTRODUCED BY ELLISo RASMUSSEN 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ESTABLISH AN 

EXPERIMENTAL INCENTIVE PAY PROGRAM FOR STATE EMPLOYEES FOR 

GAINS IN ECONOMY AND EFFICIENCY IN THE RENDERING OF 

GOVERNMENTAL SERVICES; TO CREATE A SUPERVISORY COMMITTEE~ 

AND TO APPROPRIATE MONEY THEREFOR.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:-

5ee~fon-~w--7neen~+ve~ey-eo .. +~~-----e~~oe~+en----

eo~pe~~~+en------ee•penset+enw---t~t-fhe~e-+~-e-ee~+~~~e-~e 

~upe~vfse-the-ewpeP+•en~el-+nee~+ve-pey-pro!Pe.--fer--ste~e 

e~p~oyeesw 

t~t--fhe--ee .. +~tee--+s--e~+eeeted-te-~he-depePt•ent-of 

ed~+n+~tf'e t+en ---fep- --e d111+n+stP et+ve---pttPpeses -- -o_nf y---es 

pt'e~eP+bed--fn--i-~S-~i~•--fhe--depeptment-sheff-pPev+de-eff 

neee~seP,-steff-end-~e~v+ees--~e--the--ee••+~tee--end--she++ 

e~~ess-peesenebfe-ees~s-e,a+ns~-the-ee•m+ttee• 

t3t--fhe--ee••+~tee--eens+sts--ef--the--d+~eete~-ef-the 

depet'teent-ef-edm+n+st~et+eny-who-she++-eet-es-ehe+PIIIent-the 

edM+n+stpetet"s-ef-the--pePsonnef--d+v+~+ony--~he--pu~ehes+ng 

d+v+s+eny---end--the--•enegement--syste~~--d+v+~fen--of--the 

depet'tment--of--ed•+n+~tpet+ent--t~e--stete---ettd+to~t---~he 

d+pee~op--of--the-eff+ee-of-~ttdget-end-pPe~~e•-p+enn+ngt-th~ 
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~~s~e~+ve-eud+~o~t-~he-ee•~~~+ss+oner-of-~he--depo~ .. "t--e~ 

+eber--end--+ndustryt--en~--~~Pee-+nd+vidttefs-e•pet'•eneed-+n 

ed•+n+s~eP+n~-e~Jeyee-+neen•+ves-+n-bus~e.,-and--+nd•stryY 

to-be-&ppo+n~-by-the-90¥ePn&r-befet"e-Au~•~-~s.-~~9• 

t't--fhe--ea..+ttee--she+J--serve-f~e•-••~·~-~ey-.. ~99 

ant+J-sablll+ss+en-of-~-~+neJ-report-to-~fte--fe!+SJ~are--e• 

pt"&Y+ded-+n-t~+en-9iw 

tSt--fhe--ee .. ~e--•hef+--eeet--es--d+~eeted--by--the 

~e+~~~~en-+n-OPdeP-~e-eeee~~~pJ+•~-the-parpeses-o~-t•eet+on.--~ 

thf'e~h-9i• 

t6t--M .. be~-she+J-be-eeapensoted-end-•-+-~sed-es-ere 

eeabe~s-ef-edv+so~y-eoane++s-•n-i-~S-l~itst• 

Section 1. Purpose. The employers In business and 

industry have experienced gain~ in econo•y and efficiency In 

services offered and goods produced by rewarding outstanding 

perforMance of their e~ployees through incentive pay bonuses 

and special benefits. It is the intent of the legislature to 

deterDine on an ex peri 111ental basis the value and 

practicality of providing incentive paT for state employees 

to achieve gain~ In productivity and the eli•lnatlon of 

waste. 

Section 2. Definitions. For the purposes of (sections 

2: through 9] the followfng definitions apply: 

(1) •eomm+~~ee•-•eens-~hr-e~~~fttee--prev+ded--faP--+n 

fseet+en--ii--to--superv+se--th~ e~pe~~~~nte+-+neent+ve-~oy 
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~&g~ea--fe~--ste~e--~~~leyee~• ~QLRAR~f~~---al!Ni __ _ltit 

QffA&I.l1fi!U_af_A.QauflU!.U.lOIL.f&Olll!lf[LfQILl!i-'::~::1.2fUa 

12) Except as provided in (se~tion 5]• •eligible unit• 

.aans any state depart•ent or agency or any unit thereof 

which: 

(a) is an intact group; 

(b) has an identifiable budget for the period July 1• 

1978, through July lt l98lo or hds its financial records 

aaintained according to an accountl"9 syst.. •hich 

identifies to the satisfaction of 

expenditures and receipts properly 

unit; 

(c) has stated objectives in 

service rendered; 

the state auditor the 

attributable to that 

terMs of product or 

(dt has data available to establish quality as a 

dlaension of service; 

(e) has the saee scope or ~ission for the period of 

July l• 197!, through July 1, 1981; A~ 

(f) has a budget lte.ized by type of expenditure•-e"da 

t~--peee~•es-"e-fe6e~~-f~"d~• 

Cl) •e.ployee• •eans any person employed by the state 

in any capacity and whole salary is paid either by warrant 

of the eaployer or froa the fees or income of any department 

or agency of the state, except for• ~!H&Lfaf!I-_ffft~ONM~ 

&fifQNSIBL~ fQR-AQ~il~Y-ItlE UNIT'S BUDGET• 
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tet--e--~·~~o"--w~e~e-eoa~e"~et+o"-~s-po+d-e+t~ep-f~lly 

or-+n-pert-froa-federel-f~"dst-end 

tbt--•e"egeaent-~ersOft~e~-Tesponsible-foP-edminfs~erfng 

the-~"~t•s-b•dget• 

('o)· •t.e<;~itieate savings" means reduction in 

expenditures •ade possible by the followiny: 

(a) redu~tion in overtime; 

(b) elieinatlon of consultant fees; 

(c) reduction of teeporary help; 

(dl 

(e) 

(f) 

(g) 

aanpower; 

eliMination of budqete~ positions; 

iaproveaent in aethods of communication; 

i•prove•ent in systems and procedures; 

i111pcove•ent in deployment and utilization 

(h) elieinatlon of unnecessary travel; 

(i) eliaination of unnecessary participation 

national and reqional conferences; 

of 

in 

(j) eliaination of unnecessary printing and ~ailing; 

(kJ elleinatlon of unnecessary payments for 

advertising, me•bership dues, subscriptions, etc.; 

(1) eliaination of •asteo duplication, and operations 

of doubtful value; 

(m) improva.ent in utilization of facilities; and 

(nJ illlpleMentation of any other steps considered by 

the eeaM~ttee ~&I!fKI as cepresenting true savings. 
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Section 3. Experimental incentive pay program for 

stdte employees. There is created an experimental incentive 

pay program for state employees for the fiscal year 1980-81. 

An eligible unit selected to participate may qualify for an 

award of 25% of the amount of savings realized by the unit 

for the fiscal year, to be divided and distributed in equal 

shares to the employees of the unit. 

Section 4• Application for experiaental incentive pay 

program. (ll With the exception of units within the 

legislature, the governor's office, the depart•ent of 

administration. and the state auditor's officeo any eligible 

unit may make application to the eo•m+ttee 2~A&Iaftii for 

selection as a participating unit in the experiaental 

incentive pay proqram. Such application •ust be subeltte~ no 

later than Harch lt 1980. 

[2) The application must contain: 

(a) the nameo location. and phone nu~ber of the unit; 

(b) the department within which the unit is located; 

[c) the unit supervisor's na.e; 

(d) the number of employees in the unit; 

(e) the approval of the unit supervisor; 

(f) the approval of the departeent head; 

(g) the information listed in [section 3(2)J; and 

(h) such information as the ecmmfttee DE£ABIMEHI may 

require, including but not limited to those evaluation 
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components developed by the applying unit which will provide 

quantitative .easures of prograe output and performance. 

Section 5o Selection of participating units. The 

eo .. +ttee QEPABTHEHJ shall evaluate the applications 

subeitted andt from those proposals which are considered to 

be reason~bla and practical and which are found to include 

deve1opeo perfor•ance indicators which lend the•selves to a 

judg.ent of success or failure. select no •ore than three 

units to participate in the experi•ental incentive pay 

program. Eeeh-so~eet•on-eoy-be-mede-on~y--+#--et--~eest--s~x 

~8bers-of-~he-eo .. +~e-eese-en-eff+P.at+we-wotew 

Section f>. Qualification for award of incentive pay to 

unit eaployees. (lt To qualify for the award of incentive 

pay to its e•ployeeso a participating unit eust de•onstrate 

to the satisfaction of the eo•e+t~ee DEPARIHENI that it has 

operated during the 198D-81 fiscal year at less cost than 

the average of the l i•eediately preceding fiscal years with 

no decrease in the level of services rendered. 

(2) The eome+~tee Di£ABI~ •ust satisfy itself that 

the reduction in the cost of operation is a legitieate 

savings and that it is noto in whole or in parto the result 

of: 

(a) chance; 

(b) a lowering of the quality of the service rendered; 

(c) reduced passthrough or transfer expenditures; 

_,_ 
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(d) receipts realized in excess of J~ounts budgeted; 

(e) nonrecurrence in 1980-81 of expenditures which 

were sinqle-outlay or one-ti .. expenditures in either of the 

2 preceding fiscal years; 

(f) reductions In the prices of supplies, •aterials, 

and equipaent used or reductions In the cost of service 

contracts; 

(g) a lowering of salary requlre•ents as the result of 

eaployee turnover; 

(h) failure to reward des~rvlng e~ployees through 

pr011otiono reclasslflcatlono award of 

lncre.entso or salary increases authorized by 

revisions; 

.erlt salary 

salary range 

(I) postponeaent of nor•al purchases or repalrso or 

botho to a future fiscal year; 

(j) stockpiling Inventories In the 1978-79 and 1979-80 

fiscal years so as to reduce require•ents in the 1980-81 

fiscal year; 

(k) substitution of other receipts or nonstate funds 

for state appropriations; 

(1) unreasonable postpone•ent of pay.ents of 

payable until the 1981-82 fiscal year; 

C•J shifting of expenses to another 

govern .. nt; or 

accounts 

unit of 

(n) any other practice, evento or device which the 
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eo .. +ttee Q£!ABI!fHI decides has caused a distortion which 

~akes it appear that a savings has occurred when in fact the 

cost reduction is not attributable to the efficiency and 

econoay of the unit. 

(J)· In coeputing the cost of operation of a unit, the 

·ee~+~~ee DEPARIHEHI •ust take into account cost-of-living 

Increases and any other inflationary factor which would 

distort the co•parlson of fiscal year 1980-81 expenditures 

~ith the 2 preceding years. 

Section 7o Award of incentive pay to unit employees. 

UJ At the conclusion of the 1980-81 fiscal year, the 

ee-H•ee DEP&Bl!EII shall deter~ine the amount• if anyo 

that a participating unit has reduced its cost of operations 

in the 198Q-81 fiscal year. If the ee~it~ee gEfARiaEHI 

deteralnes that there has been no reduction in the level and 

quality of services rendered by the unito it shall award to 

the employees of that unit a sue eq~e+ ue to 2Sl of the 

a•ount deterained to be the true cost reduction ffHQIH~ 

AXAIL681LIIl-DE FUNDS• THIS INCENTIVE PA~li_HQI __ IQ __ af 

~llE&£1L . .L1E.lU!AIIftfl.._SAL!&LlHC..&f&U ID BE t.!&&lf!Ll~Hl 

SWi~fA&.S.· 

12) The aeount awarded shall be divided .-nd 

distributed in equal shares to the employees of the unit, 

except that employees who worked for that unit part-time or 

less than the full 12 months of the 1980-Bl fisc~l yPar 
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receive only a pro rata share based on the fraction of the 

year worked for that unit. 

(31 The source of funds for this incentive pay shall 

be the unspent appropriations for the unit which would 

5 otherwise have reverted at the end of the 1960-81 fiscal 

6 year and any funds appropriated by the legislature for the 

7 experimental incentive pay progra• awards.s_ __ S.UJLlfC.l--10 

8 !YAI~f_C.6iH __ aALANtE AND &fi~llQfiS-_l~QS.fQ__ay__Itlf 

9 UllfRALiiatl&MfHLOtLil:lLUS.LOLEEI.lE.&ALtliJNU: • 

10 Section e. Status reports required. The director of 

11 the department of ad•i n i strati on shall cause to be prer1ared 

12 and submitted to the legislature two co111prehensiv" status 

B reports on the eo1111+~~eeas llllA!IIiElil.!S activities, 

14 decisions, awardso and recommendations with respect to the 

15 experimental incentive pay progra11 for state employees. The 

16 first report must be subllitted to the 1981 legislature no 

11 later than February lo 19Blt and must cover the first half 

16 of the 1980-81 fiscal year. The second report must be 

19 submitted to the legislative council no later than February 

20 lo 1982. 

21 Section 9. Appropriation. There is appropriated th~ 

22 sum of SlOoOOO for the bienniu• ending June 30, 19Blt from 

l3 the genP.ral fund to the department of administration for the 

l.4 purpose of operating the experimental incentive pay pro•Jra., 

25 for state employees. 
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Section 10. Effective date. The provisions of this act 

are effective July lt 1979, and re•aln in effect through 

february z, 1982. 

-End-
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