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FISCAL NOTE

House Bill 300 (The Speaker, et al.) (Administration)
Appropriations

State Personnel - Higher Education - Collective Bargaining

This Administration bill expands collective bargaining for State employees to include
employees of the University System of Maryland (USM), Morgan State University, St.
Mary’s College, and Baltimore City Community College.

The bill takes effect October 1, 2001.

Fiscal Summary

State Effect: Expenditures could increase by $151,600 (general funds) in FY 2002 for
one additional position and other one-time and ongoing expenses for the Department of
Budget and Management (DBM). Administrative expenditures at USM, its constituent
institutions, and the other covered institutions could increase by $660,800 in FY 2002 for
eleven additional positions and contractual services, of which 70% is assumed to be
general funds. FY 2002 costs reflect the October 1 effective date; future years reflect
annualization and growth. In addition, personnel expenditures in higher education could
increase depending on the contents of negotiated memoranda of understanding.
Revenues would not be affected.

(in dollars) FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Revenues $0 $0 $0 $0 $0
GF Expenditure 614,200 702,500 735,100 769,700 806,500
Higher Ed Exp. 198,200 273,200 285,700 299,000 313,100
Net Effect ($812,400)  ($975,700)  ($1,020,800)  ($1,068700)  ($1,119,600)

Note:() = decrease; GF = general funds; FF = federal funds; SF = special funds; - = indeterminate effect

Local Effect: None.



Small Business Effect: A small business impact statement was not provided by the
Administration in time for inclusion in this fiscal note. A revised fisca note will be
issued when the Administration’ s assessment becomes available.

|
Analysis

Bill Summary: With certain exceptions, employees of USM, Morgan State University,
S. Mary’s College, and Baltimore City Community College would be subject to
collective bargaining. Employees not covered by collective bargaining include
administrators, faculty, teaching assistants, certain contractual employees, and others.

Each of the four institutions would have four bargaining units (labor/trade,
administrative/technical/clerical, professional, and sworn police officers), for atotal of 16
bargaining units. The Governor or the governing board of the State institution would
appoint the employer’s negotiating representative. At the request of either party, the
parties would negotiate a supplemental memorandum of understanding at each
constituent institution of USM. The institutions would be required to request any
necessary funding or legislation to implement collectively bargained matters. The
memoranda would become effective upon ratification by the institution’s governing
board and a majority vote of the employees in the bargaining unit.

Current Law: Chapter 298 of 1999 specifically prohibits the establishment or
implementation of a collective bargaining plan for USM’s nonfaculty employees.

Background: Chapter 298 of 1999 provided statutory collective bargaining rights for
approximately 37,000 State employees of the executive branch. Prior to that, collective
bargaining for certain State employees was governed by Executive Order 01.01.1996.13.
The law currently applies to approximately 37,000 employees of the executive branch
and certain other agencies. A State Labor Relations Board oversees the collective
bargaining process. The board consists of five members. the Secretary of Budget and
Management plus four members of the general public appointed by the Governor with the
advice and consent of the Senate (these members have been appointed but not yet
confirmed by the Senate). There is an executive director; other staff support is provided
by DBM.

The board’ s responsibilities include: establishing guidelines for creating new bargaining
units; establishing procedures for, supervising conduct of, and resolving disputes about
elections for exclusive representatives, investigating and taking appropriate action in
response to complaints of unfair labor practices and lockouts; investigating possible
violations of collective bargaining and any other relevant matters; and holding hearings to
resolve any issues or complaints arising under collective bargaining.
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Under the law, employees have the right to: take part or refrain from taking part in
forming, joining, supporting, or participating in any employee organization or its lawful
activities, be fairly represented by their exclusive representative, if any, in collective
bargaining; and engage in other concerted activities (other than strikes) for the purpose of
collective bargaining.

The State retains the right to determine the mission, budget, organization, numbers, types
and grades of employees assigned, work projects, tours of duty, methods, means, and
personnel by which its operations are to be conducted. The State retains various other
rights in setting and implementing its governmental goals.

State employees are prohibited from engaging in any strike, which includes work
stoppages or slowdowns. The State is prohibited from engaging in a lockout. Both
parties are prohibited from engaging in any unfair labor practices, as defined by the
Secretary of Budget and Management.

The parties may bargain over wages, hours, and other terms and conditions of
employment. The parties, the Governor’s designee, and the exclusive representative then
execute a memorandum of understanding (M OU) incorporating al matters of agreement
reached. To the extent that these matters require legislative approval or the appropriation
of funds, these matters must be recommended to the General Assembly for approval or
for the appropriation of funds.

The MOU may be valid for at least one year and no more than three years. The
agreement must be ratified by the Governor and the employees of the bargaining unit (by
a majority of the votes cast by the employees of the unit). The General Assembly
reserves the right to change or modify the law with regard to any matter that is the subject
of a memorandum of understanding, regardless of whether the change or modification
would become effective during the term of the MOU.

State Expenditures: State expenditures associated with collective bargaining fall into
three categories. (1) administrative expenses from implementation of collective
bargaining; (2) increased across-the-board employee compensation negotiated via
collective bargaining; and (3) other additional expenditures for other items negotiated via
collective bargaining.

Administrative Expenses

The labor relations staff of DBM will experience additional workload as a result of the
bill. DBM advises that it will require only one additional employee to the State Labor
Relations Board (part of DBM) to develop bargaining units and conduct elections. DBM
advises that four of the five positions within the labor relations board are currently vacant
and that the additional workload could be handled with the additional position plusfilling
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the four vacant positions. Legidlative Services notes that for a similar bill last year DBM
estimated that it would need three additional positions above and beyond the current five
labor relations positions.

General fund expenditures by DBM could increase by an estimated $151,600 in fiscal
2002, which accounts for the bill’s October 1, 2001 effective date. This estimate reflects
the cost of hiring the additional employee and includes salary, fringe benefits, one-time
start-up costs, and ongoing operating expenses. DBM advises that the position could be
filled with an Administrator Officer 11l (Grade 15). Legislative Services advises that
given the responsibilities and technical skills required, DBM would need a higher level
position, possibly a Grade 20.

In addition to personnel costs of the new position, Legislative Services advises that DBM
could incur costs in communications and supplies of approximately $100,000 to conduct
the elections. These costs were not anticipated by DBM in its response. Future year
expenditures reflect: (1) full salaries with a 6.5% increase in fiscal 2003 and a 4.5%
increase each year thereafter, with 3% employee turnover; and (2) 1% annual increases in
ongoing operating expenses. The communication and supply costs associated with
establishing the bargaining units and conducting the elections are assumed to be one-
time.

In addition, administrative expenses for the higher education institutions will aso
increase to implement collective bargaining for these employees. USM advises that it
will require 22 additional positions and incur other costs (at a total cost of $1.4 million)
to administer collective bargaining. These positions and other costs would be spread
among the constituent institutions and at the system headquarters. Legidative Services
believes this estimate is excessive given that DBM has added only ten new staff to
administer collective bargaining for 37,000 employees, or about four times the number
covered under this bill. Moreover, the labor relations board, rather than the institutions,
will handle the dispute resolution function.

Legidlative Services therefore advises that USM could implement the bill’ s requirements
with approximately eight additional staff to handle collective bargaining negotiations
(one additional position at the six largest constituent institutions and two positions at
headquarters to provide assistance to the smaller constituent institutions). Each of the
other three institutions covered under the bill -- Morgan State University, St. Mary’s
College, and Baltimore City Community College -- could also need an additional position
to handle collective bargaining negotiations.

Higher education expenditures could therefore increase by an estimated $660,800 in
fiscal 2002, which accounts for the bill’s October 1, 2001 effective date. This estimate
reflects the cost of hiring the 11 positions (at Grade 22) to handle the collective
bargaining negotiations. It includes salaries, fringe benefits, one-time start-up costs, and
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ongoing operating expenses, including approximately $100,000 for contractual services
(among all the institutions) for outside attorneys, economists, and labor specialists as
necessary, and $25,000 for supplies. Future year expenditures reflect: (1) full salaries
with a 6.5% increase in fisca 2003 and a 4.5% increase each year thereafter, with 3%
employee turnover; and (2) 1% annual increases in ongoing operating expenses.

It is not possible to determine the exact proportion attributable to State general funds. It
Is assumed that 70% of personnel costs are associated with State general funds and the
other 30% with other restricted and unrestricted fund sources at the institutions.

Increased Across-the-Board Employee Compensation
A study by the former Department of Fiscal Services found that collective bargaining
increased salaries and salary-related fringe benefits by 1% to 1.5% per year, versus what
they would be in the absence of collective bargaining.
The employees covered by the bill is estimated to be as follows:

Estimated Number of Employees and Payr oll

of Covered Employees
of Higher Education I nstitutions Subject to SB 207/HB 300

Estimated Number of Estimated Payroll
($in millions) Covered Employees (including fringe benefits)
University System of
Maryland 9,000 $377.0
S. Mary’s College 210 8.5
Morgan State University 487 21.7
Baltimore City
Community College _290 12.6
Total 9,987 $419.8

Note: Employees covered based on total institution employees, less faculty and 20%
assumed reduction for administrative/management employees. Payroll assumes fringe
benefits at 20% of salary.

Providing collective bargaining for these non-faculty employees of State higher education
institutions may not affect the cost of general salary increases, because these higher
education employees have received (and, under the status quo, presumably would
continue to receive) the general salary increase received by other State employees even
though they are not covered by the collective bargaining statute. If the bargaining
resulted in provisions related specifically to these employees and over and above what
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was provided to other State employees, then personnel expenditures could increase
accordingly.

Other Additional Expenditures for Other Items Negotiated via Collective Bargaining

In addition to the general salary increases, the Governor has granted other compensation
and non-compensation benefits during collective bargaining negotiations, including
tuition reimbursement, roll call pay, shift differential, increased uniform allowance, and
other expenses. It cannot be reliably estimated at this time whether such improvements
to working conditions would have transpired in the absence of collective bargaining or
whether the higher education bargaining units would negotiate other non-salary benefits
with afiscal impact.

Additional | nfor mation

Prior Introductions: HB 607 of 2000, a substantially similar bill, was not reported from
the House Appropriations Committee. SB 245, the crossfile to HB 607, was not reported
from the Senate Finance Committee.

CrossFile: SB 207 (The President, et al.) (Administration) — Finance.

Information Source(s): Department of Budget and Management, Maryland Higher
Education Commission, Morgan State University, St. Mary’s College, University System
of Maryland, Department of Legislative Services

Fiscal Note History:  First Reader — March 1, 2001
jjr

Anaysis by: Matthew D. Riven Direct Inquiries to:
John Rixey, Coordinating Analyst
(410) 946-5510
(301) 970-5510
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