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A Message from
Commissioner Bucy

Governor Steve Bullock:

Thank you for the opportunity to present the 2017 Labor Day Report to you and the citizens of
Montana. It is my privilege to share an update on our state’s economy and on the steps taken this
past year to strengthen our workforce, including expanding apprenticeships, improving workplace
health and safety, and the continued success of work being done with schools to build leadership and
employment skills for students.

This past year, our state’s economy grew through the addition of thousands of new jobs across
Montana’s diverse industry sectors. At 3.9% in July, our unemployment rate continues be among
the strongest in the country. Never before in our state’s history have we had more people working,
and their wages continue to grow. Our local communities are seeing these benefits every day, and
businesses of all sizes are able to expand and fill their talent pipelines.

Because of Montana’s diverse industries, we are able to weather the ebbs and flows of the economy.
Our state continues to be a launch pad for new businesses both large and small, leading to
employment opportunities for Montanans.

While we are facing a workforce shortage, this is a chance for us to grow and improve from within,
whether it is providing someone an alternative career pathway to higher wages, or increasing their
employment training at their local Job Service Montana office.

Looking forward, I feel the state will take advantage of the current economic landscape over the
next year. The Department of Labor & Industry will keep focused on helping businesses implement
new apprenticeship training models, making sure workers come home safely to their loved ones
after their shifts end, and preparing the future generations of workers to lead the 21st century
marketplace.

Governor Bullock, thank you for your leadership and dedication to Montana’s workforce, businesses,
and communities throughout the state.

Sincerely,

fbn

Pam Bucy, Commissioner
Montana Department of Labor & Industry
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Introduction

Over the last eight years, Montana and the rest of the nation have seen steady economic growth,
making this one of the longest economic expansions in recorded history.! While this expansion
has been slow at times, the slow and steady pace increases the likelihood that the economy will
continue to grow.” The long and consistent growth over the past several years has benefitted
Montana businesses and workers alike.

Montana’s economy continues its prosperity in 2017, with growth in the western half of the state
exceeding expectations. Our entrepreneurs continue to be among the best in the nation for new
business startups and for the successful launch of businesses. Workers have experienced real
wage growth faster than the national average over the last ten years, allowing families to achieve a
higher standard of living.

« Over 504,500 Montanans were employed in 2016, and the state’s unemployment rate
of 4.1% was the 16th lowest in the nation.

« Montanas industry diversity supported the state’s economy in 2016, with gains in
the service sector in western Montana outweighing losses in eastern Montana from
mining and energy.

« Montana is the fastest growing state for manufacturing GDP in the nation.
Manufacturing GDP was $3.2 billion in 2016, over $1.2 billion more than the industry’s
2011 contribution.

« Montana continues to outperform for entrepreneurialism, with over 50,000 workers
employed in businesses that did not exist five years ago. Montana has the 4th highest
rate of net business creation among employing businesses, and is first in the nation for
the percentage of households reporting income from a farm or business.

 Personal income increased by 2.3% over the last year, faster than our neighboring
states of Wyoming and North Dakota. Montana’s personal income growth has been
accelerating since the 4th quarter of 2015, putting us on track to exceed the U.S. growth
in 2017.

« Montana added 6,480 jobs over the last year, with strong job gains in healthcare. The
healthcare industry has added over 2,150 jobs over the last year and roughly 7,300 jobs
during the last five years.

« Montanas wages have been increasing faster than the national average for most of the
last ten years, with the state ranking 4th in the nation for wage growth from 2006 to
2016.
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This economic growth, combined with Montana’s 2016 unemployment rate of 4.1%, have
continued to tighten the state’s labor markets. Tight labor markets are expected to continue as the
large Baby Boomer generation enters retirement without enough young people to replace them.
Recognizing this workforce shortage, Governor Steve Bullock and the Montana Department

of Labor & Industry have partnered with employers, business organizations, and educational
institutions to make sure businesses of all sizes have access to a highly trained workforce, allowing
employers to expand their operations for now and future generations.

« Montanas labor force aged 16 to 24 is only projected to grow by about 130 people per
year through 2026, while the labor force over 55 is growing by nearly 4,000 people per
year.

+ Roughly, 75% of Montana college graduates work in the state after graduation. Students
who have an existing connection to the labor market are more likely to work for a
Montana employer.

» Through an increasing number of private and public sector partnerships, work-based
learning continues to provide career pathways for Montanans.

« Montana has made improvements in worker safety, and strives to ensure every person
in the workforce comes home safely after his or her shift ends. However, the state still
has high incidences of workplace injuries, which exacerbates the worker shortage due
to lost time for employees recovering from injuries.

Businesses must also work to recruit under-utilized populations into the labor force by adapting
work conditions and hiring practices. For example, addressing the gender pay gap would increase
women’s labor force participation and provide greater incentive for women to work longer hours.
Adding accommodations would attract workers with disabilities. Even simple scheduling changes
can help students work between classes and allow parents to plan for daycare or babysitting.

Businesses and workers must also improve labor productivity in the state, thus allowing more
output to be produced with each labor hour. Productivity gains often result from increased
mechanization or automation, quick adoption of new technologies and techniques, and investing
in worker training and development. Increasing labor productivity not only leads to higher

profits for businesses, but also increases worker’s wages. Businesses that successfully implement
innovative and creative solutions to the worker shortage will have a competitive edge in our future
economy.

Montana Department of Labor & Industry



Part 1: Montana’s Economic
Growth Continues

The state’s growth in 2016 is a tale of industry and geographic diversity. Areas in the western
portion of the state posted strong employment and wage gains, led by a flourishing service sector.
However, eastern Montana faced struggling energy and agricultural industries. Manufacturing
throughout the state continued strong employment, GDP, and personal income gains. The
combined result was a statewide economy that grew steadily, although slightly slower than the
previous year.

Overall Economic Growth Picks up Steam in Last Half of 2016

Figure 1 demonstrates the pace of personal income growth in Montana and the U.S. by quarter
over the last five years. Personal income measures the monetary value received by Montana
residents from economic activity, and thus is an overall measure of economic growth. Personal
income grew by 2.3% in 2016, slightly slower than the U.S. average of 3.6% because of a slow
start to the year that was related to declines in mining, transportation, and agriculture. However,
Montana’s diverse economy fared much better than our neighboring states of North Dakota and
Wyoming, where mining plays a larger role in the economy. Montana’s personal income growth
over the past ten years is the 11th fastest among all states.’

. Figure 1: US and MT Personal Income Growth
By Quarter, 2012-2017
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Montana has two negative quarters of personal income growth during the timeframe shown in
Figure 1. The first negative quarter was due to the “fiscal cliff,” when the federal government both
increased taxes and made substantial spending cuts across a wide variety of government programs.
Federal funding cutbacks slowed economic growth throughout 2013, with particular impacts near
military bases and the national parks, and on reservations.

Montana is on track to outperform the
U.S. for personal income growth in 2017.

The second negative quarter was in the fourth quarter of 2015, when sustained low oil prices led
to a delayed oil and gas “bust” Oil prices declined in 2014, but a backlog of work in the Bakken
development kept many workers employed for roughly a year after the price drop, slowing the
impact of the oil bust over a longer period. The sustained low prices for oil, gas, coal, and other
energy products is due to lower demand from a slow-growing global economy, and an over-
supply in these products after fracking and other new production techniques allowed for cheaper
recovery out of shale oilfields. Oil and gas development helped stabilize our economy during the
2007 recession, but it has been a drag on growth over the last two years.

Farm income also contributed to the negative quarter for personal income growth in the 4th
quarter of 2015, with losses in farm earnings continuing throughout 2016. Farm earnings in 2016
were roughly ¥ billion less in 2016 than in 2015, leading to slower economic growth in Montana’s
rural areas.

After the negative growth in the fourth quarter

of 2015, Montana’s economic growth has been
accelerating due to large gains in the service
sector. The service sector includes many
consumer-driven industries like retail and
leisure activities, which typically pay lower-
than-average wages. However, the recent
growth in Montana’s service sector also comes
from high-paying jobs in healthcare, finance,
and professional services. The growth in these
knowledge-based service sector industries has
added significant income, jobs, and GDP to
Montana’s economy in recent years. Personal
income growth in Montana exceeded that

of the U.S. in the 4th quarter of 2016 and

the 1st quarter of 2017. Montana is on track
to outperform the U.S. for personal income
growth in 2017.

Montana Department of Labor & Industry

What'’s the Difference between
GDP and Personal Income?

Gross Domestic Product (GDP)
measures the value of economic
activity within Montana, typically
calculated by taking final sales
minus the costs of inputs and
wages. Personal income measures
the amount of income Montanans
received from their economic
activities, even if these activities
took place outside Montana’s
borders. If a Montana corporation
distributed dividends to out-of-state
investors, the amount of the income
would be included in GDP because
it was created in Montana, but the
personal income would be recorded
in the investor’s home state.



More Jobs and GDP for Montanans

Montana’s job growth and GDP statistics echo the story told by
personal income, with surging employment in western Montana Over 504.500
’

tempered by slowdowns in eastern Montana related to energy M

and agriculture. Employment in Montana has continued to grow, ontanan_s ol
with 6,481 jobs added over the last year (1.3% growth). Over employed in 2016.
504,500 Montanans were employed in 2016.*

Figure 2 illustrates employment growth by region over the last five years. The two western regions
posted very strong growth over the last five years. The Southwest region added over 17,000 jobs

in the last five years, while the Northwest added over 12,500 jobs. Specifically, the Bozeman area
has been the center of job creation for the state, with Gallatin County alone adding over 12,000
jobs since 2011. The growth in these areas has been broad-based across most industries, with
healthcare, leisure activities, and construction adding the most jobs in both the Northwest and
Southwest regions.

. Figure 2: Total Employment Growth by Region
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Source: Local Area Unemployment Statistics (LAUS), Bureau of Labor Statistics (BLS) and Montana Department of
Labor & Industry (MTDLI)

The North Central region has struggled to maintain steady growth since the 2013 federal
government spending cuts, and has struggled with sliding prices for wheat and other agricultural
goods in recent years. However, wheat prices are recovering in 2017, and recent diversification
efforts have resulted in value-added manufacturing and agriculture jobs for the region, promising
more consistent growth opportunities in the future.

The Eastern and South Central regions experienced slower growth in 2016 than in the past,
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Preparing for Colstrip’s Future

A lawsuit settled in the summer of 2016 requires the closure of Colstrip
Units 1&2 by July 1, 2022. The settlement also requires restoration of the
waste ponds and groundwater contaminated by pond seepage. In addition, the
development of fracking technologies has ensured a large supply of natural
gas, shifting energy demand away from coal. These forces have created risk
and distress for the community of Colstrip and for Montana’s coal industry
overall.

However, the closure also creates opportunity. Colstrip Units 1&2 hold roughly
1/10th of Montana’s electricity generation capacity. Energy entrepreneurs
have the opportunity to fill this supply gap with newer and cleaner energy
technologies, thus strengthening the state’s position as an energy exporter.
All industries must continuously evolve and improve to maintain a competitive
position in the global economy. Entrepreneurs in Colstrip have already identified
some potential energy alternatives in their economic diversification strategy.®

However, the transition involved in the partial closure of the Colstrip plant
and slowing global demand for coal will be difficult for workers facing layoffs
and their families. The Montana Department of Labor & Industry was recently
awarded a $4.6 million grant for workforce planning and the training of workers
in coal-impacted counties, even for workers not directly tied to coal. $2 million
of the grant is immediately available to be spent over the next two years,
with the remaining funds contingent on training needs. In addition, the grant
funds an office location in Colstrip for a workforce training professional to
help workers with career planning and identification of training opportunities.
The community has received several other grants to help with economic
development and planning. With this support from federal and state sources,
the community of Colstrip and other impacted areas have strategies in place
to transition successfully into Montana’s economic future.

Montana Department of Labor & Industry




with both regions affected by declines in energy and mining, plus the impacts of related reduced
consumer spending. The Eastern region has now posted two years of negative growth, but with
positive net employment over the five-year period. However, there are signs of a recovery in oil
and gas, with positive personal income growth thus far in 2017, and small employment gains
over the last year. Employment in oil and gas extraction increased in 2016, adding 26 jobs (3.3%
growth).

Industry Performance

The successful economic growth in the western half # Among states for
of the state is partially due to the development of a Manufactu ring

“knowledge-based” economy that has added to our
state’s economic strength and industry diversity. GDP gTOWth'
Knowledge-based jobs are those that add to the

quality, quantity, and accessibility of information, and that often lead to accelerated technical

or scientific advancements, ultimately generating economic growth by improving productivity.®
Growth in professional services, such as software development, engineering, accounting, and
legal services has helped spur growth in the western half of Montana, particularly in the Bozeman
area. Professional services was the fastest growing industry in Montana over the last year for
employment, as shown in Figure 3. Figure 3 illustrates the one and five-year employment and
GDP growth by industry, sorted by the fastest growing GDP over the last five years.

Although Montana is developing a stronger knowledge-based economy, our traditional goods-
producing industries also played an influential role in 2016. Manufacturing had the fastest GDP
growth of any industry for both the one-year and five-year timeframes, growing by over 10% in
the last year.” Montana has the fastest growing manufacturing sector among all states for both one
and five-year timeframes. Overall, manufacturing produced $3.2 billion to the state’s GDP in 2016,
over $1.2 billion more than the industry’s 2011 contribution. The majority of the manufacturing
GDP growth has occurred in petroleum refining (which grew by roughly ¥ billion dollars from
2011 to 2015), but the manufacturing sub-sectors of food and beverage, nonmetallic mineral
products, fabricated metal, and wood products have all posted substantial gains in GDP since
2011.

Mining lost roughly 1,200 jobs over the last year, with losses concentrated in the Eastern region.®
Thus far, the slowdown in oil and gas has only affected mining-related businesses, such as
transportation (which provides the shipping of both oil and frack fluid) and the administrative
services industry (which includes the temporary employment firms often used to hire workers).
However, the oil and gas bust may also have a lagged impact on other regions of the state through
lower oil and gas tax collections and the resulting state government spending cuts. Government
spending adds to the total amount of goods and services demanded in an economy, thus adding
to GDP. Details regarding state revenue are still unfolding, and the impact of the oil and gas
slowdown on other areas of the state is unclear.
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Although agriculture had significant personal income losses (mostly incurred by farm owners),
the industry posted employment and GDP gains over the last year. The agriculture industry has
also performed well over a longer timeframe, with the fastest payroll employment growth over the
last five years. However, because this sector is relatively small, the rapid growth added only about
1,000 payroll jobs since 2011. In comparison, the larger healthcare industry added 2,150 jobs just

within the last year.

The contrast in job gains between agriculture and healthcare highlights the importance of the
service sector in Montana’s economy. The graphic “Size of Montana’s Industries” demonstrates
the large role of retail, leisure activities, and healthcare in terms of employment and GDP
generation. While the goods-producing industries of mining, agriculture, and manufacturing
help explain the economic outcomes in the central and eastern portions of the state, the growth
of the overall economy is driven by the job and GDP growth in healthcare, professional services,
accommodations and food services, and other service-sector industries that comprise large
segments of the Montana economy.

Figure 3 also illustrates the expected job growth by industry for the next ten years, according to
Montana Department of Labor & Industry employment forecasts. Healthcare is expected to add
the most jobs, with roughly 1,300 new jobs per year for 1.7% growth. The fastest growing industry
is likely to be construction (adding 830 jobs per year at 2.7% growth). Projections also show the
professional services industry will continue its rapid growth, adding 455 jobs per year at 1.9%

growth.
Admin. & Waste
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Figure 3: Employment and GDP Growth
By Detailed Industry

2015-2016 2016-2026 Forecast

2011- 2015- 2015- 2011-
Industry Jobs  2015- = 2016 Expected 2016 GDP 2016 2016
Added 2016 = Annual  Annual  Expected Added Annual  Annual
2015-  Annual | Growth Jobs Growth  (Millions)  Growth  Growth
2016 Growth Added

Manufacturing 384 2.0% 3.0% 160 0.8% 316 10.7% 9.8%
Ag & Forestry 110 2.0% 4.0% 70 1.2% 20 1.3% 5.6%
Management 7 0.3% 0.6% 30 1.4% 3 1.4% 4.2%
Wholesale Trade (244) -1.4% 2.0% 110 0.6% 9 -0.4% 3.7%
Arts and Recreation 209 1.8% 1.8% 220 1.7% 27 4.9% 3.6%
Accommodationand | 4 495 299  2.9% 570 1.0% 5  03%  3.2%
Food Services ’ 970 270 o 270 e
Health Care 2155  3.4%  2.4% 1,300 1.7% 157  44%  3.1%
Frotessional 787  3.8%  2.6% 460 1.9% 54  2.8%  2.6%
Construction 568  2.1%  3.6% 830 2.7% 3 01%  2.4%
Information (35)  -0.6%  -2.6% 30  -0.5% 32 34%  1.5%
Other Services 309  1.8%  1.9% 180 1.0% 17 2.0%  1.2%
Retail Trade 613  1.0%  1.6% 450 0.7% 68  2.5%  0.5%
Education (Private) 41 0.8%  2.9% * * 2 42%  0.1%
[‘gg‘éiﬁztate and (15)  -0.3%  1.5% 80 1.3% 34 06%  0.0%
admin and Waste (619) -3.6%  -3.0% 320 1.8% 6  06% -0.1%
&g?ghpggtjgg” and (37)  -0.3%  2.2% 160 1.0% 59 -3.4%  -0.6%
mgﬂﬁgﬁcg”d 25  0.2%  0.5% 135 0.9% 10  0.6%  -1.7%
Utilities (49)  1.6%  -0.6% * * 25 2.7%  -2.0%
Mining (1,194) 15.7%  -3.4% 80 1.2% 743 -35.0% -10.6%
Federal Government 253 1.9% -0.8% -100 -1.1%

Local Government 605  1.3%  0.2% 300 1.4% 92  1.6%  -0.2%
State Government 64 0.3% 0.5% 45 0.4%

Total** 5481  12%  15% 5500 1.1% 72 02%  1.3%

Source: Real GDR BEA. QCEW, MTDLI and BLS. Employment Forecasts, MTDLI.
*Nondisclosable **Total may not be the sum of industries due to rounding
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Size of Montana’s Industries

industry size depends on what metric is used for comparison.

Employment by Industry 2016

Accommodation For payroll employment, the five largest are government,
& Food Services healthcare, retail trade, accommodation & food service,
Admin. & Waste and construction.
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Including benefits and bonuses, Montana’s average

compensation per job was $50,318 ranking
47th among states.
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MONTANA

WAGES

Hourly Wages
by Wage Quar

16.1%

tile Difference

11.5% The gap between
Difference Montana and U.S.
Montana’s Median 5.3% wages is larger
Difference among high-paying

Hourly Wage among
payroll jobs is

$15.7

Ranking 43rd
among states.

per
hour

Montana Establishments, Employment,

Although most
Montanans work
for small businesses...

25th Percentile

jobs than low-wage
jobs, suggesting that
having higher wages
for high-wage jobs
would improve
Montana’s ranking.

mw

Median 75th Percentile

and Average Wages by Size of Business

Share of
Establishments

Share of
Employees

Average

-

Annual Wage

...Larger businesses

pay higher wages.

Large businesses
are also more likely
to provide benefits
like retirement,
health insurance,
and paid leave.

Workers with higher education levels tend

to be more productive, and therefore earn higher

incomes. Montana ranks #1 for the percent of our population with a high school diploma or
equivalent, but we fall in post-secondary degree attainment, ranking 20th, and in advanced

degree attainment (ranking 32nd).

Per Capita Income and Percent of Population over 25 with Bachelor's Degree

MASSACHUSETTS
NEW JERSEY
NEW YORK

NEW HAMPSHIRE
MARYLAND
NORTH DAKOTA

VIRGINIA
PENNSYLVANIA

CONNECTICUT
CALIFORNIA
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WASHINGTON
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Source: MTDLI using 5-year ACS, U.S. Census, and BEA data.
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Wages Continue to Grow

One of the major benefits of GDP growth for Montanans is higher wage earnings. Montana’s
workers continued to achieve higher wages in 2016, with the average annual wage increasing by
1.6% last year to $40,735. This wage growth was faster than the rate of inflation, suggesting that
workers can achieve a higher standard of living with their wage than in the prior year. Real wage

growth in 2016 was 0.4%.°

Although the 2016 wage growth of 1.6% added to the household wealth of Montana workers,
it is slower than in previous years. The causes of slower wage growth echo the geographic and

industry differences highlighted above - the prosperous western regions experienced strong wage
gains over 2%, but the statewide average was dampened by continued job losses in the high-

wage mining industry, with negative impacts primarily felt in the Eastern and South Central
regions. Figure 4 illustrates the wage gains by region in dollar terms over the year and five-year
timeframe. The average annual wage in the Eastern region slipped over the last year, but remains
competitive with other regions of the state. The Eastern region wage has increased by $4,286 since
2011. The South Central region had slow wage growth over the last year, but offers the highest
average annual wage and had the strongest gains in dollar terms over the last five years. The
western regions continue strong wage growth.

. Figure 4: Wage Gains by Region
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Montana’s wages have been increasing faster than the national average for most of the last ten
years, with the state ranking 4th in the nation for wage growth over 2006-2016, as illustrated in
Figure 5. The average wage has increased by $10,100 over the last ten years, helping Montana to
catch up to the national average. In 2000, Montana’s average wage was only 69% of the national
average wage, but fast wage growth has helped Montana gain ground, with the 2016 average wage
equal to 76% of the U.S. average.
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Figure 5: Fourth Fastest Wage Growth over 10 Years
2006 to 2016
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Source: QCEW, MTDLI, and BLS. Growth calculated as compounding annual.

Despite this faster wage growth, wages in Montana remain lower than in many other states,
partially because Montana has a high share of part time jobs. Montana jobs average only 32 hours
worked per week per job, the second lowest in the nation. The low average hours per week is not
because Montana has fewer full-time jobs — 47.7% of working age adults work full-time jobs for
both Montana and the nation. Rather, Montana has more people working part-time jobs instead
of not working. Figure 6 illustrates the work status of the population 16 to 64 in the U.S. and
Montana. The high share of part-time jobs pulls down Montana’s average annual wage per job.
However, even when comparing wages per hour, which would adjust for differences in hours
worked, Montana’s wages are still lower than the national average, ranking 45th among states. The
infographic “Montana’s Wages” explores a few additional drivers of Montana’s wages compared

to the national average, including the size of Montana businesses, the types of jobs available, and
education levels.

Montanans make up for lower wages through high rates of business ownership and other sources
of income, which helps make income levels more comparable to other states. Montana ranks

38th for per capita income, with over 14.4% of earned income received by business owners
(compared to 12.5% for the nation). Per capita income is a similar metric as average wage, but per
capita income includes dividends, rental income, business owner (proprietor) income, and other
nonwage income. Per capita income also uses all Montanans (not just workers) in the calculation,
and therefore is a measure of the well-being of retirees and children in addition to working adults.
Montana’s per capita income was $42,386 in 2016, a gain of 1.3% over the prior year.
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. Figure 6: Work Status of the Population Aged 16 to 64 Years
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Montana Still at the Top for Entrepreneurialism

Proprietor income is one measure of business ownership, but there are also other indications that
Montana fosters high levels of entrepreneurialism. Montana also has a high share of personal
income from dividends, ranking 4th among states for this metric. Both proprietor and dividend
income reflect the fact that many Montanans gain income from multiple sources, including their
own businesses. Montana has the highest rate of business ownership among households, with 21%
of Montana households reporting income from a business or farm."

Montana also has a high rate of business startups among employers. Montana had the 4th highest
rate of net business creation in 2015, with net new businesses equal to roughly 1% of existing
establishments. In fact, over 50,000 Montanans are currently employed in businesses that did not
exist five years ago."" Figure 7 illustrates the shares of employment by firm age and net job growth
by age of firm in Montana over the last year of available data (from the third quarter of 2015 to the
second quarter of 2016). Montana continues to be successful at starting and growing new business,
leading to greater employment and economic opportunities for our state.

. Figure 7: Share of Employment and Net Job Growth by Age of Firm
Employment by Firm Age
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Source: Quarterly Workforce Indicators (QWI), Net Job Creation, and Beginning of Quarter Employment, 3rd Quarter
2015 to 2nd Quarter 2016, U.S. Census Bureau.
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The Montana Worker
By the Numbers

The Montana Labor Force

of Montanans over 16
feeeecesee are in the labor force.

e e e o are employed.

Mﬂmlm Both rates are above the national average.

Montana Population 2016: 1,042,000

Population over 16: 840,000 The Montana Labor Force is
Civilian, Non-Institutionalized

Population over 16: 823,000 470/0 [ J 5 30/0
In the Labor Force: 522,000
Employed: 500,000 Female Male
Unemployed: 22,000

Population Educational Attainment

Educational Attainment of Montanans
25 and Older

Graduate or
professional degree

Montana ranks highest
High school in the nation for high
diploma or school-level education.

equivalency 93 of Montanans
25 and over have a
high school diploma
or equivalency.

Yet, the state ranks
only 20th for bachelor’s
degree attainment.

Associate
degree

Source: LEHD, QWI and 2015 5-year ACS, U.S. Census, LAUS, MTDLI, and BLS
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The Montana Worker
By the Numbers

Montana Workers by Age
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Part 2: Addressing Montana’s
Worker Shortage

Montana’s continued employment growth has combined with slow growth in the labor force to
put downward pressure on unemployment rates. Montana’s unemployment rate in 2016 of 4.1%
was the 16th lowest in the nation. While the state and regional unemployment rates are currently
at ideal levels, labor markets are tightening below normal as more Baby Boomers retire without
sufficient younger workers to replace them. Economists generally consider unemployment

rates between four and five percent to be “normal,” where workers have a reasonably easy time
finding new jobs, and businesses have a reasonably easy time finding workers to suit their needs.
Unemployment rates lower than this normal range cause frustrations for businesses seeking to
expand operations. If businesses cannot find the workers needed to expand, Montana’s economic
growth will be limited.

Tight labor markets are expected for most of the next ten years. Montana’s labor force will
continue to expand in the next ten years, adding roughly 4,500 workers per year. In comparison,
roughly 6,740 new workers joined the economy over the last year.'> The slowly increasing labor
supply is not enough to cover the expected job growth of 5,500 per year, pushing unemployment
rates to new lows. Figure 8 illustrates the expected change in employment, the labor force, and

the unemployment rate for the 2000-2016 timeframe.

Figure 8: Projected Labor Force, Employment,
and Unemployment Rate
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Low unemployment rates generally increase labor force participation as new workers respond

to plentiful job opportunities and higher wages by entering the labor force. These economic
responses are expected to continue, particularly among prime and working-age adults aged 25

to 54. Increases in migration from other states or countries will also add workers. Yet, even with
these positive influences, growth in the labor force will still be slow due to the age composition of
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the population. The large Baby Boomer generation is retiring and moving out of the labor force.
Younger generations are simply not large enough to make up the difference, even with higher
labor force participation. To put the change into context, Montana’s labor force aged 16 to 24 is
only projected to grow by about 130 people per year through 2026, while the labor force over 55 is
growing by nearly 4,000 people per year."

Combining expected growth in the labor force and employment, unemployment rates are
expected to reach very low levels below 3% within the next ten years. In worker shortage
conditions, workers can expect fast growing wages and more opportunities for career growth,
while businesses can expect to spend greater resources on recruitment, retention, and on-the-job
training.

Unemployment Rates of Regions and Reservations

Annual unemployment rates declined in the Northwest by 0.3 percentage points, and the
Southwest and North Central regions by 0.1 percentage points. However, unemployment
rates increased in South Central Montana by 0.3 percentage points and by 0.6 percentage
points in the Eastern region. Unemployment in the East increased due to job losses, but
increases in the labor force drove unemployment rates higher in the South Central region.
Even with the increases in the unemployment rates in the Eastern and South Central
regions, all Montana regions have healthy unemployment rates.

Blackfeet D
d Rocky Boy's

Reservation

( ] o 1 3 2% Fort Peck
0/0 ° Reservation
Norihwest 4.4 ST 6.7
North 11.0% ‘
Central

Flathead
Reservation

Southwest

Crow
Reservation

7 11.0%

Unemployment rates on Montana’s seven reservations remain higher than their surrounding
regions. Reservations located in the fast-growing western part of the state, including the
Flathead and Blackfeet Reservations, experienced decreased unemployment rates from
2015 to 2016. However, the reservations in the rest of the state experienced increased
unemployment. Unemployment rates on the Crow Reservation increased by 1.2 percentage
points, Fort Peck Reservation increased by 0.3 percentage points, 0.9 percentage points
on the Rocky Boy’s Reservation, and the Northern Cheyenne Reservation increased by
0.5 percentage points. The reservation communities share the fates of their surrounding
regions, but typically have higher unemployment rates because of fewer job opportunities
and a less mobile labor force.
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Finding More Workers

Montana’s employers and policy makers are pursuing a number of methods to increase the
availability of labor, including increasing migration, updating employment practices, and increase
the retention of graduates from Montana colleges. Montana already has a net in-migration of
roughly 4,000 people each year, who are already included in labor force projections.'* In-migrants
often bring fresh perspectives and new ideas into our state, helping us to increase productivity
levels. However, increasing the number of in-migrants enough to meet worker needs will be a
difficult task.

Alternatively, Montana employers are continuously adapting employment practices to attract more
workers into the labor force. Increased employment opportunities and higher wages will naturally
provide more incentives for workers to enter the workforce. Yet, these natural forces will not be
enough to maintain normal unemployment rates; additional efforts are needed. For example,
equipment modifications or work-at-home arrangements can encourage disabled workers and
disabled veterans to find work. Regular scheduling can help stay-at-home parents arrange daycare
or school pick-ups around their jobs. Figure 9 illustrates the labor force participation rates of
select populations. Groups with lower labor force participation than average make good targets for
recruiting new workers into the labor force.

Research has also found that the bias in
male hiring increases with the salary level,
so that women applying for low-wage jobs

Addressing the Gender Pay Gap

Addressing the gender pay gap and

providing greater opportunity for female
workers would increase women'’s labor force
participation and provide greater incentive
for women to work longer hours, thus
addressing Montana’s worker shortage.
The median earnings for Montana women
who work full-time, year-round are only 74%
of the median earnings for men, confirming
that a gender pay gap exists in Montana.

Economic research has found many
reasons for the differences in pay between
men and women, including different career
and education choices, differences in work
experience, and gender bias. Résumé
studies are a common type of gender pay
bias research. Researchers send identical
résumés to employers, but half of the
résumés have a female name (Erin) and
the other half list a male applicant (Aaron).
These studies consistently find that
employers are more likely to offer the job to
the male, with starting salary offers 7% to
15% higher than those offered to females,
despite identical qualifications listed.

Montana Department of Labor & Industry

are 9% less likely to be hired compared
to similarly qualified male applicants, but
women are 50% less likely to receive job
offers for a high-wage job. Both male and
female managers are equally likely to
demonstrate gender bias in hiring and pay,
suggesting that the historic and cultural
beliefs that result in gender pay bias are
common to us all.*®

Governor Bullock established the Equal
Pay for Equal Work Task Force to address
these and other issues that result in lower
wages and employment opportunities for
women. Through the leadership of co-chairs
Commissioner Pam Bucy and Director
Sheila Hogan, the Task Force has raised
awareness about gender discrimination,
providing the tools for employers to identify
and address gender issues within their
own business. Through this Task Force,
Governor Bullock is helping the Montana
economy utilize all workers, regardless
of gender, while improving fair wages in
Montana.



. Figure 9: Montana Labor Force Participation
By Select Demographics
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Source: LAUS, BLS, and MTDLI. Current Population Survey (CPS), BLS, used for veterans, and 2015 5-year ACS, U.S.
Census Bureau used for <HS graduate, disabled, and American Indian.

Finally, employers could work with the state’s education system to increase ties to high school
and college graduates, increasing the retention of graduates in Montana’s labor force. Roughly
75% of graduates from Montana’s colleges work in Montana at some point in the five years after
graduation, but this percentage could be improved. Workers with an existing connection to a
Montana business during their school years through an internship or other work-based learning
activity are more likely to remain in Montana after graduation.'® Employers who offer internships
and career exploration through work experience can gain an edge on recruiting the best workers
and retaining graduates within our economy.

Who is Working in Montana?

With low unemployment rates,
rising wages, and plentiful

job opportunities, many
people wonder why every
Montanan does not work. In
truth, those not in the labor
force are often in school,
retired, formerly incarcerated,
disabled, or caring for family
members. Efforts to bring
more workers into the labor
force must address barriers to
employment, such as difficulty
with scheduling daycare

and classes or needing
accommodations.

House or Family
In School
Other 0.9%

Source: MTDLI using 2016 CPS data through DataFerret.
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Use Each Worker Effectively

Another solution to Montana’s worker shortage is to make sure each worker is employed to his or
her full potential, meaning both that part-time workers increase work hours and that productivity
improvements increase the value of each work hour. Montana has a high share of part-time
employment. Among Montana workers aged 16 to 64, roughly 21% work less than 35 hours per
week - the ninth highest percent of part-time workers in the nation.'” While part-time jobs can

be a benefit to semi-retired workers, students, and others who choose to only work part-time,
actually increasing labor force participation, many other part-time workers may prefer full-time
employment. Roughly 19% of part-time workers in 2016 indicated that they would prefer full-time
work, as shown in Figure 10.

Figure 10: Reasons Given for Working Part-Time
By Montana Part-time Workers, 2016

Seeking full-time work

Full-time job
less than
35 hours Child Care,
Family, or
. Personal
Retired Obligations
or Social
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earnings
Medical
Limitations

In School

Source: 2016 Current Population Survey data compiled with DataFerret

In addition, increasing labor productivity would reduce labor needs. Labor productivity refers to
the amount of output created with each labor hour, increasing the efficiency of labor. Productivity
gains benefit businesses through more efficient production, but also benefit workers through faster
wage growth. Enhanced productivity is achievable through better workforce education that allows
workers to continuously upgrade skills and knowledge, and by businesses learning about and
implementing the latest innovative technologies and practices. Better productivity also requires
networking with researchers who are identifying best practices, as well as communication with
upstream and downstream businesses to identify ways to save labor hours.

Some productivity-enhancing investments will occur naturally in response to market forces. For
example, as labor becomes more expensive, businesses will invest in productivity-enhancing
machines and automation to allow each worker to produce more output. The new technologies
will produce more output with fewer labor hours, re-deploying workers into more productive
activities, and allowing economic growth to continue despite the labor shortage. Ultimately,
Montana’s growth depends on our ability to increase technology, productivity, and innovation.

Montana Department of Labor & Industry



Improving Education Systems

Montana’s workforce and education systems continue to implement strategies to make worker
training more affordable, accessible, and aligned with the needs of our economy. Businesses

and workforce professionals need to encourage students to seek in-demand fields needed in

our economy. Education organizations need to increase the efficiency and flexibility of training,
allowing adults already in the labor force to learn new skills while still working, and allowing high
schools students to get a head start on career exploration.

But the responsibility for a well-prepared workforce does not just fall on public institutions,
workers, and students. When workers are in short supply, businesses must take on more
responsibility to train workers, particularly with on-the-job training to learn job-specific skills
that may not be needed in other businesses. In addition, the changing demographics of Montana’s
labor force means that experienced older workers are retiring and being replaced by younger
workers with little job experience. In fact, only about 50% of Montana teens are in the labor force,
meaning that there may be high school or college graduates that have never held a prior job." Both
tight labor markets and a younger workforce increase the need for businesses to have an active
on-the-job training program that allows workers to gain job experience quickly. Businesses must
also have greater involvement in formal training systems, providing more work-based learning

to perfect worker skills and working with the education systems to ensure that curriculums teach
the right skills for the job. Efforts to improve Montana’s labor force require the private and public
sectors to collaborate. Together, these efforts will steadily increase the productivity levels of
Montana’s workforce so each worker can achieve their highest level of success.

Montana Registered Apprenticeship

Apprenticeships are a time-honored
training model used to educate the next
generation of Montana’s workforce through
union and non-union business sponsors.
Since Governor Steve Bullock took office,
apprenticeships have increased by 30%,
and almost 90% of apprentices are still
working in Montana.

MONTANA REGISTERED
APPRENTICESHIP

EARN. LEARN. SUCCEED.

As a business, it is simple to start your
own apprenticeship program and grow your
own workforce. You may even qualify for
the Montana Apprenticeship Tax Credit that

Through this type of work-based-learning,
apprentices are able to earn a paycheck

while learning the technical and soft skills
employers need to grow their operations.
Apprentices who completed their training
had average wages of $59,600 in 2015,
nearly $20,000 more than the statewide
average.

With over 1,000 business sponsors
across the state offering apprenticeships
in over 60 occupations, the expansion

of apprenticeships is becoming a vital
training method to address the retirements
of Baby Boomers in Montana’s economy.

was signed into law by Governor Bullock,
which offers a $750 tax credit for each
new apprentice hired, and $1,500 for each
new apprentice that is a veteran. Contact
the Montana Registered Apprenticeship
program at the Montana Department of
Labor & Industry at 406-444-3556. You
can also visit the Montana Registered
Apprenticeship website at apprenticeship.
dli.mt.gov.



http://apprenticeship.dli.mt.gov
http://apprenticeship.dli.mt.gov
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Aligning Education with the Economy

In the report “Meeting State Worker Demand: A Report on the Labor Market
Outcomes for Montana Colleges,” the Montana Department of Labor & Industry
examined whether graduates from Montana colleges were being trained in the right
fields for Montana’s economy. The report found that our higher education system is
not providing sufficient workers trained in social work, automotive service, computer
and information science, and some healthcare jobs. However, too many workers
are graduating with general studies degrees compared to the available jobs. The
‘general’ description may not provide employers with enough information to know
whether a graduate is prepared to fill a job requiring specific skills, thus reducing
employment opportunities. Businesses interested in obtaining more workers within
the undersupplied fields may wish to work with their local two- or four-year colleges
to strengthen the supply of workers, including offering internships and work visits
to encourage more students to specialize in the needed field.

The report also includes the income levels and employment rates for graduates one
year and five years after graduation, providing important information for students
choosing career fields. The research found that graduates in the legal professions,
engineering, and health professions had the highest income earned one year
after graduation, while graduates in the construction, mechanic & transportation
programs had the highest retention in the Montana workforce. Healthcare jobs
offer both high wages and good employment possibilities within Montana. More
information is available in the full report, available at Imi.mt.gov/Publications/
PublicationsContainer/meeting-state-worker-demand.

. Workforce Outcomes by Program Category

One Year After Graduation
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Improve Worker Safety

Over the last decade, Montana has been Montana has made much-needed
one of the most dangerous states to work gains in worker safety, and is now a
in the United States, even reaching the less d angerous pI ace to work than

undesirable top rank in 2008 with the
highest rate of work-related injuries

and illnesses among all states, with 6.4
injuries and illnesses occurring for every 100 full-time workers.”” Montana’s high worker injury

it was a decade before.

rate exacerbates the workforce shortage because injured employees must take time off work
to recover. High injury rates could also dissuade workers from moving to Montana to work,
ultimately reducing our worker supply.

Montana has made much-needed gains in worker safety, and is now a less dangerous place to work
than it was a decade before, as shown in Figure 11. In 2015, Montana dropped to 4.3 cases of
injury or illness for every 100 full-time workers. Even with these improvements, Montana is still
among the five most dangerous states for workers. Montana must continue its commitment to
improved worker health and safety and ensure every worker returns home safely at the end of the
day.

. Figure 11: Non-Fatal Work-related injuries and illnesses
Incidence rates per 100 full-time workers in Montana and the U.S., 2003-2015
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Montana must continue its commitment to improved
worker health and safety and ensure every worker
returns home safely at the end of the day.
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Worker Safety at a Glance - 2015

) Male workers accounted
. Injury Rates by Industry for 65% of injuries with
Manufacturing lost work days.

Construction 6 50/0 3 5%
6.2 Male Female

Transportation & Warehousing

Retail Irade The industry with Montana’s highest

‘] injury rate was manufacturing, with

State & Local Government 7.0 non-fatal work-related injuries
reported per 100 full-time workers.

Injuries by Occupation
Injuries with lost work days only

Construction laborers

Construction laborers
had the highest
number of injuries
and illnesses at 270,
while truck drivers
(heavy and tractor-
trailer) totaled 210
incidents, and nursing
assistants had 180.

Truck drivers, heavy and tractor-trailer

Nursing assistants

Laborers, freight and material movers

Retail salesperson

TTTII

. Injuries by Event or Exposure

Injuries with lost work days only
Contact with objects, equipment

Fall on same level

The most frequent injury event was
“contact with objects or equipment,”
which accounted for 930 incidents.
Falls were the second and third most
common, with 530 falls on the same
Transportation accidents level and 330 falls to a lower level.

Fall to lower level

Violence - by person or animal

Source: Survey of Occupational Injuries and llinesses (SOIl), MTDLI, and BLS. Private recordable injuries only.
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Montana’s Growth Expected to Continue

Montana’s economic growth is continuing, but businesses are feeling the effects of a constrained
labor supply. The western half of Montana experienced robust job and wage growth to push the
state growth higher. The decline in oil prices has affected our state, slowing growth in the eastern
region of Montana, but the state’s overall economic resiliency and industry diversity has made it
possible to overcome these challenges. Montanans have once again shown our mettle in lifting the
state’s economy to superior growth despite losses in oil-impacted areas.

During the next few years, Montana will meet many economic challenges, including accepting
opportunities in the energy industry and addressing workforce shortages. Governor Bullock
and the Montana Department of Labor & Industry will continue to address the worker shortage
and other issues faced by the Montana economy and will celebrate our workforce development
successes. The Governor and Department will continue developing partnerships between the
private, nonprofit, and public sectors by expanding apprenticeships and work-based learning
opportunities to make sure workers receive the training and skills needed to move Montana
forward. Montanans will continue to work together to actively plan, implement, and promote
these tools to lead our state to greater prosperity.

The Montana Department of Labor & Industry will continue to share best practices for employee
retention and follow data-driven solutions to strengthen the workforce. All of these strategies

are important for Montana to compete and lead in a global market with rising labor costs. With
actions designed to improve training, hiring, and retention practices, Montana will meet our
upcoming challenges and continue to outperform the nation and other states in our economic
growth.
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