
GOV. RITTER’S VETO MESSAGE FOR HOUSE BILL 1409

June 7, 2010

Honorable Colorado House of Representatives
67th General Assembly
Second Regular Session
State Capitol
Denver, CO 80203

Ladies and Gentlemen,

I am filing with the Secretary of State House Bill 10-1409, “Concerning the process by which annual 
salary increases may be awarded to employees in the state personnel system based on performance, job 
core competencies, and years of service.” I vetoed this bill as of 9:48 a.m., and this letter sets forth my 
reasons for doing so.

The pay progression system for state employees is broken. For evidence of this, we need look no 
further than salary distribution within pay ranges for state employees. Instead of employee salaries 
being evenly distributed through the range or clustered towards the center of the range, there is salary 
compression at the top, generally for those with many years of service, and at the bottom of the range, 
typically for those hired within about the last decade. Only a few employees fall in the middle of the 
range. Employees are reliant on the pay-for-performance system, which has been rarely funded since 
2001, and then only sparsely. As a result, under the pay-for performance system, employees barely 
moved within the range for this past decade. Since recently hired employees are typically paid at the 
entry level, they are left clustered at the bottom of their respective pay ranges. Although these defects 
in the compensation structure need to be remedied, this bill is not the right solution.

House Bill 10-1409 would require the State Personnel Director to develop twelve annual pay 
increments within each pay range in the state personnel system, leading from the bottom to the top of 
the respective range. It would also direct the development of corresponding core competencies that an 
employee would need to exhibit in order to advance to the next pay increment. The bill further requires 
that, beginning with the 2011-12 fiscal year, each executive agency must include in its annual budget 
request funding for these pay advancements. These funding requests would be required regardless of 
the State’s budgetary constraints.

Although many of the goals of this bill are laudable and its provisions were intended to address a 
significant problem, the bill itself falls short. First, it is not clear that the best way to solve the pay-
compression problem is to return to a rigid step-system with twelve incremental steps in each job 
classification. This approach is inconsistent with best practices for employee compensation in both the 
public and private sectors. Second, requiring the executive department to include a request for funding 
this program regardless of the State’s budgetary circumstances is imprudent and inflexible.

If this economic downturn has taught us anything, it is that budgetary flexibility is necessary in order to 
meet the challenges we face in difficult economic times. It is unwise to put another portion of the state 
budget on automatic pilot. I fully acknowledge that state employees, along with employees in other 
sectors, have sacrificed during this current economic downturn. However, removing one of the options 
for meeting a budget shortfall will only serve to push the burden of balancing the state budget onto a 
narrower base, likely resulting in deeper cuts to education and safety-net services. The executive 



branch needs to retain budgetary flexibility as we recover from this downturn and have every tool at its 
disposal the next time the State faces difficult economic times. For these reasons, I am vetoing House 
Bill 10-1409.

Although I am vetoing this bill, I am directing the Department of Personnel and Administration 
(“DPA”) to develop a plan for addressing the myriad problems with pay progression for State 
employees. In developing the proposal, the Department will work with the Office of State Budgeting 
and Planning (OSPB), other state agencies and other stakeholders, including our partner employee 
organizations, to ensure that wide-ranging feedback is considered. The pay plan will be for state 
employees in the classified system and include a design for systematic salary increases within pay 
ranges for each job classification in the State personnel system. The plan will consider how to utilize 
merit, core competencies and other factors to design a new system of performance-based salary 
increases in a manner that is consistent with best practices in human resources management. The plan 
must also be one that we as a state can afford.

The plan will assume that Colorado State employees receive no more than the net increase each year as 
allowed under Salary Survey. We will incorporate into the plan the concept that a percentage of the 
total Salary Survey will be specifically allocated to a performance-based incremental salary increase, 
with the balance being allocated in the traditional Salary Survey methodology. Doing so will support a 
performance-based system that can be funded within available resources, and will also prevent state 
employees from experiencing survey-required downward adjustments in the year following an increase.

I will submit the plan and new total salary structure to the General Assembly as a component of my 
November 1, 2010 FY 2011-12 Budget Request. At that time, I may or may not request that such 
structure receive funding in FY 2011-12, but I will recommend that a structure be implemented so that 
State employees are informed regarding their salary increases. Once the structure has been 
implemented in an appropriations bill, the State Personnel Director shall include the impact of the 
performance-based incremental salary increase in all future annual compensation reports pursuant to 
C.R.S. § 24-50-104(4). Finally, I will direct the State Personnel Director to adopt procedures by 
January 2011 to implement the approved plan.

I believe that we must address the pay progression issue in a way that is fair, competitive and flexible, 
and which is subject to annual budgets as proposed by the Governor and approved by the General 
Assembly. HB 1409 did not meet all of these criteria; the process I am directing DPA to undertake 
must.

Sincerely,

Bill Ritter, Jr.
Governor


